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TI ME

MALAYSI A: LESSONS FCOR DEVELOPMENT

| feel greatly honoured to be asked to address

thi s distinguished gathering of parlianmentarians and
busi ness | eaders in Lebanon. | was asked to share with
you Mal aysi a's devel opment experience and the | essons
learnt. It is fair to say that every country is unique
in its devel opnment experience and the manner in which
its economic, social, cultural, political, and
institutional characteristics have evolved. There is no
standard reci pe for devel opnent that is applicable to
all countries, and | certainly do not have such a
recipe to offer today. | can only talk of Malaysia's
experience. If they give rise to ideas about

devel opnent in other countries, we will feel honoured
and flattered.

2. There are many sinmilarities between Lebanon and

Mal aysi a. Both have a long history of active

i nternational trade, Lebanon because of the trading
skills of its people and Mal aysi a because of its
strategic location at the southern nost tip of the

Asi an Land nmass. Because of this international trade
the people are fromdiverse ethnic and religious
affiliation. Wth occasional hiccups we have learnt to
live together quite harnoniously.

3. The founding fathers of independent Mal aysi a opted
for close collaboration between the Ml ay, Chinese and
I ndian inhabitants, first in the struggle for

i ndependence, then in the governance and devel opnent of
the country. There was extreme economnmic disparity

bet ween t he Mal ays and ot her i ndi genous people on the
one hand, and the Chinese and Indians the other

4. In 1969 race riots broke out and Ml aysi a was
witten off by the world. There woul d never be racial
harmony and peace in the country. But the doonsayers
were wong. The | eaders of the different races got

t oget her and decided to renove the cause for racial
conflict, which they identified as econom c disparity
bet ween the races.



5. Each race nust have a fair share of the wealth of
the country. This was not to be achi eved through

taking fromthe rich to give to the poor. Instead the
economny must be nmade to grow and fromthe growmh part a
bi gger portion was to be given to the Ml ays and ot her

i ndi genous people in order to reduce the inbal ance. It
wor ked. Al though the target was not fully achieved,

t he success was sufficient for racial harnony to be
restored. There has not been any race riots since the

i ntroduction of the affirmati ve New Econom c Policy.

Mal aysi ans believe and accept that it is better to have
a slice of a growi ng econom c cake than the whole of a
shrinki ng cake.

6. Peace and stability is essential for economc
growm h. To have peace there nust be equitability and
justice for all. For this a strong governnent is
needed. Since independence the governnents of

Mal aysia, by the will of the electorate, have al ways
been strong. Only a strong governnent can put into
operation good but unpopul ar policies, unpopular wth

t he people as a whole, as when taxes and road tolls are
i ntroduced, and unpopul ar with sone segnents when
affirmative actions are taken.

7. Malaysia is not a socialist or a conmuni st

country. It has always believed in the market. But
that has not prevented it from adopting socialistic
met hods in order to accel erate devel opment. And so we
have not just five year plans but also |ong-term
perspective plans lasting as |ong as 30 years.

8. This enables the government to determ ne the
direction of the country. At the tine of gaining

i ndependence Mal aysia was an agricul tural country,
dependi ng al nost exclusively on rubber and a fairly big
tin mning industry. While the popul ati on was grow ng

t he production of rubber and tin was unable to create
the growi ng wealth and job opportunities for the

i ncreasi ng popul ati on.

9. The way out was to industrialise. But Ml aysia

had no indutrial expertise, or capital or managenent
skills or know edge of the market. Wen other newy

i ndependent countries were nationalising foreign
hol di ngs and closing their markets to forei gn goods,
Mal aysi a bucked the trend. It decided to invite
foreigners to start manufacturing industries in

Mal aysia. For this the country was prepared to forego
taxes or local participation. Al that Ml aysia asked
for was the creation of jobs for its people.

10. Such was the success of this strategy that today
82 percent of Ml aysia's exports of nearly U S. Dollar



100 billion a year is made up of nanufactured goods.
Initially the goods were manufactured by foreign-owned
conpani es but today a growi ng portion of the
manuf act ured goods are by Ml aysi an owned and nanaged
conpani es.

11. Borrow ng again from socialist methods the
governnment went into the capital intensive industries,
such as Heavy Industries. Although only partially
successful, this government's initiative spawned

nuner ous supporting industries especially in the field
of engi neering. Sophisticated industrial plants and
equi prent are now produced by Ml aysi an conpanies for
t he donestic and export markets.

12. The industrialisation spurred the growh of the
Mal aysi an econony, creating jobs and increasing

di sposabl e i ncones and al so creating a need for
adequate nodern infrastructure. And so roads,

rail ways, power plants, water supply, ports, airports
have to be built. Building these not only contributes
to the expansion of the econony but al so provided
opportunities for acquiring civil engineering
technol ogy and skills. However care was taken that the
cost of these does not exceed the funds available to

t he governnment fromtaxes or fromjudicious borrow ngs.

