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At the outset, | would like to congratul ate the ASEAN Economic
M ni sters on the commendabl e achi evenents in the Association's economnic
cooperation over the last ten years. These achi evenents, coupled with
sust ai ned econom ¢ progress of individual nmenber countries have placed
ASEAN as an inportant player in international economic relations.

2. | recall addressing the First ASEAN Economi c Congress ten years ago
here in Kual a Lunmpur and posing the challenge then for ASEAN to establish a
cl oser, nore constructive and conpl enentary relationship in the area of
econom ¢ cooperation. Today, we are proud that our collective resolve has
brought us the first harvest of tangible results. Ten years ago, the idea
of a free trade area in ASEAN was not acceptable. It was seen as a nove
that would slowly erode national sovereignty. Today we are into the fifth
year of the inplenentation of the ASEAN Free Trade Area (AFTA) an
initiative that has achieved much greater success than the previous PTA
(Preferential Trading Arrangenment). Intra-ASEAN trade | ast year anpunted to
US$155.2 billion, a ten-fold increase over that in 1987 when it ampunted to
US$14.7 billion. Over 95 percent of that trade is covered by tariff
concessi ons under the Common Effective Preferential Tariff (CEPT) which
will lead towards the realisation of AFTA

3. VWhen we enbarked on AFTA, we were not addressing it solely to increase
intra-regional trade within the Association. The |arger markets for our
goods |ie outside ASEAN and that the prospect for expansion and realising
regional growth lies with the international narket. W need AFTA to

i ncrease competition and upgrade the efficiency of our industries in order
that they becone nore conpetitive in the world market. This would in turn
make ASEAN an attractive area for |ong-term non-specul ative foreign direct

i nvestnments (FDI) and attract nore world class producers to |ocate their
operations in the region. | would Iike to rem nd oursel ves that the bigger
the intra-ASEAN trade, the nore attractive will we be to the serious FDI

4. Qur thrust forward require us to go beyond tariff eduction. ASEAN s
own involverment in industrial production needs to be nurtured along with
the foreign direct investnments to deepen and to share in the benefits of
grom h. We in ASEAN agreed to upgrade industrial cooperation by introducing
t he ASEAN | ndustrial Cooperation Schene. We also realised that the services
sector will be the key sector to devel op greater competitivehess and w den
t he base of economic growth of ASEAN. To achieve this, we concluded the
Framewor k Agreenent on Cooperation in Services and | aunched negotiations in
mar ket access beyond our commtnents to the General Agreenent on Trade in
Services. W reviewed action plans in the sectors of transport and
conmuni cati ons, Energy and minerals while at the sane tinme we provided
greater focus in our plans for cooperation in the food industry,



agriculture, forestry, and tourism W also concluded a Franework Agreenent
on Cooperation in Intellectual Property to ensure that our region wll
provide effective protection for intellectual property, both foreign and
donestic. Protection for the former will further raise the confidence of
foreign investors while protection for the latter is essential as our own
entrepreneurs now have the capability and capacity to produce-works,
systenms and inventions. W are also formulating guiding principles towards
the formati on of an ASEAN | nvestnent Area which foresee a freer flow of
capital as well as effect transparency and predictability of policies and
practices in investnent, with a view to nmaking the ASEAN regi on a haven for
i nvestors.

5. G ven the mutually reinforcing initiatives pure in place by AEM it
have no doubts that as we nove into the first five years of we next

m || enium ASEAN econom c cooperation would be brought to the "higher

pl ane" that was envi saged by the Fourth ASEAN Summit in Singapore in 1992,
However to remain on this higher plane, we need to set our sights higher

To make ASEAN relevant in the next nillenniumwe need to have a | onger term
vi sion of what we want to be as an Association. Twenty five years from
today do we foresee ASEAN beconing a common nmarket |ike the former EEC? Are
we setting our sights to be a single narket or an econonic union ala the
EU? What is certain is that we need to nmake the bold nove towards greater
econom c integration, as we will have to face an uncertain environnent. Qur
recent experience with currency mani pul ati on should be a big |l esson for us.
Wil e we shoul d al ways avoi d abusing the system we nust be perpetually
alert to the possibilities of others exploiting our weaknesses in order to
weaken us further. We have a duty to bring order within and between our
countries, and indeed contribute to a nore orderly world environnent.

6. What is clear to us nowis that the chall enges which we will have to
face will be enornous.

First, while we are closer to achieving the vision of our founding fathers

for ASEAN to enbrace all 10 countries of Southeast Asia with the menbership
of Lao PDR and the union of Myanmar and the eventual nenbership of

Canbodi a, we need to rem nd ourselves that the devel opnent gap between the

ol d and new nenmbers require special attention

We need to step up the pace of our collective devel opnent efforts in order
to stay ahead of change. W have to encourage the new nenbers to face
change with greater determination if we are to benefit from such changes.
| see the Mekong Basin devel opnment initiative serving as the primary
vehicle for us to collectively spur econom c devel opnent of the new
menbers. Through this initiative, we can work together in devel opi ng rmuch
needed hard infrastructure such as roads, bridges, railways, airports and
ports, industrial estates, schools, hospitals and the |like as well as soft
i nfrastructure such as education and training, trade and investnent
facilitation, inmproverments in adm nistration and managenment of projects.
This regional effort will not only benefit the riparian states, but also
the region as a whole. Qur resolve to assist the devel opnent of the
riparian states must be matched by deeds and financial commtnents on
mutual Iy beneficial terns.

Second, we need to liberalise without ignoring the dangers posed by those
who see only the opportunities afforded themby their strength and



experi ence and the weaknesses which their victins nmay have. W nust not
just think of level playing fields but also the relative strength of the
contestants. Wiile standing together to face problens nay not anount to
much, but it is much safer than isolating ourselves in the hope that we my
not be noticed and thus left al one.

