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ADDRESS BY THE HONOURABLE
THE PRIME MINISTER OF MALAYSIA
DATO SERI DR. MAHATHIR BIN MOHAMAD Gl/
AT THE E.M.F. FOUNDATION ROUND TABLE ON MALAYSIA
AT THE HILTON HOTEL, XUALA LUMPUR
ON MONDAY, 3RD. NOVEMBER, 1986
T ———
AT 2.30 P.M,

It gives me grezt plessure to welcome you to Mglaysia.
I would 1like to thark the E.M.F. Fourndztior for taking the
initistive to organise this second E.M.F. round tsble on

Melnayslz and to invite me to address it.

2. We =re :11 going through =2 very critical phazse in the
world economy, =nd if the general recession is to be taken
.8 gn 1ndiczator, we have to conclude that we s=re not
m:naging the economy right. The oil crisis has been left
for behind &nd we cannot keep on blaming it. Indeed during
the o0ill crisis the wor;d economy was not this bad. Europe
tnd Americs actuszlly benefitted from the massive inflow of
petro-dollars. We must conclude that the present recession
is not truly related to petroleum prices but more the result

of other fsctors.




2, What are the other factors? There szre many but an
ir:bility to hsndle the effects of new technology snd
chinging trasds pztterns must be among the most important.
Urzble to cops with these changes through fzir trade and
f~ir competition, some of the most powerful countries of the
world hsve rszssorted to economic politics. Pressure 1s
brought to bear on certain countries to 1limit export
volunterily or face quota restrictions. Nestional lsaws are
extended Dbeyond nationsal boundafies so &s to limit

comp&tition. Stockpiles azre used =2s economlc wespons or

=ven political wzgpons.

I, But when 211 these fzil, the vaslue of other countries'
netlional currencies sre forced up or down in order to
influence internationzl trade. This 1s done without regard
for the consequences to third countries. Exclusive clubs of
the rich determine international financlal policies careless
of the effect on the rest of the world. And so countries
like Mazlaysliz which huive slways besn very conservative when
beorrowing abrozd suddenly find thelr national debts zlmost

doubled.

5. But the pressure onrcertain countries to revalue have
h:d other effects. One of the mor= obvious effects is that
nztions can no longer control their own currencies. That
function has now shifted to the currency traders whose
interests znd priorities cre certainly not the same zs the

nttions whose currency they cause to fluctuate. Like sll



buginess peoprle their main concerr is profit and there 1s a

3]

let of profit to be made when currenciss change values.

6. With the kind of profits thzt cun be made from currency
trading, the trzde in goods zand services has been elbowed
aside. The problem 1s that currency trazding is artificial
bac=use demands znd supply are the results of manipulations
r=ther thar real needs. There is rezlly nothling materizl
thzt changes hands. Telephones znd telexss move billlons of
dollers between Tokyo, London and New York without any
regzrd for actuzl movements of goods or services. And of
course the little countrles cazn only suffer in silence. One
dsy they maoy owe 50 billion, the next day 60 billion znd if
lucky they mey have z nationsl debt of 40 billion

thzy

oy
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~a-1n on the third day. If some dealers suddenly declds to
urload 23 substantisl smount of z smgll country's currency,
it mgy filnd 1itself suddsenly poor whatever may be 1ts

finzneisl policies or economic plans.

7. The situantion is chaotic and anzrchic snd for z smzll
country, quite unmanzgeable. It 1is unmanageszble for bvig

countries too but they are strong enough to survive.

8. In Mzlzysls we don't believe in devslustion. But our
ringgit has been effectively devzlued becsuse of the snarchy
in ths world's monetary system. We cannot prevent the de

Tzcto devaluation of our currency but we zre going to try to

toke advantage of it. We want to use our lowered cost to



mzke 1t competitive in menufacturing snd the provision of
services. That 1s why we have been inviting investors to

come here,

9. At one time Malszysia had the field to itself where
foreign investments were concerned. Other countries did not
welcome foreigners. But now other countries hsave changed
their minds snd we have to compete with them for foreign
investments. We feel we still have many things going for us
but for some reasson or other we hsve been receiving bad
publicity lately. I would 1lke therefore to tell you

scmethlng sbout Mzlaysia.

