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1. INTRODUCTION
Brunei has come a long way in its move to become a developed country. The last six
years has proven to be the most productive and worthwhile effort on the part of the
Government to make this a reality. Brunei depends mostly on its oil and gas industry for its
exports and the government is slowly finding different ways and methods to diversify its
economy. The process though slow is proving to be fruitful.
This paper is a study of Brunei's economy, its diversification process, the last two five
year development plans, the improvements in the service industry, which also includes tourism
and the recent project called BIMP-EAGA (Brunei, Indonesia, Malaysia and Philippines East
Asean Growth Area).
It should be noted that the research was inevitably constrained by the availability and
nature of the source of publications, the local and regional press, and secondary sources have
been used in this book. The use of published and government material is problematic in a
number of senses. Firstly, it can be difficult to obtain up-to-date information: long time-lags
exist between the collection and publication of material. Secondly, the national press and
television media are subject to varying degrees of government control. The Borneo Bulletin an
important source of information and opinion, is owned by QAF Holdings, in which the royal
family has significant equity. The weekly Pelita Brunei and the Brunei Darussalam News
Letter are two official outlets for the dissemination of government policies and programmes
reflecting the full range of public opinion in the state.

1.1 Objective
The main objective of this paper is to provide an up to date account of the economic
development of Brunei with an emphasis on the service industry. Whilst Brunei is a very small

player on the world hydrocarbon market, its revenues provide it with some leverage on
international investment markets. As with a number of other Islamic nations, tensions between
moderate and fundamentalist movements, coupled with pressures for increased materialism,
create potential instabilities. In this respect the desire to use oil and gas revenues to secure a
stable society and economy means that development strategies cannot be divorced from wider
considerations of the political economy of the state.
This paper is divided into seven chapters. The first chapter is about the methodology
and the objectives of this paper. The second chapter talks about the country in general, it's
location, climate, population, the number of districts, it's geography etc., and also deals with
Brunei's economy today and in what position it is in. The third chapter deals with Brunei's
development planning, the reasons for diversification and the five year development plans of
1986 to 1990 and 1991 to 1996. Brunei was influenced by many countries during its
development planing stage and the country which influenced it most was Singapore. Both
these countries shared quite a few similarities and this proved to be an influence in its
strategies while forming the development plan. It The also suggests that the experience of
Brunei may be of some relevance to other small, resource-rich countries which experience
commodity booms. This chapter also deals with the recent five year development plans, the
strategies implemented and the areas in which the major improvements are needed.
Chapter four is a break down of the service industry. It shows the evolution of all the
industries and where it stands today. It also tells us about the role it plays in the diversification
process. The fifth chapter is about promoting tourism in Brunei and about Brunei's latest
project BIMP-EAGA which is Brunei, Indonesia, Malaysia and Philippines who form the East
Asean Growth Area. Chapter six is a critical analysis of Brunei's diversification process, the
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development plan and the problems which the country will face due to the concentration on
the service industry
The final chapter is the conclusion to this paper which puts forth the problems faced by
the government and the service industry as a whole and what they should do to overcome their
problems.

2. BRUNEL DARUSSALAM Abode of Peace.
-

Brunei Darussalam is situated on the north-west coast of the Island of Borneo. It has a
total area of 5,765 square kilometres. It is bounded on the north by the South China Sea, and
on all other sides by the Malaysian state of Sarawak, which also divided Brunei Darussalam
into two parts. The eastern part is the Temburong district, while the western portion consists of
the Brunei/Muara, Tutong and Belait districts.
The land surface is developed on bedrock of tertiary age, comprising sandstones, shales
and clay, the terrain in the western part of the country is hilly lowland, which rises in the
hinterland to about three hundred metres. To the east, the wide coastal plain reaches up to a
height of one thousand eight hundred and forty one metres above the sea level on Bukit Pagon
in the Temburong District.
Like its neighbours, Brunei Darussalam has a tropical climate, characterised by a
uniform temperature, high humidity and copious rainfall. Climatic variations results because of
the influence of the monsoon winds. The Northeast monsoon blows from December to March
while the south east monsoon occurs around June to October. The annual rainfall is generally
high. Two rainy seasons have been defined: September to January with December being the
wettest month and May to July. February to April is virtually a drought period. Daily
temperatures averages between 22 C and 28 C, while annual rainfall ranges from around 2,790
millimetres in many parts of the interior, particularly during the monsoon period from
November to March.
Forests are classified into five types namely, mangrove; heath; peat swamp; mixed
dipterocarp; and montane, cover about 4,532 square kilometres or 75% of Brunei's total land
area. State Forest Reserves constitute approximately 2,120 square kilometres or 37% of the
land area.
4

Brunei has a population of 276,894 (July 1993 est.). Nationals in Brunei are known as
Bruneians. The country consists primarily of Malays (64%) and Chinese (20%). The
predominant religion is Muslim(63%) and Buddhism (14%) (Brunei Year Book, 1996). Malay
is the official language, English and Chinese are also spoken.
Brunei has a coastline of 161 square kilometres. This zone contains Brunei's most
productive eco-systems and its most valuable onshore and offshore hydrocarbon deposits. The
non-oil coastal resources are relatively lightly exploited. Therefore, Brunei is in a favourable
position to promote and execute a sustainable development plan.

