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Question: How will the 
East Asia Economic Cau- 
cus (EAEC) be promoted? I 
think it will take time be- 
fore the EAEC can become 
a reality but I believe we 
should move towards its 
formation. But perhaps it 
would be better for coun- 
tries to Rave state-to-state 
or region-to-region consul- 
tations for trade promo- 
tions. 

Dr Mahathir: I agree that 
we can’t hurry the-process. 
It takes time. That’s why 
we’re gathered here, and 
\?u can hear the explana- 
tlon rrom tye norse’s 
mouth, so to speak. We 
know that there will be re- 
sistance. We know that 
there will be suspicion. It’s 
our duty to clear the suspi- 
cion and overcome the re- 
sistance. 151, time, people 
will realiso that the EAEC 
is harmless to the rest of 
the world but good for East 
Asia. And since East Asia is 
going to be an important 
segment in the world econ- 
omy, it should be allowed to 
decide for itself what it 
wants to do. It should not 
have its growth obstructed 
or hampered. It is our duty 
to explain the EAEC to 
those who are unhappy. In 
time they will come to rea- 
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lise that we mean no harm. 
The steps taken by some 
Japanese here have been 
the right step. We’ll work 
together witlithat segment 
of Jaaan who understands 
and supports the EAEC. We 
really need the understand- 
ing of Japan to make the 
EAEC a success and a reali- 
ty. 

Question: You put for- 
ward a strong case for the 
EAEC in your speech at the 
Asia-Kyushu Regional 
Summit. Can you explain 
the EAEC vis-a-vis APEC? 

Dr Mahathir: The EAEC 
and APEC are two different 
organisations. The EAEC 
can work as a caucus with 

APEC. The EAEC is intend- 
ed to help less developing 
countries and therefore it 
can fit within APEC. The 
EAEC is also intended to 
give a .stronger voice in 
East Asia, especially in 
matters concerning invest. 
ments and technology. It 
should help promote a cres- 
cent of pros 
region. APE 8 

erity for the 
cannot be a 

trade organisation and be 
institutionalised as such 
because if there’s going to 
be any trade liberalisation, 
it should be in the context 
of the World Trade .Organi- 
sation. One must remem- 
ber that some economies 
are weak and therefore can- 

not be subjected to a wide 
degree of liberalisation. 
Question: Your talk was 
really impressive, but you 
didn’t mention security at 
all in your speech. East 
Asia cannot deal with secu- 
rity issues on its own re- 
sources. Just look at the 
threat posed by North Ko- 
rea with its nuclear capa- 
bilities. Look at Europe 
with its triple defence 
mechanisms - NATO, the 
European Military Defence 
Network and Bilateral Mil- 
itary Arrangements. Asia 
hasn’t reached that stage. 
We don’t have a uniform 
military resources ar- 
rangement. What is your 
thought on the matter? 

Dr Mahathir: Yes, I 
didn’t refer to security in 
my speech. I don’t think we 
should be obsessed with se- 
curity any more. It is true 
that we should feel concern 
about,people using nuclear 
weapons. Bdt if there is go- 
ing to be a nuclear war, it 
cannot be a regional war. A 
nuclear war will be a world 
war. The whole world will 
be threatened. Therefore, 
for securitv. I think we 
need total ikternational in- 
volvement. In any case, can 
we really rely on any one 
country for our security? 

We really cannot expect 
our security to be guarded 
by others. This is a fiction. 
If there’s special interest, 
yes, there will be some 
help. Otherwise, no. But 
nowadays no one wants to 
send soldiers to defend 
things like human rights or 
massacres. You have to 
look at what has happened 
to Rwanda and Bosnia-Her- 
zegovina. 

have to pay because we bor- 
rowed Yen. Suddenly we 
find the Yen has gone by 50 
per cent. It is not our deci- 
sion and it is a burden to us. 
Yen can be pushed up or 
down. This 1s decided by 
certain people. 

How can we push the Yen 
down? Well, why not re- 
duce everything in Japan 
by 50 per cent? Not the ex- 
change rate. leave the ex- 
change rate’alone. Reduce 
costs by 50 per cent and 
nobody is going to lose. Sal- 
aries 

a cent, t 
o down by 50 per 
en the price of beef 

goes down, transport costs, 
food, etc. What happens of 
course is that you’re deal- 
ing with a smaller amount 
of-money. But in terms of 
purchasing power, it is the 
same .You can buy the 
same amount if everything 
is reduced bv that amount 
because everyone takes a 
50 per cent cut. Cost of pro- 
duction will also be re- 
duced by 50 per cent. Then 
your goods can be more 
competitive. Your goods 
will then cost 50 per cent 
less in Yen terms and there- 
fore in exchange rate them 
as well. I think it can be 
done. The question is 
whether you want it done 
or not. 

But if you allow the Yen 
to go up and be unstable, 
how can the Yen be used as 
a currency of settlement? 
Look at oil prices which are 
in US dollars. The US dollar 
depreciates against the Ma- 
laysian ringgit, and we lose 
money. On top of that, the 
price of oil has gone down. 
And oil is an imnortant ele- 
ment in your economy. Ja- 
pan gained because the 



If there’s war in East 
Asia, it’ll be a world war 
because others will join. I 
think we should all try to 
resolve our relationships 
by ourselves. All of us have 
learned big lessons from 
the war - China, Japan, Ko- 
rea. 

They know that war will 
not win us anything. There- 
fore, we need to f&us on 
getting together and under- 
standing each other rather 
than decidingbeforehand 
who’s the enemy. The mo- 
ment we identify our ene- 
my that way we’re setting 
the first stage of war with 
that country. We should 
not consider each other as 
memies, but as friends 
working together in order 
to trade for prosperity. 

