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TI ME

Yang Ber bahagi a Raja Tan Sri Mbhar
Presi den Yayasan Pengurusan Ml aysi a;
Dif-Dif Kehormat;

Tuan-tuan dan puan- puan sekal i an

Saya mengucapkan terima kasi h kepada Yayasan Pengurusan
Mal aysi a kerana menj enput saya untuk menberi ucapan di
Majlis "Mnisterial Briefing' ini. Saya berharap majlis in
dapat nenberi penerangan | anjut kepada ahli-ahli Yayasan
ini, serta para jenputan yang |ain, nengenai usaha-usaha
Ker aj aan unt uk neni ngkat kan | agi ekonom negara kita. Saya
juga berharap majlis ini akan dapat nenberi beberapa idea
baru yang bol eh di perti nbangkan ol eh pi hak Keraj aan dal am
usaha nengat asi beberapa masal ah ekonom yang kita hadapi

Ladi es and gentl enen,

2. 1 would like to congratulate MM for their initiative

and splendid idea particularly in choosing a difficult

but nost appropriate subject for deliberation today, that

is "National Econonm c Recovery -- Agenda For 1988 And
Beyond", a subject that is topical as well as of critica

i nportance to us now. There are many aspects of the econonic
recovery that needs careful scrutiny -- its timng, strength
and durability being anong them

3. To visualize the future, we must | ook not only at where
we are, but also at where we have been. The world has gone
through a series of econom c shocks. After a period of
prosperity following the end of Wrld War 11, the first jolt
was felt in 1970 when a recession took place in

i ndustries. Then cane the first oil shock of 1973.

Following this came the destabilization of exchange rates.
The val ue of noney becane unpredictable and internationa
trade becane a ganble. Then followed the second oil shock
when petrol eum prices rose so high that $70 U S. per

barrel was being predicted. The value of the U S dollar
went up and so did American interest rates. Still the U S.
econony suffered fromtrade inbal ances with Japan and
Germany. The val ue of the dollar was then depressed with
damagi ng effect on Yen | oans. Comodity prices collapsed
inlate "85, and in 1987, the stock markets of the world

pl unged right through the basenent. Altogether the inmediate
and rel evant past has been tumul teous and conpletely

unpredi ctable. If we could not predict what has happened,

it is hardly likely that we are going to be nore accurate



in predicting the future now. Neverthel ess we have to try
for we cannot plan w thout naking certain assunptions.

4. Qur econony, being inextricably Iinked to the world's
econony, has not escaped the above-nentioned crises. W

have been as badly tossed and battered in the rough econonic
seas as have nost others in the free narket world.

5. The nost recent strain is the turbulence in the stock
markets. Once again we are rem nded of our links to the
economny of the world,indeed that Iink is crudely underlined.
We cannot go it alone if we want rapid growth through
exports, the way chosen by Japan, Korea, Taiwan and ot her
countries. Alternatively we can opt out of the world free
tradi ng system and export-led growh, but then we will have
to say goodbye to rapid growh and accept the stagnation
resulting frompurely domestic econom c stimulus. W have
enough exanpl es of countries which chose to do this. And so,
despite the fact that m smanagenment in the najor econom es

are likely to drag us down, we will still stay within the
free market system We hope we have sufficient managenent
skill to navigate the rougher seas which may follow the

recent collapse of the world's stock markets and the

unst abl e exchange rates. This is where your neeting should
conme in useful. We need to exam ne every possible idea on
how t o manage towards National Econom c Recovery.

6. Ever since the world foresook Bretton Wods and
deprived Governnents of the authority to fix the value of
their own currencies, the focus of attention has sw tched
fromthe business of producing and selling goods and
services to the manipul ation of currencies. As a corollary,
a greater deal of attention was refocussed on dealing in
stocks and shares. Acquisitions, nmergers and share swops
becane the order of the day and the best nmanagerial brains
and energies were devoted to this game. Only the Japanese
and the Germans seemto cling to the old fashioned
producti on and sal e of goods and servi ces.

