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Look East to | ook ahead

AFTER two decades, Malaysia's debt to the Look East Policy remains
durabl e, although a little dusty. The critics were wong: downtown Kual a
Lunpur has not been col oni sed by karaoke | ounges, sushi bars and pachi nko
parl ours. The boosters were right, but largely in ways they did not
expect. Japanese trade and i nvestnent opened the way for a w der-rangi ng
trade and foreign investnent boomthat lifted the country into the world's
18th largest trader and, at one point in the |late 1990s, the biggest per
capita recipient of FDI

To its Western critics, the shine on the Japanese econom ¢ nodel has
dulled since its asset-bubble burst in the early 1990s. The Asian currency
crisis of 1997 added further deflationary pressures to a |l ynchpin regi ona
giant already on the brink of "crisis". Free market theorists eager to get
back at a parvenu Asi an power-house, whose vast credit surplus | ooked
poi sed to take over Wall Street in the previous decade, gloated - Japan's
fabl ed econonmy was stuck between its "catch-up" past and a "post-
i ndustrial"™ future. Their solution was "refornf: say sayonara to Japan Inc
and restructure the econony to pronote conpetition and risk-taking. In
ot her words, make the distinctive Japanese econony |ess regul ated, nore
gl obal i sed, nore "Western"

Sonme of the critique is not too far off the mark, as nost Japanese know

only too well. But the nost dire predictions of crisis have fizzled,
proving that plenty can still be mned fromthe consensus between
government and business. The direst of themall - deflation - has not cone

about, nor is it likely to. According to the Econom st: "Rather than
tunbl i ng, however, the econony seens to be settling confortably into the
state in which it has spent nost of the past decade: flat on its back and
hal f asl eep.”

For Mal aysia, the question is whether this apparently supine Japan
merits a vigorous reapprai sal of the Japanese exanpl e or whether the
Japanese-inspired "newy industrialising countries” of East Asia should
| ook el se-where for | eadership. The answer to both is no. Even in the pit
of recession, the world' s second | argest econony renains as vital as ever
- if only the Japanese thensel ves can be equally persuaded. At his speech
in Tokyo to commenorate the 20th anni versary of the Look East policy,
Datuk Seri Dr Mahat hir Mhanmad said, to resoundi ng appl ause: "The peopl e
of East Asia had been Looki ng East even when they | ooked up to the West.
Japan' s success in nodernising gave them hope. They believed they could
beconme as good as Japan.™

They still do. Look East, or toho seisaku, was heartily enbraced by
Japan, which had been turned by post-war guilt into a wallflower in world
affairs. The snag, today as 20 years ago, remains Japanese hal f-
heart edness. Al though nost of the initial conplaints about Japanese firns'
stingi ness have fl owed under the bridge, East Asian countries' inpatience
wi th Japan still rests on its inconfident habit of |ooking, and bow ng,
West. When Mal aysi a proposed the East Asia Econom ¢ Caucus, in response to
growing regionalismin North Anerica and Europe and rich country foot-
draggi ng at the Uruguay Round of the General Agreenment on Tariffs and
Trade (GATT, the precursor of the Wrld Trade O gani sation), Japan
demurred, citing a commtnent to nultilateral trade and an aversion to
econom ¢ "bl ocs".

Thankful Iy, the Japanese are changing. A reform ng Japan - whose



nati onal interests have been sharpened by recession - has proved nmuch nore
anenable to free trade deals with individual countries in Asean, including
Mal aysia, as well as to the construction of a free trade area in the

regi on. Neverthel ess, Malaysia still waits for a new nodel Japan which can
say yes to its rightful and deserved place in the world.
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