2.1 Economy.
The economy is a mixture of foreign and domestic entreprenuership, government
regulation and welfare measures, and village tradition. It is almost totally supported by exports
of crude oil and natural gas, with revenues from the petroleum sector accounting for more than
50 % pf GDP. Per Capita GDP of $8,800 is among the highest in the Third World, and
substantial income from overseas investment supplements domestic production. the
Government provides for all medical services and subsidises food and housing.
The discovery of commercially viable quantities of oil in 1929 showed that the
economy of Brunei became closely linked to the global oil market and to external sources for
the exploration, processing and disposal of its chief revenue earner. In the early 1990's, Brunei
was the third largest producer of oil and natural gas in South East Asia after Indonesia and
Malaysia; the country ranked fourteenth in world production of oil and fourth in the production
of natural gas.
Brunei's economy is dominated by the oil and liquefied natural gas industries and
Government expenditure patterns. Brunei's exports consist of three major commodities,
S

namely: crude oil, petroleum products and liquefied natural gas. Exports are destined mainly
for Japan, the United States and Asean countries.
The second most important industry is the Construction Industry

.

This is directly the

result of increased investment by the Government in development and infrastructure projects
within the current series of five year National Development plans.
Brunei Darussalam has extended a new phase of development in its drive towards
economic diversification from dependence on the oil and liquefied natural gas-based economy.
It is encouraging to note that the contribution from the non-oil and gas-based sector of the
economy, as reflected in the contribution to GDP (Statistical Year Report 1991), has continued
to increase. The private sector (other than the oil and natural gas sector) contributes 24.31 per
cent compared to 46.43 per cent of the oil and natural gas sector. Moreover the total number of
establishments (registered) in the private sector has increased from 3,591 in 1986 to 4749 in
1990, a significant increase of 32.2 per cent (Brunei Year Book 1996).
F his encouraging trend was initiated by the Governments moves to diversify the
economy and to promote the development of the private sector as a means to attain this goal.
This strategy was solidly backed-up by the implementation of the investment incentive Act in
1975 and the formation of the Ministry of Industry and Primary Resources in 1989.
The Government has very large foreign reserves and no foreign debt. Brunei is, in fact,
a significant International investor. The Brunei Investment Agency (BIA), founded in 1983, is
essential with the management of foreign reserves. Brunei Darussalam attained the status of a
developed country in January 1996. Despite this achievement, the Government will continue
the policy of speeding up its economic growth. The policy aims at achieving growth while
diversifying the economy, so that the nation can enjoy economic growth like its partners in the
Asia-Pacific Region. In its economic development the major priority is to meet the country's

needs in food production both in the long run and short term. This is because Brunei cannot be
forever dependent on imported products without even considering the unbalanced surpluses or
at least producing enough for its needs. Due to this Brunei is also adopting a policy of
multilateral economic co-operation, such as free trade through the Asean Free Trade
Agreement (Afta). It is also attempting at liberating its trade structure and offering attractive
investment conditions. Brunei with its limited market now has the opportunity to trade in a
market of 340 million in Asean countries, and in a market of two billion people in the Asia
Pacific Region.
At the same time, the government is taking measures to liberalise trade and create
attractive investment conditions. Investment opportunities have been improved as Brunei's
economy reaches beyond oil and gas. It's strategic location within the ASEAN group of
countries political stability and solid infrastructure have made Brunei popular with overseas
investors. Brunei is currently improving its investment climate in order to create and enhance
investment opportunities for both local and foreign investors. The program involves the
establishment of bilateral investment treaties with foreign governments and memoranda of
understanding between Brunei's private sector and the private sectors of other countries.
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3. DEVELOPMENT PLANNING
Development planning in Brunei has been going on since the British occupation. But
ever since its independence, Brunei has become more independent and are striving to become
a more developed country. Though oil and gas has been its major revenue earner the
development plans introduced has shown efforts of the government to slowly diversify this
main dependence into other areas. The primary role of development planning is to provide a
range of inStitutions and mechanisms which can guide economic performance in conjunction
with market mechanisms, in ways which reflect the preferences of particular societies. Thus
the first aim is to ensure that scarce resources such as the physical, economic and human
resources are channelled to the most productive uses. Thus development planning is a
deliberate attempt by the government to co-ordinate economic decision-making over the longer
term and to influence national economic growth in order to achieve a predetermined set of
development objectives.
Thus, the planning process involves the selection of objectives, setting of targets and
the implementation and co-ordination of a development plan. Brunei's planning process has
sought up to face up to the central development issue in the state, that is, how to make the best
long term use of a finite resource. Like many of the oil-exporting countries of the Middle East
(Cleary and Wong, 62), the structures of development planning in Brunei have largely
followed Western models. The evolution of development planning in Brunei has reflected a
number specific development issues and models. Three in particular (Cleary and Wong, 63)
are: the example of East Asian development models, the impact of size and geography on
development objectives, and the effects of resource booms on the fiscal and economic
condition underpinning development strategies.

8

The 'four tigers' of East Asia

-

the Newly Industrialising Economies of Singapore,

Taiwan, South Korea and Hong Kong played an influential example in the search of a
development model for Brunei. Though the differences between these Asian NIEs and Brunei
outweigh the similarities, the Bruneian strategy did seek to follow the Singapore experience.
Both being microstates. There is an association between these two countries being formally
built on a common heritage of British influence and control. Thus not only has the Singapore
experience of planned industrialisation been of interest to Brunei planners, but Singaporeans
investment planners have helped in diversifying Brunei's investment portfolios.
The size and geography of Brunei has framed a series of constraints on the objectives
and implementation of development planning. Brunei being a tiny state of around 5,765 sq.
km, which is non-contiguous. The Temburong district is accessible only by boat or air from the
rest of the country. The population and services and geographically very uneven with the
capital district the most populated. The Temburong district is very thinly populated and poorly
serviced by road. The growth and development of Brunei is mainly along a thin coastal strip.
The road or national highway linking Bandar Seri Begawan (the capital ) through to the
districts of Tutong and Kuala Belait provides growth with the highest development taking
place at either end. The capital has grown rapidly in the past decade; the oil towns of Seria and
Kuala Belait have provided as second focus of growth, although development in these areas
have come to a standstill. The inland areas of Brunei have very sparse population and is
covered with primary tropical rainforest, especially in Temburong. Nearly, three-quarters of
the state is still covered with primary forest and a ban on commercial logging have meant that
the area of cover is likely to remain high.
The lack of availability of human resource has put a large constraint on the
development perspective. The small population provides a very restricted domestic market.
go