Sone postulate that the future of the world will be characterised by herd
behavi our and herd instincts. The different herds will wheel to the left or
the right or will charge ahead, tranpling upon whatever nmay be in the way.
Thi s does not speak well of the progress human civilisation has nmade. But
then, the history of human civilisation is full of the exploitation of the
weak by the strong and the powerful.

Third, we need to ensure that the multilateral trading systemremains fair
and open. W were able to contribute positively to the conclusion of the
Uruguay Round by exerting a positive influence on the debate on issues and
by our actions in effecting orderly liberalisation measures. W have
continued to exert ASEAN s influence during the WIO M ni sterial Conference
| ast Decenber to ensure that extraneous issues and non-trade issues are not
brought within WO di sciplines. It is inportant that the WO becones the
sol e organi sation for the settlenent of disputes. Actions taken outside the
WIO shoul d not be allowed and shoul d not be respected. An organisation mnust
have rules in order to exist and be relevant. Such rul es nust have the
force of law, international |aws which are properly and denocratically
enacted. An organisation without rules and regulation will not result in
equal ity of benefits for the nernbers. Liberalisation is not about doing
away with rules and | aws altogether. It is about everyone submitting to the
same set of rules, regulations and aws on a world scale rather than

nati onal scal e.

Fourth, we have to enbrace the positive aspects of the devel opnent of
capital markets. Devel opments in our capital markets over the last five
nmont hs reveal ed how vul nerable we are to various abuses. W nust nake a

di stinction between specul ati ve short term hot noney operations and serious
i nvestnents in productive activities. W should continue to welcone rea

| ong-terminvestments but nust be wary of operations which do not create
any real wealth for us. W need to cooperate in macro economnmic policy
formul ation to ensure the achi evenment of stable, sustainable economc
grom h for the region.

Fifth, we need to harness benefits from devel opnents in Infornmation
Technol ogy very early before the enormity and speed of these devel opnents
render it inmpossible for us to catch up. The conduct of trade and comrerce
itself has not been spared fromthe devel opment of IT. Electronic Comrerce
is the buzz word that we need to enbrace. Early discussions have begun on
the need to formulate a framework for electronic comerce. Wether we are
conscious of it or not, all of us in ASEAN have conducted part of our

busi ness transactions using nodalities that formpart of electronic
conmerce. W need to engage ourselves in the discussions to forrmulate a
framework for el ectronic comerce to ensure that the guiding principles
within that framework do not put us at a disadvantage bun in fact places us
all in a position to reap maxi num benefits. W cannot ignore that we need
revenue in order to govern ourselves and nuch of this revenue comes from
conmerci al activities.



Si xth, we need to upgrade, strengthen and expand our services sector to
conpl ement our strength in the manufacturing and industrial sector. The
latter cannot remain as the only engine of growh as its contribution to
GDP has al nost reached the optimumwhile the lack of strength in the forner
has been highlighted as a najor contributor to the current account deficit
in nmost of ASEAN econonmi es.

Seventh, we nust continue efforts at upgrading the know edge and skills of
our people with greater vigour if we are to keep pace and nove ahead of
change. We must al so continue to enphasise raising productivity levels in
all activities.

7. In noving towards greater econom c integration, ASEAN may need to | ook
at the way we cooperate with a new perspective. Qur targets must be that of
gai ni ng advantage fromour strengths rather than nmerely protecting our
weaknesses. We had struggled hard to gain i ndependence and we cannot afford
to |l ose our sovereignty in the name of free, unrestricted breaching of our
econom ¢ and ot her borders. At |east we rmust ascertain that such breachings
will be subjected to eventually beneficial rules.

8. We have al so to acknow edge that as we nove towards greater economc
integration, we are nore exposed to the occurrence ef disputes anong
ourselves in the inplenentation of the economic initiatives that we may put
in place. W have to resolve such disputes swiftly and effectively. The
Agreenent on Dispute Settlenment in Econonmic Initiatives concluded in Apri
this year provides the nuch needed reference.

9. VWile we inplement initiatives toward greater economic integration in
ASEAN, we must not overlook the critical elenment of reducing transaction
costs or the cost of doing business in ASEAN. W need to review regul atory
and admi ni strative procedures at the national and ASEAN | evels with a view
to making them nore sinple and transparent and ensure that new measures

i ntroduced have the effect of facilitating decisions and approvals. W have
to conmbat corrupt practices squarely.

10. Towards reducing the cost of doing business we will have to review
the efficiency of our utilities industry. The cost of electricity, gas,
wat er and tel econmuni cations will be Iess of a burden to business if we

liberalise the nore restrictive regulation. In the same vein, we need to
make our ports and airports nore efficient, our haul age and freight
forwardi ng services nore responsive.

11. An the sane time, we have to adopt processes that are sustainable,

cl ean and environnent-friendly to avoid costs associated with environnmental
degradati on. We have to educate and encourage our rural population to do
away With antiquated practices in their daily econom c activities which can
pollute the environment. The proxinmity of our borders requires that we
address the problem of pollution fromboth the national and regi ona
perspectives. Failure to do so will npst certainly cost us a lot and wll
retard our progress.

12. ASEAN economi c cooperation has come a long way fromthe time when we
enmbarked on our first collective econonmic initiative 20 year ago. The
journey ahead is |longer and nore demandi ng. W can sl ake the journey |ess
onerous if we prepare ourselves well for it, if we remain focused in



addressing issues that confront us and if we remain conmitted to achi eve
our regional goals.

13. | thank the ASEAN Economic Mnisters for inviting me to official at
the 29th Meeting of AEM | wi sh them success in their deliberations.
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