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TI ME

Honour abl e President of the Chilean Counci

for International Relations;

Di sti ngui shed Menbers and Quests;

Ladi es and GCentl enen,

| amdelighted to be here in Chile. As you know this

is my first visit to this country. W have, | think, neg-
| ected each other for too long. | hope ny visit can con-
tribute towards forging a new framework for nutually
beneficial cooperation

2. | amhonoured to be invited to address you and to share
wi th you sone thoughts about the future of the Asia-Pacific
region. For centuries the Pacific Ocean has kept us apart.
However, the relentless advance of comunication technol ogy
is drawi ng us closer together. Far from being an ocean that
divides us, it is now becom ng an ocean that |inks us. W
nmust take advantage of this shrinking ocean to restructure
our relations, particularly in economc interaction

3. | know that you in Chile have already sensed this and
have taken steps to strengthen your Pacific identity. You
are for exanple, active in the Pacific Basin Econom ¢ Coun-
cil (PBEC) and have only last nonth joined the Pacific Eco-
nom c Cooperation Conference (PECC). You have al so
expressed interest in establishing contact with ASEAN
through the Rio G oup and in the APEC process. | wel cone
Chile's active interest in the energing structures of

Paci fic cooperation. The strengthening of bilateral ties
bet ween our two countries is also an intrinsic part of this
process and is one of the reasons for ny visit.

4. East Asia is reputedly the world' s nost dynam c region
Growm h rates now average nore than 5 per cent. Most East

Asi an econoni es are expected to regi ster even higher growh
rates of between 7 to 10 per cent this year. On the whol e,
the East Asian nations already account for nore than 38 per
cent of global trade. By the end of this century the region
will outrank all others in trade and investnment flows, pro-
ductivity and growt h.

5. The East Asian region owes its astoundi ng econom c suc-
cess to two main factors, nanely free-nmarket policies and
free trade. If you | ook around the East Asian region, you



will note that every country that has registered high growh
rates al so practices a free-nmarket econony. This is not a
coi nci dence. The free-nmarket systemis not a perfect one

but no better alternative exists.

6. This reality is now also nore widely accepted in this
part of the world. The countries of South America are in-
creasingly adopting free-nmarket policies, economc

i beralismand deregul ati on. State-owned industries are be-
ing privatised. | believe, these are necessary prerequi-
sites for sustained economic growh. Certainly the

Mal aysi an Government is conmitted to such an approach and

the results have been inpressive. | amconvinced that with
your policy shift in favour of a market econony, South Amer-
ica will begin experiencing high growth rates as well. In-

deed Chile's own high growh rates bear testinony to this.
South Anerica will also be nore integrated with the gl oba
trading systemand will benefit fromtrade flows and invest-
ments. These are exciting devel opnents which augur well not
only for South Anmerica but also for East Asia as a whole.

7. The East Asian region today is at a cross-road. There
are many inpul ses pulling and pushing us in different di-
rections. There is for exanple the inpetus to Pacific-w de
cooperation that has found expression in PECC and PBEC.
There is also the Asia-Pacific Econom c Cooperation or APEC

8. Mal aysi a of course supports such fornms of cooperation
but it is inmportant to ensure that it will genuinely serve
the needs of smaller Pacific countries such as the South
Pacific island states and groupi ngs such as ASEAN. It nust
not beconme a vehicle to perpetuate existing asymretries and
policies that place us at a di sadvantage. Despite these
concerns we are prepared to keep an open nmind on the issue.
APEC has perhaps the potential to be a pan-Pacific

organi sati on enconpassi ng a nunber of sub-groupings. If
APEC is to nove forward however, its goal nust be an

organi sation of equal states committed to free trade and
econom ¢ cooperation both in principle and practice. In the
meantinme it would be nore convincing, and certainly it would
i nspire confidence in us, if those who loudly espouse its
benefits denonstrate their commitnment to free trade in tan-
gi ble ways. Chile and others in this part of the world, as
much as China and Vi etnam should join the APEC process and
work with us to achi eve these objectives.

