Selvendra c/0

U.S. INFORM

american embossy |
aia building 10th f
kuala lumpur 01-17

flk SERVICE

21

telephone: 26321

Lran ibei

Could you please give the bearer the interview
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PREAMBLE

Professor Aziz, you have been in public life for over 20 years. Why have
you kept out of politics? Would not having been in the cabinet given you
the opportunity to realise reforms you have proposed for the rural sector?

| have been more interested in becoming a competent economist concerned
with rural development rather than a politician trying to keep in power.
The choice before me was to define the problems of rural development and
to conceptualize possible solutions. It would have been difficult to do
the research and the thinking and to be an active politician at the same
time. In any case, my ideas about'resolving the problems of rural poverty

in Malaysia may have been considered too radical before 1969.

How would you interpret the present struggle in Malay leadership? What are
the forces that are in conflict? Are the opposing forces an alternative to

Prime Minister Datuk Hussein's government?

My impression is that this is more a confrontation of personalities rather
than of ideas, methods or objectives. In a sense, all contending parties
are alternatives to each other including those who form the government,
Perhaps you are asking my opinion regarding the viability of alternative
personalities. For the present situation the current hierarchy seems most
likely to provide maximum stability, internally and externally. It would
be very difficult to forecast what would happen if there were drastic

changes in the external situation.

How do you propose to spend the next few years?

The greater part of my working life has been spent in the service of the
University of Malaya. | should of course like to do whatever is considered
necessary. Nevertheless, from the near future onwards, | hope to

redistribute more of my time and energy to writing and teaching.
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What do you see as an economist for Malaysia's future. Would we make
gains in increasing per capita incomes and in a fairer distribution of
weal th?

If there are no drastic changes in the international economic situation,
Malaysia's fﬁture should be fairly well assured. There is always a conflict
between economic growth and a fairer distribution of income or wealth. It
is un]ikely that we can do both at the same time. The external impact of

inflationary trends may exacerbate this situation. | would like to see a

deepening of industrialization, Perhaps we may have to do this in the public
sector, if foreign investors continue to be as reluctant as they are now.
What | would really like to see given much more emphasis are programmes to l
raise the incomes of the poverty groups in thé rural areas mentioned in the

Third Malaysia Plan.

THE COOPERATIVE MOVEMENT .IN MALAYSIA

What are some of the problems of the cooperative movement in Malaysia? Has
the establishment of Angkasa helped to overcome these problems?

It may be surprising fo hear me say that after 50 years a very large proportion
of members of co-operatiye societies in Malaysia are rather ignorant of co-
operative principles. Certain recent events have demonstrated this weakness
in their appreciation of the practice of the true spirit of co-operation.
So, | feel that education and propaganda are the main problems. The content
of education in its broader sense has to bé defined and clarified. There
must be sufficient manpower and organization to disseminate it. The move-
ment has realized the need for integration according to function, e.g. in
housing, in transportation or among the school co-operatives. Several very
large co-operatives have spread their investments into a variety of modern
fields. By setting up authorities, like the Farmers Organization Authority
and MAJUIKAN, both of which cater for all the co-operatives in farming and
fishing, respectively, the government has attempted to coordinate and
integrate its developmental thrust. While this has been a good thing, there

is a rising need to shelter the farmers and fishermen from the bureaucratic

oppression which can arise in Authorities that are not genuinely answerable
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to the mass of their members. ANGKASA has helped to meet some of these
problems by defining them and by répresenting co-operators at many levels
and in many situations, One of thé first steps ANGKASA took was to have
long discussions about the nature of co-opérative principles that were |
most suitable for Malaysia. Thésé are now enshrined in the ANGKASA
Manifesto on Co-opération. ANGKASA is happy that for the first time the
government has séen‘ fit to includé a statement of co-operative principles

in the co-~operative law. Much of ANGKASA's activities in representing the

movement or specific groups of members has been carried out by unobtrusive
negotiations at levels that have been effective. This is why a lot of
people including some ANGKASA members do not realize what ANGKASA has

achieved. Nevertheless, I personally favour the low profile approach.

Has the establishment of ANGKASA helped to reduce dependence on government
to sustain the cooperative movement in Malaysia?

