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TI ME

Saya mengucapkan ber banyak terima kasi h kepada Ahl

Jawat ankuasa Penganj ur Majlis Makan Mal am Tahunan Ber sama
Per sat uan Bank dan Institusi-institusi Kewangan Ml aysi a,
kerana sudi nenjenput saya dan isteri saya ke Majlis Makan
Mal am i ni .

2. Once again, | nust thank you for this privilege to
address the nation's |eading bankers and financiers. | find
this annual venue a useful forumto review our progress in
the past year, and to express sone |ayman's observations on
how t he finances of the country should be managed in the
com ng year. Sone of you may recall that last year, | said
that the major industrial countries have inflicted upon

t hensel ves a stubborn recession, a high rate of unenpl oynment
and a weak external paynments position. Although there have
been sone encouragi ng signs of recovery, nuch of the signals
have emanated fromthe United States. Mst of Europe is
still stewing inits own juices. Even in the United States,
there still remains doubts on the sustainability of the
recovery process in the face of renewed increases in
interest rates and weak capital investnent. Mreover,
uncertainties on the outconme of the international debt
crisis threatens the very foundations of the Anerican
banki ng system Because of the continuing high rea

interest rates in the United States, which has soaked up
capital and drai ned noney from Europe, and even the
devel opi ng countries to Anerica, the recovery of the |argest
econony in the world is at best, fragile. And between
protectionismand the unwillingness of Americans to travel
abroad, the enhanced value of the dollar is not doing anyone
much good. World trade declined in 1982 for the first tine
since 1975 and is expected to grow by only one per cent in
1983. As | said |last year, we in Mlaysia, which has one of
the nost open economies in the world, will have to continue
to brace our selves for a tough economic battle. But we

will be able to cope and even inprove our position.

3. Indications are that the econony will performbetter
this year. W have hit bottomand if we don't remain
static, the only direction we can nove is up. On the
domestic front, construction activity remai ns bouyant.

Pet r ol eum production is up and LNG exports are on schedul e.
Sentiment in the manufacturing sector has turned for the



better. | gather that our manufacturers are expecting a
much better year with good prospects for export grow h.
Commodity prices have recovered reasonably well and

i ndications are that the international terns of trade is
likely to nove nodestly in our favour for the first tine
since 1979. This index had fallen by 20 per cent between
1979 and 1982. Exports are now expected to increase by 12
per cent this year, after a 4 per cent gain in 1982. The
overal | external paynents position should inprove. Barring
unf oreseen devel opnents between now and the end of the year
growmh in GDP should be in the region of 5 -6 per cent in
1983 as a whole. It was 4.8 per cent in 1982. Things are

| ooki ng up. But we rnmust remain vigilant. The key to our
success continues to lie in maintaining a high rate of

savi ngs, prudent managenent of the Governnment's finances,
borrowing only to invest in projects to raise productive
capacity, especially for exports, and restoring externa
equi i brium

Ladi es and CGentl enen,

4. In the last few years, we have gone through a

remar kabl e phase of devel opnment, in which the public sector
has expanded rapidly through deternmined efforts to neet the
obj ectives of the New Economic Policy and inprove the

wel | -being of all Malaysians. G ven the uncertain

i nternational environnment, it is nowtinely for us to
consol idate our gains and to restructure our econony so that
we will not be so dependent upon the vagaries of the

i nternational business cycle. The international econony is
beyond our control. But, the destiny of our econony lies
largely with us. It was in the Iight of this perspective
that we have | aunched the campaign to maintain a clean
trustworthy and efficient admnistration, in order to
instill confidence and raise econonic productivity. W have
al so pronoted the concepts of "Mal aysia Incorporated” and
"Privatisation"” as further steps towards greater
co-operation between the public and private sectors, again
aimed at greater efficiency and productivity. Al though much
m sunder st ood, the concept of Mal aysia |Incorporated

basi cally neans that the public and private sectors shoul d
work to conpl ement and suppl enent each other's efforts for
t he national good. Privatisation on the other hand neans a
transfer of some of the functions of Governnent,
particularly the services and public utilities to the
private sector. This process will of necessity take tine.
VWile | recognise that a continuing public-private sector

di al ogue i s always useful, we cannot afford to dilly-dally.
That is where you the bankers and financiers cone in. |
woul d wel cone, therefore, your ideas on how the process of
privatisation can be accelerated and facilitated. The tine
has come when bankers can no | onger afford to sit on the
sidelines and wait for opportunities to cone knocki ng at
their doors. | believe that, with skilful direction and
sound risk taking, the banks and ot her financi al
institutions can make a hel pful contribution to our process
of privatisation.



5. For too many years now, the public sector has been the
major initiator of projects and facilities in support of
econom ¢ growth. The concept of Governnent as a provider

and the inherent bureaucratic nature of CGovernnent
invariably results in Governnent enterprises and facilities
becomi ng a drain on the public purse. In the neantine
capital demands for facilities has increased by | eaps and
bounds. Thus a new system of tel ephone exchange requires

ten thousand million ringgits where once only $500,000/- was
needed. Clearly the idea of Governnment subsidi sed services
cannot go on forever. Either we do without the inproved
services, in which case growth will be retarded, or we pay
for them As Governnent is quite incapable of separating

wel fare from comercial practices, the time has cone for the
private sector to step in and play a greater role.

