08/ 07/ 1998
New rul es to i nprove corporate resilience needed: PM

Fadzil Ghazali

PRI VE M ni ster Datuk Seri Dr Mahat hir Mohanmad says the ease with which
currency deval uati on and share depreci ati on can di stress even t he soundest
of conpani es underscores the need for newrul es and regul ati ons to i nprove
corporate resilience.

He said many existing | aws and rul es, and banking practices, tend to
aggravate rather than mitigate the situation faced by corporations during
times of econom c fl ux.

"These wil|l have to be studi ed and new sets of rules, regul ati ons and
| aws formul ated,” Dr Mahathir said when | aunchi ng t he Regi strar of
Conpani es' (ROC) centenni al cel ebrations in Kual a Lunpur yesterday.

It is not about hel pi ng bad conpanies. Rather, it is a recognition that
good conpani es shoul d be assi sted when a threat to their survival is not
of their own maki ng, he said.

"Survival and profitability is not only in the interest of the
i ndi vi dual conpani es but al so the nation as a whole. Certainly, the
Gover nment needs profitable conpaniesif it wants to fill its coffers,”
the Prime Mnister said.

The trenendous power acquired by the newcapitalists through advances in
i nformation technol ogy to nove huge anobunts of funds around t he gl obe has
ef fectively ended the sovereignty of nations with regards to currency and
capital nmovenents, he noted.

"Wth billions and even trillions at their disposal, they can now
chal | enge whol e governnents... the free fl owwhich should bring wealth to
the poor countries of the world has instead brought about their
i mpoveri shment."

Whi | e bl ame may be put on vari ous governnent practices, for exanple an
al | eged I ack of openness, there can be no doubt that the | oss of contro
over exchange rates and cross-border flows of capital are responsible for
the existing financial turnoil in East Asia, Dr Mahathir said.

"In face of this, corporate governance nmust be revi ewed. Cbviously,
there are weaknesses whi ch have to be attended to," he added.

Dr Mahat hir al so said Mal aysia, unlike many new y-i ndependent countries,
did not discard the market econony in favour of socialismand comuni sm
Instead, it made the market an i nstrunent for social engineeringto
achieve justice and fairness for all inits nulti-racial society.

The country's | aws governi ng cor porate behavi our are such that they aid
not just in maximsing profits but also redistribution of wealth.

"However, the ways of Robin Hood were avoi ded. The rich were not robbed
in order to give to the poor. Instead the rich, through their capital and
entrepreneurial skills were made to generate wealth for everyone," he
added.

Inlinewiththis strategy, the Governnment al so | aunched a privatization
programre to spur economic growmh. Not only were fail ed governnment
conpani es privatized but al so many traditional governnent functions such
as the provision of utilities weresinmlarly farmed out to the private
sector.

"Monopol i es were abolished in order to stinulate conpetition and greater
efficiency... tel ecommuni cati ons, power, hi ghways, airlines, ports,
delivery services and ot hers were di stributed to conpani es whi ch conpete
with one anot her," Dr Mahathir said.

Therefore, the necessity for an anti-nmonopoly or anti-trust |aw as found



in some Western countries does not arise.

"No nmonopoly has been given to any conpany, certainly not on a
nati onwi de basis. Wien there is a need to avoi d duplication of costly
infrastructure, the country is dividedinto regions, each bei ng assi gned
to one conpany on a conpetitive bid basis,"” he added.

Dr Mahat hir al so said the i npact of currency specul ati on which started
as aripple has resulted in a "tsunam " effect on East Asi an economi es,
destroying in its wake decades of soci o-econoni c achi evenents.

"Qur cherished institutions are being severely tested while critics
parade their usual generalisations and pronouncenents.”

What is worse, these critics who thensel ves operate in absol ute secrecy
condemm Mal aysia for its alleged | ack of transparency, he said.
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