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THE Plume Mnnster Datuk Serl Dr Ma 
hathlr Mohamad m a speech on beb 2 
2001 m China during the official launch 
mg of the BOA0 Forum for Asia proposed 
that the rlLh countries be taxed to finance 
mfrastructulc projects m the poor coun 
tries It is ob\lousl\ an idea uhose time 
has come 

Despite the technological adLances man 
kind has failed 50 far m its collects\ e effort 
to end po\ert> The sub Snharan Africa 1s a 
good example Half of sub Saharan Africa s 
600 million people h\e on less than US$O 65 
cent5 (RM2 41) d day and recently the) 
have been getting even poorer The rules of 
the game m international trade continue to 
be blased against the poor countries 

According to the Economzst (Feb 24 
2001) If North America Europe and Japan 
were to ehmmate all barriers to imports 
from sub Saharan Africa the region s ex 
ports would rise by 14 per cent an annual 
increase worth about US$Z J bllhon The 
developed countries farm yubyldles which 
hinder the agricultural exports of develop 
ing countries amount to over US$360 bll 
lion a year Some US$JO billion more than 
AfrlLa 5 entn-e GDP (gross domestic prod 
uct) 

To make things worse while the prices 
of the exports of the rich countries have 
been rising those of the developing coun 
tries primary products have been general 
ly falling In the context of the worsenmg 
conditions in many poor countries there 1s 
a need to consider Dr Mahathir s tax pro 
posal with seriousness and a sense of 
urgency 

The purpose of this article is to discuss 
the Prime Minister s proposal m greater de 
tail with the objective of translating this 
idea mto a reality The intention 1s to stem 
ulatc dlscusslon so that we can quickly for 
mulate a comprehensive and viable blue 
print for this proposal 

The baslL parameter5 of the proposal 
should be easy to define viz 

(1) l’ax rich countries on a sliding scale 
(11) Use the tax proceeds to build lnfra 

structure projects m poor countries and 

(iii) Use an e\iitmu intcl nltion31 insti 
tution to perform the t?sk of collectin? the 
tax and to La1 I 1 uut the pr oJect5 identified 
b\ the leclplent countries together i\lth 
the m?nlgers of the Infrastructure Fund 
Both must agree before the project 1s lrn 
plemented 

To mole the concept foruard a number 
of 15sue5 need to be clarified and resol\ ed 

One of the l$\uei 1\ 11 h\ should the rich 
countlles aglee to pa\ the tax‘) It 1s consld 
ered logical and rle;ht for those u ho make 
a good ll\mg m a countrl through bus1 
ne\5 for example to pat tax on their m 
come The condltlons m the countr\ have 
enabled them to earn an income and they 
should return a part of it to the people 
through taxes levied bv the Government 

Such taxes on incomes are based on a 
shdmg scale with allowances made for 
normal needs ~hlle the highest portion of 
the income 1s taxed at the highest rate 
This uay the poor would be able to enjoy 
amcmtles which they uould not be able to 
afford otherwise But the rich too would 
enJoy the infrastructure built by the Gov 
ernment 

In the globalised world there will be 
rich nation? nnd poor nation\ and very 
poor nations The rich would be able to en 
rich themselves further as the opening up 
of countries provide more opportumtles 
for them to invest then- capital technology 
and worldwide network Thcv would be 
come even richer 

The poor ma> benefit a little from the 
inflow of investments but then- earnings 
mould be mnnmal In relative terms they 
uould actualla become poorer Besides 
should the rich decide to pull out then 
capital the economv of the poor countries 
can collapse Lompletely 

1 hc rcqult would certainly be to widen 
the gap betu een the rich countries and the 
poor A globahsed world divided into rich 
countries and poor countries would be 
quite meaningless a5 meaningless a5 d 

rich countrv hn\ mg segments of the popu 
lation in a state of permanent povert) 

Todav globahsation seems to be focused 
on those Lountrles it hi& had developed 
sufflclcntl\ for the rich to move m and ex 

\ TABLE 1 

Category 

High Income OECD 

High Income non OECD 

Upper mrddle tncome 

Lower mlddle income 

Lower income 

Total 
^̂ _ I__~--I__~- _^_ 

GDP per capita 
Number (nominal) 

