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Ladi es and gentl enen,

I would like to express ny appreciation to M. Kumagai
Chairman of the Institute of Mtsui and Conpany for Trade
and Econom c Studies | ncorporation who has given nme this op-
portunity to speak here today.

2. | have been I ooking forward to neeting with a gathering
of Japanese business lum naries, such as this. | wish to
t hank everyone concerned for nmaking this possible.

3. | understand that this institution is the first re-
search organi sation established by a general trading com
pany. It is fitting that Mtsui and Conpany wi th over one
hundred years of worl dw de busi ness knowl edge and experience
to pioneer in this field of research

Ladi es and gentl enen,

4. Malaysia's relations with Japan has been | ong and en-
during, nurtured by a sincere desire for cooperation between
nei ghbours. Over the years, our relationship has deepened

t hrough our interdependency in trade and through industri al
linkages. It is hoped that this relationship will broaden
and deepen so as to achieve greater nutual benefit.

5. While Japan is already a devel oped country, Ml aysia is
determ ned to beconme one by the year 2020. Towards this am
bitious goal we will pronote industrial |inkages between
foreign and | ocal companies and we will continue to pronote
i nvestnents, particularly those which can upgrade our tech-
nol ogi cal capability. W will produce from our educationa
and training systemthe right m x of professionals, sub-
prof essionals, craftsnmen and artisans to neet our industrial
devel opnent needs. W are grateful that an increasing num
ber of Ml aysi ans have been accepted by Japan to undergo
special training. Since the early 80's, the Japanese Gov-
ernment and the private sector have been quite responsive to
Mal aysi a's trai ning needs, particularly those of our youths.
Japanese conpani es often go out of their way to make our
students and trainees feel at hone. O particular interest



to us is the Japanese work ethics and our trainees have been
able to absorb them W are very appreciative of the
Japanese response.

6. The success of our industrialisation progranme has cre-
ated a mnor problem W rkers are no longer plentiful. To

a mnor extent we have been able to overcone this by bring-
ing in some foreign | abour for selected industries. This is
however not a good solution. The better solution is to have
nore capital intensive and technol ogically- sophisticated

i ndustries. In other words we should take the path Japan
has taken donestically. Investnment in foreign countries
cannot be our solution to | abour shortage. The devel opnment
of internedi ate and capital goods industries will also be
pronmoted. Where the parties are willing we would like to
see nore joint-ventures where technol ogy transfer can take
pl ace nore readily. The listing of foreign conmpanies in our
stock exchange is welconme. This will enable the foreign
conpanies to raise capital in the |ocal market while ful-
filling the objectives of joint-ownership. Control over the
conpanies will not be lost by the foreign investors. Yet
they will benefit from whatever favoured treatnent which |o-
cal conpanies are entitled to.

7. It would also be beneficial if the Chanbers of Conmerce
of the two countries establish good working relations. W
know how very useful MAJECA and JAMECA have proven to be.
Regi onal chanbers in Japan can augnent this.

Ladi es and gentl enen,

8. In terns of trade, Malaysia is happy that trade between
our two countries is very substantial, constituting about 21
per cent of Malaysia's global trade. In 1991, our tota
trade with Japan was US$15.9 billion. Despite this figure,
Mal aysia is concerned with the accelerating trade deficit
currently facing us. This is because exports of raw materi -
als no longer constitute the major portion of Ml aysia's
trade. Sixty-four percent of our exports are now made up of
manuf act ured goods | argely produced by foreign-owned conpa-
nies, a large proportion of which is Japanese. The foreign
exchange earnings fromthis do not really accrue to

Mal aysia, as raw material exports do. Neverthel ess Ml aysia
benefits a little fromthe export of these manufactured
goods, produced usually by tax-exenpt conpanies. It is im
portant therefore to enlarge manufactured exports and buy-
back arrangenents by Japanese conpani es can contribute much.