1. Mslaysis 1s & multi-racial country. Cther countries
c:nt clsim tc be multi-raclal but generally the people of
aifferent r¢ci:1l origins are assimilated, speak one national
lorrugge and have one national culture. To be an American
¢clrizen the immigrant has to speak English and generally
.b3orb local culture. In Malaysia the different races do
10t have to speak the national language and they continue to
przctise their own cultures. If you can imagine the US with
407 Vietnsmese, 50% Caucasian znd 10% blzcks, all practising
thelr own cultures snd speaking their own languages, then
vou msy have some 1dea of the multi-rscial character of
¥Yzlaysla and the problems to be faced when sdministering it.
“nny countries in Europe snd America 2re not sble to deal

with even small doses of inassimilable people.



11. PBut Mslayslis sattained independence without racisl or
reilicious bloodshed snd has remzined politically stable and
v=s3ceful during its 30 years of independence (if we discount
the  limited race riots in 1969). This 1is no mean
wchievement., It speaks well of the peoples of Mglaysla and
their tolersznce. In other multi-religious snd multi-racial
countries bloodshed would characterize most elections. But
we have just hsd » general election recently when not a
sinmle drop of Dblcod was shed. A 1ot of people are
diezppointed that this should be so. They had predicted
dire consequences and results following the elections.
Agsin Malsysilsns have shown that they are rnot only democrats
but they are reasonable democrats as well. And where the
opnosition sre really favoured, they won. We don't have a
situztion where 99.9% of the seats are won by the Government

parties all with 99.9% majorities.

12. And all the while the economy boomed, with growth rates

of $7 per annum, If today we are not doing so well

economically it 1s not because we have lost the nack of

—

managing our multi-raclial country with 4its myriads of
S .

problems, but it 1s because outside forces have depressed

\

the prices of our commoditiIés, and plsyed havoec with our
T ——————

exchange rates. But we will overcome. We have mapped out a
N—

new strategy which will regain for us thes kind of economle

performance we sachleved before. We have a lot of things

going for us, not least of which is politicsl stability and



strong GCovermment which has the support of the vast

m:jority of the peoples of Malaysis.

13. The EMF's decision to hold its meeting bere 1s to us a
vote of confidance in this country. It is certainly an
exnpression of vour interest in the votentisls of Mzlaysia as
<1 investm~rnt centre. I don't think yours is zn academic
exp=dition dgsigned to educate yourself. Nevgrtheless it
cavs In business to know what kind of = plaée you are
putiing your money in. If you rely entirely on news reports
ycu ere golng to conclude that Mzlaysia is & dangerous place

oz
where the different rzces are constantly fightlng =ach

—

other, where rsligious extremism influences policies, where
'—-—_’—- P _‘-———\\..

corruption is rife asnd red-tape entangles everyone, where

Ee—

buresucrats are incompetent snd & host of other vices

N

nrevail.

14, But compare what you read with what you see when you

coms here,. Better still compare this country with other
\
countries that you know. Countries that =sre badly
\-\

edministered tend to show physical evidence of this failure.
Dilzpldated roazds, buildings, vehicles, public facilities,
etc. will in one way or another reflect the failures of an
edministration. But in Mslaysila, a developing country with
¢ per capita income one-fifth that of developed countries,
do you see these physical evidence of corruption,
instability, inefficiency, etc? I will not snswer this for

you. There will be szmple time for you to make honest



:ssessments of this country. Then I zm sure you will not

r:1y too much on what you resd about farawzy lands.

