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TI ME

Ladi es and Centl enen,

It gives me great pleasure to be here today to address

all of you on the subject of the Ml aysian investnent
environnent. | would like to thank the organisers for the
efficient way they have arranged this programe and | woul d
also like to thank you for your response.

2. Malaysia is today probably no stranger to the United
States of America. The picture may have been different
several years ago, but nost certainly today, with Amrerican
participation in nmore than 121 conpanies in production in

t he Mal aysi an manufacturing sector, involving total fixed
assets exceeding Mp840.6 million (US$317 nmillion) the
situation is nost certainly sonewhat different. The 121
conpani es in production, represent only the tip of the

i ce-berg for we have in fact approved approxi mately 311
manuf acturi ng conpani es with vari ous degrees of Anerican
participation during the period 1971 to July 1988. These
conpani es with proposed Anerican pai d-up capital exceeding
Mp488.3 million (US$184 nillion) have the potential to make
the United States of Amnerica a force to be reckoned with in
t he Mal aysi an manuf acturing environnent. The presence of
such big nanes as ESSO, Goodyear, Baxter, Ceneral Electric,
Monsant o, National Sem conductor and Mdtorola and al so a
nunber of small and nedi um sized Anerican conpanies is an

i ndi cation that Malaysia is becom ng increasingly well-known
in the United States.

3. Still, despite this indication of the confidence of
American investors in the Ml aysian i nvestnent environnment,
some of you may have had your i npressions col oured by the
reports that have appeared in some international nedia over
the | ast year or so. But Ml aysia would not be economically
and financially sound today if the reports were accurate.
W& woul d wel come anyone to cone and cross-check the facts.

Ladi es and CGentl enen,

4. | would like to take this opportunity to nmention to you
some key aspects of the Ml aysian investnent environment
that could be of interest to you. In respect of the
political situation in our country, we have one of the nost
stabl e denocratic governnents anong devel opi ng countries and
in fact even anong sone devel oped ones. Recent inter-party
di sagreenents that you may have read or heard about is



not hi ng new within the denocratic process and in fact is an
i ndi cation of a healthy and vibrant denocracy. | should
think that western societies, concerned with the status of
denocracy anong devel opi ng countries, should be nore
apprehensive if there is a total |ack of dissension within
and between political parties.

5. Realising the inportance of racial unity, politica
stability, devel opnment and economic growh, 13 politica
parties in Ml aysia have joined together to formthe

Nati onal Front, the coalition which forns the governnent.
The result is that all the different races are represented
in the Governnent and issues or problens are discussed in
the nmeeting roons frankly and rationally and the consensus
arrived at are in the interest of all races. W have no
need for differences to be resolved in the streets. The
result is that there is peace and stability in Ml aysia.

6. The fact that the National Front and its predecessor

the Alliance, have won the elections and forned the

Gover nment since i ndependence 31 years ago, clearly reflects
t he peopl e's endorsenment and confidence in the governnent's
policies. At the same time the opposition have al ways been
able to win seats and to nmake their voices heard in
Parliament and el sewhere. Cearly denocracy works and
delivers in Ml aysi a.

Ladi es and CGentl enen,

7. 1 would now like to briefly touch on the various

aspects of Malaysia's overall econom c performance. The

Mal aysi an econony continues to accelerate its growh froma
rate of 5.2%in 1987 to a projected 7% in 1988. About
two-thirds of the growth originates from expansion in
private spending with consunption growing at 7.3% whilst,
inthe first eight nonths of 1988 investnents have
significantly increased eight tines over the same period in
1987. Malaysia's strategy of export-led growth, in which
Ameri can conpani es are playing an inportant role, is
continuing to pay dividends and strong exports indicate that
out put growth for the manufacturing sector will accelerate
to reach 14% The sheer nagni tude of export earnings

br ought about by strong performances in both comodity
exports and exports of manufactured products has all owed the
economny to enjoy a substantial current surplus in the

bal ance of paynent of about M6 billion (US$2.3 billion).
And this is achieved despite substantial growh of inports.

8. Since independence the Ml aysi an bureaucracy had grown
rapidly. Much of this is due to the formation of statutory
aut horities and Governnent business enterprises. This huge
bureaucratic machi nery has been a burden to the nation
Accordingly we have decided to shed sonme of it through
privatisation of numerous Government run services. Todate,
t he governnent has privatised 14 governnent-owned or
operated projects and these include, anong others, a
container termnal, a national airline conpany, a nationa



shi ppi ng conpany, roads and bridges, a water supply project
and a power transm ssion project. The government is nowin
the m dst of preparing a major master plan for

privatisation. Wthin this master plan woul d be progranmes
relating to the privatisation of ports, public utilities and
railway. Postal services and the running of airports are

al so under study for privatisation.