Your question has an implication that only the co-operative movement has
depended on thé govérnment ( for its sustenance. The fact is that

virtually all the public corporations depend on government for their sus-
tenance. In many ways, the private sector, especially the powerful agencies
that were established during the colonial period, are quite dependent on the
government for their profitable éxistence. [ believe the establishment of
ANGKASA has hélped the co-operative movement to establish a better relation-
ship with thé government so that its policy regarding the role of co-operatives
in ecocomic development and particularly in rural development muld be better
realized. Certainly one thing that ANGKASA has achieved is a realization of
the concept of leadérship that transcends co-operatives of all races as well
as urban and rural co—operativés. Before independence many co-operatives
were established on racial lines. The department seems to have been diyided
administratively between an English speaking urban element and a Malay and
Tamil speaking non-urban element. This attempt to promote national unity

will ultimately strengthen the economic base of the movement.
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Why is it that urban cooperatives are more successful than rural cooperatives?

This is a very complex question. It depends on how you would measure "success''.

|l do not consider ”b?gness”-as ‘necessarily a measure of success. Primarily,
I would liké to know the extent to which members and particularly the leader-
ship are succéssfullin practising all the co-operative principles. On the
othér hand, I would not like to give the impression that | do not consider
certain urban-based co-operatives in the field of insurance, banking, super-

markets and workshops, are not successful as commercial institutions.

What role can the Cooperative College play in training manpower for the
cooperative movement in Malaysia?

The Co-operative College now has a one year Diploma Course which should
produce professional co-operative workers who are reasonably well trained

in management, accounting and co-operative principles. We have been trying
to improve the Col]egé during the last few years. This has been rather slow
because some authorities pay moré lip sérvice to the need for mprovement
than anything else. The College now has much better qualified staff. It

is just abQut to have a decént hall which can be used for teaching purposes.
Until now every timé a lorry or Es drove past the building, you could not
even hear yourself., After séveral years of talk about improving the Library,
the College is still waiting for the necessary finance to do this. From the
way things are going, | would expect a better rate of progress during the
néxt two yéars. And, during this time, too, some graduates form the diploma
course should be able to convince co-operativés of the need to hire full-

time trained managerial staff.

In your estimate, how much of rural credit and marketing is handled by the
cooperative movement? Do the middlemen still play a significant role in
the rural sectoy?

| would guess that rural credit Proyides less than ]0% of the actual amount
borrowed by the rural producers. In the field of rural marketing the co-
operatiye moyement probably hand]es legs than 3% in terms of value. From
this it should be clear that the middlemen are the main force in the rural

economy. In some instances, certain public authorities which have been
established to help the rural people haye actually strengthened the mono-
polistic and monopsonistic position of the rural traders. 5/, ..



Are you encouraged by the growth and performance by the cooperative move-
ment in the last 20 years?

If | could shorten the period to onélof the néxt five years, | would say
{ feg) rathér optimistic about the futuré of thé co-opérativermvement.

| am especially hopéfﬁl of thé impact that will be made when thousands of
school children who now participate in rﬁnning sﬁc;essfu] co-operatives

join the adult world and play an active part in the co-operative movement.

Do you feel that Cooperative movement is a viable alternative to the private
sectoy operations in the rural sector?

In certain sectors of the rural economy the co-operative movement should be
able to reduce poverty in a more effectivel way than private enterprise

could hope to do. Nevertheless, we should bear in mind that the general
pattern is one of perva;ive domination by private enterprise with some
attempt by the public sector to modify exploitation by providing alternative
systems or by providing competition in what would otherwise be a monopolistic

situation. [n all this the co-operative movement, as it is now, can only

play a marginal role.

Will the establishment of Agricultural Development Centers helped to co-
ordinate seryices by the cooperative movement andother agencies 1ike FOA
and MAJULKAN? "

As | see it the ADCs haye yet to be properly established on the ground.
Their potential for raising income by the provision of integrated and co-

ordinated seryices is very great. | look forward to something being done

this year.
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The government has recently taken a decision not to make deductions on Jloans
and contributions for co-operative societies that do not have a 100% govern-

ment employee membership. Has ANGKASA sagght a solution b this problem?
Indeed, this is a good example of how ANGKASA fynctions.

As soon as our members brought this matter to our attention, we commenced
negotiations with‘fhe government. ANGKASA has established a bureau that will
be the sole co-operative organization to be recognised by the government

for purposes of col]ecting deductions from the pay-sheet. 'This bureau will
use fully computerised services and eventually it should be able to provide
co-operative societies with other facilities such as audit services or

management consultancy.

UNIVERSITY OF MALAYA, HIGHER EDUCAT{ON, AND CAMPUS STUDENT ACTIVITIES

Now that the complex of buildings for the graduate studies are ready, what
plans are there to coordinate all on-going research at the various faculties?
What adyantages would a Graduate School have in that respect?