9. At the regional level we are happy to note that the

I ndochi na states - Vietnam Laos and Canbodi a - are enbark-
ing on reconstruction and econoni c devel opnment. Val uabl e
resources can now be channelled to develop their econom es
and provide a better life for the peoples who have | ong been
deprived of basic anenities. Ml aysia, has particularly

good relations with these countries and this provide many
opportunities for three-way joint-ventures involving Japan
Mal aysi a and the host country. Already several Japanese com
pani es are involved in ventures involving Ml aysia and



Vi etnam Mal aysia's keeness to rehabilitate the econom es
of the Indochina countries stens fromits belief that pros-
perous nei ghbours not only becone good tradi ng partners but
are less likely to be belligerent.

10. Malaysia is also pleased that Japan is now parti ci pat-
ing in the U N peace-keeping mssion in Canbodia. W ap-
preciate Japan's rejection of war as a solution to

i nternational problens. But serving with the U N in order
to restore peace is not the sane as resorting to war.
VWhether we like it or not force is sonetines needed in order
to stop violence. The situation in Bosnia-Herzegovina is a
case in point. Resolutions not backed by forceful enforce-
ment get us nowhere.

11. The Canbodi ans cannot resolve their problemby a con-
tinuous civil war. It will destroy themconpletely. Wth
out si de hel p, peace and denocracy nmay be achi eved. After
that the work of reconstruction will also need foreign help.
Again Malaysia is particularly interested because it wants
peaceful prosperous nei ghbours and trading partners. | am
sure Japan al so desires the sane.

12. W, in Malaysia in particular, and ASEAN i n genera

wel cone Japan's call for a consolidation of relationship
based on mutual confidence, trust and heart-to-heart under-
standi ng, espoused by Prime M nister Takeo Fukuda in Manila
in 1977. The "Fukuda Doctrine", as it has come to be
called, also reject the role of Japan as a mlitary power.
The "Fukuda Doctrine" pledged positive cooperation wth
ASEAN countries, together with other |ike-m nded countries
out si de the region

13. W have since given due recognition to the inportant
role that Japan plays, and | wish to add, that this role has
been wel | appreciated. Japan has nade full use of its eco-
nom c strength to bring tremendous econom ¢ devel opnent

t hrough massive ODA, investnents and transfer of technol ogy.
The keen conpetition between Japan and the Wst has al so
proven beneficial in that prices of nost products and ser-
vi ces have been prevented fromrising unreasonably.

14. W have high regard for Japan's nenbership of the G7
As Asia's only nmenber, Japan has given voice to Asia's con-
cerns at the G7 summts. W appreciate the consultation
bet ween t he Japanese and Asian Governments prior to sunmt
nmeetings and the reporting back afterwards.

15. W continue to be hopeful that the Uruguay Round of
Multil ateral Trade Negotiations will cone to a successfu
concl usion. But the scenario is not prom sing. The con-
flict of interest between Europe and Arerica will continue
to stym e the negotiations. Only a powerful voice from out-
side of these two blocs will enable progress to be made.

16. It is for this reason that Ml aysia proposed the East
Asi a Economic G oup (EAEG, later renamed East Asia Economc



Caucus (EAEC). W are not proposing a trading bloc, al-

t hough we would be fully justified in setting up one, con-
sidering that both Europe and Anerica have each set up very
powerful trading blocs. Wiat we are after is a single voice
fromEast Asia in the defense of worldw de free trade. The
East Asian nations together constitute a |arge nmarket. Mre
than that it is a rapidly growing market. The united voice
of this large segnent of the world s econony cannot be ig-
nored. If we say that the Uruguay Round must be concl uded,
then the Europe/ Anerica bickering will have to stop. The
EAEC can cause this to happen

17. The EAEC will serve another purpose. W have noticed

t hat cooperation and conpetition between the ASEAN countries
have hel ped not only their econom c devel opment but al so
their policies and outl ook. They have becone devel opnent -
oriented and adopt simlar policies and approaches. It is
very likely that the creation of the EAEC will have the sanme
results in the | ess devel oped countries of East Asia.

18. The fact is that whether we formthe EAEC or not,

Europe and Anerica have opted for protectionist trade bl ocs.
To protect their high standards of |iving and high costs of
production they will want to exclude the conpetition posed
by the countries of East Asia. They will pick on any issue
to justify their discrimnatory policies. Al ready they have
sei zed upon issues such as denocracy, human rights, |abour
policies, environment, subsidies (real or imgined) and in-
tell ectual property rights to discrimnate agai nst goods and
services fromoutside. Wth the formation of NAFTA and the
si ngl e European nmarket these discrimnnatory exclusions are
going to increase. If we don't do sonething now things are
going to get worse later.

