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Introduction 
‘Poor’ corporate governance has frequently been identified as an important contributor to the 1997/1998 Asian financial crisis and sometimes even seen as its main cause.  For example, the World Bank (1998) argued that:
“Corporate governance (in East Asian countries) has been characterized by ineffective boards of directors, weak internal control, unreliable financial reporting, lack of adequate disclosure, lax enforcement to ensure compliance, and poor audits.  These problems are evidenced by unreported losses and understated liabilities.  Regulators responsible for monitoring and overseeing such practices failed to detect weaknesses and take timely corrective action” (p.67-68).
The then President of the World Bank, Wolfensohn (1998, p.38) proclaimed that ‘poor’ corporate governance standards was one of several factors contributing to the Asian crisis because “rotten national economies spring from rotten corporations; if business life is not run on open and honest lines there is little chance that the wider economy can be”.  Likewise, the Asian Development Bank (ADB), which launched A Study of Corporate Governance and Financing in Selected Developing Member Countries in November 1998, found that weak corporate governance was one of the major contributors to the building-up of vulnerabilities in East Asia (including Thailand, Indonesia and Malaysia) that finally led to the economic crisis in 1997 (ADB, 2000).  In the same way, the diagnosis of the International Monetary Fund (IMF) was that East Asia had exposed itself to financial chaos because its financial system was riddled by insider trading, corruption and weak corporate governance, which in turn had caused inefficient investment spending and weakened the stability of the banking system (Radelet and Sachs, 1998).  

Malaysia (one of the worst-hit developing economies of the 1997/1998 Asian crisis) is a particularly interesting case in that for a number of years it was seen as a worthy example of a ‘tiger economy’, experiencing continuous economic growth and social development.  Corporate governance came to be seen as a problem only following the financial crisis, with a range of international agencies and also the Malaysian government itself advocating improved corporate governance practices as a vital reform and a way of making the country resilient to any future financial crises.
This paper, first, attempts to identify and understand the driving factors of the recent corporate governance reforms in Malaysia in the aftermath of the 1997/1998 economic crisis.  The paper then through interviews with managers in a sample of Malaysian companies solicits their views on corporate governance reforms
.  The paper offers insights into the significance of the recent corporate governance reforms in Malaysia and suggests that alternative approach to corporate governance may be more appropriate.    

The structure of the paper is as follows.  The first section sets out the debate on whether corporate governance failure was one of the main causes of the 1997/1998 financial crisis.  The paper then goes on to describe the initiatives taken by the Malaysian authorities to reform corporate governance practices and to explain why the initiatives were undertaken despite inconclusive evidence that corporate governance in Malaysia was fundamentally flawed.  The next section describes the research method adopted to assess and explore the driving forces of corporate governance reforms in Malaysia.  The following section discusses results of the interviews.  Finally, a number of conclusions are made in respect of the role of corporate governance reforms in Malaysia in the aftermath of the crisis. 
Corporate Governance Weaknesses as a Cause of Crisis? 
A number of critics have argued that poor corporate governance was the main reason for the 1997/1998 financial crisis.  For examples, corporate governance systems in many East Asian countries were criticised and reforms were advocated by multilateral institutions such as the IMF, the World Bank and the OECD following the 1997/1998 financial crisis based on the argument that poor corporate governance was an important element in initiating the crisis.  It is argued that four aspects relating to corporate governance failure was the cause of the crisis: political nepotism, cronyism and corruption; weak legal framework for protection of shareholders and creditors; lack of transparency and inadequate information disclosure; and ineffective audit and risk management. 

Political Nepotism, Cronyism and Corruption

Corporate arrangements between the government and economic elites were blamed for government favouritism that propped up failing businesses and banks.  For example, Korea’s chaebol (conglomerates) and the state institutions that mediate their interests had been characterised as dysfunctional cronyism (see World Bank, 2000).  In Malaysia, the revelation of a few high-profile cases of poor corporate governance relating to companies with political links had undermined market sentiment and exacerbated the crisis.  There are generally two forms of political favouritism said to exist in Malaysia (Gomez and Jomo, 1997).  The first is the official status awarded to companies that are run by the Bumiputras
 and the second consists of much more informal ties that exist between leading politicians and companies.  The increased government intervention required for implementation of the National Economic Policy (NEP) (since 1971) and privatisation (first introduced in 1983) had opened the door to greater political involvement in the financing of Malaysian companies and a number of major conglomerates controlled by Bumiputras with close links to the political elite emerged and developed rapidly during the 1980s and early 1990s.  In fact, the most influential and wealthy Malaysian businessmen by the early 1990s were those most closely associated with the then Prime Minister Mahathir Mohamad, the then Deputy Prime Minister Anwar Ibrahim and the then government economic advisor Daim Zainuddin (see Gomez and Jomo, 1997).  Extensive political nepotism and cronyism had grown with privatisation (Jayasankaran, 2003 and George, 2005) due to the absence of an independent, accountable monitoring body to ensure transparency and proper implementation of the privatisation policy.  For example, HICOM Holdings was totally divested in late 1995 in a controversial deal to the politically well-connected Yahaya Ahmad – protégé of Anwar Ibrahim, Daim Zainuddin and Mahathir Mohamad (Poh, 1995, see Gomez and Jomo, 1997 and Shameen, 1998 for other cases)
.  Furthermore, these politically affiliated business groups could easily obtain bank loans from government-controlled banks using their political influence to finance projects (Yoshihara, 1988).

The emergence of a politically influential group of businessmen since the mid-1980s had not been limited to Bumiputras, despite the official ethnic bias of political patronage.  There has since then also been greater inter-ethnic elite cooperation in business matters.  Gomez and Jomo (1997) argued that these links were not established just because they were seen as mutually beneficial; the implementation of the NEP, the greater role and intervention of the government in the economy, the conglomeratisation of Bumiputra companies, the increasing control of the corporate sector by the UMNO leadership, and the clear domination of certain economic sectors by government agencies and Bumiputras were the reasons why cooperation was crucial for the development of non-Bumiputras (especially the Chinese) business interests.  A number of non-Bumiputra companies such as the Berjaya Group Bhd (majority owned by Vincent Tan Chee Yioun), and Tanjong Bhd (controlled by Ananda Krishnan) had benefited by Vincent Tan’s and Ananda’s relationship with Daim and Mahathir respectively.  

