15/ 05/ 1997

Bal anci ng the costs of progress

IN THE final analysis, nothing reflects confidence nmore than a willingness
to put noney in a project that will only take off in the future. On
Tuesday, 54 donestic financial institutions signed to underwite the
shares of Bakun Hydroel ectric Corporation Bhd (BHC), the conpany that wll
undert ake t he Bakun hydroel ectric dam project in Sarawak. These fi nanci al
institutions will subscribe to shares issued in the conpany's flotation

In principle, the 54 underwriters have agreed to hold BHC shares,

di spl aying a confidence in the conpany and the project.

There have been many criticisnms of the hydroelectric project, from
"anal yses" by non-governnmental organisations (NG3s) that it destroys the
environnment to so called "studi es" saying that Bakun woul d not be safe.
But one nust take a closer |ook and not sinply junp on the bandwagon and
condem projects that will yield long termbenefits to the nation and its
peopl e. The first exanmi nation would be to determ ne what the NGGs,
especially foreign-based ones, would gain if the Bakun project were
halted. During Prine Mnister Datuk Seri Dr Mahathir Mhanad's | ast visit
to New Zeal and, a group of denobnstrators lined a street carrying banners
condemi ng the project. The anmusing part of the story was that nany, when
asked, did not even know where Sarawak was. It would thus be rather silly
to believe that groups such as these are on a crusade to save Sarawak's
forests. The truth is sinple. |If Bakun is stopped, Ml aysia will continue
to rely on depleting resources such as gas and coal. Wen prices of both
commodi ties increase, power will beconme expensive and Malaysia will |ose
its conpetitive edge

The 54 underwriters and the Ml aysi an Government, on the ot her hand,
know where the Bakun project is and why it is needed. If there are any
parties at all in a position to doubt the project's viability and safety,
it would be the governnent and the underwiters. Bakun is needed primarily
to mintain a |l ow cost for power and to ensure an adequate supply. As a
rapi dly devel opi ng country, surrounded by equal |y robust conpetitors,
these are neccessities. In recent decades Mal aysi a has progressed as a
favoured investnent destination in the region and these investments have
expanded t he econony further. The benefits have perneated down to the
entire population, in terns of better standards of |iving and i nconme. The
stream of investnents have to be maintained, | est the econony and the
popul ati on be affected. Operational costs for investors - the price of
power included - nmust be maintained at a low level to contribute in
keepi ng the overall costs of doing business in Malaysia |low. At the sane
time, it also explains why the Government is very nuch interested in the
project's conpletion. The fact that it has been awarded to the private
sector reinforces the Government's commtnent towards the project's
conpl etion as Malaysia's privatization policy has proven to be a success
and benefici al

I ndeed, a certain price has to be paid and Bakun is not the only |arge
scal e project where the overall benefits of devel opnent have had to be
wei ghed vis-a-vis the environnment. Wen the North-Sout h Expressway was
bei ng constructed, hills and forests had to be cut. The choice then was to
preserve the hills and forests and endure the choked trunk roads or to
sacrifice some of the former to ensure a snoot her novenent of peopl e,
goods and accordingly i nvestnents. Ml aysia made the correct choice as
evi denced by the benefits the North South Expressway has brought. One nust



remenber that a price also has to be paid if this choice is nade, in terns
of | ower conpetitiveness and possibly stunted economic growh. Wuld the
NGOs and other critics offer their help then? WII they offer investors
and Mal aysi an residents the electricity and power needed for the factories
and hones.

In a nutshell, the Bakun project has a lot to do with Malaysia's future
and its benefits will be derived by all including the critics and the
NGOs. The 54 underwriters have collectively endorsed the viability of the
project and in one go, hopefully putting to rest doubts surrounding it.

( END)
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