13/ 02/ 1997
Smart partnership is what we all need nost

Tan Sri R V. Navarat nam

| AM gl ad that Anmbassador John Mallot replied (NST, Jan 31, 1997) to ny
article "Ml aysia nust prepare now for the WIiO neet” that | wote in the
NST on Jan 4. Now | understand even better why | have al ways enjoyed his
excel l ency' s excel l ent conpany but have al so often disagreed with him

It is because of the fundanmental differences in our convictions and
views on how "to |l ook at international econom c issues through the
economc lens.™

| believe that | have inadvertently hit a raw nerve and that he has
unfortunately over-reacted by undi plomatically rejecting constructive
criticismas rhetoric! Let ne reply to sone of his points.

Firstly, the Anmbassador nust surely know that neither international nor
nati onal econonic issues are seen or can be seen exclusively through an
"“econonmic lens."

H's thesis is not only fallacious but outdated and harks back to Adam
Smith. The world has now becone wi ser and nore realistic. That is why the
US has "Anti Trust Laws and Affirmative Action," which are intended to
reduce the ill effects of "open narkets" under capitalism

That is why we in Ml aysia too have our own New Econom ¢ Policy.

In the real world, econom cs and socio-politics are inter-related and we
i gnore this nodern concept at our peril

Secondly, it is too sinplistic to suggest that "one of the basic
principles of economics is that both sides gain froman econonic
exchange".

That is true in the classical textbooks but again not in the hard world
of politics, econom cs and busi ness.

It may be true, however, when as they say in economnics
equal ", then all sides will wn.

But, alas, inreality, there are wi de socio-econonic differences within
nati onal econom es, and especially anong i nternational econom es.

So the strong econom es have and will take advantage and dom nate the
weak economies, as we see today.

The rich countries also gain nmuch nore fromfree trade than the smaller
and weaker economies. That is why the devel oping countries took so long to
agree to the WO during the eight long drawn years of negotiati ons under
the Uruguay Round. That was the reality, not rhetoric.

The US coul d have hel ped to address the "unfini shed busi ness"” of the
Uruguay Round instead of pushing its own self interest for the Information
Technol ogy Agreenent.

For these reasons, | amdi sappointed that the good US Anbassador has
sonehow conveni ently got the wrong i npression that the "now outdated
Nor t h- Sout h" di vide i s over.

But nost Third World Anbassadors will tell you that it is as alive as
ever. It would be a serious miscalculation to think that the North-South
debate is no nore.

Thirdly, it is true that Ml aysia has gained fromits openness to
foreign investnment fromall over the world and not only fromthe US

But it is also true that the USis not investing in Malaysia as a favour
to us but for its own benefit, which has been consi derabl e.

There is no point therefore, in pointing out that the US buys RM35
billion from Ml aysia or RML, 850 for every nman, worman and child." These
are trade figures and not charity or aid fromthe US.

all things are



Fourthly, outstandi ng Leaders of Devel opi ng Countries have expressed
grave concerns over globalisation and the US policies and practices which
continue to | ead and even dominate the world, as the single nost powerful
nation today - especially after the collapse of the former powerful Soviet
Uni on.

One way of dominating Asia is to undernmine Asia' s econom c strength and
success and to have rejected the legitimte denocratic concept of the
formati on of the proposed East Asia Econom c Caucus.

Anot her tactic is to block China, the |argest country in the world, from
joining the WIO. So, who is tal king about the rhetoric and the win-wn
si tuation.

Fifthly, | agree that free and open trade will benefit all parties. But
the point I made in Jan 4 article is that the US, as the nost powerful
econony in the world, will get the lion's share of the benefits.

The wi n-win concept will be unequal and | opsi ded unl ess the devel opi ng
countries organi sed thensel ves better, unite and resist attenpts to
dom nate and control our econonies and ultimately our independence.

W have to fight domi nation through "trade wars" as we have fought
colonialismto ensure that we get a fair share of the enornous benefits of
free trade

For this, we need a |l evel playing field and, as our Prime M nister Datuk
Seri Dr Mahathir Mohamad has well put it, the players nust be of equa
stature.

But as long as we are not equally bal anced, the free trade theory will
remai n theoretical and not work in the real world. In fact, unfettered
free trade can be damaging if not handl ed properly. Indeed it could
per petuat e domi nance and inequality and stifle progress anong the
devel oping countries. What we need is a "smart partnership.”

I hope Anbassador Mall ot sees international trade fromthe | ens of
devel oping countries as well - to be fair to all sides.

This will ensure that the fruits of free trade will benefit al
countries almost equally, and not just benefit the rich and powerful
countries in perpetuity. Unless we have a nore bal anced and holistic
approach to international trade, the world is in danger of grave
instability.

| hope the Anbassador will be able to help the US understand the
intricacies of economc, as well as social and political devel opments
which in nodern tines are very closely interrel ated.

Finally, in the spirit of Hari Raya and Chi nese New Year, | hope all's
wel | that ends well!

Tan Sri R V. Navar at nam
Kual a Lumnpur
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