Gomez and Jomo (1997) noted that, by 1996, the rise of most leading businessmen in Malaysian industry was linked to the patronage of influential politicians; wealth creation depended on whether their patrons remained in power.  Following the 1997/1998 crisis, the downfall of the then Deputy Prime Minister Anwar Ibrahim and former Finance Minister Daim Zainuddin caused many of their business allies to struggle to protect their corporate interests (see Johnson and Mitton, 2003).  Consequently many large conglomerates owned and run by these businessmen collapsed.  Arguably, rampant corruption, nepotism and cronyism had, to some extent, exacerbated the economic catastrophe in Malaysia.  Nonetheless, claiming that they were the main reason for the downturn would seem rather exaggerated, as there might be other structural factors (such as exogenous factors and weak macroeconomic policies) and other corporate governance problems (to be discussed in the following sub-sections) that could together contribute to the crisis.  
Weak Shareholders’ and Creditors’ Protection

According to Johnson et al. (2000), weak legal framework for shareholder (especially the minority) protection was an important element for the Asian financial crisis.  Their model identified a route through which weak corporate governance (or managerial agency problems) results in more management misconduct that in turn leads to sharp currency depreciation and a stock market crash, which ultimately induces a recession.  They concluded that, “(c)orporate governance can be of first-order importance in determining the extent of macroeconomic problems in crisis situations” (p.185).  Moreover, the World Bank (2000) noted that:  

“Weaknesses in legal institutions for corporate governance – in particular, ineffective protection and enforcement of creditor and minority shareholder rights – had more significant effects on the exchange rate depreciations and equity price declines of 1997-98 than did standard macroeconomic variables.  The reason?  Controlling owners may treat outsiders fairly as long as prospects are favourable and external financing is needed.  But when prospects deteriorate, expropriation of outsiders rises if investor protection is weak.  Deficiencies in corporate governance did not constrain the impressive pre-crisis performance of East Asia’s emerging market economies – but they amplified the subsequent downturns” (p.69).

In assessing corporate governance issues in five East Asian countries (namely, Indonesia, Korea, Malaysia, Philippines and Thailand) seriously affected by the 1997/1998 Asian crisis, Zhuang et al. (2000) found that legal protection for shareholders (especially the minority shareholders) in these countries was inadequate.  They noted that, although laws concerning shareholder rights and the regulatory framework in Malaysia appeared comprehensive and were relatively adequate compared to other countries in their study, shareholder rights were often neglected in practice because of the excessive power enjoyed by controlling shareholders.  In addition, they argued that the real problems in Malaysia were “compliance (and) enforcement … (and) a lack of professionalism in regulations” (Zhuang et al., 2000, p.50).  Ineffectiveness in implementing and enforcing regulations often raises uncertainty for investors; this arguably could have been a reason behind the substantial withdrawal of funds from Malaysian markets after the crisis.

Lack of Transparency and Inadequate Disclosure

It has been argued that the lack of transparency arising from inadequate disclosure allowed significant problems to build up in the financial and corporate sectors.  When the financial condition in East Asian countries deteriorated, the inability of investors and creditors to determine sound financial institutions and corporations due to the lack of transparency, resulted in investors (especially foreign) being reluctant to hold (domestic) shares while creditors became reluctant to rollover maturing short-term debts for fear of an imminent loss.  It was believed that this contributed significantly to the erosion of investor confidence and in part exacerbated the crisis.  In Malaysia, the then executive director of the National Economic Action Council
 (NEAC), Daim Zainuddin, who was specially appointed to ‘manage the 1997/1998 financial crisis’, stated that the financial crisis in Malaysia was a ‘crisis of confidence’, where a loss in, or rather the lack of, investor (especially foreign) confidence on the Malaysian market had been seen as having been stimulated by the weak supervision of the financial system and a lack of transparency and inadequacies in corporate governance (Zainuddin, 1998).
Furthermore, Rahman (1998) commented that inadequate disclosure might not have been a major factor in triggering the crisis but it certainly contributed to its depth and breadth: 

“…… if there had been reliable accounting information available, the excessive financial exposures would have been detected earlier and allowed corrective action to have been taken by the banks and corporations themselves, the market participators, and the regulators thus diminishing the magnitude of the crisis.  Accounting disclosures should have provided useful and timely information on the weakening financial condition of the enterprises.  This could have given early warning signals” (Rahman, 1998, p.38).

In highlighting the need for more effective corporate governance, in terms of higher disclosure quality, in East Asia, Mitton (2002) commented that:

“Companies that offered higher disclosure quality, greater transparency, a more favourable ownership structure, and a more focused organization appear to have provided greater protection to their minority shareholders during the East Asian financial crisis” (p.240).

Consistent with the World Bank (1998) and the OECD (1999), he called for more effective corporate governance in East Asia and concluded that companies might enhance shareholder value and improve corporate performance by continuously opting for higher disclosure quality, even in countries where such quality may not be legally required (Mitton, 2002).  

Ineffectiveness of Audit and Weak Risk Management 

Rahman (1998) called into question whether external auditors actually succeed in acting as monitors in East Asian countries.  He questioned why auditors had issued unqualified or clean auditing opinions to large East Asian companies and financial institutions that went bankrupt within a few months of the completion of their audits at the time of the Asian crisis (Rahman, 1998).  There are several reasons why external auditors may fail to be effective monitors in East Asia; for example, Backman (1999) argued that East Asian companies might choose to remain opaque in order to prevent competition and social sanction.  The opaqueness of business in East Asia causes auditing to be an unattractive activity and complex in nature.  He also argued that auditing runs against the general culture in East Asia where business transactions are relationship-based.  The idea of needing to monitor and to double-check a company’s accounts implies distrust and may lead to open confrontation between owners and investors.  

From a corporate-level perspective, Claessens et al. (2000) reviewed the performance of a sample of public listed companies (PLCs) in four crisis countries (Indonesia, Korea, Malaysia and Thailand) and two comparators (Hong Kong and Singapore) before and during the East Asian crisis.  Their results suggested that firm-specific weaknesses (especially the financial structures of East Asian companies) already in existence before the crisis were important factors in the deteriorating post-crisis Asian business performance.  They found that companies that were performing relatively better before the crisis were less affected by the crisis, and neither smaller nor firms with concentrated ownership structures appeared to be less able than other firms to manage the crisis.  However, companies with higher leverage and a higher proportion of short-term debt tended to perform more poorly than companies without such characteristics.  They argued that the financial fragility of the corporate sector might not have triggered the crisis, but it did contribute to its severity and they concluded that the: 

“…… East Asian financial crisis showed that risks arising from the corporate sector typically occurred because of institutional weaknesses, including weak property rights, poor bankruptcy and accounting procedures, lack of transparency, and weak or perverse incentives” (Claessens et al., 2000, p.43).  