The new buildings that lie between the Faculty of Engineering and the Faculty
of Economics and Administration, are going to house the Faculty of law, the
Library for advanced studies, a building containing five lecture theatres,

and a building for postgraduate students who do not require laboratories for
their work. e a]réady have several yéars of experience in co-ordinating
advanced résearch of national significance. |f we can have a postgraduate
institution, then it will bé possib]é to promote interdisciplinary studies
more efficiently., The University of Malaya is spending nearly $13 million

a year on advanced research and it has nearly 500 graduate students registered
in the various faculties, 0bviously7 we can be more effective if we can

co-ordinate and integrate our advanced studies under one institution.
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After the introduction of the University Colleges Act (which defined new
rules for student campus po]iticsl, students have generally tended to
withdraw from any active participation {n university student societies.
Response at the yarious elections to the Students Representative Council
and the student societies were very poor. However, in. 1976 there appears
to be a new spirit of cooperation between students, thewiversity and the
goyernment. In 1976 many student societies have held activities with the
support of the administration, and in many cases, cabinet ministers par-=
ticipated actively in these programs.. Do you see a new basis for cooperation
emerging? . Have student leaders Jearned to live with the new regulations?
How has the university facilitated such cooperation?

As | havé said in another context, we aré ]iké captains and crew who have
joined a new ship, different from the me we were sailing in béforé. My
impression is that during 1976 we made considerable progress in learning how
to operate within thé constrains of the new vessel. Some student léaders
have learnt bettér than others how to proceed within the ambit of the new
regulations. We have worked very closely with a wide spéctrum of student
Jeaders to help them achieyve the specific objectives of their respéctive
organizations. There are oyer 40 djfferent student societies ranging from

a fencing c]ub to religious societies. Then, theré aré stﬁdent representatives
for the whole studént body, for the different facﬁltiés as wé]] as the
residential colleges. One thing that gave us leeway was the reasonably
adequate financial provision made to the division of student affairs. This
enabled us to support effectively a yariety of activitiés in sports, cultural
and religious programmes, etc. | haye continued my practice of meeting
student leaders on an informal basis and | have always tried to make them
understand the real situation that exists and the génuiné possibilities that
are there, so long as they recognise certain constraints that are absolutely

inflexible. We have had many frank discussions in this context.

Student Jeaders in the MPP (Students representative Council) who resigned
recently after haying made some unsuccessful demands, are reported to have
'rejoined! the council.. How were they persuaded to take this action! Were
their greviences attended to?

The fact is the University of Malaya Council did not consider that certain
members of MPP had actually resigned. There was a list of grievances. These
have been dealt with and | am optimistic that we can all work together for the

benefit of the whole student body, As | mentioned above there is a great need
for al] parties to realize they are operating a new kind of vessel, which needs

to be serviced, powered and adjusted in a new way. 8/...




With the appointment of Deputy Vice Chancellors (bVCs) responsible for
student affairs, has it been easier for Vice Chancellors to deal with
student prohlems? Some claim that with the appointment of DVCs for student
affairs, the Minister of education can now directly deal with student
problems in the different campuses. Has this been the case, or are V.C.s
stil] very much in control?

| can only speak about my experience in this University. We hayé always had
a fiym and friendly relatlonship.with the Minjster of Edu;ation as well as

the officers in his Ministry. Ceytgjnly’procedures for decision making are
bettéf defined and fastér NOW. To decide who is in control, you have to
separate policy making at variqﬁg ]eyéls from actual executive impleméntation.
In so far as imp]eméntation goes, the V.C. and his supporting staff are in
effective control. [ndééd, éyérybgdy séems to expect ''the man at the top"!

to do'his job. Néyérthe!éss, there aré ;ertain mattérs that shoﬁld be

decidéd by thé Minister while others have to be examinéd and approved by
Ministry officials and certain branches of the govérnmént sﬁch as the Public
Seryices Departmént or thé Treasﬁry. We have p]énty of opportunities to
liaisé with these bodies and to make our viéws appréciated. Thén theré are
thé authorities of the Univérsity sﬁch as the Coﬁncil which has a number of
membersvwho are appointed by office and the Senate which is responsible for
academic matters. So Jong as général objectiyés as well as specific aims

are known and accepted by all parties concérned, the V.C.'s task is mahageable

and very interesting.

The Unlversity Colleges Act has equiped the university with sufficient powers
to discipline students who deyiate from the Act. But what happens when
students demonstrate outside the campus? Obvious]y, it becomes a police
matteyr, but can the university act on these students before they are expelled
by the court of law? What happens if they are acquited as in the case of the
last student demonstrations in Kuala Lumpur in 19757

|f students are charged in court, then according to the law they are automatically

suspended from their status as university students. If they are acquitted,
then they are reinstated. Howeyer, if they are conyicted by a court of law,

then they will he expelled from the university.
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What policies are pursued by the university to promote greater inter-racial
and inter-cultural activities? The Majid Report on life on the University
of Malaya campus outlined many areas where there could be an improvement in
the ethnic relations of students on the campus. Was this report considered
to be good, and haye the recommendations fo the report considered for
implementation?

