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Tan Sri Ahmad Sarji,

Presi dent of The Harvard C ub of WMl aysi a;

Excel | enci es;

Di sti ngui shed CGuests;

Ladi es and gentl enen.

It is indeed a pleasure for me to be here this evening.

I wish to express ny thanks to the Harvard C ub of Mal aysia
for inviting me to deliver this dinner address, the topic of
which is "Post 1990 -- Economic Policy of Mlaysia" which is
much di scussed of late. There have been cl ai ns that poten-
tial investors are postponing their strategic decisions to

i nvest here until such tine that the post-1990 econonic pol -
icy is unveiled in clearer terns.

Ladi es and GCentl enen,

2. Let nme say fromthe start that | cannot provide the ab-
solute clarity that certain quarters seek on the Post 1990
econom ¢ policy sinmply because we are still in the process
of formulating it. I do not want to say anything that wll
bi nd the Governnent or that will cause confusion in the pri-
vate sector as well as the Governnent machinery.

3. However | would like to explain the process we adopted
this time. Wien the New Econom c Policy (NEP) was fornu-

| ated 20 years ago there was i nadequate consultation, par-
ticularly with those who were opposed to or were inherently
critical of the Governnent. As a result the NEP cane under
heavy criticismand attack

4. The critics may think they know better but really they
were | ooking only fromtheir own narrow angle. The CGovern-
ment had to take everyone's needs into consideration. W
doubt ed whether the critics really know what it takes to
fornmul ate an economc policy that is acceptable to a nmjor-
ity, if not to everyone. Certainly we do not think that

they could agree on the political aspects of an econonic
policy in a nultiracial society where there was unequal eco-
nom c devel opnent.

5. It nust be renmenbered that the NEP was al nost the di-
rect result of the race riots in 1969 - a nmere 12 years af-
ter independence. It was therefore not just a solution to
an econom c problembut it was as much, if not nore, a sol-
ution to a serious political problem



6. Econom cs cannot be totally divorced frompolitics. It
was the extrene division between the rich and the poor that
led to the birth of socialist and conmuni st political theo-
ries. Today we know that socialismand communi sm have both
failed. But after the birth of socialismand conmmuni sm
capitalismtoo was forced to change in order to survive
The capitalismwe see today is but a shadow of its fornmer
sel f.

7. The extrene exploitation of man by man in the feuda

age and the early days of the industrial society, under at-
tack by socialists and communi sts, had to undergo drastic
nodi fications. A nore caring society resulted in the rights
of workers being recognised, the birth of an internedi ate

cl ass of people, and nore equitable opportunities. The ex-
trenme disparities between rich and poor in the pure capital-
ist society were drastically reduced. Certainly the
servant - master rel ati onship between workers and enpl oyers
was el i m nat ed.

8. Perhaps if absolute capitalismwas allowed to continue
econom ¢ growth woul d have been faster. But it could not
last. The extrene disparities of the pure capitalist system
woul d have resulted in political upheavals, and whatever
econom c gains fromit would be destroyed and destroyed com
pletely. The socialist and communi st revol utions were in
fact the reaction of societies of extrenme disparities which
capitalismcreated. As we have seen the pendul um swung from
extreme disparity to an attenpt at extrene equality. And
this attenpt at extreme equality is at the root of the fail-
ures of socialist and conmuni st societies in Russia, the
Eastern bl oc nations of Europe, China, the African continent
and the Latin Anerican states. Man may be born equal but
absol ute equality between man and man can only result in re-
duction to the | owest common factor, that is in poverty.

9. It is inmportant to remenber this historical background
in order to understand the Mal aysi an experinent at soci al
engi neering. Had Mal aysia opted for socialismor conmuni sm
the disparities within the nultiracial society of Ml aysia
woul d have been renoved but the econony woul d have been de-
stroyed. On the other hand if Ml aysia had ignored the dis-
parities and opted for unhindered econonmic growh it is nore
than likely that the kind of stability we enjoy now woul d
not be achieved. Instead the race riots of 1969 would be
repeat ed, and economc growth of the kind we have today
woul d have been inpossible to achieve.