They proposed that assessing and remedying these deficiencies would successfully limit corporate sector vulnerabilities, and the resulting weak risk management practices.  
Focusing on weak risk management, Harvey and Roper (1999) contended that the Asian financial crisis was soured by the extra risk exposure of Asian corporate managers induced by their leverage policies (or betting/risk-taking behaviour).  In the case of Malaysia, they found that companies were increasing their leverage during the 1990s, for example, in 1992, 25% of firms had a leverage ratio of around 2%, 50% of firms reported a leverage ratio of about 19%, and 75% of the firms stated their leverage ratio was less than 50%, by 1996, the leverage ratios were increased to 12%, 58% and 112% respectively.  It has been argued that this increase in leverage and the consequent increase in risk is an example of poor risk management in East Asian companies.  Harvey and Roper (1999) concluded that, “the decline of many corporations could be directly tied to a failure in corporate governance with respect to risk management and control” (p.66).  Similarly, Poon (1999) remarked that: 

“due to the lack of corporate governance in the management of a firm’s risk exposure and the diminishing credibility for long-term funding, many local firms had resorted to short-term foreign currency denominated loans …… these firms quickly became insolvent when Asian currencies were devalued” (p.5).

Recovery plans for the corporate sector in East Asia from institutions such as the IMF and the World Bank have accordingly come to be based on the need to reform corporate governance, enhance property and minority rights, limit insider-transactions, and improve disclosure and accounting practices (World Bank, 1998, 2000) – even though five years earlier, the World Bank had seen no need to mention matters of corporate governance when concluding that East Asian economies (including Malaysia) had the basics right in terms of economic management, and effective public institutions and governance (see World Bank, 1993).

Despite such advocates of reforming corporate governance, there is a substantial body of work challenging the assumption that governance ‘failings’ were a major contributing factor to the 1997/1998 crisis.  Stiglitz and Bhattacharya (2000), for example, claimed that increased transparency in the form of disclosure as would be the case with more extensive corporate governance requirements is unnecessary as markets provide optimal incentives for disclosure.  Under certain circumstances, disclosure of corporate information could actually intensify fluctuations in financial markets and trigger an economic crisis.  In addition, Furman and Stiglitz (1998) pointed to the fact that even countries with solid legal and regulatory systems and no transparency problems, such as Sweden, have had financial crises.  Based on a study of eight emerging market countries (including Taiwan, Malaysia, Korea and Thailand), Gibson (1999) found that board of directors/top managers of emerging market companies are more likely to lose their jobs when their companies’ performance is poor, and therefore argued that “corporate governance is not ineffective in emerging markets” (p.23).  Finally, Singh et al. (2002) provided evidence that there is no relationship between crony capitalism and the Asian crisis.  Furthermore, they suggested the claim that poor corporate governance system was the main cause of the Asian crisis is flawed and argued that countries such as China and India were not affected by the 1997/1998 financial crisis even though their fundamentals were worse than those of the affected Asian countries (Singh et al., 2002).      
Notwithstanding the two opposing views that corporate governance was a (main) cause of the crisis and that there was no empirical evidence to show that corporate governance in Malaysia was fundamentally flawed, the government focused on reforming corporate governance as an important element in managing the crisis.  This raises the issue of what prompted the government (and some local professional bodies) into introducing a ‘comprehensive’ corporate governance reform.
Corporate Governance: A New Role in Malaysia? 

The Malaysian government attempted to improve corporate governance standards on the basis that these were needed for attracting foreign direct and portfolio investments (will be discussed in the next section).  For decades, Malaysia was dependent on foreign direct investment (FDI) to spur economic growth.  According to Athukorala (1998, p. 20), FDI contributed 73% of net capital inflows to Malaysia between 1990 and 1994.  In fact, the then Prime Minister Mahathir Mohamad, who was also the then Finance Minister, stated in the parliament when putting up the Budget 2003 for debate that: “For decades, our economic growth has been overly reliant on external sector developments, foreign direct investment and international trade,” (Mohamad, 2002, para.50).  The authorities had to take serious consideration of the impact of the 1997/1998 financial crisis on FDI because such investment had played an important role in the country’s successful economic development to date, and a substantial drop was likely to have serious consequences for the Malaysia economy.      

Several initiatives were undertaken to maintain or attract FDI to the country following the large outflows of foreign capital funds during the crisis period.  For examples, improving corporate governance and the introduction of new rules in June 2004 that allowed foreign investors 100% ownership in manufacturing firms they established (see BizAsia, 2003).  Indeed, the then Malaysian stock exchange executive chairman Dato’ Mohd Azlan Hashim announced that:

“Enhanced standards of corporate governance and transparency will increase the attractiveness of the public listed companies thus making it easier to raise capital …… (and) more attractive as investment options ……(also) the revamped listing requirements are on a par with the rules of other exchanges in developed markets and this should serve to attract more international investors …... (and) afford greater protection to shareholders.” (KLSE, 2001b, [online], accessed 15 March 2001) [emphasis added].

Furthermore, the Malaysian Securities Commission (SC) argued that there was a need to place significant emphasis on improving corporate governance because globalisation results in increased competition for capital, and investors are factoring corporate governance in their investment decisions (see SC, 1999).  For example, following the crisis, CalPERS, the largest United States public pension fund and the third largest in the world, drew up a set of global governance principles and has since tried to ensure that its investments committed to Asia are not invested in companies that lack good governance practices.  In February 2002, it announced its intension to withhold new investment in several emerging markets (including Thailand, Russia, Malaysia and Indonesia) after a review that looked at corporate governance issues such as transparency and shareholder rights in the region.  In particular, CalPERS’s president, William Crist, claimed that corporate governance reforms in Indonesia and Malaysia still lagged behind after other South East Asian emerging markets (Edge Daily, September 10, 2002). 
The newly appointed National Economic Action Council’s (NEAC) executive director, Dato’ Mustapa Mohamed (Mohamed, 2002) also proclaimed that corporate governance must not be neglected in an increasingly internationalised economy and that enhancing “corporate governance is an important agenda in any nation’s development strategy” (para.3).  He argued that for Malaysia to sustain economic competitiveness, apart from sound macroeconomic fundamentals and attractive fiscal incentives, ‘good’ (or improved) corporate governance and effective control systems must be in place to improve and maintain investor confidence thereby drawing investments which will grow the country’s economy:  

“Any country hoping to attract investors and investments around the world must demonstrate that its corporate culture and governance practices are in line with global best practices as investors unfamiliar with local business conditions seek to be assured and comforted with their interests are sufficiently safeguard” [emphasis added] (Mohamed, 2002, para.35). 

