24/ 04/ 2001
Firnms vying for privatized jobs to face close scrutiny

Dzul kar nai n Tai b; Ei rmal asare Bani

THE Government will be nore careful in selecting conpani es to undertake
privatized projects under the Ei ghth Mal aysi a Pl an (8MP) consi dering their
crucial contribution to econonic grow h.

Prime M nister Datuk Seri Dr Mahat hir Mohamad sai d frompast experience
some candi dates who initially showed prom se in taking on the challenge
had proved i neffective when they come under pressure.

"Their strengths and abilities were fragile.

"If they face pressure, they could not withstand it. So we nust eval uate
their ability to accept these projects,” Dr Mahathir said at the
Parlianent | obby after tabling the 8MP yest erday.

As such the Government will in future thoroughly study conpani es'
ability to handl e privatized projects before handi ng themover.

Thi s i ncl udes vetting the applicants' background, their resources, past
experience and capabilities. The 8MP projects will stinulate econonic
grow h as they are not only commercially viable but will also contribute
to social devel opnent, the Prinme M nister said.

"Anore stringent project evaluation procedure will be adopted which
i ncl udes the appoi nt ment of i ndependent consultants as well as the
conducting of surveys to ascertain public opinion on projects to be
privatized," he told the Dewan Rakyat earlier.

The transportation, construction and utilities sectors are high on the
list of priority privatization projects under 8MP, he added.

Dr Mahathir al so said the restructuring of relevant regul atory
authorities will be expedited with a viewto protecting consuner interest
and fostering healthy privatized sectors.

The privatization programe has hel ped the rakyat to enjoy better
facilities besides generating alarge nunber of enpl oynent opportuniti es,
but it does not nean that the Governnent has relinquished all of its
responsibilities to the private sector, he said.

It is nerely a transfer of government assets at reasonable prices to the
private sector, which sonetinmes require the provision of soft |oans.

Thi s way, cost of devel opi ng and operating these facilities can be
reduced, like in the case of the construction of hi ghways and i nposition
of toll charges.

"If the total cost of building a highway is to be borne by a conpany
alone, then the toll rate would |likely be as high as RML per kil onetre.
Due to t he governnent subsidy, toll rates in Mal aysia are the [ owest in
the world. The sanme applies to other privatized public facilities," Dr
Mahat hir tol d a packed Dewan Rakyat .

Wth privatization, the Governnent nanaged to save capital expenditure
totalling RM49.2 billion during the Seventh Mal aysia Pl an period. In
addi tion, proceeds accruing to the Governnent fromthe sale of equity and
assets ampunted to RMA. 4 billion.

Under 8MP, privatization will continue to be an inportant vehicle to
facilitate econonic growth and ensure equitabl e distribution of incone.

Whi | e enphasis is given to infrastructure devel opnent, attention wll
al so be given to projects that upgrade the quality of services to the
public, and can generate nultiplier effects.

The process to identify nobre governnment entities for corporatisation and
tofamliarise the staff before their organi sations are privatized wll
al so conti nue.



In addition, further efforts will be undertaken to strengthen the
regul atory franmework to saf eguard consuner interests and nonitor the
performance of the privatized entities.

Fund manager Ni k Azhar Abdul | ah of Commerce Asset Fund Managers Sdn Bhd
commended t he Government for taking pre-enptive nmeasures to punp-prinme the
econony rat her than just accept the export sl owdown.

The Governnent, he said, has al ways had a good track record and been
able "to pull the rabbit out of the hat".

"(However) at the end of the day, conpani es have to create val ue for
their shareholders... and not all projects that we have in mind are
suitabl e for privatization

"Fromthe investors' point of view, they have to consider if a project
is profit-oriented or for public benefit. If the returns on equity and
assets are not going to be good, they will be reluctant to invest," he
sai d when contacted by Busi ness Ti nes.

As for the likely corporate beneficiaries of the privatization drive
Ni k Azhar said nost of the projects will still goto the "big boys", while
bui | ding nateri al -based conpani es shoul d al so gain

"It is amtter of need for speed. Conpanies that will benefit are those
with the manpower and capability to do big projects," he added.
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