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Dr M.

I HAVE been asked to talk
on the subject of “The So-
cialist Market Economy of
the Peaple’s Republic of Chi-
na: The Asean Perspective.”
First, how would I critique
the Chinese development
objectives and experiences?
Second, what advice do I
have, as the leader of per-
haps the second most dy-
namic economy after China,
for the Chinese leadership
on the economic path they
have chosen?

I have also been asked to
focus my address on the les-
sons of the development ex-
periences of Malaysia and
the Asean nations as they
relate to China’s present sit-
uation. Lastly, what is
Asean’s position on China’s
aspirations? -

1 cannot of course speak
for Asean. Yet I feel reason-
ably sure that my views are

Jvery close to an overpower-
ing consensus of the think-
ing not only of Asean but
also of all East Asia, stretch-
ing from the Korean Penin-
sula to the farthest reaches
of the Indonesian archipela-
go.

As Asians, we intuitively
understand what China is
attempting to do. We intu-
itively understand why Chi-
na is doing what it is at-
tempting to do. We
intultively understand how
China is going about the
entire process of revolution-
ising its society and build-
ing towards a place of pride
and comprehensive prosper-
ity for its people in the 21st
century. Perhaps this is be-

cause almost all of us are,

trying to do the same:

@® in the bhest way we
know how;

® yiven the complexities
of our own specific situa-
tions;

® given the enormous ob-
stacles that stand in the
way, and,

® the incredible opportu-
nities that are before us.

In a sense, therefore, even
though 1 cannot speak for
Asean, | believe that in
much of what 1 say I will in
fact be reflecting the view of
most East Asians.
 Let me also begin by say-
ing that in all humility 1 will
not critique China’s policies
and 1 will offer no specific
advice to the Chinese lead-
ership.

As an individual, 1 have ot
course followed with a great
deal of interest over the last
80 years of my life the great
events occurring in and
around China. T have read
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substaidially about €hina’s
last 2,000 years. But I am by
no stretch of the imagina-
tion an expert on China.

I cannot imagine that I
know more about any Chi-
nese policy than the Chi-
nese leadership and its
wealth of advisers.

I also come from a coun-
try a part of which was un-
der authoritarian colonial
rule for more than five hun-
dred years.

For a very long time, most
of what is now Malaysia
lived under a system in
which we had to ask for
“advice” from the imperial
power before we could do
anything. Under this sys-
tem pf “advice”, all advice
solicited or unsolicited had
to be followed. You will un-
derstand why [ am reticent
about outsiders giving ad-
vice - even when asked for.
Perhaps there is some vir-
tue in not doing unto others
what others have done unto
you.

In the 1970s and 1980s, my
country was vilified and rid-
iculed for our New Econom-
ic Policy. This policy was
aimed at eradicating pover-
ty and restructuring our so-
ciety so that we would not
only have rapid growth but
also income and ownership
restructuring and greater
social justice. We were corr
stantly badgered and ad-
vised to give it up. We were
constantly scolded even by
people who were them-
selves busy redistributing
wealth in forceful ways, for
example by natioualisation
or affirmative action.

We tinkered. We fine-
tuned. We amended. We
changed what did not work.
We went fast track. We
slowed down. And in the
end, after it had achieved
much of what we aimed for,
we decided not to extend it
but to formulate a slightly
improved version which we
¢alled the National Develop-
ment Policy

But to the outsiders, we
were stubborn. We were ob-
stinate. We were recalci-
trant. We refused to listen
and to accept good advice.
And of course they say in
the tone of the “I told you
s0” critics that we had failed
and been forced to change
our course.

Still after the undeniable
results that have been
achieved over the 20 years of
our New Economic Policy,
some have quietly acknowl-
edged that we are one of the
very few examples of soci-
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etal restructuring which
others should follow.

Many countries are now
advised to look at Malay-
sia’s example of marrying
dynamic and sustained eco-
nomic growth (an average
6.7 per cent over two de-
cades) with massive wealth
redistribution and dramatic
advance towards socio-eco-
nomic egalitarianism be-
tween ethnic and social
groups.

If I may, I would like to
tell another story. In my
country’s history, it is the
Western countries which
fought against giving us
freedom and democracy. In
the last couple of hundred
years the only authoritarian
rule we have known have
been British authoritarian
and. for some, totalitarian
rule, and for a short period,
Japanese totalitarian rule.