Due to the need to attract foreign investment to sustain economic growth for the country, pressures from foreign investors and international organisations such as the World Bank and the IMF (as noted earlier) to improve corporate governance could be seen as a major factor behind the corporate governance reforms in Malaysia.  The question here is that if corporate governance was not a criterion to investors in making their decisions to invest in Malaysia before the crisis, why it became an issue after the crisis?

On the other hand, it could be that improving corporate governance or adopting good practices of corporate governance in Malaysia was being used as a measure to enhance shareholder protection, in particular the minority shareholders (see HLFC, 1999).  Mitton (2002) found that a higher level of transparency and disclosure had offered some shareholder protection in East Asian countries during the Asian crisis and argued that a higher firm value would be achieved by consistently practising good corporate governance.  Besides that, Fan and Wong (2001), using a sample of firms from eight East Asian economies, found that external independent auditors in East Asian countries do have a corporate governance role where they could be employed as monitors and as bonding mechanisms to alleviate the agency conflicts between controlling shareholders and minority shareholders (as opposed to the conventional principal-agent problems between managers and shareholders).  This implies that corporate governance reforms in Malaysia could contribute to improved minority shareholder protection in the generally concentrated Malaysian businesses.

Traditionally, principles of good corporate governance would not be a concern to family-run or owner-managed companies, as characterised by many Malaysian firms.  Recent development suggests that corporate governance now could play a part in family-run businesses.  As Zafft (2002) argued, family-run firms need corporate governance both to operate the business and to promote business harmony.  He noted that the greatest challenge for family businesses is management succession as it is difficult to keep a business going across generations.  Failure in sustaining the family businesses might be due to jealousies that emerge as some family employees rise higher than others or work less hard for the same pay, and supervisors find themselves incapable of firing an under-performing subordinate who is related to them.  Family-run businesses should therefore put in place decision making and monitoring procedures that are open and fair, as well as possibly hiring non-family members as advisors, managers and directors.  He concluded that:  

“Family-run businesses can represent the work – and the wealth – of several generations.  If business owners want to preserve, enlarge and pass on this legacy, they need to make corporate governance a family affair” (p.19).

The problem here is that the Malaysian corporate management traditions (consisting of concentrated ownership), to a certain extent, had certainly contributed to the pre-crisis economic success for the past decades, yet these traditions came into question following the crisis.  There is a need for further investigation of the issue that whether corporate governance would play a role in the Malaysian family businesses – an issue that will be examined later in this paper. 

Additionally, it is worth noting that there are many problems such as water shortages, indiscriminate dumping of rubbish and toxic wastes, brazen open burning, air and river pollution in the country (see Friends of the Earth, 1996; Star, February 18, 2003a; Star, March 27, 2003b; Ariff, 2004), and yet so few owners or managers have been made accountable.  Hardly anyone resigned for mismanagement; very few were dismissed or reprimanded for delinquency and worst of all, some of those who fail in business got rescued (such as the managers of the UEM and Renong – see Shameen, 1998).  If the drive to improve corporate governance in Malaysia was mainly to attract and improve investor confidence rather than any radical reform to resolve the problems of transparency, corporate accountability and social responsibility, it could be argued that sustainable economic development will not be achieved.    
Generally, the fact that Malaysia achieved continuous high growth for nearly a decade, being named as one of the ‘tiger economies’ and apparently very successful in economic terms before the crisis, raises some issues on whether reforming corporate governance is an appropriate solution to the crisis.  First, the question on the global claim that corporate governance in Malaysia was fundamentally flawed has not been explored thoroughly.  The question is whether standards of corporate governance in Malaysia were really so poor or there was a misunderstanding by foreign governments and companies about business standards in Malaysia?  For instance, the then chairman of the MASB, Raja Datuk Arshad Raja Tun Uda, stated that many foreigners still believe that the Malaysian GAAP was not based on the IAS.  He argued that Malaysia should make an effort to market itself on its corporate governance framework if it wanted the world to know of its strength: 

“The problem with Malaysia is that we do not sell ourselves well enough despite of having all the corporate governance, accounting standards and corporate reporting framework as the outside world still does not know what we have” (quoted in Yeow, 2002, [online], accessed 29 October 2002).  

This raises another issue that, perhaps good fundamentals and policies were not enough if people cannot see it, implying that transparency is essential – however, this is contradicting by the fact that investors invest heavily in the country pre-crisis.  

The Malaysia’s Initiatives in Promoting Corporate Governance 

Since early 1998, the authorities initiated several schemes to boost market confidence, including the formation of the High Level Finance Committee on Corporate Governance (HLFC)
 and the Malaysian Institute of Corporate Governance (MICG)
 to assess the robustness of the country’s efforts in reforming corporate governance and to promote high standards of corporate governance towards coping with the rapid changing capital market environment.  Specific functions of the Malaysian SC and the Malaysian stock exchange
 were more clearly outlined, and policies were adopted to enhance financial disclosure and corporate governance practices.  In November 1998, the country partnered with the World Bank and the Asian Development Bank (ADB) led the Asia-Pacific Economic Cooperation (APEC) forum to examine ways to improve corporate governance.  
In February 1999, the HLFC issued the Report on Corporate Governance (HLFC, 1999) which laid the groundwork for the drafting of the Malaysian Code on Corporate Governance (HLFC, 2000).  The Report provided a definition of the term corporate governance supposedly adapted for the Malaysian context but one that bore many similarities to definitions provided by the OECD and other international bodies: 

“Corporate governance is the process and structure used to direct and manage the business and affairs of the company towards enhancing business prosperity and corporate accountability with the ultimate objective of realising long term shareholder value, whilst taking into account the interests of other stakeholders” (HLFC, 1999, p.52).  