13. The governnent follows closely the technol ogica
advancenents in the world and encourages the

acqui sition of new technol ogies for new industries.
Thus when conposite materials | ooked |ike becom ng the
material of the future, noney was invested in this
i ndustry and skills were acquired. Sophisticated

ai rpl ane conmponents are now produced by Ml aysi an
conpani es. When |.T. | ooked |ike being an inportant
area for growth, governnent provided noney and

i ncentives for local and foreign investnent in this
ar ea.

14. Research and devel opnent are given strong

support by the governnment. Laboratories set up by the
gover nnment have successfully increased the
productivity of Mal aysian industries. The Ml aysi an
rubber trees produce ten tinmes nore rubber than the
original tree brought fromBrazil. Simlarly the

Mal aysi an oil palnms begin to bear fruit in the 4th year
instead of the 7th year of the original tree. The
yield per tree is also greater. Now the research is in
the 1. T. field and al ready Ml aysi ans are producing
their own computers and other hardware as well as
software for domestic use and for exports.

15. Al these changes and progress require a change
in mndsets. Under British rule Ml aysians were nade
to feel so inferior that they believe they could never
be nmore than farmers and fishernmen. Unless they gain



some confidence in thensel ves, they cannot becone
skill ed technicians and engineers. Industrialisation
woul d not be possi bl e.

16. Accordingly the governnent went about changing

the m ndsets of the people and instilling confidence in
their ability. A slogan was adopted to convi nce

Mal aysi ans they can do anyt hing ot her people can do.
"Ml aysi a Bol en" neans "Ml aysia can". W can do
anything if we are willing to do it and are prepared to
| earn. Mal aysi ans were encouraged to do things that

t hey had never dreaned of doi ng before. Ml aysi ans

were sent to clinb Mount Everest. A Ml aysian sailed

al one around the world, achieving an internationally
recogni sed world record. Ml aysians parachuted down on
the North Pole together with a Mal aysia car, the
Proton, which was able to start i mediately.

17. WMal aysians served on United Nations Peace

Keepi ng Forces and 1500 of themwent to Bosnia to help
t he Bosni ans ward off Serbian attacks. Even when the
U N. stopped financing this operation, the Ml aysians
stayed on, enduring the bel ow zero tenperature with
whi ch they are not used to.

18. Al these achievenents hel p give confidence to
Mal aysi ans and prepare themto face challenges in the
new i ndustrialised Mal aysia that they live in.

19. When Mal aysi a becane i ndependent in 1957 the
popul ation was only five mllion and the per capita

i ncome was U.S. Dollar 300. Today Mal aysia's

popul ation is 24 mllion and the per capita is al npst
U.S. Dollar 4,000. It could have been nore but our
currency was deval ued by al nost 70 percent. We dream
of a population of 70 mllion in the year 2100. W
need this bigger popul ati on because for

i ndustrialisation we need a big donestic narket.

20. But administering a country with 24 mllion is

not as easy as one with only five mllion people.
Besides we are a nulti-racial and multi-religious
country. Education and civics is obviously inportant

in order to ensure that the people uphold the system

of governnents that we have. This is not easy. Wile
the governnment tries to bring everyone together through
t he school system sonme peopl e have ot her ideas.

21. W allow for governnent-ai ded schools in the
pupil s’ own | anguage. The result is that the Chinese
and Indian do not all go to the national schools,
preferring their own schools instead. The Ml ays are
all Muslim Although Islamis taught in the governnent
nati onal schools many parents prefer to send their
children to private religious school s.

22. This rejection of the national schools, although



not too serious, underm nes the governnent's effort to
instill good civic sense anong the future citizens.
VWhen the nunber of citizens growto 70 mllion, they
m ght not understand their responsibility as citizens.
They might not be able to contribute to the continued
growm h and well-being of the nation. If the country is
disunited and weak it will not be able to face the
chal | enges posed by such concept as gl obalisation

23. W are dosing our best to nake our nationa

school s attractive so as to train future citizens to be
civic mnded, responsible and able to continue
devel opi ng the country.

24. Mal aysia has anmbitious plan to beconme a fully
devel op country by 2020. To do this we must grow by
seven percent per annum We were grow ng nicely at
nore than that prior to 1997. Then the currency crisis
struck. Qur currency was deval ued and suddenly we
became poor. Qur businesses were in distress, and the
government faced the threat of severe recession. There
seened no way to avoid borrowing fromthe I M- and

pl aci ng our econony under | M- managenent.

25. Mal aysi ans are passionately independent.

Borrowing fromthe I MF and pl aci ng our econony under
their direction would nean a | oss of independence.

