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Preface

Datuk Seri Dr Mahathir Mohamad has been Prime Minister of
Malaysia for 22 years. Bolstered by his long tenure in office and his
i itical crises, Mahathir's personality, ideas,
nated many different types of
politicians, academicians

/1o survive
and even ‘style’ have fas
‘Mahatflir watchers', including journali
and diplomats.

Among them circulates Mahathir's reputation for being contro-
versial, or even contradictory, in ways that exceed the inconsistencics
that are part of a veteran politician’s stock-in-trade. As a result,
Mahathir appears to be a bundle of opposites which are sometimes
amusing, at times alarming but frequently confusing. Reading many
Jjournali ic accounts of Mahathir, for example, one
may think Mahathir is dynamic in implementing his ideas and projects,
but quite possibly out of touch with economic reality. Observers who
have praised Mahathir for being a visionary leader scemingly capable
of peering deeply into the future were likely 10 have criticized him,
too, for being myopic about the present. And although Mahathir has
been prolific in his writing and unrestrained in speech, he can appear
to be enigmatic, forbiddingly difficult to comprehend and impossible
to predict.

These and other incongruities, which have been attached to
Mahathir, man and politician, may or may not withstand scrutiny.
Nevertheless they have helped to surround Mahathir with an aura
that makes him the centre, the subject, the prime mover, and, in
Malay, the dalang (puppetecr) of Malaysian politics.

In sclf-criticism, I should admit o having perhaps contributed to
such a perception of Mahathir. My earlier book, Paradoxes of Makathirism:
An Intellectual Biography of Mahathir Mohamad, while painting an
ideological portrait of Mahathir and approaching him as a man of
different personac and paradoxes, may have treated a large part of
Malaysian politics mercly as the canvas upon which Mahathir drew




Preface xi

his actions, initiative

and interventions, if not so when he was a young
man, then certainly by the time he was in power.

Of course, Mahathir was ‘always there’ in the politics of the
‘Mahathir cra’, and surely he took charge of difficult situations and
outwitted his rivals far better than his contemporaries. Yet many of
the most significant political events that took place during his term in
office lay outside Mahathir’s control, not least when he struggled to
manage their iated e ic develop and ing social
consequences. The limits to Mahathir’s writ were especially clear
during the period under consideration in this book, that is, the second
half of Mahathir's years in office when ‘Mahathirist politics’ lurched
from triumph to crisis and then to uncertainty.

At the crucial moment of the 1997 East Asian financial crisis, for
instance, the international money market did not lie within Mahathir’s
grasp. At another critical point, the Malaysian Reformasi defied his
domination. Presently, if one takes scriously the notion of a ‘sccond
Malay dilemma’, of which Mahathir warned when he announced in
June 2002 his intention to retire from active politics, then the future is
as unclear as ever. In short, these matters and other developments were
beyond Mahathir,

Beyond Mahathir is primarily an analysis of politics in Malaysia that
arose out of the ambiguous confluences of past social transformation
and future devel plans, of nationali bitions and global-
izing tendencies, and of the dictates of hegemony and the impulses
of recalcitrance. We now know that Mahathir sought to manage but
could not master those confl and their conflictual
Hence, what happened in Mahathir's final years in power bears
implications for Malaysian politics beyond his departure from office.

I commenced writing this book a month after Mahathir announced
his intention to retire. But I had thought of writing such a book when I
spent sabbatical leave from Universiti Sains Malaysia (USM), between
May 1999 and February 2000, as a Visiting Fellow at the Asia
Rescarch Centre (ARC), Murdoch University, Perth, Australia. I would
like to record here my gratitude to USM and the ARC respectively
for the sabbatical leave and the fellowship. I am indebted, moreover,
to Richard Robison, Cisca Spencer, Garry Rodan, Kanishka Jayasuriya
and Del Blakeway whose friendship, encouragement and interest in
my work made memorable my stay at the ARC.

During the past year, I was helped by many people. At the School
of Social Sciences, USM, Abdul Rahim Ibrahim was understanding
and supportive; Letchimi Devee, Rosni Yusoff and Zaiton Kassim




Preface xii
iministrative duties; and Wu Yoke Li and Kong Siew
Hee provided able arch assistance. At The Star Publications, Lec
Kam Hing, Ng Poh Tip, Asha Devi and the stafl of the library liberally
facilitated my access to newspaper records.

For some funding that was made available from the project,
Discourses and Practices of Democracy in Southeast Asia, 1 am grateful to
Sida/SAREC, Sweden. For their understanding and cooperation while
we worked together on that project, 1 wish to thank Wil Burghoorn,
Sven Cederroth and Joakim Ojendal of Goteborg University Center
for Asian Studies, Sweden.

In different but equally valued ways, Abdul Rahman Embong,
Chang Yi Tan, Chia Ling Eng, Chin Yee Whah, Hwa Mei Shen,
Khoo Khay Jin, Francis Loh Kok Wah, Maznah Mohamad, Ooi Guat
Kuan, P, Ramakrishnan and Yeap Jin Soo listened patiently to me, lent
me mafrials, answered my questions, and extended their hospitality
whenever [ had need of it. Cheah Boon Kheng, Low Swee Heong,
Mustafa Kamal Anuar, Tan Liok Ec and Toh Kin Woon cach read
the entire draft of this book and, with good cheer, offered valuable
suggestions for improving the manuscript. I wholeheartedly thank

lightened m

them all.

In the production of this book, Jomo K. S. gave unreserved support,
cntical comments and good advice, Foo Ah Hiang performed the
typesetting with admirable competence and forebearance, and Lim
Siang Jin generously provided the painting for the cover design.
Despite working under harried circumstances, Fong Chin Wei edited
the manuseript with skill and care, all the time displaying the sort of
perseverance and thoughtfulness only friendship allied to duty inspires.

As 1 was preparing the final version of the manuscript, my father
was dving of cancer. Sadly for both of us, he did not live to see the
book in print. But without the expert, devoted and compassionate
care given to him by Oo Loo Chan, Ruby Chong and Kevin Hew of
Mount Minam Hospital: Tan Kok Hin of Hospital Pantai Mutiara;
my mother, Lim Ah Paik; my sisters, Ai Choo, Ai Poh, Ai Wah and
Ai Boey, and my brother. Boo Hin: my wife, Pek Leng: and my
children, Teng Jian and Teng Niang, T would not have been able to
complete the manuscript

Penang
17 July 2003



To my mother, Lim Ak Paik,
and the memory of my father,
Kay Yeow (1926-2003)




From Paradoxes to Crises

It is characteristic of the Malays that having once placed their trust

and respect in a person they arc loath to revise their opinions even

under altered circumstances. Thus, it is no longer their convictions that
count but those of Dato Onn.

C. H. E. Det (1950) ‘New thoughts on nationality’,

Sunday Times, 9 April

There arc people who suggest that Malays be a little rude. This
suggestion has been well received. But why be a litde rude? Just be
downright rude. And so the views that it is unnecessary to feel obliged

to the benefactors gained acceptance.
Mahathir Mohamad, Speech at the UMNO General Assembly,
Kuala Lumpur, 11 May 2000

Twenty-two years ago, Dr Mahathir Mohamad became the fourth
Prime Minister of Malaysia. During his tenure, Mahathir oversaw
cconomic and social changes that transformed Malaysia into a very
different place from what it was in 1964, when he was elected Member
of Parliament for the constituency of Kota Star Sclatan, Kedah.
Mahathir was defeated in the general clection of 1969. Since 1974,
however, Mahathir has been returned regularly as Member of Parlia-
ment for Kubang Pasu; he was last elected in November 1999,

Of course, if we were to compare Malaysia today with its colonial
past in 1948, the social, economic and political changes it has under-
gone arc even more profound. It was in 1948 that the young Mahathir,
a student at the King Edward VII College of Medicine, began showing
his ability as an ideol Using the pscudonym of C.H.E. Det,
athir published the first of his reflections on Malay affairs and
Malayan politics in The Sunday Times. Since then, no Malay intellectual
or politician has written or spoken more extensively on what might
be regarded as the Malay social condition and its relation to the rest
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of Malaysian society and polity, or the ‘Malay dilemma’, as popularized
by Mahathir in 1970.

A Question of Legacy

A carcer as long as Mahathir’s, punctuated so often with controversy
and crisis, will attract reviews and assessments with his planned
retirement in October 2003, Many of these reviews, undoubtedly, will
attempt to compose balance sheets of Mahathir’s succe and fail-
ures, his qualitics and shortcomings, and, above all, try to record his
‘contributions to Malaysian society” for posterity.

It should be clarified at the outset that this book contains obser-
vations and commentaries, many of which cannot avoid being
judgemental of Mahathir, Strictly speaking, however, this book does
not egaluate Mahathir's career along the themes indicated above, One
reason for not doing so is provided by Mahathir himself who has
repeatedly indicated his indifference as to how he might be ‘judged
by history”. Only two years after becoming Prime Minister, for instance,
Mahathir noted, ‘It’s totally irrelevant to perpetuate onesell’ in histo
You can’t determine what kind of judgement history is going to pass
on you."! As to how he would like to be remembered, Mahathir said
quite simply, cighteen years later, 'l don’t care.” If the second state-
ment seems astonishing, coming as it did from Mahathir who has
consistently urged Malaysians to be conscious of history, it remains
one of those rare Mahathir pronouncements that may be accepted
almost at face value. In other words, Mahathir is so convinced of the
importance of his work and the correctness of his actions and views
that he is not concerned with how others may judge him.

There is a stronger justification for not reviewing Mahathir’s
‘legacy” here, at least not just yet. As soon as Mahathir announced his
plan to retire from office, the domes 1d international media gave
quick takes on his role in Malaysian history. Many of these ins
assessments of Mahathir were unhelpfully partisan. One of Mahathir's
advisers, for example, unhcsilmingly prm!uunud his ce 1o be the
greatest Malay leader of the past 500 years. In like tone, onc of the
aspirants to the highest levels of leadership in the United Malays
National Organization (UMNO), Mahathir’s party and the dominant
party of the ruling coalition in Mala swiftly declared that a leader
of Mahathir's calibre appeared only once i ium. At home
and abroad, journalists, columnists, scholars, and other commentators
rushed to affix Mahathir with such fc 1 Is as Bapa P
(Father of Development), modemizer, visionary, and ‘the man who sct




From Paradoxes to Crises 3

Malaysia on the world map’. Thus was Mahathir elevated, or, what
amounts to the same thing here, reduced to a stock character, an image
that could be conveniently imprinted onto the public imagination. Con-
versely, over the non-state-controlled information superhighway, some
of Mahathir's implacable opponents tarred him as the embodiment
of all that was wrong with Malaysian socicty.

In such a situation, where the choice is between unabashed adu-
lation or unrelieved damnation of Mahathir, cven ‘compromisc’, an
often used term in Malaysia’s cultural vocabulary and a presumed
virtue of its political system, may not bring about any balance, for it
can be just as distorting to seek the mean between someone's
glorification and vilification. A politician’s legacy is not set the day he
or she leaves office; its effects cannot be suddenly arrested and neatly
packaged. It may not be known for some time how these effects will
work themselves through socicty. A serious interpretation of a political
legacy and its consequences, morcover, cannot presume a settled and
unproblematic past. The interpretation must consider a present that
is very much in the making, as well as a future that none can ccurately
predict. This, however, is not cause for despair; rather it is a reason
for delimiting responsibility. Here, T would prefer to think that sub-
sequent historians, with the benefit of additional information, the
advantage of distance, and probably advances in social analyses, will
be better placed to deliver clearer and more enduring verdicts on
Mahathir's place in Malaysian history.

Malaysian society has been increasingly burdened with the assump-
tions, extensively propagated by the mass media, that only good comes
from its government and its lcaders, that what is bad is due to the
defects of its culture or the failings of its citizens. It seems necessary,
therefore, 1o examine the principal events of the final years of
Mahathir's premiership, during which most of the damage done to
social interests arose from the conduct of different elites or was inflicted
by domestic and international actors. In contrast, uncelebrated citizens
strove to retrieve what was promising about Malaysian society. In the
critical events of this period, Mahathir played a central role but others
intervened as well. Although neither Mahathir nor these other actors
could force events to develop at will or under conditions of their choice,
much happened during these final years of the ‘Mahathir era’ that was
momentous, disturbing or inspiring. Mahathir acknowledged as much
when he recounted that, although he had planned to retire in 1998,
he felt compelled to remain in office to cope with the instabilities and
threats of 1997-98 that had not been satisfactorily managed by Anwar




Beyond Mahathir 4

lorahun, who was then reganded as Mahathir's ‘unointed su
At the sune tme, several unexpected events oceurred that requi
re-exanunanon of the conduct of Malaysian politics, if not a redefi-
mton of the parameters of the Malaysian political system, Perhaps,
the latest unantipated development that has been wrought upon
Malassian political economy and society is Mahathir's recent and
forvetul caution that a “sevond Malay dilemma’ has arisen. It is a new
dilemma, he warned. that demands an urgent resolution to avoid
reverang the socio-economic progress of the past three decades of the
New Economue Policy (NEP) and National Development Policy (NDP).
When menvoning all this, | abo have in mind such crucial events
s the East Astan financal erisis” of July 1997, the Mahathir regime’s
resort o capual controls on | September 1998, the persecution of
Azwar Ibrahim beginning with his dismissal as Deputy Prime Minister
ol 2 Scptember 1998, the ferment of Reformas, the formation of the
Bansan Alternatif |Alternative Front), the results of the November
1999 general elecuon, the 11 September 2001 attacks on the World
Trade Center and the Pentagon, and, finally, Mahathir's announce-
ment on 22 June 2002 of his intended retirement. Each of these events
Brought mumediate and chaotic effects, while their cumulative, inter-
owimng and long-term impact will be tremendous, especially for a
maton and socety as small as Malaysia. Even if the consequences of
these events remain imperfectly understood for some time to come, we
sall require an mterpretation of the politics that emerged from the con-
werzence of these domestic and international events to understand the
curTent atuaton, and, indeed. the politics after Mahathir's departure.
The interpretation offered here begins where my previous book,
Pradezes of Mahathanom: An Intellectual Biography of Mahathir Mohamad,
left off. Published in 1995, Faadoxes of Mahathinsm sketched an ideo-
lopeal portran of Mahathir to examine a worldview that was framed
by bas core concerns. “Mahathirism’, 1 proposed, captured a relatively
enberent idenlogy that can be thematically constructed from Mahathir's
: c iism, Islam, populism and authoritarianism. 1 did
caution, however, that Mahathirism was laden with ten
comtradictions that, among other things, reflected the occ:
textaces routes by which Mahathir - as man, ideol and p
- engaged the central social and political issues of his time. Mahathir's
sasionalum, for wance, had, over the years, evolved from an carly
formn: of Malay nationalim, imbued with Social Darwinist insccurities,
t0 & mote mchusve Malaysian nationalism thar was motivated by
apreations of fmding a respectable place in the world for Malaysia.
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Mahathir's capitalism, o, underwent changes from its associations
with NEP's state interventionism to privatization favouring a new class
of Malay capitalists. Mahathir's Islam sought to instill a work ethic
necessary for 1 ion and industrialization but, behind the
values and institutions introduced by Mahathir's Islamization policy,
we can discern ‘the religiosity of the self-made man’. Populism, for
Mahathir, basically entailed knowing what ‘the people’ thought, felt
and needed, and expressing what was good for the litde guys’,
whether at home, or in the world at large. Yet, Mahathirist populism
was always only thinly separated from his authoritarianism. While
Mahathir tolerated democracy to a point, he consistently emphasized
the necessity, almost the mystique, of governing a nation according to
certain qualitics of good leadership. It was suggested that, during times
of economic and political stress, Mahathir's populism dissolved into
authoritarianism. Morcover, Paradoxes of Mahathirism approached
Mahathir as a series of personae bearing the influences of his youthful
experiences in his home state of Kedah and in Singapore, his family
background and his father’s ethos, and Mahathirs training and practice
s a doctor, The conclusion of Paradoxes of Mahathirism argued that
Wawasan 2020 (Vision 2020), with its accompaniments of Bangsa
Malaysia (Malaysian nationality) and Melayu Baru (New Malays), was
the mature ideological representation of a Mahathirist project that was
tentatively constructed during the C.H.E. Det days, elaborated in The
Malay Dilemma and The Challenge, and fully pursued (if modified for the
times) in the major cconomic policics of the prime minister.

Since the discussion of Mahathirism included an analysis of
Mahathir's policies and polit fter he came to power, Faradoxes of
Mahathinsm covered major political events that unfolded between 1981
and before the general clection of 1995, the year in which the book
appearcd. As an aid, Table 1.1 (pp. 6-7) gives a summary of these events.

The Politics of a Project

The present work, which can but need not necessarily be read
sequel to Paradoxes of Mahathinism, is not a mere extension of my carlier
book or another study in political ideology. The core of this book ay
be regarded as an examination of the politics of a Mahathirist pro-
[4 »-economic development. Conceptually, Mahathir’s
developmental programme can be regarded as a nationalist project
driven by capitalist impulses or a capitalist project imbued with
nationalist aspirations,

nme of soc;
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The project was capitabst in seve Historically, it built upon
ism left behind by a colonial state that
alternative implicit in the Communist
aya-led insurrection of 1948. Beginning in 1970 with the
Implr‘l‘ll(‘llmlk)ll of the NEP, much of the project was bound up with the
rise of Malay capital. Afier Mahathir began implementing his Malay-

a plmrul.u structure of mpu

sia Incorporated and pr

in the early 1980s, one of

the project’s priorities was the consolidation of a strategic alliance

between the state and domes

c capital

the latter being, in Mahathir's

Table 1.1 Political Events, Principal Outcomes and Significance, 1981-94

Yearis) | Pohacal eventfs) | Pancspal outcome

[ Major significance

1981

| Mahathir becomies
Prime Minister

Hussein Onn

Musa-Razaleigh
UMNO Deputy
President_contest

| Musa wins and
becormes Deputy

Commencement of
nfummm and
liber:

Indications of
UMNO's factionalism

Prime Minister

| Mahathir's new

of

1982 General election Ist Barisan
| Nasional victory economic policies
lrd by Mahathir

1033—34 C between C |

| exceutive power

UMNO and royalty
198+ ‘?nd Musa- Musa wins, Razaleigh | Deepening UMNO

Ram]ngh contest
]084—3 Malaysian Chinese 1

n Koon Swan

|Asscociarion crisis | becomes MCA
B B president
1984-86 ' Sabah crisis | Rise of Joseph

Pairin Kitingan and

loses finance ministry

factionalism

Culmination of
business and politics
MCA

Kadazandusun
| consciousness and

Parti Bersatu Sabah

1986 | February: Musa | Ghafar Baba
resigned as DPM

| Prime Minister

;s s ah | federal-state strains
Shafi Disaffection with
appointed Deputy | Mahathir's leadership

General election
. . (LGRS
1986-87 | Musa and
Razaleigh formed
Team B

challenge Team A

L\l\(} s and DAP's

| Team B prepares to

Mahathir remains in
power

Peak of UMNO's
factionalism
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Fable 1.1 {continued)

Yoars) | Pultical cents)

Principal outcome Major significance

1987 | UMNO clection | Team A’s narrow | Purge of Team B and
| victory . UMNO split
*Operation Mass arrests of
Laling' opponents
1988 | UMNO's Formation of Team B dissidents
deregistration as | UMNO Baru excluded
a party
Judicial crisis Impeachment of Mahathirist

1988-89 Several
by-clections:

mixed victories

1989 | Parti Semangat
| 46 formed

1990 | General election
|

1991 | Vision

UMNO clection;

Razaleigh leads

| agenda

Supreme Court judges| authoritarianism

Persistent dissent | Inconclusive tests of
against UMNO Baru | political strength

Basis of new coalitions
Team B in opposition | in opposition

[ Barisan Nasional's | Two-coalition systerm:

victory PAS’s return in
Kelantan
New Mahathirist | National Develop-
| mcm Policy

1993 Wawasan Team | Anwar becomes
Anwar ready o | victory Deputy Prime
enge Ghafir | Minister
1994 | Sabah election PBS’s narrow victory, | New federal-state

toppled by defections | relations

schema, a national capital offering a leading role o entreprenceurs from

the state-nurtured Bumiputera Commerci.

Malay (BCIC).

and Industrial Community

The project was nationalist in two meanings. It began under Malay

in class terms.
consolidate a Mala
lead the drive of V
was a social project
economy was indi

sts who used the NEP and the BCIC to recompose the Malay
s structure in ethnic terms, which meant recomposing Malay
By the early 19905, the project had helped to
an capitalist class who, Mahathir hoped, would
on 2020, That the developmental programme
and not the accidental outcome of a laissez faire
ated by the determined state interventionism of
¢ post-1970 regimes.




Beyond Mahathir 8

As the nationalist-capitalist or Mahathirist project was not mono-
lithic in its design, uncontested in its implementation, or inexorable
in its progress, it led to the various controversies and crises of the 19705
and the 1980s. Even so, the project had advanced along the policy
pathways of the NEP, privatization, Malaysia Inc., the NDP and Vision
2020 10 a scemingly clear triumph in 1995-96, only to be entangled
in the severe crisis of 1997-98, It is my contention that the implications
of this sudden reversal in the condition of the nationalist-capitalist
project provoked and shaped the politics of the final years of Maha-
thir’s premiership.

Table 1.2 (p. 9) summarizes the period of analysis and its most
significant political events. The analysis begins in Chapter 2 with the
Mahathirist project’s triumphalist phase from the promulgation of
Vision 2020 in 1991 to the eve of the July 1997 financial crisis. This
chapter explains the Mahathir regime’s hegemony over Malaysian
society, achieved as a result of the confluence of national economic
growth and what the World Bank called the *East Asian miracle’
Domestically, the victory of the ruling coalition. Barisan Nasional
(National Front), in the 1995 general election marked the summit of
that hegemonic achievement. Globally, the regime’s grandest ambitions
were articulated in the form of the Multimedia Super Corridor, whose
futuristic conception and bold promotion, rather than its subsequent
operational difficulties, signalled the Mahathir regume’s most self-
assured ever interface with the world. The regime’s exuberance (and
Mahathir's personal confidence) was anchored in the unprecedented
levels of material prosperity reached during this period. For the fing
time since independen 7. many Malaysians glowed in the pride
of being Malaysian. Parado: ically, this sense of national unity, which
had eluded the elites who headed the Alliance regimes unul 1969, and
the architects of the NEP, was attained under Mahathir, a politician
once adulated by the Malays tor being a *Malay nationalist’ and feared
by non-Malays as a “Malay ultra’.

However, the state’s comfortable interface with the world was
rudely unseuled as the speculative activides of the international money
market brought the collapse of the Thai baht in July 1997, wiggered
an Fast Asian financial melidown, and vearly derailed the Maha-
thivist project. In Malaysia, the melidown pitted the state against
the money market, cach blaming the other for the “loss of ivestor
confidence’ that depreciated the Malaysian g, croded the Kuala
Fapur Stock Exchange's market capitalization, and ended 4 decade
of gl growth. As the state-market contlice witenaified, the Mahathur




From Paradoxes to Crises

“Table 1.2 Political Events, Principal Outcomes and Significance, 1995-2002

Year(s) | Poltical event(s) Principal outcome Maor significance
1995 | General election | Barisan Nasional's | Dominance of Vision
triumph, DAP's defeat | 2020
1996 | Angkatan Razaleigh and PAS threatened in
Perpaduan Semangat 46 Kelantan

| Ummabh split
At

return to UMNO

1996 | UMNO clection | Mahathir and Anwar | Anwar regarded as
unchallenged “anointed successor’
1997 Depreciation, devalua- | State-market conflict,
tion, disinvestment and recession
1998 | I September: Capital controls and | Policies of rescue,
| capital controls ‘economic  shield® recapitalization,
| reflation
1998 | 2 Scptember: Beginning of Anwar calls for
Anwar's dismissal | Anwar's persccution | Reformast

1998-99 November 1998
April 1999:
Anwar's first trial
on charges of
corruption

Reformasi protests
amidst controversial
trial proceedings

Anwar convicted and
| sentenced to 6 years'
imprisonment

1999 Barisan Alternatif
contests
November
general clection

2000

ISA arrests of
Keadilan leaders
and alleged KMM
members; DAP-
PAS differences;
September 117

2001

2% Anwar trial on
charges of sodomy

MNO's loss of
Malay support; PAS
returns to power in
Kclantan and
Trengganu

Anwar convicted and

BN's victory but with
major UMNO losses

Continuing proests

over equally sentenced 10 9 years'
controversial trial imprisonment
proceedings

| End of the alternative
| coalition

Keadilan crippled,
DAP leaves Barisan
Alternatif

L2002 Mahathir
announces his

intention to resign

Transition to
Abdullah Badawi’s
| leadership

UMNO compromise
on Mahathir's
departure
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regime was alonc in rejecting the money market's demands for reforms
and the International Monctary Fund’s (IMF) strategy for overhauling
the financial systems of Thailand, Indonesia and South Korea. Chapter
3 charts the rrain of this conflict and explores the diminishing options
available to the state to explain the Mahathir regime’s decision to erect
an ‘cconomic shield” of capital controls and reflationary measures, As
there was no proven case for or against the adoption of capital controls
then, Mahathir made his decision based on his political intuition and
the urgency of saving the nationalist-capitalist project. The regime
succeeded with regards to the latter goal but, as Chapter 3 concludes,
the temporary withdrawal from the money market, which was c:
out on | September 1998, signified the end of Malay:
symbol of further capitalist rationalization under Mahathir.

The July 1997 crisis brought a dramatic sequel when Anwar
Wbrahim was dismissed from office on 2 September 1998.)Chapter +

shows how Mahathir's bitter conflict with the market drew Anwar,
Deputy Prime Minister and Finance Minister, into the fray. There were
disastrous political consequences for Anwar and the senior technocrats
of the central bank, Bank Negara Malaysia, as they acted to placate
nd the market. On the one hand, the market condemned
Mahaths sal to reform and wanted Mahathir out of office. On
the other hand, Mahathir had no faith in Anwar’s policies of reform
while domestic political and corporage interests plotted to prevent
Anwar from becoming Prime Minister| With the deepening crisis, un-
satisfactory cconomics bred desperate politics) When an ill-disguiscd
atempt mounted by Ahmad Zahid Hamidi, ah Anwar ally, to
Mahathir for ‘cronyism’ and ‘nepotism’ at the 1998 Pemuda UMNO
General Assembly failed, Zahid's move brought a counterattack that
ar’s fall.

Chapter 4 traces the Mahathir-Anwar split before the immedi
cvents of 1997-98 and takes into account leade
difficulties within an UMNO that had been steadily wracked by
factionalism since the 1970s. At the same time, Chapter 4 offers a
longer view of Anwar's 30-year career of social activism and poli
and reflects on Anwar's own contradictions and “tragic inventions that
led him to confrontation with Mahathir in a time of cris Chapter 4
argues that strains of populist and divergent views of *Asian v:
had made Anwar a putative anti-Mahathirist before the calamitics of
1997-98 took place.

The ejected Anwar was credibly and powerfully reinvented as the
icon of Reformasi, a movement of dissent that took its name from the

s refi
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Indonesian Reformasi that brought down Suharto’s New Order regime
in May 1998, l'hc Malaysian Reformasi bruught out the most sustained
mass d of anti-regi in over a g

although these outpourings of mass disaffection did not match its
Indonesian precedent in scale, depth or quality. Chapter 5 provides a
detailed analysis of the different meanings of Reformasi in Malaysia.
At one level, Reformasi was an inchoate movement of cultural opposi-
tion. It was born of Malay revulsion at Anwar's maltreatment. At a
second level, Reformasi was the site of dissident voices and alternative
media of expression, communication and debate. Especially over the
uncensored channels of the Internet, Reformasi supporters, individually
or in groups, created new and rich forms of social criticism and
political defianc a third level, Reformasi signified a massive crosion
of ghe regime’s hegemony over civil society,

The success of pre-crisis Mahathirist politics was contingent on
three sets of premises: rapid growth and continued prosperity, nation-
alist vision and popular support, and strong leadership and managed
succession. The July 1997 crisis challenged the regime’s claim to being
.nhlz 1o ensure rapid gmmh in pursuit of the prosperity promised by
n 2020, Wawar's dismissal on 2 September 1998 damaged the
leadership’s legitimacy and threw UMNO's succession plan into
disarray. After that came the tide of anti-Mahathir and anti-UMNO
protests that undermined the regime’s support and diminished its
nationalist vision. In political terms, Reformasi’s dissent was real, even
il"it was amorphous. Since neither the political parties nor dissenting
non-governmental organizations (NGOs) could stay aloof and hope
to influence the course of such a movement of dissidence, the opposi-
tion parties and several NGOs joined efforts, first in the Majlis
Gerakan Keadilan Rakyat (GERAK] and then in the Barisan Alternatif
(BA). Both became the institutional vehicles for forming Reformasi’s
popular dissent into organized electoral opposition.

At the November 1999 election, BN triumphed over BA, but UMNO,
the principal target of Reformasi, suffered electoral setbacks on a scale
it last encountered in 1969. More than specific losses of seats, UMNO’s
real defeat lay in the readiness of half of the Malay clectorate to
contemplate installing a federal government that was not led by
UMNO. Ironically, it was the solid non-Malay electoral support that
sustained UMNO in many key ‘cthnically mixed’ constituencies, These
electoral outcomes were historic develog that held e
implications for future politics. A political flux scemed to have arisen
in which all major parties had to reinvent themselves to survive or to
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advance. Chapter 5 shows how UMNO was unable to accomplish this
task either by internal reform or by resorting to its time-honoured tactic
of urging ‘Malay unity’ against imaginary non-Malay threats. The
chapter concludes that Reformasi had exposed the fragility of UMNO's
claim to being the source of hegemonic stability in the Malaysian
political syster.

At this juncture, a critical question was whether BA's four-party
coalition (supported by a number of NGOs) could build upon the
momentum of dissidence created by Reformasi. Chapter 6 maps the
major post-clection tensions between Parti Tslam (Islamic Party, or
PAS) and the Democratic Action Party (DAP), respectively the BA's
most successful party, and and most disappointed party. Although the
wo ;mmrs main disagreements revolved around PAS's pursuit of an
nic state’, they had other difliculties as well. In fact, DAP's dif-
‘(‘ulllr\' may be traced to the Lhdng‘lnl{ character of non-Malay politics

that had shifted emphs during the Mahathir
regime’s triumphalist phase. In PAS’s case, there was a bifurcation of
its political programmes at the national level and at the level of the
PAS-led state governments in Kelantan and Trengganu. Concurrently,
the Parti Keadilan Nasional (National Justice Party, or Keadilan), the
party most clos ated with the now imprisoned Anwar Ibrahim
and the weak link in the BA chain, was subjected to relentless repres-
sion in 2000-2001. At the tme of the 11 September 2001 attacks on
the World Trade Center and the Pentagon, the DAP-PAS cooperation
had terminated and the regime had incarcerated Keadilan's most
energetic leaders without trial under the Internal Sccurity Act. Other
Keadilan leaders soon left the party because of internal disagreements
or disenchantments. Hence, BA was virtually finished as a second
coalition and an alternative front. The regime scemed to have won by
repression and by default what it lost at the 1999 election.

Were Reformasi and BA then merely short-lived intrusions onto a
political system that remains unchanged? The conclusion of Chapter
6 explores this question by locating BA's significance in a cultural
imperative of coalition-building that has been peculiarly important to
the political history of Mal s plural society. In any case, could so
many crises involving political cconomy, undermining hegemony,
king new strands of ideology, and inspiring novel forms of social
rxpcruucm;uiun have ended only in a restoration of pre-1998 politi
What are the social and political transitions that have taken place and
what are the accompanying changes to the system? What impli
might they bear for future politics in Malay, Collect

ASSOC

ations

, however,
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such and other related questions became more pressing when Mahathir
unexpectedly announced on 22 June 2002 his intention to resign as
UMNO President and retire as Prime Minister.

From Chapter 2 to Chapter 6, cach chapter bears its own appraisal
of the transitions and changes that have taken place in the major
areas discussed in the chapter. The final chapter, Chapter 7, concen-
trates on four issues that are particularly important in defining the
principal directions of *politics after Mahathir’.

First, there is the issue of leadership. During his long tenure, Maha-
thir exerted a pervasive influence over politics, policy-making and the
state of public institutions. In addition, he attained a personalized form
of hegemony based upon a seeming ability to project a grand vision
for Mala icty. Mahathir could accomplish this because of his
own ideological and leadership qualities that the UMNO leaders
waiting to take over from Mahathir do not possess.

Second, the matter of UMNOs factionalism is significant because
it has always been broadly and intimately linked to an axis of discord
in the Malay community that has been the source of much instability
during the two decades of Mahathir's leadership of the party and the
nation. Mahathir’s own thoughts, initiatives and policies formed the
basis of many of the ruling ideas, which a rising dominant class
needed, but the problems of instability have lain with the NEP and
Mahathirism’s structural weakness of developing a party-bureaucra
class axis that continually fractured. As Mahathir has been unable to
secure the integrity of that axis for long, the issue is whether his
successor(s) can restructure Malay capitalism and restore its links to
state and UMNO sufficiently to prevent their problems from spilling
1o UMNO as the terrain for intra-Malay conflict.

Third, there is the possibility of the sccular Malaysian state and
constitutional government being replaced by an ‘Islamic state” admin-
istered under ‘divine laws,” which was raised by PAS's rise and
UMNO's setbacks in the November 1999 general clection. It has since
become an integral part of post-September 11 discourses on Islam and
politics within Malaysia. Chapter 7 examines the obstacles that stand
in PAS’s way. The chaper also cautions that there are social conditions
under which secular constitutional government, or public faith in it,
may be undermined but not necessarily by PAS.

And, fourth, there is the riddle posed by Mahathir shortly after his
announcement of resignation that the Malay community now faces a
new or ‘second Malay dilemma’. What does this re-formulation of the
original *Malay dilemma,’ which Mahathir had pronounced to be no

ove
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longer relevant, mean? Chapter 7, and the book, ends with an inter-
pretation of this second Malay dilemma that links Mahathir’s dire
pmgllu\h to the prospects of post-Mahathir political economy, and to
alay interventions in Malaysian politics of which, T argue,

Mabhathir would be keenly aware.
I hope to give the reader a sense of social and political change that

departs from mainstream interpretations and standard pereeptions of
politics in Malaysia as the ‘cthnic politics’ of a ‘divided socicty’. The
transitions of the past few years alone suggest that new ways of
analysing politics in Malaysia are necessary in order to understand,
much more grapple with, its future. These new ways of understanding

rely in turn for guidance on the lessons of the historical conjuncture
of 1997-98 that overturned so many assumptions about the immu-
tability of ethnic politics, tried the regime’s ability to resolve critical
inhh'ms of political cconomy, tested the nationalist-capitalist project’s
constant need for a stable tripartite balance of power between the state.,
domestic capital and foreign capital, revealed the vitality of a cultural
revolt based on discordant perceptions of *Asian values’ and inspired
new struggles against the state’s hegemony. The finest dimensions of
these popular struggles are to be found in Reformasi®s popular re-
interpretations of Malaysia’s past and present, and its creativity of
dissent, as well as the Barisan Alternatif's socio-political experiment.

I have not written this book as an academic exercise. While I have
tried to conform my presentations and arguments to the demands of
rigorous analysis, I have refrained from entering into academic or
theoretical debates. Where it is instructive or useful for clarifying
significant points or specific arguments, 1 have referred to existing
academic analyses and other views. Otherwise, 1 have kept the use of
endnotes and citations to a minimum, usually just enough to document
the sources of direct quotations. Above all, T intend to engage the lay
reader who has some knowledge of Malaysia's history, a grasp of
contemporary developments, a lively concern with its political future,
tion that poli s too important to be left
only to politicians or academic specialists.

s

and an intuitive appreci

Notes
' Quoted in ‘A Vision for Malaysia: Interview with Prime Minister Maha-
thir', Asiaicek, 23 September 1983, p. 37.

Quoted in “When You Grow OId, You Face Reality', Asiaueck, 26 January
2001, p. 27.



The Projection of a Vision

A new Asia is on the rise, and that s something only the blind and
the deaf in mind would fail to notice. Asia cannot be stopped. This
New Asia must continue to be an achicving Asia, a continent of
progress, bringing massive and comprehensive development to all
Asians. This new Asia must be a contributing Asia ... a mover and a
shaker, not the object but the subject of international affairs, not a
consequence but a cause. ...there must be an Asian Renaissance, a
rebirth that will remake Asia and reshape the world,
Mahathir Mohaniad, Specch at the New Asia Forum,
Kuala Lumpur, 11 January 1996

It is probably fair to say that all organized socictics in former times
depended (in part) for their cohesion on visions of the past which were
not 100 antagonistic to one another..... What is extremely hard to find
in such visions is intense concern about the Future. When nationalism
entered the world late in the cighteenth century, however, all this
changed fundamentally,

Benedict Anderson (2001)

What does it mean to be Malaysian? For most of the period since
1957, when the Federation of ’\Iala):\ became an independent nation,
the question was probably perplexing to its people and the answers
unsatisfactory.
\! the level of the nation-: stam, Malaya’s experience with de-
ization, which was alized in the ‘Merdeka constitution’, did
not overcome the ethnic divisions of its plural society. Within six years
of independence, Malaya merged with Singapore, Sabah and Sarawak,
producing Malaysia. The merger provoked many questions about the
character of nationhood, not least due to challenges from abroad. The
Philippines objected to the inclusion of Sabah, over which the former
claimed a prior sovereignty. Indonesia detected hostile British and
American imperialist designs in the Malaysia proposal and responded
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with kenfiontasi. Singapore presented no small difficulty. The island’s
incorporation turned out to be only a bricl interlude between its un-
natural exclusion from the Federation of Malaya in 1948 and in 1957
(respectively when the federation was formed and when independence
attained) and its anomalous sccession from Malaysia in 1965,
Since then, Malaysia has congealed as a political unit, although there

wi

remains a gull between *Semenanjung’ (Peninsula), and Sabah and
Sarawak that no one knows how to bridge.

At the individual level, complex reasons tied to historical legacies,
social divisions and political developments made it immensely difficult
to internalize the idea of a Malaysian nationality conceived as a deeply
felt and closely held identity. It was a historical irony that the three
great currents of Asian nationalism, originating in China, India and
‘ndom';iu, ad washed over colonial Malaya, without leaving in their
wake any ideological synthesis that could truly be called Malaysian
nationalism and sustained as such. In the absence of such an ideo-
I , Malaysia’s multicultural society, burdened by its
ance rigid cthnic division of labour, was casily swayed by insccure or
self-serving perceptions of competition among the different races. Nor
did the Rukunegara, the state ideology prescribed to ease the pain of
the 13 May 1969 violence, engender a strong sense of social com-
monality. The Rukunegara was 100 contrived and superficial to capture
the public imagination. Instead interethnic recrimination dominated
the politics of the 1970s and 1980s when the implementation of the
(NEP) pitted, as it were, "Malay nationalism’
against ‘non-Malay chauvinism’.

Constrained by these two sets of dificultics, ‘being Malaysian’
frequently took on an inward-looking stance that presupposed the
necessity of maintaining national integrity and the desirability of
attaining national unity. Considering the real and imagined needs o
overcome the fissiparous tendencies of a plural society, it was assumed
for a long time that to be Mala
more than, or what comes to the same thing ironically, less than each
of the ethnic identities into which N
they grew up.!

In the early to mid-1990s, however, the same question — what do
r ways so that its
of different
ethnicities, brought up, schooled and socialized almost without excep-
tion to think of themselves as Malays, Chinese, Indians and ‘Others’
and too often kept socially and culturally apart, were predisposed, in

New Economic Polic

ian was to have an identity that was

alaysians were born or with which

aysian? - was recast in unfami

mean to be Ma

z

plausible answers were likewise novel. Then,
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Benedict Anderson’s famous fi ion, to ‘imagine’ th lves to
be Malaysian. Arguably, this was the closest Malaysians had ever come
1o discovering a genuine pride in being Malaysian. This unexpected
phenomenon not only took place shortly after a threat of interethnic
violence had loomed in 1987 but also appeared to have been attrib-
utable primarily to the leadership of Mahathir, who had been adulated
by Malays as a “Malay nationalist’ and feared by non-Malays as a
“Malay ultra” up to the 1970s.

What conditions produced this beguiling outcome? The answer to
this question lay in the coming together of economic developments,
political initiatives and idcological influences. This confluence emerged
during the second decade of Mahathir's premiership and was signalled
by i turning point in each of three arcas: cconomics, politics and policies.

Three Turning Points

By the early 1990s, the N
off its hangover from the econom

sian economy had visibly shrugged
cssion of 1985-86. A trend of
high economic growth averaging more than 8 per cent per year began
in 1988 (8.9 per cent) and continued to 1996 (8.6 per cent). Net inflows
of forcign dircet investment were high for most years in the carly
1990s, averaging RM3.19 billion per year for 1991-94, before declining
to RM486 million for 1995- 96 The economic recovery was variously
attributed to Mahathir’s pri curbs on public
spending, suspension of the NEP's rcmuclunug requirements, liberal-
ization of the conditions for foreign investment, and attraction of East
Asian foreign direct investment.

By the carly 1990s, the social cffects of the high growth were
widely felt. The official unemployment rate fell from over 8.7 pe
in 1986 to less than 4 per cent in 1992 (and 1o 2.5 per cent in 1996).
Generally, there was a rise in income and living standards, :md an

ive spread of ion. G ly, Mahathir’s and
hxnnu Minister Daim Zainuddin's mumgcmcm of the national
cconomy was applauded within and outside Malaysia. Naturally, the
loudest praise for Mahathir came from UMNO members, his coalition
partners in the Barisan Nasional (BN), the captains of commerce and
industry who had benefited most from cooperating with the state, and
a mass media linked to major political and commercial interests.

Mahathir’s leadership was credited with the turnaround from the
difficult days of the 1980s for a compelling reason: Malaysians could
not recall a time of greater prosperity. A regional magazine was led
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10 say, rather fawningly, that ‘the Malays, like Malaysia's other ethnic
groups, arc enjoying their greatest period of prosperity since the days
of the Malacca Sultanate’ The major exceptions in this general ex-
perience of material well-being were marginalized minorities, typically
of ‘native’ or Orang Asli origin, and a new underclass of foreign, legal
and illegal, unskilled and semi-skilled labour.

In the carly 1990s, Mahathir won his political battles over his major
Between 1987 and 1990, Mahathir's political survival hung in
ance when he was challenged by Tengku Razaleigh Hamzah
within UMNO), in the courts, and again via Parti Semangat 46 (Spirit
of 46 Party, or $46). At the 1990 general election, however, BN scored
a notable victory over two opposition coalitions formed separately from
$46, the Democratic Action Party (DAP), Parti Islam ScMala
(Islamic Party, or PAS), the Parti Bersatu Sabah (Sabah United Party
Parti Rakyat Malaysia, and other minor parties. The BN's victory
strengthened Mahathir's leadership beyond foresecable challenge.
\\ulr from the political parties, the Malay rulers who had fought
Mabhathir 0 a stalemate during the Constitutional i of 1983-84
were soundly defeated in 1992 when Mahathir and the BN-dominated
Parliament seized upon the Sultan of Johor's assault on a hockey
ly removed royal immunity from

coach to cnact legislation that parti.
prosecution or legal suits. For a few years during the mid-1980s, the
Jjudiciary had unwittingly served as an independent terrain for con-
tention between the executive branch of government and a range of
political dissidents, and between conflicting factions within UMNO.
But after the impeachment and dismissal of the Lord President of the
Supreme Court and two other Supreme Court judges in 1988, the
Jjudiciary accommodated itself to a re,

ime of ¢

tive supremacy.

