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SIARAN AKHBAR

SPELECH DY Thiu HOFUURALLE PHI ZRIME
MALAYETA DATO SERT DR, MaHATATR BIN
THE DINNER IN COLCICILION WITH THY OFFICIAL
OPBNING O DANK NEGARA JMILAVSTATS REPRESENTATIVE
OFFICE IN LONDON AT JUE T 04 THS TARX, LONDON
Ol THURSDAY  25TH “IAY, 19089 AT 7.30 .M.

T am pleascd teo be howe’ with youw Soniisht cnd to share with you
o significomnt nonent: wiil: ko orsialing of 2.0k Negnra: or the Central -

Dank of Malaysia'ts Rapresansativa 0Zfico am London,

The opening of Dank Nepuvt 's dcpiesoniative O0ffice here is a

mementous ocensicn Toi us aiad g Yourer of great pride to M, lay31qns.

For here yot apgoin e wiotihor vyabal of lalaysian progress and

prosperity since ocux 'TAgend&ﬁme'Ln w837, Lt ghould also~scrve

to furthewy strengihen whe sreed Dritain and Maloysia,
indsed, Thire, Lud pen. <50 L wellvionsudp

batweea our twn cowtbEics amami Tieom gtrongh to

streng . In the aghaldes fOf'ﬁIhﬁDl?? nearly 25 pex oent
of thi”ﬂohal"fdrnignéﬁr“rﬁ qv“t'b:has Cyep Tretish sources, British
Lrsereste ale parilerlaiiy sizeable, as it boeg traditionally boen,

in the plantation, Winins, wmod and soiviced soctorss  Clearly
opportunitics foir ¢ven ciooniic Beltlsu-Malnysia cooperayion in txade

an iadustxy abound, ALl thot ovecoas ds der enbtreprencurs to selze

the initiative te Loor e frulsion,

The scope To¥ . Cooptnail o, OF s0ULES, oxtends beyond the reclms

2 prade and dndosEay, o Ddmon cie ooouplie that quickly comos

O

to mind, Anothor Lo dovenstys woo 2 ihe Memorzandim of Understanding

9

sipned last yeaxnshreucen Brdiwin and nlaysto introduced new ddmen-

gions 40 an-aliwoly collabemation between ourx

e
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two countries, .nd today, yet another evidenece of tangille coope-—

s expreesed in the opening of the Dank Negsorat's Representa-

l.Jo

gotdon

tive Office in Lgndon,

4% he time of our independence in 1957 the Malaysian econony

v vexry much oxport-orientad, based largely on rubper and tine
e cprdculture, forestry and fishing sectors accounted for 40 per
ceni o¥ ouwr GIP then. providing two-thirds of the toftal emplojyuient
and cwo~third of the ccuwitry's export earnings, DRubber alone ,
sccounted for 60 per dent while tin 20 per cent of total export
cornings, However, the per capite income was o mere USH200,
L 3

Moleysia oxperienced ropid economie transformation since 1557
vith the per copita incomes rising to nearly US$L,900 in 1983, To
o large exbtent this is due to the effective utilisation of the
nutilon®g vast nutural resources., Dut diversification into other
crops as well os manufacturing Zoxr exports have not only contrituted
t~ growth bul rendercd the economy more resilient, We have now
becomne big in the export of palm odl, tim?er, pepper, cccoa, oil
rnd sos ag well as numerous mapufacﬁurcd itoms, ILdving standards
have conscquently improved significantly, with external reserves
naointained at comfortablo levels. Domestic prices are stable, while
the Ludgetory and external payments position on cufrent account
uoain showing comfortable surplusces after a short period of

renossion,

The crusial turning peint couc in 1981-82, with the onset of

the lobal reccession znd tje debt crisis. Despite n more diversified

cconcniic base Holiys

in,; Aike Dritain, was not spared from the
contractionary effeccts of the world rooqssion. In Briftain, I undexr~
stind, the recessicn of 190132 witnessced unemployment reaching
reoord levels, while the inflation wrate remained extremely higsh at