We have been exiremely
fortunate that since our in-
dependence 37 years ago, we
have been a successful de-
mocracy. If you care to look
around, you will notice that
the political switch from au-
thoritarian governments to
independent democratic
governments is not easily
achieved. If you throw in a
multi-racial population, the
switch may not be achieved
at all.

Most assuredly, our de-
mocracy is far from perfect,
which is why we have spe-
cifically identified advance
towards a more liberal de-
mocracy as one of the nine
modernisations of our gen-
erational plan which we call
Vision 2020. But we are not

must

weighed down by “grid-
lock”

For almost all of our 37
years of independence, we
have had stable and strong
governments repeatedly
elected by the people. With
strong governments we
have been able to concen-
trate on doing what is right
rather than what is popular.

We have had leadership
that is prepared to lead, that
has always had to satisfy
the people but never to pan-
der excessively to the gal-
lery. Fortunately, all our
nine democratically elected
central governments have
never had to be pre-occu-
pied with short-{erm politi-
cal considerations at the ex-
pense of long-term welfare.

We do not have a demo-
cratic system where the
public good has to be sacri-
ficed to powerful lobby
groups. We are unashamed-
ly community oriented. We
do not believe that the
rights of the individual
come before the rights of
society.

In our elections, large per-
centages turn out to vote.
Qur majorities are not silent
as in some western democ-
racies.

We do not have constant,
ultra-combative, confronta-
tionist politics. There has
always been a strong con-
sensual impulse.

Qur Press does not believe
that it is their job to hound
politicians, to tell lies and to
adopt at all times the superi-
or stance of king-makers.

The people want enough
opposition Members of Par-
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choose own path

My country has had to
listen to a lot of advice on
how to run a western-style
democracy from the day it
was born as a democratic
independent state, some-
times, ironically, from ex-
perts who only the day be-
fore had argued that we
should not be given freedom
and democracy because
they were convinced we
were not ready. Democracy
becomes urgent only when
territories have to be given
up. Otherwise good old au-
thoritarian government
should go on.

| have said that we were
lucky to have been born a
democracy and to havé

doubt that China’s “social-
ist market economy” rejects
laissez faire capitalism, the
extreme type of market
economy which regards the
Government as extraneous.
With the possible (and
only possible) exception of
Hong Kong, all eight of us
do reject laissez faire capi-
talism. We each have ap-
plied socialistic central
planning and controls to
some degree or other. Some
have indeed tried state en-
terprises as a means of
breaking into certain areas
of business which involved
greater risks or extremely
long gestations.
Most certainly, all eight of

Had we simply taken — lock, stock and
barrel — a different democratic system that
might have worked well elsewhere, we
might today be in deep trouble.

evolved a productive Malay-
sian democracy. We were
also lucky in that, unlike
China, we have more or less
?lways had a market sys-
em.

Even so, 10 years ago we
started a process of further
market reforms which have
transformed us from an ag-
ricultural, commodity-ex-
porting economy into a
thriving industrial country.

Only 10 years ago, when
we started our latest round
of reforms, manufactured
goods constituted only 25
per cent of all our exports.
Last year, manufactured
goods accounted for 71 per
cent of a much-increased ex-
port volume. We are the
19th biggest trading union
in the world.

We are now receiving re-
luctant accolades for our re-
forms of policy and practice
over the last decade. Stiil
the advice keeps pouring in,
mostly gratuitous. Fortu-
nately, through a mixture of
good fortune and good judg-
ment — more good fortune
than good judgment —- per-
haps, we appear to have cho-
sen the right advice.

Still, it is always wise to
be open-minded, to be eager
to learn from the experience
of others, to seek outside
advice. But no amount of
intellectual brilliance and
sincerity can overcome the
iron law that in order for
policies and actions to work
they must always fit the spe-
cific conditions within
which they have to operate.

us seem to agree that gov-
ernments are not good at
business. Government man-
agers do not have the Kind
of bottom line concerns as
private managers.

1 am a strong believer that
governments have no busi-
ness to be in business, They
have a role in regulating
and curbing excesses. Left
to themselves the private
_sector can breed predators
which grow and grow and
swallow up their competi-
tors, forming monopolies
‘and cartels. Only govern-
ments can curb their ex-
cesses and break them up
when necessary.

However a free-market
economy, even when prop-
erly regulated, cannot guar-
antee success. Certainly it
cannot succeed if the essen-
tials are not in place. A
country which has known
only a command economy
for three-quarters of a cen-
tury cannot have the entre-
preneurs, the private capi-
tal, the management know-
how, the legal framework
and the market without
which the free-market sys-
tem cannot work.