Many of the non-governmental organizations that had forged
solidarity movements during the 1980s to protest the many crises and

scandals associated with Mahathir’s administration remained ve
but they had 1o make do without the wider support they enjoyed
before 1990,

These political developments were proof of Mahathir's deter-
mination and ability to remain in power and signs of an increasing
concentration of power in the executive. But, crucially for Malaysians
who had lived through the crises and tumult of Mahathir’s first
decade in office, the same developments signified a much-needed return
to normalcy.

There was a third turning point related to national development
policy. For two decades, the year 1990 - when the NEP was scheduled
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for termination — had cast rancour over cthnic relations, as no one
knew whether the NEP would or should be extended. In late 1986, in
response to the recession, Mahathir had taken a political risk by decid-
ing 0 *hold NEP in abeyance’. Yet neither he nor any other leading
politician had set official directions for post-1990 development policies.
When a new National Development Policy (NDP) and its accom-
panying Second Outline Perspective Plan, 1991-2000 were finally
promulgated in 1991, they more or less resolved the question of the
NEP's termination. The NDP would implicitly retain some measure
of the NEP's two basic objectives of ‘poverty eradication irrespective
of race” and ‘restructuring to abolish the identification of race with
cconomic function”. OFf the two objectives, the “affirmative action’ ob-
jective of restructuring” Malaysian society had been more contentious
by far, and it had conti provoked suspi
between the Malay and non- \Iah\ communitics
In Mahathir's assessment, however, the NEP had accomplished
much since 1970, especially when the NEPs progress was measured
against the record of failed social engineering elsewhere in the world.
With no small measure of s ction, Mahathir noted that ‘when all
is said and done, the NEP must be acknowledged as one of the greatest
policies of independent M . enabling it to prosper without the
blatant injustices of a totally materialistic society’} In particular, there
had been significant Malay advancement, measured by the NEP's
own criteria, The M share of corporate owucnhip had risen from
about two per cent in 1969 to just over 20 pcr cent in 1990, while
state-owned enterpri: hu]dmz i ‘in trust’ for the Malays and
private Malay compani i 1 the ¢ ding heights of the
cconomy. The extent of |lu “abolition of the identification of race with
economic function’, conceived more broadly, was already evident from
the emergence of an economically and politically influential Bumi-
putera Commercial and Industrial Community (BCIC), a combination
of Malay capitalists, professionals and middle class clements.
Mahathir argued that the BCIC should no longer require further
state-imposed quantitative boosts in their share ownership, business,
educational and cmployment opportunitics. It was necessary, though,
for BCIC members to acquire management and entreprencurial skil
and fortify themsely ystem that would raise ‘the quality
of their participation in the cconomy™ and render their participation
‘permanent [and] ainable’.’ The BCIC, Mahathir enjoined, had
to reject the temptation of an ‘indiscriminate distribution of wealth
se that would only cause

on and recri

tisfa

with a value s

which [was] immediately frittered away’ be
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‘lasting damage by creating a very dependent society which [could]
not manage without continuous government support’.” Instead the
BCIC had to demonstrate a capacity to ‘retain their share’, ‘force
themselves o learn and learn fast’, and "go fully into the marketplace
to compete’.” Here, Mahathir introduced a critical distinction between
the state’s past and current perspectives on restructuring. Whereas the
NEP's 'stress on quantity had resulted in Bumiputeras owning 100 per
cent of continuously losing companies’, the NDP's insistence on the
‘quality of participation' meant that ‘they will be better off owning
10 per cent of profitable companies’* However else that point could
have been interpreted, Mahathir's argument held out the promise of

ay business cooperation in which ‘non-
willing

meaningful Malay-non-M;
Bumiputera partners must find genuine Bumiputera partne
to risk their capital and involve themselves in the day-to-day running
of the business' Commenting on the structure and performance of
the urban retail sector, for example, Mahathir urged that *Bumiputera
retailers should ... de-emphasize their Bumiputera character and aim
for the larger market’.!"

It was & cautious way of implying that ‘the NEP is no more’, which
ctly what Mahatl cars later, after he had revealed
not just a new policy but also a fresh vision,

ir said a few y

was ¢

Nationalism and Regionalism: Vision 2020 and ‘Asian Values’

Whether one was an enthusiastic Malay supporter or, conversely, a
suspicious non-Malay critic, of the NEP, one could argue even then
that an NDP free of ethnic quotas could potentially pave the way for
g the NEP's original targets. That this line of
argument was not made explicit was evidence of Mahathir's success
i recasting the futre of Malaysian political economy and socic
post-NEP terms. Or, as Mahathir outlined in a paper, “The Wa
Forward', Malaysia’s future lay in a new national goal of attaining
“developed country stats’ by the year 2020, By “developed country
status’, he meant Malaysia’s evenal membership in the club of rich,

Malay gains exceedit

modern and advanced cconomics. Economically, this goal was predi-
cated on steady growth averaging 7 per cent per year over the next
30 years. It was an ambitious target but, in Mahathir's view, an
achicvable challenge and not wishful thinking. By raising the average
annual rate of growth by 0.1 per cent — from 6.9 per cent over the
previous two decades  the Gross Domestic Product would double
every ten years and make Malaysians in 2020 ‘four umes richer in real
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were in 1990. In “The Way Forward’, Mahathir dwelt
upon Malaysia’s structural transformation from its previous dependence
on primary commodity production to having an industrialized economy
that could advance towards post-industrial conditions.

Mahathir’s articulation of this new 2020 goal of achie: ing devel-
oped country status in 30 years was a tacit admission that the NEP's
long-term goal of national unity had to some extent been reached.
Certainly Mahathir's statement was immediately understood by most
Malaysians to be a significant departure from the old NEP concerns.
Probably buoyed by his own recent triumphs, Mahathir was only a
little shart of being infectiously optimistic about reaching this 2020
goal. Yet, neither Mahathir's optimism, nor mere national pride over
past achicvement, nor any crass anticipation of future wealth could
adequately explain how this Mahathirist agenda, ps
san 2020 or Vision 2020, came to seize the popular imagination in
Malaysia. Within a short period, Vision 2020 was ideologically domi-
nant in a way that no onc was likely to have foreseen. At the 1993
UMNO party clection, for instance, Vice- I‘rmdcm Anwar Ibrahim led
Najib Tun Razak, Mut { Mul
and Rahim Tamby Chik in forming a ‘Wawasan 1
the incumbent Deputy President Ghafar Baba, and Vice-Presidents
Abdullah Ahmad Badawi and Sanusi Junid. The success of the
Wawasan Team reflected a rather slick extraction of political advan-
tage out of the popularity of Vision 2020. In the 1990s, it also became
fashionable for shops and commercial enterprises to incorporate
n’ or ‘vision' or ‘2020" in their names or the brand names of
their products. This was a mundane but telling example of how deeply
Vision 2020 had reached into Malaysian society. It was inconceivable
that anyone would have named a business after the NEP or Rukunegara.

Not everything about Vision 2020 was new or novel. Much of it
came from carlier Mahathirist ideas, as Paradoxes of Mahathirism
explained. In ideological terms, however, the popularity of Vision 2020
owed a great deal to its subtle negotiation between past, present and
future which somehow, in Mahathir’s own words, ‘articulated the best
aspirations of our citizens', ‘shifted the mindset of our nation from
less productive pastures to the making of a more promising future’,
and *pointed to where we needed to go as a nation”.' In John Hlllcy s
insightful expression, Vision 2020 * lise[d) popular und
of modernisation, social mobility and cross-ethnic prosperity as pan
of an “inclusive” national framework’,'

terms” than the
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economic development” and Vision 2020 as a signifier of future
rewards’." Six years after presenting “The Way Forward', Mahathir
claimed, with justification, that ‘the unity of the Malaysian people
e Vision

S

behind
2020 had

on 2020 is historic and unprecedented” be

laid to rest the gremlins that lurked within the darkest corridors of our
history. Tt settled many of the unresolved issues of the past. It tok from
our backs some very heavy baggage of history which had greatly hindered
us in the past. '

It was then that Mahathir categorically pronounced that ‘the NEP is

1o more’. Vi xp
made perfectly clear what Malaysians needed to do in our second
generation as an independent country, so that this present generation of
Malaysians will be the last generation of Malaysians to live in a society
that is called ‘developing’'?

ion 2020, he ned,

Not all the rhetoric of Vision 2020 was Mahathir's, The public,
too, accepted the 2020 challenges to be theirs as well. But in a curious
tribute to Mahathir's ability o articulate popular aspi
am public imagination regarded the vision to be Mahathir's and
his alone. Thus one might say that *Mahathir's vision' gave the NEP
an almost perfect way to end, not with a bang as was often feared,
1 whimper over ‘many unresolved issues’, but with a collec
intuition, pace Albert Camus, that Malaysian societ
towards the future lies in giving all to the present’.’® Samehow
Malaysians were inspired by Vision 2020 to discover their ability to
imagine themselves as a community, and to do so with a sense of the
adicable Goodness of the nation’.?

Yet it ook more than the terminole
many
professional and middle-c
economic conditions Vision 2020 spok

ations. main-

nor

©

| generosity

‘ines

of Vision 2020 to intoxicate
and especially the busine
ses to whose vastly improved socio-
most dircctly and forcefully.
Had Mahathir's vision been disembodicd from the historical context
in which Vision 2020 was propagated, it would have sounded like the
bravura of many an underachieving leader of an underdeveloped
country. But the prosperity of the 1990s supplicd the material base
needed to authenticate Mahathir's vision and help the Mahathirist
not only the
already rich owners and controllers of public companics who became
extremely wealthy by speculating and cashing in on the Kuala Lumpur
Stock Exchange’s (KLSE) ascent to giddying heights, beginning in late

sections of Malaysian socicty

agenda gain an unparalleled hegemonic effect. It was
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1992 and continuing the whole of 1993. Under the spell of an un-
precedentedly strong bull run, many ordinary Malaysians who had
cash to punt speculated on the stock market. They thereby joined and
frequently boosted the transformation of speculative investment into
outright gambling. Along the way, they quickly absorbed the vernacu-
lar of the market. They learnt to talk of corporate captains and
helmsmen, of their fleets and flagships, and institutional buyers and
foreign funds. They exchanged news and rumours of mergers and
wkeovers, and of Initial Public Offerings and Second Board listings.
They kept track of trading days and margin calls, volumes, yields and
P/E ratios, and so on. With gusto they lived the beneficence of daz-
Zling wealth effects issuing from every kind of market as economic
growth averaged an annual rate of growth of 8.6 per cent from 1991
to carly 1997, The share market soared, the property market boomed,
and the market for durable goods expanded to the extent that, for
example, used cars could cost as much as new ones when demand for
the Proton cars outstripped the manufacturer’s capacity to supply the
‘national car’.

Never before had consumption been so widely democratized in the
country. It scemed that never before had so many Malaysians ‘had it
s0 good’ such that *many Malaysians in the mid-1990s saw nothing
clse but wealth." Among young professionals, for example, it was
accepted if not axiomatic that cconomic opportunitics in Malaysia
© so abundant and lucrative that offshore employment in places
hitherto a favoured d ion for young graduates
and skilled worke: ers) and beyond was no longer alluring. At lower
levels in the tightening domestic labour market, the availability of
semi-skilled and unskilled work drew increasing numbers of migrant
labour, from the Southeast Asian region primarily, into the Malaysian
| terms, the upper classes, middle-class familics, and
ale commercial enterprises, including family-operated informal
ses, profited from casy and affordable agcess to low-
wage foreign domestic help and service labour. From another angle,
the private sector was privileged as the engine of growth, the source
of high remuneration and the site for building fast-track careers.
“Social perceptions of wealth, power and the good life, observed
Halim Salleh,

suddenly took a new turn: ndence on the g

gave way to the material gains promised by the private sector. Private

employment and business ventures acquired a new sense of clevated

social status. '
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duates and professionals who were likely to think of themselves as
being the *best and brightest’ shunned the once prestigious civil service.
Indeed more and more senior civil servants, including academic
who were cligible for ‘optional retirement” (then set at the young age
of 40) were themselves encouraged to leave the public sector for new
corporate or business careers. And if some politicians’ claims were 10
be belie
emigres™ 1o gaze longingly homeward. At different layers of society,
then, the public mood was pervaded by so much optimism and such
ble

ed, Malaysia's success was even tempting many ‘NEP

a strong sense of economic well-being that it was hardly belic
that Malaysian society had been wracked by a serious recession only
a few years carlier. At times, it scemed as if Mahathir was right to
claim that inflation could be reduced to “zero’ amidst high growth,?!
that the economy would not overheat, and that nothing was fortuitous
about its achievements.

In short, it appeared as if Mala;
feats, especially when its economic performance by
ical significance of Fast Asi
Malaysia’s booming stock market had caused it to be

an

pable of extraordinary
ked in the world
s extraordinary industrial accom-

included among the emerging markets whose potemtial profitability

excited global investment fund managers. The Malaysian economy
was favourably named in the World Bank’s loud proclamation of an
‘East Asian Miracle’. The country itself was part of Asia that some
observers believed would dominate the world in the 3% Millenium (by
the western calendar). In the prevailing discourses of markets, states
and regions, which focused on the continued ascent of Asia, Mahathir
defined for Malaysian society an ambivalent position. On the one
hand, Mahathir's deep suspicion of western perfidy extended o acts
tions of South

of economic labelling such that ‘western' characterizz
wan, Hong Kong and Singapore as ‘newly-industrializing
s" (NICs) did not impress him at all. On the contrary, he
regarded those labels 1o be part of a ploy to deprive the East Asian
NICs of the USA’s GSP concessions. The World Bank’s ebullience did
not move Mahathir cither. He kept insisting that no miracle had
materialized beyond the hard-carned outcome of careful planning
allied to the ‘old fashioned way” of depending on a great deal of ‘toil,
tears and sweat'™ on the part of East Asians, including Malaysians.
Likewisc, he rejected any prediction that the 21* century would be an
“Asian century’ - ‘a tantalizing idea which is most appealing to the
Asian ego’ but was in fact ‘the Yellow Peril all over again, only this
time there are tinges of brown’* For Mahathir, predictions of Asian
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domination only served to justify western trade protectionism and other
cconomic forms of ill will towards the Asian region.

On the other hand, Mahathir himself took too much pride in the
reality and continued promise of Asian success not to lend credence
to certain Asian elite and popular notions of the supposed superiority
of an East Asian model of development that had bred so many robust
“tiger cconomies”. The diplomatic expression of that pride was a
Malaysian proposal to form an East Asian Economic Group (EAEG)
that would more dircctly articulate the economic interests of Asian
countries than the Asia-Pacific Economic Cooperation (APEC) frame-
work that was dominated by the USA and other Pacific rather than
Asian nations. But opposition within APEC, primarily from the USA,
compelled Mala to whittle the EAEG proposal down to an in-
cffectual East Asian Economic Caucus (EAEC). Mahathir was left to
express his faith in Asian competitiveness, and to urge that ‘it's time
Asia be accorded due respeet’ via the ideological construct of *Asian
values', of supposedly non-western values, that he claimed were respon-
sible for Asias success and stability. Mahathir's arguments, together
with Lee Kuan Yew's views on Asian culture, promptly provoked an
international *Asian values debate’ during the mid-1990s. With minor
differences in emphases, Mahathir and other proponents of ‘Asian
values’ fastened on a well-rehearsed litany of values.?® They contended
that Asians demonstrated, as it were, a cultural predisposition towards
stable leadership rather than political pluralism, preferring continuity
to change in government. They suggested, too, that Asians had an intui-
tive respect for authority and social harmony, and showed a proclivity
10 consensus as uppm:d to a tendency towards dissent or confrontation.
The point was often extended to suggest that Asians, therefore,
preferred a strong, even harsh, government, so long as the government’s
policies and actions continued to deliver economic prosperity. Thus,
Asian leaders such as Mahathir and Lee Kuan Yew maintained that
Asians not only tolerated but welcomed a broad and penctrating state
and bureaucratic intervention in social and economic affairs because
Asians had a greater concern for cconomic well-being instead of a
presumed western preoccupation with civil liberties and human rights.
Finally, Asians were supposedly communitarian, not individualist, and
accepted that the welfare and collective good of the community took
precedence over individual rights. Such values then formed the moral
underpinnings of the East Asian model of development.

In the *Asian values' debate, which involved politicians, ideologues,
activists, amd( ‘mics, and journalists, many pointed and telling criticisms
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were levelled at the ideational validity of *Asian values’ and their crude
deployment by authoritarian regimes in Asia. Yet the real significance
Asian values' lay in epistemology nor
anthropology but in political idcology. Japan's cconomy had begun to
slide at the beginning of the 1990s, but, no matter, the
elites maintained a secure belief in the region’s greatness. Any claim
that certain values were immanently, immutably and uniquely Asi
can readily be shown to be contrived and flawed. Even so, the Asian
clites needed to anchor their beliefs in a populist cultural-philosophical
commonality that would gloss over, even if’ it could not bridge, Asian
Malaysian society was probably not much moved by one
or another vardant of ‘Asian values”. But deluged with repetitive
v dragons and tigers, values and work ethics, models
and exhortations to draw “lessons from Japan', ‘lessons
iwan', Malaysian socicty was
moved by seniments of Asian triumphalism to discern common cause
il not shared destiny with the East Asian high achievers. In that
milicu, coincidental rather than crafted, *Asian values' could serve
i y Yision 2020 served Ma . And with Mahathir
articulating both ideological strands, it wa just plausible in the public
imagination to fuse a novel Malaysian natonalism with an incipient
Asian regionalism, and o ally a *Can Do’ Malaysia with “The Asia
That Can Say No'.*’

Henceforth, the nationalist ambition of the one was vindicated by
the regionalist triumphalism of the other: Ma aysia had a bright future
inasmuch as the future belonged o Asia.

of the discourse of

diversities.

references w
and miracl
from South Korea' and ‘lessons from I

i

Hegemonic Interlude: The 1995 General Election

Before that, the immediate future of Malaysian politics belonged
1o Mahathir. The April 1995 general election amply proved this in two
ways. First, the 1995 election results essentially marked the end of an
era of NEP politics that was conducted at ve, high levels of inter-
ethnic disputes. Second, the BN's huge victory, which erased almost
all the opposition’s gains in 1986 and 1990, wa widely regarded 10
be Mahathir's personal triumph.

During the 1970s and 1980, the N ysian: political scene was
marked by very high levels of interethnic disputes that were linked 1o
the N implementation and culwral disputes continuing from an
carlier period. These political disputes reached their height in the
August 1986 genceral clection and grew to alarming proportions in late
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1987. The disputes spilled into the 1990 election although that clection
was more complex, given UMNO’s split in 1987 and the persistent
nge of Tengku Razaleigh Hamzah and the UMNO dissidents
to Mahathir's continued leadership. But in the post-NEP and new
Vision 2020 socio-c i i interethnic recri

had steadily diminished because of several factors, The high rates of
growth, the accompanying prosperity, and the policy shift to NDP had
collectively removed or reduced the immediate economic sources of
interethnic

ontention. Moreover, Mahathir's regime introduced some
measures of liberalization and n-rurm in lcrlmn' education, including
the corporatization of public universi ization of new colleges,
and d(ug\lL ion of the tertiary rduc.xuun sector. These measures ex-
panded opportunities for tertiary education and reduced disputes over
the NEP-justified ethnic quotas for admission into public universities.
It was typical of the changed policy emphases of the time that these
measures, facilitated by the passage of the Higher Education Act 1994,
were justif

d on pragmatic grounds of quickening human resource
development o meet labour market requirements and improving the
quality of graduates and prnh‘islulm]s to service national needs.

A similar sentiment of p was exy d in arcas that
were previously susceptible Iu controversy, namely, language, and the
Chinese schools. When he was the Minister of Education in the 1970s,
Mahathir had played a central role in implementing the national policy
of using the Malay language as the sole medium of instruction in the
national tem and public universitics. Two decades after its
implementation, the national language policy had no detractors but
there was worry in various political, administrative and corporate
quarters that Malaysian standards of English had seriously declined.
Mahathir wanted to amend the national language policy to broaden
and deepen the use of the English language in the schools and univer-
sities. Once again, he offered practical reasons for re-emphasizing the
[ English, chiefly the need to conduct diplomacy and international
commeree, 1o keep tific knowledge and technological
advancement, and to stay Information Technology-literate. However,
Mahathir’s plan to revive the use of English could not be implemented
systematically, owing to opposition Irom Malay ‘linguistic nationalists’.
However, the private colleges whose students were predominantly
non-Malay were permitted to teach in English, especially where their
programmes involved twinning g with foreign i

Finally, there was an unanticipated enrolment of non-Chinese pupils,
and predominantly Malay pupils at that, in the Chinese-language

ce with s
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schools. In 1995, there was an estimated 35,000 of these pupils. The
e parents who sent their children to Chinese schools

non-Chin
generally befieved that the Chinese schools were more disciplined, and
offered superior instruction in the ‘difficult subjects’ of mathematics
and science, and hence gave their students better preparation for a
future in which the public sector was no longer the principal employer.
Given the tumultuous history of the politics of Chinese education, and
the bitter debates over the national language policy, the steadily rising
but uncontroversial enrolment of Malay children in Chine
indicated nge in cthnic relations that was inconceivable during
the NEP era.® To the extent that ethnic differences and cultural
gricvances in Malaysia had always had an economic clement to them,
Mahathir's cconomic and pragmatic solutions to cultural problems had
combined to defise ethnic squabbles over issucs of language, tertiary
1l quotas for students of different communities, and the
Chinese independent schools

After the 1990 general election, organized political dissent was
located in three major centres — the states of Sabah and Kelantan,
and the large urban Chinese-majority constituencics. In Sabah, the
aunch support of a Kadazadusun-Chinese alliance had permitted the
Parti Bersaw Sabah (PBS) to be in power for a decade since 1984.
Sabah’s politics had taken on an ethno-regionalist edge because of local
to federal encroachment, the rise of Kadazandusun (broadly
non-Muslim bumiputera) consciousness, and the reconstitution of the
main Muslim bumiputera parties into the Sabah UMNO.** The basic
Muslim-non-Muslim bumiputera polarization left the non-Muslim and
non-bumiputera Chinese in between. The state of Kelantan was ruled
by the coalition of Parti Islam (PAS) and Parti Semangat 46 (S46) that
had completely shut out UMNO in the state in 1990, Kelan
politics was almost entirely Malay politics that was v riously tied to
PAS'S Islamic idiom, S46's reversion to Malay causes, and UMNO's
claim to represent the ethnic and religious concerns of the Malays.
The Democratic Action Party (DAP), although not in government
anywhere, had emerged as the leading opposition party. Its strength
lay in the large urban Chinese-majority constituencies of Peninsular
Malaysia (notably Penang) that played an intricate game of swinging
between the ruling coalition and the opposition, depending on the
voters” calculations of local cconomic interests and reactions to the
prevailing climate of ethnic relatior

By the February 1994 state election in Sabah, the combined Kada-
zandusun and Chinese opposition had been divided and weakened to

e schools

cha

cducatiol

stanc
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the point that PBS was ousted from its ten-year hold on power by a
combination of repression, losses in the state elections and subsequent
defections o the UMNO-led BN. By the time of the 1995 general
clection, UMNO had won back cight seats in Kelantan. PAS still held
24 scats and S46 had eleven. But the PAS-S46 coalition was on the
verge of collapse, and just one year later, PAS’s posilion became pre-
carious when S46 was dissolved and Mahathir’s formerly
rival, Razaleigh Hamzah, led his followers back to UMNO.* Hum'ur,
the most spectacular result of the 1995 election was the DAP's loss of
cleven of the twenty parliamentary seats it won in 1990. This rout
was caused by the desertion of several of its strongholds traditionally
rooted in the largest urban Chinese-majority constituencies. In Penang,
where the non-Malay clectorate was all but ready 1o hand the state
government to the opposition in 1990, the DAP lost thirteen of its
fourteen state mbly seats. From being three seats short of form-
ing the Penang state government in 1990, the DAP was left with only
one seat. In sharp contrast, the DAP’s chief rival for Chinese electoral
support, the Malaysian Chinese Association (MCA), which had lost
every contest in Penang in 1990 as the non-Malay electorate vented
its anger upon this oldest of UMNO partners, won all nine of its
contests in 1995, On the whole, the BN won its highest ever share of
the popular vote (63 per cent compared with 53 per cent in 1990) and
its most dominant control ever of Parliament (84 per cent of parlia-
mentary scats). The results of the 1994 Sabah election and the 1995
general election did not mark the end of ethnic politics. Voting
behaviour could not but be influenced by ethnic issues and interests
as long as the electoral system was constituted along ethnic lines. Yet
the PBS's defeat, the PAS-S46's sctbacks, and the DAP’s rout marked
the declining appeal of older forms of cthnic dissent. Deprived of any
contention over the NEP's restructuring, quotas for university admis-
sions, language i and Chinese schools, even former supporters of
the opposition preferred ‘a shift from ethnicism to developmentalism’,
in Francis Loh’s words.*! And Vision 2020 was nothing if not seduc-
tively d(\LlumentahsL

The 1995 election, the biggest victory in BN’s fourth electoral battle
under his command, was a personal triumph for Mahathir. Already
the longest serving prime minister, Mahathir became a politician who
had no rival, whose vision of the future faced no competition and in
whose heir the public had not yet shown much interest. The election
in a way brought to a close the era of NEP politics. The ethnic
acrimony that almost erupted into violence in October 1987 was
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in Alor Star. As Prime Minister, he appeared genuinely delighted to
be photographed behind the steering wheels of cars or trucks and even
go-karts. Otherwise, Mahathir would happily board ships and yachts,
or sit in the cockpits of airplanes. He did not have a pilot’s licence
but he let it be known he could fly an airplane. Always one to think
of spin-offs, Mahathir had initiated the Langkawi Intcrnational and
Maritime Acrospace exhibitions as part of promoting Langkawi as a
tourist destination. Adjacent to the new Kuala Lumpur International
Airport, the Sepang International Circuit would in time provide a track
for Formula 1 races.

More to the point, the Prime Minister was no technophobe, unlike
is coll y from machines
or showed no feel for computers. Mahathir remains a technophile
whase interest and faith in technology had found carlier expression in
the heavy industrialization he had promoted, although to no great suc-
cess. In short, whereas Malaysian politicians and bureaucrats tended
to rehearse their lines .ﬂx)ux seience, lulmulux;), R&D and innovations
with no conviction, a technol cing Mahathi ified the
fiature, at a mere remove from the 3 Millenium, when a crucial part of
being futuristic was to be empowered by Information Technology (IT).

Hence, Cintai IT! (Love IT!) - as the state soon exhorted its citizens
via public radio and television. No one who loves I'T could have helped
loving the Mulimedia Super Corridor (MSC) which was planned to
have the ‘world's best physical infrastructure’ and to ‘leapfrog avail-
le information infrastructure’:

some of hi gues or subordinates who stayed awa

the MSC is physically a 15 [km wide]-by-50 km long corridor that runs
from the world's tallest buildings, the Kuala Lumpur City Centre, in itself
an intelligent. precinct, down 1o what will be the region's largest airport
when it opens in 1998, This picce of real estate is almost a greenfield site
v the building of state-of-the-art cities and systems. Half-way between
the KLOC and the Kuala Lumpur Tnternational Airport will be two
cities; one, the new administrative capital of Malaysia [Putrajaya), and
the other a cyber city where we will locate industries, R&D facilities, a
Multimedia University and institutions, and operational quarters for multi-
national corporations to dircct their worldwide manufacturing and trading
activities using multimedia,

Conceptually, MSC followed the bold ‘premise’ of eventually bringing
into being:
a multicultural web of mutually ds dent i ional and Malaysi
compaies collaborating to deliver new products and new services across
economically vibrant Asia and beyond. And like a spider, it will weave
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ever more intricate webs of relationships and synergies amongst par-
Such a web could be the new model of development

ticipating countrie:
for the Information Age.””

To facilitate the operations of the MSC corporate residents, the state
would institute the *world's best soft infrastructure’ - a ‘comprchen-
sive framework of socictal and commerce-cnabling cyber laws on
intellectual property, digital signatures, computer crime, distance
learning, telemedicine and electronic government’. For tha matter,
and while speaking to a highly courted American audience, Mahathir,
himsell never known o be a promoter of civil rights domestically,
offered a “ten-point Multimedia Bill of Guarante for compani
receiving MSC saws from the project’s *fully empowered one-stop
shop’, the Multimedia Development Corporation.

1 was typical of Mahiathir's devotion (o the task of selling Malaysia
as an investment centre around the world that, in the terminology used
by public relations consultants, he energetically went on a ‘roadshow’
t “showease” the MSC to foreign investors and university audiences,
Besides, it was prescient of Mahathir to invite to the MSC’s Inter-
national Advisory Panel some of the world's best, brightest and richest
I'T operators and i . Like an indefatigable sal . Mahathi
stressed just about every conceivable quality that Malaysia - state and
society - possessed 10 ensure the MSC's success. For example, a three-
de experience of interfacing national developmental priorities with
changes in the global structure of industrial production demonstrated
the state's ability o plan with care and its financial capability to exccute
long-term master plans. That the state and FDI had had a mutually
satisying partnership was proven by Malaysia’s record in attracting and
expanding the scope of export-oriented industrialization in the export
processing zoncs. Even Malaysia's ethnic differences were no longer a
liability but an important strength that v
service of promoting the MSC. Malaysia's ‘multicultural, multilingual
and multicthnic environment ... {d]rawn from many Asian civilizations',
imparted a “unique vitality to Malaysian life’ and would support ‘multi-
cultural links with the biggest Asian markets’ to the benefit of compa-
nies whose activities (including multilingual publishing or telemedicine.
combined many forms of western and non-western knowledge. *

OF course, Mahathir followed custom in this kind of campaign by
offering investment incentives 1o loreign investors who would locate
or relocate their businesses within the MSC. But even if Mahathir was
sometimes coy in his rhetoric before ndustry leaders, major players
and other people whose opinions and decisions mattered, his marketing

dec

10 be pressed into the
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of the MSC avoided mimicking the pathetically plaintive manner of
a typical cffort by an underdeveloped host country to offer FDI yet
another package of Third World comparative advantages. And even
though “Malaysia is quite conscious that it is not the master of leading
edge technologies in any ficld’,* Mahathir advertised the MSC with
n imagination that was indicative of the confidence with which
Mahathirist nationalism was projecting itself before the rest of the
\mrld ‘Other plans may sound similar because all of them use “IT”,

*Cyber” or “Multimedia™ " Mahathir cautioned, but only the MSC
was ‘truly a world first” A| a historic juncture, when the world was
poised ‘on the threshold of the cyber revolution’; when the road to
the information age, digital cconomy, e-commerce, borderless market-
ing, the wireless telecommunications industry, and so on, would have
to be paved with “intelligent multimedia’; and when the ‘death throes
ol the industrial cra ethos and the birth of another' cried out for a
‘glant test bed for experimenting with not only multimedia technology
but ... the evolution of a new way of life in the unfolding age of
information and technology', Mahathir presented MSC as Malaysia's
“gift to the world".*!

Much of the MSC’s conceptual content and interest can be traced
to Mahathir's own and his regime’s concerns that Malaysia had reached
the limits of FDI-driven export-oriented industrialization, in terms of
what the latter required from or could offer the national economy. Post-
Id War conditions, illustrated by the global market’s continual
revision of its criteria of national atractiveness, showed signs that
Malaysia’s openness might not remain a competitive advantage for
long. New economic directions and policies might be necessary to
achieve further transfers of foreign technology, say, or an indigenous
climb up the technological ladder. In any case, the economy could not
be allowed to languish in its previous successes in manufacturing
computer components and assembling electronic goods. By the
calculations of Mahathir and his planners who formulated the two
Industrial Master Plans, the Malaysian cconomy had to shift along a

ice-based post-industrial dircction towards the more lucrative pre-
and post-production phases within a value added chain. In practical
terms, the MSC, the icon of that directional shift, would accommodate
a massive hothouse for R&D work, technological innovation, software
engineering, and the development of new I'T-based service industries.

The MSC would simultancously serve as a ‘pilot project for harmo-
nizing our entire country with the global forces shaping the Information
Age’* Within the ambit of Vision 2020, therefore, an MSC-wired




Beyond Mahathir 1)

Malaysia would leapfrog its manufacturing cconomy into a post-
industrial socicty. The Mahathir regime’s presentations of the MSC
before imemational audiences in 1996-97 were replete with the img gery,
hyperbole and enticement used by most peddlers of the future. But at
a time when the global buzzwords for the future included ideas and
knowledge and vision, the MSC: possessed a refreshing conceptual
boldness.

Much of that boldness was later forgotien as various subsequent
problems in exccution led to the MSC's being lumped with other
‘megaprojects’ criticized for being mere white clephants. Presently no
one can authoritatively determine whether Malaysia would have
actually emerged as a key TT player, had the MSCs implementation
not begun just as the nation entered its most severe economic crisis, ¥
But one would be niggardly to dismiss the magical futurism that
accompanied the birth of this incomparable emblem of a national, if
not nationalistic, engagement with I'T across space and time, and the
grandest projection of the Mahathirist vision.

Lisian. Prosperity. Nationalism. Regionalism. Mahathir’s ideological per-
suasiveness drew richly from these four elements and their interactions,
IF material prosperity authenticated Vision 2020, the vision in turn
conferred & mission upon the cconomic growth. Past experiences of
high growth were of course important but they largely served as balm
to fractious ethnic bargaining and class control. Before the 1990s,
Mahathirist nationalism was burdened with many reminders that
Mahathir's own Malay-Malaysian swings were unpredictable. But
domestically, Mahathirism now spoke the idiom of a new Malaysian
Nationality (Bangsa Malaysia), while internationally it was alloyed to an
incipient regionalism. Separately, cach of those four clements of
ion, prosperity, nationalism, and regionalism was not determinative.
The result of their timely coale: . however, was a remarkably
triumphalist matrix framed by a growing public confidence in the
ional capability,
edible promise of
id of M i
society, that looking inwards, it was r Malaysia Boleh!
Looking cast, it found an cconomic miracle. Looking to the future, it
foresaw its own arrival at the club of dev cloped nations,

Into all this, one may read a narrative of decolonization, inasmuch
s such i historic arrival, chiefly in declared intention but partially in
deed, is eritical to true decolonization because it helps to dismantle
logic

Cence

political leadership, an optimistic assessment of n,
the reality of regional accomplishment, and the
eventual reward. Consequently, one might have
rassured

the colonization of the imagination. ™ But the arrival is tied to
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- of catching up, perhaps getting even, with one’s former colonizers
has 100 frequently turmed awry under different post-colonial
situations in other parts of the world. For Malaysian society, the
Mahathirist logic of catching up, perhaps overtaking, the West, en-
tailed a contradictory overcompensation of a psycho-social inferiority
complex that originated in the colonial subjection of the Malay
grew with the relative economic backwardness of the Malay com-
nd extended into the underdeveloped status of Malaysia.
Undoubtedly, the matrix of vision, prosperity, nationalism and
regionalism significantly diminished that sense of inferiority so that
’s multicultural society, to employ a cliché, could find some
SC.

Malaysian socicty went
a full circle from discarding a past and inward looking obsession with
ethnic divisions to adopting an outward oriented strate; gy of *harmo-

mizing our cntire country with the global forces’. Nevertheless, when
that matr t in, inferiority gave way to a hubris that manifested
itself in superlatives: the world's tallest buildings, the world's best physi-
cal infrastructure, the region's largest airport, the longest submarine
cable, and the MSC as ‘truly a world first”. It was as if the previously
crippling limits in the worldview of the colonized had to be transcended
by securing entrics in The Guinness Book of Records. Other ‘Malaysian
firsts’ followed: Conquering Everest, Parachuting Over the South Pole,
and Circumnavigating the Globe. Or, as Mahathir encouraged young
Malaysi: *We must have the confidence to achieve all our dreams
- [these include] climbing the Everest, sailing across the Pacific,
conquering the Arctic and Antarctic’.*® But did not these dreams betray
an imagination slaving under a compulsion to respond to the taunts
of the “heroes of the British Empire’, most long departed, albeit
Mahathir had his own small role in dismantling that empire? Was
it not a symptom of a troubled psychology of decolonization that
Mahathir, in an otherwise uncharacteristic departure from stern

icty and disapproval of any ‘aping of the West', should urge young
ians to attempt ‘crazy things” that ‘previously only Westerners
liked to do™?"

Yet Mahathir’s vision was not just a personal thing, not even just a
winning ideological construct. A shrewd leader who was able to
articulate popular concerns and aspirations, Mahathir was, at this
important moment of the beginning of the 1990s, articulating the
dreams of a Malaysian national capitalist class. Early Mahathirism,
up to the NEP days, was dominated by a Malay nationalist perspectiv
that was bent on remaking Malaysian political cconomy in ethnic
terms. But that task necessarily involved restructuring Malay socicty —
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and thus Malaysian society — in class terms. Late Mahathirism centred
less and less on popular Malay anxicties vis-a-vis non-Malay encroach-
ments, and more and more on elite Malay and non-Malay capitalist
ambitions on the global terrain,

It was no political coincidence that Mahathir did not first present
Vision 2020 10 the people of Malaysia, to their representatives in
Parliament, or even (0 UMNO. Rather Mahathir unveiled his vision
at the inaugural meeting of the Malaysian Business Council in
February 1991 before sharing it with the socicty at large. It was to,
and on behalf of, the gathered captains of industry — local and foreign,
Malay and non-Malay - and the slected politicians and senior
burcaucrats who were organized in that Council that Mahathir spoke
of creating their legacy for a future Malaysia.

In retrospect, Mahathir had achicved a breakthrough in the quest
to answer the question: what did it mean to be Malaysian? But the
full force of living with this double-cdged Mahathirist breakthrough
was soon tested when the future arrived not in Vision 2020's gratifyi
picture of managed destiny, but in the rude shape of malignant global-
ising forces that the MSC was in fact conceived to *harmonize”.

Notes
! On this mater, the former Penang Chief Minister, Lim Chong Ev, had a
philosophically enticing formulation that “To be a Malaysian is to be no
less a Malay, a Chinese, an Indian, a Kadazan, a Murut, a Dayak, an Iban
and so on ... (Lim 1990: 124).

“The Spokesman', Asiaueck, 2 June 1995, p. 52.

Mahathir (1993 429)

! Mahathir (1997¢),

" Hilley (2001: 7); original italics.
p. 6: original italics.
hathir (1997¢).

15 Ibid.

1% Camus (1956: 304).

To adapt another of Andersan’s suggestive ideas on nationalism (Anderson
1988: 364).
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Halim (1999: 189).
Jbd.

My term for the predominantly non-Malays who emigrated to avoid NEP,
Mahathir (1995a).

He especially insisted upon this point to “West Asians’ when he noted that
a survey showed that in 1994 only Chileans and Koreans worked harder
than Malaysians (Mahathir 1997),

Maiair (1996¢).

Mahathir (1996¢).

Sce Robison (1996: 310-11) and Rodan and Hewison (1996 47-48),

“ Khoo (1999%).

The original title in Japanese of Mahathir and Ishihara (1995,
The long and difficult disputes between the state and the Chinese
education movement in Malaya are well documented in Tan (1997), The
enrolment of non-Chinese (mainly Malay) children in Chinese-language
schools is now estimated 1o be about 63,000,

Loh (1997).

With one defection from $46 to PAS, the 1996 balance of power in the
Kelantan state assembly became 25 seats for PAS and eighteen for UMNO,
Loh (2002).

One should emphasize ‘national’ 0 stress the unifying quality of that ethos
and ideology vis-a-vis the rest of the world, because the ethos of capitalist
competition in another sense fostered a *devil take the hindmost’ attitude
which is the indivi appasite of itariani

Significantly Anwar phrased the slogan in Mandarin rather than the official
Malay language. Anwar's ideas on multiculturalism, elaborated within his
discussion of an ‘Asian renaissance’, are found in Anwar (1996).
Mahathir (1997d: 78).

Mahathir (1997g: 41).

Mahathir (1997a: 98-99).

Ibid., p. 108,

Iid, pp. 104, 106,

Mahathir (1997
Mahathir (1997
Mahathir (1997f; 66).
ahathir (1997
For a general contemporary review of some practical problems the MSC
might face, see Ong-Giger (1997),

See Nandy (1983) and Chen (2001).

*PM reminds Everest climbers to be vigilant', Business Times, | March 1997,
The Heroes of the British Empire was the title of a Standard 5 history textbook
still used in the mid-1960s. Its principal figures included people like
Edmund Hilary, James Scott and James Cook.

“Wanted: Heroes', The Star, | March 1997.
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The ouly thing that can stop this is if we have order in the international
financial system. There is otal anarchy.

Mahathir Mohamad, quoted in

“How dare you say these things!', Time, 15 June 1998, p. 30

The economists, by dint of their refisal 10 see that cconomic choices
are practicable only if the political and social compromiiscs that they
imply are acceptable, are encouraging a utopian cconomism,

Samir Amiin (1993)

When delivering a speech at St Catherine’s Colle
Oxtord, on 16 April 1996, Mahathir informed his audience, *We think
the market economy s a winning formula, We are convinced by it
But, he immediately proceeded o ask, "What is the good of prosperity
which is transient? What is the good of prosperity if in the end we
are going to return to the status quo ant
to be poor and miserable again?’! One should not misunderstand
Mahathir here, He was not lamenting market failures but warning
against human failties. He cantioned that any cconomically successful
¢ good morals and strong ethics (o avoid
ing poor and miserable again’. Fifteen months after Mahathir made
his St Catherine's College speech, the so-called *East Asian financi
crisis’, marked by the severe depreciation of several As 3
did indeed throw some Asian nations ‘back to square one’. This tme,
hir entered an intense ideological and policy batde (o deter-
mine who and what had caused the crisis - East Asian regimes and
their moral imperfections, or the international money market and its
cynical manipulations?

The market consensus, voiced principally by the mainstream w
ern, regional and international medi: attributed the crisis to the Asian
dingiste vegimes” violation of the principles of efficient, that is 1 say

University of

0 be back to square one,

an currenci
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‘free market’, resource allocation and capital deployment. The market
consensus, which aligned with the nco-liberal ‘Washington consen-

', charged that the “East Asian model of development’ was riddled
with the non-transparent business practices of powerful coalitions of
commercial and political interests that encouraged inefficiency,
cronyism, and corruption. In other words, thé ‘tiger cconomies’, made
moribund by a ‘loss of investor confidence’, could only be nursed back
to health on a strict r:gmmn of cconomic reform, market discipline
and good governan

Mahathir, however, attacked the rapacity of wi
traders

su

ern currency
and hedge fund managers (personificd by George Soros) who
had conspired to mount a speculative attack on the Thai baht and
other Asian currencies, thus precipitating wild currency depreciations
and eventual economic collapse in Thailand, Indonesia and South
Korea. More broadly, Mahathir blamed the crisis on the international
money market whose unregulated operations left small and weak
cconomics defenceless against ‘unnecessary, unproductive and immoral’
currency trading.’ Since enormously rich investment funds had sub-
verted the control sovereign nations ought to have over their currencies
and cconomices, it was the international financial system, and not the
Asian regimes, that required stifer regulation and sterner supervision.

