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TI ME

Saya ucapkan terim kasi h kepada pi hak penganj ur,
ASLI dan MAMPU, ker ana menj enput  saya unt uk
merasm kan majlis pel ancar an per si dangan Mal aysi a
I ncorporated Sumrit 2000 pada hari i ni

2. Persi dangan ini adal ah sesuai dan t epat
pada masanya setelah sekian lama kita mengamal kan
konsep dan Dasar Per syari kat an Mal aysi a. Ternyata

konsep Persyarikatan Ml aysia telah banyak nenyunbang
kepada penbangunan negara yang pesat dalam dua dekad
terakhir abad yang baru | epas.

3. The idea of Malaysia Incorporated is not a
Mal aysi an ori gi nal . VWhen Japan rebuilt itself after
the devastation of the country during the Pacific War,
its performance was so remarkably good that many seek
to wunderstand the nethod or approach adopted by Japan
Western observers concluded that it was the close
col | aborati on between the Governnent and the private
sector which nade Japan's fantastic recovery possible.
t he West ern Press coi ned t he wor d Japan
I ncor por at ed and inplied that this was sormet hi ng
i nproper and unpri nci pl ed. Gover nnent s it seens
shoul d be bureaucratic and put as many obstacles as
they can in the way of the private sector. The nore
successful the private sector the nore should the
CGovernment tax it, ostensibly in the interest of
spreading the revenue and wealth to the rest of the
peopl e. In the early years after the Second Wrld War
a few socialist Governments in Europe actually inposed
corporate taxes of nore than 90 per cent. The idea
seened to be to punish business and to take away as
much of their profit as possi bl e. Japan' s
col [ aborati on bet ween Gover nnment and busi ness was
therefore considered bad practice and reprehensible.
As usual the West tried to make out that their views
were uni versal and everyone nust accept them

4. Mal aysia |i ke nost countries was in the habit
of adopting Western ideas wthout question. Thus
Mal aysia tended to set wup state enterprises and to
retain nmonopol i stic services wth the Gover nnent .
Public servants were anything but servants of the



publi c. They were not expected to be hel pful towards
the private sector. A rather negative attitude was
adopt ed. Del ays were the general rule and if anything
could be rejected it was rejected. The slightest
m st ake or failure to conmply wth pol i ci es or
regulations would result in rejection. There  was
almbst a feeling that there was no reason for civil
servants to facilitate approval when it neant making
some businessnen rich while the civil servant seem ngly
gai ned nothing at all.

5. The business community for their part would
ook at the civil servants as their bete noire or
enem es alnmost. They dislike having to grovel before
these bureaucrats in order to get through a statutory
requi renent. VWere they could cheat they would and
some resorted to bribes in order to get necessary
approval s.

6. The end result was retarded progress for the
econom c growh of the country. Every transaction
with the Government would take an wunconscionable

length of tinme. Approval to build a business premise in
Kual a Lumpur took up to five years and quite often no
approval was given because of sonme minor breaches or
failure to conformto sonme obscure policy. There were
hardly any high rise building in Kuala Lunpur and only
a limted nunber of shops and houses could be built.
Applications for housing projects would gather dust at
City Hall.

7. It becane clear that unless the approach to public-
private sector relations was changed Mal aysia would not
devel op and certainly would not devel op fast.

8. Japan I ncorporated nmay be inproper to the Wst
but there is no reason why it should seem so to
Mal aysi a. VWhat was a fact was that collaboration
bet ween busi ness and Government in Japan had performnmed
mracles for the recovery of Japan. By the 1980's
Japan had become the second biggest econony in the
wor | d. Despite bei ng earthquake prone, despite
having to depend totally on foreign sources of fue
and material the cities of Japan grew rapidly and
the infrastructure needs of rapid growh were net.

