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INTERNATIONAL DIALOGUE ON SMART PARTNERSHIPS IN LANGKAWI YESTERDAY

Smart partnerships
for global harmony

TERM we hear of-

ten 1s the Zero Sum

Game, a game in

which the winner
wins at the expense of the
loser. When we add up the
result of the contest, there is
no real gain from it.

[t is just a process of
transferring what one con-
testant has to the other, the
so-called winner. The net re-
sults is no different from the
situation or the assets at the
start.

If this is to be the basis for
irade between nations then
there will be no growth for
the world as a whole; only
growth for one or the other
of the trading partners.

Thus the growth of the
poor natons must result in
the impoverishment of the
rich to prevent the poor
from ever growing.

Similarly, the growth of
the rich must be at the ex-
pense of the poor. Not being
in a position to prevent this,
the poor will merely get
poorer.

We know in fact that this
is not the case. Over the
years, the economies of all
countries of the world have
grown.

There are many reasons
for this but [ would like to
draw attention to the expe-
rience of Malaysia where
economic growth has not
really been at the expense of
othors.,

Indeed, the opposite is
true. Malawms prosperity
has benefited most of her
partners.

Early on, after indepen-
dence, Malaysia bucked the
trend. Instead of being ultra
nationalistic and ejecting
foreign participants in 1its
economy, Malaysia actually
invited more foreign in-
volvement in it.

As a result, many foreign
companies invested in Ma-
laysia. Since our main prob-
lem was unemployment, we
created conditions suijtable
for labour-intensive indus-
tries.

It was not cheap labour
which we touted. Rather, it
was the generous incen-
tives, infrastructure and the
political stability. The lower
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cost of labour in Malaysia
has always been because of
a deliberate policy of keep-
ing the cost of living low.
The Japanese took advan-
tage of this invitation most,
although others also came.
The net result is Erosperlty
for Malaysia and the present
full employment of its work-
force.

IT “beggar thy
neighbour” remains
the creed for this
world, sooner or later
we have to join the
ranks of the
unfortunate nations
of the world.

The foreign partners who
brought about Malaysia’s
Pros é)[—?‘l‘lty have not suf-
fered. Indeed, they gained
by being ableé to sell more
goods and get more con-
tracts from a more prosper-
ous Malaysia.

They, the investing com-
panies and countries, have
prgspered by making Malay
sia prosperous enough to

buy their goods and ser-
vices. ]
Today Malaysia, in a

small way, is trying to do
the same to the less devel-
oped economies of South-
east Asia.

We are investing there in

order to create employment
and generally to jump-start
their economic growth. The
resulis are already being en-
joyed by Malaysia and oth-
ers.

Not many refugees, eco-
nomic or political, are land-
ing on our shores now.
Trade with these countries
have multiplied manyfold.

And Malaysia has not lost
anything. We continue to
grow at eight per cent plus,
even as the Indochinese and
other countries prosper.

“Beggar thy neighbour” is
never a good policy. And
today all the countries of
the world are neighbours.

By impoverishing neigh-
bours a price will have to be
paid, including by the coun-
try which follows this poli-

cy.

Let us take the trade be-
tween Japan and Europe/A-
merica. Japan’'s emergence
as an alternative source of
manufactured goods was
beneficial to the poor coun-
tries.

The Japanese have a d1f
ferent business philosoph
They want market s are
rather than big margins.

Left to themselves, the
Europeans and the Ameri-
cans would have priced
their goods according to
what their own people could
afford. If they could not, it
was a simple matter to in-
crease wages or reduce cost
by down-pricing the raw
materials and energy from
the poor countries.

There would have been
nothing the poor countries
could do. They would have
to accept exchanging more
and more raw materials for
less and less manufactured
goods.

But the Japanese Kkept
their prices low in order to
penetrate foreign market
share. The result was that
the poor countries were able
to afford products which
otherwise would have been
beyond their reach.

If the Asian or African or
Caribbean farmer could af-
ford to buy a pick-up truck
or a television or a refrigera-
tor, it was because the Japa-
nese were able to produce

cheap but high quality prod-
ucts.

The West could have
adopted the Japanese ap-
groach and competed, thus

ringing prices even lower.

But the West was not will-
ing to give up its profligate
ways. Workers in the West
wanted high wages without
working as hard as the Japa-
nese.

Companies in the West
took the easy way out, sack-
ing their workers when
faced with losses. And gov-
ernments continued to pay
ridiculous unemployment
pay, sometimes as much as
90 per cent of last drawn
salary.

All these kept their cost
high and their goods uncom-
petitive.

Unwilling to make any
sacrifice the West decided to
render the Japanese prod-
ucts uncompetitive by fore-
ing the revaluation upwards
of the yen.

Today the yen is three
times higher in value
against the US dollar and of
course against the curren-
cies of most developing
countries.

What is the result? Japan
is now - going through its
worst recession from which
it does not seem able to re-
cover. Japanese goods are
no longer cheap. The Japa-
nese seem unable to manage
their politics with weak
Governments succeeding
weak Governments. Japan
is in deep trouble.

But the competing econo-
mies of Europe and America
have practically nothing.
They have not been able to
fill the void left by the Japa-
nese in the international
market place.

Their own economies are

not faring any better. Even_

if more European and Amer-
ican goods are imported into
Japan, the earnings from

these are not going to be’

significant. Despite the high
yen, the balance of trade
persists in being in favour of
Japan.

Clearly neither Japan nor
its competing trading part-
ners have gained anything
from the Plaza Accord and

- the yen appreciation.