23 US$9 266 or higher 

26 US$9 266 or higher 

38 US$2 996 9 995 

55 US$756 2 995 

64 US$755 or less 

206 

~ ~-~--~I - - 

Population 
(thousand) 

841 847 

49 033 

573 060 

2 093 737 

2416987 

5 974 664 

plolt Little attention 15 given to the Lery 
poor countries which are so poorly devel 
oped that they will not probide opportum 
ties and a good market for the rich Thus 
the countries of Africa Central Asia and 
the islands of the South Seas arc ignored by 
the mternational bankers and the giant 
trading and manufacturing corporations 

If this continues then the globahsed 
world would be unevenly developed De 
spite talks about povel ty eradication with 
m countries there will be glaring poverty 
in the community of nations I5 this the 
new world order that we are aiming for 
with globahsatlon? 

If we believe in poverty eradication then 
we must eradicate the poverty of countries 
also How can rich countries be proud when 
all around them are poor countries? West 
ern media are fond of displaying pictures of 
Malaysia s Petronas Twin Towers with 
slums m the foreground even though the 
glums may be 100 miles away 

Slmllsrly the sight of rich countries and 
their btasteful consumption in the midst of 
abJect poverty is shameful Sure11 the rich 
must be prepared to part with a little of the 
wealth the) earned from the globahsed 
world so the poor countries can also enJo 
some of the amenities the rich take for 
granted? 

But why mfrastructure” It 1s Lommon 
knowledge that the construction and PI OVI 
sion of infrastructure stimulate economic 
actlvltles Wherever a road or a rail track 1s 
built towns spring up Local producers will 

not only find d market in the new towns 
but ~111 be able to market then- produce m 
far away places including m foreign coun 
tries With infrastructure all kinds of new 
business aLtlvltle5 will develop and the 
people will benefit from these actlvltles 

The construction of the infrastructure it 
self will create Jobs for the locals build a 
market for their produce and earn them 
better prices So will the maintenance of 
these infi asti uctur e 

But the rlLh will also get then- share for 
only they are capable of providing the tech 
nology the sophisticated machinery and 
the engineering skills A portion of the 
fund will therefore go baLk to the rich 
countries m the form of earnings by then- 
contractors and suppliers The Infrastruc 
ture Fund and prolects will create a win 
wm situation benefiting the rich and the 
poor and creating a much more evenly de 
veloped and wealthier world 

The t%orld of today 1s extremely rich The 
combmatlon of raw materials technology 
and entrepreneurial skills has resulted in 
unprecedented wealth In the information 
and blotechnologl age the world 1s going 
to be even more wealthy more rapidly It 
uould be grossly unjust if this wealth is not 
more fairly shared 

If we want to tax the rich we must know 
who they are The countries m the world 
are normall) dlklded into five categories 
(See Table,l) 
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There are a number of ways to 
define the term rich countries 
One wa> would he to equate the 
rich counttics with high income 
countrlc\ both Ol+ C[) (OrLarnsa 
tlon for ti ~onom~ Co operation and 
Detelopment) and non OCCD An 
other method uould he to use the 
nomm31 per Lapit 1 mcome ahoLe a 
certain lP\el A third method ibould 
he to USE the per L?plta mcomc on d 
purchasmk pou c r nxlt~ (PPP) basis 

I am of tht LILU th?t wt. should 
use thL thud 111~ thod and select 
LJS$lO 000 15 the minmium level 
for t?\ltlon On this bar15 4 
nations would b( eh~lhlc to 
pa\ the tnu mc ludm, M ll?\\la 

With rehlrd to tht detmltlon of 
poor Lountrlcs UC should mclude 
all the h3 (ountrlts m the low m 
come c;ltc,oi\ 1 c kltti nomin31 
GDP per Lapit- of UC5, or les\ 

The ptoylr 11\1n~ In the 64 low 
mcome Lountric5 tot 11 L 4 billion 
accountmk for the 10 per tent of 
the world i popuI?hon l’hc popul? 
tion of the hi,h income Lountries 
total5 890 million I( countmA for 15 
per cent of tht uoi-Id population 