6. It is assunmed that the private sector will be nore
efficient than the Government. But we all know that it is
not necessarily so, particularly in Ml aysia. The Ml aysi an
private sector is timd and expects to be nothered by the
Governnment. They are al ways denmandi ng protection of one
kind or another. While it is true that in many instances

t hey need protection, such protection cannot be given
forever.

7. Too much nolly-coddling is deleterious. It will not
contribute to robust growh and to efficiency. Protection
has resulted in Ml aysian enterprises being able to survive
only at home. Abroad, where Government protection is not
avai l abl e, they will perish. Thus Ml aysi an products, other
than the primary conmodities, are seldom conpetitive abroad.
We sel dom notice this because our confortable earnings from
the conmmodities give us sufficient foreign exchange to
purchase all the capital and consuner goods that we | ove.

It is only when the commodity markets col |l apse that the

i nportance of exports, particularly the export of

manuf actured products, is realised. O course manufactured
goods too are affected by econom c depressions. But they
can be nore easily diversified than conmodities, and new
products to neet new situations are nuch nore |ikely.

8. In the years ahead, we need to strengthen and broaden
our econom c base to insulate us better from gl oba
instability. We need to revitalise agriculture, pronote
food production, expand the range of industrial activity,
especially in industries based on our abundant natura
resources, noderni se our construction nmethods, expand the
service industries, and consolidate the activities of
CGovernment in support of the national drive to industrial
maturity. Central to this growh strategy must be a

vi gorous programe to significantly raise exports, both of
goods as well as services.

9. In the gane of exports, Ml aysians are again timd and
prone to avoid risks. For ages we have produced comodities
for others to sell and make profits. W have seem ngly not



awaken to the fact that while we will |ose when the market

i s depressed, the agents, dealers, brokers and assorted
internediaries will continue to make nmoney. It is tine that
we get nore adventurous and sally forth into the wide world
to sell our goods ourselves. W nust do this not only with
rubber, tin, palmoil and other commodities but also with
the new products that we must manufacture. And we nust do
this on a scale that is neaningful in ternms of foreign
exchange earnings. There will be risks, there will be a | ot
of burnt fingers, but the fact is that unless we can make an
i npact, we will achieve nothing. | shudder to think of the
vol umre of rubber or tin that we will sell today if the

pi oneers had been timd people who stuck to small hol di ngs
or gravel mnes. There is a place in the donestic scene for
the small industries, but if we want to export, we will have
to be big. Let us not kid ourselves into believing that the
solution to our balance of paynent problemlies in the
Sungei Besi backyard foundaries.

Ladi es and CGentl enen,

10. As the country's bankers and financiers, | need not

rem nd you that you are the custodians of the nation's
savings, and that the responsibility for channelling
resources towards projects that raise the productive
capacity of the nation rests in your hands. Indeed, as the
econony recovers, the financing requirenment can be
substantial. The systemis funding capacity is not

unlimted. It is inperative that as far as possible

non- producti ve specul ative activities should not be
supported, nor shoul d conspi cuous consunpti on encour aged.
Scarce funds should be directed at building up productive
capacity, especially in the export industries. Equally

i nportant, small-scale enterprises, particularly those which
support the export industries, should have ready access to
bank credit on reasonable terns. Qur financial institutions
shoul d cultivate and nurture the grow h of these smal
enterprises. lronically, banks and many others have a
tendency to i nmpose even stricter criteria on |oans to smal
busi nesses than on the | arge | oans. Wrse, undue enphasis
continues to be placed on collateral and guarantees, instead
of the viability of projects. The tinme has conme for new
approaches to finance the small man, who often has no | and
and property; only sheer determ nation to better hinself.
Banks and other financial institutions would do well to

i ntroduce business start-up schenmes to assist them

i ncluding the provision of venture capital

11. To assist in the devel opnent of industries in
particul ar, the Government is considering the possibility of
permtting the comercial banks to invest, within prudent
limts, in the equity of industrial enterprises. This
proposal, if inplenented, will have far reaching
consequences on the role of banks in industrial devel oprment.
I am conscious, of course, that the banks shoul d assune a
nore definite role in acting as a catal yst to broaden the
nation's industrial base. But we need to examne this



proposal carefully before taking a decision on it. As you
all know, the nerchant banks have been allowed to invest in
the shares of new industrial enterprises since February
1982. Unfortunately, none of them have been active in this
area. This is a disappointnment. The intention was for them
to seek out new horizons in industrial devel opnent and
participate as venture capitalists, thereby bringing closer
the rel ati onship between the providers of funds and

i ndustry. If nothing else, such involvenent would keep the
bankers well and regularly informed of what is going on

G ven the continuing uncertain economnm c environnment, the

i mportance of nonitoring now seens greater than ever. As in
medi ci ne, early diagnosis and treatnment of incipient

probl ens can be of enornous help. | hope that when the
Governnment allows the banks to take up equity, they wll

t ake advantage of this policy. In the neantinme they should
be devel opi ng the necessary expertise.

12. To conclude, Ladies and Gentlenmen, there is undoubtedly
a need for continuing flexibility in our own banking system
and in being ready to nodify existing arrangenents, to
support the present task of restructuring the base of our
manuf acturing industries and to hel p devel op our
conpetitiveness in the world market. The conmodities have
hel ped us to survive, and even prosper, but the future lies
in the export of manufactured products, where we have the
nost in ternms of conparative advantage, that is resource --
based goods, where resources al so include human resource,
the nost vital resource of all.

13. Once again, | would like to thank all of you for
inviting me to this dinner and for the opportunity to
address this distingui shed gathering.

Thank you.
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