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Econoni sts: EAEGfits into gl obalisation process

Hami sah Hami d

THE setting up of the East Asia Econom ¢ Goup (EAEG fits into the

gl obal i sation process as it benefits the whol e worl d t hrough i ncreased
trade activities, econom sts say.

The EAEG conprising the 10-nenber Associ ation of Sout h- East Asian
Nati ons (Asean), Japan, South Korea and China, will not evolve into an
econom ¢ bl oc whi ch adopts protectioni st neasures.

I nstead of goi ng agai nst free trade, |ocal econom sts believe that the
East Asian grouping will further enhance i ndividual Asian countries' trade
and i nvestnent |links with the US and European countri es.

"The renoval of trade and i nvestnment barriers within Asia, despite being
aregional initiative, will have a positive econom c inpact on the whole
wor | d.

"Due to the existing trade and i nvestrment |inks with the US and Eur opean
countries, theincrease in economc activities withinthe Asian region
will generate nore trade actitivies with the US and Europe," RAM
Consul tancy Sdn Bhd chi ef operating oficer Dr Yeah KimLeng tol d Busi ness
Ti nes yest er day.

Thirteen Asian | eaders attendi ng the just concl uded Asean and Asean+3
Summits in Brunei reached a consensus on the need to formthe EAEG a
proposal made by Prime Mnister Datuk Seri Dr Mahat hir Mohamad 11 years
ago.

The proposal, when first nooted, was resisted by the US on the grounds
t hat the groupi ng woul d eventual | y beconme an econoni ¢ bl oc whi ch runs
agai nst free trade.

Japan, the biggest trading partner of the US, also took a simlar stand
t hen, fearing econom c repercussions fromthe US opposition. South Korea
and Si ngapore had al so opposed the idea.

However, this time around, South Korean President Ki mDae-jung, who
presented the East Asian Vision Goup report which calls for the
establ i shment of an East Asian conmunity, is supporting the idea.

According to the econom sts, the EAEGi s anot her regi onal group sinilar
to what the North Anerican Free Trade Agreement is to the US and the
Eur opean Uni on (EU) to Europe.

They said it istinely for the Asian region to have its own econom c
groupi ng whi ch can conpl enent gl obalisation as it pronotes intra-regi onal
trade and i nvestment.

The countries conprising Asean+3 have anong the hi ghest foreign
reserves, totalling some US$668 billion (US$1 = RVMB. 80) in 1997.

Their savings rates are al so anong the highest in the world and
collectively the 13 countries had a hi gher purchasi ng power parity of
US$9, 431 agai nst US$7, 665 for the US in 1997.

Meanwhi | e, the 10-nmenber Asean has a col | ective gross donestic product
of US$820 billion, which makes the grouping the world's fourth | argest
mar ket after the US, EU and Japan.

The econoni sts believe that the USw Il benefit froma nore prosperous
and stabl e region.

Bei ng t he nobst popul ous region, with about 35 per cent of the world's
total population of six billion, the East Asian regi on could al so fend
better during an economic crisis if it can take collective action under a
regi onal groupi ng.

An econoni st said the East Asian grouping, |ike a conmon nmarket, will



generate greater initiative for liberalisationintrade andinvestnent in
t he region.

Anot her econoni st said that the EAEGfits the gl obalisation process as
it brings "greater globalisation among Asian countries”.

"It will prepare Asian countries for a wider field of globalisation wth
unequal partners in the future. Asian countries, except for Japan, are
general ly conpatible interns of technol ogi cal and agri cul tural
devel opnent , " econoni st Tan Sri Ranmon Navar at nam sai d.

He said when the EAEG materialises, it will benefit nearly two billion
peopl e fromshared technol ogy, | abour nmovenent and cul tural interaction.

"Wth abundant | abour and great cultures and religion in this part of
the world, we will be able to devel op strong ti es and new val ue systens
based on snart partnerships and "prosper-thy-nei ghbour” policies in Asia,"
he said.

Navaratnamsaid the EAEGwi || foster greater stability and peace in the
regi on when t he nenber countries | earn to cooperate and col | aborate for
nore soci al and economi c benefits.

Mal aysi an Busi nessnen and I ndustrialists Associ ati on (Perdasama)
presi dent Datuk Moehamad | zzat Emir said Malaysia will benefit greatly
fromthe setting up of the EAEG

He said the regi onal econom c grouping will not only pronote trade and
i nvest nent anong Asi an countries, but alsocreate friendly conpetition
among nenber countries in offering the best incentives to attract
i nvest nent .

"I think Malaysiais in the best positionto offer attractive incentives
to lure businesses and i nvest nent because Sout h Korean and Japanese
economi es are sl owi ng while other South-East Asian countries |ike
Si ngapore and Thail and are badly affected by the gl obal econonic
condi tion.

"W, however, still have strong agricul tural and manufacturing
activities," he said.

Moeharmad | zzat pointed out that Mal aysia has al so built good ports
around the country, which will better facilitate international trade as
wel | as being a regional transhipment centre.

Wth good facility, infrastructure, transportation and excel |l ent
communi cati ons systens, he said Mal aysia will benefit greatly fromthe
groupi ng when trade and i nvestnment barriers are reduced.

"I will not be surprised if we take over from Si ngapore as the cost of
doi ng busi ness here is cheaper,” he said.
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