It would not be suicidal to
switch from command to
market-economy, but it
would certainly require
time and nurturing. China
is right in not making a total
and immediate switch. It is
right in not attempting a
radical political about turn
simultaneously.

An anarchic situation is
not going to facilitate the
growth and flowering of a

interpretations and prac-
tices differ. Some consider
carrying guns as a funda-
mental right, others consid-
er lying as an absolute right,
others have various degrees
of limitations on individual
public behaviour, while oth-
ers still hesitate at legally
recognising homosexual
marriages and families.
What they do agree is that
anything they do or do not
do is democratic and-every-
body else not in their circle
is undemocratic.

The worst part is the as-
sumption that democratic
western countries can foist
their principles through un-
democratic means. They ob-
ject to other ideologies be-
ing spread by subversion or
force but they never hesi-
tate to use these same meth-
ods of spreading their ideol-
ogy.

Sanctions, arm-twisting
of various kinds and sus-
tained campaigns through
their controlled media are
weapons they never hesi-
tate to use. This proselytis-
ing for democracy veiled
only slightly the objective of
eliminating competition be-
fore it begins.

All this makes the task of

governing and developing
the developing countries
much more difficult. This
difficulty is made worse be-
cause everyone really wants
to practise a democratic sys-
tem of government and ac-
cept the free-market econo-
my.
No one really wants au-
thoritarian rule. But demo-
cratic anarchy and poverty,
brought about by the inabil-
ity of the free-market sys-
tem to function, create the
conditions for opportunists
with ambition to seize pow-
er and rule by fiat.

In East Asia we believe in
democracy and we are anx-
ious to practise it. But we
also believe in strong stable
governments that are not
easily pressured.

The liberal democracies of
the West have not produced
strong stable governments.
In some countries yearly
changes of government take
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conspiracy by the West to
undermine all the East
Asian economies. But con-
spiracy is not necessary. It
is sufficient for everyone to
see the danger threatening
them for them to act in con-
cert.

The early attempts to dis-
guise their intention by
talking about democracy
and human rights, etc have
now been largely jettisoned.
Now they are openly propos-
ing to eliminate the compet-
itiveness of the East Asian
economies in order to pre-
vent them from successfully
competing with the West.

The proposal for a world-
wide minimum wage is one
blatant example. They
know very well that this is
the sole comparative advarn-
tage of the developing coun-
tries.

They know that all the
other comparative advai-
tages, technology, capital,
rich domestic markets, legal
framework, management
and marketing network are
with the developed coun-
tries.

Indeed they had made
sure that their technology is
considered as intellectual
property and cannot be used
or copied by the developing
countries without the addi-
tional cost of hefty royal-
ties.

They know if the sole
comparative advantage of
the developing countries is
taken away from them, they
would be unable to compete.
Yet they pushed for this so-
called social clause at the
recent Final Act of the
GATT Round, openly de-
claring that low wages give
an advantage to the devel-
oping countries.

Since it is obvious that the
professed concern about
workers’ welfare is motivat-
ed by selfish interest, it is

.equally likely that the sanc-

timonious pronouncements
on humanitarian, democrat-
ic and environmental issues
are motivated by the same
selfish interest — the desire
to put as many obstacles as
possible in the way of any-
one attempting to catch up

On the other hand a prosperous China will
become the engine of growth firstly for East
Asia, including Southeast Asia, and then the

world.

place.
For long periods there
seems to be no government

and compete with the West.
They made a mistake with
Japan. They are not going to



The successful economies of East Asia have
somehow managed to give the people demo-
cratic rights without undermining the effec-
tiveness of governments.

liament so that the adminis-
tration is kept on its toes. In
several States various oppo-
sition parties have been vot-
ed into power. But few want
them in power in the central
Government.

The ruling coalition party
has always been broad-
based, bringing together the
widest range of political par-
ties, ensuring the widest
ethnic and geographical
representation.

But a world which toler-
ates and even encourages
ethnic cleansing in Bosnia
never tires of pointing out
the inadequacies of Malay-
sian democracy. They seem
unhappy that we are not
assailed by the violence and
instability that characterise
most new democracies.

They would love to see
our governments and poli-
cies change with each elec-
tion, so that the uncertain-

ties would deter
investments for economic
growth.

