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TI ME

" Look East Policy - The Chall enges for Japan
in a d obalised Wrld"

I would like to thank the organisers for inviting

me to speak at this 20th Anniversary of the Look East
Policy. | have chosen to speak on "Look East Policy -
The Chal |l enges for Japan in a dobalised Wrld."

2. The peopl e of East-Asia had been Looking East |ong
bef ore Mal aysi a adopted the Look East Policy. Wen

Japan started nodernising during the Meiji Restoration
East Asians who were then faced with aggressive European
and American free traders to open their countries for
trade, | ooked at Japan's handling of this problem

3. The assunption by China that its culture was

superior and the foreigners were barbarians could not be
sustained in the face of Western successes in forcing
open the country. Elsewhere in the East the Europeans
sinmply occupied the countries in order to gain access to
their products. By the mddle of the 19th century only
Thai | and and Japan remai ned free. China had many ports
converted as European tradi ng stations.

4. Japan was able to ward of f European and American
hegenmony by adopting the admi nistrative systens and the
commer ci al i sati on of the econony. Large nunbers of
Japanese were sent to Europe in order to acquire

i ndustrial technology. Very quickly Japan becane as
much an industrial and comercial power as the

Eur opeans. Any idea that the Europeans had of

col oni sing or domi nating Japan was shattered when in
1905 a nodern Japanese Navy defeated the Russians
decisively. Fromthen on Japan was | ooked up to by East
Asi ans.

5. Attenpts were nade by East Asians to enul ate
Japan' s nodernisation. Siam now Thail and bei ng

i ndependent followed in Japan's footsteps. Looking East
is therefore not a new thing. The people of East Asia



had been Looki ng East at Japan even when they | ooked up
to the West. Japan's success in nodernising gave them
hope. They believed they coul d beconme as good as Japan

6. The success of the Japanese Arny in the early days
of the Pacific war finally broke the spell cast by the
Eur opeans regarding their invincibility. East Asians
were able to see that their European overlords could be
defeated. Their yearning for independence gai ned

st rengt h.

7. True, Japan was eventual |y defeated by superior
Western arns, including the atom bonb. But the post-war
years saw yet another denonstration of Japan's
capability. From al nost total destruction, Japan rose
to become the second nost powerful econony in the world.

8. East Asians cannot help but | ook nore and nore
eastward, at Japan, as a nodel for their countries.

Mal aysia i s perhaps | ess bashful and announced | oudly
that it intended to | ook East, to | ook at Japan mainly
for inspiration and gui dance.

9. Malaysia identified what we believed to be the
factors which contributed towards Japan's success. They
are the patriotism discipline, good work ethics,

conpet ent managenent system and above all the close
cooperati on between the Governnent and the private
sector. And so we tried to adopt these practices and
instill these cultures in our people. And everyone now
acknow edges that Mal aysia has made better progress than
nost ot her devel opi ng countries. The fastest pace of

Mal aysi @' s progress and devel opnent took place in the

| ast two decades coinciding with Mal aysia's Look East

pol i cy.

10. For a country with a popul ati on of just over 20
mllion, Malaysia's position as the 18th bi ggest trading
nation in the world is sonmething that Ml aysians are
proud of . More than nost countries Malaysia is

dependent on foreign trade. Malaysia's trade is al nost
two tines as big as its G oss Donestic Product (GDP).
Japan, which is a very big trader, has a trade that is

| ess than 30 percent of its GDP

11. The extent to which Malaysia is trade dependent is
dangerous. W are very open. Foreign goods enter

Mal aysi a freely although sonme discrimnatory inport
duties are inposed to protect |ocal products. Ml aysia,
i ke Japan, believes in trade as a basis for growh. W
are nore open than Japan though.

12. Until 1997 we were confortable with the status

quo. W& were in conplete control of our econony and we
could fornulate tax policies and incentives for

i nvestnments to benefit fromcapital flows from outside
whi e mai ntai ning the conpetitiveness of the conmodities



and products we produce. W saw no necessity for a
change in our system Even the econom c disparities
between the different races in Ml aysia were being
tackl ed effectively through our own affirmative action
progr am

13. Free trade had al ways been the war cry of the
Europeans. In the 19th century they used threats and
force of arns to open up the countries of East Asia for
trade. They objected strongly when they were not

allowed to use opiumto pay for the goods of Asian
countries. They set up fortified trading stations in
many of the countries of East Asia. Wth superior arns
they began to infiltrate the hinterlands to secure their
supply of local products. In the end they occupi ed and
col oni sed many of the countries they were trading wth.

14. Japan had its share. The bl ack ships forced Japan
to abandon its isolationist policy. The Portuguese
established their trading stations in Nagasaki and
forthwith began converting the Japanese to Christianity.