The small population also results in high unit costs for services and infrastructure because of
the absence of scale economies. This to some extent are disguised in the case of Brunei
because of its large budget surpluses. Thus the real costs of a gas pipeline or maintaning road
networks in the state are disguised by both government subsidies and by subsidies from Brunei
Shell
Another area in which the experiences of Brunei have been replicated in other
countries concerns the impact of economic booms based on resource extraction. The
importance of hydrocarbons in the export and revenue profiles of Brunei are similar to those of
a number of other countries, most notably the smaller, Middle Eastern oil producing states.
Both the fiscal and development policy in Brunei have therefore been focused on the
relationship between oil revenues and development. Thus in general, the large rise in royalty
and tax revenues stimulated by sharp price rises in royalty and tax revenues stimulated by
sharp price rises for hydrocarbons can have considerable negative impacts on growth rates for
domestic agriculture and manufacturing, and on the non-tradable sector (transport, services,
utilities) of the economy. This arises in part from currency appreciation, usually the favoured
government policy to ensure the maximum absorption of revenue from the commodity boom
into the domestic economy. As a result of this appreciation, domestic manufacturing industry
finds its exports becoming less competitive and suffers competition from the lower real cost of
competing imports. The agricultural sector suffers in a similar manner with a loss of both
competitiveness and labour. Alongside these macro-economic impacts, increased government
revenues accruing from commodity booms are frequently invested in so-called 'nonproductive' sectors of the economy such as defence or social welfare. Thus the currencies of
,

the oil-producing countries of the Middle East, with whom Brunei shares certain
characteristics, tend to have overvalued currencies in order to maximise foreign exchange
[CO

receipts. The Brunei dollar is generally higher than its ASEAN counterparts; this may,
however reflect changes in the relative strength of the Singapore dollar with the Brunei dollar
has parity.
Most of the profit form oil has found its way into an expanded public sector which has
wages and conditions difficult to develop. High wages in the public sector are, in part,
responsible for this. Brunei relies heavily on importing capital goods; an overvalued currency
and smooth trading and financial flows with Singapore facilitate such imports. The small size
of the domestic market is a further disincentive for manufacturing growth in the state. In
addition agriculture is very poorly developed. Employment in agriculture has fallen from
around one-third of the active population in 1960 to around 3 per cent in 1991 with a strong
'resource shift' of workers to employment in the oil sector or, more especially, the public
sector. The models of economic development has therefore been pursued by state planners
within conventional western economics. With independence, has come a greater awareness of
what makes Brunei especially distinct, namely the emphasis given to Islam in daily life. The
concept of the Malay Islamic Monarchy (MIB) has been given renewed focus in recent years.
One of its main aims is to seek to manage the rapid societal changes that have accompanied
the influx of oil revenues.

3.1 Five Year Development Plans
Brunei's development plans started as far back as 1953 and has been going on ever
since. Development planning in Brunei is macro, multi-sectoral and project-based. The five
year development plans were not consistent until 1975 when the third national development
plan started. This was due to numerous factors and one of it being the lack of strong budgetary
control. Diversification of the economy was the main objective of the 3'' Five Year National

Development Plan launched in 1975 and has remained as one of the objectives of the 4th and
5th

plans. Activities in the non-oil sector of the economy have been increased from $695

million in 1980 (the last year of the

3rd

plan) to $962 million in 1985 (the Transitional year) to

$1,337 million in 1990 (the last year of the 5th plan) and reducing the dependence on the oil
sector from 83.7 per cent in 1980 to 72.8 per cent in 1985 and 68.5 per cent in 1990 (National
Development Plan, 1991-1996). However, as was seen earlier, the major economic activities
contributing to the non-oil sector expansion have been those of the public sector. In the non-oil
private sector, only the service industry performed well, whilst in the other sectors, the growth
shows that it was minimal.
Since independence Brunei's stated objectives of NDP 5 (1986-90), were somewhat
broader than earlier ones. Estimates of GDP were less rigidly incorporated into the plan and
economic diversification policies assumed a key role. Strategies of both export-oriented
industrialisation and import-substitution industrialisation were incorporated in the
programmes. Associated with a range of measures to diversify the economy came an explicit
focus on the need to upgrade human resources, to nurture a new generation of Bruneian
entrepreneurs and to maintain full employment. Fundamental to NDP 5 was an increase in the
size of the budget allocation for industry. Overall the development budget was increased by
about 50 per cent, industrial development programmes were allocated about 10 percent of the
budget with half of this figure being set aside specifically for industrial promotion. The
upgrading of the public utilities to cope with the expansion of the capital and the resultant
pressures on water, sewage and electricity, was also regarded as critical. Private investment,
especially non-oil based investment, was estimated to increase by around 10 per cent per year,
and the plan recognised the need to create a range of institutions to facilitate such investment.
The establishment of a Development Bank, a National Training Scheme and a National
12

