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Di sti ngui shed CGuests;

Ladi es and GCentl enen,

It gives me great pleasure to address the U. S. -Asean

Busi ness Council today. The nenbers of this Council have
not only played a pivotal role in pronoting trade and
economi c rel ations between the United States and the
ASEAN countries, but nore inportantly have recogni sed the
need to enhance the nonmentum of this mutually-beneficial
cooperati on between the two regions.

2. | amgratified too that the present U. S. adm nistration
has shown a greater interest in East Asia, especially trade
and econom c relationship with the region. Wth U S.
external trade al one exceeding US$1 trillion |ast year, it
is gratifying to note that in the past few years there has
been a phenonenal growth in trade between the Pacific
countries and the U S. Exports to the Asean region al one
have grown by al nost 25 percent.

3. To ensure that this nmonmentumis sustained, it is

crucial that we maintain those conditions that have fostered
growm h and continue to explore ways to reinforce such
conditions. O these, free and fair trade have obviously
contributed a good share towards the growh of trade

bet ween the two regions.

Ladi es and Gentl enen,

4. It is essential that new political, security and
econom ¢ consi derations brought about by the end of the
Cold War do not negatively inpact on our trade rel ations.
The United States' role in pronoting the economc and trade
potential with the ASEAN regi on cannot be overst at ed.

5. | understand that the nost encouraging facet in the
U S. econony has been the growth in its exports. The new
enphasis on exports is, | believe, a contributing factor

The United States needs trading partners, and we in Ml aysia
understand the inportance of this. Wien we achieved

i ndependence we did not get rid of foreign business
interests. Instead we encouraged additional foreign

i nvestnments from Japan, Western Europe, Taiwan and the



United States. This has reduced unenpl oynment and nade
Mal aysi a prosperous. The investing countries not only
gai ned from Mal aysi a' s conparative advantage, but the
prosperity of Ml aysia nakes it a good market for their
products as well.

6. There is an unfortunate tendency in the US. to link
trade with non-trade i ssues such as human rights issues,
| abour practices, the environment and econom c poli cies.
The result of scrutinising these issues is to stifle trade.

7. It should be noted that devel oping countries are

di sadvant aged. Frequently they depend on one or two primary
commodities for their foreign exchange earnings. If they

go into manufacturing they are handi capped by the |ack of

t echnol ogi cal know how, capital, donestic market or even
managenment expertise. About the only thing they have is

| owcost labour. If this is taken away fromthem or
nullified in sone way, they will not be able to
industrialise at all. If they don't grow and prosper, then
they will not be able to buy the products of the
sophi sti cated devel oped countries. By stifling their growth
you will in fact deprive yourself of markets for your
products.

8. During the Cold War years, nmany devel opi ng countries
grew accustoned to getting preferential access for their
goods to markets in North Anerica and Europe. Clearly these
privileges render themvulnerable to threats of withdrawal.
Mal aysi a, as a devel oping country, has GSP privil eges. For
some years now there have been threats of withdrawal because
of alleged restrictions on the freedom of association of
workers in the electronics industry. Now it is well-known
that even in the U S not all workers are unionised. In

Mal aysi a where el ectroni c manufacturing conpani es are of
various sizes and enjoy different degrees of profitability,
we prefer that they have in-house unions rather than
national trade unions. Powerful national unions have been
known to destroy the econony of even devel oped countri es.
And when the econony is destroyed it is the workers who
suffer the nost. On the other hand in-house unions can do
little harmas they affect only the respective conpany.

Yet in-house unions are still able to protect the interest
of workers. Clearly our |labour policy is in the interest

of the workers.

Ladi es and Centl enen,

9. The attracti veness of Mal aysia as an investnent centre
is partly due to good industrial relations. Such is the
attractiveness of Malaysia's investnent clinmate that huge

| abour-i ntensive industries have been set up resulting in
full enploynent. Wth full enploynment wages have gone up
Clearly Ml aysian workers are not |osing anything because of
t he Mal aysi an | abour | aws and poli cies.

10. Foreign investnent remains a vital ingredient of
Mal aysi @' s econom ¢ and technol ogi cal devel opment. W are



particularly interested in investnents in the nmanufacturing
sector. Last year, for instance, the nmanufacturing sector
contributed 28.9 percent of Malaysia's Gross Donestic
Product (GDP). Manufactured products accounted for nearly
70 percent of Ml aysia's export earnings. Electronic goods
make up 48 percent of these exports. The overall result of
the econonmic policy and its managenent is a growh of eight
percent per annum for the last five years.

11. Usually high econom c growths are acconpani ed by high
rates of inflation. In Malaysia's case the rate has

remai ned | owranging fromtwo percent to 4.7 percent. In
fact, despite continued high growh, the inflation rate has
actually gone down. It is now 3.9 percent, down from4.7
percent in 1992.

12. W are also politically stable and bl essed with a

young, trainable and disciplined workforce. Infrastructure
is continually being upgraded and expanded. Tel ecommuni -
cations facilities, banking and other services are well
above average for a devel oping country, and are continuously
i mprovi ng. The Asi an Devel opnent Bank (ADB) recently
reported that Ml aysia's banking systemis anong the best

in South East Asia.

