09/ 05/ 1998

A case for the rescue

THE announcenent by Prime M nister Datuk Seri Dr Mahat hir Mhanmad | ast
Tuesday that the Government is considering the establishnent of a Nationa
Econom c Intensive Care Unit to restructure Ml aysi an conpani es signals
the presence of political will to take practical and business-oriented
steps to protect national interests and assets. If the Ml aysi an way has
been successful in building a strong econony, the Ml aysi an way shoul d be
able to overcone the present problens.

To a degree we can be proud of ourselves for not having to seek the
assi stance of the International Mnetary Fund to rescue our econony. The
move to set up the unit is further justified if we |ook at the fate of
Thai | and, Sout h Korea and | ndonesia which had resorted to | MF bail outs.
The | MF bail out of these countries inposes a heavy political and socia
cost especially on the mddle class and the poor of those countries.

The financial systems of the affected countries m ght have been saved
and sone international |enders assured of their noney. But the high
interest rates nandated by the | M- have kill ed even good busi nesses,
resulting in massive job | osses. Prices of essential foodstuffs have gone
up causing inflation to sky-rocket. |ndonesians and Sout h Koreans have
taken to the streets to protest against the | M- conditions.

Qur proposed restructuring programme shoul d be ained at dealing directly
with the root cause of the econom c problens. The private sector, which in
the | ast decade has energed as the mai nstay of our economny, has been badly
hurt by the regional crisis. The restructuring programme will inevitably
entail reviving sone of the ailing businesses.

For the whole of the eighties and up to July | ast year, our econony had
relied on the private sector to becone the engine of growh. The high rate
of growh fromthe md-eighties would not have been possible had it not
been for the entrepreneurshi p and dynami smof the private sector. It is in
our enlightened self-interest and in the interest of the country that we
shoul d consi der the rescue plan positively. W have to bring back that
wonderful tonic called grow h.

Where the use of public funds becomes necessary, due diligence and
managenent skills are inportant not only to overcone public fear and
obj ection but nore so to ensure the objective of the restructuring is
achi eved. We cannot use good noney to chase after the bad. If these
conditions are met, we do not have to apol ogi se to anyone for doi ng what
we think is right to hel p ourselves.

A great deal of attention of |ate has been given to the so-called
bai | out of conpanies. The inpression created is that in Malaysia, we are
doi ng sonet hi ng unusual and unethical. This is far fromthe truth. W are
not alone in wanting to rescue our conpani es and protect our jobs and our
way of life.

Whether it is with the | MF or Western Governnents, public funds have
been used to rescue compani es and businesses. In the United States, public
funds were used to bail out Chrysler Corporation, Continental IIlinois
Bank, and savings and | oan associ ations. The French Governnent rescued
Credit Lyonnais, and conputer giant, Goupe Bull. The British Governnent
rescued Rolls Royce. The irony is that these bailouts are perceived as
positive.

Let us not sell ourselves cheap. It is widely known that "vulture funds"
are waiting in the wings to buy our conpani es and assets at basenent



prices if we make no attenpt to protect our interest.
( END)
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