\ TABLE 2 

Per Capita GDP (PPP) 
Tax Rate i 

(1 of GDP) 

US$30 000 and above 0 50 

US$25 000 to below 30 000 0 45 

US$20 000 to below 25 000 0 35 

US$15 000 to below 20 000 0 20 

US$lO 000 to below 15 000 0 10 

Out of the 64 low income coun 
tries JO are Islamic countries (de 
fined as members of the OIC or Or 
banisation of the Islamic 
Conference) with a population of 
834 million people accountmg for 
69 per cent of the OIC population 
‘Ihe magnitude of the world s PO\ 
erty level 1s ohvlous from the fig 
ure7 aboce There 15 therefore an 
urgent need for the mternatlonal 
commumt> to rise to meet the chal 
lenbe of helping the poor countries 

On a sliding scale the Interna 
tlonal Infrastructure tax should he 

as m Table 2 
In calculatmg the tax amount 

the base should he the nommal 
GDP of the rich countries although 
for purposes of defining the rich 
countries we have used the per 
capita GDP on a purchasing power 
parity basis It IS easier to calculate 
the tax on the basis of the nominal 
GDP smce the nommal GDP corn 
pared to GDP on a PPP basis 1s a 
more easllv avallahle figure and it 
1s more official The amount of tax 
collected per vear would he about 
US$9 4 hllhon 

1 
l 

vears to help poor countrcles 
d 

It IS suggested that the tax be co1 
lected yearly for 20 years It may he 
easier to persuade the rich coun 
tries with a proposal for a limited 
time rather than m perpetuity 

The fund so raised should not he 
distributed in the way aid was glv 
en out before Indeed the funds 
should he used to pay for the mfra 
structure project as construction 
progresses 

The important conslderatlon 1s 
the need for the infrastructure not 
the relative povertv of a country or 
the actual cost How much funds are 
needed IS not as important as the 
potential contrlhutlon that the m 
frastruLture can make to the coun 
trv 

With rebard to the collection and 
admnnstratlon of the tax it would 
he better not to create a new or 
~arnrational structure to avoid un 
necersary expenditure on overhead 
co?& An mqtltutlon associated 
alth the United Nations posslhly 
the UNDP (United Natlonr Develop 
ment Programme) can he used for 
the purpose of collectmb the tax 
and admmlstermg it If additional 
staff are reqmred this can he ar 
ranged hq way of secondment from 

some of the upper middle income 
countries This will he then- contra 
hutlon to the scheme since most of 
them would not he subJect to tax 

The admmlstrators of the tax ~111 
study the request for an mfrastruc 
ture project together with the recap 
lent country and it will determine 
the best way to Implement It Some 
suggested guidelines are as follows 

(1) ProJects must he chosen such 
as that the multlpher and linkage 
effects in the recipient country are 
maxlmlsed 

(11) The infrastructure proects 
would he largely hard mfrastruc 
ture such as roads railways 
bridges dams plpehnes and power 
plants 

(III) The criteria should he pover 
ty eradication and economic en 
hancement They should he free of 
ldeologlcal and other consider 
atlons and 

(iv) The prolects must he built 
and administered h] the interna 
tlonal agency with the reclplent 
country providing all the support 
necessary But the locals must he 
given as many Job opportunities as 
posslhle and to he trained m the op 
eratlon of the faclhtles 

In conclusion the sum expected 
to he collected will he at about 
US$9 4 billion per year or US$188 
billion for 20 years This amount if 
wisely invested in infrastructure 
prolects in the poor countries can 
quickly raise the living standards 
in poor countries to decent levels 

In a world where more than half 
of the population go to bed hungry 
every night a significant gesture 
on the part of the rich countries to 
help the poor countries by way of 
the proposed tax mechamsm ~111 
go a long way m making the world 
a better place to live m for all man 
kind As Dr Mahathlr said there IS 
very httle Justification for people to 
remam poor m a world which IS so 
extremely rich 

The proposal made by Dr Ma 
hathn- 1s certainly viable It can he 
structured and implemented easily 
All that 1s required 1s the will on 
the part of the rich countries to 
support a proposal which IS likely 
to create a wm win situation for ev 
eryone 
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