The Code (HLFC, 2000) was expressed as an initiative of the private sector to “lead a review and to establish reforms of standards of corporate governance” (p.1).  It advocated for “self-regulation” though the “recommendations set out in the Code are premised on a prescriptive approach to corporate governance” (p.5).  The Code set out principles and best practices for good governance, made recommendations to strengthen the overall regulatory framework for public listed companies (PLCs) and to enhance inspections, and introduced training and education for corporate participants in the country to prepare them for the implementation of the recommendations. The recommendations covered duties, obligations, rights and liabilities of corporate directors, officers and controlling shareholders, as well as various measures to protect the rights and financial stakes of minority shareholders.  The Code also reinforced the role of auditors and audit committee.  
Although all of the recommendations are not legally binding and compliance is voluntary, the Code was made a provision of the Malaysian stock exchange’s listing requirements whereby companies with financial year-ends after June 2001 should declare the extent to which they have complied with the Code and explain any circumstances justifying departure from the best practices (HLFC, 1999).  As a consequence, the Malaysian stock exchange amended its listing requirements requiring all listed companies’ annual reports to include, inter alia, the Statement of Corporate Governance (a narrative account of how they applied the principles of the Code to their structures and processes and the extent to which they have complied with it) and a statement of the state of internal control, and disclosures of remuneration to the executive directors and details of directors seeking re-election at Annual General Meetings (AGMs).  The revamped listing requirements also restricted the number of directorships held by any individual to no more than ten directorships in PLCs and no more than fifteen in non-PLCs, and required directors of PLCs to attend compulsory training programmes (a mandatory accreditation of directors) covering matters such as directors’ legal rights and responsibilities, operation of the board of directors, investor relations, risk management and internal controls, and the Code (KLSE, 2001a). 
In addition to the Code and its provisions, amendments to existing legislation as well as new regulations have been implemented.  The powers of the Malaysian stock exchange were strengthened through amendments to the Securities Industry Act (SIA) 1983, such that it may now take action against directors and any person involved with its listing requirements instead of being confined to the listed company.  Moreover, the Malaysian Securities Commission (SC) has the power to apply to court for disqualification of a chief executive or director where he/she has been convicted of offences under securities laws or has had an action taken against him/her for breach of listing rules or civil action for breach of the insider trading or market manipulation provisions.  The Malaysian stock exchange Listing Requirements were also amended to strengthen provisions on related party transactions (KLSE, 2001a; BMSB, 2005a and BMSB, 2005b).  The changes widen the scope on the range of related party transactions, expanded the disclosure requirements and the prohibitions on directors, substantial shareholders as well as persons related to them, and required the appointment of an independent advisor to advise shareholders (in particular the minorities) on such transactions.  To promote transparency, the Malaysian stock exchange required all PLCs to file financial statements for public release on a quarterly basis (KLSE, 2001a). 
Research method

The primary aim of this study is to analyse the development of corporate governance in Malaysia following the 1997/1998 financial crisis.  The research seeks to understand why corporate governance reforms were promoted as a solution to the crisis, and how the call for such reforms (locally and internationally) affected Malaysian companies.  Therefore, a more open-ended approach is necessary to gain data that provides more of an in-depth insight into the research inquiry.  Accordingly, the research was conducted using a mix of qualitative research methods, namely, documentary analysis and semi-structured interviews.  The reason to use semi-structured interview as the data collection method was that it imposes some structure on the interview situation and will therefore assist in framing subsequent analysis.  It also allows specific key issues and questions (although these are slightly varied from interview to interview) to be discussed in an open-ended manner with the intention to invite informants to participate in a dialogue.  It is less restrictive and prescriptive compared to structured interview while it permits the flexibility of adjustments to be made and further development of the lines of enquiry during the interview itself (Saunders et al., 2000).  Moreover, semi-structured interview has the potential to elicit in-depth information that is generally difficult to obtain through other approaches (such as questionnaire survey) especially when the subject matter is regarded as complex, confidential or sensitive – corporate governance is a multi-dimensional concept that touches on very complex and overarching economic, political and social issues and the topic is regarded as rather commercially and politically sensitive in Malaysia.  
This study relies on the experiences of nineteen corporate practitioners (from a range of job responsibilities at three banks and five public listed companies) gathered from a series of interviews held with them during the summers of 2001 and 2002 (see Appendix 1 for the roles of interviewees at their companies and the notation used in the paper to represent their views).  This research had been designed to interview a number of senior managers who work in a same company/industry that represents a particular kind of scenario (i.e. financial sector, family-owned business, long-established reputable company, company with considerable amount of international trading, and a company severely affected by the crisis).  The main reason of selecting a number of companies in collecting interview data was that the focus on a few examples with specific background allows the subtleties and intricacies of corporate governance issues and the complex situations in Malaysia to be dealt with.  There was no attempt at formal sampling; a participant/informant was distinguished by a combination of personal contact, networking and willingness to take part in the research.  
Findings
A number of themes emerged among the nineteen interviewees with regards to the corporate governance reforms taken place in Malaysia following the crisis and they are, to much extent, inter-related. 

Professional Management

A number of interviewees indicated that they truly supported corporate governance reform in their companies (and the Malaysian corporate sector in general) based on their perceptions that corporate governance ensures that their companies have a “better boss” [FF-6] and a team of “better” [LD-2] and “more professional” [FB-2] managers and directors in running the businesses.  Besides that, it also promotes “good corporate management” [CE-2], and “the practice of good ethical behaviour” [AB-1] with “no self-interest” [PA-1] on the part of the management.  Conversations on this matter were linked to the presence of many “unprofessional … (and) (ir)responsible” [FB-2] corporate directors and senior managers who were “very greedy” [SB-1, FC-3, LD-2] and emphasised “too much pure self-interest” [AB-1], and the lack of “integrity and honesty” [AB-1] among them.  For example, Case B’s finance director noted that many individuals took up the job as a company director “because of the directors’ fees … (and) they say yes to all” [FB-2] issues raised at board meetings.  He also pointed out that many directors did not “even know and understand company law while they were supposed to be responsible” [FB-2].  It was argued that corporate governance “is designed to address these issues” [FB-2] and “forces directors to be more aware of their responsibilities” [LB-1].  This point of view was also being expressed by Case A’s internal auditor, Case B’s non-executive director, Case E’s chief executive director, and Case F’s internal auditor.    

At a more precise level, some interviewees talked about the ineffectiveness of pre-crisis recommended corporate governance practices such as non-executive independent directors, audit committee and independent auditors.  Case A’s business manager claimed that: 

“(Non-executive independent directors) are all cronies.  They are there to fill up the post or the board … they might look independent in appearance, but I don’t think they are behind the scenes.  They d(id)n’t play an effective oversight role as they should have” [PA-2].  

Also the corporate planning manager of Case E openly pointed out that:

“Before the crisis, it was not necessarily the case that having an audit committee means that our internal controls are assured to an acceptable level because it existed in form but not substance” [PE-5].