Besi des we have special problens which the | M- woul d
not allow us to resolve effectively. W have to reduce
the econonic disparity between the Ml ays and t he non-
Mal ays through affirmative action. W want to go into

i ndustries such as the autonotive industry, heavy

i ndustries which would not neet the approval of the I M-

26. Still we exam ned the advice of the I M for

achi eving econonmic recovery. W even tried it to see
if it worked. Very quickly we found that it would
destroy us. Raising interest rates, having a surplus
budget, bankrupting conpanies so that they can be
bought cheaply by foreigners, increasing non-performng
| oans by banks whi ch woul d cause financial distress al
around, allowi ng foreign conpanies to ride roughshod
over our ailing local conpanies - all these would
destroy our econony and end Mal aysia's aspirations to
beconme a devel oped country.

27. And so we rejected the IM- forrmula and its | oans
and devised our own way towards recovery. It was
frightening. W had to go agai nst the whol e world.
Everyone said we were going to destroy ourselves. They
were convi nced that we knew not hi ng about finance.

28. But as you know we succeeded, we recovered. Now
many agree that the IM- way is not the only way to dea
with a financial crisis. In fact the IMF way is a
ticket to disaster. Even if recovery is achieved the
debts owing to the I M- woul d keep the country i ndebted



to the M for years and years. There woul d be no
financi al i ndependence. The | MF woul d conti nuously be
peering over our shoul ders proffering unwanted bad
advi ce.

29. Ml aysia wants to be fully and truly independent.
Fromthe very begi nning we avoi ded offers of aid and
loans. W& try to live within our neans. If we seemto
be overspending it is because people assune that we
cannot afford the projects we carried out. The new
adm ni strative Capital Putrajaya, the K L.
International Airport, the highest buildings in the
worl d, the 800 km North South H ghway - they all cost
billions of dollars. They are big and they are costly
but they are within our nmeans. W did not borrow nuch
from abroad, a fact which saved us when our currency
was deval ued. W have huge savings - roughly 40
percent of our GDP yearly. And we borrow from donestic
sources, borrow our own currency, the Ringgit. If the
Ri nggit gets deval ued, we don't have to pay nore as we
would if we had borrowed doll ars.

30. Managi ng our finances prudently is a must. The
inflation rate is very low - |less than three percent.
VWi ch means, that the purchasing power of our people
are not reduced significantly. Wth the fixed exchange
rate against the U S. dollar, inported inflation is

m ni mal . Besides, in purchasing power parity ternms the
Ringgit is alnobst as strong in Malaysia as the U. S
dollar is in Anerica. Ml aysia Per Capita |Incone of
US. Dollar 4,000 is equivalent to U.S. Dollar 10,000
in Anerica.

31. Many financial experts all over the world are

still urging us to float the Ringgit. W don't see

why. Business is confortable with the fixed rate and
busi nessnmen |i ke knowi ng that their budget for the year
need not be revised because of exchange rate
instability. Cost of |abour in Ml aysia is higher than
i n nmost nei ghbouring countries but we have certain
assets which make investnents in Ml aysia profitable.

32. Malaysia is doing quite well. W are politically
and socially stable despite our multi-racial and multi-
religious popul ation. W woul d have done better

economcally if the world is doing well. Qur trade is
two tines the size of our G D.P. Consequently when the
worl d's econony is not doing well it affects our

economny. But we are finding ways of increasing our
trade with other countries to offset the dimnution in
the trade with our traditional partners |like the U S
for example. W see a great potential for increasing
our trade with this part of the world and we assure you
that our trade will not benefit us alone. W want to
buy as well as to sell.

33. W have a powerful crisis managenent team During



the financial crisis the teammnmet every norning to
consider all the |latest econonmic statistics, to note
what was not performng well and to devise nmeasures for
i mprovi ng performance. The teamis still active except
it meets once a fortnight. It has enabled us to tackle
i nci pi ent problens before they becone intractable. The
t eam has decided that the Mddle East or West Asia can
largely replace the U S. as a rich trading partner

34. Malaysian Mnisters are required to go on the
ground to ensure that governnent decisions, cabinet
decisions are fully and correctly inplemented. W know
very well that very often governnent decisions are not
i npl enented in time and often not even interpreted
correctly. Mnisters who participated in the decision
maki ng nust translate those decisions into deeds.
Bei ng hands-on is very inportant.

35. There are a thousand and one things that
governments nust do to make a success of devel opi ng.
We try in Malaysia and | think the results are quite
good.

36. W believe that exchanges of information is

i nportant. We think we can learn fromothers and we
are quite open to give informati on to anyone who may
think that there is sonething to learn fromus. W
have benefited not only from |l ooki ng East at Japan and
Korea, but al so at some devel opi ng countries in Asia.

37. | have tried to outline Ml aysia's experience in
devel opnent. | hope you find it worthwhile. Ml aysia
and Lebanon have a lot in common. | hope that we can

share comon approaches in the devel opnent of our
countri es.
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