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CAPI TAL MARKET NEEDS THE GOVT, SAYS MAHATHI R

KUALA LUWPUR, March 5 (Bernama) -- The governnent has a role to play
al beit the current thinking that governnents are superfl uous and that the
capital market should be left toregulate itself, said Prinme M nister Datuk
Seri Dr. Mhat hir Mhanad.

"The market is not free fromthe corrupti on of power if power is given
toit exclusively,” he said in his speech at the Kual a Lunpur Stock
Exchange Corporate Awards 2001 hel d here today.

The Prinme M nister said there were cases whi ch had nade nockery of the
belief that markets coul d regul ate thensel ves and even di sci pli ne
governments. "The market needs t he governnent because the market is all
about making profits while the government is concerned about the well-being
of the people and the country," he said.

Citing exanpl es of notions gone wong, he pointed out the case of the
Long Ter m Capi tal Managenent (LTCM in the US which nearly brought the
financial state of the whole country into the brink of disaster

The governnent had to nove in to prevent this happeni ng, he added.

He al so pointed out the nore recent case of Enron Corporation where
t here had been massive fraud and fixi ng of accounts.

"CGovernnments too can be corrupted but in a denpcratic system
government s which are corrupted woul d not stay i n power for |ong," Mhathir
sai d.

He said a corruption-free government and properly regul ated and
transparent private sector would give the best results. It would ensure
rapid growmth of a country.

"But this is too nmuch to expect. The government will have to be checked
by the private sector through refusal to invest and the private sector wll
have to endure the regul ati ons and supervision of the governnent," he
added.

The Prime M nister said that this did not nean that the private sector
should not try toregulate itself or establish high ethical standards and
to discipline the recalcitrant.

It has becone the duty of the government to set standards and to
regul at e business practices, he said.

The governnent is aware of the need to avoid putting corporations into
"straight jackets" and would want to mnimse regul ati on as nuch as
possi bl e, he added.

Wth the cooperation of the business conmunity this can be done, the
Prime M nister assured.

It is for this reason that the governnent supports efforts to encourage
good conduct on the part of the boards of directors, corporate nmanagers and
managenent, he sai d.

Thi s can be done in ways of conferring awards and recognition, he
added.

The last financial crisis has showed up the weaknesses and the
mal practi ces of many public conpani es and yet sone conpani es have been so
wel | nmanaged that the crisis hardly affected them he said.

The Prine M nister said the crisis has thus shown the i nportance of
good nmanagenent .

"Good managenent can be mastered by all. It requires honesty and skills
whi ch can be easily learnt. Provided that the rules, statutory or
ot herwi se, are religiously foll owed, good managenent shoul d result,"



Mahat hi r sai d.

Unfortunately, market conpetitiveness and profitability require
i nnovation and risk taking, he added.

He said the rules and standard practices may then be i gnored and ri sks
taken. Sonetines actual fraud may be conmitted in the belief that the
return woul d cover the departure fromacceptabl e practices, he said.

When there is a crisis the expected results nay fail to naterialise and
| osses woul d reveal the mal practices invol ved.

Supervi si on over managenent is inportant. The internal audit, the baord
of directors and periodi cal audit by the professional accountants play a
pertinent role in ensuring ethical nmanagenment, he added.

Mahat hi r said i nnovative action can still be taken but it should be in
a definable way and within the regul ati ons provi ded.

The Prinme M nister said the government had stepped into rehabilitate
several major public corporations following the difficulties faced mainly
i n overcom ng | oans probl ens.

He said if there had been any bailout at all, it was the bailout of the
wor kers, the minority sharehol ders and the public in general

Now, there is not nmuch criticismof the Ml aysian governnent's action
he added.

"But when the sane thing happens in countries associated with the
foreign press, the need for the governnment to step in and rescue seens | ess
li ke a bailout," he added.

The Prine Mnister said in acrisis, even the best nanaged conpani es
can fail. Currency deval uati on and t he col | apse of share prices cannot but
af fect busi ness adversely, he said.

"It is easy to say let the fittest survive and let the failed
busi nesses be gobbl ed up by people fromcountries not affected by the
crisis at a fraction of the val ue

"But the loss of wealth in acrisis is real and affects the econony of
the country and its future. Rebuilding an econony is not a matter of
adjusting interest rate al one," he said.

A whol e | ot of neasures have to be taken by the governnment and the
busi ness comunity before the process of recovery can really begin, he
added. -- BERNAMA
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