We place tremendous emphasis on cultural activities both from the point view
fromlpartlcipation as well as appreciationf These range from art exhibitions,
stage shows, film festiyals to musica] groups. The first step is to help
students realisé their own cultural heritage. They thén will be more willing
to accept, to tolerate and éven appreciate cultural activities of other races.
This must be done in a very practical way and on a regular basis. In this
respéct excessice penetration by western youth culturé, especially in music

and dance, is not necessarily helpful. Malaysia tends to import a rather

largé amount of the decadent drégs form.western culthre and this can produce

the kind of aggressive “put-downﬂ attitude that is in compatible with the

ideas that young people in a deyelopingcountry should have. To promote

inter-racial activities, we also encourage a wide yariety of games. Once

upon a time this unlversity was saidvto be the sportmen's gravéyard,subse-

quently only star players were active. Now by a great variety of inter-

faculty and intér-co]]ege as well as inferfvarsity games (something like

14 differént kinds of games) we are able to‘Persuade over 1,500 students to

be active in sports. Qur inter-faculty games involye the mrticipation of

students as well as staff invthe resPectiyevteams. This is good for student/

staff relations. We have been able to do much more because we haye been

given the finances and considerable scope for décision-making in the es-
tab)ishment of sports facilities. Most of the recommendations of the campus

]ife committee have been implemented.
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The 'Dakwa’ movement is galning strength on the campus of he universities
and colleges. . Is this a phenonmenon that is confined to rural students?
Does the moyement restrict unlversity. programs In sports, drama, and other
cultural actiyities? How Is the university coping with the movement?

Has the moyvement the potential of a pressure group in the campus?

We do not seé the ”dakwah" movemént as sométhlng that prodﬁcés difficﬁlt
prob]emé. It Is an éxpréssion of stﬁdéntﬁ' faith in thélr réligion. The
unlversity has ré5ponded by proyidfng facilltiés whéré nécéééary and
working c]osé]y with studént_]éadérs of the movement . |-shoﬁld'méntion
that sevéral Christian groups as wé]] as Bﬁddhist and Hindh groﬁps also
sponsor réllgious activities. If the ynivérsity is r.going to accomplish
its objé;tivés we have to learn to l1ve with each other. | think this is

what actually happens.

Do you think there are general variations in the orientation of Malay and
non-Malay students on campus? Are there differentes in their political and
cultural priorities? '

[ have comé to aPpréclaté that ;héré aré very_gréat differéncésin thé
orientation of students who come from different traditional backgrounds.
Most of thosé who haye récelyéd théir‘sécondary édﬁtatjon in the English
schoo]s.aré fairly homogénohs. Howévér,ﬁthosé who come from thé Malay
médiﬁm -or tﬁe Chinésé médlum schools are rather différent in théir oﬁtlook.
l reaily béliéyé that a good_ﬁnderstapding of thésé differéncés is éssential
foruoﬁr total shrviva]. Neverthéless, | woﬁ]d rémindyﬁjthat in many ways
thé'Uniyérslty of Malaya Is nothing moré than a mirror Qf thé Ma]aysian

political and cultura] mosaic.

There has been a spate of resignations form the uniyersity's Medical
faculty. What is your problem in keeping these staff members? . Is the
faculty staffed at a satisfactory level to produce juallty graduates from
the un?versity? s It true that Australia has withdrawn_recognition of .

the University of Malaya's M.B,B.S degrees? =
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WIth regard to Australla,l would remlnd you that lt has also wlthdrawn .
' South Wales,etc, 1 am Informed that Ualayslan graduates can stlll reglster

country.

' satisfaction in teachlng,acar(ylng out'research and enjoying the university‘
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As 1 have explalned elsewhere (see my" report

at the Meetlng of the. Court °" 8.] 19771-the reslgnatlons have been offset ke

by new apPotntments and actUally there s a net galns “Wlth a 4 student to

) staff memBer ratlo, I would conslder the Faculty of Medlclne operates at

a rather generous leyel. Thls should be comPared wlth the Faculty of Arts*'”
where the ratlo can Be 21 students to one staff member. | llke to thlnk - £
that we produce g;aduates of standa;d quallty from all our facultles.‘< :

EEErmoe e e R e e e e e

recognltlon from tﬁe degrees of Unlyerslttes In Hong Kong and Sngapore.‘g_
Thls relates to the attltudes of Medlcal Counclls ln Victorla and New '

ln‘Queensland'and the Northern lerrltorles, In any case, | like to think

that we are not educating people for export but for seryice in our own

- s e S S . e e LWL NG AR BT

So long as some teaching staff feel that they want to ‘earn more money than
the unlyerslty can offer, then we cannot hope to keep such people. The
unlve;slty teacher bas to be selected from the kind of person who flnds

way of life. In certaln cases It Is actually a good thing for people who

disagree with out policies In language, etc, to work elsewhere.