Likewise, Case B’s finance director asserted that the audit committee failed to execute their tasks effectively simply because they had not been independent from his company’s executive directors and management:   

“The (audit) committee members were not independent. They took up the job because they were asked by their friends, therefore it was not effective” [FB-2].

Furthermore, the roles of auditing were restricted because “company’s internal and external auditors have limited opportunities to voice or raise issues” [SB-1], and commonly: 

“There are always some (level of) connections (between the company’s management and auditor).  (The external auditors) tend to cover their businesses and have to give in and follow the company’s or directors’ views.  It is all self-interest” [FF-6].

The above interviewees also commented that the absence of independent directors, impartial audit committees and independent auditors resulted in failures in overseeing and disciplining corporate misbehaviours, which had to some degree led their companies into distress and generally the downfall of many companies during and after the crisis.  They stressed that the recent corporate governance reform will assist in addressing these problems, for instance, it was claimed that the corporate governance reform ensures “the audit committee is independent of the board of directors … (and) an independent audit committee is very important … to address the issue of mismanagement” [FB-2].

Playing a role in promoting professional corporate management, along with enhanced transparency and corporate disclosure, it was agreed among many interviewees that corporate governance is “a deterrent to top management and directors mismanagements” [PA-2] and can “reduce the chances of malpractices and abuses of power from happening” because it is the instrument to check and capture “those hanky-panky things … such as siphoning of money” [FB-2, PD-4].

The continuing existence of many corporate abuses and exploitations, and the importance of corporate governance reform to resolve these problems in Malaysia were generally brought into discussion in association with the subject of (widespread) family and concentrated ownership in the Malaysian corporate sector.  It was claimed by a number of interviewees that the highly inter-related and concentrated ownership corporate shareholding structure, together with the significant dominance and participation of major shareholder(s) in management in many Malaysian companies allowed some of them to pursue self-interest and questionable financial practices.  

“Most Malaysian companies are dominated by one person – the main shareholder – where this person dictates and commands what should be done.  That’s the main problem that is always here” [SB-1].

“Most companies in Malaysia are family-controlled with the family members (being) the major shareholders (who) always sit on the board as the managing director or chairman ... (They) abuse their powers for their personal interests like the chairman’s personal expenses are always charged to the company … (Besides) their objectives were different from the management most of the time, and they override the management’s decisions that are inconsistent with theirs …  the management team being the salaried staff, they have to obey” [PE-5].
Stressing the importance of the recent corporate governance reform, Case D’s corporate planning manager stated that effective corporate governance makes sure that “no one is taking control of the company and being able to manipulate company activities in pursuing their own interests” [PD-4].  In other words, and in the context of both Case D and the Malaysian corporate sector generally, corporate governance is crucial in preventing controlling shareholder(s) from engaging in activities that are illegitimate or detrimental to other shareholders or outsiders (especially the minorities) or other stakeholders.  Although most interviewees were positive about the roles corporate governance can play in their companies in terms of limiting “owners’ ability to ‘milk’ the company to enrich themselves” [FD-4], they expressed reservations about its effectiveness.  

“The major shareholder always has the control at all levels and is the ultimate decision maker.  At the end of the day, audit committee members will be threatened if they were not to follow his views.  He will tell them that ‘you take it or not, if not, I will give it someone else’ – the same applies to the external auditor” [PE-5].

“Independent directors are important to check upon these (family-based owner) directors who make all the decisions all the time.  Well, it will not necessarily work well because they are friends (with each other)” [FB-2].   

This suggests that the mindset of controlling owner-managers is a key to the success of any change and improvement in corporate governance as it is this group who will largely determine whether the change is substantive or in form alone.

 A (Foreign) Investor Relations Tool

Although interviewees claimed that their (and other Malaysian) companies will not voluntarily make the required corporate governance changes, the idea that shareholders’ and investors’ expectations of corporate governance practices need to be met in order to maintain easier and cheaper access to capital was brought up by Case C’s finance director.  He emphasised that failure to implement good corporate governance has a cost beyond regulatory problems and indicated that companies without good governance practices and procedures can pay a (governance) risk premium when competing for scarce capital in the markets.

“If investors were rational, for a company with better corporate governance, good track record and prudent in decision making as with ours, risk premium will be lower and thus cost of raising capital should improve” [FC-3].

The lack of adequate corporate governance procedures, arising from inadequate timely accurate disclosure of information, leading to the erosion and lost of (foreign) investors’ confidence due to the failure of meeting their expectations following the 1997/1998 crisis was raised by other interviewees, for example, 

“Foreign investors, sad to say, sa(id) that we have not had enough awareness of corporate governance issues … (and) they ha(d) became very reluctant to invest in us” [FF-6].

“A lot of foreign investors from the West … keep on questioning our corporate governance ... saying that we are not transparent” [FB-2].

“Foreign investors demand corporate governance change (after the crisis) ... they sa(id) that we don’t have good corporate governance, therefore they pulled out their investments … (then) the local investors followed” [FF-7].

It can be observed that most interviewees felt that meeting foreign investors’ demands and pressures to improve corporate governance so as to revive and maintain their confidence was paramount due to their influences on the country’s stock market which had significantly affected share prices following the crisis.  This knock-on effect had led the interviewees’ companies to take steps to improve their corporate governance practices to some extent, or at least, reaching the point where they were perceived to have done so.

This issue was discussed and related directly to the importance of corporate governance in restoring and maintaining shareholders’ and investors’ confidence after the crisis.  Case D’s finance director noted that corporate governance is “very critical” [FD-4] to his company’s “survival” [FD-4] because it helps in recovering shareholders’ and investors’ confidence.  Expressing it in the same way, Case A’s senior corporate planning manager stressed the importance of corporate governance to all financial institutions in “win(ning) the confidence of investors” [PA-1].  In addition, Case B’s finance director specified that corporate governance reform in terms of improving transparency and information disclosure is crucial in rebuilding and boosting the confidence of his company’s shareholders and potential investors.

“Corporate governance is very much about bringing back and giving more confidence to our shareholders and investors” [FB-2]

This view was echoed by his colleague who added that the corporate governance changes made by his company were essential to “improve the confidence” [LB-1, FF-7] of investors.  

Besides serving a purpose of reviving lost confidence, many interviewees commented on the significance of corporate governance in attracting both domestic and foreign investors.  The internal auditor of Case E remarked that “when we have corporate governance in our company, (investors) will have more confidence in us and therefore be more willing to invest in our company” [FE-5].  In similar vein, Case C’s executive director pointed out that:    

“Good governance provides a good future for us because it enables us to attract long-term external sources of funds by ensuring more confidence from shareholders and investors, both local and foreign” [CC-1].  