15. Al these were done in the nanme of free trade. How
it could be called free trade when force of arms were
used and partner countries were occupi ed and col oni sed
is difficult to understand. But today we are again
assail ed by the same demand for free trade.

16. Some countries are subjected to sanctions, i.e.

they were not allowed to trade freely unless they accept
the ternms and conditions proposed for them If they
have to accept then can it be said that their trade is
free? Trade under termnms inposed by the traders surely
cannot be free trade.

17. But other countries are al so being subjected to al
ki nds of conditions if they wish to trade. The World
Trade Organisation (WO has been set up in order to
ensure rul e-based trading. But nore than that the

adm ni stration and practice of business within the
country rnmust be made to conformto certain systens set
by the powerful countries through the WO

18. Trenendous pressure i s brought to bear on these
countries to conform Institutions including the nedia
controlled by the rich and the powerful exam ne and

i nvestigate every aspect of a country's adm nistration,
including its politics in order to enforce conformty.
These institutions publish their findings which often
af fect adversely the econonmy and politics of the
countries concerned. In this way the countries are
forced to conformor nore correctly, to obey. Yet no
matter how they try to conformthey are invariably found
wanting. They can do nothing right.

19. The gunboats have di sappeared but the econom c and
political pressures exerted are no |less threatening, no



| ess effective. An arny of occupation cannot col onise
nore effectively than the econonic and political arm
twi sting used by the Western countries.

20. Wtness the operation of the free market in
currencies. Upon allowing the currencies to be fl oated,
the so-called free traders traded not in goods but in
currencies. The currency of a country is treated as a
commodi ty which is not only bought and sold but is
specul ated in. From specul ati on the traders graduated
to mani pul ati on, selling huge quantities of currencies
in order to force down its value and then buying at the
depressed prices in order to deliver to their buyers.
Short selling has been taken to the ultimte |evel.

21. It is fine if they trade in physical currency. But
no real currency is involved. They sell currency they
do not have, huge suns of these currencies, to buyers
who are nenbers of their own circle of traders. The
buyers in turn sell these fictitious currency to others.
VWhen the price of the currencies is depressed enough

t hey woul d go through the notion of buying and
delivering to their earlier buyers. And they woul d nake
huge profits and beconme hugely rich. Their banks woul d
be hol di ng huge suns of their noney, not physically of
course, but nerely in figures credited to their
accounts.

22. The trade in currency is very many tines bigger
than total world trade. The profits are equally huge.
Thi s huge sunms must be lent out or the banks woul d not
be able to pay out the interests. And so we hear of
huge corporations bei ng bought and sold with
unbel i evabl e anmounts of noney. Still there is a |ot of
nmoney sl oshing around in the vaults of the banks, or so
we are told. One hedge fund was able to borrow nore
than one trillion dollars, sonething no Government in
the world has done. Its operation was so big that when
it failed it threatened to destroy the financi al
standing of a very rich country and the world even.

23. But what is of concern to the small countries is
that the free trade in currencies could destroy their
econom es overni ght. Suddenly countries which were
doi ng well, which were regarded as tiger econoni es;
suddenly they becane insolvent. The "international"”
institutions then noved in to advise and to offer to
| end noney to pay off foreign debts.

24. The advice they give would only worsen the
situation. And if their noney is borrowed then economc
col oni sation by them woul d begin. They woul d determ ne
not just how the finances of the country should be
managed, but they would al so insist on inposing their
political creed. The noney borrowed is not disbursed
unl ess certain "reforns” are carried out. But even if
the nmoney is given it is to be used to pay debts to



foreign banks. In effect the country is just changi ng
the creditors, becom ng borrowers of the internationa
institutions instead of the foreign banks. The burden
of debts remains, sonetinmes permanently.

25. In the nmeantine every aspect of the adm nistration
of the country is put under the control of the
international institutions, which in effect neans being
controlled by the rich countries which control the
institutions. It means col onisation and nothing |ess.
As before when gunshi ps were used to open up countries
for trade, now the international institutions are used
to open up the countries for the so-called "free trade"

26. Once the countries are opened up the big
corporations and banks would nove in. WII there be
fair conpetition between the enornmpus foreign banks and
corporations and the tiny | ocal banks and compani es? O
course not. The locals will be swall owed up, one way or
anot her.

27. The Governnent will not be in a position to control
the big foreign banks and corporations. In any case
they will claimthat free trade neans no Government

i nterference. They should be allowed to do anything
they like in the interest of their profits. The soci al
probl enms of the country are not their concern

28. During the col onial days there was no concern for
the social problens of the colonies. To facilitate
exploitation of the wealth of the col oni es, huge nunbers
of foreign workers from other col onies were brought in.
The denography was changed. Wen the col oni es becane

i ndependent they were saddled with the problemof multi-
racial and multi-religious popul ati on, whose economi c
devel opnent were different. Calmy and coolly the ex-
col oni st woul d condemm the newl y independent countries
for not being fair to the foreigners they had brought
in. They easily forget that they were not fair to these
peopl e before.