10. One way or the other, there is a price to be paid. W
think that we pay a lower price with the soci o-economc en-
gi neering of the NEP against a very much higher price if we
ignore racial sensitivities and go exclusively for economc
gr owt h.

11. Still the Governnent feels that it does not have a no-
nopoly of wi sdom And so in order to formul ate the economc



policy of the nation after 1990 the Government has brought
an equal number of critics and supporters together under the
Nat i onal Economic Consultative Council (NECC) so that they
can formul ate by consensus the post-1990 policy. Consensus

i s necessary because we are trying to avoid being unfair to
any particular group. QG herw se the Governnment can fornu-
late the policy by itself, for the Governnent al so has con-
si der abl e support.

12. But as you know the DAP and the Chi nese educationists
opted out. They criticised the Governnment fornul ated NEP

but their opting out neans they have no formula which can
draw l ess or no criticismfromthe public. These people are
only good at criticising but are quite incapable of anything
positive or constructive. Wile they condemn the Gover nnment
for not listening to their views, it is obvious that they
are not prepared to listen to the views of others. Mich

less are they willing to adjust their demands in recognition
of the rights of others to make their demands. They seemto
claimthat they have a nonopoly of wi sdom By opting out
they feel they can be free to criticise and conderm what ever
t he NECC deci des and, of course, whatever the Governnent

will eventually formulate. They regard their own narrow
communal political objectives as nore inportant than na-
tional interest.

13. Since the NECC cannot achi eve a consensus, the Govern-
ment is not bound to accept all its recommendations. W are
back al nost to square one where the Government has to fornu-
| ate and devi se the economic policy after 1990 al nost by it-
sel f.

Ladi es and GCentl enen,

14. The NEP is an experinment in social engineering. \Wen

it was drafted we knew our goals -- poverty eradication and
the restructuring of society to renove the identification of
race with econom c functions. But we had no experience and
no nodels to fall back on in order to achieve these objec-
tives. W had already rejected socialismand comuni sm W
believe in a free market system which neans that we nust
submt to the constraints inposed by nmarket forces which
tend to increase disparities rather than reduce them W
had to accelerate the grow h of one segnent of the society
wi t hout causing a sense of deprivation of the other seg-
ments. It was altogether a tall order for a Governnent and
a bureaucracy which was, until only 12 years ago, a purely
adm ni strative set-up.

15. The pundits cannot be blamed if they predicted re-
gression for Mal aysia. W know now that the greatest socio-
engi neering projects, socialismand conmuni sm were even
then failing. Here was a set of amateurs tasked with the

i npl enent ati on of a nassive soci 0- engi neeri ng project.

16. It is no wonder that many of the things they did failed
and failed mserably. Since nationalisation was unaccept a-
ble, aws were passed for the restructuring of conpanies in



order to give bum puteras a stake. The Industrial Coordi-
nati on Act (I CA) was promul gated. Under its aegis the For-
eign Investment Committee (FIC) and the Capital Issues
Committee (C1C) were set up. State econom c devel opnent
corporations sprouted out in every state and they in turn
sprout ed hundreds of subsidiaries, joint-ventures and sub-
agenci es. Corporations of all kinds were formed -- from
heavy industries to bakeries. The PNB was set up to buy
shares and soneti nes buy whol e conpani es.

17. A lot of people who were strangers to busi ness suddenly
found thenselves running multi-mllion dollar trading conpa-
ni es, manufacturing conpani es and construction conpani es.

18. Givil servants unsure of what to do yet anxious to

achi eve the objectives of the NEP soneti nes becane overzeal -
ous. They and the Government were not hel ped by the
bum put eras and non-bum put eras maki ng use of the NEP for
their own selfish purpose. Thus bum put eras obtai ned
licences and permts and shares which they pronptly sold to
t he non-bum put eras. And non-bum put eras abetted them by
buyi ng licences, by using bum puteras as fronts. In nost
cases bum puteras were not given first-hand experience and
know edge of business managenent. They were urged to get
the Iicences and forget about using them In many cases al
the bum puteras |learnt was how to use their status to get
nore and nore |icences.

