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AT 9.00 A.M.

I am plessed to be here this mqrning to officiate the
openihg of the Tenth Convention of the Mslaysian Economic
Association. The theme .of this vear's | Cocnvention:
"Malaysian lEconomy Beyond 19905_ Arnn International and
Domestic Ferspective” is both timely and topical. Much has
been discussed' in the media on this subject, and it has
become, in recént months, & prime preoccupation of the

Government, the private sector and other interested groups.

2. As we approach the“decéde,of the nineties, we have,
perforce, to bring slong Qith us a chaln of economic events °
which"will influence what and.how we do things tomorrow. On
the 1nternational front, the catastrophe of the global

debt crisis; collapse of commodity prices and worldwide



-2 -

recession in the early years of the 1980s, and then zgain in
the mid-1980s, has catapulted industrial and develeping
countries alike iIinto situations wherein basic economic
adjustments must be made in order to survive. Likewise, the
floating exchange rates have provided opportunities for the
powerful nations to regulate their own znd the economies of
other nations through the group of Seven. In terms of
economlic growth 1tself, the major industrial countries were
very divergent in their output performznce at the beginning
of the 1980s. While North America was st;hggling with
negative growth, Japan was forging ahead with real GNP
growth of well over #%; Western Europe ranked roughly
in-between. Today, the differentiazls in growth rates
have narrowed significantly. Japan continues to grow far
more strongly &t around 5%, but at least the United States
and Europe are not trailing too far behind with their 3 to
4% rates of expansion. All this 4is helping to restore
greater balence in the tradeb positions of the -OECD
countries, which to some degree contribute towards greater

stability in the international environment.

3. But a disturbing trend 1is the assumption by the
advanced industrisl nations, the new Seven Sisters, of the
role of regulators of thev world's economy. Within the
developed countries themselves, interest groups are forming
effective Dblockades against imports of palm o0il from
déveloping éoﬁntries for example. On = broader scale,

regional trading blocs are also rapidly emerging. In North
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avrica, we have the free-trade pact between Canada and thQ
inited States. By 1992, 2 possible "Fortress Europe" s
marge when the EEC forms a2 single European economic mark:ft
rolstered by some form of financizl union. And Easter-
Furope might very well take a leaf from fheir westzrn
nzighbours and form another FEuropean economic bloc. This
~end towards polarisation will have far-reaching
implications on economic behaviour worldwide, and may effect
tne economic survival of some.
-

There 1s also a proposal for some form of cooperatiocn
~mong countries of the Facific Rim. Nebulous at the moment,
1% has nevertheless evoked =z sharp reaction from ths
Zuropeans, who warned that they will not tolerate th-
formation of a trading bloc in the East. It would seem th-*
¢veryone 1is jitfery about everyone else, 2nd everyone -
Genying that their particular bloc would become an econonic
Tortress. Still, the question must be asked; why are thress
countries coming together to form richer and more powerful
conomic entities? Is it to heip the world or to heir
themselves? When the 7Turopean countries formed the EEC, =
1ot of countries lost thelr traditional markets for wool.
Sutton, beef, food grainrs and sugar. Can we believe the
nrotestations of all thesevspokesmen? |

Let me now ﬁurn to [ ssues closer to home. 1990 will
vvrk sn important watershéd in Mzlaysian history. By the

#md of next yeer, we wculd have completed the 20-yerr
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utline Perspective Plan (OPP). This is = time for taking
-+0ck of our achievements and failures, =znd to set now
adlrections for the decade shead. It is precisely for this
r2ason that the National Economic Consultative Council
{37T0C) was established to provide an avenue for Malaysiang
rom 211 walks of life to contribute to nation building; to
a.vise & unity of purpose in the thrust of policy directions
+ ter  1990. Suppiementing this forum @are a host of
spontaneous conferences, semlnars and dialogues,
w2ry much 1like this one, organised to refine ideas =nd
contrlbute towards consensus making in an oggn positive way.
Cbviously the Government cannot incorporate everyone's
1dsas. But 1t will be better sble to Judge what and what
not to do. On my part, I would like to share with ycu
today, my own thoughts on some of the major challenges th=zt
“ie ahead and on what needs to be done to ensure continued
~rowth and prosperity fer all Melaysians.