Pension Scheme for the private sector were also included in the plan. The objectives for
human resource development included the establishment of a University and the Institute of
Technology, both of which were operative in the period of the plan. However the plan to
introduce the National pension Scheme for the private sector labour force did not materialise
in the plan period and neither did the plan to establish a development bank. A proposal
however did start to materialise in late 1991.
By the beginning of the Sixth Five Year National Development Plan (1991) the country
was able to allocate $5.5 billion (Cleary and Wong, 88), which was a sizeable increase when
compared to the earlier programmes. The main aim of this plan was to establish a sustainable
and diverse economic base. It was to set up some 2,000 projects with job-creation as the
central objective. The expansion of the non-oil sector and a reduction in dependence on the
government expenditure underpin the development proposals. As part of the diversification
strategy continued investment in agriculture to increase national food security is highlighted,
together with the need to develop high value-added and capital intensive industries. An
expansion of the financial provisions for new entrepreneurs is anticipated with a continued key
role for the Economic Development Board. The focus of the sectoral development
programmes of NDP 6 is on the non-oil private sector. The services sector which showed
potential for growth was given encouragement to continue in this development period. The
continued expansion of industrial estates is highlighted and sustained investment in agroindustry and high value farm products is seen as a way of improving employment prospects in
those sectors. The construction industry, in recession for much of the late-1980s has grown
rapidly, particularly after the expansion of the National Housing Scheme. Other areas of
infrastructural expenditure include a major enhancement of telecommunications services and
the upgrading of electricity generation and water supply. A number of organisational change
13

had also been introduced alongside NDP 6. A Trade and Industry Development Council was
established in January of 1992 to take charge of securing greater investment in the industrial
sector. Brunei has also welcomed opportunities created through the establishment of and
Asean Free Trade Area in January of 1993.

14

4. SERVICE INDUSTRY
Brunei's service sector has reportedly shown healthy results leading the way for
economic growth. Brunei is being geared to become the Service Hubb for Trade and Tourism
in the East Asean Growth Area that covers Brunei, Sabah, Sarawak, Labuan, Sulawesi,
Kalimantan and the southern parts of the Philippines.
This vision has evidently helped the speeding up growth of the service industries in the
country such as the hotels, restaurants, banking and finance, transportation and communication
and insurance. As a result of the Sixth Five year Development Plan, the service sector is
reportedly the fastest growing area now fuelling Brunei's economy.
Another factor that contributes to the healthy growth in the service sector is the change
in the government policy to promote tourism in the country. This change is inevitably resulted
in a boom to other services, particularly the restaurant and hotels, transport and
communications and finance and insurance.
These sectors were expected to grow at (Brunei Year Book, 1996) 10.3 percent last
year and 11.5 percent this year. Individually, transport and Communications, banking and
finance and insurance were projected to grow between 7 to 8 per cent during the same period.
While the service sector continues to increasingly contribute to the Gross Domestic
Product (GDP) of the country, the economy is however still over 45% of the total GDP of the
country. The service industry deals with banking, transport, communication, hotels, insurance,
finance, restaurants and tourism. These however has been under major development during the
last few years and is still developing on a large scale. The development of these areas of the
service industry is described below in detail. Brunei's participation in the BIMP-EAGA has
also contributed to the development of the tourism sector.
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4.1 Banking
Brunei has not used its enormous reserves and revenues to develop as a regional
financial centre. Its financial investments in the international market were small until oil-price
boom of the 1970s. As part of the programme of diversification, these investments can be used
productively in at least three ways. A first way is to build up a strong financial resources.
Secondly, increased domestic financial resources may help to develop an expertise in banking
and financial transactions based on Islamic principles. A third element would be to diversify
the use and regional location of overseas investments.
The intention to turn Brunei into a regional financial centre reflects an attempt to
maxirnise the use of its domestic financial resources. The rise in oil prices has made Brunei
extraordinarily rich in capital and there are substantial surpluses which can be used for
investments in the country. Thus improvements to the financial sector are important not only
to assist investment and development, but also to generate wealth within the country as well as
recycle funds abroad. Preparing Brunei for a role as a regional financial centre in the future
was put in NDP 5. Besides helping to diversify the economy, the move was seen as meeting the
rising needs of the private sector, both local and foreign, for investment in local industries. The
absence of strong controls on financial transactions are listed as incentives for further
development of this sector; there are, for example, no restrictions on importing capital from
any country, or on overseas remittances of capital or profits. Non-resident accounts can be
maintained and there is no restriction on borrowing by non-residents. The currency is at par
with that of Singapore and interest rates tend to move in line with those of Singapore. Planners
hope that this liberal system and free flow of funds can help establish Brunei as a favourable
haven for offshore capital investment.

Brunei Darussalam is well served by several commercial banks with branches
throughout the country. The Government exercise minimal control over the banking
community. The country used to fall within the Sterling Area and foreign exchange control and
banking procedures were exercised under the 1956 Banking Act. Today there are no exchange
control and the Brunei Dollar floats with the Singapore Dollar against the US Dollar. This is
because of the arrangement worked out between the Brunei Currency Board and Singapore
whereby banks will accept either currency at par.
The first banking facility was opened more than fifty years ago when the Government
set up the Post office Savings Bank (POSB) in 1935. But the POSB was destroyed during the
Japanese occupation. It reopened again in 1946 and finally shut down in 1978 when it felt that
numerous other banks were offering the comparable services. The Hong Kong and Shanghai
Banking Corporation commenced operations in Brunei Town and Kuala Belait shortly after
POSB reopened and has been functioning ever since. Ten years later they were joined by the
Chartered Bank which carried on till the early 80's. The establishment of new banks including
the Malayan Banking, United Malayan Banking Corporation, Citibank, Bank of America,
Overseas Union Bank, and the Island Development Bank which was for several years known
as the International Bank of Brunei before becoming the Islamic Bank Brunei in early 1993.
The other locally incorporated banks are the Baiduri Bank Bhd and Development Bank of
Brunei The Bank of America ceased its operations in Brunei in 1987. The opening of the
Development Bank of Brunei in 1995 brings to nine the number of banks operating in Brunei
Darussalam.
The government under the Banking Act and Finance regulates the banking industry.
The Ministry of Finance closely regulates all banking activities to assure a stable and fiscally
sound business environment. There is no central bank in Brunei. However, its functions are
17

