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THE Malaysian economy will 
march to another creditable pet- 
formance this year despite the ex- 
pected slowdown in world trade 
and growth, Prime Minister Da- 
tuk Seri Dr Mahathir Mohamad 
said 

surge in investment interest. In 
the first nine months of last year, 
the Malaysian Industrial Deve- 
lopment Authority approved pro- 
jects worth more than $21 billion. 
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On wage pressures, the Prime sources. He ruled out excessive 
borrowing to finance infrastruc- 
ture as this will land the Gov-, 
ernment in a tight financial situa- 
tion later on. 

“Having managed the initial 
disruption of the Gulf crisis, 
Malaysia can now enjoy the yield 
from better prices for crude. 
More importantly, domestic 
sources for growth, particularly 
private investment outlays and 
consumption spending, have been 
expanding strongly since 1988 
and should have enough built-in 
momentum to carry the economy. 
through the next one to two 
years,” he said. 

The Prime Minister painted 
this upbeat forecast for the year 
when opening a programme on 
Project Appraisal and Risk Ana- 
lysis Management for Bankers in 
Banei vesterdav. The high-level 
programme was attendedby top 

5 bankers from Asean, among 
others. 

Ile said the favourable outlook 
for Malaysia in the immediate 
term is backed by the sustained 

Equally encouraging were the 
indicators on consumer spending, 
which continued to register 
strong double-digit growth. 

But the surge in domestic econ- 
omic activity and continuing fa- 
vourable economic expectations 
have inevitably given rise to 
some areas of concern. Datuk 
Seri Dr Mahathir outlined the 
threeareasofconcernasthefear 
of inflation, labour shortages and 
wage pressures, and infrastruc- 
ture constraints. 

The build-up of inflationary ex- 
pectations, if left unchecked, can 
become self-fulfilling, he said. 

“As a government, we have be- 
gun to use fiscal measures to ease 
the situation. But in the final ana- 
lysis, what we need to do is to be 
more productive if we want to 
consume more. That is really the 
only way to combat inflation - 
higher production with higher 
productivity.” 

Minister said increases in wages 
are not bad for the economy as 
they promote greater consumer 
spending and generally contri- 
bute to wealth creation. But wage 
increases without commensurate 
or improved productivity will al- 
most certainly result in a wage- 
price spiral in which the in- 
creases in wages become 
meaningless. 

“Workers and management 
must always bear this in mind. 
Inflation as a reason for wage in- 
creases is suicidal but wa e in- 
creases because of increee in 
productivity should not be resist- 
ed by management.” 

The third area of concern in- 
volves infrastructure constraints 
as a result of the increasing de- 
mands of a rapidly growing econ- 
omy. The Prime Minister said in 
some of the more densely popu- 
lated industrial areas, such as the 
Klang Valley, infrastructural 
constraints have become more vi- 
sible. 

To cope, the Government will 
need more funds than can be ex- 
pected from the usual revenue 

Thus, to overcome the financial 
constraint and yet provide the re- 
quired infrastructure on time, the 
Government plans to use privati- 
zation “to the maximum”. In this 
way, government money will be 
spent only on infrastructure that 
provides no commercial poten- 
tial, such as rural roads, schools 
and clinics. On the converse, in- 
dustrial estates, ports, airports, 
toll ways, etc, will be built and 
operated by private enterprise 
and will be paid for lar/:ely by 
those who use them directly. 

“We do not see why a car owner 
in a remote small town should 
pay for highways and city by- 
passes which he will hardly ever 
use. If the financing of such in- 
frastructure is by public funds, 
for example, through higher pe- 
trol tax, the small town car owner 
will share the burden equally 
without equally sharing the bene- 
fits,” he said. 
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