What do you conslder as. your major accompllshement at the unlverslty since
you took oyer your “.Vice Chancellorship In 19687 Would you have done better
f you had 3 more cooperatiye University Council?

Unllke some British or Amerbcan puhlbc ftgures, | do not keep‘a'dlary and so
my- ‘reflection has to be a rather casual one, Nevertheless, some of the
things that I have had satlsfactlon tn seelng through Include the deflnltlon
and lmplementatlon of Bahasa Malaysia pollcy, the restructurlng of the student
populatlon and the stafflng ln accordance wlth natlonal objectlyes of giving

a falr Proportlon to the Bumtputra, continual regular readjustment of
structures of declsion making and of the adpinistration to meet changes in the
law and secular changes (n hlgher educatlon, the plannlng and formatlon of a
Postgraduate educat{on, major lncreases ln sports facllltles and actlvltles,

extenslon of cUltural actlyltles ln drama, art exhlbltlons, fllm festlvals, etc.
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Paradoxicaiiy; moré facilitiés havé beén built in many of these flelds now
that the Ministry plays a much more positlve role ln un|yerslty affalrs,

If ever a history of this University Is written, perhaps it wlllvbe seen

that some members or some of its authorit}es continue fighting the battles

of ”yéstér yéar“_long after victory has been gajned. As we aré accomp]ishing
more bﬁsinéss'than éver bgfore, yet‘meetings are relatively shorter, we mﬁst

have discovered some better modus for decision making.

Do you think there has been sufficient planning in the development of
uniyersities In Malaysia? We now have a total of five campuses, whereas
we. had only one up to 1974, Do you see a glut of graduates coming on the
scene soon? ‘ '

As soon as théré_was more than oné university, we_néédéd a strong aﬁthority
to plan and co-ordinate higher éducation, In some coﬁntries thére is evém
a Ministry for Highér Edﬁcathn. Now ;hat.there aré flvé Qnivérsities and
they haye to conform to rules and procedgres that affect all the public
authoritiés in thé_country, wé_really need_éffectiyé co-ordinating machinery.
There has béen_considérqbfé progrgssiln the last féw years in sétting up a
variéty of co-ordinating committées, etc. | do not think it is a vital ;
problem but différénces in imPlemen;atjon can cause tension,_irritation or
unnecessary friction not only between uniyers(tjesAbut with employees and
stﬁdénts. My yiews on graduate gmgmp]oyment are well-known. | do not
think there wil] be any serious unemployment of any kind of graduatés until

some time {n the early 80s and these could be mainly in the Arts stream.

What plans has the university to restructure the predominance of Malay
students in the humanities? Have these programs been successful so far?

We aré trying to accomplish two pollciés slmﬁltanéously. Wé are trying

to increase the proportion of sclénce stream stﬁdénts and thereby reduce the
Proportion [f noﬁ thé absoluté npmbgr of students in the humanities. At the
same time, we are trying to Increase the proportion of Malay students in the
sciencé-baséd facﬁ]tlés So far, we haye made perceptible progress in both
dlrectlons.:éif we can set up our Centre for Foundatuonr§fgéges in Scnence

whlch,wll] have a total outPut of 500 candidates for entrance to the scnence

stream faculties, then we should be able to complete the restructuring by

1979. 1374 s
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What steps are being taken to ensure that while the medium of instruction
at. the university Is changed from English to Bahasa Malaysia, high standards
are maintained?. - Oyer 90% of the books at the university library are in the
English language. . For a competent student, English is. imperative. . How does
Pusat Bahasa (Language.Un[tl_cope with the need to ensure that students are
competent in both languages?- | understand that students at the Faculty. of
Economics and Administration, and at the Faculty of Law are very competent
in both languages. s there a basic language réqulrement for entry into

these faculties?