Similarly, Case B’s finance director put forward the view that “we want to attract investors; therefore we must show them that we are disclosing everything to them and not hiding anything” [FB-2].

All interviewees except Case B’s company secretary mentioned that compliance with corporate governance codes of best practice is important to their companies in securing a “better reputation” [FA-1, AB-1, CC-1, LD-2, PD-4, FE-5, FF-6] or “better corporate rating” [FC-3] to “attract more investors” [PA-2, FC-3, FF-7].  Case B’s legal officer also argued that “companies with full compliance stated in their corporate governance statements will be regarded as good companies” [LB-1] and therefore it was essential for Case B to have the corporate governance changes “so that we will be able to sell ourselves better” [LB-1].  

Sitting uncomfortably with the development of corporate governance in the country where many companies “unethically” [PA-1] strive to be seen to have good corporate governance in order to attract investors, Case A’s senior corporate planning manager voiced his concern that corporate governance “has turned into a sort of business” [PA-1].  He further illustrated an event that happened in the Malaysian corporate sector (at the time of the interview) where “some companies financed or provided businesses to some magazine publishers, which produce rankings of companies’ corporate governance practices, to make sure that they are being ranked highly” [PA-1].  This suggests that companies recognise the benefits of being seen to be practising good corporate governance; whilst, arguably, genuine changes were still being avoided.  

Performance Improvement

The case of whether corporate governance will improve corporate performances was raised by some interviewees when they were asked about the benefits corporate governance will bring to their companies.  A large number of interviewees argued that corporate governance is “absolutely vital” [AB-1] to their (and any) companies because “with good governance … profits will definitely be improved” [AB-1], and “if we don’t enforce it, it will hit our bottom line” [PA-2].  Speaking out cynically about existing corporate governance practices, whilst believing in the potential benefits corporate governance, in terms of enhanced transparency, could bring to her company, Case B’s company secretary noted that:

“If truly practised corporate governance, with proper disclosure and transparency in decision-making compared to the current system of personal self-interests, was in place, it should improve profits” [SB-1].

Similarly, the internal auditor of Case F explained that:  

“Indirectly, corporate governance would improve profit and performance.  For example, with more disclosures and being more transparent, related-party transactions and dishonesties among top management will be limited” [FF-6].

In linking the performance-enhancing role of corporate governance directly with risk management, interviewees from the banking industry and Case E emphasised the importance for their companies of managing all risks involved appropriately.  A typical comment was:

“Corporate governance will indirectly help in improving profits because with good internal control and risk management, it will reduce the costs of un-managed risks” [FE-5].

Deeper discussions on this issue revealed their (and many other Malaysian) companies’ attitudes towards risk and the state (or rather the lack) of risk management before and during the crisis.  For example, it was pointed out that companies were “too risk-taking” [PE-5, SD-2] with a “gambling attitude” [PE-5, LB-1] before the crisis.  It was also noted that many companies “were over-geared” [CE-2, CC-1], “not prudent enough and too eager for money” [CC-1] where they “grew by extensive borrowings” [PE-5, PD-4] and were “too diversified into areas in which we have little expertise and are therefore overly exposed to operational risks” [FD-4, PD-4, SD-2] and more importantly “the risks attached to all (these) were not assessed and managed accordingly” [FE-5, PE-5].  Indeed, these companies were often regarded as “entrepreneurs during the boom” [PE-5] for their high (and excessive) risk taking approach in search for higher returns.  Remarkably, it was highlighted that “corporate governance and risks were never in our (corporate and banking) culture” [PE-5, PA-2] prior to the crisis.  

The above evidence implies that recent corporate governance reforms may play a role (directly or indirectly) in strengthening the performance of the participants’ companies.  However, Case F’s assistant finance manager indicated that “good corporate governance does not translate into good profit.  It is not to ensure profitability for us” [FF-7].  In the similar vein, whilst claiming that there may be some indirect associations between corporate governance and profitability to their companies, Case B’s finance director and Case E’s corporate planning manager specified that “there is no direct linkage between corporate governance and profit” [FB-2, PE-5].  Case C’s interviewees also were uncertain about the significance and advantages the corporate governance reform will bring to their company in performance terms, stating that “some changes (in corporate governance) have taken place since (the reform); hopefully there will be some benefits” [CC-1].  

Discussion and conclusions

The recent worldwide initiatives to improve corporate governance and to move on from financial failure(s) appear to be ‘quick and easy’ fixes – image management devices rather than serious attempts to consider the contextual appropriateness of such reforms.  Evidence gathered from this research indicated that Malaysian companies and the country in general had strived to reform corporate governance as a response to negative publicity and criticism from the international community in the aftermath of the 1997/1998 Asian crisis.  This phenomenon was also noted by Clark et al. (2005)’s study on the case of Royal Ahold.  They found that due to the dramatic loss of international investor confidence following the crisis at Ahold, the company’s management had responded quickly by improving transparency and governance standards consistent with the expectations of global investors.

