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TI MVE:

| would like to thank UNCTAD for inviting ne to

address this distingui shed gathering. This conference
is tinely in the light of recent devel opnents inpacting
t he gl obal econony, particularly of devel oping

countri es.

2. This Conference provides an excellent occasion for
us to take stock of the | essons and experiences of the
past; and to | ook forward to new i deas and new
programes, to neet the devel opnental needs of the 21st
century. The thene of the Conference is nost
appropriate as we all want to see the benefit of

gl obal i sati on being shared by all including the
devel opi ng countries.

3. Looking back at the |ast few decades, | cannot but
acknow edge that it has been a tine of significant
changes for devel opi ng countries. For many of us,
managi ng our own destiny is new Qur experience with
devel opnent therefore, has been conparatively [imted.
A nunber of us have achi eved sone neasure of success in
econom ¢ devel opnent; but there are many which have yet
to achieve any significant progress.

4. Many of us have on our own undertaken

i beralisation neasures by opening our markets to trade
and investnment, evolving our institutional and

regul atory systens, orientating our economes to
external chall enges and eventual ly wel com ng

gl obalisation, in the hope of benefiting fromthe
opportunities afforded by this process.

5. These devel opnents have occurred agai nst a

backdrop of changes over which we have little control
Political stability, natural and human resources,
capital and investment, were once the only ingredients
in the fornula for devel opnent. But today

t echnol ogi cal advances, borderless flows of capital and
t he advent of a know edge-based econony have
conplicated the devel opnment equation. W are not
certain we can deal with this new conpl ex environment
whi ch changes even as we try to adjust to them And
because we are not so conpetent in dealing with these,
our devel oprment have been and will be affected



adversel y.

6. What we do know is that the path to devel opnent

has never been easy even at the best of tinmes. Despite
our efforts we see rising inequality between devel oped
and devel opi ng countries, with continued high | evels of
poverty and unequal and inequitable benefits from

gl obal i sati on. W see increasing uncertainty of the

gl obal econonic environment. W see greater

mar gi nal i sation as a result of the globalisation
process. And we see grow ng i nadequacy of gl oba
institutions to deal with devel opnental problens.

7. Inconme inequity is growing. There are grow ng

di vergences between the inconmes of the richer group of
countries and the poorest. The maj or devel oped
countries have GDP per capita over 25,000 U.S. Dollar
whil e the poorest have as little as 100 U.S. Dol l ar

It seens that the benefits of international trade and
i nvest ments have been unequal |y shared anong countries.
The current belief by the global conmmunity, that
countries must enbrace |liberalisation and adopt gl oba
rul es and devel opment woul d then follow, have not been
proven correct. It would seemthat the current
practices in trade and investnments are not capabl e of
di stributing wealth equitably.

8. The instability in the global financial system has
al so adversely affected us. Just two years ago, a
nunber of East Asian econonies were badly affected by a
severe financial crisis. Athough there is recovery
now but the global financial system continues to be
characterised by volatile capital flows and excessive
specul ative activities of the hedge funds and highly

| everaged institutions (HLIs). Devel opi ng countries
continue to remain vulnerable to another crisis unless
reforms to the international financial systemare
undert aken.

9. Meanwhil e the affected econom es, including

Mal aysi a, have undertaken strong econom ¢ neasures and
instituted financial refornms to address weaknesses that
have enmerged and to restore confidence in the econony.
Al though in the initial stages Ml aysia found it
necessary to foll ow the advice of the M, we had to
abandon the | M- prescription because things actually
got worse faster. W noticed that the | M~ approach of
high interest rates and tight liquidity, far from
reviving confidence, led to a severe contraction of the
real econony and an overhang of debts.

10. W were thus conpelled to adopt and i npl ement
nmeasures consistent with our donestic circunstances in
order to address the issues of econom c recovery.

These neasures al t hough unorthodox, have hel ped to put
the econony on a path to recovery. W rel axed fisca
policy, reduced interest rates and inposed sel ective
exchange controls to elimnate the internationalisation



of the Ringgit and regul ate volatile short-term
portfolio flows. No controls were inposed on novenent
of funds for international trade settlenments and
Foreign Direct Investnment (FDI). These are free to
cone in and | eave the country at any time. The
control s brought about sustained stability which
enabl ed us to take various nmeasures to bring about the
on- goi ng br oad- based econom c recovery.