The divide between Mahathir and international finance capital
captured to some extent the tensions latent in Mahathir's develop-
wiental programme when it was forced into a confrontation with the
global money market. As was outlined in Chapter 1, Mahathir’s
developmental programme could be regarded cither as a nationalist
project driven by capitalist impulses, or a capitalist project imbued
with nationalist aspirations. By the 1990s, the project had already
advanced along the policy pathways of the NEP, privatization,
Malaysia Incorporated (Malaysia Inc.), the NDP and Vision 2020. In
the process, the project gained a critical resilience from two struc-

tural factors.

The first was a tripartite balance of power — among the state,
foreign c:lpi(u] and domestic capital ~ that maintained a relative
stability in Malaysian political cconomy. The second was a managed
interface of national priorities with changes in the structure of the
global economy that imparted an overall competitive advantage. But
the spreading crisis undercut these wo pxl.lan of political cconomy,
diminished the state’s capacity for ‘governing the market’, to use
Robert Wade’s expression, and gered the continued viability of
the Mahathirist project. No previous recession had exposed the state
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to such a damaging combination of the actual severity of sudden
and drastic currency depreciation, the ideological animosity of neo-
liberalism towards Asian dirigiste regimes, and declining western
empathy with Southeast Asia in the post-Cold War global environment.

To Mahathir’s way of thinking, which utterly abhorred social
disorder, the crisis which began in July 1997 was not only an economic
calamity but virtually a state of anarchy that had arisen from a free
market laid bare to “anarchists waiting to destroy weak countries in
their crusade for open societies, to force us to submit to the dictatorship
of international manipulators™.! But if the currency crisis approximated
anarchy, then contrary to Mahathir’s and the money market’s respective
partisan positions, the malaise arose from internal and exicrnal dis-
orders, as well as the failings of both regimes and the market.

Gambling with Money

What has ‘no heart, soul, conscience, [or] homeland’? The answer
is money, according to a Canadian businessman.” To be precise, it is
capital in three basic forms: foreign dircet investment (FDI), portfolio
investment funds, and international loans. These forms of capital
operated in different ways and with different impacts upon the nations,
cconomies and communitics in whose midst they were 1o be found,
but by the 1990s, all these forms of capital were understood to be
mobile in character, roving in tendency, global in reach, and relentlessly
profit-secking.

In Malaysia's encounters with these types of forcign capital, the
FDI of the multinational corporations was the most welcome. The
FDI, which developed the factories of the export-processing zoncs in

particular, had been relatively long-term and stable, even if some of
the FDI had partially de-industrialized their domestic bases and was
feared to be footloose in foreign locations. The first major wave of
nufacturing FDI came in the 1970s as the state’s NEP objectives

ma
were partially realized within the ‘new international division of
labour’ that arose from changes in the global structure of industrial
production. Another wave of FDI in the late 1980s and carly 1990s
helped lift the cconomy out of its 1985-86 recession into a period of
very high growth.

For Malaysia, international loans used 1o be contracted almost ex-
clusively by the state, but the state appeared 1o have leart from the
Latin American debt crises and its own painful experience of repaying
its post-Plaza Accord inflated yen-denominated loans to reduce its
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dependence on foreign loans as a source of development funding.
Beginning in the 1990s, however, the state’s liberalization of the
domestic financial sector made i i loans more ible to
domestic private sector orrowers, especially big corporate borrowers
involved in privatized megaprojects. The same process of financial
liberalization was impl 1 when the domestic stock market
enjoyed the status of an ‘emerging market’, then favoured by inter-
national fund managers.

Subsequently came an influx of the most mobile form of capital —
the portfolio investment funds. This source of ‘hot moncy’ was
potentially destabilizing because it was speculative and had no
compunction about suddenly entering and exiting financial systems.

Even if the state had rescrvations about this phase in the de-
velopment of financial globalization, the statc hoped to take advantage
of it to expand Malaysia’s capital market. Already, the state was
developing the physical, institutional and statutory infrastructure to
transform Malaysia into a regional financial centre, In 1990, an Inter-
national Offshore ncial Centre was established in Labuan and it
accommodated forcign banks that had been granted offshore banking
licenses by the central bank, Bank Negara Malaysia (BNM). There
were additional plans to establish an International Stock Exchange
and Monctary Exchange in Labuan and to use the International
Offshore Financial Centre to provide expertise in various forms of
Islamic offshore financial products.® There was a growing Private Debt
Securities market dealing in bonds, warrants and notes that called for
the services of another domestic rating agency. By the end of 1996,
the Kuala Lumpur Options and Futures Exchange and the Malaysia
Monctary Exchange were to be operational. As part of a series of
measures of financial liberalization, the country’s single largest fund,
the Employees Provident Fund, traditionally required to invest its
assets with prudence, had already been allowed a greater scope of
participation in the capital market. Stock brokering houses could
operate unit trust funds and a graduated commission system would
offer more competitive brokerage charges, while foreign fund manage-
ment companies could manage 100 per cent of their funds locally. The
Kuala Lumpur Stock Exchange (KLSE) would accept the public listing
of large privatized infrastructural projects. In short, the state planned
to expand, liberalize and upgrade the KLSE’s operations, guidelines
and facilities in order to bring the securities industry ‘o a greater level
of sophistication and professionalism in line with the globalization of
securities trading’.”
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There was a time when Mahathir was not so enamoured with the
splosive growth of an international “paper cconomy’ — decoupled

from the ‘real cconomy’  where money was traded in seemingly
limitless permutations of financial papers, instruments and derivatives
He was particularly anxious about the trade in currency and the
implications of forcign exchange fluctuations on the ics of
developing countries.” But when the Mahathirist economic programme
demanded accelerated growth and larger and larger infusions of
nvestment in different economic sectors, the state’s policies o upgrade
the domestic capital market and tap it for investment funds constituted
culated engagement of the state’s developmental prioritics with
the ‘globalization of sccurities trading’ During the 1990s, some offi-
cial statements hinted at the state’s aspiration for an expanded and
divensificd Kuala Lumpur-based capital market 0 overtake Singapore
ar displace Hong Kong after the British colony’s return to China in
1997. A particularly enthusiastic industry assessment of the money-
making potential in 4 Malaysian capital market foresaw Kuala Lumpur
emerging as "Asia’s Future Wall Street’.?

Whatever the true prospects of Kuala Lumpur's development into
ives of financial liberal-
y market
were likely to benefit a class of domestic conglomerates most of all.
These conglomerates were best positioned to enter the liberalized
of financial services and required funds for their own rapid expansion.

-

an international financial centre, the new initiati

ization that arose from the meeting of the state and the mone

s Malay-owned, non-Malay-owned and
Malay-non-Malay joint-venture entitics  had been groomed within
the framework of Malaysia Inc., the name for Mahathir's plan o create
a post-NEP alliance of the state and national capital. " Malaysia Inc.
was basically an alliance in which Malay capital could play a major
role.! However, the privileged advancement of these domestic con-

The domestic conglomer:

glomerates, which enjoyed prime access o an extensive programme
of privatization, had se

power alignments, and practices of governance that luid the domestic
conditions for the July 1997 crisis in Malaysia.

The Mahathir regime’s original rationale for privatization rested
on curbing public scctor expenditure and dismantling unprofitable
state enterprises in favour of
that had been ideologized as ‘rolling back the frontiers of the state” in
Thatcher’s United Kingdom. But as privatization was ‘entrenched in
the policy matrix', and a Przatization Masterplan was formulated in 1991,
a radical shift of developmental priorities from the public

eral consequences for the cconomic structure,

more eflicient private sector, a rationale

there v
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to the private sector.'? Contrary to the original rationale, the practice
of privatization subsequenty came to include the sale of profitable
state monopolies {in energy and telecommunications, for example), the
award of large infrastructural works (the North-South Highway and
the Bakun Dam being the largest), and the opening of newly com-
mercialized areas of social services (such as health care and tertiary
cducation) to domestic capital. To the extent that more and more
sectors, companies and projects passed into private hands, privatiza-
tion entailed some degree of rulhm; back the frontiers of the state’.
Despite its pro-market justifications, however, Malaysian privati
did not quite operate under market conditions. Huge privatization
projects were awarded without open competition and often without
any tendering process at all.”" Within this tightly controlled situation,
rent-seeking and money politics were rife, as influential coalitions
formed around the domestic conglomerates and powerful politicians
competed to become privatization’s chief beneficiaries.

To be sure, not every conglomerate started out with a privatized
t. Some major corporations had made their name in their chosen
s (while enjoying varying degrees of state patronage) before
becoming candidates for large privatization projects. But now a new
category of politically connected Malay, non-Malay, or inter-cthnic
conglomerates evolved into privileged oligopolies. These conglomerates
did not manufacture for the world market, where success relied on
technological i , research and devel and i
compet {tiveness. Some operated in primary commodity production that
tiveness to colonial times, or in resource-based
industries where local sourcing was an obvious strength. Most of the
conglome:
struction, property and real estate, gaming, tourism, transport, utilities
and selected import-substituting industries. These were
sectors in which state policies, protection and patronage could make
the difference between success and failure. The conglomerates came
egy (though not necessarily
realized in the following order of activity): deal in property and real
estate, build up construction capacity, lobby for infrastructural and
utility works, secure a banking or finance arm or a brokerage licence,
buy up plantations, diversify into tourism, and enter newly privatized
areas like telecommunications and social services. It has been observed
of the ‘contemporary conglomerate style of growth’ that it increasingly
involved ‘mergers, acquisitions and asset-stripping, with scant regard
for relevant experience and expertise’ and that it reflected ‘the greater

could trace its compe:

es congregated in banking, resource exploitation, con-

and servic

to adopt an almost standard business st
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attention to financial accumulation rather than the difficult but
ultimately necessary development of internationally competitive pro-
ductive capacities”."¥ By the 1990, conglomerate after conglomerate
had followed a predictable mode of expansion: having a “flagship’ in
one area, they relicd on corporate takeovers, acquisitions, mergers, or
applications to the state o build up a ‘fleet” of companies. Accordingly,
these conglomerates were turning themselves into ersatz zaibatsu, and
chaehol, respectively the Japanese and South Korean conglomerates
whose suce 50 inspired Mahathir and his idea of a Malaysia
Inc., with the eritical difference that the typical Malaysian conglom-
erate was not known for its productivity, innovation and export
compentiveness — the performance standards imposed by the South
Korean state on its chacbols.

“This Malaysian trend of corporate expansion was frenzied during
the era of high growth. To support their expansion, the conglomerates
drew financial support from two main sources: external borrowings,
and capital raised on the KLSE. At this juncture in the 1990s, the
dalliance between the state and the inter-national money market came
into its own. The liberalization made it casier for the conglomerates
to ruise external loans or internal capital.

Between 1988 and 1990, the private sector’s medium and long-term
external debt stood at just under RM5 billion ( ile 3.1). Thereafier,

Lable 5.1 Malaysia: Ousstanding Private Sector External Debt, 1987-97

Yoar Medium and long-term Short-term debt

debt (RM billion) (RM billion)
1987 9. na.
1988 2,464
1989 3.343
1990 4415
1991

24.203
28.080

973
1997 (June) 38.650
) 61.089

egara, Monthly Statistical Bulletin (January 2002: 123, Table
VL),
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this debt grew at an average annual rate of 33.8 per cent or from
RM§6.723 billion in 1991 to RM38.650 billion in June 1997." Between
1988 and June 1997, the private sector’s external short-term debt also
grew from RM2.464 billion to RM35.681 billion (Table 3.1).

The second major source of funds for corporate expansion was the
KLSE whose growth was one direct result of a deluge of portfolio
investment entering Mala between 1991 and the second quarter
of 1997, the eve of the financial crisis. As Table 3.2 indicates, incom-
ing foreign funds invested in shares and corporate sccurities increased
by more than nine-fold from 1991 to 1996. Just the first two quarters
of 1997 showed portfolio investment receipts of RM69.797 billion.'®
Except for the beginning and end of the period 1991-97, Malaysia
received a net inflow of funds invested in shares and corporate
securities. These capital inflows greatly boosted the KLSE's market
capitalization (Table 3.3) which peaked at RM888.66 billion in Feb-
ruary 1997 (compared with RM131.6 billion in 1990, and RM744.47
billion in June 1997). During the 1990s, the KLSE Composite Index
rose from 506 in 1990 to 644 in 1992, and then almost doubled to
1275 in 1993, before declining to 971 in 1994, and 995 in 1995. In
1996, the Composite Index increased to 1238 before falling to 1077
in June 1997, and a post-crisis low of 545 in November 1997."7

Since the late 19805, there had been reforms of the Malaysian
financial system but these were typically made to liberalize the capital
market, support its growth, and introduce some competition.'® The
new legislation giving Bank Negara broader powers of supervision
(Banking and Financial Institutions Act 1989) and establishing the

\/L Table 3.2 Malaysia: Portfolio Investment in Shares and
Corporate Securitics, 1991-97

Yoor Receipts Payments Net inflow
(RM million)  (RM million) ~ (RM million)
1991 15,524 -1,879
1992 26,481 6,843
1993 92,076 24,667
1994 115,521 14,432
1995 85,642 5,345
1996 120,899 6,691
1997 (10 June) 69,797 78,279 -8,482
1997 (otal) 113,212 138,675 25,463

Source: Bank Negara, Monthly Statistical Bulletin (February 1998: 117).
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Table 3.3 Kuala Lumpur Stock Exchange, Selected Indicators, 1990-97

Composic Tnu N0 N e Nkt

Year - : of listed wSsues capitalization
A e R i) (RMbn)  (RAf b

1990 305.92 29522985 g6495  131.60
1991 556,20 30,097 320 43914 100
1992 61596 51469 369 5 24582
19 87276 413 6 61964
199 326057 478 179 508.85
1995 529 4376
1996 1,237.96 621 159244
1997 B4 08358 708 lmonyy s
Source: Bank Negara, Montily Statistieal Bulltin (February 1998: 6869, 72,

Sceurities Commission in 1993 were attempts at regulation and insti-
tutional reform (especially after the 1986 deposit-taking cooperati
debacle). By and large, however, the conglomerates scaped the scrutiny
and regulation that should have accompanied liberalization. This was
partly because the power of the technocrats and bureaucrats had
been curtailed under Ma nathir's administration. Under the Tun Abdul
Razak government, the technocrats and burcaucrats in such agencies
as Bank Negara, the Treasury, and the Economic Planning Unit, played
key roles in planning, implementation and regulation. Under Hussein
Onu's premicrship, the non-financial private enterprises and stae
cconomic development corporations enjoyed their status as ‘s cial
enterprises”. Even if one were critical of their actual performance and
their ethnically coloured motives, the bureaucrats who regulated capital
under the NEP probably did so with a sion. Under
Malaysia Inc., however, they were instructed 1o cooperate with the
private sector, or more crudely, serve capital (not least, Malay capital)
which, Mahathir was fond of ying, paid the salaries of the civil
service." Thus the power balance between bureaucracy and business
shifted: *With increasing Malay hegemony in the 19705, the role of
the predominandy Malay burcaueracy significantly enhanced, only
{0 IV way 1 an increasingly assertive exeeutive and o more politically
influential rentier business community i the 19805", %

Even if there had been stringent and consistent regulation or good
governance, the burcaue v would not have been ver eflective when
pitted against the growi power of the conglomerates. “This power
was reflected not just in the conglomerates’ multiplying assets, and their

sense of m
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political connections but also the influence they wielded by being part
of several high-level forums (the Malaysian Business Council being the
most important) that instituti ized gover busi consulta-
tions within Maluysia Inc. Certain corporate leaders were reputed to
be particularly influcntial but, on the whole, Malaysia Inc. gave big
business an almost equal footing with government so that, according
to former Deputy Prime Minister Musa Hitam, matters ‘got 1o the
stage when the private sector was dictating terms, telling government
what to do based on their links to leadership.?' The notable exception
in this trend of declining bureaucratic influence over big business was
the Prime Minister himself, who had so centralized, if not personalized,
de king and policy lation that the business circles took
it as a truism that gaining Mahathir’s confidence was a necessary
element of good business practice.
Thus, an intensifying concentration of wealth

Terence Gomez and Jomo K. S. called the *politicized oligopolics™
created various problems: the absence of a strong regime of corporate
governance, lack of transparency in government-business relations, and
rampant rent-seeking behaviour. To these could be added: a persistent
current account deficit, the threat of overheating, the probability of
declining export competitiveness, mounting indebtedness, and an
ct bubble, both in the property sector and the stock
market. This latter set of structural problems was among the primary
reasons initially offered for the speculative attack on the Southeast
Asian currencies in mid-1997.

id power in what

cmerging

iation, D and Di

In hindsight, not even the cynical foresaw that it would fall to the
lot of the international moncy market to show that the Malaysian
nationalist-capitalist project was living on borrowed time and not
just borrowed money. The ‘contagion’ of the ‘East Asian crisis’ that
hailand in July 1997 threatened the viability of that
project from two principal directions. Global market forces, manifest
in a loss of investor confidence among currency traders and fund
managers, drastically depreciated the Malaysian ringgit and greatly
reduced the KLSE's ket capitalization. Moreover, an abrupt end
to almost a decade of high growth compelled the state to confront the
agony of International Monetary Fund (IMFj-type structural adjust-
ment and market reform and the urgency of preserving the Malaysia
Inc.-led project.

began in
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In April 1997, the ringgit eny yed a peak exchange rate of RM2.493
1o USS1. By July 1997 and | anuary 1998, however, the exchange rate
had fallen 1o RM2.636 and RM4.595 10 US$| respectively.” As BNM
reported:

The initial response of BNM to the contagion pressures on the ringgit
arising from the floating of the Thai baht was to intervene in the for-
cign exchange market 1o stabilize the exchange rate. However, the resul
af this intervention was much higher interest rates. The subsequent
actions of BNM showed that it decided to accept the volatility in the
foreign exchange market in order to maintain the stability of domestic
interest rates 2

Having so decided. BNM removed the ringgit's quasi peg to the US
dollar, and the ringgit slid to an av crage July 1997 rate of RM2.636.
Although significant, the scale of depreciation of the ringgit was not
yetalarming and some analysts expected the ringgit to trade between
RM2.70 and RM3.00 t0 USS1.% It was unlikely BNM had a better
alernative. The cost of BNM's “initial response’ to the foreign ex-
change volatility was not just higher interest rates but large losses of
foreign reserves. Any further defence of the ringgit risked depleting
those resenves, as had happened to Thailand’s foreign reserves after
the Thai central bank’s unsuccessful defence of the baht. Parallel to
the ringgit's depreciation, the KLSE's market capitalization fell from
RM806.77 billion to RM375.80 billion between 1996 and 1997 (Table
3.31. primarily because global fund managers were departing the East
Asian region’s ‘submerging markets” to avoid foreign exchange and
share losses.

As the crisis unfolded. those who led the state in Malaysia were
forced to negotiate a new stance vis-a-vis the money market. Their
initial attempts backfired. In August 1997 the KLSE banned the short-
selling of 100 index-linked stocks, hoping to arrest the decline of share
prices. In September, the regime announced it would establish and use
a RM60 billion fund to buy stocks selectively from Malaysian
companics or sharcholders but not from foreigners.® These measures
~ which T Eromomist described as 4 conversion of ‘nasty words [and]
mere bluster ... into cconomic deeds'” — failed. They were swiftly
reversed or modified after share prices plunged, as fund managers who
feared being locked into a falling market dumped their stocks. As one
rcport put i1,

Stunned by the government’s decision o restrict short-selling of the

mdex-linked stocks, imvestors hammered the market w its lowest level in

four years: the compasite index closed at 812.18, down 4.2%. The

Malaysian ringgit abio came under a fresh speculative attack, sinking 10
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2.9020 to the U.S. dollar, its weakest level since the ringgit was officially
floated in 197328

Deputy Prime Minister and Minister of Finance Anwar Ibrahim and
Daim Zainuddin (appointed executive director of the newly established
ational Economic Action Council) then attempted to placate investor
confidence. The 1998 Budget, presented by Anwar in October 1997,
showed fiscal restraint, made budget cuts, and adopted some IMF-type
structural adjustment measures.?” But the budgc( forccast a growth rate
of 7 per cent, which the market considered to be wholly \it

In December, Anwar announced stricter austerity measures that
included lowering the 1998 current account deficit to three per cent
of GNP, cutting the Federal Government's expenditure by eighteen per
cent, reducing the projected 1998 growth rate to between four and
five per cent, and deferring non-strategic projects.® This December
package, akin to an IMF package without the IMF’s intervention,
seemed 1o restore some confidence.!

A month later, the Foreign Investment Committee amended the
corporate takeover rules to permit United Engineers Malaysia to ac-
quire 32.6 per cent of its parent company, Renong Berhad (UMNO’s
holding company), without making a general offer to shareholders.*?
The market's response was to send the ringgit and the KLSE’s
Composite Index to their lowest levels. In March 1998, the national
oil company, Petronas, took control of Malaysian International Ship-
ping Corporation, while the latter acquired the shipping assets and
debts of Konsortium Perkapalan Berhad which was 51 per cent owned
by Mahathir’s son, Mirzan Mahathir. When further plans were
announced to rescue debt-ridden banks and companies, capital flight
hardened into a capital strike: the market would not return if the state,
under Mahathir, could not be disciplined.

It was a mystery to many that Mahathir should have been so
provocative towards the market when he needed above all to soothe
jittery investors with prudent statements and confidence-building
measures, After all, “Malaysia [was], arguably, the strongest among the
latest generation of Asian tigers'™ and its ‘pre-crisis macroeconomic
fundamentals were sound’.** In particular, Tan Tat Wai has shown
that the cconomy had more favourable ‘key characteristics at the onset
of the 1997 crisis than at the start of the 1985-86 recession. He has
argued that ‘*had there been a well managed publicity campaign backed
by specific actions to build domestic and international confidence, there
should have been no massive crosion of confidence’.*”
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The question could be posed more starkly: had Mahathir said and
done the wrong things at the wrong time to convert an orderly
departure of some investors from Malaysia into a resentful retreat of
international capital? At various international forums and in numerous
press statements and interviews, Mahathir elaborated on his criticisms
of the trade in money and the need for an overhaul of the interna-
uonal financial system. He nsisted that states should be permitted to
exercise control over their currencies but he had no illusion that they
could do so without extensive regulation of the global money market.
Mahathir's plea for reform of the international financial system re-
ceved no more than curt dismissals from the IMF and mocking
rebuttals by mainstream western and international media, both of
which chose to interpret the “East Asian meltdown” as a failure of
state economic intenventionism and a confinmation that the market was
ultimately correct.™ But the more Mahathir railed at George Soros,
or condemned western machinations, or censured IMF insensitivities,
or hinted at a Jewish agenda’* or warned that ‘people who sabotage
the economy must be made to pay the price’.™ the more the currency
and shares fell - and the faster was capital’s exit from Malaysia. which
was disastrous for an cconomy that had been chronically dependent
on large infusions of forcign investment.

The monev market suspected that Mahathir's diatribes against a
“frec market” dominated by ‘an international dictatorship of manipu-
lators” were the prelude to the imposition of capital controls in
Malavsia. The harshness of Mahathir's rhetoric and inefiectiveness of
the state’s palicy flip flops paled before the scale and suddenness of
economic collapse in Thailand, I ia and, almost unt bly
South Korea. As these countries were forced to seek the ]\lFs
rescue and submit 10 its “conditionalities”, the IMF, the money market
and economic orthodoxy were adamant that the only solutions to the
aisis were currency floats, higher interest rates, restrained liquidity,
market liberalizanon. (domesuc: finandal sector reform, and good
governance.

In 2 sense. 1t was beside the pomt f Mahathir's words and actions
bardered on msanin* or heralded a reckless collision with the money
market. Any ane of the market's or the IMF's recommended remedies,
stringenth apphed. would have been bitter medicine for the Jeading
Malavsian conglomerates. Taken together, they would have been
faral 10 Malavsia Inc: a free marker would govern a non-interven-
nomst state!
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Rescue, Recapitalization and Reflation

On the whole, the sharp currency and share price falls of 1997-98
spared few, whether they were corporations taking advantage of
cheap loans to expand, businesses dependent on imports, middle-class
punters who had channelled savings into the KLSE, or students
abroad whose state or family-borne expenses were paid for in major
foreign currencies.

“The leading domestic conglomerates scemed destined to collapse
first and spectacularly. They had developed quickly in well protected,
non-tradable scctors yielding predominantly ringgit cash flows but
their expansion had been fuelled by international and domestic bor-
rowings and market capitalization. The crisis left the conglomerates
overexposed to bloated and mostly unhedged external loan repayments.
The KLSE’s severe devaluation reduced their asset values. For the
conglomerates that had relied on the KLSE for corporate mergers and
acquisitions, ‘as the stock market [fell] and finance institutions force[d]
the selling of shares used as collateral, the companies, businesspersons
and finance institutions concerned sufferfed] a permanent destruction
of wealth’.*! The money market's capital flight ruled out a quick
restoration of the conglomerates’ wealth by way of further loans, loan
extensions and a recovery of share prices. Indeed, it has been estimated
that 58 per cent of the companies belonging to ten major !

groups, and 42 per cent of other public listed companies suffered losses
exceeding RM500 million each between 1997 and 1998.% The plight
of the conglomerates and of other businesses affected by contracting
consumer demand, stalled projects and tightening credit — the signs
of an impending recession — imperilled in turn the financial system.
On this issue, BNM offered little relief. BNM had to juggle between
calming market sentiment that affected the national economy heavily
and placating conglomerate interests accustomed to receiving state
protection. BNM was thus caught between trying to boost investor
confidence and having to keep the IMF at bay. Evidently, with the
support of Anwar Ibrahim and Daim Zainuddin, BNM chose to
implement monetary policies and measures to improve corporate gov-
ernance that amounted o an ‘IMF package without the IMF. By early
1998, BNM had limited credit growth, imposed higher statutory
reserve requirements for banking institutions, raised interest rates and
reclassified non-performing loans (NPLs) according to three months
of non-payment instead of six months. Predictably, the percentage of
the banking sector’s NPLs rose from 4.1 per cent in 1997 to 13.6 per
cent in 1998.%* Most directly affected by this change in the basis of
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NPL classification were many of the leading conglomerates, which
faced imminent insolve

Given the state’ .xdm\vmr nts in the past and its ambitions for the
future, it was equally difficult for the state to reorient ¢
planning towards slower growth, lower consumption, and stricter
regulation. The austerity budgets and structural adjustment measures
announced in October and December 1997 had not prevented the
economy from contracting during the first quarter of 1998, The tried
but time-consuming route of inviting FDI to engage in long-term
productive activities could not be of much use in rescuing the economy
from impending disaster. The other route of welcoming FDI from
successfully followed in the late 1980s, was simply out uf
the quuunu Initial hopes of an *Asian solution’ to an ‘Asian cris
by creating an ‘Asian Monetary uml were dashed when Japan could
not assert the regional economic leadership it had been urged to
assume for many years over the opposition of the USA, the IMF and
even China.'* Consequently, Mahathir despaired to know how else to

onomic

testore confidence when market demands, over the course of a yea
had ¢l
cceptance of the IMF's conditionalities, o the forced closures of
al institutions, to the opening up of domestic cor-
ign equity and control, and, ultimately,

iged from a prudent management of cconomic fundamentals
1o
domestic financ
porations to fo

to changes in

government.?

On 1 September 1998, the state demonstrated a desperate resolv
BNM instituted foreign exchange control mechanisms that ended the
free convertibility of the ringgit." The ringgit, which traded at
RM4.0060 to USSI on that day, was pegged at RM3.800 to USS1
the next day. Holders of offshare ringgit accounts were allowed a
month to repatriate their funds to Mala
ringgit could not be or the money market, the most
serious controls were those that prohibited non-resident correspondent
bank:
facilitics, and re:

sia: beginning 1 October, the

aded overseas.

and stock brokering firms from obtaining domestic credit
dents from obtaining ringgit credit fac
non-resident individuals. Non-residents were required to deposit their
ringgit securities with authorized depositories and to hold the proceeds
from the sale of such securitics in external accounts for at le:
year before converting them to foreign currency. BNM insisted that
the controls would curb currency speculation but would not affect the

ilities from

st one

‘general convertibility of current account trans

ctions” and ‘free lows

of direct foreign investment and repatriation of interest, profits and
dividends and capital’.' Had the state not acted, in the words of
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BNM's Acting Governor, to ‘bring the ringgit back into the country',*
the currency would have collapsed. Instead, the capnnl controls halted
the trend of capital flight, if only by trapping remaining foreign funds
for a year, and even reversed the flight, if only by forcing the return
of some offshore ringgit funds. For the time being, the currency peg
ended the volatility of the ringgit and gave domestic businesses and
forcign direct investment a measure of stability by which to plan,
contract and manage.

Mahathir and Daim's political priority was to save strategic
economic sectors and the conglomerates by domestic initiative and
resources: they did not have a more promising remedy. In 1998, the
net capital outflow from Malaysia was RM21.7 billion." And capital
still on strike. When the regime planned to issue new bonds, the
international rating agencies, Moody’s, and Standard and Poor’s,
downgraded Malaysia’s credit worthiness and the plan was abandoned.
“I'hus, the capital controls presaged a policy regime of rescuing local
business, recapitalizing the financial sector, and reflating the economy.”
“T'o that end, the state established three institutions to deal with the
financial system — Danaharta (an ‘asset management company’),
Danamodal (a “special purpose vehicle’) and the Corporate Debt
Restructuring Committee (CDRC). Danaharta took charge of
‘remov|ing] NPLs from the balance sheets of financial institutions’,
thus “frec(ing] the banks from the burden of debts that had prevented
them from providing loans to their customers’.?! In 1999, Danaharta
purchased RM billion in NPLs from banks and financial insti-
tutions. Danamodal recapitalized the financial sector by giving credit
injections totaling RM7.59 billion to some of the leading banks. The
CDRC managed 67 debt-restructuring applications involving RM36.3
billion. The best-k lications were those involving the UMNO-
owned Renong, the state-owned Bank Bumiputra, .md Sime Bank.
Recapitalization largely depended on three sources: public funds
(notably the Employces Provident Fund and Petronas's reserves),
external loans (from Japan and the World Bank) and the international
bonds that were eventually issued by the government and Petronas in
1999. Afier September 1998, BNM increased liquidity and facilitated
bank lending to the corporate sector partly by lowering the banks'
statutory reserve requirements, from 13.5 per cent in February 1998
10 four per cent in September 1998, The base lending rate was
reduced from 12.27 per cent in June 0 6.79 per cent in October. In
September 1998, the classification of NPLs was returned to six months
of non-payment from three months. BNM directed a higher target for
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bank lending and, by offering terms more favourable than those in
xistence in_July 1997, made credit more readily available to support
such key sectors as the automobile industry and the property market.

The capital controls of Scptember 1998 generated a controversy
around the world that has not found and will probably never find a
settled resolution in terms of cconomic theory and analysis. While the
controversy was fresh, proponents of the free market predictably
heaped scorn on the capital controls, Some of them, by citing China
and India’s capital control problems of *burcaucratization and leakages,
leading to corruption and capital flight’, dismissed the controls and
currency peg as being impracticable.”? Others warned that ‘even if
controls on capital outflows can buy time in a short-term panic, it is
time bought at a high long-term price’, and that “even if the controls
are explicitly designed to exclude foreign direct investment, as
Malaysia’s are, history suggests investors shy away nonetheless'.”* In
any case, foreign investors did keep away when Morgan Stanley
pital International removed the KLSE from its index. Celebrated
cconomists, such as Paul Krugman and Joseph Stiglitz, expressed some
support for the capital controls as a temporary solution to the havoc
in the money market. On the other hand, Jomo K. S. disputed the
efficacy of the September 1998 capital controls, even as he maintained
that *capital controls may well be the most acceptable alternative to
the destabilizing cffects of capital flows on inadequately regulated
financial systems characteristic of developing economics’.”! Jomo
contended that the controls were oo late 1o avert the crisis, penalized
‘investors who had shown greater commitment to Malaysia’, and were
ambiguous in their contribution to cconomic recovery.*

Perhaps the most important gains from the capital controls were
political and ideological rather than economic ones. The state’s pro-
gramme of recapitalization, rescue and reflation — implemented behind
what the defenders of the capital controls called an ‘economic shicld’

was at odds with the reforms the money market and international
agencies had demanded of the / ricken regimes. But the
recapitalization, rescue and reflation allowed the economy to avert a
collapse — without IMF intervention. Unexpectedly, therefore, the
capital controls served as a bold example to many different quarters
who rejected any vision of an unfettered moncy market that would
“lock in” neoliberal reforms” and ‘sever the nexus between government
and business that has been so characteristic of East Asian develop-
ment’.?® There were critics of the undemocratic treatment of Anwar,
for example, who nonetheless supported the ‘independence’ of the

Asian crisi
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capital controls. And even if the 1999-2000 economic recovery was
significantly auributable to fortuitous developments ~ chicfly, a region-
wide recovery and an expansion in exports of mainly electronic goods
to the USA — the regional cris had turned, except for Indonesia
where the malaise was at its worst, By late 1999, Malaysia’s trade
surpluses had built up the country’s rescrves and the reflationary
policies had helped to generate sufficient growth to maintain unemploy-
ment at its low pre-crisis levels. Share prices recovered from their lowest
levels of 1998, no doubt supported by domestic institutional funds,
Critically, it was partly this semblance of a return to cconomic
stability (in contrast to the continuing violence and turbulence in
Indonesia which profited no one) that led the state and the market to
negotiate a new compromise. The state had relaxed its capital controls
as carly as in February 1999 1o permit the repatriation of foreign
fi subject 10 a graduated exit tax. The state continued to do so
until essentially only the currency peg remained. This dismantling of
most of the original capital controls, however, did not stop certain
investment funds (notably Templeton) from pointedly staying away
from Malaysia, even after September 1999 when trapped foreign funds
could exit without penalty. Nevertheless, the state was able to return
to the market, albeit aided by the quiet backing of the Japanese
government and burdened with punitive premiums. In late 1999, the
government and Petronas were able to issue their bonds of US§1
billion and US$500 million res pectively in the international moncy
market. In short, and in the interests of conducting business despite
disagreements in principle, the state and the money market reached a
rapprochement — almost ¢ 15 the chiel investment officer of a
foreign company had predicted in September 1998 when he said, ‘In
six months to a year, investors will probably come round to accept-
ing the new rules of the game.”"" A concrete indication of such a
rapprochement was Morgan Stanley Capital International’s re-
incorporation of Malaysia in its index in carly 2000 that paved the
way for fund managers to re-enter the KLSE, An ideological sign of
the state-market compromise supplied by the Asian Wall Street
joled Mahathir: ‘Now that
the pressure of the Asian crisis has abated, it's time (o declare victory
and rejoin the global economy.’
There was another plausible reason for the state-market rap-
prochement. The imposition of capital controls was not merely a choice
of the most effective way to contain a crisis of regional, if not global,
capitalism but a desperate move guided by sheer political intuition.

actl
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Wt ax harried political caleulations went, Mahathir's move was made
wider global civumstances that were not entirely unfavourable.

As the 1997 vrias worsened, the orthodoxy of the money market
was discivdited, even by supporters of global capitalism, as the self-
wrving dogma of an IME- Treasun-Wall Street Complex”.™ or “a
Phom: Washington consensus ' and by Jaseph Stiglitz. whose crinasms
of e INE B o bas deparmue from the Wordd Bank. Across Asa. o
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Generally the state’s technocrats in BNM, with Anwar’s backing,
searched for economistic solutions o the crisis. Others performing
regulatory functions, in the Securities Commision, for example, wanted
to make good corporate governance a reality. Together, the technocrats
and regulators hoped to restore investor confidence in the Malaysian
financial and sccurities market. Small businesses were more prepared
to be critical of Mahathir and big business for the economic disaster. 5
In particular, small Malay businesses having ties to UMNO, who had
been hurt by the market conditions, and given no assurance of pro-
tection, were not indiffe 10 arguments opposing the state use of
public funds to bail out selected conglomerates, At least part of both
the Malay and non-Malay middle-classes were offended by the lack
of accountability in privatization, the rentier; and money politics
rampant under Malaysia Inc., and Mahathir's refusal 1o admit any gov-
ermment failure. Yet others were quite alarmed. Not only did Mahathir
appear 1o be rather irrational in the face of the market’s turmoil, he
wits rumoured to be considering declaring 2 state of emergency to
deal with the crisis and threats 10 the national economy. The more
disillusioned. or even the more sclf-confident, among those sceptical
of Mahathir's rhetoric and stances, might even have thought that only
the IMF's intervention, or 2 full blag of gobalization, could really
deanse the Malaysian political economy of its s %

In this situation. BNM's role became qrucial when its assessment
of the erisic and its views on crisic management placed the senior
technocrats at odds with Mzhathir. At the beaght of the crisis, Mahathir
had said derisivelv: “Hoping for market forces o create a stable
-Wm‘m‘hangc‘lmﬂcﬁmmdmmklhm
3 doing nothing and leaving everything 1o fate”® As the Mimister of
Finance. Anwar Ibrahim d&id not imxz:dlo&nmhingu’kz\vlhth
10 fate but Anwar scemed more willng 10 rus manters 1o BNM's
fnance technoaany. In its 4wl Report 1997, the last BNM report
ssued when Amwar was sl the Miniser of Frmance, BNM explained
TS anempt tommz;rd:rimcxd’smgrmgmdlaju}yl%hhx

Smce 2 central hank i an apes econom camon semkancondy deer-
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valatility on the national cconomy and domestic businesses. BNM itself
had suffered unspecified foreign exchange losses in its initial defence
of the ringgit. Subsequently, the BNM's ‘balance in judgement’ was
anchored in a conservative accepance of ‘the volatility of financial
prices as an unavoidable outcome of the ‘growing global integration
of both the financial markets, as well as the real cconomy’, Logically,
BNM argued:

It does not imply that volatility of interest and exchange rates due to
external shocks should be avoided through economic isolation or capital
controls. Rather, there is a general recognition that sound domestic
cconomic management is an important element in reducing the

associated with this volatility.

Looking back, it is clear that BNM had addressed the key issues
of crisis management with a cautiously detached tone and a profe
sional stance that could have formed an eminently useful counterpoint
to Mahathir’s florid charges, For all that, the senior BNM technocrats
carned not Mahathir's gratitude but his wrath! When the external
volatility grew wilder and domestic interest rates were driven up,
Mahathir demanded what BNM's cconomic orthodoxy could not de-
liver, that is, stable foreign exchange and low interest rates, And while
Mahathir strictions to place on speculation, BNM
remained very much concerned with improving investor confidence and
imposing good governance:

t around for re

Greater transparency in policy-making can also remove much of the
uncertainty that is associated with private decision-making. A government

that has clear objectives and shows a commitment to achicving those
70

objectives carns credibility.
To that degree, BNM's cconomistic stance was touchingly innocent,
if politically naive because, rightly or wrongly, BNM’s views could less
and less be distinguished from those of the IMF and the money market.
Ominously, BNM’s stricter regulation of the financia
of tighter liquidity, higher statutory reserve requirements, limited credit
growth and more stringent classification of NPLs — began to resemble
a harsh IMF prescription that would have a dire impact on shady
es. Previous experiences of banking
collapses, loan scandals and financial crises in Malaysia had revealed
that domestic banks and finance companics were not above making
normous loans on dubious grounds o powerful individuals and com-
panics. For the international mass media, chiefly the financial press,
the swift collapse of Bank Bumiputera and Sime Bank was strong

sector — by way

is as well as legitimate busing
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evidence of a repeat of past experiences. It was symptomatic of the
uncertainty of the times and lack of accurate knowledge of such ‘shady
loans™ that even post-1999 official figures on NPLs were inconsistent,
Hence, unofficial but seemingly rising estimates of NPLs — likely to
been influenced by the scale of financial collapse in Thailand,
Indonesia and South Korea — coloured media and business perceptions
of the health of the financial sector in Malaysia, On the one hand, it
was certain that the BNM's stricter reclassification of NPLS would
saddle lenders and borrowers with more bad loans. On the other hand,
ceven legitimate businesses untainted by dubious practices had been
buficted for a year by market volatilic they could have no use for the
BNM's brand of *sound domestic cconomic management’ if that
elfectively meant a credit squeeze, possible loan recalls and eventual
recession. For example, a conservative cconomist turned banker, who
was critical of the ‘anti-market pronouncements, an unwillingness to
consider a market solution and conflicting statements on megaprojects
(that] aggravated the crisis’, concluded that the BNM’s pre-September
1998 “imposition of a regime of stringent credit control led to an over-
il A former BNM economist turned steel manufacturer who dis-
approved of the ‘severe disagreements within the government on how
to handle the crisis’, argued that the “initial drive to emulate the
International Monetary Fund policies, and especially the two-pronged
attack to cut expenditure and force an immediate contraction of loans,
greatly worsened the crisis’, 2

“The two views noted above were not those of the regime’s so-called
cronics although the views reflected the relief that most businesses
gained from the currency peg, recapitalization and reflation, and were
congruent with those of the Mahathir camp. Mahathir’s interpretation
of the origins of the crisis as well as his management policies were
obviously crucial to the survival of the conglomerates. But Mahathir's
insistence on providing assistance to business in general was welcome
to other big domestic business interests and other social groupings. Of
this last category, some were being ‘patriotic’ while others were being
‘realistic’. The 1 ates, other establish nesses, (those
prominent in the various Chambers of Commerce, for example), and
‘patriotic’ social groups baulked at the prospect of any IMF
intervention or further liberalization for fear of an ev ntual transfer
of local corporate assets to forcign purchasers. The businesses saw in
credit loosening, a lower interest rate regime, and even asset sales
short of a transfer of control to foreign hands, the means to help them
weather the economic crisis.™ Others, roused to reduce imports and
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But, & Mahathir’s move was made
under global circumstance
As the 1997 crisis worsened, the orthodoxy of the money market
was discredited, even by supporters of global capitalism, as the self-
serving dogma ol an ‘IMF-Treasury-Wall Street Complex’,”
phony Washington consensus’,* and by Joseph Stiglitz, whose critic
of the IMF led to his departure from the World Bank. Across Asia, if
not the world, IMF intervention became synonymous with arrogance
and failure. In 1998, morcover, the sudden currency depreciation in
Russia, South Africa, and Latin America were openly blamed on
contagion from the dise round the time
Mahathir's capital controls were impo: “ast Asian linancial crisis
was unabated, the Indonesian cconomy and politics were in turmoil,
Russia had defaulted on its external debt, Hong Kong defended its
gurrency peg and its stock market, while China and T u\mn .:ppmnd
ia had
ian model of development. This was

harried political calculations went,
s that were not entirely unfavourable.

emplary in their maintenance of currency controls.® Mala
mplified the
ause Malaysia had not reached the heights of late industrial-
and partly because Malaysia's
xperienced by the
emed

never ¢
partly bee
ization, unlike South Korea or Taiwan
class and ethnic complexities were unlike those
other Asian NICs, To some degree, however, East Asian states
to hedge their bets on the Malaysian experiment: not many would
openly defend it, but not all wished it ill.

‘Call me a heretic’, or ‘a pariah, if you like, said Mahathir," but
he had seized upon a regional resentment at a Western-dominated
money market to speak for G

sian economic nationalism.