9. It is the intention of the governnent to encourage
private sector initiative and entrepreneurship. Foreign
participation is both wel comed and encouraged in the
privatisation programe especially in areas where the
techni cal , business and nanagerial expertise can contribute
towards inproving the efficiency and productivity of the
privati sed agencies. Al so, as the donestic capital narket
may be somewhat limted in its capacity to take up the
guantum of investnent required for major projects, foreign
capital participation would nost certainly be wel coned.

10. Whereas we see privatisation as providing a strong

i mpul se for growth, we neverthel ess see the future of

Mal aysi a basically as an econony that is based on the
producti on and export of increasingly nore sophisticated
goods which will require continuous inputs fromforeign

i nvestors. One area is the processing of our raw materials
into finished or sem -finished products before they are
exported. Mal aysia, as you all know, is anmpng the world

| eaders in the export of raw materials such as rubber, palm
oil, tin, hardwood tinber, gas and crude oil. W also
export cocoa and a range of other mneral and non-m nera
products. Qur attenpts to nove Mal aysia from being nerely
an exporter of primary raw materials, to an exporter of
finished or senm -finished products have already net with
some success. However, considering the quantum of raw
commodi ti es produced by Mal aysia, we feel that we are stil
scratching the surface of the potential in this area.

11. In addition to our raw materials we have an abundance
of well-educated, easily trainable pool of workers and
managers. \VWile wages are not as |low as those in sone

nei ghbouring countries, this is balanced by the good
infrastructure and services obtai nable in Ml aysia. Roads,
t el econmuni cations, ports and airports, power, etc are
conparable to those in devel oped countries. It is for this
reason that we are now comng close to be the biggest
exporters of mcrochips and roomairconditioners in the
world. W are also very big in the manufacture and export
of a variety of domestic appliances.

12. Mal aysia's conbination of raw materials, manpower,
energy, infrastructure, realistic governnent policies and
attractive incentives provide investors fromthe West an
Eastern base fromwhich to |launch the export drive into the
lucrative markets of the Pacific RRm Mst certainly,

Mal aysi a presents you with a springboard to the ASEAN nar ket
and al so to Japan and China. The fact that Japanese
conpani es, driven out of Japan by the rising Yen and ot her



costs, are now com ng to Malaysia to manufacture their
products to be exported back to Japan, is testinony to the
strength of the Ml aysian environment. | need not tell you
that the Japanese market is opening up rapidly and

manuf acturing in Malaysia will nmake you nore conpetitive in
thi s sophisticated narket.

Ladi es and CGentl enen,

13. | would also like to touch briefly on sone aspects of
our investment policies that could have a bearing on your

i nvest ment decisions. In respect of equity, you can have up
to 100%if you manufacture for export. We are very libera
with expatriate staff although we woul d advi se you to use
qualified Ml aysian staff in order to reduce cost. Sone
Ameri can manuf acturi ng conpani es are headed by Ml aysi ans
and have excl usively Ml aysi an executives. And they have
done very well. But the choice is largely yours. As

regards the novenments of funds, there has been no
restriction. You can take your profits and capital out any
time you want. If there is any formfilling involved, it is
only for statistical purposes.

14. The CGovernnent's policies that have taken cogni zance of
the needs of foreign investors, are those that have hel ped
to create the investnment environnent that we have today in
Mal aysi a. Those conpani es that have invested and are
operating in Malaysia can attest to Malaysia's economc
strength and healthy investnent clinate.

Ladi es and CGentl enen,

15. Malaysia is a nulti-racial and multi-religious nation
The harnmony of our nation depends upon all the communities
wor ki ng together in friendship and understanding for the
common good. This is happening in Malaysia. Malaysia is
known for its racial and religious tolerance. Ml aysians
fully realise the inportance of unity, racial harnony and
religious tolerance. Ml aysia's progress, prosperity and,

i ndeed, survival depend on them W cannot afford to have
demagogues preaching racial hatred and religious
intolerance. It is better to act against them before, than
after they succeed in igniting religious or racial riots and
di sorderliness. Preventive detention is aboni nable but if
denocracy is to survive, it nust be protected from

i rresponsi bl e opportunists.

Ladi es and CGentl enen,

16. The industrialisation programme of Ml aysi a cannot be
carried out by Ml aysians alone. W still lack the know how
and even the entrepreneurial skill. W accept and wel cone
foreign participation. W can really help to nake you and
your products even nore conpetitive. We do hope that al ong
with some of your selling m ssions should cone investors as
well, ready to participate in our industrialisation



Ladi es and CGentl enen,

17. W, in Malaysia, are aware that investors seeking

of fshore bases for their operations, will be exam ning not
only Mal aysia but al so other countries, both devel oped and
devel opi ng, before a final investnent decision is made. W
are also aware that critical paraneters for any investnent
deci sion other than the technical viability of the project,
woul d be factors such as political stability, economc
strength, the policies and predictability of the Governnent
affecting foreign investnments, infrastructure, banking and
finance, the | ocal business environnent and the quality of
life that the country offers. | believe you will find that
Mal aysi a provides all these ingredients.

Thank you.
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