15, Malsysia is not & perfect country. We have the usual

auots of‘gvils that plague human societles and countrles zll

-

over the world. But this country works, <this country

- pmm——

functions, this country delivers. If w2 are not perfect it
 —

is because no country 1is perfect. Mzny developed countries

—_—

hgve policles worse than ours. Try and get & work permit,
#nn ¢xtension of stay, a2n import licence: try snd deal with
burc¢sucrats in some of these countries znd you will feel

like taking the first flight out. If Msleysia's practices

znd pollcies scem Iirksome it 1is because generally people

feel that bveggars cannot be choosers. (WG want foreign

involvement in our economy while =z i%t" of developed

countries do not care for foreign investments.\ So we cannot

-

be  permitted the kind of regulations &nd bureaucratic

obstruction that some countries seem to practilse

deliberately in order to discourage foreigners. We accept

this 1limitstlon on us but even beggars must have their

-

pittance.
—

16. We are not quite beggars. Ws don't ask something for

—

nothing. We do have & 1lot to offer. The Government

- - e e et
e

officisls and others will tell you at length what we offer

K

in exchange for investments in this country.
———
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Belng & democratic country Mzlaysias has the usual quota
T —
0o¢ mylcontents who will tell you that =11 1s not well with

this country. We =zre 1liberal snd they will ro doubt be

————

speeking to you in this forum :nd outsids. For the sske of

imprsssing, they have to exaggerate -rd suggest dark things.

Thi: more intsresting tsles will be told unofficlally
——

cutside.
Letdt. |

18, Malaysle is & couritry that 1s crazy about rumours. One
dev the country mzy be destroyed by these .rumours. But in
thne meantime Mzlaysilans generally enjoy spreading rumours.
It 1is good for speculztors in the stock market. They need
novem=2nt in ordsr to make money. And so you will hear
things 1like "the PM will resign on # certaein date" or “so
504 80 1s corrupt” or "the ringgit is sbout to be devalued”,

ate,

19. Nevermind that these rumours h:ve been proven wrong
repestedly. Everyone like to believe =nd pess them on. Of
course, some rumours are for fun. That they hurt the
subject of this fun is fun. If they hurt the country, it
doss not mattar. A Jjulcy pilece of gossip enlivens the

conversation.

2C. Corruption is & favourlte topic for gossip. It does

not métter thizt there is not & shred of evidence for these

willd &accusations which can drive zway foreign investors. It



is Jjust toc good & story to dismiss if someone whispers that

such and such a minister is corrupt.

21. Milristers and Prime Ministers from many countries have

come to Malaysia to lobby for contracts for their countriles'

private companies. Some even offer grants from their
Governmment . 1if & particular contract 1s glven to s
particular company. Indeed, some foreign contracts awarded

by Mizlaysiaza &sre based on these grents given to the
govermment. No one gccuses these HMinisters and Prime

FMinisters of corruption.

But a Malaysian Prime Minister or Minister has only to
nand a trade dslegation abroad to be accused of corruption.
The ztmosphere gets stifling for Government leaders trying
to promote the: country's economy. In the end they try to
avold businessmen. Then they will be sccused of belng aloof
and urhelpful. You are damned if you do snd you are damned

if you don't.

23. Certsin quarters bemoan the lack of press freedom and

—

mzaintains that rumours are necessary s the newspapers, they
claim, print only Government propaganda. These quarters are
not only quoted by the local press, but their views are
sought snd published on &ny and every issue. None of their
views &are supportive of the Government. Some even create
rzcial and economic problems. But they get publlished anyway
in this country where there 1is supposed to be no press

freedom. Only the most blatantly provocative and damaging



views attrasct the kind of punitive szction they say the

Covernmert doles out lavishly.

