11/ 09/ 1999

Bum put eras nust be nore active

INH S openi ng address to sone 1,000 partici pants of the Fourth Buni putera
Economi ¢ Congress i n Kual a Lunmpur yesterday, Datuk Seri Dr Mahathir
Mohamad proposed a study of Bum putera businesses, particularly the inpact
and probl ens they face in the Iight of the economic crisis. The Prine

M ni ster had earlier raised a simlar suggesti on when he | aunched t he
Second Nati onal Econom ¢ Consul tative Council (NECCI11), set upto

eval uate the performance of the National Devel opnent Policy (NDP) and to
make recommendati ons for a new policy to steer national devel opment beyond
t he year 2000. The NDP succeeded t he New Econonic Policy (NEP) in 1991 and
provi des the framework for national devel opnent up to 2000.

The NDP pronotes many of the policies created under the NEP; the nost

i mportant of which addresses the economi c i nbal ance anong t he races. One
of its broad objectives is to pursue the target of hel pi ng Bum put eras
attain at |least a 30 per cent share of the nation's econonic pie. This
target was not reached during the NEP's 20-year period; in fact, when
currency specul ators attacked the ringgit in 1997, the gains that the

Bumi put eras had nade over the | ast 30 years were nearly wi ped out. At the
hei ght of the crisis, the market val ue of equity held by Bum puteras
decreased by 54 per cent, conpared with 50 per cent for non-Bum puteras
and 47 per cent for foreigners. Stock prices of Bum putera-controlled
conpani es fell by about 55 per cent. The share of Bumi putera equity at par
value in the corporate sector is said to have reverted to the 1995 | evel s
of about 20 per cent.

A study of Bum putera businesses vis-a-vis the crisis can help establish
many t hi ngs, but one question that it should answer is what these

conpani es nmust do to strengthen t hensel ves so as to survive future cri ses.
D d they suffer due to weaknesses i n managenent, finances or a |l ack of
focus? According to Dr Mahathir, some of these conpani es i ght have been
weakened because they were enbarki ng on other supposedly nore |ucrative
ventures even before they had fully established thenselves intheir core
busi ness. Such di versification practices, nornmally driven by prospects of
qui ck and huge profits, had | ed to these Bum putera conpani es beconi ng
flabby and i nefficient; hence, when the econoni ¢ downturn suddenly
occured, they were caught of fguard and were slowin reacting.

This is just one exanmpl e. The weaknesses of Bumi put era busi nesses nust

not only be quickly identified, but nust be overcone through concrete
recomendati ons and serious i nplenentation. Tine will bealuxuryinthis
effort because whil e the special assistance and benefits accorded to

Bumi puteras will continue to be granted, they may not be in the sane form
for ever. Dr Mahathir said that once the 30 per cent target for

Bumi put eras has been achi eved, the Governnment nay w t hdraw sonme of the
privileges. Asituation where the Governnent woul d revi se upwards the 30
per cent target once the Bum puteras have achieved it does not arise. This
does not nmean, however, that Bum puteras shoul d stop there. Wolly on
their merit and their own efforts, they shoul d be able, fromthat point,
to strive to get a | arger piece of the econom c cake.

Dr Mahathir's assurance that the Governnent will continue, into the new
m |l ennium to help correct the inbalance in the distribution of wealth
anong the races nmay not go down well with the NEP's critics, especially
out si ders who have accused the policy of anti-neritocracy or a gross

di scrim nation agai nst the non-Buni puteras. The non- Bum put eras



t hensel ves, however, can be expected to wel cone this. For as long as the
pol i cy has been pursued under the NEP and the NDP, the 1969 racial riots
have never been repeated. Al so, the gains nade by the Bumi puteras these
past three decades have not been at the expense of the non-Buni puteras;
rather, the growh in wealth ownershi p of the Bum put eras has devel oped on
t he back of an econom c pie that has grown that nmuch nore, even for the
non- Bum puteras. As | ong as a strong Gover nnent oversees this policy, the
people stand to gain froma win-win situation. But that's not an excuse
for the Bumi puteras to pursue the 30 per cent target with | ess urgency.
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