Bringing the Crisis Home

‘Why', it has been asked, ‘would a comparatively small cconomy
like Malaysia risk incurring the wrath ol influential external actors like
the International Monctary Fund (IMF) or the increasingly powerful
financial markets?™ The preceding discussion suggested an answer
grounded in the imperatives of a nationalist-capitalist project that took
refuge in temporary and partial withdrawal from the international
money market when the state could no longer meet the market on the
latter’s terms. But a fuller answer must go beyond a state-versus-market
mumuw because the imposition of capital controls brought to a head
policy disagreements between a loosely formed ‘Anwar Ibrahim Lamp
and an equally roughly defined *Mahathir camp’ that had been sim-
mering for about a y
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Generally the state’s technocrats in BN with Anwar’s backing,
searched for economistic solutions to the crisi Others performing
regulatory functions, in the Securities Commision, for example, wanted
to mitke good corporate governance a reality. Together, the technocrats
and regulators hoped to restore investor confidence in the Malaysian
linancial and securitics market, Small businesses were more prepared
to be critical of Mahathir and big business for the cconomic disaster.
In particular, small Malay businesses having ties to UMNO, who had
been hurt by the market conditions, and given no assurance of pro-
tection, were not indiflerent to arguments opposing the state use of
public funds to bail out selected conglomerates. At least part of both
the Malay and non-Malay middle-classes were offended by the lack
ol accountability in privatization, the rentic sm and money politics
rampant under Malaysia Inc., and Mahathir's refusal to admit any gov-
crnment failur “re quite alarmed. Not only did Mahathir
appear to be rather irrational in the face of the market’s turmoil, he
w

s rumoured 1o be considering declaring a state of emergency to
deal with the crisis and threats to the national cconomy. The more
disillusioned, or even the more self-confident, among those sceptical
of Mahathir's rhetoric and stances, might even have thought that only
the IMF's intervention, or a full blast of globalization, could really
cleanse the Malaysian political cconomy of its ills®

In this situation, BNALs role became crucial when its assessment
ol the crisis and its views on crisis management placed the senior
technocrats at odds with Mahathir. At the height of the crisis, Mahathir
had s vely: *Hoping for market forces to create a stable
currency exchange, a stable economy and stable politics is the same
a5 doing nothing and leaving everything to fate’” As the Minister of
Finance, Anwar Ibrahim did not intend to do nothing or leave th ngs
to fate but Anwar seemed more willing (o trust matters to BNM’s
finance technocracy. In its Anmual Report 1997, the last BNM report
issued when Anwar was still the Minister of Finance, BNM explained
ils attempt to manage the foreign exchange regime after July 1997 thus:

Since a central bauk in an open cconomy cannot simultancously deter-
mine both the exchange rate and domestic interest rates, attempts to
stabilize the exchange rate will transfer the volatility to domestic interest
rates. Therein lies the challenge for monctary policy. A balance in
judgement is required to limit the volatility in the exchange rate or in
domestic interest rates.5%

No policy-maker or senior advisor in government in 1997-98 could
have remained unperturbed by the pressures of forcign exchange
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volaality on the natonal economy and domestic businesses, BNM itsell
had suffered unspecified toreign exchange losses in its nitial defence
of the nngmt. Subsequenty, the BNM's “balance in judgement’ was
anchored - a conservative acceptance of ‘the volatility of financial
prices” as an unavoidable outcome of the “growing global integration
of both the financial markets, as well as the real economy’. Logically,
BNM argued:

It does not imply that volatility of interest and exchange rates due 10
external shocks should be avoided through economic isolation or capital
controls. Rather, there is a general recognition that sound domestic
cconomic management is an important clement in reducing the risks
associated with this volality. ™

Looking bac r that BNM had addressed the key issues
of crisis management with a cautiously detached tone and a profes-
cional stance that could have formed an eminently useful counterpoint
to Mahathir’s florid charges. For all that, the senior BNM technocrats
earned not Mahathir's gratitude but his wrath! When the external
volatility grew wilder and domestic interest rates were driven up,
Mahathir demanded what BNM’s cconomic orthodoxy could not de-
liver, that is, stable forcign exchange and low interest rates. And while
Mahathir cast around for restrictions to place on speculation, BNN
very much concerned with improving investor confidence and

remairn

imposing good governanc
Greater transparency in policy-making can also remove much of the
uncertainty that is associated with private decision-making. A government
that has clear objectives and shows a commitment 0 achicving those

objectives carns crodibiliy

To that degree, BNM's cconomistic stance was touchingly innocent,
if politically naive becauw:
and less be distinguished from those of the IMF and the money market.
Ominously, BNM's stricter regulation of the financial sector — by way
of tighter liquidity, higher statutory reserve requirements, limited
growth and more stringent classification of NPLs - began o resemble
a bansh IMF prescription: that would have a dire impact on shady
well an legitimate businesses. Previous experiences of banking
collapmen, Joan scandals and financial erises e Malaysiahad revealed
that domestic hanks and finance companies were not above making

e, rightly or wrongly, BNM's views could less

redit

Jorians

cunmmions loans on dubions grounds o powerful individuals and com-
panies. For the intemational wass media, chiefly the financial press,
e swilt callapne of Bank Bumiputers and Sime Bank was stroug
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dence of a repeat of past experiences. It was symptomatic of the
uncertainty of the times and lack of accurate knowledge of such “shady
loans’ that even post-1999 official figures on NPLs were inconsistent.
Hence, unofficial but seemingly rising estimates of NPLs ~ fikely 1o
have been influenced by the scale of financial collapse in Thailand,
Indonesia and South Korea — coloured media and business perceptions
of the health of the financial sector in Malaysia. On the one hand, &t
was certain that the BNM's stricter reclassification of NPLS would
saddle lenders and borrowers with more bad loans. On the other hand,
even legitimate businesses untainted by dubious practices had been
bulleted for a year by market volatility; they could have no use for the
BNM’s brand of ‘sound domestic economic management’ if that
f ant a credit squeeze, possible loan recalls and eventual
recession. For example, a conservative economist turned banker, who
was critical of the ‘anti-market pronouncements, an unwillingness to
consider a market solution and conflicting statements on megaprojects
[that] aggravated the crisis’, concluded that the BNM's pre-September
1998 “imposition of a regime of stringent credit control led to 2n over-
kill.’h A former BNM « ist turned steel fa who dis-
approved of the severe disagreements within the government on how
to handle the crisis’, argued that the ‘initial drive to emulate the
International Monctary Fund policies, and especially the two-pronged
attack to cut expenditure and force an immediate contraction of loans,
greatly worsened the crisis’,

The two views noted above were not those of the regime’s so-called
cronies although the views reflected the relief that most businesses
gained from the currency peg, recapitalization and reflation, and were
congruent with those of the Mahathir camp. Mahathir's interpretation
of the origins of the crisis as well as his management policies were
obviously crucial to the survival of the conglomerates. But Mahathir's
insistence on providing assistance to business in general was welcome
to other big domestic business interests and other social groupings. OF
this last category, some were being ‘patriotic’” while others were being
‘realistic’. The conglomerates, other established businesses, (thase
prominent in the various Chambers of Commerce, tor example), and
‘patriotic’ social groups baulked at the prospect of any IMF
intervention or further liberalization for fear of an eventual tanster
of local corporte assets to foreign purchasers. The businesses saw in
credit loosening, a lower inter

U rate regime, and even asset sales
short of a transter of control 1o foreign hands, the means to help them
weather the economic crisiv” Others, rouwsed o teduce imports and
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“buy Malaysia®, did not necessarily embrace Mahathi
theory of the crisis but the unsatisfactory experiences of Thailand,
Indonesia and South Korea would have alerted them to the danges
posed by the IMFs conditionalities, As such, home grown alternati
to the transfers of domestic equity to foreigners were o be preferred,
including tapping the resources of the rare cashorich corporations in
the name of *national service’, selling non-Malays a part of Malay
equity, and, for that matter, using public funds, such as the Employees
Provident Fund.

No one. of course, expre
for any

s conspiracy

d as much contempt as Mahathir did
dvice about *following the IMF prescription” closely

10 we were 1w follow the IMF any closer, we would bankrupt all of our
companics. IFyou look at all the companics in the countries with the IMF,
techuically they are bankrupt. What the IMF wants us t0 do i to increase
the interest rates, 10 reduce credit, to increase tases. Now all three of
uld bankrupt our companics. When you reduce the
currency by 50% and the share prices by more than 50%, then all of the
companies find they cannot pa

these

things w

their debts, because they borrowed using
their shares as collateral, on the basis of 80% of the value of the share.
Now the fall in shares has made the borrowing much bigger and they
have 10 top up. Now how do you top up in a siwration when the ecanon
s ot doing well? It is never easy to top up. If you cannot 10p up, our
regulations say you will be considered 1o have a non-performing loan
after six months — the IMF says o, it must be three months, By in
three months they cannot pay. But if we do not follow the IMF, the result
will be a los in confidence and down goes the currency. So we have 10
follow. The result is a lot of loans that would not be non-performing
become so. And once they become non-performing, compaes cannot
borrow. And when they cannot borrow, they cannot do busin
get worse. ¥

s and we

The divergence in views between the executive and its senior tec no-
crats was overshadowed by disagreements among those who led the
state. The disagreements led 1o policy skirmishes that were not ini-
tially portentous but they consigned Mahathir and Anwar to opposite
ends. For example, Mahathir bitterly criticized the IMF, but Any
maintained that *"We have an excellent rapport with IMF officials
ilthough he added, *and they have said that Malaysia docs not need
an IMF rescue’)™ Mahathir directed the use of state funds to rescue
several prominent conglomerates he considered blameless in their near
collapse. Anwar (with Daim's support sometimes) expressed his
ion to bailouts and reassured the market:
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nt more transparency. We want o emphasize corporate
We will put our foot down and punish those who break the rules.
Irrespective of the profile or connections of corporate players, if they break
the rules, they won't go unpunished.”
Mabhathir ordered changes o the KLSE rules to protect local interests
and punish foreign speculators; Anwar reinstated the rules, only to
have Mahathir overturn his reinstatement! Whereas Mahathir wanted
to discipline the market and angrily threatened to curtail trade in the
i . Anwar sought to pacify market sentiment: ‘We will have to
convinee investors that we need them. 1 think we should be in the
league \\uh the international system and its commitment 1o further
liberalize. There’s no question of a reversal of public policy.”” So niany
mldmun,.l examples of ‘policy debates at the top of government’
abounded that snml' foreign observers described the situation as a
‘policy gridloc
Neverthel lr.\.\, one should not overstate the divide in policy-making
the way that Mahathir, Daim, the National Economic Action Council
and other regime spokespeople did, by conveniently blaming only
Anwar and B\’\I for “the wrong turns taken during the initial stage
of the crisis”™ and indeed for ‘sabotage’.
“There are many reasons to be sceptical of such a one-

ided account
of Anwar’s culpability in the deterioration of the economic situation, and
1o be wary of "Mahathir's historical revisionism’, as Jomo K. S. dubbed
the post-September 1998 attack on Anwar's economic management 2!
First, those “wrong turns” had been clarified by Anwar in Decem-
ber 1997 10 be “neither mine nor Dr Mahathir's [but] the collective
decision of the cabinet’ ™ Anwar repeated in mid-January 1998: 1
categorically make clear that these measures are endorsed by the
Cabinet and we will continue (o support the liberal regime.™ It may
have been in Anwar's interest to claim the Cabinet’s collective respon-
sibility for policics that could scal the fate of the national cconomy
but then neither Mahathir nor Daim, nor any other Cabinet minister
demurred when Anwar made his claim.

Sccond, there was never a formulaic or lincar path of progress
towards a resolution of the crisis, barring the much criticized IMFs
‘one size fits all” approach. The scarch for an effective end to the crisis
yiclded unwieldy, unworkable or unpopular proposals. OF thes
perhaps the strangest proposal made to the National Economic Action
Council was Mahathir's:

to increase the income of everybody and raise the prices of everything
in order to neutralize the devaluation.




Beyond Mahathir 62

I the value of the currency fell by 100 per cent in terms of exchange
rate then we raise income by 100 per cent. This would result in the
purchasing power remaining the same, %
Mahathir later admitted that the NEAC immediately rejected his
recommendation, though he then made a virtue of his error, The
search was torturous and required policy reversals along the way.
Thus, Jomo K. S. has suggested that ‘as Mahathi. policy initiatives
and rhetoric caused the sin ion to deteriorate, Anwar became more
receptive to the community and business media, and 1o foreign,
including IMF, policy advice’ for which “Amwar s “strongly, but
quictly supported by many other government offics 5% Hence,
although “Anwar approved of the tighter fiscal and] monetary policies
from late 1997, in line with market expectations as much as IMF
tecommendations', Anwar by mid-1998 way looking to us
spending and reflationary measures 1o offset the advere impa
October and December 1997 austerity programmes.®

As the crisis was prolonged, the sute faced unpalatable policy
choices. Not conceding to market demands for ‘reform’ would invite
a capital strike until ‘market forces are at last being allowed to work' #
Acceding to radical reform and full liberalization might mean ‘the total
opening of national capital markets’ and a ‘resulting predatory rush
to take over absurdly depreciated assets’, # Mahathir asked, “Why do
We raise interest rates - and we have raised interest rates — why do we
squeeze credit?” and he himself answered, *Because we are frightened ™

of offending the IMF and the money market, he meant. There was
an element of truth o that. When the crisis began, the consensus wa
that while the Malaysian cconomy and its financial system were in
need of structural reforms, they were sound compared 1o Thailand's
and Indonesia’s, Even Mahathir's market crities believed so, as implied
in their complaint that Malaysia’s basic problem was a self inflicted
crosion of investor confidence brought about by Mahathir's bluster and
interventions that alarmed investors. One line of criticism argued,
ically, that Mahathir could afford 10 be ‘reckless .. because, afier
pore, Malaysia has Southeast Asia’s strongest banks. Balance
sheets are firm, non performing loans arc low, and (he quality of bank-
ing supervision is at least a notch above the regional norm’® Iy that
was the case, and the IMF concurred by ruling out any need to rescue
Malaysia, then, rationally, one thrust of dam
Mahathi from becoming a ‘menace 1o his owy, country’, o use Soros's
words.™ It fell to Anwar's lot 10 for Mahathir’s

with ‘clarifications’, ‘reassuranc and ‘spin-doctoring’. It was BNMs

public
ct of the

£e control was to prevent
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task to institute confidence-building measures to placate a market that
refused to believe that its own failures had greatly contributed to the
crisis. Mahathir might been right in implying that Anwar and
the BNM technocrats were ‘frightened” into imposing tighter monetary
policies and stricter prudential standards. If so, the accusation was
perhaps exoneration itself: Anwar and BNM were not the IMF’s
stooges, but they strove to keep the IMF at bay by consolidating the
financial system, while hoping that its ‘stronger fundamentals’ would
allow Malaysia to escape the fate of other economies. One can specu-
late that the senior technocrats especially were unprepared through a
blend of circumstances, personal temperaments and institutional
conservatism to contemplate ‘economic isolation and capital controls’
as a viable solution for an “open cconomy’. Tragically, for these tech-
nocrats, a faith in the fundamentals of theory, as Heikki Patomiki
lucidly observed, entailed a form of denial

Indeed, with hindsight and a firm commiunent to orthodox theory, it is
always possible 1o find a varicty of arbitrary explanations or a list of
deviations from the sound free market principles. “The fundamentals
were, after all, wrong, even if we did not see it beforehand.’ Perhaps there
were hidden problems in the balance of payments or exchange. Perhaps
political compromises between different nationalitics within the state
meant that parts of the economy were over-subsidized. Perhaps capitalism
in those countries was ‘crony’, meaning that some firms and banks were
favoured over others. Perhaps there was also straightforward corruption.
Or perhaps the state was, afier all, involved t00 much in crucial invest-
ment decisions and everyday practices of banks and firms. The rate of
taxation might have been o high as well. Or it may be that there were
underlying weaknesses in the state budget, even though they went
unmoticed for a long time. Or perhaps there were weaknesses in the way
the state had liberalized its trade or financial markets.%

Should one have called upon the senior BNM technocrats, who were
raised in cconomic orthodoxy and in the past praised for fiscal and
monetary conservatism, to abandon the well-tried tenets of central
banking?

Matters were different for a politi
nd refising, at critical moments, 1o abide by existing rules. During
the years of rapid economic growth, Mahathir was widely applauded
for his role in industrializing and modern izing the economy. Yet his
cconomic ideas, being a syneretic mix of modernization theory, struc-
turalist arguments, conservative dependency theory, “Third Worldism'
and ‘looking East' for lessons in late industrialization, were never clearly

ian used 1o setting his own cours
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defined or developed. By the 19905, N nathir was stubbornly clinging
to an East Asian model that privileged the role of st te-supported
conglomerates. Faced with disaster, Mahathir relied on the clarity and
flexibility of true desperation. He had no orthodoxy to defend, only
s 10 protect. He had no theories to prove, only 4 project to
And, if it needed saying at all, he had his career and
Feputation to save. Capital controls tied to fixed exchange rates were
the norm of the international financial system hefore the United
States abandoned the Breton Woads arangement. Could capital
controls now end East Asia’s currency turmoil and stabilize its financial
systems? In 1997-98, no one genuinely knew the answer, as may be
inferred from the Bank for International Settlements’s cquivocal
response to Malaysia's capital controls:

Malaysia's recourse to capital controls has given further impetus 1o the
debate on whether full-scale capital accoun liberalization is premature for
MOst emerging market economics. In particular, support has grown in
recent years for measures 1o slow the inflow of short-term capital undl
markets, institutions and regulatory frameworks have been sufficiently
strengthened. Measures 1o contain capital inflows, such as reserve
requirements which tax shorter-term inflows more heavily, can be useful
16 carcfully desiged, they may help avoid domestic lending boom and
the auset price bubble which is ofien associated with it, while allowing o
libetal attitude 10 be maintained towards longer-term inflows such as
foreign direct investment

Much less acceptance has been won for the imposition of controls on
capital outllows, in particular where o more liberal regime s already in
place. A frequent angument in favour of such contras & that they can give
the authorities the necessary room 10 formulate and implement adjustment
Programmes that. could help restore investor confidence. The counter-
areument is that cantrols can also be abused, either tn maintain an
inappropriate policy stance for 100 long, or 10 delay the restructuring of
& weak financial sector. Moreover, the effectiveness of capital controls on
oudllows declines as Joopholes are found and exploited. To plug them, a
Process is often set in motion of ever more complex and broad-rangiug
controls, 1o the point where useful cconomic activity may be severcly
damaged. Another counterproductive aspect s that the introduction of
controls on outllows may send a negative signal discouraging capital
inflows at a critical moment. If this loss of confidence affects neighbour-
ing cconomies that have similar problems (but have abstained from
restrictions). capital controls in one country could be particularly harmful
o others. Finally, the potential loss of confidence an] policy credibility
which controls on outllows could entail is likely 10 raise the cost of inter-
national borrowing for much longer than Just the duration of the crisis, %!
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To put it differenty, opposing positions on the desirability of capital
controls, when they were not dictated by vested interests, were based
on unproven theory, sentiments and sheer conjecture. Neo-liberal and
money market voices were apt to disparage the practicality of capital
controls, when in fact they opposcd the controls as a symbolic or real
hindrance to a ‘free’ global money market. In that, they failed to
anticipate that, when forced, Mahathir would have the courage of his
conviction 1o take a potentially deadly political ris

July 1997 was & time of crisis for global capitalism, of speculative
currency trading, and even of *East Asian’ ways of conducting business,
In Malaysia, the crisis was above all a malaise of Malays
the domestic conglomerates that suffered near demis y
first collision with global forces. Mahathir persisted in depicting the
conglomerates as good and well managed companies sabotaged by
immoral manipulators. Such a defence strained public credibility since
nothing was said about how Malysia Inc.s predilection for forcign
funds, which the conglomerates indulged and the state facilitated,
smacked of corporate adventurism and incompetent management. As
conglomerate after conglomerate became insolvent, it became appa
that the claims of the new Malaysian capital — Malay and non-Malay

0 being able to hold their own in the world cconomy were hollow.
One did not have to be a market fundamentalist (then or now) to
believe charges that the state’s principal measures of crisis manage-
ment had been aimed at rescuing key conglomerates belonging to
UMNO or the regime’s so-called ‘cronies’. Who could not sce that the
conglomerates possessed not a visionary but a self-serving ‘cconomic
nationalism'> While the conglomerates prospered, they presented
themselves as the paragons of the virtes of privatization. When the
conglomerates were mired in debt, they were not above socializing their
losses.*" If the conglomerates who had not quite lived by the market
k, Malaysia Inc. had to erect

were not to die by the market, so to sp
shield".

In so doing, Mahathir signalled that neither he nor Malaysia Inc.
could be the flag bearer of capitalist rationalization in Malaysia any
longer. The early Mahathir regime, with its *2M administration’ (so
named after Mahathir and his deputy, Musa Hitam), embodied an
impetus towards modernization and rationalization. Later the
Mahathir-Daim combination firmly imposed fiscal discipline and
privatization upon the bureaucracy and its public enterprises that were
extensively and too often unprofitably involved in business. The high
point of this push towards capitalist rationalization came in 1986 when

its ‘cconomi
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Mabhathir bobdh suspendad the NEP restructuring requirements and
relavad the condibons for foreign direct investment, Subsequently came
the moves. overseen by the inance ministries of Daim and then Anwar
Torahim. w bberalize and upgrade the financial system “in line with
the ghobabizanon of secunities trading”. In their time, each of those sets
of measures — burcaueratic reform, privatization, and liberalization
was a sgmificant departure from existing policies. After July 1997,
Bowever, Mahathir, in detecting only the dastardly hand of the
curreney speculator, failed to respond to fundamental shifts in the
Shobal cvonomy that held grave implications for the viability of the
Exe Acan model of capitalism and for Malaysia Inc. itself,

However polincally mothvated it might have been, the soon-to-be
doomed Anwar camp briefly supplied the drive towards further
reuonalzation. On 27 August 1998, the BNM Governor, Ahmad
Mohd Don. and his deputy, Fong Weng Phak, persisting in their
oppesition to the capital controls, resigned their positions. On 2
September. Mahathir dismissed Anwar from all the latter’s posts in
government. Anwar's dismissal demonstrated that there would be no
more concession to the pro-market reforms that accorded with the
obal money markets ideas for revitalizing the crisis-stricken Asian
economues. Instead Mahathir, Daim and the NEAC, the remaining
M technocrats, and the newly established crisis management
wehicles braced themselves to implement programmes of rescuc, re-
czpitalization and reflation. Before and even after this resort to
‘eeomommic solation and capital controls’, the options that were implicit
= the earlier policy skirmishes did not merely involve a choice between
zdoprng IMF-styled structural adjustment and market-dictated
goremance, or allowing key economic sectors and strategic businesses
w0 collapne. There was at least the basic option of tying specific rescuc
phamn, baiout measures and reflationary policies 1o a strict restructuring
oA the polincally linked conglomerates. Subsequently, Danaharta,
Dianasnedal and CDRC reseued such conglomerates and res
thes equity shascholdings. But, whereas there was some corporate
srstructuring of big businesses after September 1998,

tructured

the repratrd bailente of the Renong group, the purchase of Malaysian
Adelinrs shases from s triajor sharcholders w0 dooble the then prevailing
stwatet priee [andd] the teh el mll, Perwaja, fail ... have

teens beld as clear llustrations of Malaysia's will 10 protect failing
"

i ter bt thee

tasstiesses a1 atry cont,

Oy a snemthy inites the npesition of capital controly, Malathir said
theat “the greddessy of 5L sl the Biuieliny ey wi initiated Largely
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by BNM's attempt o please the IMF and thist "with the exchiange
controly and a return o 4 more sensible financial regime, the prokiess
of NPLs been mitigated' ™ In other words, the post-Sepesobes
1998 controls and the reflationary programmes were o
committed to fundamental reform of mismanaged cmgaonnesates znd
0 loosening their grip on Malaysian political v. With continaed
protection, the alliance between the state and the conglomerzus
survived but Malaysia Inc. was finished as the code for capialin
rationalization. As the Mahathir regime claimed credit for having
reversed ‘the wrong turns taken during the initial stage of the criss’,
it was obvious that Anwar had replaced Soros and the IMF 25 the
scapegoat for all that was wrong with Malaysian politicel econorm
before September 1998.

And so, as it had happened during the late 19805, &t happened =
September 1998: cconomic crisis precipitated political bauie. Thas
time, Anwar’s sacrifice at the altar of capital controls ket Joose wha
Mahathir unsurprisingly called “anarchy’. Others named & Rgirmes
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Question: Are these allegations directed at Datuk Seri Anwar Thrahim?
Anstcer: Yes ... apparently becaune prople think that he is likely gring
[sic) 10 succeed me. An attempt is being made o paine him black w0
that he won't succeed. That's all.
Question: You are saying that this & to damage Datuk Seri Anwar's
reputation?
Ansuer. 1 don't think it will damage. lenswnzbndvlvuysmpdm
believe such ridiculous accusations against him.

Excerpts from an interview with Mabathir Mobamad,

New Serzis Tomes, 25 Augast 1967

It's unfortunate because my views on comuption., on corporate gover-
nance, on ground rules for privatization. oo cronyim, nepotsm. on
human rights were not directed at 2 few people but at creating 2 beter
socicty. But they thought these issues were oo radical. (Some people
also) felt I was going to challenge Makathir. No ameunt of assarances
I gave satisfied them.
Anwar Ibrahim. quoted in ‘I Never Threatened the P,
Acacek, 18 September 1998, p. 30

The international media has shown considerable interest in the pur-
ported differences between Anwar and Mahathir - in terms of their
personalities, styles, opinions and policies — ever since Anwar

Ghafar Baba from the UMNO deputy president’s position in 1993 and
was appointed Deputy Prime Minister shortly thereafter. The media’s
mterest turned into a persistent question during the run-up o the
1996 UMNO party elections: would Anwar challenge Mahathir for
UMNO's presidency? In the end, there was no contest between Amwar
and Mahathir. Auwar stated repeatedly that he would not challenge
Mahathir, who Anwar idered to be his mentor and was like a
father 10 him. Mabathis insisted he would abide by UMNO's choice
of his deputy in the party and goverument. After the 1996 UMNO
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party elections, Mahathir and Anwar trivialized further talk of their
diflerences. From May o July 1997, when Mahathiv went on vacation,
he officially appomted Anwar as Acting Prime Minister for the first
ume. Most observers understood the arrangement to be not only a

ty but abso asignof Mahathir's confidence in his
“anomted successor’. When Mahathir returned to Malaysia at the
end of his vacation in mid-July. he pronounced himself satisfied with
Anwar’s two-month managenent of the country. It was also indicativ
of Mahathir and Anwar's closeness and of Anwar's deference, beside:
that the Prime Minister and the Acting Prime Minister had been in
regular contact during the two month period, with Anwar consulting
Mahathur, when the former thought it necessary

Mahathir was abroad when the currency crisis began in
m July 1997. When Mahathir returmed to Malaysia, the crisis was al-
most three weeks old. In the vear that followed, Mahathir and Anwar
plaved down their differences, referred to common vie
of mplementing collectively determined Cabinet decisions in the
national mterest In June 1998, scemingly exasperated by unrelenting
press probes into his relations with Anwar, Mahathir remarked: ‘Do 1
have to kiss him on the street before people will stop saying there is a
nft? We get on together, we manage this country together. 1 admit we
have differences, but in the end a common view prevails.”

Late in the afiernoon of 2 September 1998, the Prime Minister's
office tersely announced, without providing any reason, that Anwar
had been sacked from all his posts in government. In the carly hours
of 4 September the UMNO Supreme Council decided to expel the
party’s twice-clected deputy president. The enormous shock that fol-
's dismissal and expulsion was aggravated by media
revelations of allegations of his *sexual misconduct’, Anwar's dramatic
arrest on 20 September, his assault by the Inspector-General of Police
while i police custody, his controversial prosecutions, convictions and

test of Anwar’s al

s and spake

lowed Anwi

unprisonment, and the shabby treatment (which continues 1o this day)
of Anwar's supporters and opposition quarters, whether by police,
media or electoral methods,

Much of what happened 0 Anwar alter his dismissal will be ex-
phored in th and
pebuscal inplications of the dissident Reformasi movement that began
with Anwar's defiance of Mabathi and UMNO, Here a fundamental
question has t be addressed: how did a long and warm political
relationship that scemed 1 have addressed some ol the most diflicult
problems of Malay and Malaysian politics come such a destiuctive

next chiapter as part of an analysis of the cours
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end? Mahathir had parted ways with an old comrade, Musa Hitarn,
following, differences that had developed between them in the miest
of the 198586 recession and other political crises. Even though
Mahathir very narrowly defeated his most determined rival, T engku
igh Hamzah, over a period of several years, Razaleigh retarned
to UMNO in 1996, Mahathir has not visited upon either Musa or
Razaleigh the persecution that Anwar has suffered.

Part of the answer lies in Mahathir and Anwar's differences in
cconomic policy and management, as discussed in the previous chapter.
But cconomics, especially when limited to the circumstances of the July
1997 crisis, can only provide a one-dimensional analysis. What is
required is a multi-faceted answer that reaches into the shadows cast
by external events and interventions, the personal calculations intrinsic
 desperate struggles for political power, UMNO's tortured experience
of leadership succession, and, finally, the contradictions of Anwar’s
career as activist and politician.

Between Praise and Damnation

It was one thing for Mahathir and Anwar to have differences of
opinion, worldview and predisposition: it was another for the differ-
ences to erupt into the devastating showdown of 1998. After all,
Mahathir and Anwar had worked well together from 1981 w 1997,
Ever since Mahathir brought Anwar into UMNO in 1982, Anwar had
loyally fought Mahathir's major causes within and oumide UMNO.,
the Constitutional crisis of 1983-34 and the UMNO election of 1987
being two prominent instances. Mahathir had reciprocated by provid-
ing Anwar ample opportunity to rise i the party and the government.
How then did this web of personal allegiance and amity, spun from a
long experience of mutual dependability. come to be o rapidly tipped
by sudden mistrust? The calculations and manoeuvres thae Mahathir
and Anwar made under intense pressure were crucial. Bur it did noc
help that their decisions were coloured by the two sides of an
‘formation coin’ whose prophecies of rift and effective urgmgs w-
wards a clash became more compelling during the 1997-98 crisis than
under non-cnsis conditions.

One side of this “wfomuasoen in’ was represented by the leadimg
Englih-language organs of the nterational media. While Malaysia's
heavily controlled domestic media did not bave a free band reporung
any purported detenoraton i Mahathic and Anwar's so-called ‘fither
and-son’ relationship, the interational niedia faced 1o such consging
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= haghhghting the Mahathir-Anwar “policy gridlock’ and mueh else
besades. Indeed. the more Mahathir clashed with the market and dis-
azreed with the mtemational agencies, the more frequently the voices
of the market ran Mahathir down and not so subtly signalled their
preference for Anwar.

Anthony Spacth of 7ime magazine, for example, wrote that *Anwar
assured the world that no matter what Mahathir declared, his deputy
would be making rational decisions behind the scenes. But that hasn't
always been the case. and a Jekyll-Hyde leadership has developed'.!
Spacth. though, was certain that ‘the world, meanwhile, increasingly
ses an entrenched Prime Minister ... who is trying 1o protect his
associates. At the very least, Dr M. is out of step with the new tune
being played by the global economy’? On | September 1997, exactly
a year before the Mahathir regime instituted the capital controls so
dreaded by the market, Nawsweek noted that:

Pundits the world over gave Mahathir an F on his economics, for Soros
couldn’t have brought down the baht alone. But the pundits missed the
point. Mahathir's fight with Soros is less about currencies than about
whne values will prevail in Southeast Asia

According to the same Newsweek article, *the only man in Malaysia
with anything near enough power o check Mahathir
luckily, the migazine insinuated, *he is coming into his own'.” Less
than three weeks later, the Far Eastern Economic Review of 18 Septem-
ber editorialized, with no sense of incredulity, that, ‘from where we
sty Malaysia would do best 1o take a page out of Indonesia’s book
and press on even havder with market reforms”. The editorial con-
descendingly continued

v cnied i onatural To make up for it resolutely as Dr Mahathic
ATy 1o L will vequite hum 1o take his country more swigtly
s e omd ol market liberaliation than ongially ArLuuw«L There s
bbb g fon i Lat month's Lapse - udgment

O 27 Septeanbier, 1 he Eonamut veported that businessmen i Kuala
Favnpnr racivionally among e Mabathine's greatest fans, fear bis un
aanthcds approaclomight nos b political wicertaimty and financial
it conehded i D Mahiathie s lost the plot’, and recalled,
e ot coninnaly, it for years the only sgniticant Questions.
U Maskaysian prditicn have been whethes the Prune noster will had
cvien 1o M Arwar, and whion' " I ke vein, fone observed vin 6 Octo
bttt Mabianae i beting Waed Lo anichandbng the Maiysian
ety e Oue anee-Tanded aeehitoct ol Mabayain booi i ook
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dangerouly out of wouch vith smodern economic reativies’ ¥ O 2%
November 1997, Fortune was full of regger at Mahathir's ‘very bad bes':
A maore prudent government might teact (o the crisis] by spuerzieg as
budger, tightening liquidity, deregulating industry, and welcrnriesy Yrrigs
investors. Malaysia will have none of that
Like everywhere else in Axia, Malaysia needs derp eriomm. Vo
everywhere else in Asia, Malaysia denies it
Mahathir refused 10 undertake ‘radical reforms’, the market and the
media noted, and whrnrvn he can, Mahathir flays the world for & u
unbridled power and cal ' Fo by, ‘Anwar’s phi
is vastly different’’ and Anwar thought that “we should not be
apologetic in stating the fact that we have v undenake e refverms.
We have 1o be more P and have 2 inted sesodve w
combat corruption and excesses of power."™*

Mabhathir reflexively blamed foreign manipulators. Azwar. who
declared that ‘in politics 1 am a liberal but in ecomeemses [ 2m 2 con-
servative’, mused thus about the crisis:

The great lesson we have learned. which & acmally 2 mive T

and a revolution by itself, is that & has calied for Zeater Tammrrmc.

greater accountability and for greater democracy
Now people assess what the markets sav. wias peogie sezomve.

whether awards and grants are given o vour paty s o 30

friends and family. mem-ﬁnmln

this as very positive.'*

Hence, the market and its media began ® sgres Boe ool Aowa
could ‘save Malaysia from too much Mabashz a3 ko Sy mow
ideas 1o the region”. " Anwar, since he appeased = wams 3 wed el
politics to neoliberal economics, seemed B the mew leader the mmcies
should do business with:

People in my generation would cermaimiy Bir % s greaoms Shers. s
1 literature and knowledge, dos comsondipn. We doet Buer 20, citwessinn,
about the need for onder and poiocal seaba. Wee @ e expeoyoncs
same turbulence that our cidens envoesered
It seemed logical that Anwar, who professed ' halang 2 % wew
generation that has no hang-ups abost e coloeand expeermes, el
want o ‘emphasize the isues of ol svaety, Seadumcnssd St snd
the trust and wisdon that the patie, wih CAPRSRE 2 RTRAR 3
knowledge, should be able 1 exervise. " Ta et A was Sowises:
by the media abroad as ‘a SLETIR VORE hrowd he veveerk Snsnom
erisiy’, nmvistakably St Mahaties expesse’ ™
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For all that, the market and its media were not blind: *Anwar and
hus supporters also know that a4 new generation can't rise until the old
one shuflles on”. ™ But was it not a matter of time before someone
told the “old generation” o *shuflle on'? One week belore the 1994
UMNO General Assembly, Barry Wain, writing in 7he Asian Wall Street
Jowrnal of 1213 June, blundly asked, *Why doesn't Mahathir how
out? ! Wain's question probably articulated a deep wish that i
been on many minds of the international media for about a year,

For the record, the international media was never implacably anti-
Mahathir; otherwise the media would hay shunned him, as it had
shunned the truly unacceptable leaders of regimes the western
powers castigated as “pariahs’. Knowing Mahathir to be, ultimately,
a friend of the west, and a protector of western commercial interests
in Malaysia, the media had leamnt to transform Mahathir's testiness
and superficial eritiques of the west into newsworthy “controversial
opinion’. On Mahathir's part, even though he has frequendy reviled
the international media or complained of its unfair treatment of him,
the Malays, and Malaysia, Mahathir had frequently spoken to, been
interviewed by, and written for the international media throughout his
carcer. Mahathir asutely values the international media's reach that
has enabled him to acquire a statesmanlike stature out of proportion
to Malaysia’s humble position in the world, Thus, Mahathir and the
international media had developed the proverbial love-hate relation-
ship. Tl each ook occasional pot shots at the other only enhanced
their credibiliy among their constituencics,

Aier July 1997, however, as Mahathir grew increasingly intransigent
towards the international money market's demands for reforms, the
international media significantly altered its attitude owards Mahathir.
Inn doing tha, the media was being pe fous: there was no likelier
e than an cconomic crisis for turning even minor disagreements
between Mahathiv and Anwar into serious splits. The media was also
being pernicious: ‘wondering whether Anwar
for a leadership challenge in 1999 the media virtually welcomed a
Mahathic-Anwar confrontation as an cmbodiment of the disagreenents
between the state and the market. And in relying on the insecunty of
nd the ambition of the other (o iguite aclash beoween "No,
1" and "No. 2, the media was heimg pervense. The ing
smoney marker and the neoliberal agenda of unlettered capital lows
we

spic

rise s setting the stage

the one

s ol the

= being advanced in e name of o fiee press covering the politcal

developments of a less-than-tiee nation
Others who i a direct interest i a Mabathic-Answar it were
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no less partisan but not quite as sophisticated. The international side
of the ‘information coin' that circulated in 1997-9% had the advantages
ol openness, legitimacy and authority. Its flip side, minted from shady,
presumably domestic, elements, had the habit of being hidden, anlaw-
fulane scurrilous. This domestic source of ‘information’ miestly fitnah
(slander) and whmak (haseless accusation) appeared in many forms,
the most well known being the amat layang ("fying’ or powson-pen letter),

The favourite topics of the political surat layang were corruption and
exual misconduct among politicians, and mostly UMNO ones at that,
Since a good part of the art of UMNO's nfighting was conducted as
wayang kulit (shadow play), the surat layang typically made a steakthy
appearance before or during the UMNO general assembly, party
elections, and the general election. It was a rare contender for UMNO's
highest posts who escaped being the subject of 2 mar layang, aimed at
bringing a rival into disrepute or an antagonist down. Not all surat layang
were, reportedly, entirely false in their contents! Yet the aa leyang as
a genre of calumny and character assassination was wo indirect o be
an effective weapon — unless the misconduct it expased was too widety
known and 100 serious to be overlooked.

Since the 19805, perhaps because of the ineffectiveness of anony-
mous vilification, the slanderous rumours and libellous suwar esang
were times hadowed by the e of privately pub-
lished but openly marketed books whose authors did hatchet jobs on
selected targets. An infamous example of these books was Challmger:
Siapa Lazwan Siapa? that vilified Musa Hitam before the 1987 UMNO
party election.

In August 1997, Anwar became the subject of “already seven, eight
letters from various parties ... some signed. others not® — and some
sent directly to the Prime Minister - which accused Anwar of immoral
behaviour, spevifically his alleged sexual escapades. heterosexual and
homasexual. The appearance of these letters was generally tken to
mean that

afew of Anwar's oppozcats within UNMNO have already resorted w

extreme measures o keep the deputy premier in check. . Few believe

the letters, but the atfair & graphic evidence of the desperate lengths w

which Anwar's enciies are prepared 10 go,**

The most promaent petson who did m believe the letters or their
authors was Mahathis hinselt. At a pres conference beld on 24 August
1997, Mahathir categorically dismissed the letters as “ust the usual
Amak’ employed here 1o Sabotage” Anwar ‘spparcutly because people
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think he is likely going [sic] to succeed me'# The authors of some
of the letters, presumably to enhance the credibility of what they
wrote, disdained to conceal their identities or their aims. Two such
writers who sent letters about Anwar to Mahathir were Ummi Halilda,
the sister of Anwar's private secretary, Azmin Ali, and A.
Bakar, Anwar’s former driver. Mahathir laughed off one effort to dis-
credit Anwar:

The writer denied the contents..... Yes, the person wrote the letter.
Somebody dictated the letter. The letter was written in a language be-
yond the capacity of one of the writers. Obviously somebody has been
moving around and talking about last rites (talkin) for somecone. It is
totally politic >

. There is no truth in .2
But Mahathir had no doubt about the political motives of the unseen
hands that had set others to “paint a bad picture of Anwar so that he
doesn’t succeed me”.

While the contents of various swrat layang irritated or titillated the
various participants in UMNO's internal disputg Tious investigations
were rarely carried out to determine their veracity, Perhaps because
the anti-Anwar material was openly aimed at the prime minister's
‘anointed successor', and ‘this time it's been more planned, organized
and meticulous’. ™ as Anwar observed, there was a police investigation,
Mahathir, who was concurrently Minister of Home Affairs, announced
that “the police looked into this [matter] but since then we have found
that there is no case.”™ The flow of anti-Anwar literature was not
stemmed. There were books as well — Talkin Untuk Anwar Lbrahim
(Requiem for Arawar fbrahim), and Khalil Jafri's 50 Dalil Mengapa Anccar
Tidak Boleh Jadi PM that purported to give 50 Reasons Why Anwar
Cannot Be PM'. At the time, there might have been *no case against
Anwar. Yet observers already suspected that ‘neither [were] the attacks
likely to cease: Insiders [said) an all-out effort could yet be mounted
to prevent Anwar from rising 1o the top.™ This was indeed a con-
spiracy, as confirmed by an ex-deputy prime minister, Musa Hitam,
who was not aligned in the Mahathir-Anwar split:

I do know there are individuals involved who were planning and who in
fact wld me what will be done against Anwar 10 make sure he will be
toppled. So in that sense, yes, there was a political conspiracy definitely.¥!

On the Way to the Assembly
Anwar's position was precarious: the international media praised
his ‘virtues', while the anti-Anwar letters and books exposed his pur-
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ported vices'. The two sides were not literary or informational oppo-
sites that balanced each other. On both counts, Anwar was damnable,
as long as someone was inclined to find fault with him. Unhappily for
Anwar, Mahathir was so inclined by the time of the UMNO General
Assembly in June 1998,

One reason lay in the practice of realpolitik required to maintain
onesell in power. Ghani Ismail suggested that Mahathir’s concern to
divide potential challengers explaincd why Mahathir supported Musa
Hitam against Razaleigh Hamzah in their 1981 battle for the UMNO
deputy presidency, when Razaleigh should have slipped into the posi-
tion and become the deputy prime minister.* Musa explained that he
resigned as Deputy Prime Minister, after Mahathir had accused Musa
| of privately discrediting the Prime Minister in order to *bring him
{ down’. Musa denied being party to *anti-Mahathirist activities” but

Mabhathir just said that ‘too many senior government officials and Jjour-
| nalists have reported 1% Later,  wiser Musa advieed Amwar e
| to give Mahathir cause to doubt Anwar’s loyalty.
| Another reason for Mahathir's change in attitude towards Amwar
| was related to Mahathir's te and experience that would

have made him extremely unc asy over what he believed Anwar’s
| intentions were and Anwar's relations with the media, money market
and the IMF. If we were to consider Mahathir's expulsion from
{ UMNO in 1969, the attempt 1o frame him for being a ‘communist’
{ during the 1976 UMNO witch hunt, Musa’s “disloyalty’, and Raza-
leigh's nearly successful challenge, it would be apparent that Mahathir's
political career has been deeply etched with ideological antipathy and
suspicion towards different sets of enemies.