Further, the Malaysian corporate governance reforms appear to be a direct attempt to please an even more limited set of stakeholders than ‘company shareholders’ – namely, foreign investors.  For example, the Malaysian corporate governance code of best practice was introduced in recognition of the crucial role that enhanced standards of corporate governance can play in boosting international investor confidence (HLFC, 1999).  Significantly, empirical evidence presented above indicated that foreign investors are certainly one of the main forces driving corporate governance reforms in Malaysia.  However, the issue of whether the reforms should favour shareholders/investors or minority shareholders and other stakeholders has not yet been clearly raised.
During and after the crisis, those who were badly affected and suffered the most were the minority shareholders and other stakeholders such as employees, creditors, suppliers and society (especially the poor) rather than large shareholders.  Should the former therefore be given more protection compared to the latter?  The corporate governance reforms undertaken have noticeably not given sufficient attention to protecting minority shareholders and other stakeholders (see HLFC, 1999).  It appears therefore that the newly emerging corporate governance philosophy of Malaysian enterprises will not fully promote public accountability, social responsibility or any strong commitment to good corporate citizenship and truly sustainable growth.  Implementing the ‘new’ (Anglo-American) corporate governance practices that privileges (foreign) shareholder accountability, rather than focusing on corporate social responsibilities, might, therefore, ultimately end up being quite damaging to Malaysia.  Indeed, an over-reliance on foreign investors and attracting foreign investment might create risks of another crisis when foreigners discontinue their investments in response to perceived excess volatility or risk in the future (see Peretz, 1997 and Mohamad, 2002).
The role of corporate governance reforms in sustaining Malaysia’s competitiveness in terms of attracting foreign investment does not seem to have been achieved.  Five years after the national promotion of corporate governance, the foreign direct investment (FDI) in Malaysia had not returned to its pre-crisis level.  In 1997, the net FDI as a percentage of gross domestic product (GDP) in Malaysia was more than 30%, a figure that has constantly decreased over the years since the crisis to one of just 7% in 2003 (ADB, 2004).  This implies that the corporate governance reforms have not been sufficient for Malaysia to improve its attractiveness to foreign investors, as opposed to the belief advocated extensively by the international community especially intergovernmental organisations such as the World Bank, IMF and OECD.  
Besides that, after two years of corporate governance reform and a GDP growth of 8.3% in 2000 (ADB, 2003), Malaysia, as suggested by a few interviewees, looked to have rebounded from the 1997/1998 economic crisis.  However, GDP growth slowed sharply and fell to 0.3% in 2001 (ADB, 2004).  Given the highly open and trade dependent nature of the Malaysian economy, the timing of a rebound will undoubtedly depend on global growth and development.  Up till 2003, growth rates remain in the range of 4-5% and were predicted to stay at this level until 2005 (ADB, 2004).  This is arguably indicative of the limited degree of effectiveness and appropriateness of the new (Anglo-American) corporate governance systems adopted as a solution to the Malaysian financial crisis.
If ‘checks and balances’ are at the heart of governance, history tells us that it is above all the government that ought to be checked and balanced in the first place, and yet to assume a government is able to nurture good governance is indeed contradictory.  Political will is crucial to the whole process of developing generally accepted standards of business practices, ethics and integrity.  Its absence could mean that undesirable business behaviour is tolerated as a business or cultural norm.  As noted earlier, political nepotism, cronyism and corruption are rather widespread in Malaysia where political leaders are constantly able to manoeuvre and transfer corporate assets into the hands of their allies.  The regulatory institutions, which could have the capacity to perform effectively and independently, are used as tools by powerful politicians for their own vested interests and to ensure that the regulatory bodies do not act against favoured businessmen.  For corporate governance reforms to be effectively implemented in Malaysia, policies to limit or eliminate the power and influence of bureaucrats and dominant owner-managers/top management in businesses, together with policies to ensure regulator independence are still much needed.  However, in Malaysia (and many other East Asian countries), harnessing government power is beyond the imagination of the populace.
Hitherto, the promotion of corporate governance reform in Malaysia has not been providing solutions and targeting the specific local problems in the country.  It is important to diagnose the root cause of a particular problem, rather than engage in an exercise of ‘quick and easy’ image fix.  Globalisation and the apparently growing global reach of Anglo-American corporate governance regimes have certainly played a central part in pushing the approach adopted by Malaysia, to the extent that, the Malaysian authorities and institutions established to ensure sound corporate governance feel obliged to align Malaysian corporate governance standards with the widely accepted (Anglo-American) standards without seriously considering the economic and social consequences that the approach can have.  This research highlights the need for a different approach to corporate governance reform if the processes adopted are to be applicable and suitable for Malaysia.
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Appendix 1: The roles of the interviewees

	Organisations
	Role of Interviewee

	Notation
	CEO/ED
	FD
	LO
	S
	CP/RM
	AC

	Case A
The banking industry
	
	FA-1

(Internal auditor)
	
	
	PA-1

(Senior corporate planning manager)
	

	
	
	
	
	
	PA-2

(Business manager)
	

	Case B
Family-owned insurance company
	
	FB-2

(Chief financial officer)
	LB-1

(Legal officer)
	SB-1

(Company secretary)
	
	AB-1

(Non-executive director & Audit committee chairman)

	Case C
Reputable long established family business
	CC-1

(Executive director)
	FC-3

(Director of finance)
	
	
	PC-3

(Corporate development manager)
	

	Case D
Family-owned construction company
	
	FD-4

(Finance director)
	LD-2

(Legal manager)
	SD-2

(Company secretary)
	PD-4

(Corporate development manager)
	

	Case E
A company with considerable amount of international trading
	CE-2

(Chief executive officer)
	FE-5

(Internal auditor)
	
	
	PE-5

(Corporate planning manager)
	

	Case F
One of the companies worst affected by the 1997/1998 crisis
	
	FF-6

(Internal auditor)
	
	
	
	

	
	
	FF-7

(Assistant finance manager)
	
	
	
	


� These interviews took place during 2001 and 2002, shortly after the corporate governance reforms were introduced in 2000. 


� 	Translation of the term ‘Bumiputra’ from Malay language into English, means ‘sons of the soil’ or the indigenous people. In Malaysia, Bumiputras are entitled to preferential treatment in many aspects, e.g. education, business opportunities, and so on.


� 	The privatisation of HICOM was highly criticised.  For example, the then opposition Democratic Action Party (DAP) leader, Lim Guan Eng, stated that, “this is a good example of cronyism” (quoted in Poh, 1995).  Furthermore, an UMNO member grumbled, “when the idea was hatched in a private plane over Myanmar, the 32% (in HICOM) was intended to be sold to a consortium made up of protégés of (the then UMNO treasurer) Daim Zainuddin” (quoted in Poh, 1995).


� 	The NEAC was established in January 1998 as a consultative body to deal with urgent matters in tackling the 1997/1998 crisis in Malaysia.  The body has played a major part in providing strategies to address the economic downturn, including the establishment of Danaharta (as an asset management company to eliminate non-performing loans (NPLs) from the banking industry by acquiring and managing NPLs), and the launching of National Economics Recovery Plan (NERP) which put forward six strategic areas for action to resolve problems faced during the crisis.        


� 	The HLFC was a partnership effort between the government and the private sector to enhance the standards of corporate governance in Malaysia.


� 	The founder members of the MICG were the Federation of Public Listed Companies (FPLC), Malaysian Institute of Directors (MID), Malaysian Institute of Accountants (MIA), Malaysian Association of The Institute of Chartered Secretaries and Administrators (MAICSA) and Malaysian Institute of Certified Public Accountants (MICPA).


� 	The Malaysian stock exchange has changed its name from Kuala Lumpur Stock Exchange (KLSE) to Bursa Malaysia Berhad on 20 April 2004 (see Bursa Malaysia Berhad, 2004).  To avoid confusion, this thesis therefore does not use either of the names but to use the term ‘Malaysian stock exchange’ when the stock exchange is referred to.
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