9. The question that we asked ourselves is why
should there be confrontati on between Governnent and
busi ness when cl ose cooperation between the public and
private sectors of Japan worked so  well in
rebui | di ng and prospering Japan. Looking closely we
realised that a substantial anobunt of the profit
by t he busi ness accrued to the Government through
corporate and other taxes. At that time 45 per cent
of the profits accrued to the Governnent. It was
obvious that the nore profit the businesses nade the
bi gger the revenue for the Government. And bigger



revenue nmeans not only a bi gger Cover nnent a

devel opnent budget but al so better and hi gher
sal ari es for t he Gover nnent servants. The
Governnent servants therefore have a stake in t he
conpanies they dealt with. |If the conpany |oses not
only wll the Government get no revenue but t he
Government  enpl oyees too woul d | ose. Gover nrent and

its enpl oyees should therefore help to ensure that the
private sector nade the maxi num profit.

10. It was for this reason that Ml aysia adopted
the Malaysia Incorporated concept. There was the fear
that if t he CGovernment enpl oyees, especially the
deci sion makers get too close to the private sector
t hey woul d be corrupted by the businessnmen. This

was a possibility that was real and could not be
i gnored. But t hen even if the Gvil servants
had a confrontational attitude towards the private
sector they could still be corrupted. They needed
only to delay the official processes to invite
corruption. As much as it could not be denied

t hat t he Mal aysi a | ncorporated concept could |Iead
to corruption, the confrontational official attitude
of the past had also resulted in corruption. But
in addition the old attitude resulted in everything
being slowed down and unacceptable delays and these

del ays cost noney. On balance it would seem that
t he risk of corruption because of the Malaysia
I ncorporated concept was less than with the old
boorish bureaucratic al oof ness. The CGovernnment felt

t hat the Malaysia |ncorporated concept was worth
adopt i ng.

11. Havi ng accepted the Mal aysia Incorporated it
was hnecessary to educate both the civil servants and
the business comunity. They nust understand the basis
and the rati onal of the Malaysia Incorporated concept
and how they should wuse it for the faster and
hi gher

econom ¢ devel opnent of the country. This was no
easy task especially as the opposition saw this as an
issue to attack the Government. The foreign press
was as usual extremely negative. They saw in
this an opportunity to condemn yet anot her Asi an
Government  which had chosen what they |labelled as an
i nproper form of adm nistration

12. Detractors not wi t hst andi ng, t he
Mal aysi a | ncorporated concept gradual l'y changed
the public/private sect or rel ation. Bureaucratic
procedures noved at a faster pace as civil servants
interact closely wth the business community and
expedited the official processes. The civil servants

understood as nuch as the businessnen that tine meant
money and that delays in the econom c growmh of t he
country would cost the civil servants as much as the
busi ness peopl e.



13. The test of the pudding is in the eating. D d
the Malaysia |Incorporated concept contribute t owar ds
the developnment and enrichnment of Ml aysi a? This is
not so easy to pinpoint and to assess as Mal aysia
adopt ed, devised and inpl emented nunerous other ways to
speed up the devel opment of the country.

14. Apart from the Mal aysi a | ncorporated
appr oach Mal aysi a also went in early and
ext ensi vel y into privatisation, into
i ndustrialisation through foreign direct i nvest ment ,
into t ax free i ncentives for industrialisation

i ncreased budgeting for tourism big exposi tions,
expanded trade with the countries of the South while
i ncreasing exports generally to traditional nmarkets and
many other economic stimli. Al these contributed
towards Malaysia's rapid growmh. But then all t hese
efforts required the <close cooperation between t he
private sector and the CGovernnment sector and this is
facilitated by Ml aysia |Incorporated. In other words
the concept helped all the other efforts to achieve
success. So t he Mal aysi a | ncorporated appr oach
contributed to all the other policies and nmethods to
expedite the devel opnment of the nation. How nmuch it
helped is difficult to qualify. But clearly it
contri but ed.

15. Mal aysi a's economic growh is one of the
hi ghest in the world. It nust be renenbered that
when the Mal aysia Incorporated concept was introduced
Mal aysia was not doing well at all. The country
was going through its periodical economc downturn in
t he first half of the 1980-1990 decade. There was

still t oo much dependence on the production of
comodities like tin, rubber and to a | esser extent,
palm oil. Producti on of petroleumand gas was | ow
Manufacturing was still a low contributor towards the
econony.

