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ram my days working in Malaysian 
equity res1wTh, OllC conclusion fro111 
Institutional share salesmen and their 
clients. fund managers [mostly foreign), 
~C’VEI- hihi to irritate me although I 

made great efiorts to hide my displeasure. 
TllJt \V‘lS IIIC’ statl~lllcnt that tl1crc would be 

rons~~lcr,~l~lt~ economic uncertainty if the prime 
niillist~,r \ww to slcl~ down. The rt’asoiis glvcu 
WI’IC’ t11,ll tllcrc w,1s IIU cle‘ll- Illle oi $11~‘~‘1’551011 
and oiic ~wuld not he sure if current economic 
I)olicic5 would IW adhered to. 

My ile,lr~st,in~i,ir~1 reply was that economic 
policy would not change much no matter the 
successor. It is not a change of govcrmncnt; 
it is .i change of pi-inie ministers that would 
take place. The same party will still be in 
power diid Ilrctty much the same policies will 
~~oiili~ruc to IV iii place. Foreign investors, 
cv~w lhc shurl-term variety, don’t have much 
to worry about. 

In fast. I usccl to point out, a switch in presi- 
tiwts iii tli~’ LIS has brought about much more 
chaiig~~ in t>coiiomic policy - cspccially, as 
ofl~~ii IiappLxiis, if the new president is from a 
different party. Sometimes the argument sank 
111; most times it did not - you quickly realist 
that then, arc’ dlfiercnt standards oi assessment 
ior d~vclopcd arid developing countrlcs. 

Over the years it has become fashionable 
to rcpcat this myth over and over, and just 
Iw~~,~usc percept ions C~LISC markets to go a few 
blips rlow~l. the colnnlL~iltators take heart that 
thclr an,ilys~s is correct. Dis,ipllcJintingty. 
Mal,rys~,in coiiiiriciit~itors, who really should 
ki~w t)t>ltcr. IUINICI~ tcl these iorcign expcQa- 
tioiis .md f<~~t this fire, of anticipated uncer- 
t,liiity wit11 IIIOI-c lucl. 

Hut pcrccplloii is just that. It will cdiiw the 

niarkL>t to fluttci- hi- a while and provide some 
qqwtunitics lor a tew trades. This sums to be 
the ,uiil for huning the ilames of uncertainty in 
the lirs1 pl,i~e. I<ut Ilot long after, perceived uii- 
cciO,ililtlcs go aw,iy and life returns to normal. 
No couirtl-y tlq~nds 011 uiic’ iiidi for stability. 

ii you ,uc gong lo expect mmmc pvli- 
cIC’S to m,lk~ a right-about turn as Prime Min- 
ister IIatuk Seri LIr Mahathir Mohamad pre- 
par-es to step C~LIWII over the ii~xt 18 months, 
you art’ going ((1 ILL, disappointed. 

hl,iju~- poli~~i~~s will continue unchanged and 
it will 1~~ ‘I wll~k lwlo~t~ Mahathir’s chosen SLIC- 
ccssor, LWuk Strl hl~lullah Ahma~i Ha~hvi will 
stamp his own style on the managfnieilt of the 
cconviny. Yes. it would tw more a matter of 
style tllail aii u~~hcaval of ccoiiomic policy. 

Yuu L‘,tii tlcluiitcly expect foreign direct iii- 
vcslors to c‘oritinuc to be welcoin~~d with open 
arms. Pal-tfotio 11iv~~st01-s cdii IIIOVE their 
ii1wic): iii 41hl out without hiiidrailce; no ii‘i- 
tlonalisation of anybody’s assets ~111 take 

place; the ring@ peg will not be revised in a 
hurry; the government will continue to spend 
to take up the slack in private-sector spending 
(although some cutback can be expected 
going forward as the economy recovers); and 
interest rates and liquidity will continue to be 
easy to support recovery. 

This is not to say that Mahathir has not put 
his stamp on economic policy-making and im- 
plementation over the past 21 years. indeed he 
has, sometimes in controversial ways and not 
always achlevmg unequivocal success. 

In a pluralistic country like Malaysia, with 
demands from different sectors and races, the 
success of economic policy is likely to be mixed. 
There have been successes and failures but on 
balance the positives outweigh the negatives. 