£, Without a doubt, *he decade of the 1990s will herald =
3w era for the Malays:an economy, with new chazllenges #nd
oruortunities aplénty. The Mid-Term Review of the Fift.
rilaysia Plan reckons thet the economy will continue to grow
strongly in 1989-90§ after a surge in growth of close to 3%
in 1988. Latest indicato:s suggest that this growth trend
“'n be sustalned, =2t leatt ui1til the ezrly yéérs of the
£5%90s. Our optimiém on th: 1930s is fbunded on our current

~=rformance.



7. The current economic expansion has remained well on
crack and market confidence has since improved furthasr,
emand for goods and services are robust, and reasonsilie
~.ins in employmeat and ouﬁput have pushed levels o
“rsource utilisation'higher than we had expected. Furthzr,
vrere are signs that the unemployment rate hes begun to fail
th.ough at a pace slower thaﬁ we would have  1liked. ‘he
rrowth of the manufacturing sector continues to be sustainec
vt double digit rates; indeed, the average manufacturins
c¢ipaclity utilisation rate has risen to leve®s which we hav:

sot seen since the early 1980s,.

It 1s well worth remembering at this stage thi*

e

s.though recession bréught numerous economic problemz,
redeeming feature is the low inflation rate of roughly 19%.
“he obviousrreason was low demand for goods and services
dow that growth has returned we are seeing higher inflation
rigures. Demand 1is clearly on the up-trend as affluence
voosts the market for local as well 28 Imported goods. Wags
lsmands will push up the inflation figures further. UWe have
cholce of either keeping inTlation low by continuing to
r-strain demands or if we prefer to enjoy an affluent
life-style then we must acceﬁt higher inflation. Whatever
~oppens we must never allow DurselVes to be trapped ir
vage-price spiral. If we egrn more elther as wages cr
profits we must save some at east in order to finance rnew.

investments. This way growth will not be invariasbl-

=ccompanied by the kind of high inflation rates which will
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~nder our improved earnings meaningless. Here i1t is no%
11y the Government which must be prudent, the people as

vole must develop a2 culture compatible with steady ond

..stainsd prosperity.

Looking beyond the first half of 1990, the outlook
could still  remain  buoyant, so long as the maior worlid
conomic blocs do not turn too unfriéndly, and try to
r=solve thelr eccnomic and political problems by taking it
~ut of the developing economies. The a;%ievement of the
01 of balanced expansion and low inflation should still, he
rrssible. Towards this end, you can expsct public policy in
059 to be supporti?e of continued stable growth. TFinzncisl
2nd regulatory measures will'be taken to reduce the rate of
‘flation while the focus of Government expenditure will be
ci: the provision of Infrastructure needs of an expanding
sronomy. We will need to 3stablish =n envircnment in which
1xpsctations of price changes in the Consumer Frice Index or
~ LI are small enough =2nd gradual enough that they do nct
myoerially influende the: pricing decisions ofventerprises.
'Hé pfocess of preventing unreasonzble growth in (TI
v=oulres some degres of publie understanding of the role
tnzy must play in keerding demand in line with potentisl
Tctal supply. It 1s & “azllacy to think that taxes and
=ulations by the Goverament alone can do this. If there
& demand the private se¢ector can =zlways get around any

rzgulation.



10. While the economic prospects will remain good, we
should not =llow ocurselves to be lulled into & false sens.
of complacency. For one thing, these forscasts are premised
on ”éoft—landing” scenario for the world sconomy, with the
nezjor industrinl economies 2cting with responsibility to
reduce thelr fiscal =znd trade imbalnnces, and effectively
ce-ordinating thelr macro-economic policies to svoid another
bout of recession or inflation, or both. These things are
beyond our control. But, what is withirn our influence is
how Mzlaysian entrepreneurs identify ond sei»e a growing
share of the ever incressing size of world trade over the

next few years.

