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TI ME
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NATI ONS "

G obalisation is today's flavour. However it has
turned sour even before it has been tasted by the
majority of the peoples and the countries of the world.
It is very unfortunate of course, because it had held
out so nmuch hope for a better and nore equitable world,
a world free of poverty, a world of caring and sharing
bet ween rich and poor.

2. Wy has globalisation turned sour so quickly? Wy
are so many people protesting and denonstrating? Wy
are the poor who are supposed to be a beneficiary, if
not the main beneficiary, so reluctant to accept it?
Wy are they stalling, unwilling to hold the next round
of WIOtalks? Is it globalisation or is it something

el se that has incurred their displeasure and their
fear?

3. If we care to look we will find that it is not
gl obal i sation per se. It is what acconpanies
gl obal i sation that creates fear and negative reactions.

4. dobalisation is presently made synonynous wth

and exclusively about a totally free unregul ated world
market. It is absolutely tied to total deregul ation

wi thin countries and between countries. The free

mar ket nust be totally free and totally unregul at ed.
CGovernnments nust not only step back but Governnents
nmust be conpletely deprived of any right or power to
oversee the market. In other words where free trade is
concerned good governance means no governance.

5. The market it is claimed will regulate itself.

Indeed it will do nore than that, it will discipline
Governnments. This | ast assertion was nmade by the G eat
Currency Trader, George Soros. In South Korea he nmade
the claimthat trading in currencies and deval uing them
is an exercise in disciplining Governments. One can

see in one's mnd this great trader, whip in hand
maki ng Governnents junp through a hoop, disciplining
and training themso as to make them govern properly.



6. It is strange for a world dedicated to denocracy
to advocate the disciplining of popularly elected
Governnents by a foreign currency trader. But
apparently the claimis believed to be |ogical, right
because the world's nedia i mediately quoted the wi se
words of this great sage.

7. It is a measure of the dom nance of Capitalism
that such an absurd cl ai m can be made and accept ed.
The market is a great place where exchanges and trade
contribute nmuch to the creation of wealth. But the
mar ket is about making profits, maxinumprofit. An
unfettered, a deregul ated market can only lead to
avaricious profiteering to the maxinumlevel. It is
absurd to think of the market caring about good

gover nance of nati ons.

8. W have seen during the currency crisis the
currency traders destroying the econom es of whol e
regions in order to nmake noney for thenselves. They
will deny this of course. They will say that it was
the corrupt, opaque, cronistic Governnments which
destroyed the economies of their countries. But before
July 1997 the sane Governments were devel oping their
countries so fast that they becane mracle econom es,
tiger econom es, dragons etc. They could not have been
suddenly corrupt in July 1997, all these Asian tigers.
They must have been bad Governnents for a very |ong
time. Yet they were apparently able to govern their
countries well enough to nake economic tigers of them

9. No. The claimthat it was due to bad governance

by corrupt CGovernnments does not hold water. That it
was due to the currency traders and their currency
tradi ng and mani pul ation is nore | ogical because the
great Asian Currency Crisis happened i nmedi ately after
the currency traders appeared on the scene. They, and
their nedia tal ked i ncessantly about the imm nent
col | apse of the econony that it becane a self-
fulfilling prediction. Capital stopped flowi ng in and
banks, international banks, scared thenselves into not
| endi ng. Short-terminvestors pulled out.

10. Then the currency traders began to dunp the
currency on the market. In vain the Central Banks

tried to nop up the excess noney. The Central Banks
could only use the cash they held. They were fighting
agai nst fund managers who could | everage their funds by
10, 20 or even 100 tinmes. And predictably the Central
Banks | ost and the currencies and the economi es went
into a tail spin.

11. Suddenly the tigers lost their teeth and their
claws. A picturesque statement but what actually
happened was that the econom es collapsed, mllions of
wor kers were thrown on the streets. There they rioted,
burni ng shops, raping and killing i nnocent people. The



I M- noved in and in a situation where people had
already lost their income, the CGovernnments were forced
to withdraw food and fuel subsidies, increase interest
rates and taxes, reduce CGovernnment spendi ng and
general ly display a nost uncaring attitude. The riots
escal ated and the Governnents were overthrown, the sane
Government s whi ch had before so enriched the countries
that they becane econom c mracles.

