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Di sti ngui shed CGuests;

Ladi es and GCentl enen,

I amvery glad of this opportunity to address the dis-

ti ngui shed nenbers of the Asia Society in New York espe-
cially as it enables me to explain a little about the
conplexity of Malaysia with its multiethnic society to an
audi ence of Americans with a wi de know edge of Asia and the
wor | d.

2. For nore than a decade now Mal aysia has opted to con-
centrate on econom c devel opnent and to reduce politicking
to the mninum This is not easy of course, considering the
mutltiracial, multicultural, multilingual and multireligious
character of the Ml aysians. But if you conmpare the history
of independent Mal aysia with that of other nultiracial coun-
tries, including those in present-day Europe, our record in
reduci ng politicking and devel opi ng our econony seens to
testify to our success in doing both at the sanme tine.

3. Except for the race riots in 1969, race relations in

Mal aysi a have been fairly good. As to the econony, we have
done fairly well with growth averaging 6.8%in the |ast two
decades. The four Asian tigers grew faster but then they
have no racial or religious problens; their society being
nor e honogeneous and nore conpact.

4. In Ml aysia, we have al ways been very consci ous of the
need for political stability in order to achi eve economc
growm h. And so, right fromthe begining the different races
set out to fornulate a system of working together

5. An alliance of ethnic-based political parties resol ved

t he question of the character of independent Mal aya before
they presented their demand for independence in 1955 to the
British. That Alliance of Ml ay, Chinese and Indian parties
then went on to rule Mal aya and Mal aysi a after independence
was achi eved in 1957.

6. For a time the euphoria of independence and the sharing
of political power was sufficient to maintain political sta-
bility. But economic disparities were |left unattended. The
Al liance Governnment felt that the status quo with regard to
the places for the Mal ays, Chinese and Indians in the eco-



nom c spectrum should remain. This nmeant that the Ml ays
shoul d remai n peasants with a few serving in the CGovernnent;
t he Chinese should do all the trading and ot her econom c ac-
tivities and the Indians should tap rubber while a few work
as professional s.

7. Naturally econom c disparities not only continued but
were anplified. Wthin a decade the runblings of discontent
anong the Mal ays becane audi bl e and om nous. Racial tension
i ncreased as the races confront each other in the politica
arena. In 1969 race riots broke out.

8. It should be noted that the Governnent was not entirely
unconcerned about the welfare of the Malays in the rura
areas. A conprehensive programme of rural devel opnent suc-
ceeded in bringing nodern anenities to these areas. But the
fact remmined that the Malays felt the greatest portion of
the wealth of the nation was beyond their reach and that the
Chi nese were the main beneficiaries of post-independence
econom ¢ growt h.

9. Following the race riots of 1969 the Governnent there-
fore decided to address the disparities and integrate the
races into the econom c sphere. Thus was fornul ated the New
Econonmic Policy (NEP) with the twin objectives of

eradi cating poverty irrespective of race and the restructur-
ing of society in order to renove the identification of race
with econom c function.

10. Mal aysia suffered severe criticisnms frommany quarters
over the New Econom c Policy. The political |eadership was

| abel  ed as racist and discrimnatory. That the previous
inpartiality in the treatnent of the different races had re-
sulted in enhanced disparities and the race riots in 1969
were ignored. It would seemthat equal treatnent, even if

it resulted in increased inequality, was nore inportant than
real equality between citizens. Yet society had |ong ac-
know edged the justice of taxing the rich in order to sup-
port the poor. The only difference is that in Mlaysia, the
poor happens al so to be the indigenous people as a comu-
nity. That the Governnent al so subscribe to poverty
eradication, irrespective of race, was dism ssed as nere

wi ndow dr essi ng and not worthy of consideration.

11. The multiracial partners in the Government stood fast
toget her despite attacks at honme and abroad and continued to
i npl enent the NEP. It was the nost daring experinment in
soci 0- econom ¢ engi neering ever undertaken by a devel opi ng
country. There was no precedence to fall back on. M stakes
were made, but with some innovations, startling results were
achi eved.

