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1 .to countries. A3-d toky, yet aother evidence of tan;;i::le co,apc- 

." !;i:,.c_ -Jz c::pr~c:~sc!d i:? the npcnin:; of the Canlr Ec,;or~ Is Represcnk- 

tivc Office in Lond3n3 

,';I; hc time of cur indcpcndencc in 1357 tho M:lnlz::.;sinn eco?.x.q 

CL s VCYJ much export-orkntnd, I l~ascd 1cr:;cly on rul;l;cr and tin, 

! 8.7 .!. .ic : ;;xi_cu3.turcz fozxstry 3rd fishing sectors accounted for 45 per 

C<!?~, 05 oil2 GllP tliw.~ 1: ruuC.~?_in;; two-thirds of the total cm~lo;-..;cat 

::2(', . v/o-third of the ccu;i';F4~'s export earnings, Rubber clone 

zccauntcd for 60 l~cr den-t- while tin 20 per cent of total export 

4 c;rnin@so HowcvcrY ';lx per cznitc ixomc was z! mere US$200, 
* 

kl:.ysia experienced rapid economic transformatior?since 1957 

-xiti? the ;)cl- cqit-c? incomes rising to nearly US$l,900 in 19C3. To 

3 ls!rgc extent this is due to the effective utilisntion of the 

n:.Yqn?s vzst rxturnl resources0 13~2 diversificction into other 

cro2s as well 2s manufacturin;; 173~ exports have not only contri:xtcd 

-t " ::romth but rendered the economy more resilient, iYe have now 

'_J? c,o1110 ?;li;_; in the ezqort of Dzlrn oil, tinber, popper, cocoa, oil 
,r 

:! iZ d :;L:s as vK?ll as numerous m3nufnctl~rod i_tcms, Living standards 

have conscqucntly iqroved si&.ficnntly, with external reserves 

r.ixi.ntainod nt comfozt~blo lcvclsO Zoncstic prices are stn>le, while 

-C?C YjudCct::ry ::nd cxteiaal paJxc3n-t s l;osition on cukent account 

:,:_;'II_n showin{; com~ort:~l~?.o s~.?rpluscs nftcr t? short period of 

rcf;ossionO 

The cxwskJ kzG_ni; point i;~:..~'; in 1901~82, with the onset of 

the ;;lOl)~l ~CCCSS~O~ ::xL? -i;j~ ILC~'C aisis Despite :.: more divorsifie2 

cc xicnic base X*:l~.ysia, like Zritain, ws not spared from the 

wntmctionzry cffccts of the world rcocssion. In Britain, I undcr- 

s-t:.nd, the recessicn of :!.921.42 xi,tnca.scd unemployment reaching 

roc;=rd levels, while the inflation rate rcn~inod cxtremcly 

cvcr 20 par cent0 At ;I' s;‘r1c L - ,. A,IO, industrial ;?roduction 
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Gross Domestic Product slumped and company bankruptcies soared. 

With the implomontation of tou&~ndjustment policfes d&signed WJ 

libcr~liso the economy in tho midst of world recession, the.Dritish 

economy bogan to improve in 1903 with inflation brought down to 

undor 5 per cent within a rol~tively short period. Adjustments in 

tho Malcysian economy have been eqaully painful and have produo& 
'I 

ec&lly successf@ results. I 

i 
During the initial down-turn the M::laysian Government 

ticsorted haavilynto tr::ditional Keynesicn measures to "ride out 

the reax&ion 'rt under the impression (which lcter g?ovedfalse) 

th& the world recession would be sh&t&l3_ved. While fiscal pump- 

priming helped to return a respectable growth averaging about 6.4 

per cent annually in 1931-32 the toll was heavy. Within c? span of 

three years the Podoral GoPernmcntis fiscal deficit deteriox+ted 

3 por'cont ofGNP in 1979 to nearly 10 per cent in 1982. The 

prospects were f r a futher morsoninz of tie fiscal position, in 

view of the deflation of world Growth and trade . Equally daunting 

was the corresponding deterioration in the bal&ce pf payments. 

The current account deficit, which WCS only about 1 per cent of 

GNP in 19G0, surged to 14 per cant by 19G2. In order to finance 

thoso deficits external debt nccolo&od~ shnrply from only US$4.5 

billion in 1900 to nearly US$lO.5 billion by 19.32, oquiwclent to 
II 

41 porccont of GNP. Although 

standards it was far too,hil;h 

still modest by international stand- 

for Malaysia. 