For both sides, it is a lose-
lose situation.

What about third parties,
the developing countries
like Malaysia?

The appreciation of the
yen has trebled Malaysia’s
debt. Japanese products are
now priced out of the reach
of the peoples of the devel-
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the West remain too expen-
sive.

At the same time, most of
the commodities of the poor
countries are sold in US dol-
lars, which means that earn-
ings are even less able to
buy Japanese goods or pay
yen debts.

It is not just a lose-lose
situation for the developing
countries. It is a lose-lose-
lose situation for everyone.
Making Japan uncompeti-
tive may by good for the ego
but it is not very smart.

When are we going to
learn that beggaring your
neighbour does you nothing
good? Indeed, as has been
pointed out, it has done ev-
eryone a bad turn.

Surely the better thing to
do is to “prosper thy neigh-
bour”.

What applies to countries
also applies to companies,
even to individuals. Again
Malaysia can provide the ex-
ample. We had an abun-
dance of low-cost labour, the
result of our low cost of liv-
ing, who are quick to learn
new skills.

The manufacturing com-

anies which came to Ma-
aysia availed themselves of
Malaysia’s assets which
also included political sta-
blhty and general hospital-

’I‘he result is that their
products become affordable
and competitive in the
world markets.

Perhaps by investing in
Malaysia they deprive the
workers in their own coun-
tries of jobs. But these are
highly skilled and highly
paid workers who could be
easily trained to do hi-tech

. jobs with higher value add-
- ed. Indeed, this is what the

Japanese did.

Investments by compa-
nies from developed coun-
tries in developing coun-
tries can be considered a
form of smart partnership.
Similarly, co-operation be-
tween individuals possess-
ing complementary skills
fall within the category of
smart partnership.

Nations, companies and
individuals should really
strive for a win-win situa-
tion, for partnerships which
benefit both instead of one
at the expense of the other.

By adopting this philoso-
phy, individuals, companies
and nations will all be more
prosperous.

As it is, relative to the
unprecedented advances in
science and technology, the
world todav is poor. Whole



finding more and more of
their citizens living under
bridges, pitifully covering
themselves with cardboard
boxes and begging for a liv-

ing.

Malaysia has striven to
escape form the poverty
trap. We have, to a limited
extent, succeeded. But for
how leng can we succeed?

If “beggar thy neighbour”
remains the creed for this
world, sooner or later we
have to join the ranks of the
unfortunate nations of the
world.

Can Asia be stopped? It is
not likely. Sooner or later
the Asian economies must
outstrip the rest of the
world. Will Asia then brow-
beat the Western nations
the way Asian countries are
being browbeaten now?

It will be unfortunate if
Asia’s emergence as a pow-
erful economic region re-
sults in a confrontation
with the rest of the world.
There is nothing to be
gained by anyone in the
end. Asia needs the rest of
the world to be prosperous

If there is to be no confrontation, if
there is to be a smart partnership
between Asia and the developed world
in the West, the foundations must be laid

now.

The world today is divid-
ing itself up into blocs, an-
tagonistic blocs with the ob-
jective of gaining for one at
the expense of the other.
Only Asia has no trade bloc.
But there is fear that Asia
might unite and defy the
West.

Imagine a trade bloc con-
sisting of Japan, the world's
second biggest economy,
China with 1.2 billion people
and the potential of being
the world’s most powerful
economy, together with Ko-
rea, Taiwan and Southeast
Asia. With almost two bil-
lion hardworking and skill-
ful people and the capacity
to make full use,of modern
technology, the confronta-
tional potential is frighten-
ing.

It will totally dominate
the world.
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even as Europe and Ameri-
ca need a prosperous Asian
market. A troubled Europe
and America is just not good
for Asia.

If there is to be no con-
frontation, if there is to be a
smart partnership between
Asia and the developed
world in the West, the foun-
dations must be laid now.
By adopting an unfriendly
attitude towards each of the
countries in Asia, the West
is unnecessarily antagonis-
ing them and pushing them
together. Singly they are al-
ready a handful. But united
they will be beyond han-
dling.

Whether it is admitted or
not, trade blocs have formed
in Europe and North Ameri-
ca. The North American

Free Trade Agreement
(Nafta) is to be extended in

order to include all of Cen-
tral and South America.
There are serious talks
about close collaboration
between Nafta and the Eu-
ropean Union.

In the meantime, Asian
countries are not even al-
lowed to talk to each other.
They may not form the East
Asia Economic Caucus, a fo-
rum for discussing mutual

roblems. Japan and South

orea are directed not to
join any such grouping. In-
stead all must join Apec
(Asia-Pacific Economic Cau-
cus) and be directed by the
dominant members from
among non-Asians.

All these are not likely to
be welcomed by Asian coun-
tries. If they become strong,
and this is very likely, then
they will not forget the un-
fair treatment they have re-
ceived. They are not likely
to propose partnerships for
mutual grosperity with the
West. They will plymp for
the Zero Sum Game, that is
Asian prosperity at the ex-
pense of Europe and Ameri-
ca.

Who knows what this will
lead to. Confrontation, eco-
nomic and military threats,
nuclear war or another Cold
War which goes on for de-
cades sapping everyone’s
strength. All these are possi-
ble, unless we are smart
enough now.

Smart partnership is
about companies working
together for mutual gain. It
is the logical and the best
approach, We should all
prosper not at the expense
of but together with our
partners and even our com-
petitors. Smart partner-
ships apply to individuals
too, and certainly to nations
worldwide.
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