19. Recently Canada, Mexico and the U. S. signed into being
NAFTA. Apparently there is provision for countries |ike
Australia, New Zeal and and Taiwan to join NAFTA. |nagine a
NAFTA consisting of all the countries of North, Central and
South Anerica together with a substantial nunmber of coun-
tries on the Wstern Pacific shores led by the U S It wll
be very powerful indeed. It can certainly put Europe in a
corner. And if Japan is excluded, the progress of Japan
will be affected. If Japan is included then there will be a
nmost unheal thy confrontation with Europe.

20. APEC which started as an informal group is now becom ng
nore and nore like a regional grouping led by the U S ob-
viously anything that is not in the interest of the US. is
not going to be adopted by APEC. Since U S. interests nust
now coi nci de with those of NAFTA, it would seemthat an en-
| arged NAFTA is already in place. Wiether this will be good
or bad for the world' s econony I do not know. But certainly
the situation bears watching. It is for this reason that

Mal aysi a does not support neetings of APEC s heads of Gov-
ernment .

Ladi es and gentl enen,



21. As an econoni c superpower, Japan today faces rising ex-
pectations fromthe world conmunity, and in particul ar coun-
tries in East Asia. Malaysia for one hopes that Japan wl|l
play a nore crucial role in ensuring peace and security in
addition to addressing the econom c issues facing the world
today. Japan must contribute significantly towards the cre-
ation of a stable political and fair econom c order for the
post Cold War era. The epochal changes that the world has
experienced in the wake of the di sappearance of the Soviet
Uni on and the energence of trading blocs demands that we re-
exam ne our poli cies.

22. W wel cone Japan's desire for a nore active interna-
tional role. In fact, in the shaping of a new internationa
order, Asian countries will continue to | ook towards Japan
as a fellow Asian country, to exert its influence in ad-
dressing i ssues which are of great concern to Asians, be
they political or economic. It is very inportant therefore
t hat Japan continue to forge nore positive econonmic re-

[ ations with her Asian nei ghbours.

23. W in East Asia firmy expect Japan to play a |eading
role for the stability and devel opnment of the East Asian re-
gion. For this to happen, the nutual trust between Japan

and East Asian countries should be enhanced. This will re-
qui re regul ar di al ogues anong us, so that when Japan engages
in policy coordination with other devel oped countries, Japan
will be in a position to effectively present the concerns
and aspirations of East-Asian countries, of which many are
devel opi ng countri es.

24. \W are witnessing in our region the evolution of a nore
favourabl e political climte, conducive to econonic growh
and prosperity. The rapprochnent between the two Koreas and
bet ween the Koreas with China and Russia respectively are
cause for optimsm For Japan, we are hopeful that their
out standi ng i ssues with Russia and North Korea would be re-
sol ved.

25. East Asia is experiencing a |level of accelerated eco-
nom c growt h unseen anywhere in the world and if this expan-
sion continues at the current pace, our conmbined GNP will in
ti me exceed those of North America and the EC. W are not
nmerely a conpetitive and reliable production base but also a
maj or market for inports. For the period 1985 to 1990, East
Asia's share of Japan's total trade volunme has expanded from
27 per cent to 29.8 per cent to enable East Asia today to
beconme Japan's | argest trade partner. Gven these inter-

I i nkages, Japan and East Asia have a common interest in

mai nt ai ni ng and further developing its free trade franmework,
to support the Uruguay Round and to resist the formation of
tradi ng bl ocs that are exclusionary and protectionistic. W
have a comon interest in ensuring that the business and in-
vestnment climate in this region will remain favourable in
order to strengthen our econom c interlinkages.

Ladi es and gentl enen,



26. Mtsui and Conpany with its world-w de network is adm -
rably placed to inplenment and even influence economc
progress for a better world. Your Institute can becone a
centre for a nore participatory role in the formul ati on of
policies and programes towards this end.

27. 1 hope with this talk I have been able to present
Mal aysi an perception of the regional and world problens.
Thank you for giving me your attention.
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