After Mahathir reached the pinnacle of political power, the most
issues that could be posed to him involved his successor and
the timing of his retirement. Mahathir had not said he would never
retire but he had warned he would not be pushed out on someone
else’s terms. Und {ably, Mahathir’s distincti has been ignared
as he tenaciously resisted being replaced, even when his popularity in
UMNO waned, for example, during the 1985-86 recession and when
UMNO split in 1987-88. In the midst of the 1997-98 crisis, one that
Mahathir regarded as being externally manipulated, there was no ques-
tion then of Mahathir retiring. Obviously, Mahathir meant to protect
interests important to him. Even so, he could claim a ‘grander’ motive:
‘Mahathir had given 17 years of sustained effort to building economic
prosperity, Vision modernity and UMNO hegemony, none of which
he intended 1o see sacrificed in a moment of domestic uncertainty’ 5
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Absdessbar Bt hovr tow extennivedy invalved with the AAReen
e conas e wasnened wa battke with the money market. T 1etrent
wrutd o have meam defeat and diaepuie, Lot alone Deing edged
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o Past of the vocabulary of an international media hostile towards
Mabacher these were “fighting words”. When In-Won Hwang inter-
suewedd Mesa Hizam after Anwar's sacking, Musa recalled that he had:

peronally been wlking to Anwar saving that *vou will be in trouble’
Bus b abways said that ‘no. | have talked to the PM, 1 told him every-
g 1 don’t keep him out of touch with my thinking’. That was more
srasen that I was worried because that was exactly what I said when 1
was DPM.
One i not apologizing for Mahathir by inferring that a man with his
temperament and experience and with his back to the wall would have
comedered the coincidental as i 1l After his dismissal, Anwar
s that it would have served no purpose to challenge [Mahathir],
mprezally at this juncture when the economy was turning bad’; how-
ever. Anwar admitted that:
[ alscr wanted [Mahathir] w0 understand the undercurrents in the country.
§ medicated that we should either make adjustments now or let a smooth
teassiticm take place eventually. But | never threatened him, 1 wanted to
let han determine the ume frame for transition, He thought I was too
cicki of & ansmance or obatacle ™

Cndereurrents’, “adjustments’, snooth transition’, "time frame’  could
ez wosrdds bieve held any meaning for Malisthic other than disloyalty,
chudlenge threat and succession whenever they were uttered, let alone
e |97 A
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rabry e, i el e of HIMNGL wire catmomely wiried atwwg
Mabnthiv's niellivnt of the 1 tiake Avteaihiogg b ol [CTERIES
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Beyond Mahathir

When asked il he did not bring Anw
needed 1o give UMNO an Islamic face

, Mahathir continued:

I brought him into UMNO to keep him from joining PAS and creating
mischief. Once you are in UMNO you must accept UMNO's struggle,
and not make use of UMNO for your personal purpose. He built up cells
in every organisation, in the police, in the armed forces, in the civil service,
among the students, among the university teachers, abroad. He was
building up personal loyalty to himself, using his power. Once he became
deputy prime minister his next step was to overthrow me. ¥

Mahathir concluded: ‘I could not imagine that a person I helped would
do that."** But why then did Mahathir not sack Anwar on those
grounds of ‘plotting’ and ‘betrayal’ and face UMNO on that terrain?
For that matter, why did Mahathir not extend the charges to include
an accusation that Anwar was a stooge of foreign interests? Perhaps,
after Zahid's caper, a resentful Mahathir, refusing to be humiliatingly
pushed out, reinterpreted his association with Anwar in the light of
the latter’s ‘betrayal’. Perhaps, in a bitter reconstruction of the past
the kind that happens frequently during falling-outs - Mahathir under-
change of heart that made him believe the very allegations of
Anwar’s ‘immoral conduct’ that he had dismissed barely a year ago.
The point was, the 50 Dalil book was packed into the briefcases
that were distributed to the delegates at the 1998 UMNO General
Assembly. Those who had sponsored the composition and distribution
of the swrat layang, the signed letters to the Prime Minister, Talkin Untuk
Aravar Ibrahim, and the “star publication’, 50 Dalil, could not have hoped
for a better fulfilment of their hopes: their agenda was now Mahathir's.

The Improbability of Succession

Between the General Assembly and National Day (31 Augusu, ru-
mours circulated that Anwar would resign as Deputy P
The rumours were proven wrong, and crucially so. Mahathir, and some
of his intermediaries, including Daim, privately asked Anwar to resign
ious criminal charges. No one has revealed other conditions
for Anwar's resignation, including how he would have been politically
disabled thereaficr. Anwar refused and the rest can be subsumed under
Reformasi history about which much has deservedly been written.

Anwar’s dismissal also brought about a quiet, traumatic shock that
UMNO, Malay socicty and Malaysian politics felt at losing the third
deputy prime minister under Mahathir, at the sudden departure of a
man widely hailed as Mahathir's *anointed successor’ to both UMNO’s

me Minister.

or face
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presidency and the premiership. In that sense, Anwar’s dismissal con-
firmed the decp and tormented history of the problem of leadership
succession within UMNO.

Anwar’s sobriquet of ‘anointed successor’ had not been carelessly
employed by UMNO leaders and the media chicfs. Anwar’s ‘anoint-
ment’ was not only most strenuously upheld by his supporters, it had
also been legitimized by the results of UMNO’s 1993 and 1996 elec-
tions. As such, the anointment had assuaged the uncertainties caused
by years of UMNO infighting that precluded an assured transfer of
leadership from Mahathir to someone else, if only because that
‘someone clse” kept disappearing from view. Mahathir's first deputy
premier, Musa Hitam, resigned in 1986 and failed afterwards to retain
his previously strong influence in UMNO. Mahathir’s first Minister
of Finance, Razaleigh Hamzah, unsuccessfully fought Mahathir for
UMNOYs presidency in 1987, and was forced into marginal opposi-
tion in 1988. Ghafar Baba, whom Mahathir appointed as Musa's
replacement in government, narrowly defeated Musa for UMNO's
deputy presidency in 1987. But Ghafar was defeated by Anwar in
1993. In the mid-1990s, therefore, only Anwar, via two consccutive
party clections, had secured the depth of party support that signalled
that a successor had arrived. Mahathir seemed to have accepted as
much, since once, when irked by persistent media speculation over his
retirement, he said that Anwar ‘can step into the job if for some
reason I should drop dead or become disabled’.#

It was expected that Mahathir, having been in power since 1981,
would step down before t0o long, but that Anwar would be loyal to
Mahathir until then. But whether or when Mahathir would depart
office, or whether Anwar would patiently wait his turn or whether he
would be pressured by his supy into ging Mahathir, were
major questions that hung over ically all develoy ing
INO between 1994 and 1995.% Mahathir and Anwar protested
this line of thinking, evidently to no avail. Perhaps many preferred to
believe that both men protested too much. Rumours then took on a
new twist: Mahathir would undermine Anwar’s influence in UMNO
by backing a new contestant for the party deputy presidency. The
would-be challenger was sometimes said to be Anwar’s 1993 ally, Najib
T i r on. At other times, as improbable
e as Mahathir’s old foe and returnce from Parti Semangat
igh Hamzah, was mentioned. *

r the truth of the rumours, the major riddle of the 1996
UMNO clection was whether Anwar could extend his influence over
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the party. Mahathir answered the viddle by having the Supreme
Counail pass three new rulings regarding the impending election. The
first rubing took its cue from the 1995 UMNO General Assembly that
had resolved that the two top party posts should not be contested. ‘The
party’s divisions could only nominate Mahathir for president and
Anwar for deputy president. Any other nomination or configuration
of nominations for the party’s two top posts would be rejected. The
second ruling supulated that candidates for the three posts of vice-
president. and the twenty-five Supreme Council seats, as well as for
all pasts i Pemuda UM nd Wanita UMNO, were required to
remster their candidacy five months ahead of the general assembly.
This stipulation significanty departed from UMNO's tradition of
allowing contenders to engage in diverse forms of campaigning long
before they declared their candidacy. Most contenders had previously
resorted to this form of concealment, partly for the tactical advantage
of throwing off their opponents and partly not to offend a presumed
Malay cultural distaste for a premature display of personal ambition.
Razaleigh had used a late declaration to great effect in 1987; more
pertinently, so had Anwar against Ghafar. And then, just five days
after the official starting date for campaigning, the Supreme Council
banned further campaigning, In Mahathir's words, the ban was:

the party's way of ensuring fairness to all because there are some
candidates who can afford to campaign while others cannot. Members
id we will not
support you if you don't give us money. Banning campaigning is one way
0 Jevel out the opportunity for all. ¥

have come up 1 some candidates who are clean and s

As it turned out, the Anwar camp swept the Pemuda UMNO and
Wanita UMNO elections, Ahmad Zahid Hamidi emerged as President
of Pemuda UMNO while critical support from the Anwar ¢ mp
enabled Sit Zaharah to win the W. UMNO presidency against
the incumnbent Rafidah Aziz, Against predi
n sweep by the Anwar camp at the parent body’s clection. For the
vice-presidential contests, no key Anwar |lly was returned. Najib
Fun Razak and Mubammad Muhammad ‘Taib were re-clected, while
Abdullah Badawi regained the seat he had lost in 1993, Najib and
Mubammad were members of the 1993 Wawasan Team but Abdul-
lah Badawi, & lormer Musa associate, was 4 popular figure in his
oo right. Significantly, Mubyiddin Yassin, identificd as o staunch
Aniwar man, wis not coted despite having received the highest
s dor vice-president i 1995 Mabihir loyalists dominated the new
Bupren Council

ions, however, there was
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The crowning glory of Mahathir's performance in 199 was not
just his control over his party. It was that he had shifted the burden
of the succession question away from himself onto Anwar! Mahathir
made it clear that he would continue as party president and prime
minister and refused 1o set a ‘succession timetable’s

Why should I give a clear timetable? The moment you give 2 timetable,

you are a lame duck. That's what happens to Western leaders. . No, |

have given nothing. I have said nothing. 1 can g0 any time now or 10

years later or whatever. Depends on what the situation is like. 1 t0id you

whoever is in place as my deputy will succeed me. %

Following the 1996 clection, Anwar's chief concern was to secure his
No. 2* spot. UMNO's 1996 election had proven Anwar’s control of
the party to be less powerful than speculated. But time seemed to be
on Anwar’s side as he set out to spread his influence over the party.
Indeed, by 1998, as the UMNO divisions completed their elections,
both of office-bearers and delegates to the 1999 general assembly,
was widely believed that the Anwar camp commanded a pluralicy of
the delegates. Such strong support, if supplemented by support from
other party factions, might have enabled Anwar to mount 2 soceess-
ful campaign against Mahathir in 1999, should 2 contest for the
presidency take place.

Up to mid-1997, a smooth transition from Mahathir 1o Anwar
was not an implausible scenario.* However, July 1997 wrecked that
scenario.® Anwar's dismissal became the most drastic failure in
UMNO's 41-year history of leadership transition. From 1957 1o
1976, the party generally heeded the prerogative of its president-cum-
premier to determine his successor. It is a moot question whether this
tacit acceptance of the leader’s prerogative was a vindication of
democratic observance of established procedures, or a confirmation
of UMNO's and Malaysia’s ‘semi’ or ‘quasi’ democracy. In any case,
an uncontested exercise of the leader’s prerogative had facilitated
relatively smooth transitions under diverse circumstances. These were
the bloodless palace coup against Tunku Abdul Rahman after May
1969, the sudden death of Tun Abdul Razak in 1976, and the volun-
tary retirement of Tun Hussein Onn in 1981,

During the subsequent period, from 1981 to 1987, UNNO's
problem of

adership transition became sharply contentions as un-
on among UMNO's vival centres of power
coincided with the ability of the party to exercise a mandate to
determine Mahathir's successor. 1t is likewise moot whether the
party's mandate, anguably @ democratic nuprovement over the kader's
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prerogative, to be preferred, s of someone securing
the mandate was the party's instability.
In a third period, from 1993 to 1996, the shifting balance of
power between the leader and the party at large appeared to reach a
stalemate. For all his politically circumspect statements, Mahathir no
longer trusted the party on the matter of his
synonymous with his own survival in a time of economic ¢
At the eritical juncture of 1998, Mahathir's actual mastery (ur pos-
ssion] of state power rendered Anwar's reputed control of the party
a dispensable formality. In expelling Anwar, Mahathir and the Supreme
Council sought 1o roll back the party’s history. They pre-empted an
Anwar comeback via a Musa Hitam-style separation between being
Deputy Prime Minister — an appointment that could be terminated
by the Prime Minister — and being UMNO Deputy President — that
#  should be undone only through another party clection. In carly 1999,
the Supreme Council indefinitely postponed the 1999 party election.
Anwar’s assumed plurality of delegates having come to naught, he
was compelled to continue his opposition outside UMNO. Thus com-
menced what many observers have called the reinvention of Anwar
Ibrahim. Looking back on Anwar’s personal history, though, the
reinvention had its sced not in the Reformasi he inspired but in the
ivism and politics.

succes: mn (Im was

contradictions of a 30-year trajectory of soci:

Four Phases and a Contradiction

In his activist and political carcer up to his dismissal by Mahathir,
Anwar may be said to have gone through four different phases. During
the first phase, which straddled the watershed year of 1969, Anwar
was a student leader at the University of Malaya. There, in the
milicu of a stll vibrant and relatively autonomous campus student
politics open 10 a broad ideological spectrum, Anwar led the Persatuan
Bahasa Melayu (Malay Language Society) and Persatuan Kebang-
saan Pelajar-pelajar Islam Malaysia (National Union of Malaysian
Muslim Students). Anwar’s second phase began after his graduation
in 1971, With a few others, Anwar founded Angkatan Belia Islam
Malaysia (ABIM, or N n Islamic Youth Force) and built it
into an important vehicle of an Islamic resurgence, which was all the
more powerful for being the voice of a new generation of Malay-
Muslim youth. The third and longest phase found Anwar in UMNO
and government. Between 1982, when he was elected Member of
Parliament for Permatang Pauh, Penang, and 1998, Anwar rose from

B
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being co-opted into the carly Mahathir regime to emerging as Maha-
thir's ‘anointed successor’, and did so with a dizzying rapidity that
alarmed many of his rivals in UMNO. The present phase is the post-
September 1998 phase when the persecution of Anwar, the latter’s
defiance and popular dissent combined to reinvent Anwar as the icon
of Reformasi.

What does this outline of Anwar's activist involvement, career
advancement and political fall say about him? One thing is im-
mediately striking. In three out of his four phases, Anwar took an
anti-establishment stance. To state matters plainly, Anwar was anti-
Tunku Abdul Rahman after 1969, he was anti-Barisan Nasional in
the mid-1970s, and he has been anti-Mahathir and anti-UMNO since
September 1998. Only during that long third phase was Anwar a
leading figure of the establishment.

Anwar's ideological commitments in those anti-cstablishment phases
scem varied cnough when they are viewed separately. His ‘Malay
nationalism’ of the late 1960s was associated with an earnest if some-
times melodramatic | ion of the Malay language as the national
language. It also embraced the kinds of economic concerns that soon
came under the purview of the New Economic Policy. Anwar's
Persatuan Bahasa Melayu stance, activities and image drew him to
someone like Mahathir, newly expelled from UMNO and widely ad-
mired by Malays as a self-sacrificing *Malay nationalist’. Almost three
decades later, Anwar still recalled a 1970 trip he had made to Kedah
to visit Mahathir as *a great meeting’, and he had then thought of
Mahathir that ‘this was one Malay intellectual who can articulate the
Malay position and has the guts to do it’*' Anwar himself became
something of the isolated Mahathir's ally on the University of Malaya
campus, from which Anwar and his colleagues ‘gave the entire uni-
versity system to Mahathir as a forum’ 5 On his part, Mahathir let
Anwar read drafts of what was later published as The Malay Dilemma.

During the 1970s, Anwar's commitments within ABIM were ini-
tially expressed via Yayasan Anda’s educational activities in aid of
Malay-Muslim students and via the nascent campus dakeeh movement
that was emerging both at home and in some foreign universities to
which many Malay students had been sent. In a sense, ABIM was just
one step removed from Anwar's carlier on-campus attempt at ‘uniting
the Malay nationalist and Islamic streams in Malay student politics’.>*
But as the NEP's implementation vastly expanded the Malay student
population — at home and abroad - Anwar's increasingly high profile
and charismatic leadership helped to take ABIM into broader social
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Nathmg changed exvept perhaps Anwar's mission wins Peronnl-
ot as s often happened when a g star weached o the politicnl
frmament. And s, for ivteen vears, between 1982 and 1990, A
seaied down m UMNO and steadily wose within it hievarchy, That
meant acculranng housell 1 the party’s polities as it grew murkier
By the vear Ad the nme Anwar jomed UMNO, he might not have
apeced that the parmv's factonalism and infighting were just whirl-
mg out of congoal. UMNO as political terrain had been transformed
o an amtargnang arena where considerations and conligurations of
s power. party miluence and carporate wealth determined where
one stood. Facuons and teams within UMNO were assembled only
10 be re-asembled. To survive, let alone prosper, one increasingly
e the enemies of enemie
Mahathir's support, Anwar defeated Suhaimi Kamaruddin for
e Pemuda UMNO presidency in 1982, Anwar was a key Team A
Geustemant in the 1987 panty election that split UMNO. By 1993, when
Anwar led his ‘Wawasan Team' 10 victory in the UMNO clection,
: became the party’s deputy president, Anwar had ungquestionably
become a veteran of UMNO's factional politics.

Where in this kind of a heartless world was one to find a haven
fi me’s soul? Speaking politically, not spiriwally, Anwar might have
thensght be could chart a haven by negotiating a space between un-
sugppable political inperatives and unattainable personal impulses. For
crample, Anwar was aware he could not alter the course of Mahathir's
programue ol Lae industoialization but Anwar would try 1o put a
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conldd b stsprected of beitg a tatneont. Thers one wonld be caed i
VIMNO fratlutvce: Muhit makam taukeh be? (5 3ey yers sewsess e die vy e bams.

Surely wone of this was tiew s Agrorae. Indesds, ae Mabhathic's side
Anwirr hadl watched Musa fail 1 that Kind of = gove whese Neo. ¥
played i diffecent fidelle from N | anel probabhy Played diamila
tunes hefore diverse awdiencrs, ¥or example, Muosa, accoxding o mp-
porters and deteactons alike, apgeared to be Gheral and approactiuble
n contrast (o the authoritarian and blune Makathiv. Mise, tor, hadt 2
habit of going back to the ‘grasseects’ and paving amention o duir
mundane or local difficulties, whereas Mahathir was nelfined v spend
his time hobnobbing with the whah keporat on seaments projerm.

With Anwar repeating Musa's “habir’, the latenr problens of =
Mahathir-Anwar rift was there long before mamers dezenerated mus
the tragedy of September 1998, Like Masa before hin, Anwar prob-
ably never quite shared Mahathir's ption of the nat
capitalist project. At least, Anwar probabily did ner pursue the projers
with the same drive. Mahathir's ntensity of purpese. sense of histore-
cal mission and immense personal pride meant thar he would never
apologize to anyone for devoting himself o the hardnosed pr=-
occupations of the corporate world, the monev marker and the Fobai
cconomy. Between the 1960s and the 1980s, Mahathir had come 2
very long way from being "2 man of the pespic’ © bemg the cpmm
of the captains of industry, and the parron of tie movers and sikess
of Malaysia's business and poiincal worid. For the Mahathir of Visor
2020, people were stizred by boundless ambiton. gwaded mo. crase-
less competition. and wspred by acnmi achievement - ar cise. dew
were destined for fadure.

Anwar app d to apologue oo Mahatur's belalf. © w© speak.
by dabbling in a vague woral evonvo. or witc unughtc sughiv be
called “Anwar's agenda”. There was fundamengilly aue much. moos @
i than & hope that & helping band mighe <up the deva Soax
taking socieny s hundinest. This wass oot sovessaniy an irsimeens Bope.
CYEIL A Anwar tose w prosenvece and even o oo Sope @iy of
the real achievenient of Anwar's agendis as uppusad W e diewoc
titachion it provided B expresag coicee with Pugine sovess
10 lowscont howsig and oweoust bewlthoars, Bipung e peus, ami
anisting the dhdocated, Pesumably Anwar, sgaie bk Misa, boies
B thoughe thas s was o way ot Dudiiung diltout apposdies,
s Wan \eieab sgaenied adiee Ao\ sackitng

AN B vk g g (oiig) oe o cous. Qi (thed BN - waliest
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country, why not? And then you have Anwar talking about the masses,
Tow-ost housing, taking care of your workers, this and that. Why not?
Thin i good combination. That's how our country should work. %

For that matter, after July 1997, mostly out of necessity but not there-
fore out of character, Anwar wanted to minister to the financial needs
of the “lide @y’ of the economic system including allocating funds
to small famiers, extending micro-credit to hawkers, traders and small
entreprencurs. providing assistance (0 ‘the poorest’, improving rural
and urban health fac and securing funds for rural infrastructure
and facilines. ™ One final instance revealed something novel. In the
salad days of Malaysia Inc. and Vision 2020, M. i
on his official travels the heads of many domestic conglomerates
urged o helped them to conquer foreign markets in far-flung places,
Minister of Finance Anwar had his share of rubbing shoulders with
the corporate elite. Yet Anwar seemed genuinely excited at the prospect
of sending Yayasan Salam (Malaysia’s in, ipient version of the USAs
Peace Corps) to poorer nations. In Anwar's scheme of things, onc
might speculate. would that be akin to using the state to spread
ABIM's Yayasan Anda to needy comers of the world?

In other words, Anwar’s common threads were, arguably, woven
across his UMNO phase as well, with the conscquence that he led,
as it were. a contradictory coexistence of pro-establishment and anti-
establishment parts. For most of Anwar’s sixteen years in UMNO and
the government, he supported the Mahathirist agenda. Anwar himself
did not have. or had not yet had the opportunity to present, a clearly
defined aliemative socio-cconomic programme. Anwar relied upon
Mahathir's Wawasan 2020 project and largely followed in his mentor's
footsteps. Anwar was not fundamentally opposed to Mahathir's
nationalist-capitalist project, even if Anwar eschewed its anti-western
dimensions and much preferred to look to its interethnic ambitions.
Likewise, Anwar never regarded Mahathir's cconomic solutions to
Malaysia's cultural questions o be anathema, only An himsell
tended o offer cultural solutions to questions of political economy.

One could say that Mahathir's nationalism was severely cconomic.
It was an older strain of anti-colonialism r xpressing itsell as com-
petition with the western states in the post-Cold War period. Anwar's
nationalism chose w search for common historical, philosophical and
cultural roots among the Asian nations. To that extent, perhaps the
rezlity of an “East Asian miracle’, replete with material wealth, excited
Anwar less than the posibility of an “Asian Renaissance”, uniqgue in
it el ennichment. Within Malaysia, Mahathir believed that only
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cconomic success could truly resolve interethnic disputes. Anwar
Irequently spoke as if he could dissolve such disputes in a multicultural
amalgam of Islam and Confucianism, as if he could retrieve the
commonalities found in a ‘consortium of cultures’ " revalue the con-
tributions of various Asian thinkers, and ultimately make it feasible
for Malaysians of diverse cultural heritages to appreciate that ‘we are
one family’,

Finally, Mahathir in the early 1990s wanted to establish an East
Asian Economic Group and spoke a harsh language of authoritarian
“Asian values’. Anwar, in contrast, published The Asian Renaissance and
acquired the idiom 10 go with his moral cconomy: civil society, univer-
sal values, empowerment and sustainable development. As a counter-
point to the selective “Asian values' of someone like Mahathir, Anwar
could offer, without undue contrivance, other ‘equally Asian’ values:

Asian values are mare than [authoritarianism]. What about virtue?> Whar
about abhorrence of corruption? What about regard for the rights of
others? What about fundamental liberties? Whar about an inculcation
of knowledge? Thase are also essentially Canfucian ethics, but this has
not been highlighted. What is highlighted again and again is filial piety,
respect for elders, respect for authority.
Up to a point Anwar could plausibly explain such differences with
Mabhathir in terms of the gaps in their ages and social experiences:
“Coming from my generation, [ emphasize the issues of civil society,
fundamental libertics and the trust and wisdom that the public, with
exposure to education and knowledge, should be able to exercise.”™®
Up to a point, Mahathir was even bemused by Anwar's artachment
to rhetoric and abstractions. At a critical juncture, Mahathir and
Anwar's worldviews diverged dangerously. Mahathir saw only con-
spiracy in the circumstances of mid-1997 and abhorred its resulting
‘anarchy’. Anwar's idcological threads wove for him a perspective on
the E ian ‘meltdown” that could contemplate a “creative destruc-
tion that will cleanse society of collusion, cronyism and nepotism”.*
Seen in that light, cach became the other’s Other, and Anwar was
a puta anti-Mahathinist before the roof collapsed on East Asia.
There would have been no 2 September 1998 without July 1997,
at least not in the way things developed afier that. As had been scen
before during the 1987-88 UNINO crisis desperate politics grew out
of unsatisfactory cconomics and policy differences became mixed up
with personal suspicions and power caleulations. From another angle,
sate imperatives, UMNOs factionalism and corporate interests were
jumbled into a volatle mix. Anwar's fall contained not only drama
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but also a degree of complexity unmatched by
Malavsan polities. The decisive role was reserved for
avons of sunival and political power that were preceded, complicated
and coloured by international developments. These develog
mcluded foreign media interventions and repercussions from the Indo-
nesian Reormast’s overthrow of Subarto. So complex a political crisis
had 1o spawn a complex social sequel. Alas for his detractors, Anwar'
plight did not lead to his quick ablivion. On the contrary, the
of Anwar’s humiliation and the audacity of his defiance insp
political and cultural dissent that gave birth to expres
blossomed on a scale no one could have foreseen,

Before Anwar's fall, ambitious UMNO and BN politicians and
corporate bosses cultivated the Prime Minister-to-be, while wheeler-
dealers queued to receive his blessings. Anwar’s licutenants did not
flinch from using methods of ‘money politics' when they took charge
where they could, out-bidding, out-influencing and dominating rivals
in the party and government. Anwar’s think tankers and academic ad-
visers used public instituti iversities and foundations to conduct
politically motivated research. Had Anwar gone on o become Prime
Minister, many of these people would have become influential beyond
their dreams. Their ways of pushing Anwar's agenda would have been
institutionalized. During the first days of September 1998, in Anwar’s
hour of need, the big-time politicians and the corporate bigwigs who
had fought to rub shoulders with the ‘anointed successor’, and their
spouses as well as the BN's women politicians who often berpeluk-petuk®
with Wan Azizah, were conspicuously absent. Out of fright, vulner-
ability, greed or a combination of these, the powerful UMNO or BN
puliticians, the corporate bosses and the lords of the mai; stream
media, who could never find any fault with "No. 2' before, underwent
a Stalinist-type conversion. Afier 2 September, they remembered noth-
ing ol past associations with Anwar except for his failing

But just when everything
scemied unisure of his next me
nary people  unnamed students, youth, and members of civil societ

came o Anwar's defence and rallied 0 his cause. Conlfronting
Anwar's persecution, these ordinary citizens, 0o, remterpreted past
il preseit, except in their cae, they gained a level of political con-

ny single event in
consicer-

everity

ned lost, when even Anwar humself

thousands upon thousands of ordi-

sioiiess that no amount of propaganda in quict tnes could have

dndaied. As Raju Peri Kamarudin has said
Many of thise REFORMASE supportcrs were uot even Auwar fans in

e past Many of e cven hought Aiwar was pact of the machinery.
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Many even blamed Anwar for being prart of the problemn. They even say

Anwar could have done something about all these excesses xnd injontices

when he was part of the government, but he did nes, Some even cyrically

nity Ahwar is now a victim of the same systern he upheld for 17 years

Why did Anwar not change the systerns when he bad a chance 07 New,

‘padan muka’, he is a victim of this same system.

But all that is forgotten now. Many have even forgiven Anwar for
joining the system rather than fight it. Amwar has redeermed Frrmedf for
being brave enough o take the heat rather than take the ey way oot
and setire to a lfe of fame and prosperity. Amwar bas paid penance far
in excess of his crimes.

To the people Anwar is ‘dead’. Anrwar is the symbed of what oppesition
to Mahathir can do to you. Anwar is the icon of resistance. %

In Permatang Pauh when he launched Reformasi, Anvwar recounted
his own understanding of ‘who stood where'. He declared that he
finally knew who his real friends were. They were not the
political and rich corporate types whom he had helped but who had
abandoned him at the drop of a hat His real friends, he said. were
the common folk whose support allowed him to reinvent himself It
later became fashionable in Reformas quarters to call him “DSAT for
Datuk Seri Anwar Ibrahim. In political terminology, cae could calf
Anwar a populist. Populism is notoriously difficult to define since
populists come in many shades and shapes. Some of them project
latent fears and prejudices that can be quite outlandish and descructhve.
The more p ing populists purport to articulate the basic meereas
of common people, of the “grassroots’, and communities need of
aid — in opposition to big business and insincere government. of course.
but without demonising others, such as foreigners or minorities of one
kind or another. It is possible to see one part of Anwar’s populism in
his caring civil socicty: assistance for the poer, compassion for the
disad ged and moral guid. tor fost youth. After 1998, annther
part of Anwar's populism lay in his antiestablishment crificisms of
corruption, authoritarianism and the kack of respect for buman rights,
With the advent of Refrmes, Anwar's populisn gave veice © post-
erisis social concerns that Ly bevond a nostalgia for rapid growth and
@ high Kuala Lumpur Stock Exchange index, but equally bexond
reforms that would restore investor confidesce ouly o the exuent of ads
vancing influential domestic corporate ieres and. Boevige: inxesncns.

I Anwar's tragic trajecton s worth retucug, & s bovause i cod
pownt condensed into wsell what ws swredy sordic about te Malisysiaz
political system, Bu, swprbingly, R abo uncosered many promising
things abour Malaysian society thas came together ux Ryormase, Salicas
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among those promising things was the reverberation of the principal
themes of Anwar’s carcer: multiculturalism, Islamic dissent, anti-
authoritarian claims for ‘Asian values’, and civil socicty's interventions
in politics. Many people might not have been convinced by this part
of Anwar's agenda before his fall. After Reformasi, many would belicve

nothing else.
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Reformasi and the
End of UMNO’s Hegemonic Stability

It s dangerous to call 4 tyrant a tyrant in his face. Tn the old days,

one would be incarcerated in prison and left to rot. The modern

equivalent 1o this is adverse and damaging publicity and news which

undermine leaders and nations and stunt their cconomies and
political health,

Mahathir Mohamad, Speech at the New Asia Forum,

Kuala Lumpur, 11 January 1996

What need we
account?

who knows it, when none can call our power to

Macheth, Act V, Scene |

Tunku Abdul Rahman, Malaysia's first prime minister, tended to
think of politics as a matter of culture, ideally an elite subculture of
good form and chummy compromise. Economics scarcely held any
adraction for the Tunku. His leadership of UMNO and the nation
came to end when, among other things, mass economic discontent
fuelled the violence of May 1969 that destroyed the viability of the
Funku’s Alliance regime.

ir, in many ways the Tunku’s béte noire, considers politics to
Yy a question of cconomics, and hardnosed economics at
that, which Mahathir has decided is necessary to free the Malay
community from its ‘relative economic backwardness' and to project
Malaysia as a developed nation. Mahathir has little interest in culture,
with the principal exception of the ‘defects’ in the culture of his Malay
community, a culture he dreads and has always wanted to rectify.
Alter Anwar’s sacking, Mahathir and his regime were rocked by a pre-
dominantly Malay revolt that was rooted in cultural sensitivities and
that inspired new forms of cultural expression. This revolt, with its
far-reaching political ramifications, shall be bered in M:

history as Reformasi.

be primari
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The Meanings of Reformasi

Anwar was 4 free man between his sacking on 1 September 1998
and his arrest on 20 September. Expelled from UMNO, Anwar had
no political machinery to push his cause. However, he was buoyed by
the spontancous support visibly expressed by the mass gatherings of
supporters and visitors outside his home in Kuala Lumpur. Anwar
quickly rediscovered his skills as an activist and demonstrated his mettle
as a dissident by addressing mass rallics, mosque gatherings and hastily
held ceramah. Rallies in different parts of the country drew larger and
larger crowds. Some attended out of curiosity as to the truth of the
charges against Anwar or out of hostility to Mahathir and his regime
but most had sympathy for Anwar's position.

At a massive rally held in his Aampung of Cherok To'kun, Penang,
on 8 September, Anwar issued the ‘Permatang Pauh Declaration’
(named after his parliamentary constituency) that defiantly called for
Reformast -~ for social and political reforms that opposed Mahathir's
“cronyistic’ responses 1o the financial crisis.' In the Malay language,
Reformasi brought echoes of the Indonesian movement against kolusi,
Korupsi, nepotisme (collusion, corruption and nepotism) that had toppled
Suharto’s New Order regime just a few months ecarlier in May.

The culmination of Anwar's short-lived ‘roadshow’ to spread the
message of Reformasi was a march of tens of thousands of his sup-
porters across Kuala Lumpur on 20 September, one day before the
closing ceremony of the 1998 Commonwealth Games being hosted
in the capital.

That same evening, balaclava-clad and submachine-gun-toting com-
mandos broke into Anwar's home, arrested Anwar, and whisked him
to the national police headquarters in Bukit Aman, Kuala Lumpur.?

After that, Anwar’s call for Refirmasi resonated beyond most ex-
pectations as Reformasi blossomed into a social movement opposed to
Mahathir, UMNO and the Barisan Nasional (BN).

At one level, Reformas was an inchoate movement of cultural op-
position born of Malay revulsion at Anwar's maltreatment. The official
announcement of Anwar's sacking gave no reason for Mahathir's
action. Mahathir's 1 ion for Anwar's expulsion from UMNO,
issued 48 hours later, was terse: ‘We find him not suitable, thats all’}
That could hardly be all.

Affidavits which ‘were not tested in court and incriminated Anwar
m a broad range of criminal offence’, in Amnesty International’s
words, ‘were improperly made public’.! The UMNO-owned and other
state-controlled domestic media published purported details of Anwar’s




o

End of UMNO's Hegemonic Stability 101

alleged adulterous liaisons with a number of unnamed women and
homosexual relations with his speechwriter, an adopted brother, a
former driver, and another unnamed person.

On 4 September, for example, the New Staits Times carried a lengthy
affidavit by Musa Hassan (Senior Assistant Commissioner 11, Criminal
Investigation Department) that contained accounts by ‘witnesses” who
aimed to have been involved in or subjected to different acts of
xual misconduct’ by Anwar.® Musa Hassan’s affidavit, along with
affidavits produced by the Attorney-General, the Director-General of
Prisons, and an Assistant Commissioner of Police, had just been filed
as part of a court hearing in which S. Nallakaruppan had applied to
be moved from detention in the Bukit Aman police lock-up to the
Sungai Buloh prison.

Nallakaruppan, a director of Magnum Corporation Berhad, and
someone Anwar had described as ‘an occasional tennis partner’, had
been named in the 50 Dalil book as an organizer of Anwar’s supposed
Al escapades. Nallakaruppan, in detention since the end of July,
ng trial on charges of illegal possession of ammunition,
conviction upon which would bring a mandatory death penalty. He
wis also being investigated for possible breaches of ‘national security’
since ‘his activities could be exploited by subversive elements in and
outside the country”.®
affidavit noted that the continuing police inves-
tigation of Nallakaruppan’s relationship with Anwar had uncarthed
official letiers and ‘cash in mixed currency ... totalling approximately
RM?2 million” in Nallakaruppan’s possession.”

Two days later, the media reported statements by the Inspector-
General of Police that Anwar ‘had used his position as Deputy Prime
Minister to interfere with investigations into the book, 50 Dakil Mengapa
Anwwar Tidak Boleh Jadi PAT®

On 8 September, Mahathir insisted that he had dismissed Anwar
because of the latter’s ‘moral misconduct’ and not because of ‘what-
ever differences ... over political or economic matters’?

One day before Anwar’s arrest, Munawar Ahmad Anees, a speech-
writer for An and Sukma Darmawan Sasmitaat Madja, Anwar's
adopted brother, were sentenced to six months’ imprisonment cach for
‘having committed an act of gross indecency” by allowing Anwar to
sodomise them. ¥

Other ‘chargy ainst Anwar, were insinuated by UMNO figures.
For examply ar Baba, with schadenfreude, one assumes, gave a
conspiratorial twist to rumours of Anwar’s links to ‘foreign powers’
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Nome ol the ambassadon have asked point-blank: When will Mahathis
sep down” Why docsnt he hand over to Anwar so that he can revive the
v’ Same, Bhe the UN Ambasador, have been ver: Provocative.
When Anwar went to Washington, he was given red-carpet treatment,
a3 he were alreah PM. These are signals. We may not have concrete
Pt that 4 certam Western power wanted 10 put its puppet Anwar in
place. bat we Malavsians are not stupid 1

Durmg those fateful davs of September 1998, the N
was sureh stageered by the scope and scale of the
Azwar @ offical and unofficial ways. As Anwar said iron

De Mabathir has sucveeded in making me a record-holder. Everything,
Women, men. cormuption. agent for forcign nations, traitor, sclling
sovemmment sevTess o forean agents. And this is the man he supposedly
o0k and rased as his successor.... He has gone to the extreme of accus-
¢ e of hemous crunes against humanity, religion and the state.!?

an public
gos against
Iy,

ay

Makavsians having been desensitized by frequent rumours and
oz Inemgtype expasés of corruption and (heterosexual) philandering
=moag eccupiers of hugh office, it was unlikely that mere insinuations
2gains Amwar for Bke misconduct would have been politically devas-
iz, Nor was it probable that unproven hints of foreign connections
would go far in tainting Anwar. Indeed, not a few people would
remmember that on the very day Mahathir became Prime Minister, his
pofiical secretany. Siddiq Ghouse, was arrested on suspicion of being
25 2zent of the Sovict KGB. The revelation then did not deter
Mabathz's continuation in office.

All this mary bedp 10 explain the special prominence given w0 Anwar's
alleged homosexual lizisons in the litany of his supposed misdecds,
Peshaps Mahattar and the UMNO clite expected that after a ‘trial by
media the tewdsy allegations of Anwar's acts of sodomy - a crime
wancdes Malzyszan Laew and 2 suin against Islam — would stun the Malay-
Musdzn canmunity inw a cmed acceptance of Anwar's guilt, Tt was
s o the charge was w unbelievable, it simply had to be true! But
Mzhathir and the UMNO elite had miscalculated. As supporters
stzeznert us Aswar's honse and wherever be made public appearances,
s endent that the UMNO rank-and-file and the Malay com-
sty i groeral were uncmyvisoed by the orchestrated expreasions
A vt o Mabatbur and verbal attacks on Anwar, Mahathis and
e pasty leadership ‘went uy the "o reassure them that
srrah oA fsraas's s’ would be fortheoming, Vo incredulous
CMNG esbrs, Mabathin sesponded, “Dhose who don't wint 1o
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believe (Anwar's moral misconduct) are only decerving thermetves. We
will not take such action unless we have sufficient evidenes” '

But the first pieces of evidence proferred — the guily pleas by
r Ances and Sukma Darmawan - were, politically, frovdf
kma Darmawan and Munawar Anees had been detained
under the Internal Security Act on 6 September and 15 September

ively. When the Special Branch pofice interrogated Sukema

Darmawan and Munawar Anees, neither had access 10 Lxwyers, family
itors. On 19 September, they were produced in court where they
pleaded guilty to the ‘gross indecency’ that tied thern to Amwar. Th
circumstances of Munawar Anees and Sukma Darmawan’s detention
and interrogation, the suddenness and brevity of their trial, and the
swifiness of their pleas that were made through Lawyers appointed for
them offended public sensibilities rather than convert the disbebeving.
Only an unmoved anti-Anwar camp remained blind to the fact that
the guilty pleas had been obtained under extreme duress.

In the New Sunday Times of 20 September 1998, Joceline Taz wrote
“In reality, the rformasi line has washed with very few Malays. Most
see it for what it is — a camouflage against the very grave allegations
being levelled against Anwar’."¥ The opposite was true. Mahathir's
move had backfired and it was preciscly the levelling of “ery grave
allegations against Anwar that had washed with very fow Makays.

Whether he knew it at the time, Mahathir, who had long shown
contempt for many aspects of Malay culture and values, had rans-
gressed a deeply held Malay cultural code. Mahathir, whese *Asian
values® had an authoritarian cast, had no appreciation that “Asn
vitlues encompass[ed] more, much more’ than ‘obeiance to the ruler”
and that *among the larger rubric [was] the implicit regard for honour
and the avoidance of shame, ofien simplified and perverted as “face™ 2

That *) values” were no less *Asian’ in their conception and
defence of dignity and honour in the face of arbitrary rule i readily

apparent from a passage in Sewrat Meox that has been interpreted to
denote an ancient Malay social contract between a ruler and his subjects:

The subjects obtained the agreement of the would-be tuler that vo
matier how badly the subjects behaved even if w0 the point of descevig
1o be put to death .. they should just be killod. But ot o condition were
they ever 10 be shamed and humiliated. b tum, the wowkdde nee asked
that the subjects would never drdata (rebell. The subjects gave theis
assent, auhject o the condition that i the et weee o beeak bis side of
the bargain, then they, the subjects, woulkd no kger be bowad by thei
alde of i v
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In towns and villages actoss the country, within the civil service,
Of wmnen campuses, among students studying abroad, amonyg
women not accustomed to public displays of political disapprobation,
and even at UNMNO Jower levels, Malay popular opinion had no
hestanon m determining who had broken *his side of the bargain’.

The bargam had been broken by “stripping the opponent of every
Last vesnge of honour and esteem’,' by “dragg[ing] Anwar to the low-
ot pit. and that 1o when he had just been idolized as a national
leader” ™ In addinon, politics aside and warts and all, Anwar is the
her ol s mnocent children and a husband whose wife has whole-
heariedhy defended as “an honest, deeply religious man’.' By one of
those mealculable comvolutions of culture, Anwar's aib (shame) was
amplficd through the humiliation of his family and distended into the
dsgrace of an entire community. Woefully sometimes, Malays said to
themsehves and 1o others that as Anwar had been left with ‘no face’,
it was shameful to be Malay'

There were many anecdotes of elderly Malays in villages who were
s disgusied by the unrestrained media descriptions of Anwar's alleged
sodomm z2nd masturbation that they shunned the print and electronic
media It was not an isolated matter of the prudery of the rural clderly.
In Kuala Lumpur. Malay youth, middle-aged Malays (who brought
therr children along). and Malay women demonstrated against the
TegEnc m waves and numbers not witnessed since the Baling farmers’
protests and unnversity and college student demonstrations of 1974,
Protestors clashed with riot police in Kampung Baru, the *Malay
heant’ of Kuala Lumpur. A cultural line, which should have been
resperied, had been crossed and the result was moral revulsion stifl-
ed mto poliical opposition: “There is just so much a man, a people,
2 ation can take. Enough is enough.")

