13/ 03/ 1997

Sl ow and steady wi ns the race

MEMBERS of the | argest-ever US business del egation to Ml aysia do seemto
have definite i deas on what Mal aysia should do to inprove trade and

i nvestnent. M George David, who is chairman of the US-Asean Busi ness
Council, prescribes national treatment, a policy of equal treatnent,

wi t hout positive or negative bias, to domestic firns and foreign firns.
Mal aysia woul d be doing itself a favour and getting rid of a najor
obstacle to wi der and deeper trade and i nvestnent relations with the US
in particular. Senator LlIoyd Bentsen said present rules on mnority

owner shi p stakes were "onerous" and "not advantageous to Ml aysia" at all
Wth competition for foreign i nvestnents heating up, Bentsen said foreign
conpani es woul d reward governments and corporations where playing fields
are level and full corporate disclosure enphasised.

Mal aysi a has said on many international foruns why this will not happen
anytine soon, and International Trade and Industry M nister Datuk Seri
Raf i dah Azi z's explanation to the US del egati on on Tuesday was a nere
pl ayback. When the US called for drastic tariff reductions to create a
| evel playing field anobng Asia Pacific Econonic Cooperation (Apec)
countries in Bogor in 1994, Prinme Mnister Datuk Seri Dr Mahathir Mhamad
had stated Malaysia's stand clearly. This position was |ater adopted by
nmost ot her Apec nmenbers. Various anal ogi es - the David-and-CGolliath
anal ogy was one of the nobst popular - have been used to help the US and
ot her pro-level playing field countries understand why snmal |l er econom es,
like | esser golf players, need handicaps. At the Wrld Trade Organi sation
(WO) in Singapore |ast year, attenpts by the EUto introduce a
mul tilateral investnent agreenent were thwarted. The outcome of the WO
meeti ng was seen to nean that the devel oping countries' fears were
justified and their point about liberalising their markets at their own
pace had finally been taken

Now and so soon, David, who represents the "Golliath" in the m dget-
versus-gi ant anal ogy used for the | evel -playing-field scenario, has
attacked as dated and untrue the "typical argunent” that |arge gl obal
corporations with unfettered access to the local market will swallow up
smal | er domestic players. The | arge conpani es, David argued, are usually
responsi bl e enpl oyers with a | arge nunber of |ocal staff. The anal ogy t hat
national treatnment is |ike playing Arerican football with small Ml aysi ans
against a large American teamin a gane which the Ml aysi ans are not sure
of the rules, is therefore "the protection of infant industries argunent
whi ch is no | onger relevant".

But as Rafidah told the US investors, Malaysia could go into "free
mar ket rhetoric" if it wants to but it will not. Wat the Governnent will
do is continue to adopt a pragmatic approach in fornulating policies and
if one studies Malaysia's policies with regards to foreign investnent
since the early 1970s, they have been skewed quite significantly to the
interests of the nmultinational corporations. Fromthe days of the pioneer
status, to the fornulation of the Multinmedia Super Corridor |egislation
and policies, the Governnent has consistently been supportive of foreign
i nvestors. The sanme policies were conceived to develop | ocal expertise and
weal th, and address soci 0o-econom ¢ i nbal ances within | ocal comunities.

These policies have been obstacles to Mal aysia's devel oprment. In terns
of FDI, Mal aysia has not been doing too poorly; |last year, proposed
i nvestnents reached RMA1.7 billion, the highest since 1990. In terns of



trade, the country is in the top 20 | argest exporter and inporter group.
Whi | e i nmbal ances anong the various races and between rich and poor persi st
till today, Malaysia has succeeded in alnpost elimnating poverty and
charting above-8 per cent GDP growth for the |ast eight years. These have
been nade possible by way of pragmatic policies and the ability to
efficiently inplement themwhile safeguarding the interest of both | ocal
and foreign players. It will be silly to rush when there is no need to and
when sl ow and steady is the better bet for winning the race.
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