L zm sure you will ne meeting them. While they tell

VOU of the lsck of freedom, of opprsssion by the

Covermmert, of discrimination, I am sur«¢ you will notilce
'\________,’-
Tt they ssem guite free to give thsir views., We do have

l:ws Tor detsntion without triszl -- ¢ luw we inherited from
< British. But in z country of 15 million, th=sre are
out 30 peopls in detention -~ largely hard-core terrorists

znd their supporters who refuse to foreswzgr violsnce.

25. UWe hzve a multi-rscial socilety. W= see violence 1n
mary countriss with multl-raclal or multi-religious
rroblems. We don't think anycne has the right to f%fment
reclal fights in the name of freedom of speech. We cannot

walt for riots and killing to take place before we szct.

26, Freedom is not licence. Neithsr 1s 1t frez. There is
z price to vay. To have freedom one must slso be
regsponsible. W2 are fortunate in Molaysis becauss, by and
lzre:, the pesopls zre responsible, They =re knowledgeabls
toc. They know =xactly whst the Government 1s doing.
FEvidently they uspprove of 1t. Otherwiss, why should thsy
r«turn the Government party to power, time and time szgain.
Desgpite pre=diction by &ll and sundry thit the people will

curtail the strength of the Covernment in the recent



elections, the people returned the Govarnment Party with =2

huge majority. But the opposition also won seats.

27. What does this mean? It means that the psople of
Melaysia wsnt politicsl stzbility. As businessmen you must
inow the importince of stability, 2specizlly In devsloping
ccuntries where politicians tend to plzy @ very big role.
Politlecal stabllity begets consistant policiles, including
zconomic  policiss. Nothing is mors frustrating snd
unproductive for investors than having rules and
reguletions ud pollcies changed with thz zccession of each
vow Covernmernt. When the same party is endorsed by the

crle wgain ond ogain, policies continues: they don't take a

PS O
237 or 1807 turn and you feel comfortizble.

2¢. But not averyone 1is heppy of courss. They try to find

foulzs. I thsy cunnot find, then they invent them. Thus

Ccn= forelgn nswspiper ssid "The Now Economic Policy set up
1. 1970 L...... hes succeeded largely in discouraging

rorelen investments®. Thls pilece of nonsense is probably

———

th: result of wishful thinking. This r2wspaper for some

unknown reeson finds it impossible to szy :inything zood
ctout Mzlsysis. It is slleged that this 1s 2 buslness

sospLper. It resds llke "The News of the World'.

=2, But wihit 1is the truth? I can ssy wlithout fear of
cortrsdletion that =11 the export oriented operations that

crveocome to ulszysiz o znd meade 1t a world lezder in the



werufacture o  electronic semiconductors, several rubber

nrofucts, alr-conditioners, and others were established

2oier 1970, that is after the NEP was intrcduced.

30. The NEP doe¢s not represent =z change in policy. We felt

—

thet if the poverty erzdication snd restructuring objectives

of the NEP wers to be achieved, we need forzign investors to

help the economic cake to grow. And grow it did, szlthough

the particular neswspaper chose to ignore this fact.
—

31. We are in the throes of an economic recession rnow. But

——

is it due to the NEP? Fifty percent of M:laysla's economy

——

hias been based on the production and gxport of tin, rubber,

timber, p2lm oil, petroleum, cocoz, pepper, etc. When the
———

prices of thess commodities collapsed by =zlmost 60%, can the

:CONOMY  grow? Of course it will have to reflect this

—_—
reduced export earnings. When we earn less money from

G

exports, demands for all sorts of domestic products and

services must 2:lso be sdversely affectad. The nett result
‘\

is economic r=scession. Any person with zny intelligence at

-

21l would hzve noticed that Mslaysie's economic trouble

bepzan aimost immedistely after the fall in commodity prices

world wide. Incidentally intelligent people must have

—

noticed that commodity producers 1liks Austrslia, Indonesia,
Thiiland, 2znd others which were prospsrous before, zlso
sxpzrienced economic recession at the same time that

Maleysia went into recession.



