28/ 07/ 1999

PM war ns of dangers of e-commerce

PRI ME M ni ster Datuk Seri Dr Mahat hir Mohamad warned that the new
el ectronic age of e-commerce would be "very difficult and very dangerous”
for all Governnents.

"We are facing a very dangerous situation in which snmall countries find
thensel ves conpl etely marginalised,” he said at the tail-end session of
t he two-day Langkaw |nternational Dial ogue which he noderat ed.

Dr Mahathir said Governnents, in entering the informati on age, had been
told not to regul ate anything because "to regulate is wong".

"Everyt hing nust be free and if we nmake everything free, we are supposed

to benefit fromit," he said.
"We are told that market forces will determ ne but market forces, |ike
arned forces, |like other forces, can be abused."”

The market, he said, had shown its capacity to abuse, to be corrupted
the sane as ot her people with power.

El aborating on the dangers to cone, Dr Mahathir cited the exanpl es of
three el ectroni c age-rel ated occurrences:

* powerful Mcrosoft Corp, the world's biggest software maker, which has
a market capitalisation of US$500 billion (RML.9 trillion), with so much
nore capitalisation than nost nations that it is ranked the 11th bi ggest
country in the world;

* the phenonenon that is Anmazon.com a web-based superstore which went
fromselling books over the Internet to CDs and gifts, starting the whole
e-comer ce cul ture; and

* the ability of noney dealers to nove trillions of dollars at the push
of sone computer buttons.
On Mcrosoft:

"No country at the LID could hope to have that kind of market
capitalisation. (Laughing) My good friend Bill Gates (M crosoft chairman
and chi ef executive officer who owns US$100 billion in Mcrosoft stock)
makes sure that everybody pays royalty to him

"We think we should copy all his programes (laugh) but then if we do
that, very strong pressures would be applied on us. | thought that the
solution to the problem (software piracy) was to nake all progranmes so
cheap that nobody wanted to copy.

"But of course, then he (Gates) would not have US$500 billion. And that
is sonething that he will not part with. I don't know what people could do
with US$500 billion but I know what countries can do with it.

"He (Gates) spends a |lot of noney building his conplicated electronic
house (in Seattle, United States) but still, that does not make a dent in
t he noney he has."

"I think it is sinful to have so nuch noney," he said to all-round
| aughter. "Why not give sone of that nobney to the poor?"

On Amazon. com

"I"msure you heard about this great conpany which sells books. Not nuch
capital, no books at all, all it does is comunicate and deliver books
fromthe nearest bookstore to your house if you buy it fromthe Internet.

"Yet, Anmazon.com has becone so big in terns of narket capitalisation
that it is equal to a few of our nations.

"I't neans that doing business in the future is going to be different.
CGovernnents are going to find difficulty in deciding whomto tax. If a
transaction is carried out on the Internet, where is it carried out?



"For exanple, a conputer made in Malaysia is sold to sonmeone in Hong
Kong over the Internet. The transaction is carried out between the buyer
and seller and yet the conputer does not nove from Mal aysia but froma
computer store in Hong Kong

"When that transaction is conpl eted, somebody is bound to nake noney.
Now who taxes? Is it the Hong Kong Governnent? Is it the Mal aysi an
Governnent? Do we share in the taxes? These are things that are going to
pl ague the Governnents of the future.”

On nmoney transfers:

"Money is 20 tinmes bigger than world trade. Money doesn't require ships
to carry it around to be delivered to the buyer. Al you need to do is
push buttons on your conputer and billions of dollars can cross any border
around the worl d.

"And as it noves, it |eaves behind a trail of destruction. That is what
we have experienced in Mal aysia. Actually, there was no noney invol ved.

"W never had that anount of nobney anyway. The worl d does not have
trillions and trillions of dollars whether in gold or paper.

"Al'l that happens is that these great currency traders, the hedge funds,
nerely push buttons and noney woul d cross borders in order to enrich sone
and i nmpoverish a whole | ot of people."

Wth these exanples, Dr Mahathir warned that this was what woul d happen
in the el ectronic age.

"W have hardly | earnt how to nmanage the old econonmy fromthe old regine
or old architecture if you like," he said, "but we are asked to discard it
and go for e-governnent and e-conmerce."
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