12. While all these socio-econonic progranmes were being
carried out, the CGovernnent had also to ensure that economc
growm h woul d not be retarded. Indeed the NEP could not have
been inplenented if there was no growth, for it was prem sed
on the expansi on of the econom c cake and not on redistrib-



ution of existing wealth. Wth the world sliding into re-
cession the task for the Government was doubly difficult.

Ladi es and gentl enen,

13. When | took over as Prine Mnister in 1981, the New
Econonmic Policy, was at its m d-point but had achieved only
1/3 of its target. Wth the world in recession, it was
feared that in the next 10 years the achi evenrent woul d be
even |l ess. Clearly new approaches were needed not only to
achieve the NEP target, but also to accel erate grow h.

14. The dynam c econom es of the Far East were chosen as
nodel s and the Governnent enunci ated the "Look East Policy"
and the "Ml aysia | ncorporated” concept. The Look East Pol -
icy did not nmean buying from Eastern countries and giving
all contracts to themas the detractors of the Governnent,
both [ocal and foreign alleged. Looking East neant | earning
the work ethics, managenent styles and organi sations of
those countries in the East which were achi eving dynanic
growm h. These countries had devel oped fast because they

swi tched from an agrarian econony to an industrialised econ-
ony. If Malaysia was to grow fast it nust industrialise.
Again it had no choice. The agricultural sector cannot sup-
port a rapidly growi ng popul ation which grew from 10.7
mllion in 1970 to 18.3 million in 1990. Only nanufacturing
i ndustries can. Since the donestic market is snmall, inport-
substitute manufacturing would contribute little to grow h.
To cope, the econom c growth must be export-I ed.

15. New forays into industry were | aunched. The nost
criticised was the venture into heavy industries, such as
st eel - maki ng and fabricati on and aut onobil e manuf act uri ng.
Many predicted failure with glee. Indeed in the initial
years the projects seenmed to fail. But then, which conmpany
in the steel and car manufacturing industry nade noney from
day one? It so happened that al nbst as soon as the mlls
began operation Mal aysia experienced its worst recession
followi ng the worl dwi de recession in 1984-85. Today with
these enterprises and a host of others started by the Heavy
I ndustries Corporation showi ng handsone profits, the critics
are | ess vocal though they remain scepti cal

16. The deep recession in 1985 also called for new strate-
gies in order to recover. New incentives were devised in
order to attract foreign investnments as well as |ocal ven-
tures. A new Mnistry of Tourismwas allocated a |arge
budget to pronote tourism A Visit Ml aysia Year |aunched
in 1990 succeeded in increasing foreign visitors by 60 per
cent to over 7 mllion.

17. In the nmeantime the Mal aysia Incorporated concept

hel ped devel op rapport between the Governnent and the pri-
vate sector. This is absolutely essential if the private
sector is to be the engine of growh as decided by the CGov-
ernment. CGvil servants were retrained in order to cope
with new attitudes and strategies that were fornul ated by
the el ected Governnent.



18. In the course of inplenenting the NEP, the Governnent
had nmoved aggresively into business. Al though sone were
successful, a great many were failures. Fortunately the
privatisation policy enunciated in 1981 had begun to show
results. Accordingly, the Governnment conpani es whet her
profitable or otherwi se were sold off along with various
Cover nent agenci es and servi ces.

19. Privatisation was successful and profitable both for
the Governnment and the private sector. An exanple is the
Tel econmuni cati on Departnent. Wen it was a Governnent de-
partment it needed continuous CGovernnent financial grants.
Revenue fromthe service was mnimal. As a private company
Tel ekom Mal aysia relieved the Governnment fromthe annua
grants, paid the Governnment for the assets taken over, made
consi derabl e profits which the Government gets as divi dends
for its majority share, and provide better service. Mny

ot her services have been privatised and a |list of over 200
ot hers has been earmarked for privatisation
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20. At this point it is relevant to state that Ml aysia had
clearly deviated fromthe devel opnent nodel pronoted by the
countries of the North through the Wrld Bank and the | M-
when the col onies of the west gained independence. |In eco-
nomc terms, the nodel stipulated that the newy independent
country shoul d extract and export raw materials and conmod-
ities to the North and with the earnings to pay for inported
consumer goods, machinery and technol ogy, also fromthe
North. In agriculture, the nodel called for the opening up
of forests to plant crops using chemicals and fertilizers
fromthe North. The nodel |ed to overproduction and | ower
prices for commodities and deterioration in the ternms of
trade for the devel opi ng countries.