13. Wth all these going for us, it is regrettable that

wi th the exception of the petrol eum and the el ectronics
sector, there have been few notable investnents by

Ameri can busi nesses. W continue to get far nore investnents
from Japan, Korea, Taiwan and Singapore than fromthe U S

It is our desire to encourage and see nore investnments from
the U S., especially fromthe small and nedi um scal e

i ndustri es.

14. The U. S.-ASEAN Busi ness Council is aware of the vast
opportunities that exist in the manufacturing sector in

Mal aysi a. However, some of its nenbers may not be aware of
the opportunities in resource-based industries, agro-based

i ndustries, ancillary and supporting industries, the

manuf acturing of precision products and the manufacturing of
i ndustrial machinery and parts.

15. U.S. business is also welcone to set up regiona
operational headquarters in Ml aysi a. Foreign-owned

mul tinational subsidiaries carrying out certain activities
are provided with tax incentives. Labuan, an internationa
of fshore financial centre, also offers a nunber of business
opportunities typical of tax havens. Foreign business may
al so cone in and participate in activities associated with
tourismand tourismrel ated projects.

16. | have outlined these broad paraneters of business
opportunities and the incentives for such activities to
denonstrate our policy of welcom ng foreign business

i nvestnents.

17. Mal aysia, like other devel oping countries, is also



concerned that environnental conditionalities are being

i nposed to restrict the inflow of devel opnent funds from
multilateral lending institutions and the export of certain
fini shed products nmade fromtropical tinmber. W have enacted
laws to check illegal |ogging and bring down the annua
harvest of tropical tinmber. Ml aysia wishes to preserve

its rainforests. It is in Malaysia's interest to do so

More than 50 percent of Malaysia is covered by forests and
if we include tree plantations, nore that 70 percent is
tree-covered. W cannot be having 50 percent forest cover
if we are indiscrimnate about | ogging.

18. Al'so, there have been reports that Ml aysia and ot her
countries in the region are involved in an arnms race. The

al arm ng tone of these reports conveys the inpression that
we live in nutual antagoni smand di scord anong the countries
of the South East Asian region. South East Asia is getting
nore prosperous and it is natural that we expand sone noney
to upgrade our nodest defence establishment. That is not an
arms race. W believe in the negotiating table even with
China. W& do not | ook upon China as a potential eneny.

Ladi es and Centl enen,

19. Wth the ending of the Cold War there is a tendency to
bel i eve that denocracy has triunphed. To a limted extent
the western denocrats are right. But denocracy does not
mean the same thing to different people. Even anong
erstwhile western denocrats interpretations differ.
Unfortunately some denocrats do not believe in denocracy
when foisting that political systemon others. They are
quick to apply pressures and to make threats.

20. Denocracy is not the easiest of political systens. It
took the West several centuries to apply it. Even then it
does not always work. Racial intolerance, fascismand
unstable as well as ineffective governments abound. Italy
is a good exanple. It is unrealistic to expect countries

wi th no experience of the denocratic systemto suddenly
espouse and excel as denocracies. And the former col onial
territories were never ruled through the denpcratic system
How are they to practise all the m nute provisions of the

| atest western interpretation of denocracy? Look at the
bungl i ng and near anarchy now bedevilling the countries of
Eastern Europe and the forner Soviet Republics. |Indeed the
tragedi es of Yugoslavia and others are directly attributable
to the attenpts at denocracy.

21. Though di sadvantaged i n many ways, the devel opi ng
countries aspire to develop their economes, uplift their
peopl es, and al so provide sone form of denocracy in their
political system In the short term the concerns of nost
countries are to provide food, shelter and clothing. In
many countries, the pursuit of these objectives has been
affected by a lack of political stability, ethnic and
religious strifes, disunity and nost frequently a |ack

of indi genous resources. Ml aysia, fortunately, does not
suffer fromthese disabilities.



Ladi es and GCentl enen,

22. Mal aysi a's devel opnent policies enphasi se nationa

unity, income redistribution, the eradication of poverty and
the elimnation of the identification of race with
occupation. Qur strategy conbi nes econom c, social, |egal

| abour and educational tools. W cannot allow criticisns

of our laws and policies by outsiders to disorientate and
destabilise us. To becone dynam c, vibrant and prosperous

we have to shape our policies and style of adm nistration to
our local situation -- that of a nulti-racial devel opi ng
country with very few resources initially.

23. Mal aysia wel comes foreign involvenent in its econony
ever since it gained i ndependence. That attitude and policy
have paid off. W wish to continue with them Al we ask

i s sone understandi ng and synpat hy for our system and
pol i ci es.

24. Americans, and in particular American businessnen, at

| east those who have been there, are synpathetic. But many
Ameri cans shape their opinions and act on the basis of

news- paper reports. These reports are sensational and
unsynpa-thetic. Even econom c and business reports are

nore political in content. The result is a distorted view
anong their readers. In the case of businessmen, there is a
reluctance to invest in Malaysia. This is one of the reasons
why Anerican investnents |ag behind those of other
countries. This is a pity because those who have invested
in Mal aysi a have reaped very considerable profits. |ndeed
even when they are not doing well at home, their Ml aysian
operations are profitable. | hope the U S.-ASEAN Busi ness
Council can help correct the distorted view of Ml aysia

and bring about not only greater friendship between the

two countries but nore American investnents.
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