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TI ME:
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I would like to thank the Econom ¢ Pl anning Unit

(EPU) and the Asian Strategy and Leadership Institute
(ASLI) for inviting ne here this nmorning to officiate
t he openi ng of the National Conference on Nationa

Vi sion Policy, The Eighth Ml aysia Plan &
Privatisation. Ml aysia believes in planning but

Mal aysi a believes also in inplenenting plans. The
second is nore inportant because planning is
meani ngl ess wi t hout inplenentation. On the other hand
there can be inplenmentati on without planning.

2. Devel opnment planning is a Communi st i dea but
despite Mal aysia's unconprom sing opposition to
Conmmuni sm as an ideol ogy, there was no hesitation
about adopting devel opnent planning by Malaysia. It
is one of the hallmarks of Ml aysian pragmatism

3. Mal aysi a devel oped planning to a fine art.

Starting with five-year plans Ml aysia went on to have
10, 20 and even 30 years |ong-term perspective pl ans.
These gave Mal aysia a vision of the direction and

obj ectives the nation intends to achieve. There is no
doubt that these |ong-term plans hel ped to position
Mal aysia in space and timne.

4. Perhaps the nost anbitious of these plans is

Vi sion 2020. Realising the need for consistency and
focus, the comon objective of all the periodic five-
year plans was identified and enunciated. Sinply put
the ultimte objective of devel opment is to becone a
devel oped country within a given tine. The timng is
i nportant because it determ nes the speed w th which
each five-year plan nust be carried out.

5. 2020 was chosen because it gives adequate tine

for the devel opnment of the country to achieve

devel oped country status. It is an anbitious target
and obviously it needs at |east 30 years to achieve.

If a seven per cent growh yearly can be achi eved, the
GDP can be doubl ed every 10 years. Roughly as the per



capita in 1990 was about 2,000 U.S. Dollars, it should
be 4,000 U.S. Dollars by 2000, 8,000 U.S. Dollars by
2010 and 16,000 U.S. Dollars by the end of the 2020

pl an. But of course GDP is not the same as per capita
GDP.

6. Maybe 16,000 U.S. Dollars in 2020 woul d not make
Mal aysi a a devel oped country by the standard of that
peri od, but Ml aysia's definition of a devel oped
country is not based purely on the GDP. It will be
based on technol ogi cal and soci al achi evenents of a
certain sophistication. These are believed to be
achi evabl e.

7. 2020 is also a good nunber because for
optonetrists 2020 denotes totally uninpaired vision
or clear vision. Since we want to have a vision of
our future we chose 2020 to indicate that our vision
of our future is perfect and clear. W are not
headi ng i nto the unknown. W shoul d know exactly
where we are going and knowi ng it we should know what
we have to do and at what speed we have to do it.

8. In the progress of a nation there will be many
variabl es, many factors which will change over tine.
In 30 years, in the period between the determ nation
of the target and the achi evenent of the target
anyt hi ng can happen whi ch woul d require changes of
strategy and directions even. It is better to divide
up the period into manageabl e ti mespans. And so the
30 years are divided up into six five-year plans,
during which the scenario would be nore predictable
and strategies nore likely to be conpatible. A five-
year devel opnent budget is nore easily worked out and
i npl enented. But a short-term objective attainable
within 10 or 20 years can also help to focus the m nds
of the people. Thus the New Econonmic Policy targeted
at restructuring the econonmy to reduce poverty al
round and correct the economic inbal ances between the
races was nade the objective of the 20-year |ong-term
perspective plan from 1970 to 1990. This was foll owed
by the National Devel opnent Policy for 1991 to 2000
and the National Vision Policy for 2001 to 2010. The
five-year plans during these periods nust be designed
to achieve the objectives of the | ong-term perspective
plans. It sounds a little superfluous to have so nmany
pl ans within plans but this approach has served

Mal aysia quite well. We are where we are today
because our plans help to focus our attention and

i npl enent the devel opment projects to achieve cl ear-
cut short-termand | ong-term objecti ves.

9. We have just launched the 10 year Third Qutline
Per spective Plan for 2001 to 2010 and the five year
plan, the eighth in the series for the period 2000 to
2005. The 8th Ml aysia Plan is designed to overcone

t he downturn caused by the economic crisis of 1997 to



1998. For two and hal f years of the 7th Mal aysia

Plan, the yearly targets could not be achi eved because
of the financial crisis. Devel opnent projects for

that period had to be shelved or slowed down as the
Government concentrated on fighting the nmachi nati ons
of the currency and stock market mani pul ators.