For what it is worth, I
believe that whilst my coun-
try’s success could not have
been achieved without a
democratic system of gov-
ernment, it would not have
been possible without our
particular form of democra-
cy. Had we simply taken ——
lock, stock and barrel — a
different democratic system
that might have worked
well elsewhere, we might to-
day be in deep trouble.

I am certain that had we
adopted the democratic sys-
tem now in place in some
western countries, you may
not have the Prime Minister
of Malaysia in front of you
today. He would be too busy
dealing with riots and
bombs in the Malaysian cap-
ital, assuming that a coun-
trtbf called Malaysia still ex-
ists.

God helps China if China
were to adopt policies which
can perform miracles else-
where but which would
probably be disastrous for
China. It surely must be the
task of China’'s leaders and
intelligentsia themselves to
pick and choose from the
methods of other countries
which could possibly fit in
with the conditions of Chi-
na.

The best thing that others
can do is to be open to the
Chinese about their own ex-
periences, good and bad,
that is if they wish the Chi-
nese well.

But I suspect the Chinese
are not going to be allowed
to do that. Already we see
the Chinese being badgered
and hectored to conform to
systems and values which
have been devised else-
where for the benefit of dif-
ferent people. It would be a
pity, for the world does not
need an isolated and bitter
China.

Let me now turn on to the
third task I have been asked
to fulfil.

I have said that although I
do not even speak for Asean,
my views may well reflect
that of East Asia, eight of
whose economies (Japan,
China, the Republic of Ko-
rea, Taiwan, Hong Kong,
Thailand, Malaysia, Singa-
pore and Indonesia) are now
commonly regarded as con-

stituting “the East Asian
Miracle”. The reason is crys-
tal clear and natural. De-
spite significant differences
between us, all eight of us
share the same basic per-
spectives. We actually pre-
sent only one model of eco-
nomic development.

The term “socialist”
means different things to
different people. Whatever
the subtleties, there is no

tree market. Certainly 1t 1s
not going to help the transi-
tion from a command econo-
my to a market economy.

China needs the strong
Government that it has. It
may be authoritarian, but it
is better than anarchy.

Business needs order. It
needs to have a predictable
future, for few businesses
are immediately profitable
or successful. The bigger
the business, the longer is
the gestation, and the great-
er is the need for a predict-
able future.

A firm strong government
can reasonably ensure a
predictable future. A weak
government, depending
upon a fickle public, buffet-
ed by the demands of the
extremists of the right and
the left, cannot be stable,
much less ensure predict-
ability.

There is no such thing as
a free lunch. And govern-
ments, good governments,
cannot be had for free. A
price will have to be paid.
Before a good government
can be conjured up, sacri-
fices will have to be made.

For the 1.2 billion inhabit-
ants of this great nation,
individual freedom to go
against the interest of the
majority, is a luxury it can
ill-afford now. The day will
come when individual free-
dom to disrupt and under-
mine the well-being of the
great majority will be en-
shrined in the democratic
values of China. But for the
moment the interest of the
majority demands an order-
ly society.

Democracy is the greatest
idea ever conceived by man.
Like all such ideas it was
not born perfect. Who today
would regard 10 per cent of
the population having the
absolute right to rule a state
as democratic? Yet that was
the democracy in the Greek
city states which first con-
ceived democratic govern-
ment. In their view women
and slaves had no rights.

It took centuries to im-
prove the concept. Today
democracy takes numerous
forms. Even among the
western liberal democrats

at all. And when there is,
the government seems more
anxious to preserve itself
rather than provide good
government.

Excessively populist gov-
ernments have no princi-
ples or policies or pro-
grammes. They merely try
to satisfy just about every-
one. And that is fatal. There
is no way any government
can satisfy everyone.

On the other hand, the
countries of East Asia,
wanting to catch up in
terms of development with
the West, need stability and
predictability. Countries
with regularly changing
governments cannot have
consistent policies especial-
ly towards investors. We
cannot have one govern-
ment nationalising and the
next privatising, or one giv-
ing Iincentives which are
then withdrawn by the next
one.

The problem is that de-
mocracy is inherently un-
stable. This is a virtue in
itself. It is the fear of being
thrown out that motivates
democratic governments to
do their best for the people.

But people are also fickle
and extremely forgetful.
And so despite proving good
government, there is no
guarantee the people will
not reject it at the next elec-
tion.

Changing governments is
disruptive. Indeed even
changing leaders is often
disruptive. The virtues of
democratic instability are
negated by the drawbacks.

The successful economies
of East Asia have somehow
managed to give the people
democratic rights without
undermining the effective-
ness of governments. It is
not unusual for the same
party to be returned again
and again with strong ma-
jorities intact.