29. The foreign corporations will do the sane. They
woul d want free entry of their enpl oyees from wherever.
They would claimthat the locals are inconpetent or
there are not enough of them There would be other
things that they would do in the interest of nore
profits which would ignore the problens that the
countries will face, problens, when caused by their own
peopl e bei ng unenpl oyed or enployed in | ower pay jobs
while foreigners lord it over them earning handsone
pay.

30. W are all for globalisation. But globalisation

should not be in the interest of the rich free traders
only. It should take into consideration the interest of
the countries as well. It should not create social and
political problenms for the host country. Unfortunately



at the nonent the interest of the small countries are
not being given due consideration by the WIO and ot her
fora.

31. Japan has been having a bad tinme for nore than a
decade now. The peopl e who are | ooki ng East are not
getting any gui dance from Japan. It seens that Japan is
somehow unable to pull itself out of the economc
quagmre that it is in.

32. Many peopl e have advi sed Japan on what it should
do. And Japan had tried many of the ways suggested
wi t hout any results.

33. As a foreigner froma small country, it is not for
me to tell Japan what it should do in order to again
become a nodel for us. But with apologies, | would like
to put in nmy penny worth of comments.

34. No one can dispute that Japan achieved a mracle
when it rebuilt itself after the war. Howdid it do it?
It did it by not being advised by other people. It did
it inits owm way. The only advice it accepted was to
produce high quality goods, goods of world standards, so
as to be accepted by the world markets. The rest was
entirely Japanese.

35. Japan had al ways favoured big corporations. The

zai batsu were dismantled by the victors but the broken
pi eces grew i nto new zai batsu's. Mtsushita, Toshi ba,
Mtsui, Mtsubishi, Htachi etc all grew again to becone
huge corporations. New ones |ike Sony al so becane big.

36. These Japanese corporations had their own banks.

Per haps they borrowed nore noney than the banks had.

But when the American banks | ent hundreds of billions of
dollars to the hedge funds |like LTCM did they actually
have t he noney. W doubt these banks have the huge suns
that they lent for the acquisition of the huge
corporations by other corporations. W doubt they can
pay back, certainly not fromthe profits. To pay back

t hey have to boost the share prices and sell them W
doubt they can pay back now with the share prices so
depressed. United Airlines, Sabena, Sw ssair are good
illustrations.

37. So it was not unusual for the banks to | end nore
nmoney than they had for the expansion of Japanese
conpani es. In any case the stock market was bullish and
t he val ue of the Japanese conpani es was hi gh. The banks
felt secure because the collaterals they held were
adequate, and they were |l ending to conpanies which were
worth nmore and nore all the time because their shares
were appreciating to astronom cal heights. The
conpani es were certainly better propositions than the
hedge funds whose val ue is not known, and as we have
seen can suddenly be worth nothing. The Japanese



conpani es coul d have gone on expandi ng. But Japan
decided to Westernise its business practices.

38. Japan has been censured for the cl ose cooperation
bet ween t he governnent and the corporations. Japan

I ncorporated was regarded as sone kind of cronyism

i nvol ving the governnent and the private sector

Mal aysi a sees nothing wong in the close coll aboration
bet ween governnent and the private sector. The
government should help the private sector to succeed
because a | arge chunk of the profits nmade by the private
sector belongs to the government. In hel ping the
private sector the governnment is actually hel pi ng
itself. This happens in the Wst al so. When LTCM
failed, the governnment noved in to bail it out. W in
Mal aysia believe that it is right for the government to
hel p the private sector, not to cheat of course, but to
overcone bureaucratic bottlenecks which often result in
unnecessary | osses by the businesses.

39. Japanese businesses believe in life-tine
enploynment. It is a social obligation that relieves the
governnment and therefore the public fromhaving to bear
t he burden of unenpl oynent and ol d-age care. In the
West the first thing that businesses do when faced with
downturns is to lay-off workers. The workers then go to
t he governnment to coll ect unenpl oyment benefits. In
some countries the benefits are so good that workers
prefer not to work. The unenpl oynment rates in Europe
and America are usually high, and this is a burden on

t he wor ki ng public.

40. The Japanese have a different culture. \Wen they

are laid off they have such a feeling of shame that they
refuse to go back to their famlies. They prefer to put
up plastic huts in the cities and eke out a m serable
living there. It is shaneful that in a wealthy country
there should be so nany poor people. The Japanese
corporations should go back to life-tine enpl oynment.

