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‘*, PM: Creative enterprises need

By K.H. Lim

‘I’hiS  \VOUld ;tlSO Ill~illl
that bnnkrrs  should take
projwt fwsibilit!: Bs suffi-
cient grounds for them to
c o m m i t  their hanks and
where the longer-term inter-
est of the bank should over-
ride short-tcrin  gains.

Dr Mahathir was speak-
ing at ttw opening of the
5 e r 0 n tl c’ se c u t i v e p r 0
grammr  on project apprais-
al and risk anillysis manngc-
mcnt nt Rank Ncgara  here
lvhich was organisetl by th(>
Harvard Uuh of Malaysia,
Institute of I~ankcrs (Malay-
sia) and tht,  Harvard Insti-
tu te  fJf Internatloll;ll  I)C~VP-
olmwnt.

“I call U~JOII  all banker\  to
bc, more supIJorti\~c~ of Jnno-
vators  in the tjumwss  field
\vlicii :JlJpr;risln;:  thc,li,  jlro
IPC~S.  particularly  f r o m
those  eiitr~pi,c,llour‘s  w i t h
the vision. tiylianilsm  and
fighting spirit to follow
through with their amhi-
tions and dreams.”  hc mid.

He added  that ~llttlou~tl
h a n k e r s .  ~5 cwstotlians of
IJuhlic  fllnds, ww  ~sljcctcd

,to hv .:onwrvativc.  there
wet-(’ tlm(ks  ahcn  thrq
should he mow xtvcn~ur-

L ous.
Hc said they s h o u l d  bc

more forthcoming with I’cn-
ture capital or “seed mon-

ey” for selected projects
that badly needed and de-
served financial assistance.

“In short, I would like to
call on hanks to practise in-
novative banking to support
10~x1 entrepreneurship.

“I am sure this can be
clonc~ without undue sacri-
fice of traditional banking
prudence.

“At the same time, of
course. bankers need to al-
ways maintain the highest
sense  of honesty and integ-
rity in all their endeavours.

“The taking of calculated
risks and prudence are not
incompatible.”

On the economy, Dr Ma-
hathir said he was worried
over the spending habits of
Malaysians who were earn-
ing more hut they were also
spending too much and not
saving enough.

Expressing “ u r g e n t  c o n -
tern” over the declining
trend in the national sav-
ings rate, he said it had de-
clined to under 30 per cent
of the Gross National Prod-
uct (GNP) in 1990 from a
high of 33.6 per cent in 1987.

Par 1991, it was expected
to have declined further to
a b o u t  28 per cxlnt  of  the
GNP.

This decline ,was reflected
largely in the boom in con-
sumer spending, triggered
‘1~ rapid real growth and
Improved  incomfls.

He said privatcl consumer
sptmding  had been expand-
ing at nearly I.5 per cent in
KU] krltlb  (J’-  W ih(! thrN!
yc5rr.s  i!ritling  iii 1990.

“Although thcrr appeared
to tje smne moderation i n
consumer spending las t
year. the current rate is still
well beyond the historical
norm of six to seven per cent
per annum.

“Changes in Government
pensmn  schemes will also
affect savings as Govern-
ment employees will be eli-
gible to go on pensionable
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PM: Spending habit
comes W$&QY credit
schemes seven years earlier
than before.

“Clearly, higher con -
sumption cannot continue
indefinitely.

“While I have nothing
against people enjoying a
good thing while it lasts, I
think it is vital for our eco-
nomic sanit that we save.

“Above a 1, we must notY
spend beyond our means.”

On credit cards, he said
although credit card spend-
ing was only a minute pro-
portion of total loans ex-
tended, the habit was
catching.

He cautioned that once so-
ciety got used to “easybred-
it”, the tendency to spend
beyond one’s means would
become a habit.

Cc&&bfiing  this habit,
once it had become sizeable,
would be disruptive and
could affect the livelihood of
a considerable section of the
community.

The recent squeeze on
credit by Bank Negara had
affected many traders ad-
versely, he added.

On inflation, he said it
had gone up from a low of
0.4 per cent in 1985 to just
over three per cent in 1999.
Latest data showed the Con-
sumer Price Index (CPI) had
increased further to 4.4 per
cent in the first 10 months of
1991.

This latest round of price
increases was the result of
increased consumer spend-
ing, coupled with record lev-
els of private investment

outlay, he said, adding that
it was clearly putting a
strain on Malaysia’s limited
resources.

To ease the situation, he
said,, the Government had
put m place a contraction-
ary monetary package to
discourage conspicuous
consumption and to pro-
mote savings.

“Bank Negara’s actions to
restrict the growth of bank
liquidity and the tightening
of access to consumer credit
will go a long way towards
moderating consumption
and growth in the country.”

He added that efforts to
expand the nation’s infra-
structure would be intensi-
fied during the Sixth Malay-
sia Plan period to overcome
supply bottlenecks and pre-
vent rising costs.
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