12. Wy did all these happen? They happened because

of this absurd notion that markets can regul ate

t hensel ves and even di sci pline Governnents. Markets
only care for profit, for the maxi mumprofits. In

Sout heast Asia in order for the market to nmaxi m se
profits it was prepared to destroy whol e econom es, and
countries and people, nostly the poorest people, the
wor kers. I n Malaysia short-termcapital pull-out

caused the stock nmarket index to plunge to around 260
from 1000. Market capitalisation was reduced by 200
billion US Dollar. Businesses collapsed and nmargin
calls could not be net. And banks were on the verge of
col | apse unable to carry the huge non-perform ng | oans.

13. Al that happened in Ml aysia, in Southeast Asia
and in East Asia were due to the operations of the free
market. Yes, we will admt that the Governnents of
these countries were not the best Governnents in the
worl d. There was corruption, there was cronyism there
was poor transparency. Al these needed to be
corrected. But nust whole countries and economni es be
totally destroyed in order to carry out the
corrections? |Is there no other way, nore hunane way?
Cannot we take up a little bit nore tine, preserving

t he econony as much as possible while we make the
necessary corrections?

14. If this was how currency traders discipline
Governnents and if this is what the free market holds
for us, is there any reason why we should wel conme it?

15. But globalisation is not necessarily designed
exclusively for the free totally unregul ated market.

@ obalisation by definition is about the gl obe, the
world as a single entity, not divided up into many
countries with closed borders. W nust admt that the
difficulties and hassl es about crossing borders stifle
econom c interaction, the free flow of expertise and
weal th-creating capital. The answer is not necessarily
the destruction of borders. W can achieve the sane
pur pose by sinply agreeing to | ower the borders in
parts, for capital to flowin, even to provide

i ncentives for capital inflows.

16. That was what Ml aysia did. W encouraged capita

i nflows by incentives and reduci ng bureaucratic

hassl es, by being business friendly, by catering to the
needs of the investors as nuch as possible. W



succeeded very well and we were enriched by the foreign
capital inflows |ong before FDI becane an acronym for
Foreign Direct Investnments. But we did not take down
our borders conpletely. W did not find it necessary.
As a result domestic businesses were able to thrive and
intinme we were able to conpete, to invest ourselves
and to export our own indigenous products, earning
better incomes for the country.

17. W felt we were very much a part of the world. W
benefited fromthe engi nes of growth provided by the
rich countries and the rich benefited fromthe | ower
costs and the skills of our workers. It benefited
everyone, this gentle and selective | owering of our
border walls. And we coul d have gone on benefiting
everyone with our way, our selective |lowering of our
bor ders.

18. | don't really think the advocates of a borderless
world truly subscribe to it. If they do then they

woul dn't be so discrimnating, demanding for

borderl essness only for capital to flowin and out. If
we are truly borderless then people too should be able
to flowin and out of countries freely. The mllions

of poor people in Africa, Asia and Latin America should
be able to migrate to rich countries when they can
contribute towards the [ owering of costs while making
hardly a dent in the pockets of the rich. But the

vi gorous advocates of a borderless globalised world are
very enphatic that the borders should come down only
for capital. In Ml aysia and in every country the poor
very often mgrate fromtheir part of the country to
the rich urban and industrial areas. They create

probl ens of course. But since they are as much

citizens as everyone el se they have a right to mgrate.

19. In a truly globalised world where there are no
borders it is reasonable to expect the poor to mgrate
to the rich countries. After all the rich can make
nmoney in the poor countries, why cannot the poor nake
money in the rich countries? Isn't it fair? But no.

No way will globalisation permt a free flow of workers
fromone part of the gl obe to another

20. It is the sanme old double standards. Tails | wn,
Heads you lose. G obalisation at this monment is not a
win-win gane. It is about the winners continuing to
win and the losers continuing to | ose.

21. But if globalisation nowis so one-sided, cannot
we make it | ess one-sided? W need not reject

gl obal i sati on but need we accept the fellow travellers,
the free unregul ated market and the others? Mist we
unequi vocal |y accept that globalisation is free market
and free market is globalisation?