In the face off between state and citizen, the baton-w clding ‘Red
Hedenens' Federal Reserve Unit riot police) and plain clothes Special
Branch prosouned backed by water cannons stood on one side, On
e other were ordinary, unammed and peaceful protesters, inc luding
eddesly wen, widdle-aged men and women, young girls .. senior
coassagere e private swator L executives o civil servants, e,
busisessinen, Lawyers' and ‘Rockers in leather jacken? "Mheir varied
bachgrensadds eveded Refrmast's Wroad social front along which the
tegine’s begitisnary had been los

At & seramdd boved, Refrmas heeane e wite of disy wing voices and
dirrnative medivms of expression, communication and debate tat
canatard wroed and wnppcative lonms of social criticism, A YOung satinist,

chers,
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Amir Muhammiad, mixed political isreverence with lterary crmicisns
in his *Perforated Sheets’ columnn in the New Strats Tomes berwern
Anwar's dismissal and February 1999, A middle-aged diarise, Sabri
Zain, moved (usually with his “significant other’) betwern the swzerss
and the Internet, between participating m stseet-level demonstrasions
and dashing home to spread eyewitness accounts via the “alternazive
information' superhighway. Sabr maintained an oofine Refsemas Diary
that provided the most moving record of the 19969 protests and
activitics, as well as the unforescen changes in social and political
attitudes. National Laurcate Shahnon Ahmad, writing 25 an elderty
allegorist, encapsulated the loathing for the *Amwar 2’ in ks best-
selling novel, SHIT@PuwaMak. Summoning 2 scatological imagery Enk-
ing bodily stench to a miasma of social cormuption, this “pofitical nove!
that stinks and raises stinks’ popularized vernacular profanity as 2a
anti-regime code.” A cartoonist, Zunar, stopped working for the main-
stream media and turned to creating piercing cartoons of Makachir ™
Despite the utterly ridiculous prohibition of the sale of party mews-
papers 10 non-party members, Parti Islam’s [PAS, twice-weekdy parts
organ, Harakah, rose in circulation [rmnboll))be!‘me&mmbc\c
300,000 copies. The regime’s media fagships. such as the Ve Stz
Times and Utusan Malaysia, were boveotted. By defaul. Houizh_ abo
available online, almost became the standard bearer of ruth. New
Malay language magazines such as Tomade Dest. Wisict and Bk
as well as the online bilingual journal, Satv, brought together writers,
analysts and artists, and maintained a steady stream of commentary
and muusm
Over ht, Reformast brought an unintended fulfifment of the
regime’s slogan, Cintai IT! All sorts of Reformes-minded individualc
‘oved IT”, and especially the Internet, for enabling them to post
information, access materiaks and connect with other people in wavs
that were free of state censorship, even if the wsers were not quite
liberated from fears of
of the Multimedia §
its crities. “The information superhighway was dificult to police as the
regime could not tamper with or shut down websites, without Viokatisg
the freedom of expression promised i the MSC'S Whpowmt ‘B of
Guarantees” that Mahathir had offered internatonal ivessoes. There
were, therefore, virtally no obstackes w0 the mushiooning of Ryt
websites (althongh anti-Retema sites eterged as welll
Some were the websites of established onganizations, partdasiy
the opposition parties and non-goyenunental sogaizations. Congran
o widely held prejudices abont the weongatibitity of bdam with, the
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e it attamond rechmoiogy. te PAS welsite (Marstaddaify) win toehy
mecalte g o sopiaxcared of the websites of the politeal g tiee
Somme welissties wiere azoeymowsdy maintained, whether i Maliyaii o
o el Thier dessgnavons, however, made cleir the pringignl
o st elpeemnes of those who kept, supported and visited Qier
Lamar Eafirmizs Reformasi Website), Jiea Mendeka (Soul of Tndepen
woe . Ay Onbne. and freemalaysia. The webmasters of other sifes,
fior exaple. Sabei Zain (Reformasi Diary) and Raja Petra Kamarudin
T $taleey s andd King), were individuals who disdained 1o conceal their
eenirs of giaks. Other websites even flaunted such names as Mahafirmn
Foerat Prarvh) or Mahazalm (Great Tyrant) that were sneeringly open
shwwir the target of their derision — Mahathir himself.

Fhe fteformai websites collectively carried countless postings in
Slabey and English, and, frequently, translations from one language
i thie wifier. The postings were breathtaking in their diversity. They
s dded announcements of Reformas events; reproductions and trans-
latiape ul news reports, unoflicial transeripts of Anwar’s trial pro-
coedigs and transcipts of interviews; press releases and eyewitness
ety of protests and public events; economic and political analyses;

dirnanics ol public tatks; leers, appeals for support, petitions, and
peanmnders onvorer regbtiation; rebuttals of official statements, dia-
tiabies wgainst leading politicians, denunciations of senior public
il and atcusations agast corporate figures; police reports, copies
b alfical and purponedly official documents; poems, modern fables,
pihinsttagraghie and Cantoons; and recordings of specches and videw clips.

St all the puntings were thoughuul, Some weve barely readable
bt it b gualing o becawse they were no better than online surat
(pay Gibbedd wirky fabiicationa. Judging by the unpact of the more
sty wekaiten, Roveever, the bateriet soices ot Refonmas did challenge
awly ol maiatcam media Older Tieinet discus-

e i s g

st hats capnted whide new e cierged, Between theny, achve
ublic’
el
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Reprmas supporters condenmed the “unprofessional® conduet of the
pobee forve. They boyeotted the mainstream media for whit they were:

ogans ol regime fa. After student stors were arrested,
R i prop 1

it was the tum of the university administrators o be criticized for their
complicity i “disciplining’ those students and otherwise suppressing
freedom of expression on and oft the campuses. The economic or
financial regulatory agencies were derided for licking in professional-
wm and independence. Many Muslin supporters of Reformasi spurned
state-appointed religious officers for collabora

The regime’s leaders viewed the shilts in popular mood and the
expressions of protest as bordering on anarchy’. ‘The regime’s reply
consisted of even greater media misrepresentations of the protesters
and their activities, stricter policing and ficrcer repression. Yet Reformasi
never had the aim of wning Malaysia upside down, only of turning
its body politic mside out, so that its institutional organs were bared
for dleansing and restored to health. But since Mahathir personified
the emasculation or degradation of key public institutions, Reformasi
supporters were agreed on a fundamental point which summed up the
regime’s loss of legitimacy: Undur Mahathir! (Resign, Mahathir!). And
not even the trials and conviction of Anwar could change that mood.

ting with the regime.

The Trials of Anwar Ibrahim

Anwar was prosecuted in two scparate trials in 1998-99.%7 The
first trial began on 2 November 1998. Anwar faced a total of wn
counts. There were five counts of corruption — one for ‘subverting the
course of justice’ by using his office 10 suppress an Anti-Corruption
Agency investigation into his private secretary’s activitics, and four
for “interfering with witnesses’ w0 protect himself’ from prosecution.
There were in addition five counts of sodomy with five men, including
Azizan Abu Bakar (Anwar's former driver), Munawar Ances and
Sukma Darmawan.

The trial was highly politicized, given the manner of Anwar's sack-
2. the sensational accusations against him, growing public opposition
w Mahathir, arrests of several Anwar assoc iates, and domestic and
mvernational prowsts against the assault on Anwar, Some of the cir-
cumstances surtounding the wial, such as the arrest, summary tial,
comacton and sentencing of Sukma Darmawan and Munawar Ances,
were bizarre. Shordy afier, both convicted men recanted i guilty pleas
and said their copfessions had been obtained ander duress when they
were i police devention. There was a parallel wial of 8. Nallakaruppan,
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during which his lawyer gave evidence that the prosecution wanted
Nallakaruppan to ineriminate Anwar.

For many people - some were moved 1o demonstrate agaimst the

regime, others to keep a vigil outside the Kuala Lumpur High Court

the trial was odious. Even before his trial began, Anwar, it was felt,
had been ignominiously convicted by Mahathir, UMNO and the mass
media they controlled. Moreover, the Attorney-General had blamed
the police for Anwar’s assault and the Inspector-General of Police
had resigned but no one had been charged with beating Anwar. Many
sectors of the public were incensed by the prosecution’s introduction
of certain kinds of evidence — such as a matiress said to be stamed
with Anwar’s semen — and repulsed by media presentation of lurid
details of sexual acts allegedly committed by Anwar.

o many observers, the conduct of the trial was unfair to the
defence. Justice Augustine Paul’s restriction of the defence to answering
only the charges laid against Anwar, and his refusal o permit the
defence to present its counter-charges of a high-level conspiracy against
Anwar belied the political character of the trial. In addition, Paul fre-
quently ruled that the testimony of defence wi cs was ‘irrelevant’.
At one point, onc of Anwar’s lawyers, Zainur Zakaria, was sentenced
to three months’ imprisonment for contempe of court while carrying
out his client’s instructions.

In the public view, nothing was so prejudicial to Anwar’s defence
as the prosccution’s dropping of the charges of sodomy and sexual
misconduct at the end of the presentation of its case. By severing the
two sets of charges, the prosecution was in fact no longer required to
prove Anwar’s sexual misconduct. As if this was not controversial
enough, Paul, acting at his own discretion, expunged from the record
all evidence given in relation to the discarded charges.

In vain, the defence protested that the doubt its cross~examination
had cast upon the credibility of key prosecution witnesses had come
10 nothing. Paul himself noted that “further attempts by the defence
10 go into this issue in the course of the trial were met with ngid
sanctions trom me’.# To some observers, the trial took on an alm
swrreal character from the melod ic elements of the p ing:
mcluding:

the remarkable adiwission by the Special Branch to the techniques of
“turning over” and of at least one seuior officet to the willinguess to lic in
obedience 10 authority, o the weeks of very public lessons i sex. educa-
ton and anal exaninations, and the somewbat more dubious lesons in.
DNA tingerpraning W which the “wacher” could, not explain the smple
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The trial was dogged by other developments, In February 1999,
Amwar gave evidence before a Royal Commission of Inquiry investi-
zanng the assault he had suffered while in police custody the previous
September. The former Inspector-General of Police, Rahim Noor,
through his lawyer, confessed before the Commission 1o the assanlt on
Anwar. In March 1999, the trial was almost halted when Anwar's
Lswyers were threatened with arrest upon their refusal to make closing
AFEWICNES 48 4 protest against the conduct of the trial thus far. When
the defence wam applicd to have Paul remove himself on the grounds
ol bias in favour of the prosceution, the judge rejected the application.

Anwar's first trial ended on 14 April 1999, Paul found Anwar
guailty oo all counts of cormuption and sentenced Anwar o six years’
unprisonment on cach count, the sentences to run concurrently from
the daie of conviction * In the courtroom, Anwar maintained his
snocence, praised his lawyers and thanked his supporters. Above all,
hie urged the continution of Keformasi. Ouwside the courtroom, in
vadows parts of Kuala Lumpur, Anwar's and Refirmast supporters
desnonsrated agam the verdict. Or, perbaps, they were Lurgely
protesting the hashiness of the sentence the Judge had not made
Aty allowance for the wven months that Anwar had already spent w
detention while awaiting wial  because the verdice was for them a
fuegone conclusion “From e eaction of people i the sueets, one
Gt dider than they believe mpolieal Compitacy, commicented former
Jdige, M Hashun ™ The “people w the sticets’ were repeatedly
asslted and duprised by ot police,

Bty dhabibicdd Bk 14, 14 Apd brought the prvsecution the legal
ekt i wanted sk brought o politcal sutcome beuelicial w
Makiathae: Avwenr was i prsaon and politically duabled. Bagiog a
gt agpal agamat Wi comviction, Anwar would be disquaiticd
Fee senching ana Merben ol Palianeat and could not stand o
Chete b e yence alter serving i sentence Sl the s demous
Atatbans iy Buaka | A elhor iationwidy proteats, wid ncoiauona
et gt e vordion mndicated thar the conduet ol etk
Al Fal's Jaddgeniont b ot seeuned (o Mahathin and s vegune
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nwar lodged several police veports, i
cuespaned by coples of official documents, alleging cornaption an the
part of several of Mahathir's closest political asociiten, jn Tndling
Dazn Zainuddin, Rafidah ; v Tamby Chik: Fhese police
eports, gnoced by the mainstream media, found their way into the
Interner.

On the other hand, Murad Khalid, a former
Bank Negara — somcone supposedly ‘close t0 An
being investigated for corruption — made a statutory declaration im-
plcating Anwar and many individuals and organizations (all oppesedd
o the regime) in the maintenance of ‘master accounts’ and *slush
funds'.® The media publicized Murad's statutory declaration and the
director of the Ant-Corruption Agency declared his agency ready 1o
mvestigate the allegations made in Murad's statutory declaration.
Murad, however, departed for an undeclared destination, with several
defasation suits filed against him by those he had ‘implicated’, nota-
bly Chandra Muzaifar and the | ization, Ali
Kesedaran Negara.

Anwar's wrial was again adjourned, initially because the judge had
a bisd buck, and after thay, indet cly. The second adjournment co-
incided approximately with the advent of the 1999 general election.
Auwar was held in seclusion: his stream of communicatons from
peison, police reports, courtroom remarks and off-the-cufl statements
Catne 1o an cnd. But by then Reformast had moved onto the terrain of
direct politics

ant governor of
T and wha was

Barisan Alternallfl and the 1999 Election

Pl far, Keformust has been discussed as a predominandy *Malay
phenomenon’, which it was, particululy at the level of popular protests
and street demomstrations. A i height, though, Reformas: achieved a
comm bl breakthiough that created novel possibifities ol mulu-
el ey

Weeka befue Anwar's saching, L Guan Eag of the Democratic
Action Bty (DAF wan faiteed Tor sediion. Gian Eug's wial and cous
VIt B conmection: with the starwory rape ol an underaged
Mithay giel. Bawnesnn alleged o Kahin Vnby Chik, then UMNO
Nonth Feesichent and Chiel Mingster of Malicea, win mvolved. Radun,
heveevee, s ot prsecuted over e samoured allegauons but poliv:
catb premsne withi i augide UNNG vompelied b welinguish
beks il psts Nany Nldayx wene toved o temper theu customay
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NGO= with w largrby tiem-Matay rowvekwessbagy brgey to axennisge witly
the cill for Heforman. Ve thetn, Assar's salteeaswsy segemweated 2
conthuence of tecent injusticrs (the g wied arfier mill
of Anwar and Guian Vang) wtd pass sezedade (of due 159980,

The entry of PAS, DAY and Varts Radowar Yableon PRM mns
Reformasi began hesiatithy, s roigha be sepnced of ARG e
who had once wotked wit the "ABIM Ao Far msvacue, sme P45
leaders saw Anwar's pred popr iors of deir Tong-Aeid
distrust of the Anwas view that meznigiil bz cmid B
clfected from within the BN Thers weze PAS fimres. . wite
devalued the need for ‘reformation” on e s duc ‘PAS had
been pushing both Islamic vadoes ouf e demund B ol ot fome
before the Anwar crisis”.* The DAP also sk i dime as Taugr
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groupings of opposition p:
Reformasi. 'The
of protest it was 1o the political vehicle it could become. In a w.

was a matter of sensing, as Anwar’s ally, Mohamad Ezam Mohd
Noor put jt, that ‘the people, the reformas movement, want[ed] to
participate in the political process, rather than just voice their dis
satisfaction in the strees’. ™ In performing this task, the more political
GERAK swilily overtook the more ‘civil socic 1y’ GAGASAN.

GERAK became a coalition that drew into its fold many types of
‘Anwaristas’ (Anwar supporters and his key allics who
abandoned UMNOJ; the Islamists from PAS, ABIM, and Jemaah
aysia (JIM); DAP's “Malaysianists’; PRM's social democrats;
i ives of women's izati
It was a measure of Reformasts blurring of
the ethnic divide that the new or reinvented leaders of dissent were
figures identificd with principles, and not the colours of their skin:
They included Wan Azizah Wan Ismail, the leaders of the opposition
parties, Anwar's team of lawyers, prominent NGO activists, and
lawyers voluntarily helping arrested demonstrators.

Thus, GERAK gave Reformasi a form of institutional expression.
This was particularly so when Wan Azizah led Parti Keadilan Nasional
(Keadilan, or National Justice Party), founded one week before ‘Black
14, into GERAK.

Initially, GERAK scemed experimental and reflective of the fluidity
of Reformast tha, like social movements elsewhere, blended bits of the
future with bites of the past. GERAK operated on the basis of regular
consultation among its members but its own dialogues were often
disagreements among partners. RAK’s fresh vision of broadbased
multicthnic cooperation often had 1o contend with the old suspicions
of formerly opposed parties (as well as the NGOs' own programmes).
Its alliances were untested in an election but « ready its difficulties

were considerable.
Some of GE

AK's greatest difficulties were idcological ones.
GERAK’s parties typically appealed to specilic constituencics, PAS's
support came almost entirely from Malay voters. But non-Muslims and
‘liberal-minded’ Muslims were often hostile 10 its Islamic programme
and its ‘ultimate goal’ of an Islamic state. DAP's *Malaysian Malaysia®
programme had always depended on non-Malay support but it had
also long been dismissed by most Malays for its ill-disguised Chinese
PRM had tions of a
alist pladorm. Keadilan, most closely
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associated with Anwar, had enormous prestige but it was uncertain
whether its untried multiethnic politics of *national justice’ and ‘reform’
could draw many Anwar supporters or much Malay support away
from UMNO. Hence many, and not just regime or UMNO spokes-
persons, questioned whether GERAK's combination of PAS’s Islam,
DAP's multiculturalism, PRM’s social democracy and Keadilan's
‘national justice” was ideologically sustainable.,

With a general election expected in 1999, GERAK had to resolve
other issues. The two major parties in GERAK scemed to diverge in
their clectoral goals. PAS wanted a maximal goal of replacing the
Barisan Nasional government, while DAP argued for denying the BN
its customary two-thirds majority in parliament. PASs confidence had
been enhanced by three factors: its 1990 and 1995 electoral successes,
its sensc of a deepening Malay disaffection with UMNO, and the
logical argument that GERAK could not pose as an alternative to the
BN without being prepared to take power. DAP's caution stemmed
from the rout it had suffered when trying to capture the Penang state
government in 1995 and non-Malay uncase over the consequences of
a BN defeat and having PAS in power.

If GERAK was to present a unified opposition, it had to forge a
power-sharing framework. The realities of an cthnically influenced
demarcation of electoral constituencies gave PAS and DAP natwral and
non-overlapping targets. For PAS, these were the pronounced Malay-
majority constituencies. For DAP, they were the urban constituencies
with obvious Malay ially Chinesc) majorities. The smallest
party, PRM, would not contest many seats but it had previously
contested urban middle-class constituencies with non-Malay majorities
that could equally be DAP targets.* Keadilan's situation was more
complex as it was new, undeveloped, predominantly Malay in member-
ship, and grounded in an untried multiethnic Reformasi. Keadilan might
contest a mix of Malay-majority and non-Malay majority constituen-
¢ies that could lead to conflicts with PAS and DAP over seat allocation.
Finally, some NGOs in GERAK were cither interested in ficlding their
candidates, or could provide candidates for one or another party.
nst various domestic and foreign criticisms, GERAK overcame

its internal difficulties in quite original ways. By August 1999, GERAK
had reached an agreement on three critical matters: a common election
manifesto, a ‘onc-on-one’ strategy that would field only one opposition
| candidate in any contested constituency, and an undertaking to resove
: issues of potential divisiveness by institutional procedures. This un-
' precedented level of cooperation and collective leadership among the
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opposition led 1o GERAK’s being called *Barisan Alternatif® (BA, or
Alternative Front). The road from Reformasi to GERAK and eventually
to the BA was paved with more internal problems than any summary
account can capture. And yet, by November 1999, the BA had become
sufficiently unified that it was prepared to offer itself as the alternative
to the BN,

On 24 Ocober, the BA released its joint manifesto, Towards a Just
Malaysia.** Tn s political analysis, the joint manifesto linked the
Anwar affair to the regime’s post-July 1997 and particularly post-
September 1998 economic policies. It questioned the entire system of
administration of justice over Anwar's prosecution and conviction, the
imprisonment of Lim (nmn Eng and other controversial court cases,
all of which, the manifesto argued, had tumned the judiciary into the
executive’s political instrument. The BA's manifesto attacked the re-
gime's intolerance of dissent and its use of police force against peaceful
demonstrators. It also offered a wide-ranging programme of social
and political reform that would investigate allegations of high-level
corruption, reassess prevailing practices of privatization, and restore
civil rights and liberties. While GERAK did not definitively address
the differences between PAS's Islam and DAP's *Malaysian Malaysia’,
the BA'S manifesto atlimed the importance of a constitutional frame-
work for dialogues between Muslims and non-Muslims.

In November, the BA went further and presented its People’s Budget
that clarified the BA's positions on several economic and financial
mattens, including capital controls, taxation, investment poli and
development priorities. Its cornenstone was a populist commitment to
dismantling “corruption, cronyism and nepotism’, providing a safety
net lor neglected social groups, reversing the privatization of core social
SCIVICES, 1estoring prol | integrity 1o pl and regul

agencies, and terminating the regime's predilection for megaprojects.

Phe substance of the social, cconomic and political reforms and
provisions cnvisaged by the BA's manifesto and budget was not entirely
new. Most o the teforms had been encountered i the denands voiced
by the opposition parties and NGOs during the crises and struggles
of the 1980, Nor was the idea of @ second coalition” novel i and of
wiell. The idea had been wsted e the 1990 general clection via two
opposition coahtions: Angkatan Perpaduan Unimah (combining Se-
gl o and PAS) wd Gagasan Rakyat (combining Scmangac 46,
DAF, Pardh Beouu Sabah and other sinaller parties).

The sovial and political ugniticance of the o BA docuents lay
ehewhvie, sty ooads a st Madavsa wy pringiple setaside the “Malay
osmance” paramgtens ol BN polines and gave o glinpse of how far
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the BA was willing 10 go in building a ‘rainbow coalition’. Second,
Semangat 46's leading role in 1990 attested to the political assumption
that any contending coalition had still to be built around 2 major wing
of UMNO. But the UMNO elite in 1999, barring the departure of
core Anwar licutenants, was not split the way it was after 1987. To
that degree, popular Malay support for the BA reflected a hitherto
‘unthinkable” willingness, among Malay voters, to have a non-UMNO-
led government. The BA's People’s Budget, 100, was not so much 2
detailed ‘budget’ as a ‘vision' of what an alternative plan of economic
development might be, should the BA come to power.* And to that
extent, the emphases and directions of the Feople’s Budzet indicated the
social base to which the BA hoped to appeal: the rural populace, urban
poor, middle classes, profcssiénah, small and medium-sized businesses,
and the civil service. They constituted a broad social base that could
respond istically to the various platfc of BA’s partners.

The tenth general election was held on 29 November 1999 about
cight months ahcad of its constitutional deadline. A total of 193 pariia-
mentary s were contested. Elections were concurrenty held for all
state legislati blics in Pen Malaysia but not in Sarawak,
which had held its last state election in 1996, or Sabah where the BN
had won the state election of 12-13 March 1999,

Alter fourteen months of post-Anwar turmoil, the BNs electoral
objectives were straightforward: preserve its customary two-thirds
majority in parliament, retain power in all states (except Kelantan),
and abort the BA's emergence as a credible “alternative coalition”. The
BA aimed to win at least one third of the pariiamentary seats, retain
control of Kelantan, defeat the BN in other states, and introduce a
vibrant opposition into Malaysian politics.

The basic tenor of the electionecring reflected the objectives of the
principal antagonists. The BN argued that enly its coalition cowld
guarantee continued economic development, political stability, and,
above all, untroubled interethnic relations. In an abumise Caumpa
that exploited ethnic fears, the BN wid Malay vorers that ondy UNINO
could preserve *Malay dominance” even as it warned noa-Makay votees
that only an UMNO-led coalition could sateguand them against ethuk
violence” and an “Islamic state’. On the other band, the BA appeaied
foran end 1o the BN monopaly of state power, ad the istiution
o a process of political and social refom as a consiational bubwark
against the BN regime’s ereasing awthortarianien ad comugio,

As inprevious elections, the electoral vontest ook PRCO O & e
level playing field, The BN wicklod w hallonged consrnl over the elees
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toral process, state machinery, public resources and the mass media.
‘The mainstream media conducted its habitual publicity blitz for the
, and cither ran down or blacked out the opposition’s campaign.
The radio and television stations, all owned by the state or companies
close to UMNO, became part of the BNs electoral machinery, while
denying the opposition meaningful coverage or access to air time. The
media handicap was accentuated by the brevity of the campaign
period. In cight days, BA's candidates had to contend with police
restrictions on public rallies and the ‘carctaker’ government’s refusal
to allow the opposition 1o use public mecting places. Moreover, the
BA suffered a crippling disadvantage when the Election Commission
decided that the electoral rolls could not be fully updated in time for
the 1999 election. Between April and May 1999, the Election Com-
mission had conducted a voter registration exercise. This ex
drew in 681,000 cligible citizens, a number far exceeding the ave
200,000 people who typically participated in a voter registration
exercise. It was widely believed that the additional 481,000 registrants
were predominantly young and/or opy inded people who had
registered as first-time voters precisely to ‘teach the BN a lesson’. On
the grounds that it was unable to prepare fresh clectoral rolls before
Ja 00, and against objections from all quarters except the BN,
the ion Commission disenfranchised 681,000 new registrants.
Despite all this, had the election been conducted on the basis of
proportional representation, Reformast’s impact and BA’s unified opposi-
tion would have transformed the political system into a meaningful
‘vo-coalition system’. The BA secured 40.3 per cent of the popular
vote (out of a combined opposition share of 43.5 per cent) against
the BN's 56.5 per cent, The BN wre of the popular vote entailed
anine per cent decline in support compared with its showing in 1993,
But the first-past-the-post system, distorted by gerrymandering and
patronage politics that privileged those commanding abundant
resources, heavily favoured the BN in power terms: the BN took 148
parliamentary seats (almost 77 per cent of the total of 193 scats) while
the BA only obtained 42 scats, (Parti Bersatu Sabah had three.)
Hence, the BN was returned to power. But this fact, if considered
alone, would obscure UMNO's re losses. In Kedah, the BN lost
cight out of fiftecen parliamentary seats, and UMNO only won
five out of the thirteen seats it contested. The BN was again routed
in Kelantan where the former $46 leader, Razaleigh Hamzah,
ored the BN’s sole victory amidst its thirteen defeats. In Trengganu,
the BN suffered a notable defeat by losing all cight parliamentary
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contests. UMNO's parliamentary representation experienced a 23.4
per cent decline as it fell to 72 scats from 94 in 1995, At the state
level, the BN won 281 out of a peninsular total of 394 seats, The
former figure represented a seventeen per cent decline from the BNs
339 scats in 1995. Of the BN’s 58 losses, UMNO alone accounted
for 55 seats (coincidentally the total number of state assembly seats
held by the opposition in 1995). In Kedah, the BA took one-third of the
state assembly seats, the highest proportion ever won by the opposition.
UMNO was virtually shut out again in Kelantan, iing two out of
13 scats. By securing 28 out of 32 seats in Trengganu, PAS wrested
control of a state the party last won in 1939, The drama of UMNO's
losses was highlighted by the defeat of one menteri besar (chief minister),
four UMNO Cabinet ministers and five deputy ministers. The depth
of UMNO's setback was exposed by the suspected failure of the ‘party
of the Malays” to gain 50 per cent of the popular Malay vote.

Still, the BA had failed to deny the BN its two-thirds majority in
parliament. The extent of BA’s relative failure could be gauged by
comparing its comy parties’ individual per ances with those
of the opposition in previous clections. Keadilan won five scats. This
wits not a disgraceful result for a s month old party whose iconic
leader was in jail. However, Keadilan’s five scats were less than the
cight scats won by the UMNO dissidents of $46 in 1990. Wan Azizah
won in Anwar's constituency of Permatang Pauh but some of Ke-
adilan’s best-known Reformasi leaders — Chandra Muzaffar, Tian Chua
and Zainur Zakaria — lost, albeit by slim margins. Again PRM did
1ot win any seat. DAP won ten scats, one scat more than it did in
1995, yet only half what it had won in 1990, Worse, DAP’s secretary-
general and long serving opposition leader, Lim Kit Siang, was defeated
as were its veteran parliamentarians, Chen Man Hin and Karpal Singh.
Only PAS truly advanced. PAS won 27 parliamentary seats compared
with its seven in 1990 and seven in 1995, retained control of Kelantan
and regained the Trengganu state government after 37 years,

For many observers, the most important factor leading to BA’s
failure to secure at least one-third of the parliamentary seats appeared
10 be a non-Malay reluctance to vote for the BA, out of apprchension
that a ‘PAS-dominated’ BA would damage ‘non-Muslim interests’,
Strong non-Malay support for the BN then offset the Malay voters’
swing against UMNO, Such a scenario informed the BN campaign
which, backed by media and image consultants, propagandized that
“avote for the BA is a vote for PAS”. Tronically, DAP gave its own variant
of the same reasoning. DAP continually worried aloud that it was
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embarked on a ‘great gamble’ that could end in DAP’s ‘greatest
disaster” if the party was ‘wiped out’ by non-Malay voters’ disapproval
of any coalition with PAS.
The detailed election results defy any simplistic inference of a coun-
teraction of a ‘Malay swing to the BA’ by a ‘non-Malay swing to the
BN'. Even so, an unforescen but critical change in the electoral terrain
had taken place. Between 1995 and 1999, UMNO’s share of the
popular vote declined from 36.5 per cent to 29.5 per cent. This seven
per cent decline was itsell substantial. More than that, as Maznah
Mohamad observed, UMNO crucially lost ‘the contest for Malay
votes'. In 58 peninsular parliamentary constituencies having more than
two-thirds Malay voters cach, UMNO's share of the votes cast fell
from 62 to 49 per cent,” with the fall ranging from six per cent o 32
. per cent on a state-by-state basis. Here, within a symbolic rather than
geographical *Malay heartland’, PAS and Keadilan together won 31
seats to UMNO's 27. Where the UMNO-PAS division was tradition-
ally sharp, particularly in Kelantan and Trengganu, the anti-UMNO
swing benefited PAS enormously.® Elsewhere (most of all in Johor,
where UMNO won all its contests), UMNO's pronounced dominance
over PAS cushioned the former against the Malay voters® swing.
With the non-Malay (and particularly Chinese) voters, however, the
situation was different. The principal recipient of non-Malay opposi-
ginal gain in popular vote — from 12.1 per
cent in 1995 to 12.5 per cent in 1999.* The BN won 51 per cent of
n 24 Chinese-majority parliamentary constituencies. Yet
DAP defended its strong presence in non-Malay constituencies by
winning five out of six constituencies with more than 80 per ce
Chinese voters each. Even in Bukit Bendera, Penang, where Lim
Siang lost a parliamentary contest for the first
almost completely overturned the majority that Chia Kwang Chye, the
Gerakan incumbent, enjoyed in 1995, There was some in i
non-Malay support for the BN in certain contests that pitted Keadilan
and PRM candidates against the BN, even if there was no sudden
non-Malay pro-BN swing of the order of the Malay anti-BN swing.
Simply put, an carlicr but enormous 1990-95 swing of non-Ma
to the BN showed no reversion to the opposition in 1999, It was
as if large sections of the non-Malay clectorate, swayed by Vision 2020
and unruflled by Reformasi, declined to vote against the BN for fear
of jeopardizing a tentative economic recovery.
Thus, it would seem that fourteen months of tumultuous dissent
had chall 1 the h y of the Mahathirist regime only to force

tion votes, DAP had a ma
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no more than small cracks in its bedrock of stability. But if the 1999
clection did not produce a strong enough multiethnic opposition to
institute a meaningful two-coalition system, the situation could not re-
tur to ‘square one’: the Anwar affair and the Malay voters’ response
had exposed the fragility of UMNO's claim 1o be the principal source
of stability in the political system.

The End of UMNO’s Hegemonic Stability

In 1996, UMNO?'s stability as a political party scemed all.but
‘ordained’. $46's submissive dissolution and the return of Razaleigh
Hamzah and | llics to UMNO meant the party’s successful re-
¢ lidation on Mahathir's terms. Mahathir himself ined party
president without challenge. Anwar was returned without contest as
deputy president, and was considered to be Mahathir’s ‘anointed
successor’. Nor did UMNO face a serious external challenge. DAP
had suffered its worst clectoral reverses in 1995. With the defection
of its $16 ally o UMNO, PAS was placed in a precarious position
since the post-1996 balance of power in Kelantan had changed from
UMNO’s wipeout in 1990 to a 25:18 division of state scats between
PAS and UMNO. It appeared that UMNO's hegemony over the
political system had become all but incontestable.

Shockingly — for surely there was no other way to put it - the
Anwar aflair erupted and threw Malay and Malaysian politics into tur-
moil. Whatever else 2 September 1998 signalled, it raised the spectre
IMNO fighting once more, and threatened to bring UMNO’s
wctionalism to a head. The party's factionalism stretched all
the way back 1o the 1950s when a major split over UMNO’s pro-
gramme and leadership caused a splinter group to reorganize itself as
the Pan Malayan Islamic P: ty (PMIP), the English name by which
PAS was formerly known. Thercafter, UMNO" in-fighting did not
cease, as shown, summarily, by the detention of Aziz Ishak; the rebel-
lion of Mahathir and Musa Hitam against Tunku Abdul Rahman’s
leadership; the prosecution of Harun Idris during the final days of
the Tun Abdul Razak admini ion; and the ‘c ist witch-hunt’
that broke out at the beginning of Hussein Onn’s tenure. From the
1980s to the 19905, UMNO's factionalism became rampant. Musa
and Razaleigh fought two debilitating battles for the deputy presidency
in 1981 and 1984. Team A and Team B split the party in 1987, and
their confrontation was continued between UMNO Baru and S46
from 1988 10 1995. In 1993, the Anwar-led ‘Wawasan Team' defeated
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Ghafar Baba, Abdullah Badawi and Sanusi Junid. Three years later,
support from the Anwar camp brought victory to Ahmad Zahid
Hamidi in the Pemuda UMNO clection, and helped Siti Zaharah to
at Rafidah Aziz in Wanita UMNO. Thus, the Anwar affair was
only the latest, if the most bizarre, episode in UMNO's history of
factional fighting.

Two things should be said about this episode. First, the cpisode
signalled UMNO's gathering implosion under its chronic factionalism
even if' it did not immediately split the party as happened with
Team B's challenge to Mahathir's Team A in 1987. On the one hand,
Mahathir had learnt from Musa’s resignation in 1986 and his fight
against Razalcigh in 1987 not to permit i
retaining his party base. This was crucial since Anwar was believed to
have built up a very strong base after the 1998 divisional elections that
would send voting delegates to the party election scheduled for 1999,
From that perspective, it was insufficient for Mahathir to exercise his
prerogative as prime minister to dismiss his (h])ul\ for being ‘simply
unsuitable” or on grounds of policy differences. That would have left
Anwar set to fight Mahathir in 1999, Mahathir had to have Anwar
removed from the party scence altogether. That was why the Supreme
Council expelled Anwar for being unsuitable because of his alleged
sexual misconduct. On the other hand, most of Anwar’s ‘boys and girls'
remained in UMNO, but kept silent, whether cowed or disillusioned.
Most importantly, the Anwar affair suggested that UMNO's
alism was not only chronic but had become systemic. One might sa
the factionalism in UMNO had mutated intc tem of intra-par
management that was linked to patronage and rent-seeking in the
heyday of the NEP, the Bumiputera Commercial and Industrial Com-
munity (BCIC) .md \I:Lla, ia Inc. While UMNO’s factionalism qua
rctionalism was under litions of high growth, when
incquities in the ‘division of spoils’ among different factions were
perhaps a matter of degree, its factionalism gua system could not
function during times of economic squeeze. Consequently, the *political
culre in UMNO' had developed such that:

Both the winning and losing side(s] realize that there will be aempts to
finish off the loser's polmnl career. The loser will be cursed, condemned
and obstructed not only in their political activities but also to the extent
of threatening their rice-bowl. This fate is not limited 1o those who contest,
but also extends to the

o intense and finally divisive, Hatred
continues, animosity continues and purging continues. Under such condi-

tions, contest within UMNO has truly become a matter of life and death.?!
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That condemnation of UMNO's ‘political culture’, which was split-
ting the party, was not the less accurate for its being made by Musa
Hitam, who was himsclf no stranger to UMNOs factional fighting,
and who had even asked Mahathir to drop Razaleigh Hamzah from
the Cabinet after UMNO’s 1984 election.

Sccond, the Anwar affair and the Malay voters’ backlash a,
Mahathir and UMNO marked the end of UMNO's sclf-proclaimed
role of providing ‘hegemonic stability’, not just for the BN but the
entire political system. Indeed, for about 25 rs, since the BN
was formed, the principal source of

because of
alleged religious extremism. The chief source of political instability —
dramatically shown by the ethnic tensions of 1987 and the Reformasi
ferment of 1998 — was UMNO because the party’s factionalism
continually spilled into the political system at large. Conscquently,
UMNO's internal pol ould no longer be conceived in the limited
terms of policy differences, personality clashes, power struggles or
dership succession. Given the increasing economic and political
s, the party's intensifying factionalism was very often all these at
once. That was itself an indication that UMNO was fast approach-
ing a state of systemic [ailure. As it were, ‘the party of the Malays’
was trapped. It could not recover the idealistic Malay nationalism that
defined its historic mission. Nor could it cleanse itself of the relentless
pursuit of political largesse that was built into its ‘corporate mission’
of fostering Malay capitalism,

In the wake of UMNO's losses and the shift in Malay clectoral sup-
port to the opposition, John Funston noted, ‘the initial reaction of most
UMNO leaders and pro-government analysts was to acknowledge that
UMNO needed to reform and to listen to the voic '

of the clectorate’,
Predictably, Mahathir responded quite differently. He rejected this
analysis, explaining the setback in terms of Malay ingratitude, lics —
spread by Anwar, other BA leaders, the wlama, Harakah and the
Internet nalism in UMNO caused by Anwar, and PAS’s bribery
n promising heaven to its supporters’.* Hence, in 2000, Mahathir
showed that neither his regime nor UMNO would be conciliatory or
reform-minded. Their predicament went beyond recovering lost Malay
support. They had to retricve their hegemony, if not with the consent
of the majority of the Malay clectorate, then by taking punitive action
E t their principal opponents.

Hence unfolded in 200001 the regime’s series of repressive moves.
All forms of state power — the law, police and bureaucratic regulation
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were used in a broad attempt to cripple Keadilan, contain PAS and

control civil society. eral BA leaders who had been unsuccessful in
the election, including Karpal Singh, Marina Yusof, Tian Chua, and
Mohamad Ezam, were themselves charged with different kinds of
offences — illegal assembly, sedition, and possession or leakage of
“official secrets’. The police routinely disrupted or prohibited BA
ceramahs all over the country. Demonstrations to support Anwar, to
oppose the Internal Security Act, and to commemorate *Black 14” were
met with regular police assaults. The Ministry of Home Affairs re-
stricted the twice-weekly Harakal to a twice-monthly appearance, and
prosccuted its editor, Zulkifli Sulong, and its printer, Chia Lim Thye,
for sedition. The publishing licences of i such as Detik,
Wasilah, and Eksklusif were not renewed. Even vendors selling Harakah,
Aliran Monthly, and a host of single-issue ‘magazines’ ally those
published by Ahmad Lufti Othman), which the regime found objes
tionable, were harassed and inti cd. Zaha Nain sugg d
that the ig st the ‘alternative media’ was conducted as if
the Ministry was engaged in a ‘politics of vengeance' on behalf of
the badly deserted mainstream media.®t On the public university
campuses, the administrations warned and threatened students, and
es were suspected of intervening in student elections;
‘opposition students’, reputedly linked o PAS and other
Islamic groups, swept the elections. The M
ludicrously forbade any official visit to Kelantan and Trengganu. The
same government vengefully withdrew its deposits from certain banks
whose stafl evidently supported Reformasi, and blacKlisted *Reformasi
doctors, lawyers and contractors” who, it was claimed, had repaid
government assistance with support for the opposition.

Perhaps no single measure was more indicative of UMNO’s
desperate determination to break the back of Malay opposition or
halt its spread than the
Petronas’s direct payments to the state government of Trengganu. For
22 years Petronas had made annual payments to every UMNO-led
government of drilling operations
off the coast of Trengganu. The payments were stipulated in contracts
signed between Petronas and the state government in 1975 and 1987
and were universally regarded as ‘oil royalties’. No one had ever dis-
puted the legality of those payments or Petronas’s contractual obligation
engganu. In 2000, however, the federal government unilaterally
stopped the payment, amounting to about RM810 million for the year,

in some c;

nonethel

ca state government

federal government's abrupt termination of

rengganu arising out of Petronas’

that Petronas was duc to make to the PAS-led government. The federal
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government claimed that its previous payments had been voluntary and
constituted special contributions to help develop Trengganu because
of the poverty of the state. Accordingly no ‘royalty’ was implied and
Petronas was under no contractual obligation to continue to pay
“Trengganu. However, the federal government, led by ‘the most gentle
party of all - very kind, very responsive’, as Abdullah Badawi described
UMNO,* would instead channel ‘goodwill money’ (wang chsan) from
Petronas to Trengganu through the various fcd('ml de; p,mmcuLs ;md
agenc ment of Trengg confc d to a
federal government practice of starving oppusimm state governments
of development funds. Sabah under the Parti Bersawu Sabah, and
Kelantan under had been so treated before. But the federal
government’s “fiscal assault” on Trengganu in 2000 went beyond the
denial of funds to one state government, It was meant to deny PAS
the capability of demonstrating what ‘Islamic development’, .unpl\'
funded, might mean in Trenggany, of course, but potentially in
cl well. Compelled to ‘build Islam’ in one impoverished state
before, PAS could only ‘extend Islam’ to another impoverished stat
Perhaps no single development more amply exposed the regime
extensive loss of credibility than cyni tion to the Al Ma'unah
incident. The Al Ma’unah was an unknown group (of ‘Islam
extremists’) until some of its members scized a hoard of arms and
ammunition from two army camps in July 2000. After a gun battle
with security personnel, the Al Ma’unah group killed two hostages
taken from sccurity forces, but were captured after losing one of
their own members. As the court trials of the captured Al Ma'unah
members proceeded, there was, almost incredibly, considerable
scepticism over the veracity of official and media accounts of what
had happened and who was involved. What the mainstream media
called Al Ma'unah’s ‘arms heist’, cynical opinion in the alternative
media castigated as sandiwara, a drama that, in the most conspiratorial
version of cvents, was staged by the regime. Neither BA parties or
leaders, and especially figures from PAS (who stood to lose the most
if somchow the latter were connected to “Islamic extremism’) ridiculed
the proceedings of the Al Ma'unah trial. Rather it was the regime that
t to great lengths to dispel suspicions that the Al Ma’unah incident
was an claborate sandiwara. At one point, the Ministry of Defence
actually staged a much publicized ‘reenactment’ of the incident to
show that such a heist could indeed have taken place and that the Al
Ma'unah assailants could borne away the seized military hard-
ware in the mode of transport they used.
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In short, UMNO and the Mahathir regime kept raising the stakes
of confrontation: the continued prosccution of Anwar, other court
actions against unclected opposition figures, police assaults on BA’s
strect protesters, universities” imposition of “discipline’ upon dissenting
students, state governments” blackl ting of ‘dissident businesses', further
restrictions on Harakah, harassment of alternative media, disruptions
of ceramat, and the termination of oil royalty payments to Trengganu,
All these made up in eflect a political war on many fronts that the
regime conducted with most of the powers of state available 1o it.