11. As a recalcitrant and heretic | would like to
insist that the affected econom es of East Asia were
practising the right econom c policies, which enabled
themto enjoy high rates of growmh. Current account
deficits and bank borrow ngs which were on the high
side, are to be expected, given the openness of these
econom es and their high rate of econom c growh. Some
bel i eve that periodic financial crises my be a snal
price to pay for the devel opnent resulting from
liberalisation and globalisation. But is it really
necessary to have financial crisis every now and then
especially the severe kinds which affected the East
Asi an tigers and dragons? Cannot we have
liberalisation and gl obalisation with | ess disruption
for econonmies which are as yet not too resilient?
think we can if we are not too rigid in our thinking
about globalisation and liberalisation and our

tol erance of abuses of the system

12. It is disappointing that the internationa
communi ty cannot think of any other solution to the
crisis in East Asia except to call for inprovenents in
transparency and governance. The argunent is that |ack
of transparency and accountability nmakes it difficult
for markets to function well. And when the players in
the market feel unconfortable they just pull out,
regardl ess of the consequences to the countries which
had in the past given them good returns. Cannot there
be ot her ways of responding to the disconfort? It
seens that the international comunity is now nore
concerned to avoid periodic crisis and has set up
various conmttees and working groups to study these
and to suggest a new architecture for the internationa
nmonetary system This include the setting up of the
Financial Stability Forum and the G 20

13. But Mal aysia renains pessimstic on the outcone.
The menbership of the G20 seens to nmake it heavily

i nfluenced by the views of devel oped countries. W
hope the G 20 agenda will not be limted to pronmoting
i nformati on exchange and co-ordination anong nati ona
authorities, international institutions and

i nternational regulatory or rel evant expert groupings.
In our view, central to the issue of reformof the

i nternational financial systemis the need to address
the volatility of capital flows, particularly through
direct regulation of hedge funds and highly | everaged
institutions.



14. W are al so concerned that although much

di scussi on has taken place, and agreenent reached on
certain specific issues, inplenentation details have
yet to energe. W recogni se that some progress has
been nade to address the issue of transparency and

di sclosure as well as indirect regul ation of market

pl ayers. But even in these areas we are yet to see
concrete nmeasures. Until and unless there is a
reshaping of the international financial architecture,
we can expect the gl obal economic systemto remain

i nherently unstable and this would not be conducive to
further devel opment, particularly for the devel opi ng
economi es.

15. While sone countries have adjusted and benefited
fromthe |iberalisation and gl obalisation process, nany
because of their |ow | evel of devel opnment have not
managed to get a share in the benefits of

gl obalisation. In the context of the present
environnent, capital flows have been channelled to
where the returns are highest, and not where capital is
nmost urgently needed to uplift the |evel of

devel opnent. Considering that we place such faith in
market forces, this is only to be expected.

16. Further, the benefits resulting fromthe rul es-
based multilateral trading systemas enbodied in the
WO, have not been equally distributed anong al
countries. Tariff reductions in industrial and
agricultural products, as well as inproved trading
rules are of little consequence to these countries, if
the products of export interest to themare not granted
mar ket access. Comodity exports, the mainstay of many
devel opi ng economi es, continue to experience severe
declines in their ternms of trade.

17. Existing international infrastructure is

i nadequate to deal effectively with the devel opnenta
probl ens and crises. The international institutiona
machi nery, conprising the United Nations, the I M- and
the Worl d Bank, have not been able to cope with the
chal | enges confronting the devel oping worl d. The Asian
financial crisis has clearly shown the inability of the
devel oped world and the international institutions to
respond to crises and the effects of contagi on

18. Poverty and unequal distribution of wealth have
resulted in security and social problens. And they are
likely to continue to do so in particular in the
devel opi ng countries. W nust be sincere and earnest

in finding solutions, solutions that can realise the
full econom c potential of devel opi ng econonies, and to
reduce significantly the probl ens of poverty, hunger

ill health, aids, illiteracy and gender discrimnation



19. The responsibility to address the issue of

devel opnent is a collective one. Devel oped countries
must play an active role in assisting countries

af fected by these problenms. However, devel oping
countries must accept that we too have to do our bit to
ensure that sustainable growh and prosperity can be
attai ned.