19. dearly many sins were committed in the name of the NEP
both by the bum puteras and the non-bum puteras. Ml aysi a
shoul d really stagnate or regress because of the NEP, the
way the socialist and conmuni st countries regressed.

20. But did Ml aysia regress? The answer is a resoundi ng
no. Economic growh actually accelerated with the NEP. The
growmh in the 1970s averaged 7 to 8% In the 80s after a
short period of recession caused not by the NEP but by
wor | dwi de depression, the econony recovered and went on to
record 8% growt h.

21. To-day Malaysia is placed 5th anong the devel opi ng
econom es. Only 4 out of over 130 countries throughout the
devel opi ng worl d are ahead of us.

22. The Mal aysi an econony i s boom ng now. |nvestors are
com ng in droves. Even locals, grunbling all the tine at
t he unfairness of NEP, are investing nore and maki ng hun-
dreds of mllions of dollars in profits.

23. The small nen are doing well too. The number of res-
taurants, big and small, have increased and are well
patroni sed. Private cars jamed the streets. Luxury

bouti ques abound. Mre Ml aysians are travelling all over
the world. Domestic tourismis big business. Crowds throng
t he nunerous shoppi ng conpl exes. New Years and ot her holi -
days and festivals are | avishly cel ebrat ed.



24. The fact is that the NEP has not been a hindrance to
econom c growth. Countries wi thout the NEP have not

achi eved what Ml aysia has achi eved. Countries w th honoge-
neous popul ations are not better off than multiracial

Mal aysi a.

25. In a recent article in Tinme Magazine, a journal not
noted for being very kind to Mal aysia, Jay Branegan wote of
this country under the heading " A Wrking Racial Bias".
Apparently even the supervisors of international nora

behavi our are admitting that Malaysia's NEP work. Wth a
growm h of nmore than 8% 20 years of stability, and relative
raci al harnony, few critics can say otherwi se that is, of
course, if they are willing to face facts.

26. But where do we go fromhere. Should we continue with
the NEP since it has not been so detrinental to Malaysia's
econom c growh and political stability. O should we put a
stop to it? Should we say enough?

27. Mal aysia is an econom ¢ success but everyone knows t hat
the NEP has not achieved the arbitrary target that was set
by the nation. Thus bum puteras, by any nmeasure, are stil
very far behind the other communities. Though their com
plaints are nore limted, and this is because they feel they
have a Governnment that will | ook after their interest, they
are definitely still unhappy with their lot. They still see
no egalitarian society in which they get their share of the
good things of life. Wth this in mnd it would be foolish
to say that there is no | onger a need for some socio-
econom ¢ engi neeri ng.

Ladi es and GCentl enen,

28. Malaysia is a rich country. There is plenty for every-
one. Gving the bum puteras a share has not done absol ute
damage to the econony or to the prosperity of the other com
muni ties. Let us therefore begin by admtting that we stil
have to design a policy that will further reduce the ra-
cially related disparities in our society.

29. First let us examne the failures of the NEP so that we
will not repeat them The thrust of the NEP was weal th
sharing. It was sinply assuned that if you give the

bum puteras a 30% share of the wealth then restructuring
woul d have been achi eved. And so the bum puteras were sold
shares equal to 30% of the total share holdings -- or at

| east this was attenpted.

30. But possession of wealth without the ability to manage
wealth will not nake for a permanent or stable solution to
the problemof racial inequity. As the famous sayi ng goes
"A fool and his noney is soon parted". Anyone who is not
able to manage his wealth is soon nmade poor

31. Thus when the NEP put wealth into bum putera hands
without first training themin the managenment of wealth, the
result is a foregone conclusion. Wthout the Governnent



control | ed agenci es such as the PNB and Pernas, the NEP
woul d not have achi eved the 19% bum putera equity but proba-
bly only 4% Gven tinme that 4%too could di sappear as the
bum put eras dissipate their assets.