7. Dealing in currencies can yield huge profits. Billions
of dollars worth of noney are bought and sol d everyday.
Apparently demand, or the lack of it, determ nes the

rel ative val ues of individual currencies. Sovereign
Governnments are conpletely powerless to |legally determ ne
the value of their legal tender. A bank may deval ue a
currency nerely by offering for sale a particular currency
which it does not even possess. If a Government is rich
enough it may offer to buy or actually buy in order to
sustain or drive up the value. It may itself unload its own
currency in order to reduce the value. But it may no | onger
fix the exchange rate of its own currency. In other words,
it is no longer sovereign as far as its noney is concerned.

8. And so we witness today the deval uati on of the Anerican
dollar, and other currencies that are pegged to it. Wth
this fluctuation of the nost inportant currency in the
wor | d, debts skyrocket, earnings becone erratic and



i nternational trade beconmes a ganbling gane. Trading in
futures beconme doubly risky and defies prediction. In other
words the econony of the world and nations are reduced to
extreme uncertainty, as nmen in neckties and shirtsleeves
sitting in innumerable trading roons throughout the world
face computer consoles and hotline tel ephones, madly
scream ng figures at each other. For 24 hours through 365
days in every year, the furious trading goes on. Seconds are
too precious to be wasted for the Yen or the dollar, or the
pound or the dinar mght appreciate or depreciate by a
tenth or a percentage point if you blink

9. Yet what is currency but so much scraps of paper. By
weight it is worth about the sane as toilet paper. Mney is
only worth something if it is backed in some way. It may be
gold or it may be the sound econony or the politica
stability of a nation. But can one really say that the gold
in Fort Knox has been reduced by half to justify the halving
of the value of the U S. dollar? O can one really say that
the American econony is now worth half of what it was
before, or is the political stability of the U S only half
of what it was before its dollar was deval ued?

10. It is obvious that none of these supporting assets
backi ng the Anerican dollar has changed. \What has happened
to the dollar is totally artificial. Currency traders,
greedy for profits, nove the value up and down because
stabl e currencies or exchange rates do not benefit them

11. The stock market receives the sanme kind of treatnent.
Its original purpose of raising capital has been all but
forgotten. Even investnents for dividends have been forced
to take a back seat. The only thing that matters is capita
gai ns. The value of shares used to go up because the
particul ar conpanies were well-run, pay good divi dends and
i ncrease their assets steadily. Today all these virtues are
irrel evant when determ ning prices. The inportant thing is
sentiment and the need to nove prices up or down so that
purchase or sales can yield profits. And so the bulls are
chased up without caring for anything that is happening to
t he conpany. Such are the bloated share prices that the
buyer can wait a hundred years with no hope of earning
enough dividends to service his debt. The total market val ue
of the shares could be three or four tines the assets.

12. Then when the bull has had its run, the bears drag down
the shares. Suddenly billions are |ost. Sharehol ders shoot
their brokers and then turn the gun on thensel ves. Banks
woke up to find mllions has been lost in [oans to purchase
shares. Property val ue col | apses, reduci ng val uabl e
collaterals to next to nothing. Bankruptcy lists |engthen
each day. Shops lose their custonmers and cl ose down.

Unenmpl oynment stared in the face of everyone. And so on

and so forth.

13. Still the world is not yet ready to control currency
specul ati on and share nmarket binges. In the Ml aysi an quest



for econonmic recovery, we have to consider this environment
of financial instability. Wether we like it or not, all our
best laid plans are going to be subject to disruptions by
sudden and repeated changes in exchange rates, collapses and
booms in the worlds stock markets and arbitrary policies by
the econonic powers as they struggle to stay on an even

keel

14. What can the Governnent do to hel p recovery?. A whole

| ot of people are ready to point at Government's policies as
the cause of the country's econom c decline. But

then there are people who have been pointing at the
Governnent all the time as the cause of everything that is
bad. Even when times were good these people will blane the
Governnment for the econony not being better. They may be
econom sts, these people. But essentially they are
politicians and it is political ends that they serve.

15. The CGovernnent may be right, but certainly it can be
wrong. But the Governnent cannot be accused of deliberately
doing harmto the country's econony. Even the constraints

i nposed by the New Economic Policy (NEP) are meant for the
general econom c well-being of everyone. O what use is a
liberal policy on comrerce and industry if the country is
pl agued by envy and j eal ousy between races which can
constantly destabilise the nation?

