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WHEN a busi ness sector starts generating nmegabucks, everyone will be
jostling to get a slice of the action and then the inevitable tussle
occurs over who should get what and why.

Oten, battle lines are drawn around taxes, duties and tariffs as
busi nesses are understandably |oath to give up any portion of their hard-
earned noney to governnents.

So, when the concept of tax holidays cane in as a whiff of fresh air
back in the early 80s within Asia, it was eagerly enbraced by American and
European firns seeking to expand their business.

As a result, many of these firns have becone global giants with a
substantial block of their earnings comng fromtheir thriving Asian
i nvest ment s.

In turn, the spin-offs hel ped many energi ng Asi an nations ki ckstart
their econom es and post the enviable high growh rates that have led to
rising affluence anmong their citizens.

However, the picture is not all rosy despite this seemngly w n-wn
situation as rising nationalistic interests together with commercial and
soci al expectations cone into conflict.

It was with much reluctance that foreign firns came to accept the need
for tariff barriers inposed by nany Asian nations to protect their
energi ng donestic industries before an equal playing field could be
est abl i shed.

But, for the conmputer equipnent industry, this argunment did not really
apply as nost of the equipnent had to be directly inported fromthe
devel oped nations and it was only |later that manufacturing concerns in
this field set up their operations in Asia - but still under foreign
control

As such, the policy of taxing the rich inevitably canme to play as
computers and rel ated equi pnent were seen as rich nen's toys - a
perception that was qui ckly dispelled when the inportance of conputer
equi prent to industries becanme recogni sed.

G ven this change in outlook, tariffs on conputer equipnent were
gradual Iy sl ashed or done away with to pronote the use of such
t echnol ogi es.

The proposed Information and Technol ogy Agreement that is expected to
take effect worldwi de later this year takes these efforts one step further
- the conpl ete abolishnent of all tariffs and taxes on conputer equi pnent.

Despite the apparent unfairness of such a privileged class of businesses
bei ng established, the rationale for the nove is sound as conputer
equi prrent and rel ated technol ogi es have already proved to be the critica
foundations for the growth of econom es.

Mal aysia is clearly in agreenent with this principle, judging by past
remar ks made by Prinme M nister Datuk Seri Dr Mahat hir Mhamad and
I nternational Trade and I ndustry Mnister Datuk Seri Rafidah Aziz.

During the inaugural Wrld Trade Organisation Mnisterial Conference in
Si ngapore |l ate | ast year, Rafidah about 60 per cent of Malaysia' s IT
products was already at zero tariff, and that Mal aysia had much to gain
since it was the world's | argest producer of sem conductors.

Even so, she managed to persuade the | TA's nain proponent, the acting US
Trade Representative Charl ene Barshefsky, to allowthe tinetable for
complete tariff removal be flexible for devel opi ng nati ons.



In so doing, Rafidah won the nost inportant concession of all on the
part of nore devel oped nations - an open outl ook at the current on-going
| TA negoti ations at Geneva, which is due to be conpleted by April 1

Under the I TA, products to conme under the zero-tariffs category include
capacitors, photocopiers, fibre optic cables, conputer nonitors,

t el ecommuni cati on equi pnent, graphic display tubes, all conputer software
and sem conductors.

Tariff cuts will take place fromJuly 1997 in four stages up till Jan 1,
2000 at the | atest.

Since then, Ml aysia has agreed to sign the ITAin July after exanining
the draft docunent in detail and to ensure there are no hi dden agendas
buried in the agreenent.

Rafi dah said there were only about 10 product itens covered by the I TA
whi ch Mal aysia was | ooki ng at nore closely. But given the Governnment's
strong support for conmputerisation, this natter now seens to be a foregone
concl usi on.

Together with Mal aysia, the Philippines and four other Asian countries
yesterday declared their intention to join the Information Technol ogy
Agreenent, a decision that would give the much-needed critical nass for
the agreenent to take effect.

The six countries together conprise six per cent of the total global IT
trade. For the ITAto take effect, it will have to be agreed to by enough
countries to constitute 90 per cent of the world IT trade.

Last year, the | TAwas formally endorsed by 28 countries representing 85
per cent of global IT trade. In addition to the US and EU nenbers,
countries that signed the agreenent are Australia, Canada, Taiwan, Hong
Kong, Icel and, | ndonesia, Japan, Korea, Norway, Singapore, Switzerland and
Tur key.

How this agreenment will benefit everyone and the MSC project in
particular is clear - cheaper equipnment to allow for even | ower start-up
costs such that the funds get to go to skilled staff, where they are
needed nost.

Also, the ITAwill allowfor the export of such equi prent abroad with a
guar ant ee that Mal aysi an-nmade products will be able to conpete on an equa
footing in any country around the worl d.

This is exactly what the MSC project is nmeant to achieve - the
gl obal i sati on of Ml aysi an products and skills via the nost futuristic
means possible so as to be perceived as the best possible in an
i ncreasingly nore conmpetitive trade environnent.

And despite the seem ng contradiction, Barshefsky agreed to the open
trade environnent and even praised Mal aysia for having a vision to set up
the MSC project, which ultimately will create the world's first paperless
Gover nnent .

For in an open trade environment, an equal playing field is created
without artificial barriers to unfairly prevent a conpetitor from peddling
his products - with the ultinmate | oser being the average consumer.

And in the increasingly global trade environment, every average consuner
becones the next trade partner and a vicious circle gets forned - as can
be seen by the annual confrontations between the US with China and Japan.

During such instances, everyone sits up to watch as it only takes one
unfriendly nove to spark off a slinging match in which everyone inevitably
gets dragged in and all international trade could cone to a halt should
the final arsenal of trade enbargoes be instituted.

But, what about the protection of donmestic industries?

Under st andi ng the MSC project's spirit provides a clear answer to that
question. |If an industry needs protection, it is obviously lacking in the
necessary resources to conpete and shoul d address that shortfall first.



Bei ng the best is not about having a protective unbrella under which one
brashly boasts of having the biggest nmarket share within a certain narket.
It is about going head-to-head with the best and earning the respect of
all.

And that's the attitude the MSC project nmeans to convey, and an attitude
whi ch all Mal aysi ans should be striving for. O herw se, Vision 2020 will
end up being nothing nore than a joke.
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