32. Therefore nore inportant than the nere distribution of
shares and other forms of assets is the training in ethics
and managenent. |If any kind of social engineering policy is
to be devised, then that policy nust |lay strong enphasis on
et hi cal and nanagenent trai ning.

33. The CGovernnent has already started by including in the
school curriculuma subject called "living skills" to pre-
pare Mal aysians to adapt to an industrialized society in a
free market system Know edge of managenent is being taught
ininstitutions Iike the ITMand the universities. The
Universiti U ara Ml aysia has been specially dedicated to
managenent. Hopefully the bum puteras will learn the

rudi ments of managenment in these institutions. They nust
not make the mistake that with their degrees or dipl omas

t hey have becone fully qualified managers. It takes nore

t han book-1earning to beconme nmanagers.

34. But the private sector especially the non-bum putera
private sector nust play their part too. They nust take
pains to train their bum putera partners and executives in
the art and science of managenent. The bum puteras mnust

have their managenment skills upgraded by precept and by ex-
anpl e. They nust accept the risks involved in business, the
need to control spending and the appreciation that for every
cent spent they nust earn a return comensurate with the ex-
pendi t ure.

35. Non-bum puteras should not use their bum putera part-
ners as fronts, useful only in interacting with Governnent
officials, getting licences and permts.

36. The bum puteras for their part nust learn that there is
no easy way of getting rich quick. If you do not earn your

nmoney, it is not going to stay long with you. And restruc-

turing is not intended to be a transient thing. It must be

somet hi ng dur abl e.

37. Ethics is inportant. Wealth tends to corrupt, partic-
ularly easy wealth. W need to have sone ethical code for
bum puteras as for others. Far too many bum puteras have
succunbed to the corrupting influence of easy noney. They
shoul d becone weal thy but they should be made to earn every
cent of it. The non-bum puteras should not help in the cor-
ruption process and the bum puteras nust learn to resist the
corruption of easy wealth.

38. What we want really is not 30% of the wealth of this
country for the bum puteras but 30% of Mal aysi an nanagers
and entrepreneurs to be highly skilled and ethica

bum puteras. Wth this percentage bum puteras can acquire
the wealth and retain it with miniml help fromthe CGovern-



ment .

39. The actual policy after 1990 cannot be spelled out with
clarity tonight. It cannot, sinply because we have not for-
mul ated it. But the Barisan Nasional Governnent has a track
record. W& have inplenented the NEP wi t hout destroying the
Mal aysi an econony. W floundered around at first but even
then the effect was mininmal. Wth the years we becane

wi ser. W nodified our approach and we altered or stopped

t he nore danmagi ng operations. Faced with a recession, we
responded wi th policies which helped with recovery yet wth-
out abandoni ng the NEP

40. W are quite adept. One thing that | can assure you is

that we are not going to destroy the econony because of any
i deol ogi cal comm tnent. We do have some experience and

i deas about how to reduce racial disparities and eradicate

poverty w thout upsetting econonic grow h.

41. For a long tinme Malaysia is going to need foreign in-
vest ment and technol ogi cal know how. We are not going to do
anything to scare away foreign investors. Their investnents
will be safe here in Ml aysia, at |least for as long as the
Bari san Nasional remains in power. W have shown that we
can be quite liberal and receptive to ideas.

42. Local investors too need have no fear. The |evel of

| ocal investnent during the NEP period is quite high. W
were willing to listen and to make adjustnments. The | CA was
nodified in order to accommodate | ocal businessnen. If we
go by the nunber of |ocal conpanies and their performances,
I do not think anyone can truly claimthat the NEP is the
bane of the local investor. As a matter of fact by conply-
ing with the NEP, the |l ocal non-bum putera entrepreneurs
have done extrenely well. The old fam |y conpani es have now
given way to the limted public conmpanies and bum putera
capital is not sonething difficult to rai se when conpani es
are |listed.

