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TI ME

It is a pleasure for ne to be here today to speak

at this Investnent Summit jointly organi sed by the
Asian Strategy and Leadership Institute, Kuala Lunpur
St ock Exchange and Sal omon Smith Bar ney.

2. This Investnment Summit provides an opportunity for
Americans to get to know the real situation in Ml aysia
and to determ ne whether it is a place for you to
invest or to trade with or indeed to visit as tourists.

3. What | would like to stress is that although

Mal aysia is a country with a Muslimnmajority and is a
Muslimcountry, it is not a terrorist state as sone
like to make it out to be. W are a nulti-racial
multi-religious, multi-cultural and nmulti-Iingua
country which is stable and peaceful. As you know this
is not so easily achieved. But Ml aysi ans of al
religious faiths including the Muslimmajority are

tol erant and have a vested interest in maintaining the
peace and stability of the country.

4. Yes, we do have an Islam c opposition and even a
sprinkling of Muslimand non-Mislimextrem sts who
woul d I'ike to destabilise the country, outside the
denocratic processes. But Ml aysia has been able to
deal with themeffectively through | aws and net hods
whi ch are now bei ng adopted by many liberal countries.
We are a denocratic country, having held 10 el ections
in the |ast 44 years; el ections which everyone

i ncludi ng the opposition acknow edge are free. In fact
two of the Mal aysian states are presently ruled by a
party opposed to the Central Governnment and there are
nuner ous voci ferous opposition nenbers in our

Par | i ament .

5. However, the people have consistently returned the
party which liberated the country as the Central
Governnment. This has enabl ed Mal aysia to have
consistency in its policies, including policies on
foreign investnents. Long before the acronym FD
became common, Ml aysia had already invited foreign
investors to help create jobs for our people. W were
not interested in the taxes the Governnment could



collect as long as our people get jobs. And get jobs
they did so much so that for years now we have ful

enpl oyment and have alnost two mllion foreign workers.
Devel opi ng countries normally do not attract workers
from ot her devel opi ng countri es.

6. FDI is still coming in but worldwi de there is a
dimnution in such investnents. Besides, Ml aysia now
has to share FDI with many countries, including China
whi ch were not in favour of FD before. However, we
have certain advantages including an easily trainable
Engl i sh speaki ng workforce and a governnment and peopl e
which are foreigner friendly. Qur workforce is being
constantly upgraded and today we are produci ng workers
trained in the new technol ogies including I.T.

7. W are very independent minded and like to call a
spade a spade. This does not endear us to some people.
VWhen the Mal aysi an currency was mani pul ated and

deval ued we correctly attributed it to the

i nternational financial system and mani pul ati on by
rogue currency traders. W therefore rejected the
standard fornula and devi sed our own solution to the
problem It worked. Today only the blind refuses to
acknow edge that we have recovered better and faster
than those who applied the recommended forml a.

8. However, we are not imune to the performance of
the worl d's econony, insulated though we try to be.

The U S. downturn and the Sept 11th attack affected us,
and our performance in 2001 is much below our initial
proj ection.

9. Inthe jittery world of post-Sept 11, we have
sought to stimulate the econony through encouragi ng

| ocal investnents, encouraging exports to non-
traditional markets and putting nore noney in the hands
of the people to increase consunption. As a result we
believe we are better off than nost countries affected
by events in the U S. As an exanple, despite genera

di senchantment with flying and Muslimcountri es,

Mal aysi a actual ly achieved a growmh of 24%in the
nunber of tourist arrivals in 2001. W have conti nued
to achieve substantial nonthly trade surpluses and we
did not have to borrow much to sustain our econony.

Qur foreign debt is still within acceptable linmts.

10. The general antipathy towards Mislimcountries has
affected us of course. Still it is due to the wong
picture imaginatively created by certain sections of
the press. It is stated that we are the | aunchi ng pad
for the attack on the WIC. Had we arrested sone Arab
tourists we could have stopped the attack. Vell, we
all know that for a year or nore the terrorists were
training in the U S. They were not arrested because
the authorities did not know who they were and what
they planned to do. W did not know eit her



11. The fact is that Malaysia is stable and
terrorist-free and bear no ill wll against foreigners
i ncl udi ng Ameri cans.