16. If there is going to be econom c recovery in this
country, the first thing, the nost essential thing in fact,
is for the business community to accept the sincerity of the
CGovernment's intention to work for the econom c prosperity
of this country. Wth that acceptance, CGovernnent-private
sector cooperation will become a reality. This Governnent

is one of the nost accessible Governnents in the region, if
not in the world.

Ladi es and gentl enen,

17. Before tal king about new i deas and approaches, |et us
rel ook at our existing policies first. Have these policies
been given a chance to be properly inplenmented or are they
so bad that they have caused the present poor performance of
our econony? Do we discard themor do we continue with them
in order to revive our econony?

18. First the NEP. Wthout doubt it is a constraint on
rapi d devel opnent of the econony. The job of pulling up the
bum puteras to the | evel of the non-bum puteras nmust absorb
much noney, tinme and energy. Consequently we cannot fully
achi eve our potential for econom c growt h.

19. So do we discard this policy? Do we say that it is too
bad if the Bumi puteras cannot make it under their own steanf
Do we say we cannot afford to wait for then? Do we say lets
forget themand get on with our recovery program unhi ndered?

20. But will this country be stable politically if we nmake



no effort to bal ance the devel opment of the different races?
If recent events are anything to go by, the stability of

Mal aysia is quite easily underm ned. W have to constantly
work at it if we want to remain stable and the NEP is a
maj or instrunent for achieving all-round stability. Wthout
political stability the economy cannot grow and expand.

The choice is really between a slightly sl ow economc
growmh with the constraint of the NEP and an uncertain
grow h underdi stinctly unstable conditions. Ml aysia has no
choi ce but to choose the NEP and try to nanage the
constraints.

21. Recently the Governnent decided to soft-pedal the

equity aspect of the NEP in favour of jobs for the

unenpl oyed. Jobs for the unenployed is part of the first
prong of the NEP, that is poverty eradication. W cannot
sacrifice jobs for the poor in favour of shares for the

wel | -to-do. Once the econom c cake grows again, we can focus
on share distribution. The NEP shoul d not now be a

hi ndrance towards econom c recovery.

22. A foreign newsman recently remarked that Ml aysi a has

di scarded the Look East Policy. As usual he assuned that

the policy neant giving contracts to and buyi ng goods from
Japan and Korea. There is a blind spot here which is found
even anong Mal aysi ans. Despite innunerable clarification
that the Look East Policy nmeans | earni ng Japanese and Korean
or even Taiwanese work ethics and managenent met hods, nmany
still insist it nmeans giving contracts and buyi ng goods from
t he Japanese and t he Koreans.

23. The Anericans and the Europeans are all | ooking East
for better work ethics and nanagenent approach. But sone
Mal aysi ans feel that you can on learn only fromthe
infallible Mat Salleh. Actually it is the ethics of the Mat
Sal | ehs which is draggi ng us down even as our nei ghbours
race past us to achieve better growth.

24. | wish to reiterate here that the Government is stil
committed to pronoting the work ethics of the East anmpbng the
Mal aysi an work force, and the managers should |l earn from
East ern managenent techniques. If we are to succeed, we

must be conpetitive. If we want to be conpetitive, we nust
be productive. If we want to be productive, we mnmust be
honest and work hard. Lazy workers or managers who shirk and
cheat will not help us recover. Whether we like to admt it
or not, it is our work ethics which is draggi ng us down. W
have to correct them W nust have the work ethics of the
successful . And the successful are out East.

Ladi es and gentl enen,

24. Anot her major policy of the Governnent is privatisation
of CGovernnent agencies and projects. Since independence the
Governnment has allowed itself to be dragged deeper and
deeper into activities that are not of an admi nistrative
character. |Indeed, the Governnent has becone deeply



i nvol ved in business. Mst of these have led to inefficiency
in the services provided and massive | osses. Additionally

t he bureaucracy has grown enornously. Perhaps in the past

t he Governnent may be excused for involving itself in these
activities as the private sector was not quite ready. Now
the private sector is both willing and able.