undertaken by the Department of Financial Services (Treasury), the Brunei Currency Board
and the jurisdiction of the Ministry of Finance.
There are also three finance companies operating in Brunei offering services like hire
purchase, leasing, savings account and fixed deposits. They are IRB Finance Berhad, Mortgage
and Finance Berhad and Standard Chartered Finance (Brunei) Berhad.
In order to maximise its earnings from the growth of the national reserves, the
Government formed in 1983 the Brunei Investment Agency, which works closely with the
banks and investment houses, both locally and around the world, to ensure that these reserves
are put to good use.
Banks have also been encouraged to support local businessmen in their endeavour and
thus help in the development of the nation. There is no central bank in Brunei. However, its
functions are undertaken by the Department of Financial Services (treasury), the Brunei
Currency Board and the Brunei Investment Agency. All come under the jurisdiction of the
Ministry of Finance.

4.2 Transport and Communication
With its continuous economic growth, Brunei Darussalam has developed an efficient
transportation network and possesses one of the most modern telecommunications systems
among developing countries.
The Brunei International Airport, located at Berakas about fifteen minutes drive from
Bandar Seri Begawan, is one of the most modern international airports in the region. It has the
latest computerised passenger and cargo handling facilities, capable of handling more than 1.5
million passengers and 50,000 tonnes of cargo a year. It has a 3,934 metre runway capable of
taking the largest aircraft in current production. No fewer than 400,000 passengers pass
18

through the airport annually. A project costing a total of $71.7 million had completely
revamped the Brunei international airport to meet the forecast air traffic needs of up to the
year 2000
The Airport Development Project, started in 1983 and completed in 1987, gave the
airport a host of up-to-date facilities, including an extcndedlrenovated terminal building with
six aerobridges. The Brunei Civil Aviation Department are also looking at expanding further
by turning its airport into a regional service hub by the year 2003.
Brunei airport would serve as a bypass hub for secondary city destinations in 1ndonesia,
Malaysia and the southern Philippines. The plan is part of a three-phase, 30-year expansion of
the airport. Brunei hopes to capitalise on its central location by offering connections that will
save passengers the trouble of passing through major cities like Manila, Kuala Lumpur and
Jakarta on their way to 12 tourist and trade destinations in the region.
The Ministry of Communication have a masterplan to develop the airport, as part of the
country's programme to transform Brunei Darussalam into a Service Hub fir Trade and
Tourism (SHuTT) in the region by the year 2003. The airport plans include expanding the
runways and the terminal building to accommodate the rapidly increasing air traffic and
passengers. An average of about 800,000 people pass through Brunei international airport each
year. Brunei International Airport's new state-of-the-art control tower costing B$60 million has
been completed. It is also the government's plan to develop an airport city which will have all
the amenities within the vicinity if the airport area for globe-trotting travellers who pass
through the airport. One of the steps towards this vision is the building of a hotel which will
have more than 100 rooms, a business centre, conference room and shops.
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Royal Brunei was formed by the Government in 1974 and its Board of Directors
consists of prominent government figures. Run on commercial lines, the first flight took place
on 14th May, 1975 to Singapore, just six months after formation.
Today it offers regular flights to Singapore, Cairo, Manila, Kuching, Kota Kinabalu,
Hong Kong, Bangkok, Kuala Lumpur, Jakarta, Darwin, Taipei, Dubai, Frankfurt, London,
Perth, Bali, Jeddah, Abu Dhabi Zurich, Brisbane, Osaka, Miri, Labuan and Balikpapan. RBA
inaugurated flights to Brisbane Karachi and Osaka in 1994.
Royal Brunei has three Boeing 757s-200 extended range (ER) and three Boeing 767300 ER which it purchased in 1986 and 1992 respectively. In accordance with the practice of
many airlines of other Muslim countries, royal Brunei does not serve alcoholic drinks on
board.
Besides Royal Brunei flights, there are daily service by Singapore Airlines to Singapore
and regular flights by Malaysia Airlines System and Philippines Airlines to their respective
countries. Also British Airways, Garuda Indonesia Airlines, KLM Royal Dutch Airlines, Thai
Airways International and Trans World Inc.
Royal Brunei is not only expanding its passenger services but also boldly Engineering
Division to service its own as well as other aircraft, and thus provides service exports. Brunei
Shell Petroleum Company has a small airport at Anduki, Seria for its own operations. The
airline's strategy is to link popular Asian and Australian business and leisure destinations to
major European centres, via its Brunei hub.
A series of initiatives were made by authorities during the past year to improve the land
transport in the country. Brunei has 1,234 kilometres of metalled roads. The Public Works
Department is responsible for the maintenance of about 1,500 km of roads, ranging from
highways to earth roads. In recent years there has been considerable development, including
20

the construction of the Muara-Jerudong-Tutong coastal road, the Seria by-pass, as well as three
flyovers connecting a series of major roads in Bandar Seri Begawan.
An economical taxi service was introduced for the Bandar Sen Begawan town area,
costing a flat rate of B$3 per trip. The public bus service, introduced a year ago in the capital
with the aim of serving the public as well as alleviating traffic congestion, was expanded upon.
The land transport authorities have divided bus services in the Brunei-Muara District into four
zones

-

Northern, Eastern, Southern and South-East zones. The introduction of the bus zone

system was made to boost the quality of bus services in the suburban areas and will signal the
beginning of more efficient, satisfactory and safe bus services on these routes. Further
improvements to the bus system include plans to operate double-decker buses on the circle and
central routes. These buses are expected to start running by the end of the year.
The authorities have also embarked on campaigns to encourage people to switch to
public transportation like buses and taxis rather than depending on the car all the time. They
were urged to use taxis to commute to offices, shops and hospitals. Generally, taxi operators
are focusing on visitors and expatriates, who make up a limited market. Thus the fares are
dictated by the economics of the taxi industry rather than fixed to meet the customer's pockets.