12. The U S. is the biggest investor in Ml aysia,
maki ng up 20% of total foreign investnments. It is also
t he biggest trading partner, again topping 20% of

Mal aysia's total trade, which is quite big for a small
country with a population of 24 mllion. W are, |
bel i eve, the 17th biggest trading nation in the world.
But then trade value is actually al nost 200% of our GDP
size. Trade constitutes |ess than 10% of the GDP of
Japan, great trading nation though it may be. U S
trade too is, in ternms of percentage of GDP, not much
bi gger.

13. Qur greatest wish is to see a prosperous world.

We have a pal pable stake in the econony of the U S. for
exanpl e. Wen the U S. is prosperous our exports

i ncrease, our manufacturing increases, earnings

i ncrease and generally we prosper. But when the U S.
experi ence a downturn we suffer. W are suffering now
The only thing that can stop our econony from suffering
is for the U.S. and all our trading partners to
prosper. That is why we reject a Beggar- Thy- Nei ghbour
frane of mind and favour instead a Prosper-Thy-

Nei ghbour policy.

14. Malaysia as | said is a nulti-racial, multi-
religious country and multi-racial countries are anong
the nmost difficult to keep stable. But through
affirmative action we have reduced the econom c

di sparities which had aggravated the racial

di fferences. Thus when the economic turnoil assailed
our country there was no outbreak of race riots. The
country was cal mand stable, and we coul d engi neer our
recovery.

15. Now the region and indeed the whole world is in a
state of turnmoil. Can we remain stable? Milti-racial
Mal aysi a has devel oped its own approach and renmedy to
raci al tensions and viol ence. W have decided to share
political power between the races and even tribes. The
ruling coalition has 14 mainly racially-based parti es.
We have learnt to get along with each other, preferring
to share our political power rather than favouring any
one race or party. W believe that it is far better to
have 10% of sonething than 100% of nothing. If anyone
tries to grab everything the resulting instability
woul d so damage t he econony that the greedy grabber
will find there is really nothing to grab

16. This consci ousness has made us totally committed
to maintaining stability under whatever condition. The
present regional turnoil, turbul ence and gl oba
uncertainties have strengthened our desire to remain



stable. W know it is far easier to concentrate on
neasures to overcone external turmoil if we are not
di stracted by internal turnoil

17. W have devel oped a fairly sophisticated approach
to crisis managenent. After the one and the only race
riots in 1969 when the world predicted the end of

Mal aysi a, Mal aysi an | eaders deci ded to downpl ay
politics and to set up a kind of non-partisan nationa
council to deal with the problens arising in the post
riot period. This group was able to tap talents from
outsi de the Governnent and to benefit from non-
political views. The National Action Council as it was
cal l ed succeeded in restoring | aw and order, a
conduci ve econom c and political environnent and
confidence in the future of the country. W recovered
qui ckly and went on to unprecedented prosperity.

18. Quite naturally faced with the econom c turnoi

foll owi ng the deval uation of our currency we fell back
on our crisis managenent nethod of the past and set up
a non-partisan National Econom c Action Council (NEAC
A commttee of the NEAC net every day and deli berated
over the information and figures on the state of the
economy, and proposed i mredi ate renedi al action

19. The NEAC has not been di sbanded. It was stil

busy tackling the problens of econom c recovery due to
the currency turnoil when the downturn in the U S
economny and the Sept 11 attack took place. Naturally

it took on the job of ensuring that Ml aysia remains as
i nsul ated as possible fromthe turbul ence in the region
and the world.

20. Wth the power of the Cabinet behind it, there is
no difficulty in ensuring that its advice and deci sions
are put into affect. By stinulating the donestic

sector the imedi ate effects of outside turnmoil was
reduced.

21. Political and Economc stability are nmutually
dependent. Political stability | eads to economc

growt h and economic growh help the achi evenent and

mai nt enance of political stability. This

i nt erdependence is very obvious in Argentina. W are
not certain which one comes first. But in Ml aysia we
concentrated on political stability in order to achieve
econom ¢ wel | bei ng.

22. One of the characteristics of the Ml aysian
Governnent is that it always has a big majority, two-
thirds usually. Relieved of the fear of being
overthrown the Governnment can act decisively and carry
through its decisions | ong enough for the results to
show.

23. Weak CGovernments can never be effective in solving



crises, not even in giving the country an effective
Government. Weak Governments are perpetually concerned
with defending itself. As a result it cannot carry out
any programre or its programe will cone off half-
cocked. And because of this the progranmes and the
Governnent nust fail.

