EXECUTIVE SUMMARY

The 1997 Asian Economic Crisis had hit many countries hard. However,
many had reacted by taking recovery measures deemed to be the most suitable
in their local environments. In the effort of climbing up from the plunge, many
reforms and restructuring of various sectors in the economy at large have been
carried out.

The impact of the crisis has drawn attention the need for an inquiry into a
number of important issues in the areas of business and politics. Business-
government relations are one of the key strengths in determining the recovery
strength of a country after the financial crises. The nature and goals of the
relationships have influenced the pace of recovery of the East Asian countries.
This will very much be reflected in the policies undertaken by the governments to
prevent the economy from collapsing.

In view of the long existence of business-government relations in countries
of the East Asian region, there is a need to study the nature and importance of
the interaction between the government and the business sector. The role and
goals of government policies in economies will influence the way the economy
functions. To illustrate how does business-government relations influence the
pace of recovery after the financial crises and examine if the relationship is
positive to the countries, a comparative study on Malaysia and South Korea was
done.

Of both the countries, South Korea, which practices authoritarian political
system and made government assistance conditional on good export
performance, particularly in the Park Chung Hee era, has created many world-
class manufacturers that are competitive and more resilient to crises. However,
the financial crisis hit Korea hard. By accepting the economy package of the IMF
after the crisis, trade liberalization is implemented in the country, and as an
outcome, some firms were allowed to fail instead of being bailed out by the
government. Despite this, many survived and are doing well in the international
market, such as Kia.



Malaysia, which practices democracy system but takes a different
approach in terms of business-government relations, has companies nurtured by
the government but lacked the competitiveness in the international market. In
battling the financial crisis, the country has resorted to its own capital control
measures. Fiscal and monetary policies had to be loosened but politically well-
connected companies were still protected by the government, far from reaching
the level of world-class companies. However, this is not a long-term measure, as
these companies would soon be played out once they venture into the
international market.

To a very large extent, the pace of recovery after the crisis in both the
mentioned countries has close connection with the circumstances in the
countries resulting from the nature of business-government relations thus far.
Looking from the perspective of business-government relations, the findings of
this study suggest that the relationship need to be revised to ensure long-term
profitability to the financial system, corporate sector and the political structure. A
healthy and beneficial relationship should be forged and maintained to create a
win-win situation where both parties will benefit from the network.