22. The answer nust surely be it is not. W can have



gl obalisation without a totally free market, without
total deregul arisation, w thout the abdication of
Governnments as the overseer and the regul ator.

23. Let us take currency trading again. Mist it be a
part of gl obalisation? Coviously not. W can stil
have worl d trade without the currency traders. Indeed
we can still have world trade with fixed exchange
rates. That was what the Bretton Wods was all about,
the fixing of exchange rates.

24. In the inmedi ate post-war years and for a

consi derabl e period of tine the fixed exchange rates of
Bretton Wods brought stability to countries and to
their trade relations with each other. And the world
made a rapid recovery fromthe trauma of World VWar I
By conparison recovery fromWrld War | was irregul ar
and unequal . Defeated Gernmany suffered the nost severe
recession and the Mark was rendered practically
useless. It left such bitter resentnment anong the
CGermans that they becane ready to accept Hitler and his
mad anbitions. MIlions died as a result -- the result
partly at |east of an exchange rate that was not fixed.

25. So what is wong about a fixed exchange rate in a
gl obal i sed worl d? Malaysia fixed its exchange rate to
counter the manipul ati ons of the currency traders and
to stop the slide of the country to bankruptcy. There
were all sorts of dire prediction. Malaysia's econony
woul d col |l apse totally. It will be a world pariah
shunned by all investors. It would be forced to go
beggi ng bowl in hand for help.

26. Wll, nothing of that sort has happened. W have
recovered fully. In 2000 we grew by 8.5 percent. This
year growth will be rmuch lower but it is not due to
capital controls or fixed exchange rates. It is due to
the failure of the U S. econony which takes up 20
percent of Malaysia's exports.

27. A mechanismfor fixing exchange rates can be

devel oped in order to enable a regul ated deval uati on of
the currencies of weak economnmi es and reval uati on of the
strong. Surely the great econom sts and financi al
experts of the world can cone up with a good nechani sm
that will largely avoid econom c turnoil

28. The borders may be brought down so that the world
can be nore global. But we can be selective in terns

of trade itens, in terns of tine, and in terns of

scale. There is really no need to bring down borders
for everything and everyone at a fixed time, nor should
there be zero duty for everything. Yes there are
provisions for these in the WIO agreenments but they are
not good enough. The pressure is always to open up, to
let capital in and out and to profit fromcapita
nmovenents rather than fromlong-term productive



i nvest nent s.

29. W don't need giants and oligopolies or nonopolies
in order to benefit fromtheir econonm es of scale.
Organi sations which are too big |lose their efficiency,
t hey becone arrogant and will not care about the side
effects of whatever they do. They will sinply ride
roughshod over everything. And the world will be the

| osers.

30. There should therefore be big and smal

corporations and banks which can operate both
nationally or internationally. The small nust be
protected to a certain extent, given the sanme kind of
handi caps that golfers are famliar with so that not
only will the playing field be Ievel but the disparity
in the sizes of the players will be conpensated.
Governnments nust be allowed to adnmit or reject the
super corporations and banks access to their countries.
But they rmust justify this.

31. There was a tinme when huge corporations were
forced to break up. Rockefeller's Mbil G| nonopoly
of the oil business in the U S. brought on the anti-
nmonopoly Anti-Trust Laws. After the Second World War
the big German corporations and the Japanese Zai batsu
were broken up. Bell Tel ephone Conpany in the U S. was
al so broken up.

32. Each of these offsprings then grew into huge
corporations, bigger than their parents. But now they
are nergi ng agai n and becom ng even bigger. The nerged
conpani es are nerging and nmerging until they are
actual ly bigger and financially nore powerful than the
Governnments of nbst countries. Even the nost powerful
Governments of the powerful countries are afraid of

t hem

33. These corporations have now deci ded on their own
to limt the nunber of corporations to be allowed in
any industry throughout the world. In the autonotive
i ndustry there will be only five or |less. The sane
will apply to the banking industry and ot her

i ndustries. There is no guarantee that these
oligopolies will not merge further until they becone
nmonopol i es. There is also no guarantee that they wll
confine thensel ves to particular industries and not
diversify and nerge with the other giants.