24. The programmes of strong Governnents can fail too
but because the Governnment would remain in power for a
reasonable length of tine, it can make the necessary
corrections and adjustnents in order to achieve the
desired results. Countries where Covernnents are
changed after short periods can never inplenent any
plan or policy until the results are seen. In fact
each one of the Governnents will want to establish its
mar k by introduci ng new policies and plans and st opping
t he previous ones frombeing carried out. The result
is that no plan ever gets inpl enented.

25. A bad plan skilfully and pragmatically nanaged is
far better than a brilliant plan partially executed.

26. That is why in Ml aysia one of our ways of dealing
wi th both donmestic and international problenms is to
gi ve the Governnment enough power and enough tine to
pl an and i npl ement, naking corrections along the way.

27. The fact that must be acknow edged is that

Mal aysia is a nmuch nore stable country politically and
is able to ensure that even in tinmes of turbul ence and
gl obal uncertainties the econony renmains reasonably
strong and resilient. As soon as the environment

i nproves Mal aysia would be able to return to its growth
path quite rapidly. This was shown when the exchange
rate and capital flows were stabilised in Sept 1998.

By Sept 1999 the stock market had rebounded strongly,
Non- Perform ng Loans (NPLs) were reduced and busi nesses
resuscitated. By the year 2000 despite scares about

the MI1ennium Bug, an 8% plus growth was attai ned.

But for the economc downturn in the U S. we woul d have
been able to achieve growhs of 7% or nore in 2001 and
onwar ds.

28. The Governnent and the peopl e have not becone

conpl acent, have not rel axed. Despite plans and
tentative actions by extrem sts to nount viol ent
attacks and to overthrow the Covernnent, the vast
majority of the people reject violence and refuse to be
destabilised. There is no anbiguity about the
Governnent's or the people's attitude towards
terrorism W condemn terrorismand those found to be

i nvol ved were arrested and rehabilitated.

29. In the neantinme various neasures were taken to
ensure that there is better corporate governance and
transparency in business. Special agencies were set

up to handl e busi nesses which were grievously affected



by the econom ¢ downturn and to inject new capital into
t he banks. These neasures have yi el ded good results

and Mal aysi an conpanies are healthier today than before
capital controls and fixed exchange rates were

i nstituted.

30. The current big shift is towards a know edge and

i dea- based econony where the keys to wealth and job
creation are the extent to which ideas, innovations,
and technol ogy are enbedded in all the sectors of the
econorny. Wth this shift, we hope in the nedi um and
long termthe country can achi eve faster the goals of
hi gher standards of living and better quality of life.
O her qualitative aspects include greater individua
choi ce and freedom nore dignity and autonony and wi der
citizen participation in public and social life.

31. Malaysia is not a country for cheap | abour. Wth
the other countries in the regi on opening up to FDI
Mal aysi a cannot of fer cheap | abour as an attraction.

32. Ml aysia has therefore to rely on ever better
quality of workforce. W are training and produci ng
nore know edge workers to neet the demands of the I.T.
sector. In addition we have |launched the 15 km by 50
km Mul ti medi a Super Corridor wthin which we have

provi ded state-of-the-art infrastructure, new

i ncentives, policies and | egal environnent conducive to
the needs of the I.T. industry.

33. W had targeted for 500 I. T. conpanies to be cited
in the Corridor by 2003 but by the end of 2001 we have
already attracted 620 certificated I.T. conpanies

anong whi ch over 60 are world class. Wth support and
nurturing by a business friendly Governnent, the M5C is
set to becone a major |I.T. industry centre in the
region if not in the world.

34. But faced with the uncertainties in the world
econony and the greater conpetition from our

nei ghbours, faced also with the great advances in
technol ogy, we have decided to resuscitate the
traditional areas of growth. W are giving special
attention to the services sector and al so the
agricultural sector. Eight years ago all the Ml aysian
ports put together handled about 1 million TEUs. Today
the two biggest ports alone handl ed about 6 mllion
TEU.

35. New airports, expressways and power plants have
made their contributions directly and indirectly to
grow h. Substantial investnments in tourist pronotion
and products have yielded good results. Relatively | ow
cost of manufacturing have made us a centre for
fabrication of steel, alum niumand conposite
materi al s.



36. W believe we can recover this year with a
reasonable rate of growmh. Politically we are stable
and we are not as badly off economically as those
countries which received aid and advice from

i nternational agencies. Foreigners are welcone to
share our very positive environment.
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