| think It is wrong to imply that_a'changé in thé médiﬁm of instrﬁction from
English to Bahasq Malaysla will result in a lowering of standards. Staff
shpuld be encpuraged tp learn_Bahasa Malaysia, At present more than 60 mémbers
are ga]ning ?gggﬁgégates of Prpf{cten;ztg?fBahasa Malaysia each year. We bavg ‘
3 variety of!}earning programmes to sgiﬁlpged;._ Lecturers shpu]d not be
encouraged to start teaching until they are reasonably competent, The fact

is some people cannto really teach even in English. Théy merély réad_lécture
notes_that are comp[]at[ons from {eference.books. Lf you know your subject
thoroughly you can teach it in any language that you can spéak, Régarding
textbooks and referénce books, of coursé, sincé the bulk of thém aré in the
English languagé, it will] be impératiye for the majority of our stﬁdénts to
have an adéqﬁate compéténcy In reading English. To deal with this we have a
thrée-yéar réséarch programme entitled the University of Malaya English for -
Spécial Pﬁrposés Projéct,(UMESPPl_which Is_designed hltimately to produce a
teaching methodo]ogy repleat‘wtth a textbpok and a teacher‘s manual to help
students bécomé thoroughly competent'in‘reading’English. Prlmarily, wé aré
concéntrating on studént; in thé Science stréam. Most facﬁltiés réqhiré

students to reach a competency in both English and Bahasa Malaysia before

they graduate.

How haye the recommendations of the lbrahim Ali. Salary Report affected the
university salary scales? Haye the salaries been revised to enable you to
attract competent and high qualit teachers for the university? 1§ it true
that the Vice Chancellor's scale {s reduced relatiye to the civil service
scale? : ..o : : _

What 1m$act will the Ibrahim Ali Report haye on redistribution in the civil
seryice? Some have already claimed that the disparity in the new scales are
even wider, to the disadvantage of the lower income groups? It this a correct

apPrdisé]?

iie

| would n
of negotiation between staff and management. If, as you imply, university
service becomes less attrative in terms of remuneration, then thls will be

14/...
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regrettable. | might copment on the question of disparities when the

whole matter has been made public.

RURAL DEVELOPMENT, THE NEW . ECONOMIC POLICY, AND POVERTY ISSUES

Professor Aziz, you first wrote about Malay poverty in 1957 in an articlé
titled, 'Facts and Fallacies about the Malay economy'. Do you feel that
the article has any releyance today after about 20 years of its appearance?

l would say that poyerty Is as signifi;ant an issue today, as it was 20 years
or eyen 50 years ago, My comments about synthetic Malay capitalists find
echoes almost every week In statements by national leaders about the undesira-

bility of Ali-Babas, etc.

Thé roblém of rural déyé]opment that you. (and. Za'ba for Zainal Abidin bin
Ahmad) had discussed are slowly gaining acceptence in the government's
development plans. Do you see this as a positive sign for rural deyelopment?

| déalt with the concéPt of poyérty, Now wé know a good deal more aboht fts,
statistical aspects. Since 1969, in the Second Malaysia Plan. poverty or
rather the eradication of Poyertylhgs.become one of the two main thrusts for
economic deve]oPment. Howeyer, excessiye re][an;e on techno]ogjcal change

or land settlement will not in my opinion promote the kind of rural deyelop~
ment that is hoped for. There seems to be a reluctance to face up to the
neéd for Instltﬁtlonal changés in economic_relations such as‘credit,
markétlng, ténancy, etc, | beliéve_that technological change has to proceed

in concert with {nstitutional change.
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Although there has been a good deal of discussion of Malay poverty, little
has been said on Chinese and Indian Eoyerty in rural areas; particularly
Chinese in New Villages and Indians in the small rubber holdings. ‘

In addition to this, there is the constant. reference to the rich Indian and
Chinese as. against the poor Malay. This tends to aggravate national unity,

| think the basic problem is that many economists (and almost all politicians)
tend to think In terms of race rather than in terms of 'economic groups’.

For example, Is there enough work being done in Malaysia to determine how the
distribution of wealth is within the communities (as against between the
_communlties)? How many Chinese gre towkays; how many Malays are company
directors (particularly the phenonmenon o¥ a few holding a multiplicity of
directorship); and how many Indians are really money Jenders? 4
Unless there is this perspectiye to the proklem of poverty, we are likely to
stray from the real issues. What is. your reaction to the lmportant element
of research in solying poyerty prohlems?..

Some mémbérs of thé fa;ﬁlty of Economies and Admlnlstration haye published
competent.empirlca] studles about the distribution of income according to
race, [ndpstry! areq, etc. Other studies are in progress. Unfortunately,
the studles‘tﬁat form the basis for ca]cp]atiqns in the Third Malaysia.Pian
have not been officially pub]ished although Jocal scholars can réad them {f
they go to England of Washington. The real issue is the eradication of
Poyérty erespectlye of race, as the Pan states. The diffichlt problem is °
that wh[le many ]eadTUQSpokéSménpax‘IiP,SeTVtcevtd_this aim, what they_ '
practise {s Just the opposite. There are certain racialistic elements in the
form of monopolistic exploitation. On the othérvhand,‘ the probléms of
yégétab]e farmérs or fishérmén transcend éthnic grpupings. Thé Univérsity

has given much help in money and time to bona fide research projects on this

subject.