11, Notwithstanding the increasing polarisation of . the
world into major economic blocs dominzted by the big pewers,
the_opportunities that exist for profitable ventures in both
exports and domestic value-added industries can still be
tremendous. The EEC's single European market by 1992
wlll afford a barrier-free market of 320-million people.
Thls assumes, of course, that the EEC is not bent on tearing
down internal trade barriers only to build them externally
against outside competitors. To guerd against being shut
out of a‘ possible "Fortress" Europe, we should start to
build our bridgss =nd reinforce our =llisnces now. Here, I
=m thinking specificslly of promoting vigorous cross-flows
of investments. We will need to redouble our. efforts to
foster the flow of European direct investment in our

ménufacturing snd tourism sectors. European investors must



bc persusded to produce here for their own markets., Ang
should opportunities arise, I would also encourage our own
entrspreneurs to set up vlants or buy into enterprises in
Europs= and elsewhare abroad, =lso with the purpose of
goining » viable fobthold in these mirkets and benefitins
from their policisas. We have to be » falrly significant
forcz 1in the economic life of Americs and Eurobe, while
assiduously strengthening our ties in the East. To do 21l
these we must have o global outlook snd ws must put in place
the necessary economic foundastions of our count?&.

M

7. We have to bg reslistic. Bzfore any FEuropean or

e

',Jo

Aixrican investors would want to set up their plants in

Masysin, or for that matter, bvefore the Japanese, the
KoTY-ng  and the Taiwinese can be convinced to relocate their
Proc¢:tion bases heras, they will want to see political =2nd

fin2l{sl stability, @good  infrastructure, productive

labou. and 1living conditions of = reasonably hig}

<

standar,  Indeesd, events in China lately clearly emphasise
the Ting importance of political stability in &
arithmel, of potential investors. If what I have ju
L]

enumerat. represents = checklist of the conditlons
Internatlel competitiveness, then Malaysia should meas 2
up well. "n fact, 2 recently published report by i€
Geneva~-base World Economic Forum on international busi ss
competitiverys ronks  Malaysiz  rather high  in Jhe
Asia-Pacific spion. Malazysia received good ratings fo low

inflation, resonnble domestic investment, administriive



decentralisation and commitment to improving its
infrastructure. Furthérmore, the recently combleted
Avrticle - IV IMFE Consultations Mission  gave us the
distinct credit for, and I quote, "effective economic
management”. It ends its concluding remarks by saying that

fheir "discussions ..... have given them full confidence

that this will be equally true in the future”.

- 13. HoweVer,. global competitiveness is a”;very dynamic
phenomenon. It goes beyond merely having natural resources,
skilled labour, amplie domestic capltal, good infrastructure
and political stability. More important is how GoVernment,
business and labour cooperate and coordinate their efforts
towerds promoting the national cost advanﬁage.
Confrontation as = solution to the problem of human relation
has been proven to be not only ineffective but actually'
destructive. The idea that only a show of strength can win
for 1lsbour Dbettsr compensation is outmoded. Wages in
countries where suéh an approach is not possible héve fisen
far higher than in countries whers iabour unions are
powerful, it is. dmperative that = new modus vivendi be
developed between labour and management. Government ,toé
must play =2 positive role 1n 2 triumvirate dedicated to
national development in the ‘interest of all the three.
Labour-management councils within companies must be set up
tasked not only with workérs' welfare but the well-being of

the wheole organisation. It must always be remembered that



sn organisation that fails can bring no bensfit to labour or

to &nyone elise.

14, We are doing wsll today more bectuse *he depreciation

ding

]

of the ringgit ag&inst' the currencies of our tr
pertners has made our pfoducts compstitive. Had the ringgit
remained as strong ws it was it is unlikely that we will
export =s much 2s we do now, in terms of volume as well as
earnings. Fortunztely the depreciation of the ringgit has
not affected our people too badly. This is because our
inflation rate was low especially during the recession.
Exchange rate changes are irrelevant <s long 2s we can buy
the same emount of goods wlth the sams ﬁmount'of money .
Unfortunately the very prosperity brought azbout by the
ringgit’s competitiveness will make its effective
devaluation felt by the people. With =ffluence we will
want fto. buy more of imported goods =2nd we =re going %o
find that in terms of ringgit these goods ard very expensive
indeed. Now we =re gding to feel the effect of the exchange
r:te and imported inflation. The only wny out is to be more
productive, the only true solution fo remaining competitive.r

We cannot rely on our weak ringgit forever.