21. W are today |looking at the ruins of this nodel in many
parts of the world, especially in Africa. The severe ad-
justment progranmes demanded by the World Bank when these
countries failed because of its policy, caused further hard-
ships on societies and even governnments. Cuts in social ex-
pendi tures such as health care, water supply and education
have led to nore poverty and health problens. A recent
statement by UNI CEF has |inked the outbreak of cholera in
some Latin American countries to policies inposed by the
Wrld Bank and the | M

22. In Ml aysia's case, it was providential that we did not
adopt, in toto, the nodel above. Qurs was a non-doctrinaire
pragmati c approach whi ch was not averse to |earning and ac-
cepting nethods fromall sources, irrespective. W did not
nati onal i se forei gn owned assets but we nmade sure that we
acquired controlling shares through normal narket mech-

ani sns. We practised consistently an open-nmarket trading
system but the CGovernment was al ways ready to intervene when
necessary. Wiile we allow full interplay of market forces

in the private sector, the public sector remains a responsi-



bl e partner nonitoring the situation
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23. On the 1st of July this year, Ml aysia |aunched its
Second Qutline Perspective Plan and the National Devel opnent
Policy (NDP) covering a span of 10 years from 1991 to the
year 2000. At the sanme tinme, we announced a franmework vi-
sion to make Mal aysia a devel oped country by the year 2020.
Qur concept of being devel oped does not sinply focus on per
capita income but on the quality of Iife and norality as
wel I . The hedonistic materialismof present nodels is not
for us. W hope the rest of the world will give us this
freedom of choice and not harass us into conformty in the
nanme of freedom

24. In formul ati ng the NDP, the Ml aysian CGovernnent al so
took into account a nunber of key factors. First, since the
NEP was a qualified success we will continue with its objec-
tives. But we will concentrate on inproving the nethod of

i npl enentation to ensure that quality is not sacrificed in
favour of quantitative achi evenent.

25. Secondly, the NDP nust involve the participation of al
communities. In inplementing the NDP there will be a ful
nobi | i sation of all resources and utilisation of all the as-
sets and skills of Malaysia's multiracial society.

26. An inportant policy shift is to reduce Governnent's di-
rect and massive role in opening up new | ands. The Federa
Land Devel opnent Authority or FELDA will be given a dim n-
i shed role as the landless nowtend to nmigrate to urban
centres and work in factories. Should new plamoil estates
need to be opened or expanded, the private sector will ini-
tiate and run them They are after all nore efficient than
t he CGovernnent.

27. The third factor concerns the external environnent.

The already shrinking international capital market is coning
under even greater strain as the central econom es of East-
ern Europe and the new Sovi et Republics nove towards narket
econorny. Because of the uncertainty in the internationa
capital market, the NDP will generate capital from donestic
sources through efficient nobilisation of domestic savings.

28. The export market is likely to get tougher, with a
threat of increased protectionismand regulated world trade.
This trend will have to be countered by seeki ng nore nean-

i ngful support for keeping trade free. Towards this end,

Mal aysi a has proposed the formati on of the East Asia Eco-
nom c Group or EAEG as a forumto garner support for free
trade at international trade negotiations.

29. In order to achieve the targets of the NDP and the at-
tai nment of devel oped nation status by 2020, an average

growm h of 7 per cent per annumis required. Such a rate of
growmh will result in doubling the output of goods and ser-
vices in real ternms every 10 years and woul d achi eve a per



capita i ncone of $17,000 by the year 2020.