16. The denmand for the traditional commodities was

low at that tinme and prices were bad. Palm oil was
trading |ess than RMbOO per ton, when the cost of
producti on was nmore than RVMBOO in npst cases. It
| ooked as if Malaysia would not nake nuch progress.
Such was the revenue of the Government that Mnisters
had to t ake a pay cut. 17. The Mal aysi a
I ncor porated concept was introduced in 1983. It took

time to be understood, adopted and practised and to
yield result. But by 1986 the econony began to turn
ar ound. Fromthen on it continued to grow at nor e
than seven per cent annually. And it would have
continued to grow if not for the attack on the Ringgit
whi ch precipitated a financial and econom c turnoil

18. Duri ng t he i npl enent ati on of t he
Mal aysi a | ncorporated concept, the Governnent and t he



private sectors wer e in constant dial ogue. The
econom ¢ and finance mnistries held regul ar dial ogues
every year in order to iron out problens. These
wer e serious sessions where the private sector was
free to air their grouses and criticisns and to rmake
suggesti ons on how the bur eaucrat s and t he
Governnment could inprove the services rendered to the
private sector.

19. On the other hand the Governnent was able
to explain policies and procedures instituted by
the CGovernnent in order to develop t he country.
Most inportantly both sides not only Ilearnt to

understand each ot her better but acted on t he
suggestions and ideas to inmprove the services and the
deal i ngs between the two sectors.

20. Mal aysia is a multi-racial country in which
the different races are not equal |y devel oped.
The indi genous people, the Bum puteras, |ag behind in

the business sector while dom nating the public sector
In other words there was a racial elenment which
i nfluenced the thinking of the private and public
sectors. Confrontation was nore |ikely than cooperation
between the t wo sect ors. If the racial el enents
wer e not properly handl ed then t he i nteraction
bet ween the CGovernnent and the business comunity
woul d be bugged with all kinds of problens.

21. Under these conditions a policy of
cl ose cooperation between the public and private
sectors becane even nor e critical. Left to
t hensel ves the Mal ay-domi nat ed Gover nrent service
woul d tend to obstruct the Chinese-dom nated
private sector. But the Malaysia I ncor por at ed
appr oach made it possi bl e for both si des to

downplay racial differences. They were both wor ki ng
for the same Corporation, Mlaysia, and they knew
t hat they both stood to gain or to |ose depending
on how the Corporation perfornms. Their close working
rel ations not only contri buted t owar ds
facilitating bureaucratic procedures and business and
therefore contributing towards Ml aysia's good econonic
grow h but it actually contributed towards greater

racial harnmony as well. The Governnent and the private
sect or peopl e were no | onger strangers to each other
Annual Mal aysia Incorporated Gol f Tournaments hel ped

cenent the relations between the sectors and al so t he
two major races in Ml aysia.

22. But the Malaysia Incorporated concept also
hel ped in reducing the disparities bet ween t he
Bum put er as and t he non- Bum put er as. Bum put er a

busi nessnmen had al ways been inept in the conduct of
their rel ations wi th Governnent bureaucrats despite
their being of the sane race. Wth the Malaysia
I ncorporated concept in place Governnent bur eaucrat s



were nore prepared to be nore patient with the
Bum putera businessnen, whose problens were wusually
nor e nunerous and taxing than those of the non-
Bum put er as.

23. The economic turnoil caused by the deval uation
of the Ri nggi t tested WMalaysia |Incorporated to
the maximum |If the relation between the private and
the public sectors had been bad, Ml aysia would not

have w thstood t he pressures caused by t he
sudden inpoverishnment of the country. Al t hough the
i ncone of the civil servants wer e not much

af fected their purchasing power deteriorated as the
prices of goods and essentials inflated with the
deval uati on of the Ringgit. It would have been
easy for the civil servants to blame the business
conmuni ty for price increases and their |owered
standard of I|iving. They would not have accepted the
deferment of pay increases if they felt that the
private sector was wusing the Ringgit's depreciation
to increase prices.

24. But there was no aninosity directed at
the business community by the Governnent servants.
In other countries, racial riots broke out and

t he business conmuni ty, made up largely of a
different race, was attacked repeatedly. Their shops
were razed to the ground and the goods | ooted. But

in Mal aysia everyone was cal malthough clearly both
the private and the public sectors were suffering.