43. Any new policy the Governnent fornulates will take into
consi deration the need to get the support of the |ocal busi-
nessmen and entrepreneurs. They and the foreign investors
are the geese that lay the golden eggs. W are not about to
sl aughter them

44. The Bari san Nasional Governnent is dedicated to a rapid
econom ¢ devel opnent of Mal aysia. W have shown that we

care for economc growmh. W do want wealth distribution

and bum putera participation in managenent. We do want the
bum puteras to catch up and have their share. But it would
be meani ngl ess and a contradiction to destroy the econony in
order to give themtheir share. It will be sharing nothing
W will therefore ensure that the economic growh is sus-
tained while we attend to the twin objectives of poverty
eradi cation and restructuring.

45. W& are not in a hurry. W want the bum putera share to



be lasting and to grow on its own accord, even when no nore
help is given by the Governnment. It is a tall order. But
we think we can do it w thout too nuch disruption

Ladi es and gentl enen,

46. | have tried to describe the weaknesses in the inple-
nmentation of the NEP and how we think we can correct them

| have pointed out the need to upgrade bum putera nanagenent
skills and ethical standards. Any new policy nust reflect
the appreciation of these inportant factors. W will not
force the pace but the non-bum puteras and the foreign in-
vestors will be doing thensel ves a good turn by hel ping the
bum put eras achieve their goals early. The sooner we

achi eve our goals the sooner will the need for special

treat nent cease

47. 1t is inportant to remenber always that there will be a
price to pay, one way or the other. W think the price will
be much lower if everyone accepts the need for socio-
econom ¢ engi neering and hel ps to make a success of the
proj ect .

48. 1991 will not bring a catastrophe. The Government wil|
not alllow any radical changes to take place that will de-
stroy all that the Governnent had carefully planned and
achieved. W& are not about to beconme suddenly irresponsible
and indul ge in sone hare-brained scheme. That nuch | can
assure you. The economc policy after 1990 will not involve
any fancy foot-work. It will be a well-thought-out plan to
achi eve economic growth with equity.

49. | amafraid that at this point in tine | cannot be any
cl earer about the post 1990 economic policy. But | have
sai d enough for everyone to make an assessnent of the kind
of attitudes and approaches the Governnent will nake. W
have lived with the NEP for twenty years. |If Ml aysi an per-
formance is anything to go by, the NEP is not too damagi ng.
It irks a few peopl e because they could not get what they
want. But if they reflect they nust admt that even without
the NEP not everyone will get what they want. The

bum puteras too did not get all that they wanted during the
NEP peri od.

50. If in this country, the locals and the foreign inves-
tors could live with the NEP for twenty years, they surely
can live with any policy that this Governnment will devise
for the post 1990 period. | say this Governnment, this

Bari san Nasi onal CGovernnent deliberately, because you know
this Governnent and you know its pragmati smand its record.

51. W& care for this country. W want this nation and its
people to prosper. W want to share prosperity. CGetting
30% of an i nmpoverished econony will be neaningless to the
bum puteras. They are as much committed to econom c growth
as everybody el se, as is the CGovernnent.

52. So even if | cannot spell out tonight the exact details



of the economic policy in the post 1990 period, there is no
reason for anyone to worry. If anyone is hesitating to in-
vest in Malaysia, he is wasting his tinme and probably m ss-
ing his opportunity. The economic policy that we will adopt
in order to eradicate poverty and to bring the bum puteras
into the mai nstream of the nation's econony will be as well
t hought -out, as positive, if not nore so than the present
NEP, the policy that has resulted in 8% average growh for
Mal aysi a and has put it anong the top half dozen countries
of the devel opi ng worl d.

Thank you.



	THE DINNER OF THE HARVARD CLUB OF MALAYSIA (22/08/1990)