30. This is arguably an anbitious projection but it is not
unachi evable. In the 1970's, the Ml aysian econony grew by
an annual average of 7.8 per cent and in the 1980's because
of the recession, by an annual average of 5.9 per cent.
During the 20-year period of the NEP begi nning 1970, the
year the New Economi c Policy was |aunched, the growth was
therefore 6.8 per cent per annum What is needed is an ad-
ditional growth of 0.2 per cent. Considering that in 1989
the rate was 9.4 per cent and 10 per cent in 1990, the
chances for a 7 per cent average growth are good.
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31. The pursuit of the objectives of the NDP will entail an
accel erated industrialisation programme. The manufacturing
sector will spearhead devel opnment in the next decade. This
sector is projected to grow by 10.5 per cent per annumre-
sulting in the share of the sector in GDP increasing from 27
per cent in 1990 to about 37 per cent in the year 2000.

Last year, the manufacturing sector enjoyed a growh of 18.2
per cent. The growth in this sector will have a significant

i mpact on the conposition of exports, with manufactured
goods accounting for about 80 per cent of total exports by

t he year 2000.

32. Labour shortages being experienced presently will re-
quire that the nation nove into higher technol ogy and nore
capital intensive industries. At the same tinme, there wll
be a need to diversify and broaden the nation's industri al
base t hrough new growt h industries including nmetal fabri-
cation and engi neering, petrochem cals and transport equip-
ment as well as non-netallic mneral, rubber and wood-based
i ndustri es.
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33. An inportant thrust in the NDP is the high priority
given to the devel opnent of hunan resources. W are not
thinking nerely in terns of educational and skills training,
but attitudinal training as well. A peasant nentality and
val ue systemis inconpatible with progress towards an

i ndustrialised society. The people will need to change
their values and work ethics if we are to achi eve our anbi-
tion to beconme a devel oped nation. An active programre for
training the people in the required ethics has been

| aunched. This sounds very nuch |ike thought control or
brai nwashi ng. W know that left to thensel ves the people
woul d probably adjust. But we do not have time to spare.
Too many nations are ahead of us.

34. Econom c devel opnent plans can never be inplenmented
successfully in an environment of political instability.
Consi dering Mal aysia's multiracial popul ation, proneness to
political instability is perhaps nuch greater than in
honbgenous societies. Brilliant foreign observers who have
intelligently questioned Ml aysian taxi drivers on their way
fromthe airport to the city during their one-day visit have



never failed to detect religious and racial tensions

si mering under the surface. W have a great respect for
taxi drivers and barbers, but our approach towards creating
political stability does not depend exclusively on these
peopl e's observation. W think we have the correct fornula
and we will stick to it with a fair deal of tenacity. |
have al ready expl ai ned how del i berate power-sharing anong
our ethnic groups has resulted in political stability. W
al so believe that the equitable sharing of national wealth
by all is also essential for that stability.

35. The above woul d be the way forward for the Ml aysian
economnmy. Wth hard work, tenacity and a singl eness of pur-
pose, we feel we can succeed. Even the challenges of the
external environnment can be overcone, at |east partially.
VWhat we require is less of the all-know ng do-gooders and
their drive to |liberate us fromourselves. It nust be ac-
cepted that there are nmany roads to heaven. The idea of a
nmonol i thic all-purpose nodel cannot be accepted by us. W
hope people do not |latch on to causes and crusades in order
to justify political and econom c recol oni sati on. Gover n-
nments should al so not hide behind the Non- Covernnenta
Organsi ations. And nations should not feel unhappy if we
retaliate in the same manner when they deliberately run us
down. After all the so-called civilised nations have nore
skel etons in their cupboard and i ndeed are continuously add-
ing to them than we have in Malaysia. If you try to re-
produce us in your imge the world might be a boring place
to live in.

36. The way forward for Malaysia may not neet with every-
one's approval but it is our choice. If there is such a
thing as human rights, let those rights also extend to the
choi ce of the people of Ml aysia.
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