25. The CGovernment i.e. the civil servants and
el ect ed menbers had to work out a r enedy for
rehabilitating the economy. Not having any unrest and
instability helped, but nore inportantly the civil
servants worked hard to inplement the neasures taken
by t he Gover nirent to overcone t he econom ¢
downt ur n. They knew that the main beneficiaries
initially at least would be the private sector but
they seened to realise that their own fortunes were
tied up with the success of the private sector. And
so in the spirit of Malaysia Incorporated they did
their wutnpbst to turn around the econony. And as
can be seen Malaysia's recovery is faster and greater
than the other countries hit by the econom c turnoil

26. But we are now noving into the Information
Age where radi cal changes wll take place and
t he Gover nirent had pledged to adopt El ectronic

Gover nment. Conmuni cation between Government and the
private sectors will not only be nore rapid but actua

physical contacts nmay be mnimal. Personal relations
wil be affected and somne may even t hi nk
thatefficient communication would replace t he need
for mut ual  under st andi ng bet ween t he bureaucrats

and t he busi nessnen.



27. This would be a mistake. E-CGovernnment woul d
be less human if only efficiency counts. There nmust
be the human elenrent in the conduct of affairs
between CGovernnent and the private sector. Per haps
nmore can be done in a given time but good relations
between the people involved nmust contribute towards a
better and nore humane Governnent. A robot Covernnent
which deals electronically wth the problem of human
relationship may be efficient but it would destroy
human society.

28. The CGovernnent of Malaysia is business
friendly by choi ce. e see Covernnent as a
facilitator for all kinds of economic and social
activities. W are not being purely altruistic. e

get good returns from our business-friendly attitudes.
W do not discrimnate between |locals and foreign
unl ess t here are good reasons but we favour the
grombh and well-being of our country and people al

the tine. W believe ina wn- win fornula. Bot h
si des nmust benefit in what ever transaction

Certainly in hel pi ng t he busi ness community we
in the CGovernnent expect to benefit ourselves and
our country as a whole. 29. In the concept of
Mal aysia Incorporated we think we have f ound a
formula for good governance. (overnnents nmust

rai se revenue to pay for the admi nistration and
devel opnent of the country. But the admnistration
must give back to the tax-payers through good service
t hrough service which would contribute to the well-

being and the wealth of the tax-payers. The revenue
is not for t he adm ni stration to enj oy
exclusively. It is to pay for its contribution to t he
task of rmaking possible the kind of environment in

which the tax-payers can go about their business of
weal th creation.

30. Clearly t he two sides are mut ual 'y
i nterdependent. Their relation is alnost synbiotic.
They feed on each other, or put in another way, they
hel p sustain each other. They are not parasitic.

31. The Mal aysi a I ncor por at ed concept
simply institutionalised a natural relation between
two inportant segnents of society. There is no reason
to regard this relation as inproper. It may | ead
to corruption and cronyi sm etc but t he
confrontational approach to Government/private sector
relation can also lead to corruption and cronyism \Wen
peopl e have bad values any system will lead to
abuses. Bl am ng the system does not help resolve
the problem It is far better to try to tackle the
abuses than to reject or condemm a system which can
yi el d good results.

32. | hope that this summit will serve to re-invoke
the spirit of Ml aysia Incorporated as a vehicle of



close public- private sector collaboration. W need to
continually educate and nake nore people aware of the
benefits of this policy. Although it has been in

exi stence for a long while now, there is still a lot of
m sconcepti ons about the rational eand objectives of the
pol i cy. It is therefore necessary to explain and

educate the public as well as the private sectors what
Mal aysi a I ncorporated is all about.

33. The CGovernnent is comrtted to building an
open and business-friendly environment as we seek to
reinvent the Malaysian business nodel for the 21st
century. It has to be a nodel that enphasi ses
capabilities, per f or mance, core conpet enci es,
creativity and innovativeness as key success factors in
a technol ogy-driven and globally connected world. W
must ensure that Malaysia Incorporated as a proven

policy is not only maintained but t hat its
i npl enentation is constantly reviewed and fine tuned
SO t hat it will contribute to a fair and responsive

public sector, a dynamic private sect or and a
productive and efficient workforce which together wll
serve the country better

34. Dengan ini saya dengan sukacitanya
mer asm kan persi dangan Ml aysia | ncorporated Summi t
2000.
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