20. Firstly, developing countries nmust continue to
enhance domestic resilience and capacity. W nust
continue to invest in human resource devel opnent, to be
equi pped with the skills and know edge to cope with a
rapi dly changi ng world dom nated by technol ogi ca

i nnovati ons and advances. |nvestnent in education with
enphasi s on sci ence and technol ogy nust be given
priority. Attention nust be given to strengthening
donestic institutions and the framework of |aws, rules
and regulations to ensure resilience in the face of
chal | enges posed by gl obal i sation

21. Secondly, apart fromthe efforts of devel oping
countries, industrial countries also have a speci al
responsibility to facilitate this process, by assisting
devel opi ng countries gain access to know edge, ideas
and inventions, which nust be nade available at a
reasonabl e price. Intellectual property nust be
protected but consideration nust be given to the needs
of the poor. By all neans profit fromthe intellectua
rights but make those who can afford pay nore while
reduci ng the profit fromthe poor

22. The newmllenniumw ||l continue to witness rapid
advances in information technol ogy, which will have

wi de-rangi ng i nplications on devel opi ng countries. The
Internet has becone a force of trenendous potenti al
Those who can see the usage it can be put to will gain
trenmendously. Those who are still dazed by the ease of
access to information, to the market and to people in
general will just stare at the screen while their
little businesses get pulverized by the anmazing dot-
cons conpanies. By the tine they awake to the
potential it may be too | ate. UNCTAD coul d undertake a
set of programmes to pronote better understandi ng and
capacity building in this area.

23. Thirdly, all countries must work together to
manage the gl obalisation process for our nutua
benefit. The trading regi me under the WO can bring
both benefits and challenges. In the context of trade
liberalisation, greater flexibility nust be given to
devel opi ng countries for a wi de variety of options and
responses to deal with the conplexities of devel opnment
and nation buil di ng.

24. This aspect and the special situation of
devel opi ng countries are often not given adequate and
appropriate treatnent in trade |liberalisation



negoti ati ons. Devel opi ng countries cannot and shoul d
not be expected to undertake obligations at simlar

| evel s as devel oped countries. Market opening nmeasures
expected of devel opi ng countries nust be commrensurate
with the | evel of devel opnent. The principle of
progressive liberalisation nmust not only be an integra
el ement of any WIO trade |iberalisation initiative, but
nmust be fully recognised by all.

25. Fourthly, to be able to manage the pace and
direction of liberalisation and globalisation
devel opi ng countries nmust be allowed to effectively
participate in the decision naking process in al
international institutions. International institutions
must have the nmechanisns to allow the views of all to
be heard. The decisi on naking process nmust be
transparent and nust reflect not just the views of big
busi ness and big Governnents but those of the
threatened smal |l business and smal|l Covernnents as
well. The recent WIO M nisterial Conference in Seattle
clearly denmonstrated the need to involve even the NGO s
in the decision making process. It is time that the
rel evant NGO s be given a proper forumto air their
views. Street denps can serve as a wake-up call but
their usefulness is quite limted.

26. Frankly speaking I amworried and frightened at

t he preparations being nmade by corporations in certain
i ndustries and business activities in order to take
advant age of |iberalisation and globalisation. I am
referring to the mergers and acqui sitions which are
maki ng bi g corporations even bigger. Now nmany of these
corporations are financially nore powerful than nedi um
sized countries. Wiile we welconme their collaboration
wi th our | ocal conpanies, we fear that if they are
allowed into our countries unconditionally they may
swal | ow up all our businesses.

27. A situation of worldw de oligopoly seens already
to be emerging. If nmarket forces are allowed free play
then oligopolies may end up as nonopolies. | believe
that the general consensus is that nonopolies are
unhealthy. Can it be possible that a corporation is
not a nmonopoly in its country of domicile but a
nmonopoly in the rest of the world? In such a case
whose laws will apply? And if we restrain them would
we be accused of not subscribing to globalisation and
i beralisation?

28. Cearly UNCTAD 10 has a big agenda before it. If
you want to nmake gl obalisation an effective instrunent
for the devel opment of all countries and people, it is
i nperative that you take serious notice of the fears
felt by the devel oping countries about what is
happening to the world' s econony, the world' s financial
systemin this era of interdependence and

gl obal i sation. You have also to let the devel opi ng



countries have a say in the interpretati on and shaping

of the new forces that are being unl eashed by a

gl obal i sed world where policies and practices are to be
standardi zed so as to facilitate trade and investnents.

29. W nust not forget that UNCTAD i s not just about
trade. It is also very nmuch about devel opnent and
devel opnent is the particular need of devel opi ng
countries. Other fora are already exclusively
concerned with trade. UNCTAD i s one of the few
concerned with devel opnent and because of that it is
extremely inportant to the devel oping countri es.

30. I amconfident that the deliberations during this
Conference will result in concrete outconmes that wll
set a new direction for devel opnent, in terns of a new
devel opnent strategy that enbodies el enents that woul d
enable in particular, devel oping countries to neet the
chal | enges of the 21st century. UNCTAD nust assune a

| eading role in achieving this objective.
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