41. It is said that one of the reasons for Japan not
being able to recover is because the Japanese public
refuses to spend noney. Even when the savings earn them
not hing, even if their currency woul d depreciate they
woul d still not spend. | find this difficult to

believe. In Ml aysia we increased the GDP by paying
bonus to governnent servants and controlling the prices,
especi al ly near festive seasons and the people fl ocked
to shoppi ng conpl exes. The Japanese peopl e cannot be so
different that they would keep their noney if prices are
reduced and there is a possibility that the Yen would
be deval ued radically.

42. W understand the desire of the Japanese to

Westernise its system But when systens are suddenly
changed, even if it is for the better, there will be
severe disruptions. It is far better to stick to the



system whi ch worked. And the Japanese system had wor ked
very well for the Japanese. It enabl ed Japan to recover
rapidly fromthe destruction wought by the war and it
made Japan the second nost powerful econony in the
world. It may not be the Western way but it cannot be
all wong if it can achieve so much. If you mnust

change, then change slowy to avoid too nuch

di srupti ons.

43. Asians are | ooking East at Japan. Yes we can |learn
fromyour m stake, but we would rather learn from your
success. The Japanese people as a whol e nust wake up
and appreciate that the disaster that you face now is of
your own maki ng. Just as your post-war recovery was

t hrough your own way, you can recover now by your own
way.

44. Changi ng governnent every two years is not the best
way of managing a recovery. It is not even the best way
i n managi ng a normal situation. A governnment needs tine
to understand the problem to plan and to execute the
plan. In tw years no planning can be done, certainly

t he plans cannot be properly executed, the m stakes
corrected and success achi eved.

45. | amnot trying to advise you. But these are
critical times. G obalisation need to be handl ed
properly. So far there is little input fromthe East
Asian Countries. If there is, the world does not take
heed. The East Asians are not working together. They
need to work together and they need | eadership.

46. And the challenge for Japan is to take on the

| eadership role. Japan has the size, the wealth and
worl d class technologies. Mlitary mght is stil

i nportant but today's war is nmore econonic than
mlitary. Japan has shown how it could resurrect itself
after the nost devastating war ever. It was a feat that
reflects the character of the Japanese peopl e.
Prosperity has no doubt sapped sone of this character,
but not conpletely.

47. East Asia and indeed the world needs Japan, its
dynami smand its single mnded dedication. Today's
world is in shanbl es. The abuses of the free trading
system the unlimted greed of a considerabl e nunber of
specul ators, the funbling and i nconpetence in the
handl i ng of problens has resulted in the world | osing
its way.

48. W live in an age of fear, we are afraid of
terrorists and being frightened, we react blindly. W
try to fight terrorists as if we are fighting a
conventional war. W erect barriers around us, we

i nvent new security neasures, we break our own codes of
behavi or, we do not respect borders, we assassi nate and
ki dnap, we detain our enemies without trial and put them



to death. We are getting nore and nore angry and in our
anger we have becone irrational. W are back in the
stone age when mght is right.

49. W need to do business. W have all these great

t echnol ogi es which pronmise to enrich the world but we
are not able to exploit them W urge our people not to
travel, not to fly, not to go to this country and that
country. Wat is the good of free trade if we cannot
travel the world to do business. How | ong can we
sustain the travel advisories? History has shown t hat
terrorismnever dies, at |east not until the causes of
terrorismare elinmnated. The exploitation of the

wor kers and the serfs |l ead to bonbi ngs and

assassi nations. Suppression of the col onial peoples
resulted in terror attacks and randomkillings. The
French, Russian revolution and the struggles for

i ndependence had nore than their quota of terrorism
Only when the causes were renedi ed was terrorism
stopped. People struggling for their rights cannot be
expected to be rational, to follow the conventions of
war .

50. The capitalist countries escaped the horrors of
revol uti ons before because very quickly they noved to
acconmodate, to curb their own excesses, to grant the
wor kers their rights.

51. Today it is not a class struggle. It is
nevert hel ess the struggle of the oppressed against their
oppressors. Mdre oppression is not going to stop the
struggle. Terrorists are not representatives of
countries which can be defeated and the war ended.
Terrorists can be anywhere, even in our own backyard.
It took but one person to hold a whole city in a state
of terror. An arny threatening a city can be attacked
and defeated. But one nman cannot be attacked in the
same way. Yes, eventually he was captured. But |ike
sui ci de bonbers, there can be others.

52. The world has truly lost its way. The anger of the
terrorist is there and will remain there. But we can
control our anger, we can be rational. Only rationality
can win us the battle against the terrorists.

53. Japan is not the target. It need not be filled
with anger. It can help bring the world back to its
senses. It can help revive the world' s econony. It can
do many things if it decides not to follow but to |ead.
This then is the challenge for Japan in a gl obalised
world, to lead and not to be | ead.
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