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KUALA LUMPUR: When the Mal aysi an econony was severely hit during the
East Asian economic crisis in 1997, there was hardly any country or
organisation willing to |l end a hel pi ng hand.

VWil e sone international |ending agencies inposed stringent conditions
before they woul d render help, others refused to even | ook at Ml aysi a.

The battering the Mal aysi an econony received, resulted in the stalling
of many soci o- economni ¢ devel opnment proj ects.

However, a ray of hope appeared in the horizons when Ml aysia's
pronoti on of the Look East Policy, which cane into being in 1982 a year
after Dr Mahathir Mhanmad took office as the Prime Mnister, put paidto
all the effort expanded in this direction. The policy anpong others calls
for the enmulation of the work ethics and managenent practices of the
Japanese.

A FRIEND I N NEED

The Japanese governnent |ent a hel pi ng hand when Mal aysi a needed it
nost .

Si nce 1998, Japan has given US$5.7 billion (RM1.66 billion) in
financi al assistance to help in the recovery of the Ml aysi an econony.

G ven under very concessional ternms and conditions, the Oficial
Devel opnent Assi stance (CODA) | oans hel ped cover the cost of devel opnent of
several infrastructure and human resources devel opnent projects which
ot herwi se may have been stall ed.

Mal aysi a had not requested for ODA | oans from Japan prior to that
(since 1994) because the country was doing well economically then.

Mal aysi a had enjoyed a boomin direct investnent and had achi eved
conti nuous high growth rates averagi ng ei ght percent per year prior to the
crisis.

The governnent, which had left infrastructure i nprovenment to the
private sector to limt public expenditure, had al so nanaged to maintain a
budget surplus over a five-year period beginning in 1993.

It had al so prudently restricted public borrow ngs fromforeign sources
to m nim se exchange ri sks.

However, when the econom c crisis triggered by currency speculators hit
the country, Malaysia turned to Japan for help in 1998.

Japan pl aced great inportance to supporting the self-help efforts of
devel opi ng countries |ike Mal aysia toward an econom c take-off, the
Econom ¢ Section Head and First Secretary in the Japanese Embassy here,
Toru Maeda, told journalists during a recent nedia study tour of severa
ODA projects here and in Sabah and Sar awak.

PCsSI TI VE RESPONSE

So, Japan, which had announced the New M yazawa Initiative (NM) to
actively support the Asian countries affected by the econonic crisis,
responded positively to the request.

Under the NM, a US$30 billion (RML14 billion) financial support schemne
was established to aid the Asian countries affected by the crisis. The
schermre conprised US$15 billion (RVb7 billion) in ODA | oans and the
Export -1 nport Bank of Japan finance for financial support in the
nmediumto-long-term and the renmai ning US$15 billion for econonic reform
short-termcapital needs.



In Decenber 1998, at the Japan-Asean Sunmmit Meeting, Japanese Prine
M ni st er Kei zo Cbuchi promised Dr Mahathir seven ODA | oans anounting to 117
billion yen (RM4. 178 billion), an amount which was | arger than any previous
package.

VWHERE THE LOANS GO TO

Japan Bank for International Cooperation chief representative in
Mal aysi a, Takayuki QOgai, said the seven ODA | oans targetted human resource
devel opnent, infrastructure devel opnent which contribute to environnental
i nprovenent, and support for small and nediumscal e i ndustries.

The human resource devel opnent projects are a 14.026-billion yen
(RVb00.92 million) loan for a Look East Policy schol arship programe; a
9.737-billion yen (RMB47.75 mllion) loan for the Beris Dam Project at the
Muda River in Kedah to supply water to Penang; a 18,549-billion yen
(RM662.46 million) loan for the Universiti Ml aysia Sarawak devel opnent
project; a 5,285-billion yen (RML88.75 mllion) |oan for the Higher
Educati on Loan Fund (Help) 2 project, and a 1,093-billion yen (RVB9. 03
mllion) |loan for the Pahang- Sel angor Raw WAater Transfer Project.

The Tuanku Jaafar Power Station project in Port Dickson, which received
a 49.087 billion yen (RML, 753 million) loan, is categorised as an
i nfrastructure devel opnent project which contributes to environnental
i mprovenent. The project involves replacing the existing environnental ly
probl emati c power generation plant with a conbi ned-cycl e generation plant.

The repl acenent will reduce the power station's environnental inpact,
rai se power generation efficiency and make the system nore stabl e.

The last is a 16.296-billion yen loan for the fund for small and nedi um
scal e i ndustri es.

SYMBI OTl C RELATI ONSHI PS

Wiy is Japan assisting Mal aysia so nuch when others were at best
cautious?

"(It is) because the Japanese government thinks Malaysia is a very
i mportant country in ternms econonm ¢ and social aspects,” Maeda said.

He expl ai ned that there were nmany Japanese conpani es operating in
Mal aysi a and Japan's foreign i nvestment here also had a big inpact.

Todate, there are about 1,400 Japanese affliated conpani es operating in
Mal aysia and 800 of themare in manufacturing with 340 of themin
el ectronic and electrical industries. Last year, Japan was al so the second
| argest investor here after the US with 100 direct approved projects worth
approximately RML billion

Maeda said ODA | oans gave priority to assisting basic infrastructure
i nprovenment which is a prerequisite to soci o-econoni c devel opnment.

Usual |y, basic infrastructure projects |ike water and power supply,
severage, roads and bridges or hunman resource devel opnent are not very
profitable in the short termand so the private sector coul dn't support
them he said.

"So governnent | oans such as the ODA with very concessional terns and
conditions are necessary (to devel op these projects)," he added.

Maeda al so pointed out that the funds for the ODA cane fromthe
Japanese tax payers and from postal savings funds.

"The ODA | oans are used for the people of devel opi ng countries because
the rel ati onshi p between t he peopl e of Japan and the devel opi ng countries
is very inportant for the future," he said.

The governnent of Japan, he also said, is in the final stages of
negoti ations for a new package of | oans under the ODA and he hoped it will
be finalised this nonth.



NEW LOAN PACKAGE

Sources said the new | oans anmounting to US$1.1 billion (RVA. 18 billion)

are for three projects -- the second phase of the Tuanku Jaafar Power
Station Rehabilitation Project in Port Dickson, the Kenyir Hydro-Electric
Power plant expansion project in Terengganu and the national sewerage
treatnent plant project.
Mal aysia, the sixth largest recipient of ODA |oans, first started
receiving the loans in 1969 and has been provided 16 packages so far.
The I oans were mainly for infrastructure inprovenent, especially for
the electricity and gas sector which took about half of the total |oans.
These projects too have played an inportant role in increasing the
inflow of foreign direct investnment which has contributed to the nation's
remar kabl e growt h. -- Bernama
DSR KGO



	MALAYSIA'S DEVELOPMENT: THE EASTERN CONNECTION (Bernama 22/05/2000)