Dy the middle of 1902 it was clear that the rnpid increase in 

Goverriont spending WCS not sustainable, particulcrly as the glolxrl 

economy showed no sign of the predicted cycldcal rzacovery. Not 

only did tho Government move awoy'from expansionnrW- budgetAnG but 

it bogan to rr?pidJ.y reduce its spondin;. Subsidies wore cut back 

and t&e operation of public ontorpriso: r~tio~lisec;, Intake of 

personnel into Q@vornmont sorvico WCS trastivally curtailed. 
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Insto,-.d the Govornmont promoted the private sector by active 

cooporstion snd support through the 'Malaysia Incorporstedl concept. 

New incentives were provided while bureaucratic impedircicnts to 

business were removed. A pricztisation policy ehabled the pr4vnte 
V 

sector to take over ;1 number of Government services, thus reducing the 

burden on Government and improvinG the services. 

Foreign invostmonts were boosted by the provision of new 

incentives and the removal of various unattractive conditions. New ’ 

industrial zones were prepare& and bureaucrat&c procedqr+s,made more 

simple. 

t 

The adjustments were as tough t?s they were painrul. l3l:t throu& 

porsevoranoe the GoveTnaat succeeded in turning things around. The 

facts speak for themselves:by.the end of 1935 the l?ede?al budget 

deficit had been reduced from 13 percent to 6 per cent of GNP and 

. the balance of payments deficit from ljj per cent to 2 per cent of 

GNI?. 

For an economy so accustomed to rocoiving strong Government 

stimulus to-sustain growth, tho sharp fiscal retrenchment had 

severe deflationary effects on the economy. And when the commodity 

prices collctpsod across the board with the Composite Commodity 

Index falling by 10 per cent in 1905 and b:r another 24 per cent the 

following year, the economy wont- into a tailspin. The economic 

growth turned necctivo gor the first time since inZlependenco. We 

thought that divorsiticattion or 'not putting all our eggs in one 

booket' was n good strategy bu't ‘no one expected all the baskets to. 

fall crash+ng a% the same time. 

I am proud to say that despite the roof d~?vi_ng in over our 

heads we roma?.ned committ;e(l to our structural adjustment programme. 

The economy has been on -t;hc recovery path since 1906 and by the 

ond of 1933 gowth had aoooloratod to more than 3 per cent in raal 
J. 
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t-AT1s, ‘: rccorc: not zchieved since 15'79. To some exten;P the strc?n;; 

/ 3-y Ce:,*ery I-KTs stimLll~~ted 5y t; pick-up in world demand ns mall 2s : f. 

h+ .i~cr commodity prices. AL 11 surplus in the !:nlnncc of payments ,3n 

cu~ront sccount of more then US$2,5 billion or C.5 per cent c)i X:1. 

Tj. ;' 
x~ordccl in 1907. The ourrcnt account of the Pedoral,Govcrn- 

.-. :..,,:_t lso shomcil a smsll surplus of about US$SOqillion in'1903, c! 

full. ycnr chccd of projestion. 

Khile 19% WCS cn excellent year for the B4alcysien economy, 

c;~ansion of the economy is expected to be sustained in 1939, whwn 

GijT is expected fo achieve 7 per oent grcwth. Investments, both 

). locc.1 and forci::n, are projected to remain stron@, Foreign cqpitzl 

* inflows have continued tfi increase L;S ooonomic fundamentals romnin 

‘_I? -?A?~ t znA infrC~structural facilities t:nd support scrv ces z remain 

cxcellcnt. Indict Itions :?re tli;.-!t N:-!lr!ysic will become incroasinQy 

more attractive to foreign investors because of vr:rious positive 

elements in her fzvour. 
‘r 

lL&~ittcdly the str&turzl cdjustecnt process is by nomeans cvcr* 

‘_‘llc iJrocess of trtinsfcrminz the economy from one that is highly 

$;;cndent on Government spending to one that relies more on 

sector initiztivc and ent~rpriscwill necessarily tnke time. 

the sta:;e has 3een set for the privet0 sector to move ahcnd 

QYC iar:;er invostment outlays. Piscal policy is in place to 

privctio 

3u.t 

in -teEis 

ensure 

tl~ct tho Government provides support to private inVe&ment throu;$ 

cdequzte rind efficient infr-:structure and attractive incentives, :i 

nililc the thrust o-f monetary policy is towards preservirq prire 

stal;ility and croatin:; 3 Pinznsi& environment that is conductive 

to entrepreneurship. 