34. Perhaps | am being a scarenonger. But then when
we becane i ndependent only 43 years ago, Mal aysia had
| ooked at its borders as a legitinmate protective
barrier behind which to manage its econony. If
sonmebody had told us at that time that we would | ose
the protection afforded by our borders a few decades
| ater we woul d have consi dered hi ma scarenonger. But
today we are being told that borders are pass ,



anachronistic. There is going to be one world, one
borderl ess world. W cannot use our borders to protect
oursel ves anynore. How can we be sure that in this

gl obal i sed borderless world, the giant banks and
corporations would not rule the world, would not
destroy us?

35. When, after a very destructive world war, the
nations of this world decided to try again for

i nternational cooperation and gl obal governance, great
hopes were raised. The United Nations, a new kind of
League of Nations, would ensure peace for the world.
It would also free the colonies of the Inperial
Nations. We therefore welconed it and as a result

Mal aysi a and many ot her col onies of the European

nati ons gai ned i ndependence because of it.

36. W thought that independence neant the right to
rul e and manage our country freely and i ndependently.
But we soon found out that independence did not inply
freedom It was President Sukarno of Indonesia who
recogni sed the new form of col onialismwhich he called
Neo- Col oni al i sm W thought he was a crank but now we
know t hat he was ommi scient, he saw far into the
future.

37. Today the United Nations is not the institution
that we had expected it to be. The belief that the
great powers who had been given veto rights would
exercise that right for the good of all has not been
borne out. Today the veto is often used to uphold

wr ong- doi ngs.

38. Under the aegis of the United Nations the Wrld
Trade Organisation was formed. There we thought we
could hammer out a free trade systemthat will be fair
to all. But we are finding that it is an instrunent
for forcing upon the world the policies of the rich
designed to enrich the rich further.

39. The small countries are hel pl ess as many are

behol den to the rich, forced to toe the line on pain of
losing aid or |loans or other kinds of patronage. They
are deeply divided and they cone to the negotiating
table with puny del egations to argue conpl ex issues

wi th the huge highly know edgeabl e del egati ons of the
rich backed by experts on call at hone. They are faced
wi th an agenda not determ ned by them Sone of these
countries had earlier received del egations fromthe
rich intended to soften their stands. Always there is
a threat that noney woul d be denied.

40. The WIOis not about fair trade. It is about
forcing down the throats of the unwilling the ideas of
the rich to help enrich thenselves further. In the WO
gl obal i sati on and the borderless world would not only
be pronoted but woul d be inposed.



41. Wiile we hear of the virtues of denocracy for our
countries we see a total |ack of denocracy in
international affairs. In the United Nations and

el sewhere the powerful will take what they want and the
weak will surrender what they mnust.

42. 1t is a sad commentary on the state of the world
civilisation in this the 21st Century, the third
MIllennium Mght it seems is still right. W have

not progressed very far since the first caveman

bl udgeoned his rival and grabbed his wife. Until there
is reformto the United Nations systemthis primtive
state of affairs is going to continue. Certainly it
will in so far as world trade is concerned, in so far
as currency mani pul ati on i s concer ned.

43. This is a talk on dobalisation, the d oba
Community and the United Nations. | wish | could say
some nice things. But | find it very difficult to say
anyt hi ng conplinentary because | see injustice done to
my country at every turn sinply because we try to
exerci se the denocratic right of free speech and
mnority right. If we want to see a better world then
the rich and the powerful nust learn to restrain
thenselves to listen to the contrary views of the poor
and the weak and to seriously consider themand to be
prepared to make little sacrifices. Geed nmust be
curbed because it will destroy all of us. There is
still a place for charity of thoughts and action

44. 1 amgrateful to the United Nations University for

giving ne this opportunity of being heard here. | know
that I will be totally ignored by those who control the
information that the world gets. | know !l wll be

vilified as a heretic. But | believe that | have as
much right to free speech as they have. And here
claimny right.



	THE U THANT DISTINGUISHED LECTURE SERIES (07/06/2001)