10. Now that the currency and stock narket
mani pul at ors have been di sci plined, Governnent can
focus on econonic growth once again. Shelved projects
have now been revived and ot her projects accel erated.
Punp-primng on a big scale has been | aunched using
loans froma friendly country.

11. Unfortunately the economc downturn in Anerica
has affected growt h considerably. Counter-mnmeasures
have been instituted and it is likely that damage

woul d be mi ni mal

12. Malaysia is a trading nation. Total trade
anmounts to 12.5 per cent of the GNP. Since the
traditional partners are unable to absorb Ml aysia's
exports, new markets have to be found. New export
products have also to be identified and pronoted.
Actually Malaysia's list of exportable products is
long and varied. It is likely that new markets w ||
take up the slack in the export of traditiona
products to traditional partners. New markets take
time to devel op of course but the potential is good.
In the tourist industry for exanple, the increase from
certain non-traditional countries has been

consi derable. W believe we can still attain our
vision to beconme a devel oped country by 2020.

13. Malaysia's privatisation programe, which began

in 1983, has been subjected to continuous criticism
right fromthe beginning. There is a naive belief

that privatisation neans transferring a Gover nment
function to the private sector conmpletely. The

Gover nment woul d have no nore responsibility after
that. Indeed sonme assune that the Governnment can then
expect to collect considerable revenue fromthe assets
transferred.

14. Actually privatisation takes many forns, all of
whi ch woul d give some gain to the Government and the
nation. Wth sone Latin American countries,
privatisation sinmply nmeans selling Governnent assets
and businesses to foreigners in order to earn foreign
exchange, U S. Dollars mainly, to pay Government
foreign debts.

15. In Malaysia privatisation is undertaken in order
to take advantage of the private sector nanagenent
skills to do a better job. The sale to the private
sector is not based on the true assets val ue. Thus



t he hi ghways were transferred to the private sector
not only at nominal cost but CGovernment even provided
soft loans for conpleting the project.

16. This may attract adverse criticismthat the
CGovernnment is helping its cronies to make fat profits.
Nothing is further fromthe truth. The private
operators of the conpleted hi ghways have yet to nake
profits. Since the concession is only for 30 years,

t he concessionaries have only a short period to nake a
return on their investnents.

17. The bel ow cost sale price and the soft |oans are
meant to reduce the burden of the public. The tol
rates are fixed by the Governnent and these are as | ow
as possible to avoid political repercussions. At
these rates the private corporations cannot make a
profit if they had to pay for the real assets val ue
and did not get soft loans. It is in order to give
thema small margin on the lowtoll rates that the
CGovernnment agreed on a |l ow price and soft | oans.
Clearly the principal beneficiary is the public who
have to pay very lowtoll rates. The toll rates in
Mal aysia are the lowest in the world for private

hi ghways.

18. CQur detractors, both local and foreign talk

glibly about cronyismand high toll rates. They are
wel cone to pay for the cost of conpleting the highways
and charge lower rates if they want. | amsure the
present concessionaires would be happy to get their
noney back and pay off their | oans.

19. Privatisation has contributed nuch towards the
rapidity of Ml aysia's devel opment. If the Governnent
had built infrastructure through Governnment fundi ng,
it would have to wait until sufficient funds are

avail able. It may borrow of course but it cannot
borrow beyond its ability to repay. Wthout
privatisation Ml aysia's system of expressways, ports,
power plants, tel ecomunication facilities would just
not be built.

20. It is true that the people would have to
contribute towards the provision of these public
anenities, but the anount is really quite
insignificant. Governnment is not abdicating
conpletely its responsibilities. By subsidising the
rates of paynment through transfers of assets at

nom nal cost and provision of soft |oans, the

Gover nment acknow edges its need to return to the
peopl e some of the taxes it has collected. Thus at
very small cost to the public they are being provided
with facilities which are normally available in
devel oped countries only.

21. Privatisation is the antithesis of



nationalisation. At one tine it was thought that if
t he Governnment owns all the means of production then
all profits would accrue to the Governnent.
Government woul d then be able to provide the people
with all their needs. No one woul d be poor.

22. But when capitalists and entrepreneurs are
deprived of their businesses due to nationalisation
there will be no one to provide the rich market for
profits to be nmade. There will only be Gover nnment
enpl oyed wor kers whose purchasi ng power cannot be very
high. H gh profit margins woul d not be acceptable to
the workers. On the other hand they woul d demand

hi gher wages. In the end, Governnment would earn very
little profit fromthe nationalised neans of
producti on. There woul d not be enough revenue to
expand on good infrastructures such as road and
communi cation facilities.

23. It took decades for Governnents to realise that
nationalisation results in |ower efficiency, higher
costs and no profitability. It inpoverishes people
and nati ons.