cver 20 per cente At 7 gome time, industrial production and the
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Gross Domestic Product slumped ond company bankruptcies soared.
With the implementation of tough adjustmoent policies désigned b
libornlise the oconomy in the midst of world recession, the British
economy began to improve 1n 1983 with inflation brought down to .
under 5 por cent within a relatively short period. Adjustments in
the Malayslan cconomy have been eqaully painful and gave produccd

equally successful rcsults,

During the initial down~turn the Malaoysian Government
rosorted haavilynto truditional Keynesiocn measures to "ride out
the reesssion ", under the impression (which later grovedfalse)
that the world recession would be short-llved. While fiscal pump~
priming helped to return a respectable growth averaging about 6.4
per cent annually in 1981~32 the toll was heavy. Within a span of
three yoars the Federal Govermment's fiscal deficit deteriorcted
3 per ccnt ofGNP in 1979 to nearly 18 per cent in 1982, The
prospects were f r a futher worscning of hhe fiscal position, in
view of the deflation of world growth and trade . Equally dounting
was the corresponding detorioration in the balance pf payments,
The current account deficit, which was only about 1 per sent of
GNP in 1980, surged to 14 per cont by 1982, In order to finance
those deficits external debt accelorated sharply from only US$4.5
billion in 1980 to nearly US$10,5 billion by 1982, oquiv alent to
41 perccent of GNP. Althoupgh sti11l modest by international stand~
standards it was far too high for Mqlay31a.

Dy the middle of 1982 it was cloar that the rapid inorease in
Govermment spending was not sustainable, particulcrly as the global
economy showed no sign of the predicted cyclical xrzcovery. Not
only did the Govermment move away from expansionar, budgeting but
it bogan to rpidly reduce its sponding. © Subsidies were cut back
and the operation of public enterprisocs rationaliséd. Intake of
personnel into @pvernment service was (rastivally curtailed.
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Tnstead the Goverﬁment promoted the private sector by active
cooporation znd support through the 'Malaysia Incorporated! poncept.
New incentives werec provided while burecucratic impediments to
business were romoved, A pricctisation policy eyabled the private
- sector to take over a number of Government serviées, thus reducing the

burden on Goverxment and improving the sexrvicos.

Foreign investments were hoosted Ly the provision of new
incentives and the removal of various unattractive conditions. Now '
industrial zones were prepared and bureaucratic procedures made more
simple, o

-

The adjustments were as tough as they were painful, But through
perseverance the Goverrment succeeded in turning'things around. The
facts speak for themselves:by. the end of 1935 the Federnl budget
deficit had been reduced from 18 percent to 6 per cent of GNP and
the balanco of payments deficit from 1§ per cent to 2 per cent of
" GNP, ‘ ) ‘

For an cconomy so accustomed to receiving strong Government
stimulus to-sustain growth, the sharp fiscal retrenchment had
gevere deflationary effeets on the cconomy. And when the commodity
prices collapsed across the board with the Composite Commodity
Index falling by 10 per cent in 1985 and by>another 24 per cent the
following year, the economy went into a tailspin, The'economic
growth turned nepgative for the first time since independence, We
thought that diversiticatiion or 'not putting all our eggs in one
basket! was a good strategy but no one expected all the baskets to..
fall crashing at the same time,

I am proud to say that despite the roof aaving in over our
heads we xemained committed to our structural adjustment programme,
The ecconomy hnts been on the recovary path since 1886 and by the

ond of 1988 gyoﬁth had accelerated to more than 8 per cent in real
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toims, » record not achieved since 1979, To some exteny the strong
zocovery vwas stimulated ﬁy g pick-up in world demand as well os [
hi-her commodity pricess 4 surplus in the Dbalance of payments on
cusrent nccount of more than US3245 Dillion or 8¢5 per cent of i
v ¢ recorded in 1587+ The ourrcnt‘aocountiof the Federal Govern—
vout . 1so showed a small surplus of about US$50pillion in11983, 2

full year chesd of projention.