And, still, Malay anti-regime sentiment resisted a ‘turning over

The ‘opp 1 students” swept the campus elections. On the strects,
the BA was siill able to mount big protests. In the Malay heartland,
PAS ceramah continued to autract huge and appreciative crowds. The

Malay-dominated civil scrvice’s loyalty 10 UMNO remained suspect.
Il anything, the stance of Malay opposition stiffencd in a jocular and
derisive way: UMNO was ‘irrelevant’, Mahathir was ‘Pharoah’, and
the regime’s actions were mostly sanduvara.

Jasting about for a solution 10 the persistence of "Malay disunity’,
Mahathir tried playing a card that UMNO habitually dusted off
its shelves when the party was in trouble: the contrivance of a
‘Chinese threat’ to *Malay rights’. The selected target of UMNO's
latest recourse w interethnic politics was the ad hoc Chinese Organi-
ons’ Election Appeals Committee (Sugiu). The *17-Point Appeal
composed by Suqiu, and endorsed by over 2,000 Chinese organizations
and socicties, had been accepted by the Cabinet before the November
1999 clection. Mahathir admitted as much and more by saying that
the BN *had no choice’ but to agree to Suqiu’s “appeal’ in order 1o
win the support of Chincse voters. But in mid-2000, when Sugiu called
for the implementation of some of its appeals, Mahathir attacked
Sugiu for encroaching upon Malay ‘special rights’ and “privileges”.
Newspapers such as Utusan Malaysia and Beita Harian played up Suqiu's
‘demands’ and provocatively warned non-Malays against violating
constitutional agreements and taking advantage of ‘Malay weaknesses'.
In his 2000 National Day messag ahathir likened Sugiu to the
communists and other extremists, including Al Ma'unah, Support for
Mahathir’s anti-Sugiu stance came from fringe Malay groups as well
as a desperate Pemuda UMNO that threatened to burn down the
Selangor Chinese Assembly Hall if Suqiu did not retract its demands.
Eventually Sugiu backed down, “to avoid violence’, in accordance with
a deal that was brokered by Gerakan politicians. The Sugiu appeals
were no longer an issue. Under such circumstances, however, not even
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Suqiu's apparent capitulation did anything to rally ‘Malay unity’. Sugiu

s publicly and quite staunchly backed by BA's "Malay leaders’, who
w nothing ‘racist’, ‘extremist’ or ‘anti-Malay' in Sugiu’s *17-Point
Appeal’. Indeed, PRM's Rustam Sani openly expressed his disappoint-
ment with Sugiu for capitulating to Pemuda UMNO's threats when
Malay dissident support for Sugiu had refused to yield.

In January 2001, Mahathir tried yet another tactic refurbished from
the days of the Team A-Team B split. He invited the leaders of PAS
and Keadilan o join UMNO in holding ‘Malay unity’ talks. Keadilan
rejected UMNO's invitation outright. For Wan Azizah, ‘N Talay disunity’
was not the is

“Malay support has merely shified 10 the opposition. ... The main issue
today is a crisis of confidence in the leadership and other issues like the
misuse of power, corruption, police brutality, weak cconomic manage-
ment and a subservient judiciary,’6
The leaders of PAS did not immediately spurn Mahathir’s call but they
hinted at preconditions for meeting with UMNO that made impossible
any real talk. Ironically Mahathir complaincd that, “To get the Chinese
votes, PAS ts to make out that UMNO is anti-Chinese and that is
why PAS wi to talk about national unity and UMNO wants to talk
about Malay unity’."” Indeed, Mahathir told the UMNO General
Assembly held in May 2000: *If in the past UMNO succeeded in
uniting the Malays, can it not do the same now? Actually, we do not
know. Maybe yes and maybe no. But whether this is possible or not,
8

Talay unity’ talks could not proceed without Keadilan

s participation. Under the circumstances, there was no real
likelihood that ‘Malay unity’ talks could serve as an antidote to the
condition of *Malay disunity’. The problemss of the deep split in the
Malay community and the profound change in Malay attitudes to-
wards Mahathir, UMNO and the egime could not be disembodied
from the crisis of September 199 he schism that arose with Anwar’s
persecution could not be approached, let alone bridged, as if no one
in particular was to blame. Conscquently dissident Malay opinion
dismissed Mahathir’s call for unity as a transparently opportunistic
attempt 1o moderate the mass Malay anger at UMNO as if that anger
could be mollified by an elitist exercise in statesmanship: ‘T asked him
[PAS President Fadzil Noor] if we could discuss the four provisions
id no ... if he had said yes, everything would have been settled
.. L would have only taken five minutes.’* To no one’s great
surprise, therefore, the proposed ‘Malay unity’ talks did not take place.
The proposal itself may cven be said to have come to an inglorious
end in February 2001 when the Malay Action Front, a fringe group
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initially supportive of Mahathir and strenuous in its defence of ‘Malay
rights’, declared that it was umc lor Mabhathir to ‘clean up’ his gov-
ernment and restore credibility”

It has become one of UMNO?s stock political myths that *disunity’
was something the Malay community could not afford because it
implicd a weakness that would be exploited by others. The issue of
“Malay disunity’, assumed to be profoundly disturbing to the Malay
ad come up before, notably in 1969 and 1987. Whatever
the dissimilarities between those two carlier oceasions, their common-
ality of ‘Malay disunity’ arising against the background of intensifying
interethnic tensions was critical,

In 1969, as some analysts have recalled, UMNO had suffered a
substantial decline in Malay support although UMNO’s representa-
tion in parliament was only reduced by seven seats (from 59 in 1964).
But crucially, then, according to an estimate by K. J. Ramam and R.
S. Milne, the Pan aysian Islamic Party (PMIP, or PAS by its old
name) received 52.3 per cent of the valid Malay votes to UMNO's
47.7 per cent”! How UMNO would have managed that problem of
disunity” in 1969, had there not been a *May 13 s, of course,
not answerable now. In the aftermath of violence, however, the advent
of the NEP, politically grounded in the Al supersession by the
‘grand coalition’ of Barisan Nasional, revealed a keystone of Tun
Abdul Razak’s reconstitution of the political system: "Malay unity’
would be restored within an ambit of ‘national unity’. In a relatively
short period, that strategy encompassed PMIP’s co-optation into the
BN before the general election of 1974,

The origin of the problem of ‘Malay disunity’ in 1987 lay in
UMNO’s internecine battle between Team A and Team B which
reached its peak at the same time that Malay-Chinese tensions were
manipulated to their height as well. In the 1990 election, UMNO
overcame $46, importantly by warning Malay voters that the future
of Malay political power might be undermined by non-Malays acting
in coalition with $46. Ouly subsequently was ‘Malay unity” laid aside
as a political problem in the triumphalism of Vi 0. Set against
the conditions of 1969 and 1987, the singular peculiarity of the post-
1999 election scenario for UMNO lay in the absence of a credible
‘non-Malay threat’. If *Malay disunity’ was a real thing, it was a
‘Malay thing’ so that repression and resistance were left to spiral,
it were, on an almost exclusively Malay socio-political terrain.

That may broadly help to explain why neither Mahathir nor
UMNO would not ‘listen to the voice of the electorate’ or to ‘reform’.

communi

1
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They, arguably, could not afford to do so. Had they genuinely desired

1o be conciliatory towards the disaffected majority of the Malay com-
munity, UMNO would have had to reach a broad accommodation
with Keadilan and PAS under wh)ch Anwar would be spccdlly re-
leased from prison. Instead, Anwar's second trial resumed in 2000
and ended in August with Anwar's conviction and his imprisonment
for another nine years. Were UMNO truly reform-minded, Mahathir
would have had to resign, and with him a number of the party leaders
whose personal credibility Reformasi had severely attacked. However,
UMNO’s entire leadership had acquiesced in Anwar's downfall,
leaving no one of any rank to hold individual leaders to account over
the *Anwar factor’ that had inflicted such damage on UMNO. A
maverick such as Shahrir Samad, reportedly no friend of Anwar’s and
respected enough to be clected to. llw Supreme Council, might c‘(pn'ss
‘contrarian views' but Shahri voice” was i 1
When the BN lost a state assembly by~clcru(m in Lunas, Kedah, a BN
stronghold for over 40 years, Shahrir blamed the defeat on ‘the
character of our leader, Dr Mahathir'.** But Mahathir had earlier said
of Shahrir’s opinion that *It is not something to which I pay attention.
Tvis something I throw into the rubbish bin’.?*

Other murmurings about the party's need for change turned out
only to be low-level pleas for changes in leadership ‘style’. Unlike in
1969 (after May 13), or in 1987 (with UMNO split into Team A and
am B), there was not a groundswell of party dissent aimed at
replacing the incumbent leadership. In the absence of open dissent,
there was the grim reminder of Anwar’s fate to deter anyone in
UMNO from uncompromisingly shouting ‘Undur Mahatkir' in the way
that Mahathir had demanded Tunku Abdul Rahman’s exit 30 years
carlier. Tt was no small comment on what remained of UMNO’s boast
of practising democracy within the party that *Pharoah’ himself was
‘the last Malay rebel”.5

It was left 10 an old hand, and still very much a party man, like
Musa Hitam, to articulate a brooding un, at the party’s threatened
firrelevance’. Musa wamned that the election campaign of 1999 pro-
vided convincing evidence that UMNO had to rejuvenate itself:

2

My experience was extremely peculiar, one that 1 had never experienced
in my entire life. In Malay-majority arcas, BN leaders and workers looked
weary and exhausted as well as pressured.

This was because in a very open, fearless and unhesitant manner, so
many Malays — young, old, labourers, the learned, the rich, the poor —
worked hard and camestly for the opposition parties, no matter whether
it was PAS, DAP, Parti Rakyat or Keadilan. Only in Chinese-majority arcas
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were the BN and UMNO leaders and workers relaxed. “There’s no
S, they told me jovially. %

problem here,

The substance of Musa’s dispirited obscrvation had already been
captured in one of Zunar's post-clection cartoons in which a character
remarked that the difference between a Malay and a Chinese was, the
Chinese supported UMNO! For UMNO, Musa had in mind an elitist
course of ‘rejuvenation’ based on a voluntary change in the attitudes
of the party leaders. In particular, Musa urged the party to address
rank-and-file disenchantment with the leadership by liberalizing com-
petition for the top posts at the party election of 2000. Musa's plea
was made in vain. UMNO's leadership did exactly the opposite by
virtually foreclosing any challenge to Abdullah Badawi, not to say
Mahathir. As it turned out, the apex of the party hierarchy that
emerged from the 2000 election was that of 1996 — minus Anwar!
Morcover, UMNO's leadership amended party rules so as to replace
the hitherto tricnnial party clection with a party election to be held
‘within twelve months of a general election’. The ostensible reason for
this amendment was to curtail any divisive jockeying for power. Tts
effect was to enable the incumbent leadership to control party clections
even more firmly.

There was conceivably a less elitist way for UMNO to *
by drawing in new members and stemming the flow of support ta
PAS and Keadilan. That way would in principle draw upon UMNO's
past “ability to co-opt different strategic M
practical prospects of succeeding were dim, as Maznah Mohamad
ed. Having “first depended on Malay teachers and
embraced Malay doctors and lawyers ..
brought in radical Islamists .. [and taken] on board Malay business-
men', UMNO could turn to no fresh constituency. Maznah's point
was indircctly sut iated by the blishment in 2000 of Puteri
UMNO, & women'’s equivalent of Pemuda UMNO that would recruit
Malay women under the age of 40. It was possible that young Malay
women who were uneasy about the implications of stricter and more
conservative Islamization for their status and liberties might support
UMNO especially given Mahathir's own liberal policies towards
women. Indeed some popular female singers and starlets had actively
lent their image 1o pro-BN advertisements on television in the run- up
to the election. Puteri UMNO's establishment fulfilled an immediate
¢ purpose of denying PAS the support of younger Malay
of co-optation of new strategic con-

cjuvenate’

correctly

but negat
women."” Unlike previous waves
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stituencics, the creation of a ‘princesses’ wing’ — which even prompted
uncase among the existing Wanita UMNO - did not spur UMNO ‘to
evolve as dynamically as it once did.*® To that extent, it was no
indication of any tendency towards rejuvenation, reform or reinvention.
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The Cultural Imperative of Coalition Building

Use whatever means you can to instill hatred against those who are
kind 0 you. Posson-pen letters, the press, Internet, all these can be used.
Call them with (s disparaging labels because in this way we can incite

greater hatred against cer lividuals. Label them as ‘Mab
Mahafiraun’. Do we like tyrants, pharaohs? OF course not. So just
hate those wha are labelled “Mahafiraun’ or *Mahazalim', There is no
greater satisfaction than the feelings of hate. Therefore the politics of
development is replaced by the politics of hatred. Hate him and vote

for me!

Mahathir Mohamad, Speech at the UMNO General Assembly,
Kuala Lumpur, 11 May 2000

Great masses of people suddenly awaken to political life. They become
aware that things are not quite what they ought o be and that they
can be changed. They arc carried away by new experience and ready
t0 storm heavens. And they naively belicve that eersbody has undergone
the same transformation - a rare case of human vanity being preparcd
10 forego the distinction of being ahead of the othe

Rosa Leviné-Meyer, cited in Joseph Schwartz (2000)

Historians might look back upon the 1999 election as an untidy contest
that produced an inconclusive outcome. This was particularly true for
the parties that constituted the Barisan Alternatif (BA). Reformasi’s
profound social meanings, GERAK's cross-cultural breakthrough, and
the BA's ambi S marked a confluence of palitical
economy and culture that reverberated far beyond the BA's electoral
performance. Yet, it was not UMNO alone that had to confront an
uncertain post-clection scenario.

PAS, the most successful of the BA parties, had accurately assessed
the Malay electorate to be ripe for the taking and played the maximal
hand of leading the BA to victory over the Barisan Nasional (BN). How-
ever, PAS's advance precisely demarcated the boundary of its influence:
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PAS was unable to match UMNO outside the Malay heartland. The
BA’s other major party, DAP, was not wrong to be concerned over non-
Malay reservations about DAP’s joining PAS in an ‘alternative govern-
ment’. Yet DAP's * phic loss', that supposedly left non-Malay
in the worst possible situation, reflected as much DAP’s failure to re-
cover its past as its inability to chart the future of opposition politics.
As the ‘true child of Reformast’, Keadilan had taken Reformasi to a limited
success that sustained it as a threat to UMNO. But Keadilan’s failure
to gain a much higher representation in Parliament, thereby forcing
an clectoral breakthrough, meant that the injustices wrought upon
Anwar would not be sufficiently redressed by a direct political triumph,
In short, the political system was in a state of flux and each of the
i a fix. I all parties had to adapt to unfamiliar topography,
s had to demonstrate specifically that Reformasi could
in its momentum and that the BA would maintain its integrity.

DAP and the Pendulum of Minority Politics

In the 1999 election, if the damage sustained by UMNO was
brought about by a Malay revolt, DAP’s difficulty lay in the relative
passivity of the Chinese electorate. The election results showed that
Chinese voters were probably not less ‘disunited’ than Malay voters.
As a crude indication, the BN’s ‘Chinese-based parties’ (MCA and
Gerakan) won fifteen out of 24 Chinese-majority parliamentary
constituencies but only took 51 per cent of the popular vote. Within
a symbolic ‘Chinese heartland’ comprising six very large urban
constituencies with more than 80 per cent Chinese voters each, DAP
won five scats and 53 per cent of the popular vote.! Although these
results are insufficient for a conclusive analysis of the Chinese’s voting
patterns, they confirmed the persistence of a basic division of the
Chinese community of political partics, associations and voters into
two large camps.

One camp consisted of MCA and Gerakan supporters who were
partial to a ‘politics of negotiation” within the BN while the other
consisted of oppositionists rallying around DAP who favourcd exerting
a ‘politics of pressure’ on the regime.? While the parties ostensibly
differed in ideological tenets, the definitive issue for most Chinese
voters was how best 1o protect the economic, cultural and educational
interests of the ‘Chinese community’. Thus, the degrees of clectoral
suppon for the p()lmcdl .mmgoms(s mncd from clection to election,

on SOCiH diti current policies,
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political controversies and voter perceptions of how hostile or ac-
commodating the UMNO-led regime was to ‘Chinese interests’, This
formed a key variable in what popul;\rl)' regarded to be a
‘pendulum effect’ that reflected the Chinese voters' tendency to prOVldc
stronger support for the BN in one general election, only to swing to
DAP in the next clection, and so on. Many observers used this idea
of a pendulum effect to explain Chinese voting patterns during the
cra of NEP politics, suggesting that Chinese voters would cast for
‘negotiation’ as the more effective way of protecting Chinese interests
clection, but switch to ‘pressure’ in a subsequent election out
nment with the regime. The politicians facing this oscillat-
ing pattern of ( g behaviour were apt to label it cither
positively as “tactical” and ‘pragmatic’ or negatively as ‘opportunis
and ‘unreliable’, depending on how their fortunes were affected. For
example, when Chinese voters, having swung to the BN in 1982,
shifted massively 1o DAP in 1986, Mahathir denounced the latter swing
as proof that the ‘urban [read: Chinese] voters were not very bound
to any part

‘Negotiation® and ‘pressure’ were not unbridgeable but formed the
two ends of a spectrum. For many Chinese analysts, politicians and
voters, the goal of ‘Chinese politics’ was to find an ideal position along
that spectrum, or finc-tune an optimal balance between the two kinds
of politics. However, one should not reify this so-called pendulum.
Here, it is invoked 1o allude to DAP's quandary in the 1999 clection.
Towards the latter half of the NEP period, during the 1986 and 1990
clections, the pendulum appeared to have stayed its are in DAP's favour,
as can be seen from Table 6.1. (DAP's apparent decline between these
two clections may be attributed (o its tactical withdrawal from Sabah
in favour of its Gagasan Rakyat ally, PBS.)

Between 1986 and 1990, the urban Chinese voters' resistance to
the regime sustained DAP as the leading opposition party. However,
the post-NEP elections of 1995 and 1999 showed a reverse pro-BN

at one
of disillu

Chinese voti

i

Table 6.1 DAP's Parliamentary Performance, General Elections,
1974-99

1974 1978 1982 1986 1990 1995 1999

Scats 9 16 9 24 20 9 10
% vote 18.3 19.1 19.5 21.1 16.5 12,1 12,5

Source: Suruhanjaya Pilihan Raya (various years).
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oscillation that reflected a corrosion of resistance induced by two
socio-political developments.

First, there was the defeat of Gagasan Rakyat’s attempt to in-
troduce a two-coalition system in 1990 that represented a bold move
to supplant the BN in power. In Penang, especially, Gagasan Rakyat's
formation as a ‘sccond coalition’ was greeted with excitement and
hope and the DAP came to within three seats of capturing the state
government. Despite broad appreciation for the pli of
the Lim Chong Eu-led BN government, the majority of the Chinese
clectorate in Penang was ready to replace Gerakan with DAP. The dis-
satisfaction of the Chinese voter then was visited upon MCA that lost
contest in Penang. But while UMNO lost every seat in Kelantan,
Semangat 46 in Penang delivered a morale deflating naught! When
Gagasan Rakyat failed to dent the BN's position seriously in parliament,
or in Penang, say, the Chinese voters’ resistance to the BN declined.

Second, the 1990s brought material prosperity and the regime’s
offers of financial assistance to Chinese schools and MCA-led educa-
tional projects, both of which gave rcason to the Chinese voters to
barter a seemingly profitless recalcitrance for social, economic and cul-
tural gains. By the time of the 1995 clection, a socio-political transition
favourable to the BN had been in place. DAP’s leaders did not over-
look the transition but underestimated or opted o defy its significance.!
DAP withdrew from Gagasan Rakyat and tried to win Penang on its
own. Perhaps DAP leaders hoped that the Penang non-Malay electorate
that had enthusiastically supported the party’s 1986 “Tanjung’ and
1990 “Tanjung 2’ campaigns would back a “I'anjung 3 effort. But the
DAP's campaign, even if it had been better packaged and conducted,
was a plan to win a local batte in the midst of a lost national war.
“Tanjung 3" ended in a debacle that completed DAP’s rout across the
nation — the consequence of continuing to bet on a bolted ethnic horse.

To recover the half-defiant, half-expectant resistance of the 1980s
within a few years of the 1995 defeat, DAP had to meet several con-
ditions. One was a major party reorganization and mobilization. That
DAP did not have or could not summon. DAP’s cadre structure made
the party heavily reliant on its leaders’ courage and self-sacrifice to
i It was not for nothing that DAP leaders had been
uted or detained for all manner of alleged offences.

and iction of DAP’s parli ians, Wee
Choo Keong and Lim Guan Eng, showed, DAP’s leaders still exhibited
both types of personal qualities. Even after several key leaders had
withdrawn from DAP, the party undertook no reforms afier the 1995
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clections.? Worse, in early 1999, DAP was wracked by onc of its
sporadic intra-party fights when Wee Choo Keong, Teoh Teik Huat
and others mounted their ‘Kick Out Kit Siang® campaign. A sccond
condition was related to DAP's limited membership which made the
party’s outreach highly dependent on its close networking with the
traditional centres of Chinese dissent — the educational movement, the
guilds and the associations. DAP, however, had not maintained its
alliances while both MCA and Gerakan had extended and consolidated
their control over that network. Arguably, the third condition was
decisive. To overcome its own we: ses as well as the strengths of
the BN’s political machine, DAP needed the Chinese voters” recal-
citrance to thrive in any election. Then, regardless of what DAP leaders
could or could not do for their constituencies, they would be returned
through protest votes. This was the case with the 1986 and 1990
clections when DAP was buoyed by the Chinese electorate’s ‘dare to
struggle, dare o win’ spirit. A decade later, there was no comparable
wave of dissidence. The Chinese electorate’s response (o the imprison-
ment of Lim Guan Eng was a distant sympathy expressed in isolated
actions whereas the imprisonment of Anwar Ibrahim inspired a wide-
spread solidarity fueled by an inappeasable anger.

In 1998-99, while Malay sentiment counted heavily against UMNO,
Reformasi sentiment did not count sufficiently with the Chinese clec-
torate. Non-Malay backing for Reformasi was indirect and was limited
to the interventions of individual figures (the most prominent of whom
was Tian Chua), DAP’s membership in the BA, the cntry of young
non-Malay activists into Keadilan and PRM, and the support of
many NGOs for GERAK, GAGAS/ V and the BA. While these were
significant political developments, they did not reach deeply into the
Chinesc or non-Malay clectorate at large. Wan Azizah alluded to this
Jimitation when she commented on interethnic involvement in GERAK
and GAGASAN: “the Malays mostly got belasak (whacked); the Indians
[were] mostly the lawyers [for arrested protesters]; and the Chinese
[were] the co-ordinators™.” Where Reformasi reached the level of the
Chinese voters, it renewed the 1980s" discourses of democracy and
civil society but it could not interject the reverberations of the Malay
cultural revolt.

The specific circumstances of July 1997, September 1998, and the
principal antagonists were additionally crucial. The 1985-86 recession
was severe partly because it exacerbated a slowdown that had begun
in 1982. Tn contrast, while the 1997-98 crisis was sharp and sudden,
it had not bitten decply cnough to generate widespread insecurity or




Cultural Imperative of Coalition Building 139

impoverishment, High-flying corporate fortunes were devastated in
the securities market and much money was lost because of foreign
exchange plunges. The crisis, however, had not created massive
unemployment before the economic shield of capital controls and
currency peg appeared to bail out not just cronies but also to save
business in general.

The Chinese business community, like other domestic business com-
munitics, was initially alarmed at Mahathir’s anti-market rhetoric and
stances but was gradually reassured by the capital controls and a
lentative export-led recovery in late 1999, Politically, the Chinese
community, for whom nothing could be more threatening than the anti-

“hinese violence in Indonesia, found double solace before Reformasi
began: they were not only safe in Malaysia; their home even served
as a sanctuary for many Chinese who had fled the violence of May
1998 in Indonesia.

Besides, Anwar was not Razaleigh Hamzah in vital aspects. While
leading $46, Razaleigh was free to organize as a potential national
leader. Anwar, however, was imprisoned and written off as a political
loser. When electoral politics was fought against the backdrop of the
NEP, it was Razaleigh, not Mahathir, who was rumoured to be the
true friend of Chinese business. Anwar and his austerity package of
December 1998 could not cut Razaleigh's figure vis-a-vis Mahathir and
his policies of ‘rescue, recapitalization and reflation’.

These reasons, which are unrelated to any beliel in Anwar's guilt,
explained the Chinese reluctance to take up Anwar’s cause.”

The convergence of all these social, cultural and cconomic trends
and developments pointed to a political milieu in which the Chinese
electorate was no longer the locus of staunch anti-regime sentiment.
While some of the larger Chinese-majority constituencies kept faith
with DAP, these were islets of dissidence. There was little to move the
Chinese electorate at large from its 1995 moment of ‘negotiation’ to
a fresh crest of ‘pressure’. In such a milieu, what befell Sugiu’s initia-
tive offered a telling lesson.

Suqiu’s original *d s’ were inally i with the
reforms envisaged by BA’s Joint Manifesto. However, an accommodation
brokered by MCA and Gerakan within the ‘BN framework’ diluted
Sugiu’s ‘demands’ into ‘appeals’ that the BN could accept before the
clection, only for UMNO to reject thereafter. Thus, even if there was
a distinction between the ‘politics of pressure’ and the ‘politics of
negotiation’, it was a distinction without a difference. Balancing
between both kinds of politics was practicable, indeed prehensibl
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only when *Chinese-based parties’, *Chinese leaders” and ‘Chinese
voters' had implicitly accepted the relegation of *Chinese politics” to
1o more than ‘minority politics”. It might still be the politics of the
largest minority but all the same its ideological summons soared no
higher than a discourse of development projects, public works and
comumunity services, as Francis Loh has amply demonstrated. Con-
sequently, ‘like the non-Malay BN leaders, much of the non-Malay
public appears 1o have tumed away from “old fashioned” controversial
issues like justice, transparency, acc bility, and d ; itself®
To its credit, DAP atempted o buck the wend in *Chinese politics’
when Reformasi and the BA's challenge to the BN wmed on precisely
these “controversial isues'. In principle and tactics, an alliance between
Reformast and DAP would have been synergistic. DAP needed a major
cause 1o revitalize its appeal, and Reformasi was at hand to provide
several causes close o DAP's heart — corruption of the regime, abuse
of the judicial process, and assaults on civil liberties. Reformas needed
vehicles and advocates, and DAP offered an expansion in experienced
organization and mobilizaton. DAP's *Chinese image” could lend an
ethuic balance to the Malay revolt that could in turn garner Malay
support for the party. The parallel plights of Anwar and Guan Eng
bolized Reformas’s cmergent multicthnic political
Even so, DAP realistically campaigned ‘not o wpple [BN] from power’
but to effect “u paradigm shilt in Malaysian politics by breaking the
BN’s political hegemony and its uninterrupted two-thirds parfiamentary
majority”.* DAP was not wrong o work with Keadilan, PRM and
especially PAS in the BA, although the cooperation did not help DAP
reguin its past pre-eminence among opposition partics. Netther was
DAP's performance a “catastrophe’, even il the defeats of Lim Kit
Siang, Karpal Singh and Chen Man Hin were harsh setbacks. Although
the DAP’s leaders thought that they had sulfered a massive defeat, the
party had in fact obtained an additonal parli ry seat, half a per
cent rise in popular voie and a few more state assembly seats. These
were nurginal gains that caused Kt Siang to lament, righdy, that the
Chinese electorate had neglected to seize the extraordinary moment
of Refirmast to force o historic breakthrough n the politcal syswm. It
was 4 tacit concession that the Chinese voters were prepared only o
keep @ semblance of ‘pressure’ while opting for egotiation”. If DAPs
performance stayed outside the BA's *big picture’ aspirations, it stayed
within the paramcters of ‘minority politics”. The result appeared
be an ominous Chinese rejection of DAP only when it was set against
the BA's high expectations and PAS's signal wiumphs.
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Therein lay the problem for the opposition: the support of the
Chinese clectorate for the BA was thin, In several urban, cthnically
mixed constituencies, notably in Kuala Lumpur, Selangor and Penang,
well respected Keadilan and PRM candidates such as Chandra
Muzaffar, Syed Husin Ali and Zainur Zakaria lost, despite the Malay
swing against UMNO. Non-Malay and especially Chinese support was
critical in enabling UMNO to defeat PAS in constituencies having
small Malay majorities. It was more than likely that large segments of
the Chinese electorate were swayed by the BN’s alarm that the BA’s
‘alternative government’ would be a PAS-imposed ‘Islamic state’,

Again context is critical. Non-Muslim apprehension towards PAS
goes back a long way. Soon after Merdeka, non-Malays tended 1o
regard PMIP as a party of extreme Malay nationalism, In the 1969
clectoral revolt against the Alliance, hoy cr, the depth of non-Malay
(and for that matter, Malay) oppositionist sentiment was not affected
by an electoral pact - albeit not a coalition - reached between DAP, |
Gerakan (then in opposition), PMIP and the People’s Progressive
Party (PPP). Afier the late 1970s following PAS’s break with UMNO
(and the BN), the Islamic resurgence in the country, and the global
ramifications of the Iranian revolution — non-Muslims began to be
concerned about PAS's being a party of so-called Islamic funda-
mentalism. In tactical deference to this concern, two opposition coali-
tions were formed in 1990 - a ‘multicthnic’ coalition of 546, DAP,
PBS, PRM, and a parallel *Muslim' coalition of $46 and PAS, The
BN’s *Chinese-based parties’ denounced DAP for entering an alliance
with PAS that was no less ‘unholy’ for being ‘indirect’. Yet the majority
of Chinese voters then were determined to support DAP in a venture
that would have offered an ‘alternative government” that might be
dominated by ‘S$46’s Malay-centric tendencies and PAS's Islamization
policy”.!" For that matter, there was hardly an election during which
the BN's “Chinesc-based parties’ did not purport to uncover an
‘unholy alliance’ of DAP and PAS so that ‘until 1998 both PAS and
Democratic Action Party leaders avoided working and being seen
together on the same platform so that the clectorate as well as their
own supporters would not be confused'.!" Perhaps UMNO’s vulner-
ability vis-a-vis PAS (and Keadilan) in 1999 provoked more Chinese
anxiety than in 1990 when voters could choose, as it were, between
two UMNO factions. But where the ‘PAS factor’ weighed upon
Chinese voters, it did not crea new and overwhelming rationale so
much as added to the many reasons they already had for preserving
their 1995 level of support for the BN.
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So little changed in the immediate circumstances because so much
had changed in the recent past. The socio-political situation was as
inimical to DAP'’s customary claim on the loyalty of the Chinese
electorate as it was to UMNO’s quest for ‘Malay unity’. Whatever soul
scarching DAP conducted behind closed doors in 2000 did not bring
the party any closer to rejuvenation than UMNO had attempted for
itsell. DAP had broadencd its cooperation with opposition parties and
NGOs, for example, by yielding some seats it used to contest to other
candidates ~ Chand ffar (of Keadilan) in Bayan Baru, 7
Kassim (of Women’s Candidacy Initiative) in Selayang and Jeyakumar
Devaraj (of Parti Sosialis Malaysia) in Sungei Siput. Building upon Lim
Guan Eng’s standing in the Malay community, DAP’s coalition in the
BA further lessened previous Malay antagonism towards the party.
These two developments did not help DAP appeal to any new ‘strategic
constituency’. DAP also did not use the urgency of defeat to reorganize
its leadership. As the DAP had been too reliant on a group of recog-
nized veterans, it could not quite repla leadership that had led the
party to consecutive electoral setbacks. There were also limits on how
radically DAP could rethink its pregramme. On the one hand, a DAP
leader with an assured smndmg in the BA such as Lim Kit Siang
could make sut ial to advancing the BA’s venture in
multicthnic and multireligious cooperation in urder ‘to check the
dangers of a re-polarization of race and religion”.'” On the other hand,
DAP was burdened with its own ‘grassroots feedback’ that the ‘PAS
factor’ had tarnished DAP’s credibility with the Chinese electorate.
DAP dealt with the tensions between these two positions by falling
back upon the political commitments that once made DAP the largest
opposition party. This meant, first, that DAP would champion ‘Chinese
causes’ as and when they arose. In 2000, other than UMNO's harass-
ment of Suqiu, there were two such causes, namely the Chinese
educational movement’s opposition to the regime’s “Vision Schools’,
and some students and parents’ objection to the relocation of SRJK
Damansara. DAP, as usual, attacked the complicity of the BN’s
‘Chinese-based parties’ in undermining the independent status of
Chinese education. What was unusual was the staunch support that
the BA’s ‘Malay-based’ parties, including PAS, gave to the ‘Chinese
community’ in the Suqiu, Vision Schools and SRJK Damansara
episodes. Second, DAP continued its strenuous defence of civil liberties
and human rights in a climate of intensifying repression. Again, DAP's
positions were firmly matched by those of PAS, Keadilan and PRM
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in a bold and broad ‘Malay front’ of Pprotest against draconian laws
and police repression. These were benefits conferred by Reformasi.

However, a former plank of the DAP's platform — its defence of
‘non-Muslim concerns’ against the regime and PAS’s different Islam-
ization policies — presented difficulties. In this regard, Lim Kit Siang’s
cxposition of DAP's stance during the 3% Australian-Malaysian
Conference, held in Canberra, 2000, was illuminating. ‘For the BA to
succeed’, in Kit Siang’s view:

it must take the initiative in laying o rest the two spectres which the BN
used to frighten Malaysian voters in the 1999 election: that on one hand,
the D ic Action Party is anti-Mal; y and anti-Islam and wants 10
see the destruction of Islam and that on the other, PAS is extremist and
fanatical and wants 0 end the religious, cultural and political rights and
freedoms of non-Muslims in Malaysia.'?

Such a balanced statement of the BA’s real obstacles would not have

been controversial within the BA. But Kit Siang’s idea of sharing the bur-

den of exorcising those two ‘spectres’, unaccompanied by any suggestion

for dealing with the ‘spectre of DAP’, might begin to unsettde PAS;
the BA must project in particular that the ‘political Islam’ represented by
PAS is an Islam of wlerance and justice which is fully compatible with
democracy, which upholds open and accountable government and
cultural pluralism, and is compatible with a flowering of human rights
and democracy,

Nor could the following implicit criticism of the BA’s consultative in-
adequacy have offered much comfort afier BA leaders had committed
so much cffort towards building common ground from diverse ideo-
logical commitments:

the Democratic Action Party in particular, and the BA in general,
learned to their cost that it was not adequate for the opposition partics
in the BA to reach a common accord on a wide spectrum of subjects ..,
while controversial issucs, such as that of an Islamic state, were avoided
or deferred. For indeed the question of an Islamic state does not lend
itself to rational discussion and resolution in a multi-thnic, multi ligi
socicty like Malaysia, even less when elections approach and fears and
emotions are manipulated.'®

What was most puzzling was why, if ‘the question of an Islamic state
does not lend itself to rational discussion and resolution’, Kit Siang
was nonetheless insistent that:
the issue of an Islamic state must be addressed and resolved by the BA
itself, once and for all. Once resolved, greater trust and cooperation can
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develop among the BA component partics. The resolution of this issue
can also be the basis to regain lost ground and to win new support.'®

By and large, the puzzle was answered: in order to ‘regain lost ground
and to win new support’, in Kit Siang’s opinion, ‘the component parties
of the BA must ack ledge that many Malays did fear that the
Democratic Action Party’s co-operation with PAS ... would lead to
the formation of an Islamic state”.!

Whatever else Kit Siang’s line of reasoning implicd, it illustrated
DAP’s post-1999 predicament, which was the typical predicament of
partics and politicians who could not afford to castigate their natural
constituencies for letting them down, and thus habitually found it
politic to lay the blame for their defeats at somceone else’s door. For
instance, when Mahathir lost his Kota Star Sclatan seat to PMIP’s Haji
Yusof Rawa in 1969, Mahathir did not auribute his defeat 1o Malay

# disaflection with UMNO but instead blamed it on Chinese defection
from the Alliance. Thirty years later, DAP leaders were led to thinking
aloud that the Chinese voter’s ‘fear of PAS’ had made DAP ‘the
biggest loser in the BA™."® However accurate it might have been, such
an assessment informed DAP’s developing stance of ‘reconsidering’ its
membership in the BA as DAP increasingly criticized the PAS govern-
ments in Kelantan and Trengganu for not projecting ‘an Islam of
tolerance and justice which is fully compatible with democracy’.

Finally, it is a laudable principle that the members of a political
coalition should consult and share. However, partnership in practice,
including the basic need of accommodating ideological and other
differences, is always conditioned by considerations of power. Funda-
mentally numbers count: how many seats does each party have, shall
it have, or can it win? With ten seats in Parliament, the DAP still
enjoyed a core of support but, so to speak, the DAP could no longer
count on ‘free admission’ into the big urban constituencies that used
to elect and re-elect DAP leaders, regardless of what they did or did
not do. With only ten seats, the DAP had to relinquish the leadership
of the opposition to the PAS and would have had to even if there had
been no BA. From that perspective, the post-1999 DAP was more or
less like the post-1990 S46 which could not determine the future of
Gagasan Rakyat Malaysia after $46 emerged from the 1990 clection
with considerably fewer seats than either the DAP or the PBS. In
defeat, $46 ook a Malay turn while the DAP went its own way as the
leader of the opposition in Parliament. This time around, unable to
develop the BA's promise of a new politics of opposition or to expect
the pendulum of minority politics to restore its tormer pre-eminence
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among opposition parties, the DAP chose to ‘go it alone’ 10 serve the
causes of the ‘Chinese community’, ‘the non-Muslims and civil socicty.
Perhaps the DAP leaders thought (o reinvent the party thus. Perhaps
theirs was a neat, cven nostalgic, way of freczing complex social
changes and political realignments in the mould of pre-Vision 2020,
not to say pre-Reformasi, ethnic politics. But was that the path of
reinvention? Or was it only a way of staking the party’s future on
its past?

The Rise and Rise of PAS?

At first glance, PAS was not beset with the dilemmas which their
respective defeats had brought upon UMNO and DAP, In victory,
after all, PAS clearly showed the advantages of having a developed
organization, unified leadership and motivated membership, The
party’s programmatic goals and the principal constituencies 1o which
it appealed also scemed to be unambiguous. The two governments
PAS led in Kelantan and Trengganu were secure, because, barring
unforescen upheavals, UMNO would not be able to overturn PAS's
massive winning margins in those two states in the next election.
However, the quality of PAS’s success, when judged by the limits of
its electoral gains, scope of influence and depth of appeal, revealed
the difficulties PAS encountered when trying to move from being a
regional opposition party to being the dominant partner of a second
coalition that could wrest power from the BN,

Before Anwar's fall, in fact, PAS's position in its Kelantan base had
been weakened by UMNO's recapture of cight state seats in 1995, and
S46's split with PAS followed by $46's dissolution as a party in 1996,
Only one of S46s cleven state assemblymen joined PAS while the
others rejoined UMNO, which gave PAS 25 state seats in Kelantan
against the remaining cighteen controlled by UMNO, PAS’s majority
in the Kel state bly still betokened a stable government
until the next election while Menteri Besar Nik Abdul Aziz, Nik Mar's
administration remained popular. However, those familiar with PAS's
1962 loss of the Trengganu state government through defections o
UMNO, its 1978 loss of Kelantan after a party split and the end of jts
troubled alliance with UMNO in the B s as well as the 1994 toppling
of PBS in Sabah would have realized that PAS’s control over Kelantan
no longer wore the unshakeable solidity of 1990 when the PAS-S46
combination took cvery state scat. Moreover, despite frequent specu-
lation since the late 19705 that the Islamic resurgence would expand
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allics among the ulama) sought to institutionalize or enforce a smuch
smcter public compliance with Islamic law and moral codes, including
PASs move in 1998 10 enact Judud laws in Kelantan,
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13.3 Ensure the involvement of local labour at all strata and Jevels
of service,

13.4 Ensure that Petronas will provide larger contributions 15 the
people of Trengganu in the field of higher education.

13.4 Make it a requirement that the State Government shal) own equity
in all investments based on petroleum and gas from Trenggany %

What Menteri Besar Abdul Hadi Awang and his government could
have accomplished with the petroleum revenues was never tested, The
federal government hollowed PAS’s electoral pledges by sopping
Petronas from making direct payments 10 the state government, In-
stead the federal government redefined as ‘goodwill moncy’ (wang ehsay)
the revenues that had been regarded as royalties for 23 years, and
hence diverted about RM850 million annually 1o federal agencies
operatng m Trengganu. Hadi Awang condemned the federal govers.
menl’s action as being “haram [forbidden] from the point of religion,
fram the point of democracy, from the point of universal human
morald’® The Trengganu government’s lawyer, Tommy Thorsas,
subminied before the High Court that, “These actions of the federal
government and 115 agents and servants were oppressive, arbitrary o
wncansttunanal’ ¥ But the damage was done, and it could not be
undane by PAS in the foresecable future. Bereft of substantial firsane-
Iz znd facng federal government hostility that discouraged “foreign

. 1o opposition-ed in a state like Trengganu
codid G 2 ‘modern’ + 10 use a simple term, Its subses
Quezn mdn?x’zihn would be pmpagammy adized as proof of PAS's docttisiaire
refsd o admmisrative imability 1o i ph ‘pragmatic’, ‘investmen
fraemdin “Zowth-fadilitating’, or ‘market-augmenting' policies, o
wizmeves the prederred words may be. Later, when Hadj Awinig sald
thar Tremgrany coudd oo repay its loans 1o the feders) rvertitmin
beczae of nx Gow of petsoleumn incomr, Deputy Prime Minister
Abdnilieh Alrvad Badawi sanctimonionsly supiplied the tationate for
the el gronerzument’s vactic:

B wer awatr 40wl ooy 4 “ontigiusry Icamse we think that it is i being
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Meanwhile the triumvirate of federal government, Petronas and
UMNO would decide the types and pace of development to be funded
by the ‘goodwill money’. Sauce for the goose being sauce for the
gander, Trengganu under PAS would be compelled to fall back upon
remedial, piccemeal and resource-scarce programmes to assist the
disadvantaged sections of its populace; the scenario had been
encountered in Kelantan before. By and by, Trengganu, with its 17.3
per cent incidence of poverty (in 1997) aficr 25 years of UMNO rule,
would become Kelantan’s soul mate in showeasing ‘impoverishment
under Islamic government’.