‘i 

In order for Mcl~,ysia tp continue to grpw end develop in the 
: 

Zuturc WC need not only internal discipline and initiative but ,, 

cilso oxtarnel markets. Indeed, WC all n&d external markets or 
:;. 2; 

more nccurstely intcrnationzl trade in oraer to grow, particularly 

.’ ,,L 
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5-1; the shrinkiq:: intor&pendcnt ~worEd 'of today. 

1‘1 e crc clt the moment tryin;; to:~zssure ourselves thct the 

unilic .tion cf the hbr0pocn xrkets will not cgfect-us z,dvcrsel;-, 

1’~ .q~uld be nice bf we hcve to deal nith only one bniforrn set ?f 

r-~1c.s when tr.:dinz with Europe , possibly in o&e lxqutlge, Lh.lt 

; ;v:ow3d tmdin~; blocs hcve 'I wzy of dca1ir-q heavy-handcdlg with 

wc-:k trr:din:: partners. Rcccntly one such bloc drew (:. list of 30 

countries which h::d co:zm&tted some misdemoanour or other, RI2 la;P;li‘ 

5.~ in this'list, h;,ving obstructed import of Z300,OOO sterling 

b vrofrth of topples 3 year, WC have been wr:rncd that we mill be 
* 

punishod if ;-ie do ilot 'mend our whys. Th.,t that country itself ii 

pr:;CtiSin;__; all the crimes it is zccusin:; others of is irrclevnnt. 

In intemAion,zl trcdc wealth :..nc: power is what rJounts. 

Conseqacntly you must excuse us if wo continuously hcrp on 

the possi!&lity of Portrcss Zuropo resulting from the unifictition 

of the European m?rRets. Our fczr is very real. Our mcrkct is 

so small th::,t we nil1 not be .nlAc to rotzlizte in any VJZY. 

Por many ocnturies WC were the captive nnrkcts if Ebrop,ean 

goors. Non thnt nc have obediently coc*..pted European free trcdo 

principle .x-x1 WC hcvo benefit-led a little from them, WC find tI;zt 

t!!c crstwhilo protagonists ::re intending to snitch to close Syste!:iF:. 

iic ?rc forced tb ask ourselves whether in fact there is no such 
-t_Jij_n:-. 00. nco-coloni~~lisn or neo-imptizlisn. Terms like NICs a&e 

invcntod ih order to hcvc an excuse to suppress growth in a 

r?ovelopinC: economy. 

Hovrover, L-:dies I:nd gxi'blomen, let us C;ot away from these 

dc;?ressi.n~ thoughts. I'lh?t is impor-bnt tcni~;ht ia that with the ; :. 

ccttinr;-up of T,nnk iie::arr? is Eeprcscntctivc Office in London, 

M-.12ysia nould 1x2 in 2 5ettor gosi-@..on to monitor more closely 
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economic trends 2nd developments so 2s to onsbla us to adapt 

own strctc@os rocordingly. iis you have seen, the Malaysian 

OUT 

economy hzs cone throu& a significant transfonzqrtion over the lest 

three dowdes in respo'nso to tho changi.nC; needs in the world 

economy and in rcspinsc to technological advcnccmcnt. !%z see 

ourselves as z dyramic ocdnomy able to respond to these ch::nges. 

I understaid that with tho operations of the London 

Reprcsentntive Office and tho Now York Reprosontt:tiVe Offioe eat 

4 up in 1307, the Central Bcnk is physically present in the inter- 
x 

xtional finznsizl markets round the clock - on a 24-hour basis. 
c 

Appawntly, central bankers do not sleep! On my pert, I am able 

to sleep soundQx these days, knowing that Ilank Negara does not 

slcep! 

On that notes, ladies 2nd gentlemen, let me wish yogr a 

pleasant evenins. 

KUALA LUMPUR 
ZGhb, Mei, 1389 ’ 
JE$tl : 1.00 th&. 
SZ/kmn 
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