9. In the opposite direction is the trend towards econom c
regionalism In Europe, this trend will in the i mediate
termculmnate in EC 1992 and in the |onger haul in greater
European integration. In the Americas, the US-Canada Free
Trade Area has al ready taken shape. It may soon lead to the
formation of a North Anerican Free Trade Area or NAFTA. Un-
der the Enterprise for Arericas Initiative, the concept wll
be extended to cover all of the Anericas. Judging fromthe
many statenents that have been made by its principal propo-
nents, the rational e behind these groupings are certainly
good. The renoval of tariffs and trade barriers and efforts



to encourage greater investnents are all |audable.

10. The energence of | arge and powerful regional economc
groupi ngs will however al so inpact upon the Asia-Pacific and
on ot her devel oping countries in many other ways. NAFTA
alone will have a market of 360 million people with an an-

nual output of US$6 trillion while the EC will have a market
of 340 mllion people with an output of nearly US$5
trillion. If these groups remain conmtted to free-trade

internally and externally, it would greatly stinulate gl oba
econom c growth. But let us not forget that these groupings
al so have the potential to do enornous harmif the fundanen-
tal principles of free-trade are sacrificed for politica
expedi ency. Even before these groupings took full shape, we
have experienced their intenperance. Wiat is there to guar-
antee that things will not get worse when their influence
and wei ght age i ncreases?

11. Let me illustrate these concerns with sone tangi ble ex-
anples. Meeting in the New York Plaza Hotel in Septenber
1985, the G 7 nations decided that a weaker US dollar was
needed to stimulate U S. exports. They subsequently inter-
vened in foreign exchange nmarkets to give effect to this de-
cision. As a direct result of this policy, now known as the
Pl aza Accord, the dollar weakened and the Yen and ot her na-
jor currencies appreciated. This was of course good for

U S. exports but for Malaysia it neant that we had to take a
very big revaluation | oss on our Yen-denom nated externa

| oans. Al though we and other smaller nations were so ad-
versely affected by the Plaza Accord, we were not consulted.
W the poor nations were sinply expected to adjust to these
changes nmeant to benefit the rich

12. A few years later, our palmoil was targetted by power-
ful | obby groups in the U S. which were envious of our suc-
cess in produci ng a whol esone oil at conpetitive prices.
They | aunched a snear canpai gn against palmoil, branding it
a poison. Discrimnatory |egislation against palmoil was

i ntroduced at both federal and state |evels. Wien we sought
to defend ourselves we were haul ed up before the Interna-
tional Trade Commi ssion, a U S. federal agency, which ac-
cused us of naking unsubstantiated clainms. Those who
clained that palmoil is damaging to health have al so no
proven evidence to support these allegations. But they were
not subjected to action by any U S. agency. In the nmeantine
pressure applied on palmoil users forced themto |abe
their products as free fromtropical oils, thus insinuating
that palmoil is dangerous. Only 3% of edible oil consuned
inthe US. is nade up of palmoil, yet all the heart dis-
eases in the U S are attributed to it.

13. Chile itself has not been inmune from such unfair prac-
tices. It was not so |l ong ago when one or two contam nated
grapes led to the inposition of a total ban on the export of
all Chilean grapes to the U S. | amtold that Chile | ost
over US$340 nmillion as a result.



14. When the big countries are di sadvantaged, when their
beef exports are discrimnated agai nst because of arbitrary
standards, when their rice exports face high tariffs, they
are able to use their economc clout to protect their inter-
ests. But what do the smaller countries do when we face
such difficulties?

15. And these are not the only issues devel oping countries
have to contend with. A recent UNCTAD report, for exanple,
estimated that at |east US$25.6 billion of exports from de-
vel opi ng countries are affected by non-tariff measures such
as inport quotas and voluntary export restraints. Again the
big countries have the power to force open the markets of
devel opi ng countries with the Super 301 enactnents, an exam
ple of an international application of a national |aw Wat
however do we do when our exports face non-tariff harassnent
and are adversely affected by non-trade issues |ike |abour
rights, environnental problens and even over whether we
shoul d accept illegal aliens?