15. Now a word =bout the Newly Industri;lising Countriess
or the Newly. Industrialising Economiss, or the 1little

dragons and thé little tigefs. It would seem that éoﬁe of
us would like to be‘conferred with these titles inventéd and

spread by the westsrn media.
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When the term NIC was first used by the medlis it was

T v

zgarded as complimentary. It was litarally a pat on the

© . ck for under-developed countries which had managed to drag

" nemselves up by their bootstraps. Predictably m:xy.
;suntries would like to be so categorised -- it is good for

2 natlonal ego.

7. But the group of 7 rich countries soon latched on tc

tinis term to put & brake to these 'Johnny come lately'. Ry

wiaztever means possible the developing cdﬁntries must b
nrevented from becoming developed. Japan had caught them
voaware. It became developed while the developed countries
sre 8111 thinking about peonle who could only'say "Ah-so'.
h=y, the developed countries, were not going to let

-ayone else catch them nappling again.

And so countrles were categorised as NIC and had their
2UF privileges withdrawn, export qudtas imposed, currencies
- valued upwards =nd their so-called 'human rights' records
Zsrutinised and invariably found wanting. 'Exploitation' of

1xbour was 'discovered' and ‘exposed'. Even the bturden of

h-lping other developing countries was pressed upon thess

TCs.
o The effect 1s to stunt the growth of these countries by
reducing their competitiveness and access to markets. The
chrnces are that these countries will languish in

wha2ir NIC status and never become fully developed.



N, Of course, Malaysia will one dzy re=ch the stage of
izvelopment of the so-called NIC. We cannot very well stor
~rowth just before that. In any case even beforé we roLo
.nywhere near this stage of'development’what is thers tou
~r2vent the rich countries from lowering the net o
<tching us. Presently US$7,000 per cepita is éupposed to
. the cut-off point. But already some magazines have szil
*hat with US$3,000 per capita, a country éhould already b
classified as an NIC. And with that 211 the pressures will

22 brought to benr. *

21. The question 1s why should there be this intermediztsz
3l%s§ification, this categorisation as NIC? Wheﬁ the ricn
countries were on thelr way up d4id anyone call them NIC and
then put obstacles in their way? What right have the rich
T arbitrarily take cction 2gainst any country whichv i
orogressing well? Who gave tﬁem,the mandate? is there som=s
international law or consensus that the rich sre required oo

* - force?

2. The rich western liberals 2lways télk 2bout democracy.
JLey are always saYing that developling countries are not
a=mocratic. What is  democretic sbout thelr oarbitrary
Jecision te cotegorise other countries »wnd take actico
sadinst them? Were these countriesrgiven 8 proper héaring?

“ho determlines the criteria?
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23. We do not want to be an NIC becguse we think ther«
should g no ’'such term. There should be no suc
categorisation -nd there should be no such discriminationu
W2 d¢ not need the title. Every country should be fresz to
grow aconomiczally 7snd be =s rich s the richest or richer

<
e

[

till. Ter so long #s there is no unfoir trading practices

countries should be left zlone to develop.

24, Already Maloysis has been invited to conferences of the
- -

NIC's, the near NIC's =znd the developsd countries. We have

refused to attend. We see in this =an ottzmpt to categorise

us 2nd to penzlise us for our economic porformance. We see

in the NIC & ruse to stifle our prograss.,

25. The problem is that many Malaysians are very anxious to
be czlled =n NIC. If we accept the 1l2bel then we mnmust
accept the stricturzs that go with it. Why zre we doing

this to ourselves? ' ’ .

26. <Can I call upon fellow Mzlaysisns to refuse the label
NIC. We s&re interestéd in growing but they can keep the
title and what goss with it.

27. We are goirg *o protest =bout the'unfairness of this
categorisation os WNIC. It is bad enough that in the process
of solving thesir trading problems with Jazpan they have

doubled our foreign loans. Now they ore trying'to Justify
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it
t

futurs discrimination which would retard our growth =and

condemn us to being less developed than we ore capabls of,

28. I hope I have made myself clear =nd helped reduce the
misunderstanding caused by my statement the other day. I

is not that we do rnot want sconomic growth sny mere. It is

jJust that we do not like categorisstions ond lasbels aimed at

limiting our future growth.
| -

29. Allow me now to venture a2 little into the issue of the
NEP, # subject which is, I am surs, of particular interest
to 211 of you, espscially =ss 1960 =pproaches. There nra
critles who denounce the NEP as & foilure and hold it
rzsponslble for 211 sorts of problems =znd difficulties
foced by the country in recent years, For reasons best
known only to themselves, these peoplé h@ve chosen to ignorse
the very substantisl zchlevements brought zbout by the NEF