On th January 1996, Brunei United Chamber of Commerce signed a memorandum of
understanding with Sabah's Ho Wah Genting Berhad as part of moves to form a pan-Borneo
bus service linking Kota Kinabalu in Sabah, Brunei, Sarawak and Pontianak in Indonesia.
Muara Port is the main port, which is about 28 kilometres from Bandar Seri Begawan.
The port can accommodate ships over 196 metres LOA and take up to six vessels averaging
8,000 Gross Registered Tonnage (GRT) or a single ship of not more than 20,000 GRT.
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The extension of the wharf is one of the major changes done to the port, thus bringing
its total length to 656 metres. In addition the harbour has been dredged to accommodate
vessels of up to 11 metres draught.
The Straits Steamship Company of Singapore operates a regular cargo and passenger
service between Singapore and Muara Port. In addition, there are ferry service between Brunei
and Labuan, Malaysia. There is also a small port in Bandar Seri Begawan, which is now only
used by vessels under 93 metres LOA and drawing less than 5 metres carrying bulk cargoes for
direct deliveries, and by various small government craft. Other ports are located at Kuala
Belait and Lumut for the off-shore oil fields and the export of LNG respectively.
Telecommunications services have improved considerably over the years. Indeed, the
Telisai Earth Stations have been rated by Intelsat as the best in the world for their operational
reliability. Several systems currently in operation serving the country include an analogue
telephone exchange, fibre-optic cable links with Singapore and Manila, a packet switching
exchange for access to high speed computer bases overseas, cellular mobile telephone and
paging system. Direct telephone links are available to the remotest parts of the country through
microwave and solar-powered telephones.
In April 1977 Subscriber Trunk Dialling (STD) was introduced. Under this dialling
system subscribers are able to dial their trunk calls to all districts without the aid of telephone
operators. Calls set up are faster and only the period of conversation is charged for however,
all local calls are free.
With the introduction of the National Telephone Scheme in April 1981, dialling
information was simplified. There are four area codes for each district. Another important
service installed by the Telecommunications Department is the International Direct Dialling
(IDD). The connecting equipment in these exchanges operates very quickly and is shared by all
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users. To ensure the most efficient utilisation of the equipment by all subscribers, it has a
number of automatic disconnection devices incorporated. International calls cannot be made
from coin boxes but can be made at any time of the day or night from the Public Telephones in
the Central Telegraph Office, and from cardphones at many places in the four districts.
Telex and facsimile machines are being extensively used both in the public and private
sectors. In a recent move, the Brunei Telecommunications authorities have privatised their
mobile telephone operations. This was among several measures introduced by Jabatan
Telekom Brunei in efforts to impure its services. In addition to this there has also been a
considerable reduction of its rates for telephone calls to Malaysia and Singapore.
This move was made inorder to continue its efforts to make public phone services more
competitive. Jabatan Telekom Brunei (JTB) has also announced plans to have its
communication system hooked onto the global information network to enable local telephone
subscribers to have direct access to Internet, an information system that is now widely used the
world over. The facility was made available in September when Brunei's new information
network or BruNet came on line with the Internet.
In Telecommunications, Brunei upgraded its cellular telephone network to the GSM
digital system. Brunei signed a roaming services agreement with Singapore which enabled
mobile phone users to use their hand phones while in Singapore, and vice versa.

4.3 Hotels
The number of hotels have increased in Brunei since 1990. Hotel accommodation in
Brunei Darussalam ranges form international standard to middle-class hotels. Service
apartments are also available offering hotel accommodation for short and long term stay at
reasonable rates. The rates range from BND$120 to BND$500 a night providing quality
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facilities and service. The more exclusive hotels include Brunei Hotel, Riverview Hotel,
Sheraton Utama Hotel and the Jubilee Hotel. The number is slowly increasing with the
importance given to tourism in the Seventh National Development Plan. Making the year 1999
to be 'Visit Brunei Year', should put Brunei in the limelight, and bring in the tourist, thus the
increase in the number of hotels.

