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Ret hi nking Afta, after the crisis

THE Associ ation of South-East Asian Nations (Asean) nust give serious

t hought to Malaysia's call for are-look into the grouping's strategy to
open up its autonotive industry to outside conpetition. In 1992, when the
Asean Sunmit in Singapore agreed to Thailand' s Asean Free Trade Area
(Afta) initiativeto liberalise the region s markets, the gl oba
environnent was quite different. d obalisation was then still a concept
that was nmeant to benefit devel oping as well as devel oped nations, or so
t he Asean | eaders t hought. The economi es within the grouping were stil
dynam ¢ and the currency specul ators were not yet | ooking at the baht,
ringgit or rupiah, only at the pound and lira.

Little has turned out the way the Singapore Sunmt had expected. The
entire Aftainitiative, and not just strategies referringtotheregion's
car industry, therefore, needs to be reviewed i n vi ew of these
devel oprments whi ch have al tered Asean's prospects. The Sout h- East Asi an
econom c crisis alone woul d be a conpel I'i ng enough reason to revi ew at
| east sone of the policies and strategies formul ated before the crisis.
Prime M nister Datuk Seri Dr Mahathir Mohanad t hi s week singl ed out the
autonotive i ndustry, which had been schedul ed for |iberalisation in 2003
bef ore Mal aysia's successful call for a two-year extension, because
Mal aysi a' s own nati onal car manuf act urer, Perusahaan Ot onobil Nasi onal
(Proton), will be crushed by the conpetition. If the econom ¢ crisis had
not been so severe, perhaps Proton woul d have been in a nore solid
position to take on the big boys fromthe Wst and the East. The crisis
forced it to abandon the devel oprment of a Proton City, cost it market
share in overseas markets, and left it in a considerably weaker financia
position to conpete

Wth the exception of Brunei, all the economes in Asean were badly hit
by the crisis, sone worse than the others. Ml aysi a and Si ngapore are wel |
on the road to recovery and Thailand is not doing too badly but their
econom es are nowhere near the state they were a decade ago. Al ot of
econom ¢ reconstructi on needs to be done, quite a bit of "reforns”, and
maj or cor porations which were doing very well before 1997 are stil
restructuring their debts to consolidate their positions. |Indonesia, the
nmost popul ous country in the regi on and the worst affected during the
crisis, will need even nore tinme to get back onits feet. Fundanental
i ssues such as poverty and unenpl oynent have returned to the fore, making
it quite inpossible for governments to force thensel ves to focus on
rel atively nore sophisticated matters pertaining to nmarket opening,
gl obalisation and |i beralisation

If it takes up Mal aysi a's suggestion for a review, Asean need not
apol ogi se for having to do so. Any drastic anendnent to Afta, such as a
further delay in the opening up of the autonotive industry, can be
justified. The EU, which involves the opening up of markets wi thin the
Eur opean Conmi ssion countries, delayed the i nmpl ementation of various
policies and strategi es to enabl e nenber governnents, sone of which were
hit by the currency crisis of the early 1990s, to be better prepared.
Asean needs to ensure that when it opens up, it will not result inits own
i ndustries and corporations being tranpled on by forei gn conpetitors.

Call it a period of transitionor atine to take stock of things, or
even strategic withdrawal to allowits econonies to take a step back to
make that quantumleap into the future. Inevitably and ultimtely, Asean



will have to liberalise and globalise, and it will have to openup if it
expects other regions to open up to its products and conpani es. The

i nformation technol ogy era, the advent of the Internet and the push for K-
econony will elimnate borders and pry open markets whet her or not Asean
governments are ready. But the grouping certainly does not have to take it

upon itself to do all these before everyone is conpletely and absol utely
ready.
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