Malaysia has every rea- 
son to fear China. Look at 
;he communist insurgents 
n Malaysia. They were 
supported by China, but 
row China and Malaysia 
Ire the best of friends. We 
rave investments in China 
md they have investments 
n Malaysia. We work to- 
:ether. We can be friends. 
rhe Chinese realised that 
here’s no benefit from mil- 

itar 
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conquests. China 

sionary ages ago because 
we had dealings with it 
since the 15th Century. But 
we became a colony of the 
Portuguese instead, and 
then the British, who were 
many thousand miles 
away. If we work to ether 
towards a crescent o B pros- 
perity in East Asia, I think 
security will not be a prob- 
lem. Merely arming our- 
selves by having more na- 
val ships, or rockets, or 
Patriot missiles and all that 
will not resolve anything. 
By idenfifying your ene- 

American dollar depreci- 
ates against the Yen. 
Therefore, the price of oil 
you pay today is one-third 
that which you paid during 
the first oil shock. 

Actually, when you pay 
one third for your oil, the 
price of things in Japan 
should go down. But if I 
understand correctly, the 
price of things in Japan did 
not o down. You pay one 
thir of the price and yet 3 
your prices have not one 
down. Somebody is ma ing B. 
money somewhere. 

But if people managed 
their economy reasonably, 
and if there is no instability 
in the exchange rate, I 
think accepting any one 
currency as a currency of 
settlement will be reason- 
able. If not, we have to re- 
sort to some form of barter 
trade, which is what Malay- 
sia has done. 

But now we are told by 
the World Bank that we 
have no right (to do that). 
Of course we don’t exactly 
barter or exchange goods. 
What we have done is to 
give some credit to our buy- 
ers of palm oil so that thev 
can buy our plam oil with 
;$,credit we extend to 

We are told now that as a 
developing country, we 
can’t do it. But develoued 
countries can extend &&it 
and promote the sale of 
soyabean oil and other oil. I 
don’t know whether it is 
possible for us to accept 
this kind of trade relations. 

So with regard to ex- 
change rates and world cur- 
rencies, it’s not getting any 
better. Of course, the peb- 
ple who trade in currencies 
are very happy. They make 
a lot of money. But who 
benefits act$$? -Nations ^I_ .._I > 

mies beforehand will not y,uo nor oenent. remaps we 
help. Let’s not concentrate should return to Bretton- 
on the security issue to the Woods. but I don’t know 
exclusion of the uossibilitv 
of us working together. ” 

In Europe, we see an un- 
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where 200,000 Bosnians 
were murdered by the 
Serbs in front of their eyes, 
where 50,000 women were 
raped and two million Bos- 
nians pushed out of their 
country, what have they 
done? 

whether we can. I think 
there must be some disci- 
pline in the international 
currency exchange market. 
Until then, designating the 
Yen as currency of settle- 
ment is not going to help. 
Neither is the present use 
of the US dollar as a curren- 
cy of settlement. The best 
method is still barter trade 
or counter trade. In other 
words,. we should become 
primitive again... 

Can we really rely on 
them to help us? What 
about the Kurds in Iraq? 
They were encouraged to 
overthrow Saddam ’ (Hus- 
sein). They were slaugh- 
tered by Saddam. 

We’d be making a mis- 
take if we think that others 
will help us. The only way 
for us to keep the peace is 
by working together and 
we will see. for the first 
time, a situation in East 
Asia that is far more peace- 
ful than in either Africa or 
Europe. We won’t see the 
kind of things we see in 
Bosnia, nor the situation in 
Rwanda. If Asians want to 
be reasonable and under- 
stand the situation, we can 
do so. My observation is 
that we cannot rely on oth- 
ers, we have to rely on our- 
selves. 

Question: How can the 
Yen be brought to a reason- 
able level? Can the Yen be 
used as a .currency for set- 
&amnpt in mternatronal 

Dr Mahathir: I‘happen to 
have some radical views on 
currencies. They can go up 
and down and create havoc. 
The Yen has been going up 
all this while. Why? Be- 
cause people want it to ap- 
preciate. Some people 
think that Japan had an 
advantage because the Yen 
was cheap. So, they forced 
the value to go up. These 
people are competitors to 

dapan. They think that a 
competitive ;-Yen would 
make them uncompetitive. 

When the Yen goes up,, it 
is countries like us which 

Question: The Yen’s appre- 
ciation has made you de- 
clare that Malaysia will 
not borrow any more Yen. 
Would YOU consider bor- 
rowing ?rom Ja 
currency is in t ! 

an if the 
e US dol- 

lar, for instance? 
Dr Mahathir: The appre- 

ciation of the Yen was to 
enable other developed 
countries to deal with Ja- 
pan. For us, we have to pay 
at least 150 per cent of our 
money for the Yen we bor- 
rowed as a result of the 
appreciation. There is like- 
lihood that the Yen will go 
up again, and maybe at a 
higher rate than now:, 
However if the Yen credit 
is denominated in curren- 
cies more stable than the 
Yen, then we may consider. 
That is to say, we are will- 
ing to consider if the cur- 
rency offered is stable rela- 
tive to the Malaysian 
Ringgit. 

Question: Japan is bid- 
ding for a seat on the Unit- 
ed Nations Security Coun- 
cil. What is your view on 
this? 

Dr Mahathir: Malaysia 
supports Japan’s bid- on 
two conditions. One, if it’s 
made in the context of re- 
structuring the UN; and 
two, Japan must be respon- 
sive with regard to the du- 
ties of the UN worldwide. 
This includes undertaking 
military duties under the 
UN. This means Janan 
should also be prepared to 
send its troops on UN mis- 
sions, as done by some oth- 
er members of the UN Secu- 
rity Council 
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