4.4 Shops and Restaurants
The range of shops span a wide spectrum ranging from modern departmental stores to
small market stalls where the ancient art of bargaining is still practised. Modern department
stores are found in the malor towns in Brunei. In addition to these departmental stores there is
a wide variety of old-fashioned shophouses as well as the more modern air-conditioned shops.
The range and quality of shopping centres keep improving with the new shopping
complexes springing up all over the country, a product of the good economy and healthy
consumer expenditure. Most items ranging from the latest electronic goods and imported
luxury goods to common household items and groceries can be conveniently found in these
shops. Traditional items that reflect the culture of Brunei can be purchased at the Arts and
Handicrafts Centre and also at the airport. The Duty Free shops at the airport offer a wide
range of luxury goods, garments, jewellery, writing instruments, etc. all for reasonable prices.
Thus tourists who are interested in purchasing articles or items which they want to take back
with them would have a wide range of shops to go to pick items of interest. The restaurants
found in Brunei vary from western food to eastern food. Fast foods like KFC, Mc Donald and
Pizza Hut have also come to Brunei since 1992, bringing in foreign investments into the
country. Brunei also has some of their own fast foods to increase their own local investors.
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5. TOURISM
Brunei is a country with a long and interesting history, traditions and customs that date
back a hundred years, and pageants and ceremonies unlike any where else in the world. It has
the potential to develop into a prominent destination through its attractions, activities, warm
and friendly people, and a favourable situation of proximity to regional tourist hubs. It has
places that will fascinate and enthral visitors.
Among the factors that encourage further development of the country's tourism
industry are, its attractiveness to Japanese tourists, its significant achievements, its
participation in the BIMP-EAGA and the expanding network of RBA destinations. Over the
last four years, there has been a 20 percent increase in the number of Japanese tourists here.
The tourism sector's achievements and its continuous efforts to strive for excellence have also
contributed to its success. For example the efforts to make Brunei Darussalam a Service Hub
for Trade and Tourism (SHuTT) have proven to be successful with encouraging figures in the
various sectors. The industry has also made relentless efforts to upgrade and equip themselves
to better meet the needs of the market. Training ranges from the conducting of Japanese
language courses to serve the needs of the Japanese tourist market to the holding of seminars
to promote the tourism potential of the country.
Brunei Darussalam's participation in the BIMP- EAGA has also contributed to the
development of the tourism sector. The completion of the Pan-Borneo highway linking
Kuching to Brunei via Miri and through to Sabah has provided links to support inter-regional
tourism. Efforts have also been made to market the region as part of a tour package and Brunei
Darussalam is set to benefit form this as well. Meanwhile Brunei Darussalam's expanding ties
with other countries have also contirbuted to the development of tourism.
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The national airline Royal Brunei Airlines (RBA) has also been steadily expanding its
network of destinations and this has facilitated a greater number of direct flights to the country
thus helping the tourism industry by making it more accessible to tourists from all over the
world. The most recent additions to the network have been to Paris, Yangon and Bintulu with
regular flights scheduled to begin soon. However the greatest advantage that Brunei has is the
attractiveness of its tourist spots. These range from majestic mosques with classic Muslim
architecture to what is probably the world's largest water village to the wide expanse of
verdant rainforests. The list of attractions range from the Sultan's palace through to Jerudong
Park which is a high-tech funland that is totally free. The immense playland complex is a
popular spot and is packed with fun-filled rides offering fun for all. With all these factors
working for it, the future indeed looks bright for the tourism sector in Brunei Darussalam.

5.1 BIMP-EAGA
The East Asean Growth Area (EAGA) covers Brunei, east and west Kalimantan of
Indonesia, Malaysia's Sabah and Sarawak and Labuan, and the southern Philippines. It is one
of the three Asean growth areas, the others being the Singapore-Batam-Johor growth triangle
and the southern Thailand, northern Malaysia-Sumatra triangle. The concept of the EAGA is
the same as the other "triangles"

-

making use of the cheap labour in one area, capital from

another, resources, etc. for optimum advantages in industrial development. The joint venture
enterprise will also lead to mutual economic growth in the region, which is another Asean
objective. In tandem with the development and promoting of the East Asean Growth Area,
Brunei Darussalam conceived and launched the vision to make itself the Service Hubb for
Trade and Tourism (SHuTT) by the year 2003.

26

In tourism, Brunei is growing as a destination for travellers in the region, attracted by
the performance of world famous artistes at the Jerudong Park Garden. The amusement park
itself is already attracting tourists from neighbouring countries on weekends and public
holidays
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6. ANALYSIS
Brunei has continued to depend upon the revenues from her only two export
commodities: oil and gas. These revenues have increased massively over the decade

-

in part

because of a tripling of the volume of Brunei's output, but mainly, of course, because of the
five-fold increase in the real price of oil between the early 1970s and 1984. The price
weakening over the last couple of years has been as yet only marginal relative to the earlier
increases, and Brunei continues to profit strongly from the bargaining power of the OPEC
cartel. However, in part because of the wealth which has accrued from Brunei's oil-based
development strategy, there are serious difficulties facing the government concerning the most
appropriate policies to pursue over the long-term. According to Christopher Colciough (EuroAsia Business Review, Oct, 1985), Brunei faces a lot of barriers in its diversification process.
The first barrier he states is that there is no linkage between the oil industry and other sectors
of the economy. As oil is usually exported in crude oil or refined form, the inputs to the
industry comprise of highly sophisticated machinery manufactured in Europe or North
America. Equally the industries based upon oil (eg. petrochemicals) are highly sophisticated
Western-based and require exploitation of scale of economies for profitable production. Thus,
the production of oil tends only to have a direct impact upon manufacturing, and its high
foreign exchange earnings are generated independently of the 'real' economy. The second
factor he states is that, with so many resources available and such high external financial
balances, governments find it almost impossible not to grant generous consumption benefits
in the form of high wages and advantageous condition of service