32, Some will szy, “Ah, why do you hold the NEP in sbeyance

if it has nothing to do with recession?®. The answer 1s
——
that we are not expecting to become as prosperous as we were

’.J

2 the halcyon days of the commodities, merely because there
wlll be more foreign investments. What we are really after
is Jjobs for the people laid off by the fall in commodity
vrlces. The eccnomic cake may not grow much but people must

have jobs. They cannot walt for demands for tin to pick up.

33. Apart from forelgn investments we have been doing a lot
of things. We have cut back on our spending. We have
limited our imports; We borrow less. We try to improve
productivity. We diversify our sgricultural base. We
promote tourism. We do a whole lot of things which we hope
will bring about recovery even if commodities never attain
preeminence again. We have succeeded before and God willing

we will succead again, prophets of doom notwithstanding.

34, I said just now that Malaysia is not alone in having to

face a recession. Our ASEAN friends., quite free from the

NEP of Maleysia, are also experiencing recession. They too

dapend on commodities. And &s & measure to overcome the
short-term unemployement problem, they too have turned to

for<ign investors.

35. ASEAN countries are friendly competitors. With a
sopulation of 25C million and a higher per capita income

than  China, tha  ASEAN market is & rich market.



“ortunetely it is not a common market. You cannot set up
vour nvroduction in one ASEAN country snd market throughout
vh: reaplon. It i1s therefore not zs =2ttrsctive s vyou would

&

wirt 1t to be.  Wo sgree with vou. We zre working on some

S

<ueticon of toriff barriers. Next yvaeor the ASEAN surimit

IS

will = held in Manila and high on the agenda will be the
auestion of 2 common market. We  hops we can make =

sieniificant move towsrds it,

25 t has b=<n brought to my attantion that many medium
gized compsniss in Europe &nd other z2ress in the West,
~oresive o leysla ond Asean to be an sxclusive territory of
i developsd countries of the Far Esst, znd feel that
Joronoan nations have 1ittie chance of succeeding in this
market. This 1is not true. Neither 1s it trus thst the
Molaysisn  'Look East Policy' gives speacial privileges to
investor from the developed Eastern nations. The Malaysian
‘Look Ezst Policy' was enunciated to encourage Malaysisns,
neot only in the prilvate sector but zlso the Government, to
“mulate the work ethics, discipline, loyalty and
consclousness for quality and other good values that have
becoms the hallmark of Jsapanese economic dynamism in the
world, and to an increasing extent that of Korsz and Teiwan.
Though these values are equally inherent in successful
operations in Furope &nd America, we feel that Malaysians
would b® zbl: to accept these ideals mora casily, if it is
s<en that othsr Asian nations have strived for a2nd achieved

this excellence. I would like to reemphasise that Malaysia



i= an open <conomy «nd that every compuny has an zqual

charece to taks z2dvantege of the opportunities, incentives

37. The Governmsnt has during the lost year, &nd salso
recently, snnouniced & serles of new inltistives znd measures

relating to foreign squlty psarticipation, employment of

g
expatriates, i1mcentives, reductions in busic cost factors
such ss  #lectricity, telephone, tslex, =nd even raw
rrterinls avallable in Mzglaysia. I :m sure these will bs
«irhorcted unon by other speakers in this Forum. I would
Ko to urge 211 of you to look st th: totulity of what we
v o offer. T uzm confident thet on the basis of 11 the
ioow feetors th:: mek:s up an invsastmens cnvironment, namely
nedittlicel stihility, economie strength, growth potentilals,
Snirastructurs,  incentives, availability of labour, raw
4

w.torisls, and pgenerzlly the enviromment for living and

soive business, vary few countrises in the world can exceed

wii:T Maleysla con offer. Thersfore, we invite you to be our

- [ Y

vorIners in the progress and devalopment of Malaysis for

vour own bénef it =s well =28 ours.

Thenk you.
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Lumpur.
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