thile 1908 was on excellent year for the Maléysian economy,
crnansion of the economy is expected to bLe susfained in 1989, when
GDT is expected fo achleve 7 por cent growth, Investmeﬁts, both
loczl and foreign, ore projeccted to remain stron Forelmm caopita
inflows have contlnued t® increase us coonomic fundamentals remsin
un-beat anilinfrnstructural facilities ond suppbrt services remain
cxcellent, Indicrtions nfe thot Malnysic will become increasingly
more attractive to foroign investors becouse of vorious positive

clements in her favour,

Admittedly thoAstrﬁctural adjuétmcnt process 1s by nomeans over,
“he process of transforming the economy from one that is highly
dependent on Govermment spending to one that relies more on privalbce
sector initiotive and entorprisewill nccessarily take time., 3ut
the stuge hoo been set for the private scctor to move ahead in tcoms .
of larser invostment:outlzys. Figseal policy is in place to ensurc
that the Govermment provides support to pfivate investment throush
Aedeouﬁto and efficient infrmstructure and attrkctlve 1ncent1vew,
winile the thrust of monetnry policy is towards preserv1n priec
gtability end creatlng a finoneial enviremment that is concuotlv

to entreprenocurship,

In order for Ma my31a to contlnue to grow and develop in +hc
Tuture we neecd not only 1ntorna1 dlSClUllno and 1n1tiat1ve but _
clso exturnhl mﬁrket Indeed vie all noed'external markets oY

more .ccurutely 1ntcrnatlon 1 traue in order to GTOW, partlculurlv

ssa 6/0



i the shrinkings interdependent workd of todaya

Ve are ot the moment trying tO“GSSHrQ ourselves that fho
unific tion ¢f the Eurdpean maikets will notlagfeCt'us adverscely,.
I+ muld be nice Af we hove to deal with only one tnifom set »f
rulcs when troding with Europe, possibly in ohe language. DJut
rowerful trading bloes have » way of dealing heavy~haondedly with
wenk troding partners, Recently one such bloc drew o list of 30
countries which hud committed some misdemeanour or othecr. HMolayslc
iez in this 'list, hoving obstructed import of £300,000 sterling
votth of app%os a years Ve have been worned thot we will be
punished 1f we do not mend our wayss Th.t that country itself ié
proctising oll the crdmes it is mdcusing others of is irxrrclevant,

In intemotionsl trade wealth wnd power is what sounts.

Consequently you must excuse us if we continuocusly horp on
the possiltility of Forxtress Burope resulting from the unification
of the European mnarkets.s Our fear is very rcal. Our market is

go small thot we will not be able to wetaliate in any way.

Tor many occnturics we were the captive markets of European
pocrse Now thot we have obediently aocgpted Buropean frce trade
principle and we hove lLenefitted a little from them, we find thot
the erstwhilc protagonists.aro intending to switch to close systanc.
lic nre forced to ask ourselves whether in fact there is no such
thin;: as neo~coloniclism or neo-~imperizlism, Tems like NICs ate
invented it ordexr to have an excuse to suppress growbth in a

developing ceconomy.

However, IL:-:dies und sentlemen, let us get away from thesc
depressing thouchts. Vhat i3 importmant tonisht is that with the

getting-up of Danl e wra's Representative Office in London,

M- laysia would bhe in o bettor positdion to monitoxr more closely
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ecconomle trends and developments so 2s to cnable us to adapt our
own strotemgles necordingly. As you have seon, the Malaysian
cconomy hos pgone throush o significont trﬁnsformationlover the last
throe decades in responsc to the changing needs in the worldd
cconomy and in respinse to technological advancement. Ve see

ourselves as a dynamic economy able to respond to these chungess

’ I understand that with the opoerotions of the London
Representative Office and the New York Represontative Office set
up in 1987, tho Central Bank is physically present in the intor-
nctional finoensial markets round the clock -~ on a 24~hour brsise
Apperently, centrnl bankers do not sleop! On my pué%, I am abdle
to sloep soundlyx these days, knowing that Bank Nepgara does not
slcep!

On thot notes, ladies and gentlemen, let me wish yom a

pleasant evening,

KUALA LUMPUR
28hb, Mei, 1989
Jam : 1,00 thg.
SZ/kmn
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