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New Japanese role in inter-Asian economc relations

Jai | ani Harun

THE two-day visit by Japanese Prem er Ryutaro Hashinoto to Kual a Lunpur

| ast week, and the scheduled visit to Tokyo next week by Prime M nister
Datuk Seri Dr Mahathir Mhanmad, can be described as efforts to rejuvenate
i nt er- Asi an cooperati on.

For the past few years, the inportance that Japan placed on Sout h- East
Asi a seened to have been eclipsed by the US and its other allies in the
G oup of Seven (G 7).

Even sone Japanese di pl omats in Mal aysi a, including Anbassador |sse
Norrura, had noted their strong feelings that Japan- Mal aysi an rel ati ons
"were at a crossroads, and that we should not take friendly relations for
granted".

In economc relations, Japan renmins Ml aysia's | argest trading partner,
currently accounting for 19 per cent of Malaysia's total trade. Since
1980, bilateral trade has been expanding at an annual rate of 14 per cent,
and is continuing to grow

Mal aysia's trade with Japan has nore than doubled to RW6.5 billion in
1995 fromRM31.6 billion in 1990, with the balance in Japan's favour. In
the first 10 nonths of |last year, Malaysia' s trade deficit with Japan
reached RMA.5 billion froma total bilateral trade of RVMB5.4 billion.

Exports to Japan during the period totalled RML5.5 billion, and inports
RML9.9 billion. Japan is Malaysia's third | argest export market as well as
the biggest trading partner, accounting for sone 20 per cent of the
country's gl obal trade.

Japan is also Mal aysia's biggest foreign investor with total cunul ative
capital investnent of RVR5.3 billion between 1980 and COct ober | ast year.

Dr Mahathir has said that deficit with Japan is a concern. After three
consecutive years of surplus in 1985-87, Ml aysia has since suffered a
persistent deficit, growing fromRMB05.9 mllion in 1988 to RVM9.5 billion
in 1995.

Mal aysi a, of course is not an exception. Al npbst every nation that trades
wi th Japan suffers a deficit. In the case of the US, threats and counter-
threats have cumulated in a trade war between the two countries caused by
a wi deni ng trade i nbal ance.

Wth Asean and other countries in Asia, Japan could be its beating druns
for simlar surpluses, although none of its Asean nei ghbours had issued
any threats to address the situation. But the hope is that Tokyo will not
wait for such a nmonent. Japan nust realise that it is tinme to redress the
trade i nbal ances, or face the consequences of beconing | ess popul ar anpng
its Asian trading partners.

Quite apart fromthe bilateral ties that the countries continue to build
on, Japan needs to el evate such a relationship to a higher plane; that is,
novi ng towards nmore joint-collaboration in assisting third countries as
wel | as pronoting nutually beneficial sub-regional and wi der regiona
i nterests.

Such sentinments are very nmuch in tune with Malaysia's agenda. In the
econom ¢ arena, for exanple, the 1994 trilateral joint venture between
Mal aysi an and Japanese conpanies with Chinese firns for production of car
engi nes and conponents in China should pave the way for nore collaborative
efforts el sewhere.

The Ml aysi a-Japan initiative could be expanded to assi st other |ess
devel oped countries, such as the Central Asian nations, in their efforts



intransforming their centralised econom es to market econoni es.

Wthin the Asean sub-region, the devel opnent of growth triangles and
ot her Asean cooperative schenes could be enhanced with Japanese
participation in joint-venture investnent.

On the wider regional |evel of cooperation such as the Asia-Pacific
Econom ¢ Cooperation (Apec), Ml aysia is indeed pleased that Japan has
hel ped provi de the bal ance which the devel opi ng Asi an nenber countries had
hoped for.

Japan, Mal aysi a and ot her East Asian nmenbers were able to work together
to have the principle of "conprehensiveness"” balanced with "flexibility".

Mal aysi a and the devel opi ng countries are also pleased that with strong
Japanese support their efforts at seeki ng econom ¢ and techni cal
cooperation in Apec were successfully reflected in the Gsaka Action
Agenda.

Inthe G7, as Asia's sole representative, Ml aysia and ot her Asian
countries would like to see Japan in a position where it can ensure that
the region's interests are well pronoted.

Al t hough Japan has been sitting on the fence with regards to the East
Asi a Econom c Caucus (EAEC), Mal aysia believes Japan will still play an
active role in sub-regional dialogues and cooperation with Asean, China
and Sout h Kor ea.

And on its part, Malaysia will continue to attract Japanese invest nent
inthe future and the country will al so becone the centre of the
producti on base for Japanese corporations in Asean.

However, being one of the nost attractive countries for foreign
i nvestors, there would be a change in the future direction of Japanese
i nvestnent in Malaysia anid the changi ng external environnent.

Japanese corporations are likely to shift to Malaysia the production of
the niddl e grade and sone of the high grade electric and el ectronic
machi nery.

The research and devel opnent sector will likely shift its base with the
ai mof establishing a design facility. This takes into account both the
| ocal production capability and the antici pated needs of the Asian market.

Subsequently, the Japanese corporations are |likely to shift further the
producti on of already marketed products from Mal aysia to other countries
in the region, nanely |Indonesia, the Philippines and Vi et nam

Thi s means that Japanese corporations will consider Mal aysia as the
centre of their production base in Asean and will take active steps to
rebuild a division of |abour within their production network in the
region.

For this reason, it is anticipated that Japanese investnent in Ml aysia
wi Il continue to expand, and factories enlarged, particularly by the
el ectric and el ectroni cs manuf acturers.
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