-

-

in the short-run. Like the

Arab oil exporting states, nationals are often guaranteed a wide range of social service in
Brunei as well.
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Looking at the extensive development of the service industry in the recent years, it
shows that the country is slowly achieving its diversification process in this industry. We have
seen that the diversification process started as far back as 1975 and up till now the government
have not been able to diversify its economy as much as it should have. This is probably due to
the inadequate management of the five year plans and the lack of responsibility willing to be
taken by the authorities, also there were no proper person appointed for each project. There is
also a long time lag on completing projects as it took a long time for approvals to be obtained
from the government.
The other major problem probably faced by the industry is the employment of local
labour, as the Brunelans in general prefer to be employed in the public sector then the private
sector. Thus the influx of foreign and cheap labour would be more and the problem of
unemployment would still be on the rise for the local population. Brunei is very much trying to
learn from Singapore's experience being a small country with very little natural resource other
than oil and gas, it is striving to diversify to be less dependent on the oil and gas industry. Due
to the growing population, the number of the unemployed who have been sent abroad for
education have increased and there are no suitable jobs to accommodate them into. Or more so
they are not willing to do the jobs assigned to them.
The concern with development and employment issues is fundamental and far
reaching in both private and public discourse in the state. A key problem is the gap between
remuneration in the public and private sectors. This gap not only reduces the scope for shifting
employment back into the agricultural sector, but also exercises real constraints on the
expansion of private sector employment in manufacturing or services. Developing a range of
programmes to expand manufacturing and service employment has assumed an increasingly
high priority in the last two development plans. Again the progress has been muted.
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Brunei's development has so far been very geometric and will probably continue in this
sense. The physical development of the country has only been in the last six years and
hopefully the country will be able to increase the speed of its development in the years to
come. However they should be able to take the necessary steps in providing to the needs of the
people and the country. The service industry as I have mentioned earlier has shown a great
possibility in the diversification process. The question now is whether the people of Brunei are
ready to accept the change. Brunei is a country who is proud of their customs, traditions and
being a Muslim country they are very particular about the influence brought in by the other
countries. Thus the people should be able to accept this change. The government should also
try to increase the number of places of interest to attract the tourists to come back. Brunei does
have a theme park called Jerudong Park, which is found in no other country in South East
Asia. This seems to be the major attraction bringing in people from Malaysia, Indonesia and
Philippines.
Brunei is moving to be the trade and tourism hub for BlMP-EAGA but the problems
involving this move seems to have many criticisms and very few solutions. According to Dato
Paduka Malai All Bin Malai Hj Othman who is the permanent secretary to the Ministry of
Communications, one of the ways for Brunei to fulfil the vision of being the trade, tourism and
services hub for BIMP-EAGA is to have an exhibition in Brunei every year (Borneo Bulletin,
January 6th, 1996). This would definitely increase the public awareness amongst the Bruneians,
so that the shock of rapid developmental changes would not be too intense. It also helps the
public to be aware of the changes in Brunei and gives them a chance to be a part of the
changes in their country.
The objectives and instruments of development planning have been greatly sharpened
by the increasingly realistic reflections on the finite nature of the state's wealth. The dangers of
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Brunei becoming a state rich in income but poor in jobs and skills are increasingly stressed by
planners and by the ruling elite alike.
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7. CONCLUSION
The major objective underlying this paper is, namely to link the oil and gas industry in
Brunei to the various ways in which development and diversification strategies have been
pursued. There is a brief summary on the Five year National Development Plans, the amount
of budgeting put into the plans and also the sectors in which the development plans were
focussed. This paper also shows the changes in the various sectors of the service industry, how
it has been developed over the years.
Given the high labour costs and the infrastructural constraints that have operated in
Brunei, much of the effort to develop and diversify has come through state planning. In
reviewing the development and diversification programmes a number of problems make a
clear judgement difficult. Undoubtedly the quality of information has greatly improved as
better systems for monitoring the progress of development planning have been put in place. In
addition there can be little doubt that the quality of planning personnel has also greatly
improved over the last two decades. Such trends can only facilitate better planning and more
coherent reviews and monitoring of particular planning programmes.
Service employment growth has been more impressive. The growth of retailing,
banking and personal services has provided opportunities for job creation. In addition, it might
be argued that the continued viability of that sector depends to an extent on the revenues
generated by the hydrocarbon industry. Development planning and policies have had only
limited success in achieving the aims of diversification, sustainable development and job
creation. However, this somewhat negative conclusion needs to be qualified. It is clear that
there have been major improvements in the elaboration, formulation and implementation of
development and diversification strategies in Brunei. Thus a range of wider development
models and experiences can both reflect, and be reflected in, the experience of Brunei.
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Economic development, diversification policies and the organisation of the oil industry in
Brunei have been shaped by a range of external influences and models.
There are many problems hindering the full development of the tourism industry in
Brunei. The lack of awareness by potential visitors regarding the attractions in Brunei is one; a
poor public transportation system, and an underdeveloped general infrastructure are also
contributory factors. There is also no involvement in the industry at the grassroots level, plus
the lack of coordination between government agencies in undertaking the venture. Yet, the
whole country stands to benefit from a full-fledged tourist industry. The public for instance
would benefit from an improved quality of life, and a general good image of the country
overseas; they would also gain from an improved infrastructure and utilities that come together
with the industry, better job prospects, and environmental preservation. The private sector, on
the other hand, stands to gain from a growing economy, and the need for more tourist-care
enterprises. As for the government, they would gain from an improved economy overall. They
would also benefit from a rise in revenue due to foreign exchange and taxes. Direct foreign
investments would also come hand-in-hand with an established tourism industry, thus
benefiting the government and the country even more. Massive infrastructure development
programmes are in place throughout the country, while the public transportation system is
being vastly improved. New hotels are coming up to meet increasing demands, and the
telecommunication services are getting better all the time. 1999 has been designated as "Visit
Brunei Year" which should put Brunei in the limelight, and bring in the tourist. Massive
campaigning will only begin after everything infrastructure, the accommodation facilities, the
-

manpower required, other tourist-care services, etc. is already in place. Thus Brunei is not very
far in bringing its service industry to become one of its major revenue earners.
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