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Privatisation - being human about it

Raj eshpal Si ngh

ENTREPRENEURS t ake note: to get an advantage over the big boys in the
fight for lucrative privatisation projects, conming up with a creative and
soci ally responsi bl e proposal will definitely make you | ook good to the

j udges.

Doi ng so could prove decisive, as a change of focus in the Seventh
Mal aysi an Plan (7MP) nmekes it easier for smaller and | ess-connected
conpanies to win lucrative privatisation projects.

"I see a |l ot nore aggressive and younger players conmng into the
picture, a lot of themare Second Board and very very aggressive,' Chow
Sang Hoe, Senior Manager at Arthur Andersen Business Consulting, told
| nvest ors Di gest.

Mbst of the new players gained their experience working for |arger and
better-connected corporate entities |ike Renong, DRB and Berjaya, which
were awarded juicy privatisation contracts during the 6MP.

Chow, whose experience includes hel pi ng dozens of conpani es prepare and
submt proposals to the Econonic Planning Unit (EPU), expl ains.

“In the 6MP the focus was on infrastructure where you needed billions,
but in the 7MP, although infrastructure is still inportant, projects are
of a smaller scale and there is also a trend towards nore social projects
i ke health care and educati on where you don't need that nuch capital

"Also, a lot of conpanies that used to work for the big players (on
privatisation projects) like the contractors, they've cone out with the
experience and are aimng for projects thensel ves.

Thus in an environnent of intense conpetition, conpanies or
entrepreneurs that tailor their proposals to the governnment's needs stand
a better chance of getting noticed, and awarded a plumprivatisation job.

In a nutshell the objectives of the privatisation programme are to
accel erate growth, inprove efficiency and productivity, trimthe public
sector and relieve the governnent's financial and admi nistrative burden.
Needl ess to say, these objectives should translate to i nproved goods and
services to the average Ml aysi an.

"The conpetition to subnmit proposals is very stiff anbng Mal aysi an
conpani es,' Chow says. "It's not uncomon to find up to seven comnpani es
trying for one project. So to stand out you have to cone up with a very
creative proposal .’

Many conpani es apparently fell short of doing this during the course of
the 6MP. A total of 234 privatisation proposals, each costing big bucks,
were submitted by the private sector to the EPU, but only slightly over a
third lived to see the |ight of day.

Being creative, by Chow s definition, is to tell the government how you
can save it the nbst noney and fuss. ~The governnent will prefer not to
get financially involved, nore so than in the 6MP," he notes. "They used
to give out soft |oans and free | and and such but they don't want to do
that anynore. As nuch as possible the people putting up the proposa
shoul d have their own financing.

“Conpanies will also need to be socially sensitive. It's on a case hy
case basis but nore often than not the governnent will want you to build
this school or this nbsque or paint bus-stops if you want the contract.
Getting as many Bum puteras involved in the project as possible al so
carries a lot of points.

A lot of bus-stops could be painted by the time the 7MP expires in the



year 2000. Although a total of 204 projects were privatised during the 6MP
which ran from 1991 to 1996 - the progranme was wi dely considered a
qual i fied success - the government wants to accelerate its privatisation
drive.

Thus under the 7MP, while the enphasis will still be on the
infrastructure, utilities and transport sectors, the government hopes to
see conpani es getting interested in the services sector particularly in
education and training, health services, and research and devel opnent.

It has earmarked a |list of service entities for privatisation or
corporatisation during the 7MP. They include hospitals, the Standards and
I ndustrial Research Institute of Malaysia (SIRIM, the Public Wrks
Department, Pos Ml aysi a Bhd, the Mal aysian Institute of Mcroelectronic
Systens (M MOS) and vari ous ot hers.

This is where knowhow will be nore inportant than the ability to raise

a billion ringgit, says an EPU of fi cer who wi shes anonymty. ~\Wat was
done in the 6MP were the easier ones, things that can be sold off quite
easily. But in the 7MP it is rmuch nore difficult, like privatising

hospitals. How are you going to do it, who's going to pay for the poor?

"Fromother countries' experience there's no perfect systemfor health
care or education. So anybody interested has to be patient and bring
| essons fromother countries because we | ack expertise in these areas.
That's why knowl edge and skills will be inportant, one has to |l earn from
all these different countries and bring the best to Mal aysia'.

The fear is that with privatisation of highly subsidised essenti al
servi ces such as health care, education and training, the privatised
servi ce may becone | ess affordable to the poor. The governnent's
experience in health care in the early years of the 6MP provides a
exanpl e.

After the privatisation of the Governnent Medical Store in 1993 to a
subsi diary of Renong, prices of conmon drugs shot up dramatically. In one
i nstance, the price of 10nmg of norphine was all egedly increased by 6, 656%
fromRML5 to RML,000. It was only after a public outcry that the Mnistry
of Health intervened and prices were | owered.

The officer said the governnment has becone wary of public |ashbacks and
is nmore careful about the terns it agrees on and who it awards contracts
to. “The EPU has learnt over the years, it is nmuch nore adept at
negotiating and striking the best deal for the governnent,' he says.

Owmni ng or having access to nodern technol ogy al so gives a definite
advantage to conpanies trying to convince the EPU of an idea, says Arthur
Ander sen's Chow, pointing to Prine M nister Mahat hir Mohammad' s
appreciation for cutting-edge technol ogy.

For better or worse the privatisation programe has had a | arge i npact
on the life of the average Mal aysi an. Everything from sewerage,
electricity, water, roads and airports has passed fromthe government's
hands to the private sector. In nmany cases consuners have had to pay nore
for not nuch better service.

Chow says one of the governnment's priorities is to inprove and wi den the
scope of regulatory authorities to maintain standards and protect consuner
interests in terns of pricing, availability and quality of services, and
to ensure the healthy devel opnent of the industry.

During the 6MP period alone a total of 11 regulatory authorities were
establ i shed, covering areas such as electricity and gas supply, ports.
ai rports, highways, posts, telecomunications, railways, and sewerage.

However the regulatory authorities were seen as unable to function
properly due to outdated I aws and a rapidly changi ng technol ogi cal
environment. A shortage of know edgeabl e manpower and | ack of expertise
further undermned their effectiveness.



On the whol e however, Ml aysia's privatisation programe has been hail ed
a success and touted as a worki ng nodel for devel oping countries to
enul ate. The progranme has done much for the prosperity of the country and
its citizens over the past few years and the sanme can be expected in the
future.
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