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REVI EW CORPORATE GOVERNANCE, SAYS DR MAHATHI R

KUALA LUMPUR, July 7 (Bernama) -- Prine Mnister Datuk Seri Dr Mahathir
Mohanmad today called for a review of corporate governance as the current
econom ¢ turmoil points to a need for new rules and regul ations to i nprove
the resilience of corporations.

"Many of the present |aws and rul es and banking practices tend to
aggravate the problens of corporations during econom c turnoil

"These will have to be studi ed and new set of rules, regulations and
laws fornul ated,"” he said.

The prinme mnister was sinmultaneously | aunching the Registrar of
Conpani es (ROC) Centennial celebrations and opening an internationa
conference on corporate governance here in conjunction with the event.

Dr Mahathir said the idea was not to hel p bad conpanies but to turn
around good conpani es and enable themto survive as their failure was not
of their own naking.

"Their survival and profitability is not just for their own good but
for the good of the nation as a whole. Certainly, governnents need
profitable conpanies if they want to fill their coffers," he said.

Dr Mahathir sai d good governance for corporations could not depend on
|l aws and their enforcement al one but al so necessitated a good corporate
cul ture.

In Mal aysi a the governnment has decided that the private sector has a
big role to play in national devel opnment as they created wealth, jobs and
pai d taxes.

"Since what they do is inportant for the nation, the government should
actually facilitate the snooth functioning of private enterprise,” he said.

The concept of Mal aysia | ncorporated was formnul ated based on the belief
that cl ose cooperation between the governnent and the private sector could
enhance the country's economi c growth, he said.

There used to be a belief that it was the duty of the government to put
as many obstacles as possible in the way of corporations as they were
regarded as sone kind of exploitative eneny, bent only on making noney for
t hensel ves, he said.

"Certainly the capitalists of the past did exploit the workers and felt
no obligation to the society in which they made their profits. But the
soci alists and the communi sts taught the capitalists a good | esson and they
have now becone nore consci ous of the debt to society,"” said Dr Mahathir

Dr Mahathir said because of this, governments have been able to craft
policies and | aws whi ch ensured that profits nade by capitalists
contributed significantly to the well-being of the communities they Iived
in.

"There is no reason for frustrating the wealth-creating entrepreneurs.
| ndeed they shoul d be hel ped because a goodly portion of what they nmake
goes towards the inproverment of the Iives of the people as a whole. They
are the goose which | ays the gol den eggs and the continued capacity to |ay
t hese eggs shoul d be ensured, " he said.

Dr Mahathir said the Mal aysia | ncorporated concept has resulted in the
ei ght per cent plus econonmic growth of the nation in the past but there was
t he danger of abuse and corruption in such close proximty between the
governnent personnel and the private sector.

Such dangers however al so exi sted when the governnent di stanced itself
fromthe private sector, where the government was obstructive, such



obstruction could have been used to extract bribes fromthe private sector
and at the sane tinme national devel opnent was retarded, he said.

"Clearly when the governnent i s unapproachable not only is corruption
not elim nated, devel opnent is slow and the econony cannot grow.

"Between the risk of corruption due to close proxinmty between
governnent and the private sector and that caused by a confrontationa
attitude by government personnel towards the private sector, there is nore
to be gained fromthe former," he said.

Dr Mahathir said the rules have to be tailored to ensure naxi num gai ns
wi th m ni rum abuse fromthe Ml aysi a i ncorporated concept and the cul ture
has to be changed too

"Corporate | aws nmust be made suitable for positive interaction between
t he government and the private sector,” he said.

He said Mal aysia was set to grow through the privatisation and the
Mal aysi a | ncorporated strategy so that it would becone a devel oped country
by the year 2020 but unfortunately "we are now seeing the return of ranpant
capitalisnt.

"Modern information technol ogy and the ease wi th which huge funds can
be accunul at ed and managed has gi ven the newcapitalists tremendous powers.
Wth billions and even trillions at their disposal, they can now chal | enge
t he whol e gover nnent s.

"The sovereignty of nations in terns of currency and the novenents of
capital have now been lost. The free fl ow which should bring wealth to the
poor countries of the world has now brought about their inpoverishnent.

"Al t hough governnent practices and | ack of openness etc. may be bl aned,
there can be no doubt that the | oss of control over exchange rates and the
cross-border flow of capital are responsible for the financial turnoil now
assailing countries of East Asia," he said.

The prime mnister also said Mal aysia did not need an anti-nonopolies
law or Anti-Trust Law as in sone Wstern countries because no nonopoly has
been given to any conpany, "certainly not on a nation-w de basis".

"Where there is a need to avoid duplication of costly infrastructure,
the country is divided into regions and each region is given to one conpany
on a conpetitive bid basis," he said.

The | aws and policies governing big corporations involved in
privatisation ensured their responsibility to the public at all times, he
sai d.

Dr Mahathir called on the ROC to continuously inprove and upgrade its
operating systens, especially in neeting the needs of an electronic
government in the age of el ectronic comerce

The two-day conference on corporate governance, carrying the thenme of
"Responsibilities, R sks and Refornms"”, is being attended by about 220
participants, including fromoverseas.

It is aimed at initiating changes towards greater harnony, standards
and uni formpractices nationally and i nternationally.
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