16. Unfortunately things will not get better, at least in
the near term The Uruguay Round has floundered principally
because of differences between the U S and the EC 1ndeed,
these two giants can hold the entire nultilateral trading
systemto ransom because of their differences. At this
stage, | amnot hopeful that the U uguay Round can be suc-
cessfully concluded. The world econony al so faces uncertain
prospects. The industrialised countries are already facing
recession. As demand weakens and the terns of trade deteri-
orate further, protectionismw | increase. Trade tensions
can therefore be expected to rise with adverse consequences
for devel opi ng countries.

17. Against this backdrop of an uncertain internationa
econom ¢ situation, Ml aysia has proposed the formation of
the East Asia Economic Goup (EAEG, a forum of East Asian
nations to consult on ways to uphold the free-trade system
We have expl ained that as East Asia is so heavily dependent
upon the free flow of trade both internally and externally,
we feel the need to come together to ensure an open trading
systemw t hin our group and between any nenber and the rest
of the world. Like NAFTA, we hope that we can al so di scuss
ways to reduce trade barriers and pronote investnments and
cooperation. Such a grouping will never becone inward | ook-
ing or protectionist sinply because we woul d have nost to

| ose by doing so. As a first step this proposal is now be-
i ng discussed wi thin ASEAN t hough much outside pressure is
bei ng exerted agai nst ASEAN to abandon it. It would seem
that East Asians are not to be allowed to even set up a
consul tative mechani smwhile trade bl ocs take shape el se-
where. W are not even allowed to call oursel ves East
Asians. W prayed for an end to the wasteful East-Wst con-
frontation, but the unipolar world which has energed does
not seem any | ess threatening.

18. Those who claimto abhor trade bl ocs nust not them
selves retreat behind blocs of their own while they forced



others to open their markets. Free trade must be universa
and nust be so structured that it will be possible for the
poor to grow and becone devel oped. A denmand for national
status to be nmutually practiced may sound fair. But in
practice the rich and powerful with the capacity to go
abroad will be the real gainer. O what benefit will it be
for a tiny bank in the devel oping country to gain nationa
status in the land of corporate giants?

19. Still devel oping countries nust continue to build up
bil ateral |inkages and wi den our tradi ng base to include
non-traditional markets. It is always unhealthy to be too
dependent on one or two markets. Sone time ago several de-
vel opi ng countries established a forumto pronote Sout h-
Sout h cooperation. It has cone to be known as the G 15. |
am convi nced that South-South trade can yield good divi-
dends. | amconvinced also that this will be denonstrated
by Mal aysia-Chile relations. | amrealistic enough to ac-
cept that South-South cooperation is not the solution to al
our problenms but it can certainly be an inportant part of
t he answer.

20. As for Chile, | hope that apart from enhancing trade

wi th devel oping countries in general, you will continue to
give priority to ties with East Asia. Wth its high growh
rates and its ever increasing demand for nachi nery, consuner
products, food and raw materials, East Asia should be an at-
tractive profit center for Chil ean businessnmen. East Asian
countries are also | ooking for new markets and new opport u-
nities for investment. They can be encouraged to | ook to
Chile and South America.

21. Chile in fact is uniquely placed to act as a bridge be-
tween East Asia on the one hand and the rest of South Amer-
ica on the other. Certainly Ml aysia would |like to use
Chile as a base to expand its economic and trade ties with
the rest of South Anerica. You have an open econony and
good infrastructure. The Port of Val paraiso is already
energing as an entrepot for the surrounding states. To reap
the full benefits of cross-Pacific |inkages, serious efforts
shoul d al so be made to strengthen shipping and air |inks be-
tween Chile and East Asia. The decision of both our govern-
ments to discuss these issues in the next few days will
contribute to this. | look forward to the day when Mal aysi a
Airlines and Lan Chile fly to each other's capitals, estab-
lishing for the first time a southern route |inking both our
countries and regions. There are thus bright prospects for
cooperati on between Chile and Ml aysia and on to East Asia.

22. Chile is joining the Asia-Pacific comunity at a crit-
ical juncture in the history of the Asia-Pacific. The

Paci fic can offer nmuch to Chile and other South American
Pacific states, but only if it remains open to free trade
and cooperation. The events that are shaping the Asia-
Pacific today are not nerely of academ c significance. For
countries like Ml aysia and Chile who depend on free trade
to prosper and grow, it nmay be the key to our survival.
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