The competing economies
of the West are not happy
with this. It puts them at a
disadvantage. They would
like the East Asian democ-
racies to be weak and unsta-
ble like theirs, or worse.

Maybe there is no grand

make any more mistakxes.

I have already said that
although I cannot presume
to speak for Asean, much of
what I say would reflect the
common thinking of the
Southeast Asians and the
East Asians. This is becaise
we are all in the same boat.

I have said that China did
right in sticking to its brand
of socialist politics while es-
pousing a version of the
market economy. It is right
because it has managed to
avoid the kind of economic
and political anarchy that
the Soviet Union has suf-
fered. It is right because it is
apparently more successful
economically. It is growing
and growing very fast.

When a country of 1.2 bil-
lion does anything it will
have world-shaking effect.
Southeast Asia is very close
to China. Obviously it is go-
ing to feel the tremor more
than most other parts of the
world.

We in Southeast Asia
have always felt the influ-
ence of China. Almost with-
out exception we have Chi-
nese minorities, some very
substantial. There is even a
Chinese State in our midst
now. We understand the
Chinese and we understand
China.

When a country is poor it
cannot expend much on the
armed forces. When a coun-
try becomes rich, even if it
spends the same percentage
on the military, the absolute
amount is going to be con-
siderable.

Japan was told to spend
not more than one per cent
of its GNP on the armed
forces. In 1945 that was a
tiny sum. Today one per
cent of Japan’s GNP would
exceed the military budget
of most Western countries.

Similarly a rich China
would spend much more
than what it is spending
now on its forces. It will
then become a true world
power and have the atten-
dant economic and political
clout.

But historically China has”

I PLEASE TURN TO
PAGE 15, COL 6~



"West preoccupied with
question of aggression’
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-hot-exhibited any consistent

policy of territorial acquisi-
tiveness. Its neighbours
may have lost some disput-
ed territory, but full inva-
sion and colonisation has
not been a feature of Chi-
nese history. This differs
very much of course from
the European record.

This question of Chinese
aggression occupies much
of the western mind. This is
because historically hege-
mony and violent or peace-
ful occupation of territories
had always been the West's
approach to self-preserva-
tion and wealth. So now
they naturally suspect Chi-
na of having similar ambi-
tions.

If Southeast Asia is not
apprehensive of Japan, it
should not be worried about
China. If we must be appre-
hensive. we must be appre-
he?sié of both. The pres-
ence of a western power will
not make a difference espe-
cially after Haiti, Somalia,
Bosnia and Rwanda, It takes
only one soldier to be killed
before the whole force will
be withdrawn.

On the other hand a pros-
perous China will become

the engine of growth firstly
for East Asia, including
Southeast Asia, and then
the world.

If 1.2 billion Chinese are
half as rich as the Ameri-
cans the size of the market
will be almost unimagin-
able.

Although it can be expect-
ed that China will export to
the world it will still have to
buy a whole lot of things
from the rest of the world.
The Southeast Asian coun-
tries would have at their
doorsteps a huge market for
their edible oil, gas and pe-
troleum products, and even
manufactured goods.

On the other hand China
L£annot remain competitive
forever. Its cost of produc-
tion will go up and its ability
to export would be reduced.
The Southeast Asian coun-
tries would continue to ben-
efit.

Southeast Asia should
have no fear of a wealthy
and strong China. Indeed
Southeast Asia should wel-
come a wealthy China. They
will share in the wealth
through trade and economic
interaction.

In the “socialist market
economy” the Chinese have
found an answer to their

political and economic
needs. Admittedly, spread-
ing wealth evenly in a mar-
ket economy is far more dif-
ficult than spreading
poverty evenly through the
command economy.

There will be many politi-
cal problems, not least the
demand for greater public
participation in the political
process. The Government
will have to give in, fighting
rearguard action all along
the retreat. There may even
be some upheavals and
bloodshed along the way.
But the Chinese are likely to
handle it better than the
Russians or the Yugoslavs.

East and Southeast
Asians can reasonably ex-
pect this scenario as being
more likely than that pro-
jected by European and
American observers.

With China’s modernisa-
tion and economic develop-
ment, the wheel of progress
would have turned a full
circle and Asia would, at the
very least, regain its place
in the world’s civilisation.
Europeans may not like this
but there is no reason for
Asians to actively assist
them in order to block Chi-
na and delay Asia’s rightful
place in the sun.
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