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AEM BE WARY OF HOT MONEY OPERATI ONS, SAYS DR MAHATHI R

PETALI NG JAYA, Cct 16 (Bernama) -- Prinme Mnister Datuk Seri Dr
Mahat hi r Mohanad today cautioned Asean countries that while inviting real
I ong-term investnents, they should reject "hot-noney operations which do
not create wealth for us."

At a tinme when the currencies of several Asean econoni es have cone
under severe specul ative and nmanipul ative attack, Dr Mhathir said, they
shoul d nmake a distinction between specul ative short-term hot nopney
operations and serious investments in productive activities.

The prine ninister said the ability to discern between real investnents
and specul ative operations was vital as evidenced by the attacks on severa
Asean currencies which reveal ed how vul nerabl e they were.

For Asean's long-term prosperity, menber countries need to cooperate in
macro econom c policy fornulation to ensure the achi evenent of stable
sust ai nabl e econonic growh for the region, he said when opening the 29th
Asean Economic Mnisters (AEM neeting, here.

The two-day neeting, chaired by International Trade and I|ndustry
M nister Datuk Seri Rafidah Aziz, is being attended by trade and econonic
mnisters of the nine Asean countries including Mjannmar and Laos whi ch cane
on board last July.

Dr Mahathir said that while recognising the need for Asean to enbrace
the positive aspects of the devel opnent of capital narkets, they should
check agai nst abuses such as currency market nanipul ati on which had brought
much hardship to nmenber nations.

Turning to the role of the Wrld Trade O ganisation (WO towards
freeing global trade, he said: "Liberalisation is not about doing away wth
rules and | aws altogether."

"It is about everyone submitting to the sane set of rules, regulations
and laws on a world scale rather than a national scale,” he said. However,
t hey shoul d be enacted denocratically, he added.

Stressing that actions taken outside the WO should not be allowed and
shoul d not be respected, he said Asean continued to exert its influence
during the WIO ministerial conference |ast Decenber to disallow extraneous
i ssues and non-trade issues within the trade body's disciplines.

"We need to |liberalise without ignoring the dangers posed by those who
see only the opportunities afforded them by their strength and experience
and the weaknesses which their victins may have," he said.

Dr Mahathir said these factors forned part of several challenges Asean
woul d face. "While standing together to face problenms may not anount to
much, it is nmuch safer than isolating ourselves in the hope that we may not
be noticed and thus |left alone,” he said.

"Some postulate that the future of the world will be characterised by
herd behaviour and herd instincts...the different herds will wheel to the
left or the right or will charge ahead, tranpling upon whatever nay be in

the way," he said.

"This does not speak well of the progress human civilisation has
made. .. but then, the history of human civilisation is full of the
exploitation of the weak by the strong and the powerful," he said.

Wil e Asean integrated econom cally, he said, the grouping should al so
harness the benefits of information technology at a very early stage
"before the enornmity and speed of these devel opnents render it inpossible
for us to catch up."



"Here, Asean should ensure that the guiding principles for a framework
for electronic conmerce does not disadvantage the grouping but places us
all in a position to reap naxi num benefits. W cannot ignore that we need
revenue to govern ourselves and nuch of this revenue cones from conmerci al
activities," he said.

Dr Mahathir siad that in noving forward Asean m ght have to |look at the
way it cooperated with a new perspective... "our targets nust be that of
gai ni ng advantage from our strengths rather than nerely protecting our
weaknesses. "

He saidd: "W had struggled hard to gain independence and we cannot
afford to | ose our sovereignity in the nane of free, unrestricted breaching
of our economic and other borders... at |east we nust ascertain that such
breachings will be subjected to eventually beneficial rules."

He al so noted that Asean should reduce transaction costs, sinplify and
make transparent regulatory and administrative procedures as well as conbat
corrupt practices squarely.

To nmake the cost of doing business cheaper in Asean, he said, the
region's utility industries would have to review their efficiency and
liberalise the nore restrictive regulations relating to the cost of
electricity, gas, water and tel ecommuni cati ons.

He lauded the dispute settlenent mechani sm (DSM which provides a nuch
needed reference to deal with disputes swiftly and effectively, especially
since nore disputes would occur with greater integration.

Despite nunmerous difficulties, Asean has cone a |ong way, and now
boasts of a bold regional endeavour to create the Asean Free Trade Area
(Afta), which he said should be used to gain a greater foothold in the
i nternational market for both goods and investnents.

In this way, it would nmake the grouping an attractive investnent area
for long-term non-specul ative foreign direct investnments that attract
wor | d-cl ass producers to |ocate their operations in Southeast Asia, which
is projected to have a consuner base in excess of 500 nillion people by the
end of the decade.

He | auded endeavours to establish the Asean |Investnent Cooperation
(Ai co) schene, which goes beyond nmere tariff reduction by pronoting joint
i ndustrial cooperation as well as the devel opment of the Asean |nvestnent
Area (AlA).

The AIA, he said, was a key decision to enhance regiona
conpetitiveness through freer flow of capital as well as goods and effect
transparency and predictability of policies and practices in investnent,

t hus nmaki ng Asean an investnent haven.

Agai nst a backdrop of such endeavours, Dr Mhathir expressed confidence
that Asean econonic cooperation would be brought to a higher plane as
envi saged by the Fourth Asean Summit in Singapore in 1992, but said:
remain on this higher plane, we need to set our sights higher."

Ef forts should al so be geared towards developing the relatively weak
servi ces sector which has been highlighted as a major contributor to the
current account deficit, he said.

This was because the manufacturing and industrial sectors could not
remain as the only engine of growmh as their contribution to the Goss
Donmesti ¢ Product (CGDP) had al nost reached the opti mum he added

The grouping's ol der nenbers should also pay special attention to the
devel opnent gap between the old and new nenbers, Dr Mahathir said in
reference to the transition econom es of Myanmar and Laos as well as
Canbodi a, which is expected to eventually join the grouping.

Wth the global environment fraught with uncertainties, Dr Mhathir
chal | enged Asean to ensure that it remmined relevant in the next mllennium
by having a |onger-termvision of what "we want to be as an association.”

to



The question Asean would need to ask was whether it foresaw itself
becomi ng a conmon market |ike the European Econonmic Comunity (EEC) or an
econonic union |ike the European Union, but what was certain was that bold
noves were needed towards greater econonmic integration, he said.

The prinme mnister said that the currency nmanipul ation which hit sone
Asean countries "should be a big |lesson for us for while we should al ways
avoi d abusing the system we nust be perpetually alert to the possibilities
of others exploiting our weaknesses to weaken us further."

"W have a duty to bring order within and between our countries and
i ndeed contribute to a nore orderly world environnent," he said.
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