11/ 11/ 1999

C wealth urged to devise rules for capital flows

Fauzi ah Ismail in Johannesburg
JOHANNESBURG, Wed: |f the Commonweal th wants to see trade and investnent
flows bring prosperity to a globalised world, it nust be willing to

chal | enge conventi onal w sdom and propose rules and regul ati ons to nake
free trade create wealth and not destroy it.

Prime M nister Datuk Seri Dr Mahathir Mohanmad said the Conmonweal th
shoul d devise rules and regul ations for capital flows so that there wll
be econom c stability rather than turnoil

"Free trade need not be full of uncertainties and tunult. There need not
be excessive ganbling and specul ation sinply because free trade enabl es
them If, in order to benefit all, sone regul ati ons have to be put in
place... there is no reason why not," he said in a dinner keynote address
at the three-day Commonweal t h Busi ness Forum here.

The text of his address, entitled "Muking G obalisation Wrk: Measures

to Encourage Commonweal th Trade and | nvestnent Flows", was read by Foreign
M ni ster Datuk Seri Syed Hami d Al bar.

Dr Mahathir also called for a rethink and reinterpretation of
globalisation as it is hurting many.

A obalisation, he said, may be an i dea whose tine has cone but that

al one shoul d not nmean everyone should all neekly accept it. d obalisation
cannot be enbraced in toto sinply because it enabl es free novenent of
capital and trade as free novenents itself does not bring benefit.

"Al though capital inflowcan create wealth, capital outflow,

particularly rapid capital outflow, can bring about econonic and fi nanci al
di saster.

"Sonme of us have al ready had consi derabl e experience of the globalised
free flows of capital. W have benefited but we have al so suffered when

t here were abuses.

"Qur experiences nust be used to devise and i nprove the idea of

gl obal i sation so as to reduce the abuses and to help realise the good that
gl obal i sati on prom ses. "

He said the Commonweal th, a representative segnment of the world, need to
achi eve a consensus on gl obalisation and speak with one voice especially
in the Wrld Trade Organi sation. "W nust ensure that it will be for our
good, individually and collectively."

The Commonweal th wi el ds consi derable influence as all - with the
exception of Australia, Britain, Canada and New Zeal and - are devel opi ng
countries. Together, these 54 nenbers have a conbi ned popul ation of 1.7
billion people, 17,000 listed conpanies and US$1.8 trillion in trade.

He said a gl obalised world woul d be neaningl ess unless it is an enriched
and equitable world. Deregul ation, borderl essness, free flows of capital
while enriching the already rich nmust also contribute toward the rapid and
equi tabl e growt h of the poor

"I't is not globalisation or deregul ation or borderl essness or free

capital flows which is inportant. It is what they can do for world trade,
for economc growh and for alleviating the poverty of the world that is

i mportant.

"If they can, then we should all wel conme these ideas and concepts. |If

they don't, if they bring about nore nisery to the already m serable, then
notwi t hstandi ng their being in keeping with the tinmes, notw thstandi ng the
advances in technol ogy, the rapidity of comrunication, they should all be
rejected," he said.



And, if globalisation is going to benefit the world, the relative
strengths of the trading partner nust al so be given due consideration. It
will not cost the superior partners nuch if handi caps are given to the
weaker partners. Inthe long run, it will benefit the superior partner
al so, for the prosperity achieved by the weaker partner due to the
privileges will make it a nmuch nore viable market that is sustainable for
the rich.
G obalisation, he said, can bring about a | ot of good to the poor
countries. If the poor country try to raise thenselves up by their
bootstraps, the process and the pace would be slowthat it would only
result in their being | eft behind.
But if the rich with their noney, technol ogy and mar keti ng knowhow wer e
to invest in the poor countries, not only will the poor see big inflows of
capital but they would al so acquire the skills and technol ogy to nake
quantum | eaps to catch up with the rich.
Citing Mal aysia as an exanple, he said a poor technol ogically deprived
country can becone industrialised through this process.
From bei ng a country dependent on the production and export of only tin
and rubber, it has now becone a significant exporter of manufactured
goods.
Today, 80 per cent of Malaysia's exports is made up of nanufactured
goods. The per capita inconme of the country has risen from US$300 (US$1 =
RMB. 80) to al nost US$5, 000 before the economic turmoil of 1997-1998.
Dr Mahathir said as globalisation is a concept invented by man, it is
not perfect. "As with every systeminvented by man, good can only cone
about if the systemis properly understood and managed. This is because
there are al ways rogue el enments in human societies and they will always
abuse the systemto reap high returns, whether economic, social or
political. To mininse abuses, all systenms nust be regul ated,"” he said.
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