Both Za'ba and yourself have.expressed the need to train the Malays in skills

so that they may move to more productive occupations. The government has over
the last ten years built many institutions to train Malays. Specialised agencies
)ike MARA haye established {nstitutions specially for the Malays. Would you
consider the progress so far as satisfactory? ) ‘

It is undéniable that MARA has prbducgd a large number Qf Malays who havé been
able to‘en;gr ayenues ‘of occupation hitherto tota!)y derid*oflhlay\workers.'

______

Howeyef; | WOqld like to say much more work'shou]d'béiabhe'[n training Malays,

practical]y,to get them i
cal and mechanical servicing. .

nto the construction industry and the fields of electri- -
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In my oplnion it is more important to have a large number of competent Malay

mechanics employed n workshops and fgctpries_all oyer the'country than well-

dressed young Malax hostesses handing' out wine lists in expensive restaurants.,

Professor Aziz, for a yery long time gou haye adyocated institutional reform
to solye -rural poyerty tn-Malaysta, erhaps there :is a misunderstanding of
the term, but the government has responded with a multiplicity of institutions
to sqlye rural poyerty. To name g few, UDA, SEDCs, Felda, Bank Pertanian, FOA,
MAJULKAN, MAJUTERNAK, Bank Rakyat, Bank Pembangunan, MARDL, FAMA, and many
others, Haye these [nstltutlons,(lt s ineyitable that most of them duplicate
functionsi.heTped to solve some rural problems?

Somé of thesé 50 calléd ”institﬁtions” have'bécome cent}és of bureaucratic
grandeur. 1 am still to.bé_convin;ed of théir positiVe fmpact on rural
incomes, especially those below thg poverty lrne.' As you indicate insti-
tutional reform shogld not be confused with the setting up of institutions.
The alphabeticgl agencies are in a way dtversions from the réal problém. In
some cases, the agencles'have come jnto competition with Bumiputra traders,
etc. Ln other cases, thgy merely.hglp‘to graft Malays on to non-Malay systems
of éxp]o(tat[on. Thus Jeaving the essential problem of povérty causéd by
exploitatlon to remain. '

In -restructuring society, it has beén suggésted that Malays shoﬁld be brought
to the cities for employment in more product]ve occupations, This has re-
sﬁltéd in rﬁral-urban migration. Some of them hayé found Jobs, othérs haye

to wait longer for oppoftﬁnltiés to appear. Do you séé soclo+economic problems

gssociated with rural-urban migration?

‘tha]/urbanAmigration is bound to cause socio-economic p;pblems. Neygr-
théless, this is a pré-requlsité for ypung'Malax workers, especially women '
workérs, to galn a fair share of thé new better paid jobs created bY indus~
trlaltzat[én; [ hayé suggéstéd the‘fopmatlon of a speclal body to take care

of the problems of young women workers and wil] be discussing this in a paper

Jater this year.
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You had suggested the formatlon of Tabung Haji (Pilgrims Savings Fund) which
today has a total savings of over $70 million. Would you discuss the
philosophy behind the fund, and what impact did the fund have over rural
savings and investment?

Théré are two eléments béﬁfhd thé concept pf this fund. Intérést Is strictly
prohibited In Islam. That is a fixed payment for thé Qsé of monéy is defind
as interést. Thus any form of profit sharing is not prohibitéd. It ls.thé
fixity at the time of lending or borrowing that détérmines the concépt of
lnterést. It is not the amount of thé ra;é of intérest that is often thought
aboht as différéntiating interést from ﬁsgry. Thé sécond idea that struck me
was that thé rural péOplé hayé one very substantial récognizablé motivation
for.sayings and that [s to fﬁlfll as essential reqﬁiremént of Muslims, i.,e.
the pérformancé of thé pilgrimage to Me;ca. By combining thé idéa of having
a savings corporation that woﬁld‘be based'on profit sharing rathér than paying ’
out fixed intérést, sﬁch as_i; doné by'thg Nationa] Sayings Bank or in thé
Treasury Bonds, that would overcome the_repugnancé of intérést. By making
this fund mainly»;oncerned with the_pt]grjmage, wé coﬁld»attract rural
sayings. This would also ayoid many bad effects that the rural people had
created to keép thétr sayings, [n the past.'AAlthough great progress has

been achieved | would like to see this corporation broaden its activitiés

and Proylde a beftér serylcé for jts c]iéhts. 1 am‘makjng‘a study of_this at
the moment and wil] properly write about.it later in the year. | have heard
some rumours of corruption and mis-management that are rather worrying. If

they are true, then this should also be looked into.