in reducing poverty and correcting imbalzsnces between the

§d

races., Within = short span of less than 20 years the NET
has succeeded in bringing down the incidence cf poverty fron
nearly 50% of 21l households in 1970 to less than 20% by
1988, Grented, much more needs to be done to free the
remaining 650,000 poor households from the grips-of péverty.
But, it must be recognised that important progress has been
achieved, and this will pravide us with ¢ strong and sclid
foundation on which to ensure significant progreés in the

future.
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At the same time, there 2re those who contend that tnc
AEF has come close enough to achieving its objectives =nd.
?ﬁeréfore, there 1s no more need for it. We have repeated.iy .
_ntioned the importsnt role of political staﬁility g
romoting economic growth. The fact is that it 1is the UET
wnich has made political stability possible after the reoc:
s10ts of 1969. Such was the stability during the period of
tne NEP that actually economic growth is higher during the
4P years than before the NEF was formulated.
‘-
1. In Malaysia it would be fatal to ighore the economic
Jlsparities between the races and consequently ﬁo do nothing
correct these imbalances.’ Because we are stable now it
.5 238y to think thet the stability 1is unrelated to ths
TIE, The suggestions to drop the NEP altogether is the
-»sult of this kind of shallow thinking. We have sachievad
.17 66% of the 30% target for weaith distribution to thsz
huamlputeras under the NEP. The =xpectations of the
yomiputeras have noﬁ beer. fulfilled. They may be at fault
emselves but other facters outside their control were zlsc

s.sponsible. It would be a mistake to dismiss their

verceptions as dirrelevant to the future prosperity of this

country.

One of the reasons for th: partial fallure of the NET
s 1ts use as & convenience 28nd not as a policy. Both
oiiputeras and non-bumiputeras regard the NEP. not =2s  =n

“attrument  of  social and eccanomic engineering but ss



v ns to get rich quick. Thus while the bumiputefas inveked
th2 NEP in order to-get licences and coﬁtracts from thr:
~overnment for themselves, thelr participation stoppeld
teoare, The licences were so0ld to non-bumiputeras =znd ¢

rzre the contracts. Having received a2 return on this ascle

cney had nothing more to do with the actual busirss:z.

1%

~nstead, they would demand for more licences and mor:

4

scntracts.,

L4 [
>3+ The non-bumiputeras for their part were only too hapny {
tc be freed from bumlputera active participation once the
licences or the contrscts were obtained. They were happy
nerely to use bumiputera names and front men whose role wers
v=ry limited. -

i, It is true that there were bumiputeras who sctivelr
irzrticipated but these were the exception rather than *+ho
vvlia, The net résult is a cdntinuing serious weakness among
“he bumiputeras in  business, particularly in prof=ct
implementation and management. Their poor performances hav:
c.ased massive losses to the Covernment brought about &y
d:lays and somet:mes total feilures to carry out contrscicz
“nd other commitrents. Arter nearly 20 years of the HET
they have neither credibtility nor zcceptance even anone
‘0~her bumiputeras. Tte private sector shun them. The
ralth  that some of ttr.em acquiraed énd which many flaunt

vanished under the slizntest threat. Ths recent recession
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made nearly all .of them bankrubt and those that are not sre

hezvily in debt.

35, The HNEP hss been interpreted by both the»bumiputeraa
and the non-bumiputeras 2s an exercise in pure wezltl
distribution. BEut wezlth in the hands of those unable tc
manage it does not last. The more important thing is the
build up of mansgement skill in business. = With management
skill even limited we2lth can be mede to last and to grow.
Without it wealth is soort dissipated. This if;qmmi happened

with bumiputere individuals during the NEF.

36, If w2 are going to sélve the disﬁarity problems in the
future, both bumipdteras,and non-bumiﬁuter&s must help ir
making bumiputeraé bétter_businessmen. The bumiputeras must
participate 2nd the nonabumiputeras must insist that they.
the bumiputeras, participate.meaningfullyuin the management

£

of companies and projects Iafter they have obtained tre
licences or the contracts. Indeed, even if they dc not get
the Government contracts or licences for the companiés éhc*
should be employved ana put. . to work to contribhtq-

mesningfully to their keep.