24. After seven decades of nationalisation the

Soci alist Governnents finally decided to abandon it
and swing 180 degrees to privatisation. Privatisation
like nationalisation is not perfect. Carefully
managed it can work. But it may fail because the
peopl e i nvol ved are inconmpetent or econom ¢ downt urns
such as that brought about by deliberate currency
deval uati on underm nes the business. Privatised
conpani es |i ke other conpanies can fail and a nunber
of the privatised conpanies in Ml aysia had fail ed due
to the economic turnmoil of 1997/1998.

25. Certain quarters including the free-narket
advocates believe that failed conpani es should be
allowed to just die. In the free-market systemonly
the fit should be allowed to survive. The country
should allow the failed conpanies to be sold off at
fire-sale price to whoever wants to buy, including the
f orei gners.

26. But the Mal aysi an Governnent does not believe in
washing its hands off the affairs of the conpanies
that it has privatised. There are too many things at
stake including the welfare of the workers and public
interest. To let these conpanies die or be sold to
people only interested in maki ng a good purchase and
maki ng profits at whatever cost, can |lead to serious
soci al and econom c problens. That is why the
Government decided in several instances to help out or
to take back the conpany.

27. Despite these failures the Governnment still has
faith in privatisation. W have |earnt a | ot about



the pitfalls and we are now nore car ef ul
Privatisation of the expressways will only be
undertaken after the public has been given an
opportunity to give their views. If the public is not
prepared to pay the subsidised toll rate then the
expressway will not be built until the CGovernment has
the funds to build a freeway. This will take a |ong
time of course but that is the only choice.

Government funds are needed for projects nore
essential than the conveni ence of road users.

28. There is much objection to the privatisation of
uni versities and hospitals. People would like to
continue enjoying the heavy subsidi es absorbed by
these institutions. Wen free nedicine and subsi di sed
uni versity education were started the cost to the
Government was low. In the early 1900 a bottle of
cough m xture cost two cents. Today antibiotic
capsul es cost as nuch as 10.00 Ringgit, and has to be
taken four times a day for many days. Surgical cost
runs into tens of thousands of Ringgit. The cost of
uni versity education has increased greatly and it is
i npossible to raise the pay of the teaching staff

wi thout attracting simlar demands by the rest of the
Gover nnent enpl oyees.

29. The Governnment would like to give free nedica
treatment to Governnent enpl oyees and poor peopl e.
But many can and should pay for their nedica
treatment. Simlarly university fees should be paid
by those who can afford

30. The CGovernnent does not want to shirk its duty to
t he people but unless the hospitals and the
universities are privatised, there is no way for the
CGovernment to retain the doctors and the university
staff on Governnment salary scales. Since the
CGovernment cannot raise the salary scale of these
peopl e without triggering a demand for unaffordable
pay rise for alnost one mllion Governnent staff, it
is likely that the ultra-nodern new hospitals and
universities which are being built will be without
doctors or teaching staff.

31. This is the dilenmma faced by the CGovernnent.

Even devel oped countries with National Health schenes
i nsi st on people paying contributions to the schene.
Mal aysia is not a devel oped country yet nedicine is
free, or attract nom nal charges only.

32. Basically Governnents are responsible only for

mai nt ai ni ng | aw and order and the defence of a nation
Over the centuries Governnments have been forced to or
have sei zed i nnunerabl e public functions. The hei ght
was reached when the Comuni st nationalised every
function and tried to nanage their people's life from
the cradle to the grave. Now the pendul um has swung



back and the Governnments are surrendering all their
functions to the private sector. There is no doubt
that in tinme the pendulumw Il swi ng back again and
Governments will once again assume responsibility for
providing the people with their needs.

33. Wen the National Vision Policy, or Vision 2020
was formul ated d obalisation had not yet becone a
househol d word. Today G obalisation |oons large in
the affairs of our nation. Qur vision for 2020 and
beyond is and will be nmuch affected by it.

34. The Information and Comuni cation Technol ogy is
now driving the world' s economny, politic and soci al
affairs. W have to make adjustments for this
Informati on Age, an age where know edge will play a
very great role in the affairs of our nation

35. Mal aysi ans nust prepare thensel ves for these
changes and the dangers as well as the opportunities.
The National Vision Policy will have to be nodified
and nodified again and agai n.

36. W& nissed the Industrial Revolution and we were
left far behind. W nust not mss the Information
Revol ution. W nust participate fully init and we
must acquire the skills to nmake our country as
devel oped as possible in this new age.

37. On this note, | have great pleasure to declare
open the National Conference on the National Vision
Policy, The Eighth Malaysia Plan and Privatisation.
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