Mahathir’s crowning glory, perhaps, was 
the unconventional path he embarked on to 
resuscitate the Malaysian economy in the af- 
termath of the Asian financial crisis - through 
capital controls did stimulating the economy 
via increased government spending, lower in- 
terest rates and greater liquidity, in direct 
contrast with the International Monetary Fund - 
(IMF) prescription then. 

Two things characterised economic policies 
under Mahathir after he took over as prime 
mimster in 1981. [Indeed, the same two things 
charactcrised economic policies right from in- 
dependence in 1957.) The first was the push 
ior continued dcvelopmcnt of the country; the 
second was the need to narrow the economic 
gap between bumlputeras and non-bum- 
putcras to ensure political stability. 

The second complicated the first, and every 
leader had to grapple to find some kind oi 
balanw between the two. Malaysian CYO- 
nomic policy is conq~1cx because it has to SI- 

multaneously satisfy two aims and somctinws \ 
the first is compromised. 

Mahathir, if anything, was more impatient 
than his predecessors. There was no time to 
be lost; things had to start moving at once. He 
did not want to wait; he was decisive. This dif- 
ferentiated him from the previous leaders. And 

111 his haste there was waste but there was 
progress too. 

Before he took over as prime minister, 
Mahathir served as trade and industry mi- 
nister, heading many delegations overseas to 
attract foreign direct investment (FDI). This 
was something he continued with during his 
tenure as prime minister, often assuming the 
role 0i the country’s chief salesman. 

Malaysia was already a major electronics 
manufacturing centre by then, with large US 
JIIL~ Japanese corporations represented here. 
Hut Mahathir was interested in pushing the 
frontiers of industrialisatlon. 

In controversial moves, early on during his 
prime ministership, he implemented a “Buy 
hltish Last” policy in response to friction with 
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Thy success of higli-profile industrial projects 
was Ialrgcly mix4 and their viability was hit by 
.I ~cwss~cm in 1955, the first 111 Malaysia in more 
thau a quarttar‘ of a century. Mahathir brought 
ill ‘hii l)ami Zaiiiuddiri as findlict> minister and 
togt~tlicr tlic two set al~~ut turiiq tlic cco~ioiiiy 

‘lruulld. 

C~~iiditioiis were further lihcr,discd lor fTlls 

,lnd the ~ovcrnniciit made ‘1 mijm push f01 

the private sector to take over CIS the engine 

of growth for Ilie economy. Grcdtcr impelm 

w,ls given to fJrivdtis,itiun policies with the 

North-South Expressway heading the list of 
major government assets being privatised. 

Privatisation not only helped economic 

development but was also a means 01 rapidly 
increasing huiriipitera prticipation in business. 

A new coterie of young. su~~ssiul humiputtm 

multi-milliu~~aires, many with links to Daim. 
emerged, some of them to become tycoons with 
multi-iaccted businesses under their wings. 

Government department Talikom and statu- 
tory body Lcmbaga Letrik Negara were trans- 
formed into companies and prepared ior a list- 
ing on the l<uah Lumpur Stock Exchange. By 
the late 1980s. things were looking up again 
,u~d the market began its climb, accelerating 
in the> early 1990s and hitting a prak in 1993. 

In the meantim (lx> New Economic Policy, 

the co~mcrsluiie of economic policy lor 20 yexs, 

expired ill 1990 and was replaced with the Na- 
tional Dwdoprnent Policy. Around the same 
time, Mahathir enunciated his plan to put Ma- 
laysia on the path to developed-country status 
by the year 7020, later dubbed Vision 2020. 

It seemed that everything was on track for 
Malaysia, as foreign investments flooded in 
and the market boomed. Even a RMI 5 hillion 
to RM20 billion foreign exchange trading loss 
at Bank Ncgara in the early 1990s failed to 
dampen enthusiasm and optimism. 

The country embarked on a number of 
ambitious programmes including the Bakun 
hydroelectric project, the Petronas Twin Tow- 
ers project, the construction of a new airport, 
a government administrative centre called 
Putrajaya and a high-tech residential/techno- 
logical area called Cyhcrjaya. Mahathir swung 
into action with plans for the Multimedia Su- 
per Corridor to leapfrog Malaysia into the in- 
formation, coiIilliliJiiC;ltioiis and teclinology 

era and confidence reigned supreme. 
And then the Asian financial crisis arrived. 