37. The Government too wil; insiét ori- 2vidence that
bumiputeras Lre making‘ knowledgeable snd positivé
contributions Dbefore ha2lping tham with ‘licences and
contracts. It is not necessary for bumiputeras to'harp on

being 100% bumiputeras. Even 1if they make up only
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minority in » business but their contribution is positive,

the Government will look with favour.

38. While the goal of the 30% shure of the economy for
bumiputeras is importznt, it 1s much mor: important for them
to have the skill to mznage their new we@lth. Thisz to my
mind, is the =srea that 21l must focus on in the post 1390
period.
‘ -

39. Restructuring is premised on growth, and growth must
depend on a dynamic private sector. The Government has
provided the ns&cesszry preconditions snd. stimuli; and will
continué to do so. Much of what is nzcessary is alrezdy in
pluce but the size of private investment needed snnually is
mgssive. This vesr's expenditure on private investment will
reach $17.5 billion of which $4.4 billion or 25% represent
investment 1in the mnanufacturing sector. i This~ aﬁnﬁal
flow of mnew fixed private capital spending will need ﬁo
grow, consistent with GNF growth. Our.priority must be to
sec to it that such flows do in fact trke plzce in the fdrm
of both foreign and domestic investment outlays. Inless we
succeed, our economic éake wiil not grow sufficiently to
make restructuring significaﬁt; It is importaﬁt that the
objective to restructure society must be seen in the right

context.

40. It is with +this 1in mind that the Government has

introduced various mezsures to liberslise ~nd deregulate its
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nanagement of the scouomy. WwWe oim So create an attractive
vestment climate. Alreacdy the results are palpabl

“here is now o big surge in the number of applications :rom

oreign and iocal inveasteors to expand thelr capacity =nd to

rovest thelr capital into new ojeccts agpecizll in thz
3

nufscturing sector.

~i. At this juncturs. it is rather premature to talk zbous
rthe eract form cnd subsitance of 2 successor to the NEPR.

such an important docision affecting the® future of

-
},—l

irloysians will, of necessity, take time. Consensus making
1% never easgy. We wmust 211 bs ready to contribute as mnmuch:
131 pessible in order to draw atitention %o our needs. Ly
tr.tegrated and balanced cconemic policy after 1990 is still

0SS ible.

2. The post 1990 economic poiicy will continue to

4]
=
Cf)
3
(]

da

Lasb o private  dnitistive can firmly assume the role of ths
winelpal engine of  growch 1vow  that the role of ‘o
Tovernment will hre downgradad. This will mean that the
10Vernment willi continue to adcpt o liberal approach iw
implementing its devslooment DOlL”lep and particulsrly its
volicies on equity ownership; 1 belisve that this spproach
will enable the ecornomy to génerace the growth in emplcyment
nd incomes that ars so eééensial towards achieving the
soyectives  of reducing poverty and restructuring the
socliety. The size of the culle muss be made to grow bigger

~2.d bigger so that ws have more to distribute. Our ultimate



imetive remsins the fostering of national unity throucgh |

~lanced and dynemic growth.

w5 8t111, it will be unreaiistic to rely entirely on th.
wurket mechanism as the sole avenue for redressing tho
socinal dinequalities in thé szconomy. A certain degres of
“svernment intervention will continue to be necessary to
denl with thes2 problems. The Government will therefore
intervene where necsssary by using its resources to 2ssist
she less Tfortunate sections of the societxa in particulszr
~bhz poverty groups. Indeed, we will need to hedge cgninst

L iy

s vagaries of market forces with soms. compassion und
sumanity. The future of multi-racial harmony =nd nationsl
veity  in this country will still depend much on  tho

Tovernment's role in creating =2 "caring soclety™. Hnouck

i..re to protect the rights of the wesk without depriving th.

e

~isk takers of thezir earnings, his to be upheld.

. On that note, I wish you =very succéss in wyour
dzliberations #nd look forward to sharing your new ideas and
~..s8ights, and to recelving your suggestions towards the
formulgtion of the nasiongl agenda for 1990 sand beyond. I

row hzve great pleasure in declaring open the Tenth Annucl

tonvention of the Male;rsian Economic Associstion.

KUALA LUMPUR
Thb, Ogos. 1989
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