25. It is generally assunmed that the private sector is nore
efficient. This may not be neccessarily true but the | osses
sust ai ned by CGovernnent agenci es and corporations show t hat,
rel atively speaking, the Governnent is |ess efficient. Wen
an agency is privatised, the Governnent need not |ose
everyt hing. Should the conpany make a profit, Government
can still gain through inconme tax, etc. At the very | east
the Governnment will no | onger bear the burden of paying

sal aries, carrying out mai ntenance and in nany cases
injecting nore capital. Wile private business try to

mai ntain itself or expand through earnings, Government
conpani es expect yearly injections of capital and subsidies
for running cost.

26. If the Governnent is relieved of the running cost and
subsi dies, the fund can be used for nore devel opnent which
help to stimulate the econony. Additionally the reduced
Gover nment bureaucracy can be better paid by the Governnent.

27. Conpanies and facilities which have been privatised
have attained better returns besides giving better service.
There has been quite a few problens but these are bound

to occur considering the newness of the approach. It is
strange that when Governnent runs a facility, there were

i nnuer abl e conpl ai nts. But when the Governnent proposes to
privatise the facility, suddenly sonme people find so nmuch
virtue in Governnent nanagenent.

28. These are sone of the policies that the Government will
conti nue because they are basically sound. But to recover
the private sector nust play a nore dynamc role

Ladi es and gentl enen,

29. Malaysia is still very nuch an agricultural nation
Rubber, pal moil, cocoa and pepper will remain our principa
export earners. They will continue to be expanded. But we
are seeing the first steps towards a second diversification
in agriculture. Al ready asparagus, mangosteens, guava and
pi sang emas have beconme export items. But star fruit,

ponel os, mangoes and ranbutans all show potenti al

30. The private sector must not forget that our success in
rubber, palmoil and cocoa is due to our expertise in estate
managenent. |f the new agricultural products are to be
produced by small farmers on small plots of |and, we are not
going to be able to conpete in the export market. There can
be smal | hol ders but the packing, transport and

export marketing nust be by the big estates or trading
conpani es.



31. One of the major problens of Malaysia is to be

equi tabl e and acconpdating. If licencing is required for any
busi ness activity, licences are sure to be given to

i ndividuals or to small one-nman conpani es. Thus we have any
nunber of security conpanies, taxi operators, bus or truck
operators and fishing licences. The result is that econom es
of scal e are inachievable.

32. The idea of pooling resources to start a reasonably big
busi ness is unthinkable. The partners invariably quarre

and part conpany, each to formhis own conpany. At one tine
we had 80 film conpanies of which only 2 managed to produce
a filmeach.

33. The kind of managenent expertise found in the |arge
agricultural estates is unknown to nost other Ml aysian

busi ness. As a result we have to endure high costs and

are unconpetitive. While the rest of the world see conpanies
mer gi ng and growi ng bi gger, fragnmentation is the order here.
It is about time we rethink this habit, if we are going to
recover.

Ladi es and gentl enen,

34. Sone of the fundanentals in terns of managenent for
growm h of the Ml aysian econony are already in place.

No doubt businessnmen have nore ideas. Wile the Governnent
wel cone advice fromthe business community on what it
should do, it is worthwhile for business people to do sone
ret hi nki ng about their approaches to business. May be you
are not always doing the right thing or the Government is
al ways doi ng the wong thing.

35. Please do not be negative. Don't start tearing to

pi eces Governnent policies the nonent they are announced, as
happened with the Look East Policy. Look at the positive
aspects and try to see what good can be derived fromthese
policies. Government has over the years acconmodated much

of the suggestions you have nade.

36. An academic's viewis fine. They may be right. But it
is the people who are doing the business who nmust do the
thinking in the end. There are no w se oracles whose
opi ni on nmust be sought every tinme a Government policy is
announced. To be interesting these oracles have to be
original and they invariably achieve this by tearing to

pi eces whatever policy is announced, especially when they
are anti-establishment. Many perfectly sound i deas have
been strangled at birth because sonmeone has to prove his
originality. Thus these people are now busy picking faults
with privatisation, having forgotten that only recently they
were picking faults with Governnent departnents and

cor porations.

37. If Malaysia is to recover, let us be positive. Let us
be ready to try new ideas. Let us inprovise along the way



if sonething fails. There are no perfect ideas. There are
no perfect solutions. But positive people inprove on them
as they go al ong.

Ladi es and gentl enen,

38. Once again | would Iike to thank MM for giving nme the
opportunity to address this gathering. I w sh you all a
successful deliberation.
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