Currencies and stock markets were battered 
across the region as investors lost corifidcncc, 
leading to an economic slump and countries like 
Thailand, Indonesia and South Korea seeking 
help from the IMf:. 

At a World Bank conference in September 
1997, barely two months after the onset ol the 
crisis, Mahathir said: “We have always wel- 
comed foreign investments, including specu- 
lation. They can come in to buy shares and 
get out if they wish to for whatever reason. 
But when the big funds use their massive 
weight in order lo move the shares up and 
dow11 at will and make huge profits by their 
manipulations then it is too much to expect 
us to welcome them, especially when their 
profits result in massive losses for ourselves 
in the classic zero-sum game theory.” 

By then, the finance minister was Datuk 
Seri Anwar lbrahim. Anwar listened to 111s 
advisers and favoured IMF-like measures al- 
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Prominent econo~nist Paul Krugman had 
this to say: “Malaysia has proved a point - 
namely, that controlling capital in a crisis is 
at least feasible. Until the Malaysian experi- 
ment, the prevailing view among pundits was 
that EVEII if financial crises were driven by 
self-justifying panic, there was nothing gov- 

cinmr~its could do to curb that pL1mc cxccpt 

to ~-rscl~cdt~l~ ballk debts -- part, but onI\. 
l’<i~ 1. ol tht‘ pool oi potential flight capital - 
<111(i ~~tht~~-~v~sr tl-1’ to restcrlc’ confidence by 
making J conspicuous display of virtue. 

“Austerity ci~~ti reform were the watch- 
words. The alternative - preventing capital 
ilight thrcctly, c~~xi thwby gaining a breath- 
iiig space - was supposed to be complett~ly 
unpossihlt~, with ,iny cittempt d sure recipe for 
drsaster. Now we know better.” 

As the economy recovered. Malaysia’s 
policy wcis to sdw ds many ti-uuhled compa- 

nies as possible. Ddim oversaw implementors 
tioii III tht,sr areas but there was substantial 
cr-iticism over his l~andling of some of the re- 
structuring, especially with respect to camp- 
nies involving two of his prott$t;s - Tan Sri 
Halim Saad anti Tan Sri Tajudin Ramli. 

Such diffrrrnct)s apparently led to a break 
in the long-standing reliance of Mahathlr on 
Daim, leading to Daim’s departure from the 
finance ministry. Mahathir took over the min- 
istry and brought in two advisers - Tan Sri 
Ali Abdul Hassan and Tan Sri Nor Mohamed 
Yakcop - to assist him. 

Then came the stress on corporate gov- 
ernance. The government took over United 
Engineers Malaysia, booting Halim out. A 

series of reioi-ms was promlscd and tirne- 
tables were set for restructuring. LVhrle 
H,ilim, Taiudin and others fell out 01 f+ 
vour, there was a nelv rising star: Tan Si-i 
S),t,d Mokhtar Al-Rukhary. Mahathir ,ipllar- 
rntly needed others who could dchve~ 

A number of Malay businessmen fell b\, 
the wayside followin, ~7 the Asian financial 
cl-isis while some oi the progress in~iir hy 

the Mala), colnmunrty was pushed back as 
well. This probably prompted Mahathir to 
talk about some failures that Ile had rxp- 
rlencrd in bringing clx~~qgcs to the wmm11- 

iiily and opining that spcci,il privilt~gt~s 
might have to be rolled back eventually to 
get Malays to be competitive. 

Together with an earlier decision to rem 
vcrt to English for the ttl,iching of science 
and mathenlatics subircts. this was we11 as 
the next movt’ by Mahathrr to make the 
country mar-e competitive while ensuring 
that attitudes are changed so that the 
Malays do not get left bchlm. 

Mahathir will not stay to see that stage 
through. The baton will be passed to 
Abdullah and the burden will indeed be 
heavy. How will he do it? In his own way 
and in his own style, of course. There IS 
after all only one Mahathir - and only one 
Abdullah. 0 
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