You agree that lslam is a strong force in Malay social and economic life and
you haye researched ‘into many aspects of Islam on Malay society. It has
been said the lslam is a bulwark against communism. Do you think that klam
alone will saye this nation from the Communist threat?

If this natfon is threatened by an armed force from within or without, then
all citizens lrrespective of their religious belief must be patriotic enough
to defend their nation with their lives, if necessary. In so far as lslam

will strengthen the patriotism of Muslim citizens, It will be significant.

In so far as corruption and high living may make Malaysia a soft state",

then anythfng that can rdduce these eyils will help to preserve this nation.~ -

If the elimination of poyerty is strengthed by a proper appreciation of Islam
then this will surely make Malaysia a strong state.
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However, if some people merely use lslam to gain wealth for themselves or

to try to frighten other thinkers or leaders into silence, then such practice

will not be very helpful in "saving this nation'.

The New Economic Policy seeks to ensure that Malays would own 30% of the

total assets in Malaysia by 1990. It is strange that the NEP is silent

on the distributive aspects of that 30%. For example, assuming that the
policy was a realistic appraisal of the rate of capital accumlation by. the
Malay population, we may well have. 4% of the Malay population owning the 30%
of assets, in which case, basic inequities will continue in the Malay economy,
and income disparities will be further widened. Do you think this problem
would arise? What steps should the government take to ensure a fairer dis-
tribution of wealth?

Certainly thé problém of intra-Malay distribﬁtion of wealth or of income will
arise if we ever reach that 30% Jevél. | have suggésted that the agenciés
that have been set up to hold the wealth in trust for the rest of the Malays
should be headéd by peoplé who aré "clinically honést“. l_woﬁld like to
ensure such a high degree of honesty by giving them salaries and conditions
of service comparab]é of those of judges of thé High Court. 1 think they
and théir familiés should be prohibitéd from having anything to do with
trading in shares, acchmulating wealth in various forms, etc. They shoﬁld
not use their positions to énrich themsélvgs or their families. Otherwisé,
when the timé comés to help redistributé wealth, théy will beery reluctant

to do that joh..

Goyernment statutory bodies invest public funds in projects that eventually
will be transferred to Malays when they have acquired the capital and
expertise to manage these projects. How should this transfer take place?

| have not séen any cléar thinking on this sﬁbject. | find it difficult
to imagine how the transfering will be organizéd. At présent all] that we
have accomplished is thé créatipn of a relatiyely smal] number of rathér
wealthy Malays. [n itself there is nothing wrong with this. However, if
it diverts our atténtlon from the problem of eradicating poverty, or it
postpones the need to define how an equitable system of transfer will be
organized, then we would haye deyiated»from not only the basic aim of the
Third Malaysia Plan but from the Rukunegara.
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11. It appears that a true valuation of each community's total assets is a
crucial element in measuring relative wealth or poverty between communities.
| understand that land assets have not been included in the calculations
that are used in NEP calculations. Land is a very valuable asset, and one
that continues. to appreciate in value. Do you think imputed land values
should be included in a revised calculation, which may well result in the
Malay community being much better than reflected by the present NEP figures?

According to my analysis thé réa] problem of poverty can only be measuréd in
terms of income which is & flow and not in térms of wealth or propérty which
is a stock. Theréforé, | do not hthink it would help our appreciation of the
oyerall economic Prob]em if we were to aggregate jmputéd Jand valﬁes into
whole model. In any case it would be yery difficult to set up a system for

defining such Jand vyalues.

12. Do you think the 'sarong' -index still has relevance today, inspite of the
advent of Levis! and Maxis'?

The trouble with my "sarong" index was nobody stﬁdied it véry carefully at the
timé | mentioned it, It is only useful for gaining a qﬁick impréssion of the
distribhtion of income or wealth in a kampong that is fairly remoté from the
main towns. Where people have only two or thrée piéces of textiles per head,:
then the ''sarong" indéx coﬁld bé useful. Surprisingly, if you go to Kelantan
or Kedah you will] find manymyoﬁng people going to work in thé fields wearing
sarongs instead of trgusérs, " It is only in the urbanised kampongs that you
seé a Jot of trousers,}bé they jéans or othérwisé. Bear in mind that for many
rural areas, one pair of jeans could be éqﬁal to a quartér of thé monthly

income per capita.

UAA/al/fab
11.1.1977
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