Of course, the party faithful was free to make a virtue of living
simply, of living Islamic principles, as it were, in a dignified defiance
of punitive power. It was also understandable that the defiance was
expressed in a spirited Islamic idiom that set aside mundane calcu-

ns of material interests. After all, the Malay opposition rallying
.K.,d PAS in 1998-99 had drawn heavily from a moral repugnance
and cultural revolt that redefined the ethical boundaries of political
conduct. Combining religiosity with political ideology, PAS had com-
mitted itself to “practise Islam as Ad-din’,** as a way of life requiring
an integration of religion with economics, politics and socio-cultural
life, thus distinguishing it li'()lll ‘UMNO’s Islam’, the latter seen as a
‘vehicle of modernization’ to *propel the Malays into mainstrcam
global (capitalist) dcvclnpmcul 9 It was crucial for PAS to show how
it could accomplish its ideological mission of ‘making the development
of the human being the core of development™ while grappling with
the actual tasks and material difficulties of managing economic
development. But financial deprivation, if not economic sabotage, left

’AS with hardly a ‘pragmatic’ option to demonstrate the superiority
of ‘Islamic government’. Instead, there was the ‘dogmatic’ recourse
of injecting a stricter observance of religious piety, moral fervour, and
exemplary conduct in personal and public life

Before the election, PAS had declared its intent to ‘prohibit all
forms of gambling and vices and limit licences to premises selling
liquor and intoxicating drinks’ and to ‘prevent and cradicate social
ills”.* Afterwards, the local authoritics in Trengganu closed “karaoke
lounges’, reduced the number of establishments permitted to sell
liquor, restricted the operations of ‘unisex hair salons’, and considered
new ways to minimize the mingling of the sexes in public places. These
ways of handling ‘matters which are forbidden by Islam but have not
been fully eradicated™ were prompted by ideological conviction, but
PAS’s lack of developmental n]l(‘nmn\ cast them in starker tones. If
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‘fundamentalism’ prevented PAS from *facing up to modernity’ - a
typical criticism made of PAS - UMNO?s realpolitik: denied PAS the
resources needed for a frontal and carnest engagement with contem-
porary facets of modernity. So to speak, there would be no ‘modern
development” to balance PAS’s social conservatism — the way that high
growth came to offset UMNO’s ethnic discrimination under the NEP,
PAS often protested that its welfare programmes, administrative
changes and non-discriminatory practices protected the interests of
women and non-Muslims “under Islam’, Not for the first time, how-
ever, instances of the moral policing of seemingly petty matters lent
themselves to shaping public discourse. .
One could argue that PAS’s actions were not misguided when
Jjudged by the conventions of clectoral politics: where in power, more
so when newly returned to power, a party implemented its programme.
Political practice, though, showed PAS's programme bifurcating, Being
in opposition at the national level, PAS, together with its BA partners,
defended civil libertics, human rights, democracy and the rule of law,
PAS leaders, members and supporters placed themselves at the fore-
front of demonstrations against unjust laws, unfair rulings, unpopular
policies, and unacceptable harassment. PAS spurned Mahathir’s call
for “Malay unity" talks, protested the use of draconian legislation such
as the Internal Security Act, resisted police harassment, and supported
the ‘Chinese community’ at the time of the Damansara school contro-
versy. That is to say, PAS maintained a course of political liberalism
that rejected ethnic politics, stood with the national human rights move-
ment, and showed a new appreciation of ‘minority rights’. Being in
government at the state level, PAS on its own enforced m: asures of social
conservatism that encroached upon individual liberties and intruded
into the sphere of private life and personal choices. PAS’s moral
policing unsettled non-Muslims who feared an ‘Islamic state’, ‘liberal-
minded” Muslims who feared it no less, and women who opposed
illiberal attitudes towards their social status and freedom, Besides, PAS
took the Trengganu government closer to being an ‘administration
based on the Qur'an and Sunnah’ by proposing the Syariah Criminal
Offences (Hudud and Qisas) Bill** Thus Hadi Awang replicated the
Kelantan government’s enactment of the Syariah Criminal Code (1 1)
Enactment of 1993, and PAS tried to ‘build Islam in two states’,
How should PAS’s programmatic bifurcation be interpreted? One
way was to focus on the tactics PAS adopted to deal with the realities
of politics and calculations of power in two different sets of circum-
stances. In the national setting, PAS alone was no match for the BN.
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17.4 per cent, coincidentally the combined PAS-$46 share in 1995
(ullhuuqh PAS’s share would surely have been higher had Keadilan not
sted). When UMNO, suffering its worst sctback, still held 72 scats
in Parliament, PAS was not any closer to governing the country than
DAP was when DAP won 24 parliamentary seats (out of 177) and
211 per cent of the popular vote in the 1986 election. Equally im-
portant, PAS’s victories were almost entirely attained in the symbolic
Malay heartland of 58 constituencies having more than two-thirds
¢ voters cach. Beyond that heartland constituencies with
smaller Malay majorities, so-called ethnicall; ed areas, which were
dominated by UMNO and remained virtually impenetrable to PAS.
PAS's sweep of the Trengganu parli y seats was impressive, and
in winning control of the Trengganu government, PAS ended Kelantan’s
isolation as an opposition state government. Yet the overall significance
of PAS’s performance had to be qualificd. Historically, the triumph
in Trengganu may be regarded to be PAS's long awaited repeat of its
victory there in the first post-Merdeka gen clection. Three years
after that, in 1962, defections from PAS handed Trengganu to UMNO.
A split in PAS led to UMNO?s control of Kelantan for twelve years
before PAS-S46 recaptured the state in 1990. Thus, a dispassionate
assessment of PAS’s results might view the 1999 results as marking
PAS's recovery after almost 40 years of declining influence, although
it was exactly a recovery that demarcated the limits of PAS’s advance.

Indeed, PAS was further restricted by the reduction of the resources
command. The major economic policies that PAS might derive
from its basic Islamic programme have never been clearly spelt out.
PAS had not revealed what ‘Islamic development’ might mean for a
national economy integrated with global capitali In Kelantan, the
party had practised forms of economic populism that would benefit
the poor, landless, and underprivileged, relying sometimes on age-old
Islamic instruments of charity, welfare and redistribution. For
Trengganu, PAS’s 1999 General Election Manifesto had planned o
‘make [petroleum] royalty revenue the catalyst of state cconomic
production’ and 1o ‘gencrate economic growth and expansion based
on natural resources such as petroleum and gas’? A scction of the
Manifesto devoted to “petroleum and gas’ pledged to:

13.1 Strive to obtain a fairer share of royalty from the Federal
Government with a minimum receipt of 20%.
2 Ensure that the development of the petroleum and gas industry,
which will create related industrial growth, shall expand and
conunue.
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13.3 Ensure the involvement of local labour at all strata and levels
of service.

13.4 Ensure that Petronas will provide larger contributions to the
people of Trengganu in the field of higher education.

13.4 Make it a requi that the State G ent shall own equity
in all investments based on petroleum and gas from Trengganu,?

What Menteri Besar Abdul Hadi Awang and his government could
have accomplished with the petroleum revenues was never tested. The
federal government hollowed PAS’s clectoral pledges by stopping
Petronas from making direct payments to the state government. In-
stead the federal government redefined as ‘goodwill money’ (wang ehsan)
the revenues that had been regarded as royaltics for 23 years, and
hence diverted about RM850 million annually to federal agencies
operating in Trengganu. Hadi Awang condemned the federal govern-
ment’s action as being ‘haram [forbidden] from the point of religion,
from the point of democracy, from the point of universal human
morals’.** The Trengganu government's lawyer, Tommy Thomas,
bmitted before the High Court that, “These actions of the federal
government and its agents and servants were oppressive, arbitrary or
unconstitutional’?” But the damage was done, and it could not be
undone by PAS in the foreseeable future. Bereft of substantial financ-
ing and facing federal government hostility that discouraged ‘foreign
investment’, no opposition-led government in a state like Trengganu
could develop a ‘modemn’ cconomy, to use a simple term. Its suby
quent failure would be propagandized as proof of PAS’s doctrinaire
refusal or admini: ive inability to impl I ic’, i

friendly’, ‘growth-facilitating’, or ‘market-augmenting’ policies, or
whatever the preferred words may be. Later, when Hadi Awang said
that Trengganu could not repay its loans to the federal government
because of its loss of petroleum income, Deputy Prime Minister
Abdullah Ahmad Badawi sanctimoniously supplied the rationale for
the federal government’s tactic:

I we want to take over a company because we think that it is not being
managec well as it should, and that we arc more clever, then we
should prove it,

How can we take over a company and not pay for it and then whine,
*ONb, this is not ours’ or “That, we did not do.

IT that is the case, then we may as well not eradicate poverty or
develop the state and leave it to the Federal Government to do every-
thing. 28
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Meanwhile the triumvirate of federal government, Petronas and
UMNO would decide the types and pace of development to be funded
by the ‘goodwill monc; uce for the goose being sauce for the

gander, Trengganu under PAS would be compelled to fall back upon

remedial, picceme: the
disadvantaged sections of its populace; the scenario had been
encountered in Kelantan before. By and by, Trengganu, with its 17.3
per cent incidence of poverty (in 1997) after 25 years of UMNO rule,
would become Kelantan’s soul mate in showcasing ‘impoverishment
under Islamic government’.

OF course, the party faithful was free to make a virtue of living
simply, of living Islamic principles, as it were, in a dignified defiance
of punitive power. It was also understandable that the defiance was
expressed in a spirited Islamic idiom that set aside mundane caleu-
lations of material interests. Afier all, the Malay opposition rallying
around PAS in 1998-99 had drawn heavily from a moral repugnance
and cultural revolt that redefined the ethical boundaries of political
conduct. Combining religiosity with political ideology, PAS had com-
mitted itsell to ‘practise Islam as Ad-di
an integration of religion with economics, politics and socio-cultural
life, thus distinguishing it from "UMNO’s Islam’, the latter seen
‘vehicle of modernization” to ‘propel the Malays into mainstream
global (capitalist) development”. " It was crucial for PAS to show how
it could accomplish its idcological mission of ‘making the development
of the human being the core of development™ while grappling with
the actual tasks and material difficulties of managing economic
development. But financial deprivation, if not cconomic sabotage, left
PAS with hardly a ‘pragmatic’ option to demonstrate the superiority
of ‘Islamic government'. Instead, there was the ‘dogmatic’ recourse
of injecting a stricter observance of religious picty, moral fervour, and
exemplary conduct in personal and public life.

Before the election, PAS had declared its intent to ‘prohibit all
forms of gambling and vices and limit licences to premises selli
liquor and intoxicating drinks’ and to ‘prevent and eradicate social
ills* Afterwards, the local authoriti anu closed ‘karaoke
lounges’, reduced the number of establishments permitted to sell
liquor, restricted the operations of ‘unisex hair salons’, and considercd
new ways to minimize the mingling of the sexes in public places. These
ways of handling ‘matters which are forbidden by Islam but have not
been fully eradicated™ were prompied by ideological conviction, but
PAS’s lack of developmental alternativ t them in starker tones. If

and resource-scarce programmes o

as a way of life requiring

a
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‘fundamentalism’ prevented PAS from ‘facing up to modernity’ — a
typical criticism made of PAS - UMNO’s realpolitik: denied PAS the
resources needed for a frontal and earnest engagement with contem-
porary facets of modernity. So to speak, there would be no ‘modern
development” to balance PAS's social conservatism — the way that high
growth came to offset UMNO?s ethnic discrimination under the NEP.
PAS often protested that its welfare programmes, administrative
changes and non-discriminatory practices protected the interests of
women and non-Muslims ‘under Islam’. Not for the first time, how-
ever, instances of the moral policing of seemingly petty matters lent
themselves to shaping public discourse, :

One could arguc that PAS’s actions were not misguided when
judged by the conventions of clectoral politics: where in power, more
50 when newly returned to power, a party implemented its programme.
Political practice, though, showed PAS’s programme bifurcating. Being
in opposition at the national level, PAS, together with its BA partners,
defended civil liberties, human rights, democracy and the rule of law.
PAS leaders, members and supporters placed themselves at the fore-
front of demonstrations against unjust laws, unfair rulings, unpopular
policics, and unacceptable | ent. PAS spurned Mahathir's call
for ‘Malay unity" talks, protested the use of draconian legislation such
as the Internal Sceurity Act, resisted police harassment, and supported
the ‘Chinese community” at the time of the Damansara school contro-
versy. That is to PAS maintained a course of political liberalism
that rejected ethnic politics, stood with the national human rights move-
ment, and showed a new appreciation of ‘minority rights’. Being in
government at the state level, PAS on its own enforced measures of social
conservatism that encroached upon individual liberties and intruded
into the sphere of private life and personal choices. PAS’s moral
policing unsettled non-Muslims who feared an ‘Islamic state’, ‘liberal-
minded” Muslims who feared it no less, and women who opposed
illiberal attitudes towards their social status and freedom. Besides, PAS
took the Trengganu government closer to being an ‘administration
based on the Qur'an and Sunnah’ by proposing the Syariah Criminal
Offences (Hudud and Qisas) Bill* Thus Hadi Awang replicated the
Kelantan government’s enactment of the ah Criminal Code (11)
Enactment of 1993, and PAS tried to *build Tslam in two states’,

How should PAS’s programmatic bifurcation be interpreted? One
way was 1o focus on the tactics PAS adopted to deal with the realities
of politics and calculations of power in two different sets of circum-
stances. In the national setting, PAS alone was no match for the BN.
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The party's hopes of extending its influence rested upon its ability to
continue to lead the BA's broad based campaign — over civil liberties,
along constitutional lines, and around the rule of law, of secular law,
that Reformasi had inspired. In the state settings, the devastated UMNO
was no match for PAS whose governments could implement their
programmes, albeit against the opposition of the federal government.
Here, PAS’s priority was to build stable and durable ndnmuslmuw
platforms that would support ln-mg nmdrls of du- \nucl) envisioned
by ‘PAS-Islam’ in ¢ distinction 1o M I ‘Vision Islam’, %
Another way was to interpret the bifurcation in terms uflhu differences
in ‘political consciousness’, for lack of a better word, displayed by
PAS’s sources of support in Kelantan and Tunggnnu, and beyond
these two states. For Trengganu and Kelantan's predominantly Muslim
population, Islam had long informed the discourse of UMNO-PAS
rivalry and PAS was esteemed by its supporters for “upholding and
protecting every aspect of the religion and takes pride in being a
religious party’.* There was accordingly a higher empathy for PAS’s
intent to ‘propagate the integration of the religion with the economy,
politics and socio-cultural life to create an alternative Islamic civili-
zation'.¥ Outside Kelantan and Trengganu, PAS could not, at least
not yet, take for granted the pre-eminence of its Islamic idiom of
opposition within the ranks of the Malay opposition. It was true that
the Islamic resurgence had reached a generation of young, urban, and
middle-class or professional Malays whose

zeal 0 Tslamize Malaysia as a response to globalisation pushed them into
dircet coalition with the older and more traditional Islamists in PAS.
They invigorated the latter with fresh blood as well as new skills and tech-
nology. ...PAS is now fused with religiously inclined young professionals
who are knowledgeable in both current world affairs as well as the new
technology in all fields including ... IT.3

g

Yet, this social group had its large pro-UMNO or ‘fiberal Muslim’
counterpart for whom PAS policies were anathema. If members of
this sccond group of young Malays abruptly broke with their cus-
tomary pro-UMNO voting patterns, their actions were prompted by
Reformast’s cultural revolt, rather than embracing of PAS-Islam. How-
ever captivating PAS's slog.m — dulu UMNO, sekarang PAS (formerly
UMNO, now PAS) - might be, a resolution of UMNO’s primary
difficultics might swing the dulu UMNO voters against PAS in much
the same way as had happened to $46.

Finally, one could approach PAS's programmatic bifurcation by
way of the ‘non-Muslim factor’ in PAS's calculations. Within Kelantan
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and Trengg: the electoral of the small non-Muslim
population was low and intercthnic political differences were a rarity.
Judged by UMNO's past policies, or by PAS’s hostility to *pre-Islamic’
Malay cultural practices (notably in Kelantan), the PAS government
abided by their professed non-discriminatory stance towards non-
Muslim religious and cultural practices. Even in their moral policing,
PAS made allowances for non-Muslim non-conformity with certain
Islamic injunctions.*” The non-Muslim factor was significant at the
national level. Neither during the 1980s, when non-Malay dissidence
peaked, nor in 1998-99 was PAS able to moderate non-Muslim sus-
picion of the party’s ‘ultimate’ goal. That suspicion was summed up
in the implacabl n-Muslim opposition to any proposal of an
“Islamic state’, in effect a major impediment to PAS's advance in the
cthnically mixed constituencics. The major exceptions to this non-
Muslim sentiment were activists and members of DAP, PRM, Keadilan
and the NGOs who intermittently cooperated with PAS in campaigns
for civil libertics and human rights until the BA’s formation institution-
alized their cooperation. Slim as this category of non-Muslims alrcady
was, its willingness to engage with PAS had always presupposed a
common commitment to secular constitutional government.

In a subtle understanding of PAS’s challenge to the hegemony of
Mahithirism, John Hilley noted that PAS strategic gain at the 1998-
99 conjuncture was a promising ‘cultivation of a new “moral politics™”
in which “its [Islamic] principles were being fused with broader secu-
bout justice, transparency and good governance’.® A
popular receptivity towards this ‘new moral politics” had helped PAS
1o attain *a major expansion of its national-papular base’. But the chicf
ty of this ‘moral politics’ was to ‘illustrate the contextual space
within which the arguments and ideas for [PAS’s] project were now
located’. Hence, PAS's practical goal of leading a new ‘opposition
alignment” — ‘a proto-project involving wider ethnic support and
intellectual streams’ — “still had to find direction’ on the basis of
‘meaningful accommodations with the other parties and the wider
reformast’. ‘Therefore, one might add that, in the flush of electoral
success, PAS had to adapt, if not reinven, itself to broaden its appeal
and truly 10 advance. PAS might argue ¢ objections to hudud, gisas
and other replacements of civil law with ‘divine law’ arosc from the

d fears of Muslims who did not understand Islam, or
of Muslims who did not fully practise the religion. But, politically, as
Raja Petra Kamarudin bluntly expressed it: ‘PAS has to decide what
its political platform is. Is it to Islamise the nation or to form the next
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federal government. It cannot be both....""" From that perspective,
PAS’s programmatic bifurcation offered m'ull('r novel directions nor
nu.uungiul accommodations’. Insofar as PAS persisted with its “Islamic
' project, the party had failed o comprehend that its temporal
lc.u at the 1999 clection was brought about by the Malay revolt over
Anwar's persecution, rather than a clamour for a theocratic state.

Keadilan Between Vision and Fulfilment

Among the parties of the opposition, Parti Keadilan Nasional was
the true child of I\Aynnlum Although it had an institutional antecedent
of sorts in ADIL, Keadilan was born not just of the sustained public
reaction (o Anwar's travails, but also of the urgent need by Anwar's
closest associates and lh(‘ll‘ supporters o join the electoral battle
against the BN. Not quite cight months old as a party when the 1999
clection was held, Keadilan won five parliamentary seats. This was not
an inspiring performance, given Reformasi expectations, especially since
eral of its best known leaders — Chandra Muzaffar, Tian Chua and
/ inur Zakaria — were defeated. But the low number of seats belied
Keadilan’s 11.5 per cent of the popular vote, which w, most as
large a proportion as DAP's, and which could be taken as a reliable
indication of the depth of Malay anti-UMNO sentiment. With time
and favourable circumstances, Keadilan'’s leadership might have found
s to entrench ‘Anwar's party’ as a leading party of an unabated
Reformasi. Several factors, however, caused Keadilan to lead an agonized
xistence in which survival rather than advance became the party’s
highest priority.

One critical factor, which greatly hampered Keadilan, was the
regime’s r pu»mn against the party’s leadership. While the regime
k taking heavy-handed action against Wan Azizah herself,
it subjected other party leaders - including Azmin Ali, N. Gobala-
krishnan, Lokman Adam, Marina Yusof, Mohamad Ezam Mohd Nor,
’ i sment, arrest, and prosecution on
charges that included “illegal assembly’, *sedition” and violation of the
Oflicial Secrets Act. Despite their persistent maltreatment by the
regime, the Keadilan leaders encrgetically pursued the Reformasts street-
level tactics of protests and demonstrations, mostly within the greater
Kuala Lumpur arca. That was partly because Keadilan could not but
keep alive the ‘issuc of Anwar’ as Anwar was convicted at the end of
his second trial in 2000 and was sentenced to a further nine years
imprisonment. Pardy it was because Keadilan had no physical base,

W
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unlike PAS, which in Kelantan and Trengganu, and to a lesser degree
in Kedah, continued to hold almost nightly ceramah, often ignoring
police warnings or resisting police disruptions. As the political turmoil
continued into 2000, the Keadilan leaders constantly faced the threat
of detention without trial under the Internal Security Act.

Keadilan faced other internal difficulties that might be traced to
the very formation of the party. Formally launched on 4 April 1999,
only ten days before ‘Black 14°, Keadilan’s leadership was hastily as-
sembled from three main groups of people. One group was made up
of Wan Azizah and others who were personally close to Anwar, such
as Chandra Muzaffar who in the 1990s had renewed his former ‘civil
socicty ties’ with Anwar. A second group included Anwar’s former
allies in UMNO who had not turned against him. Prominent among
them were Azmin Ali, Mohamad Ezam, Ruslan Kasim, and Saifudin
Nasution. Third, there were NGO activists and other public figures
who became “Anwaristas’ of different shades: they included Zainur
Zakaria, a member of Anwar’s team of lawyers from the first trial;
Tian Chua, a human rights activist from Suara Rakyat Malaysia;
Mohd Anuar Tahir, one of the leaders of Angkatan Belia Islam
Malaysia; and Marina Yusof, a veteran of past dissenting factions in
. Other than the ex-UMNO politicians, the Keadilan leaders
were respected figures who possessed no direct political experience,
including Wan Azizah, who became a symbol of Reformasi in her own
right. Mor 1, Keadilan's bination of quite dissimilar figures
represented an ideologically non-unified leadership which, in the
harried circumstances of 1999, was hard pressed for time and
opportunity to resolve difficulties that were bound to emerge as
‘different agendas’ contested for priority and emphasis.

Keadilan’s membership, too, was recruited unsystematically. Ke-
adilan’s leadership strove hard to present a multiethnic front and an
inclusive message meant to attract a multicthnic membership. When
Keadilan was launched as a political party, Raja Petra Kamarudin
wrote optimistically that Keadilan drew:

very strong support from the intellectuals, intelligentsia, professionals,
Yuppies, ants community, executives, and so on - a group that, in the past,
was apolitical and never even bothered 1o register as voters or came out
10 vote in the General Elections. ¥

More than that, Keadilan’s supporters, by *being multi-racial and multi-
religious’, supplied the ‘missing link’ to the BA whose other partics ‘only
served a certain segment of the population’.™ A year later, Raja Petra
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could barely contain his disappointment at the gap between sincere

intention and limiting reality:
Parti Keadilan Nasional was born with great expectations just over a year
ago.... Now, at last, there is a party that is genuinely multi-racial and
multi-religions. But, then, when they looked closer, keADILan became,
more and more, like a Malay/Muslim party in appearance. Where were
the non-Malays and non-Muslims? What they saw was a mere handful
of non-Malays/non-Muslims who could not legitimatcly chaim to repre-
sent the other races and other religions ™

Some young non-Malays responded o Reformasi, and in search of a
multicthnic political party, they chose to join Keadilan, instead of
DAP. But non-Malays did not enter Keadilan in sufficiently large
numbers to confer a wuly multicthnic character upon the party. Con-
sequently, Keadilan’s members were young, encrgetic and full of ini-
tiative but overwhelmingly Malay. Once again, except for those who
had crossed over from UMNO, Keadilan's members tended to be
unaccustomed to party politics. Most members' pre-Keadilan organi-
zational afliliatons, il any, lay with Islamic NGOs such as ABIM, and
Jemaah Islah Malaysia (JIM).

The ideological convergence for Keadilan's diverse membership was
probably captured by Reformasi’s most popular slogans of 1998-09:
Justice for Amecar! and Undur Makathir!. Indeed the Keadilan leadership
had practically no time to develop a distinct or visibly coherent party
beyond a listic inter ion of the goals of Reformast

prog
as they were enunciated in Anwar’s Permatang Pauh Declaration. Until
the BA developed its Joint Manifisto and its People's Budget, Keadilan's
OWIL progranumatic orientation was ambivalent, as if the party could
not avoid being pulled along two different (though not necessarily con-
tlicting) directions. Justice for Anwar’ was unavoidably Keadilan's
strongest cawse to the extent that the opposition, its NGO allies, and
their supporters aceepted that there would have been no Reformasi
without Anwar. Yet, they and others also realized that Reformast, as the
harbinger of deeper social change and political reform, could only
advance in practice if it went *beyond Anwar'.

While leadership, membership and direction were Keadilan's main
but ambivalent strengths, they also brought organizational stresses
and ideological diflerences, especially when Keadilan had to negotiate
its position within the BA and to prepare for the election. In Malaysian
political history, some opposition parties were able to construct viable
organizational structures and efficient electoral machines ‘at the last
minute’ because they did so around large breakaway factions or even
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whole and experienced parties. For example, the core of $46 in 1990
was UMNO's Team B from 1987. When Parti Bersatu Sabah emerged
in 1984, it was constituted from a big splinter of the ruling Parti
Berjaya. In 1969, Gerakan Rakyat Malaysia was built around the
United D cratic Party, social d from the Labour
Party and politically active trade unionists, Keadilan had none of these
advantages. The reputedly large contingent of ‘Anwar’s boys and girls’
in UMNO did not defect in as large a number as had been expected.
Or many defectors, like Kamarudin Jaafar, a close Anwar ally in ABIM
and UMNO, chose to join PAS rather than Keadilan. Other than the
ABIM leaders perhaps, the NGO activists who joined Keadilan’s
leadership had no mass membership upon which to draw new entrants
into Keadilan. While numbers are not everything in politics, Keadilan
soon found out that party structures and networks could not be quickly
constructed out of spirit alone.

Paradoxically, Keadilan’s greatest advantage as well as its most
crippling disadvantage was Anwar’s imprisonment. Keadilan was
sustained by public anger over Anwar’s fate, Malay sentiment pre-
dominantly, which definitely did not subside with his conviction at the
end of his second trial and his imprisonment for a further nine years,
In a show of sympathy with Anwar’s family, Reformasi supporters
practically revered Wan Azizah while the BA honoured her. Anwar’s
incarceration, however, left Keadilan’s chief asset - its young and
courageous membership — with no strategic and experienced leader-
ship. Other Keadilan leaders were energetic and ran enormous per-
sonal risks in mobilizing supporters for demonstrations and protests.
Had Anwar been free, he might have welded the qualities of leadership
and membership into a formidable party structure and organization.
With his personal stature, extensive experience in ABIM and UMNO,
and the enormous sympathy for his predicament, he might have unified
the disparate clements, differing agendas and even divergent loyalties
among Keadilan's leadership and membership. But Anwar was in Jail,

dered practically inc icado, and itted to emerge only
in court — and not even there, when his second trial was adjourned
before the clection. Anwar served as a rallying point, for Keadilan cer-
tainly, and for the BA who named him the coalition’s leader in the
event of the coalition's su in the clection, Beyond that, Keadilan’s
leaders had to cooperate with one another in tentative ways, almost
just as GERAK and the BA had 1o discover ways for a diverse oppo-
sition to cooperate in the circumstances of 1998-99,
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Up 1o the end of 1999, Keadilan's organizational stresses were
probably camouflaged b t ol Reformasi supporters who
thionged protests, demonstations and marches and by the BA's efforts
at building an “alicruative coalition’, After the clection, however, certain
disputes broke out that suggested that Keadilan was finding it difficult
1o comalidate isell as a party with long-term prospects. The first
spute o come 10 public light was a disagreeuent between Chandra
Muzaltar, the deputy president, and Marina Yusof, one of the vice-
presidents. This disagreement had been festering since January 2000
but degeneraed wito a public confrontation in June. Then, Marina and
Chandra ook wins w rade accusations of bad faith and Questionable
conduct i malgysiaking but not before Marina resigned as a vice-
president for rewsons of “health and business” and left the party
Wi controversy related w the BA's nomination of a candidate 1o
contest the Teluk Kemang by-clection, scheduled for June 2000, It
would seem that DAP had a prior claim on the candidacy since the
party had contested the Teluk Kemang constituency before, But it was
rumoured that Keadiku had insisted on its being given the seat to
contest and that Chandra had given the BA an “ultimatum’ on this
water. bnany event, Chandra denied having isued the ultinatum but
Readilan was given the seat 1o contest over DAP protesss, Keadilan's
Ruskunr Kasim lost in Teluk Kemang, although he reduced the BN’s
1999 majornity by 0 per ceut.

Strangest of all was a dispute that developed in an entirely
unpiecedented manner. Ahead of the Teluk Kemang by-clection, the
webinasiers of five popular Reformast websites suddenly blacked out”
then wtes tor several days This “aheruatve information strike” twurmed
out to be the webmasiers” way of conducting a ‘campaigu of reflection’
oi the futare of Reformas. While many of the websites” regular visitors
agonized over the black-out, and the reasvus behind i, there were
suggestions that the webtasters had meant w chastise Chandra, and
Readilan's secretuy-general, Anuar Tahir, for uot adhering o Anwar
Ibruhim's instructions”. Nowe of the webusters ever offered to clanty
Just what “Anwas's instructions” were, But they were reportedly refer-
ring 10 Chandra and Anuar Tahir's UPPOSILon W a proposal  merge
Keadilu with Parti Rakyat Malaysia, The proposed micrger, based on
hopes of combining Keadilun's greater outreach with PRM's estab-
hshed and coherent leadership, was wn idea that had siguiticant but
et vet devisive support within cach pasty.

1t may be suggested that Keadilan owed its existence to the idealism
1 derived from Ryormes’s push for political change, for s vision of a
tuture that could break with an unbearable past, and tor us opposition

ext
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of fresh meanings of democracy, reform and social Justice to authori-
tarian leadership and manipulative politics. These may scem to be mere
i ibles” when 1 by the dards of hard 1 politics,
but they constituted the political equivalent of (commercial) ‘goodyill’
that would always be crucial for a new party like Keadilan. But a
creative deployment of political goodwill required an authoritative
leadership, an effective organization, and a coherent programme. For
Keadilan, there was the added difficulty of tending to those tasks
within a coalitional framewark that remained largely experimental.

Whatever their specific details, the Chandra-Marina split, the rift
with DAP on seat allocation and the webmasters' intervention pointed
to severe organizational weakng that Keadilan never satisfactorily
overcame. 1] in fact, *Anwar’s instructions’ played a major role in these
disputes, the party’s structural stresses were more extensive than
suspected, Indispensable as Anwar was (o Keadilan, it had to be an
odd idea that Anwar in prison could run a political party (o the extent
of being a source of instructions, written or otherwise, on strategy,
tactics, and the practical details of agenda-setting, problem-solving, and
even negotiating with other parties.

Throughout 2000 and 2001, Reformasi protests, demonstrations and
marches continued under BA auspices, ofien led by the most intrepid
of the Keadilan leaders. These expressions of protest displayed sheer
will and resolution that had not been encountered for at least a
generation in Malaysian history. Then, Keadilan's difficulties were still
submerged in these waves of popular dissent. But without strong
organization and clear direction, no political party can withstand the
decapitation of its leadership - which was what befell Keadilan before
it could consolidate itself;

The Cultural Imperative of Coalition Building

Three dates and their ESPeCtiv warth recalling,
April 1995 signified the end of an era of NEP politics and an ideo-
logical shift away from an carlier pattern of bitter interethnic con-
testation. July 1997 marked the end of a Mahathirist programme of
capitalist rationalization when Malaysia Ine. chose 10 u;
shicld” i preference 10 relorming isell out of
September 1998 sealed the end of UMNO's priv
source of hegemonic stabiliy when the Anwar allair spilled UMNO's
lactonalisim into the political system, These thie ideological, econamic
and political wansitions framed o conjuncture at which the bases of

importance a
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Mahathirist politics had been eroded. As a result, the political issues
of the day could be posed in unanticipated ways, some of which were
not formulated by political parties but thrown up by civil socicty’s
dissent. “This historical conjuncture awaited only agency, or human
intervention, to forge a novel reorganization of the political system.
The agency came by way of a progression from Rformasi’s inchoate
protests 1o GERAK'S experimental networking and eventually 1o BA's
ibow coalition”.

There was nothing incvitable about the Reformasi-GERAK-BA
sequence. Before 2 September 1998, and even months later, no one
could have predicted such a rapid and almost choreographed move-
ment from spontancous dissent w0 tentative cooperation and then to
organized opposition. Nor was there anything inexorable about it
There were always several possibilities that the progression would be
aborted. They ranged from the remote chance of Mahathir's voluntary
exit from politics 10 the more probable failure of PAS and DAP o
reach an accord. But the progress, for the progression can be called
that, wo, happened partly because “all along ... there were incidents
and accidents, there weee hints and allegations™ that catalysed it. It
might be said, therelore, that both progression and progress encap-
sulated the tensions and contradictions of Malaysian society that were
exposed by Anwar's fall, reflected in Reformast, mediated through the
BA and temporarily checked by the November 1999 election. Indeed,
had PAS, DAP, Keadilun, PRM and the NGOs who supported the
opposition not established the BA in time for the election of Novermber
1999, Malaysian politics would have had w invent some other form
ol a “second coalition” for three fundamental reasous.

The first is @ pragmatic reason. No opposition party has been able,
singly, o challenge UMNO, let doue the fourteen-member BN, In the
1986 clection, DAP enjoyed huge suceess while PAS was shut out by
UMNO. Four vears later the opposition’s hopes were realized by
DAL, PBS and PAS, but $46 failed w0 deliver. As a consequence of
what ot might call wn asyuchronisin of oppusition performance, even
established parties such as PAS wid DAP had o “haug together” il they
did not want 10 “hang separaiely’. Thus @ putative second coalition,
always ready w ally wselt with UMNQ dissidents, had suggested itself
sitice the ke 1980s. 1t was indicative of UMNO's fractious state that
Mahathit tice obliged those who harboured hopes of building that
second coulition by forciug out o key UMNQ ligures in ten years:
Razaleigh in 1988, and Anwar w1998,
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The second reason had to do with the political impasse of 1999,
Years of the BN's domination of the legislature and executive aggran-
dizement had so weakened key public institutions that the political
system had seemingly become subjected to one-party rule. Hence, while
‘any coalition that is formidable cenough to fight Barisan Nasional has
to be broad-based’, as Mohamad Ezam stressed, ' it was not critical
that the BA remained ideologically h gencous, as its detrac
claimed. It was suflicient that BA's multicthnic, multi-religious and
NGO-supported four-party coalition represented the only practical
chance of erecting a bulwark against the further erosion of constitu-
tional government. Or, to recall Sabri Zain's diligent and unforgettable
record of his own experience of coalition:

e four of us posed for the cumera and, as the flash dazaled my eyes
for  moment, it suddenly dawned on me. Here were four people. from
four different political parties Keadilan, PRM, DAP and PAS. We
were held arm in arm, not giving 4 damn about our political or
idealogical differences, but Just united in celebrating the birth of yet
anather force for justice, and joined by a common desire for change n
our country, %

There is a third reason that may be termed a cultural imperative
of coalition building. In the i liacy of political develoy x
partisans and observers were liable 10 overlook the confluence of con-
temporary events with half-remembered history. Reformasi grew into
GERAK because of civil society’s discovery of a confluence of recent
injustice (Anwar's maltreatment, Guan Eng's incarceration, and the
assaults on Reformasi ol rs) with the half-forg, resistar
of the 1980s (the dissent linked to the financial scandals and political
crises of the period). By extension, GERAK ransformation into the
BA connccted current developments to an impressive history of
coalition building in Malaysian polit

A Tull history of Malaysian political coalitions would have 1o
consider the following: Puters AMCJA, as well as the Alliance during
the last decade of colonial rule; the Socialist Front of the Labour Party
and Parti Rakyat Malaya soon afier Merdeka; the Malaysian Solidarity
Convention prior 1o Singapore's secession; Barisan Nasional in the
first years of NEP; and Gagasan Rakyat Malaysia and Angkatan Per-
paduan Ummah afier the UMNO split in 1987-88. Even without being
subjected 10 any thorough assessment, this record of coalition building
was clearly a chequered one of relative failure in some cases (Putera-
AMCJA, Malaysian Soli y Convention, Gagasan and APU) and
comparative success in others (Alliance, Socialist Front, and the B)
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Against the historical record of these previous coalitions, it may be
Lo carly 10 make a delinitive evaluation of the BA's impact on the
political system. Tentatively, we might be able to say this much: undl
wid-2001, the BA stayed intact as the conduit for Reformas’s con-
tnued ferment that defied repression and rejected UMNO's efforts to
dlivert dissent 10 imtercthwic quarrel. While the BA could not bring
about seriows reform of the political system, it compelled the regime
to establish e 2000 the Surubanjaya Hak Asasi Manusia Nasional
(Subakany, or a National Hunan Rights Commission, even if only a
cobbled one. This was no mean feat and for some time, it appeared
as it the BA could consolidute itself as the alternative front that would
dtaw on a deepening Malay dissidence to force through a more
pluralstic poliics.

On 28 October 2000, for example, over two thousand people from
the BA parties and some NGOs d { outside the K i
detention camp to ¢ ate the b iversary of the
sy arrests of 27 October 1987, and o protest *40 years of the
huternal Security Act. It was the biggest anti-ISA demonstration in
tecent twes, ad the list wme that Malay protestors against the ISA
wutiumbered von-Malay protestors by a wide margin, Afier this, came
the massive Kesas Highway rally of 3 Noveber. Keadilan bad called
for L0OM0" persons” o rally in Shah Al in defence of civil liberties
and the right o peaceful assembly. The police predictably refused to
SIVe a perat for the rally and instead astested several of its suspected
erganzers. Sull thousands and thousands of people - mostly Maay
and "o many o count” according o the tctil reporting of some
Chinese-language newspapess  pastivipated in the rally. The police
diverted the marchers w the Kesas Highway where the protesiors were
Wel With Waler Cannon, e gas, uuice spras, arrests, and beanngs.
Alter such weidents, UNINO politicians, who used to sy that Chinese
Aladaysins could "go back o Chin' and Ladian Malaysians could “go
buck to ludia' whereas the Niduys had nowhere else to g, were tell-
wg “BA and Free Auwar Campaign Nadays' that “if they didn't like
Malaysia, they should leave’! The remark, a rellection of UMNO's
desperauon, would have been as unthinkible before the Bas tormanon
as the idea of w govermment that was not led by UAINOQ.

Lhen, on 29 Novewber, a by-clecuon was callod m Lunas, Kedah
fller the BN wcumbent representative, Joe Fernasdez of the Naday-
sian lndia Cougress, was murdered in 4 case tha, temains unsolved).
A the tine of the by-clecuon, the BN bad: held Lusias for ) vears
and vow bad exacty A twe-thinds majority i the Kedih legaslanve
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assembly. The BA's choice of Saifuddin Nasution ~ who led the
Pemuda UMNO's disruption of the Asia-Pacific Conference on East
Timor 11 in Kuala Lumpur in 1996 - as a Keadilan candidate caused
serious intra-BA disputes. The DAP, which had expected to field a
candidate, almost boycotted the BA ctoral campaign. The Lunas
by-election raised such rancorous issues as “Malay special rights' and
the status of Chinese education that would have cl nly pitted pro-
government *Malay votes’ against pro-opposition ‘Chinese votes’ had
the by-clection been held in the 19805, Astonishingly, an cthnically
mixed electoral revolt against the BN narrowly handed Lunas to the
BA. Tt was the only by-election won by the opposition in the year
followinig November 1999,

The opposition exulted in its unexpected victory. Yet the Lunas
result marked the height of the BA's progress. In April 2001, a plan
for another mammoth protest in conjunction with ‘Black 14, the date
of Anwar's first conviction, was thwarted by the ISA arrests of
seven Keadilan leaders — namely, Abdul Ghani Harun, Badrul Amin
Bahron, N. Gobalakrishnan, Lokman Adam, Mohamad Ezam, Saari
Sungib and Tian Chua - and three activists, that is, Hishamuddin Rais
(a student leader of the 1970s, journalist and film dircctor), Raja Petra
Kamarudin (dircctor of the Free Anwa Campaign) and Badaruddin
Ismail (of Suara Rakyat Malaysia). The threat of large-scale arrests,
after the manner of 27 October 1987, loomed. Suspected members of
aso-called Kumpulan Militan Malaysia (KMM, or Malaysian Militant
Group), allegedly an underground movement of Muslim extremists
bent on a violemt overthrow of the government, were likewise arrested
under the ISA. The regime ignored domestic and international protests
and legal suits against its laest use of detention without trial against
the opposition,

The strain of coping with this wave of repression brought tensions
i the BA 10 4 head. Keadilan was already crippled by the i
tion of its most determined and capable organizers. The remaining
Readilan leaders could only respond with ineflectual protests. The
detentions of the *KMM suspects’ (including the son of Nik Aziz, the
Menteri Besar of Kelantan) drew allegations of Islamic militancy closcr
to PAS. Not only was this a tactic 10 deflect criticisms of the regime’s
use of the ISA, it probably made it less likely for PAS 10 sofien jts
Islamic programme, particularly in Trengganu. In um, the DAP ‘re-
considered” its place in the BA on grounds that PAS's commitment to
an “Islamic state’ contravened the B, Joint Manifesto and could pot
assuage non-Muslim fears. Then came “September 11, Iis global re-
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percussions redefined Malaysian politics significandy. From being
defensive about its use of the ISA, the Mahathir regime now extolled
the legislation as a proven instrument of national sccurity. From being
(symbolically) rebuffed by the Clinton administration over the Anwar
trials, Mahathir now ‘won praise from President Bush’ for his ‘co-
operation in the war on terror’. The USA-led invasion of Afghanistan
in October 2001 made it impossible for PAS not to express its solidarity
with the Taliban regime, which made it convenient for PAS's opponents
to “Talibanize’ the PAS. As there was no practical chance of resuming
any formal DAP-PAS collaboration, the BA was no more, despite the
claims of PAS, Keadilan and PRM to the contrary.

For some time to come, the manifestations of Malaysi.
society — scen as an cthnic division of labour at one historical point,
as social engineering at another, and as an Islamic resurgence at a third

will continue to present any coalition of its political partics with
genuine problems of ideological hete ity, political repr i
and power sharing. Even so, and in spite of past interethnic clashes,
Malaysian socicty may have been saved from the spectre of cthnic
balkanization by the experience of coalition building. As an experience
inspired by a collective intuition that diversity in a plural society must
be more than a virtue, coalition building must go further and recognize
that diversity is a necessity that invents social and political experiments,
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Funston, {2000: 38) observed thus: ‘Formal BA statements reiterated a
o i to the constitutional g of Islam as the religion of
the state, and promoting Islam as a way of life (ad-deen), along with free-
dom of worship for all. They made no mention of an Islamic state, and
indeed Nik Aziz pointed out that this was not even in the PAS consti-
tution it had been removed many years ago and replaced with a
commitment to establishing an Islamic socicty, Separate PAS manifestos
for Kelantan and Trengganu did promise to bun gambling and limit the
sale of alcohol, but party spokesmen went to great lengths to emphasize
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The Coming of the Second Dilemma

But now I reverse my stand. T no longer believe what 1 wrote in The

Malay Dilemma. ... The Malays are not inferior 1o others .. in fact we

are now a model to many other races. They come here to see how
we managed to change our situation and develop our country.

Mabathir Mohamad, quoted in ‘PM: I reverse my stand’,

Business Tomes, 12 May 1997

So what is the new Malay dilemma? Their old dilemma was whether

they should distort the picture a litde in order to help themselves. The

new dilemma s whether they should or should not do away with the

crutches that they have got used to, which in fact they have become
proud of.

Mahathir Mohamad, Specch at the Harvard Club of

Malaysia Dinner, Kuala Lumpur, 29 July 29 2002

On 22 June 2002, some way into his closing speech to the UMNO
General Assembly, an event shown ‘live’ on television, Mahathir
abruptly announced his intention to resign as the party’s president and
from all his positions in the Barisan Nasional. The delegates attending
the Assembly reacted with disbelief. There had neither been any hint
of Mahathir's move nor any indication that he had consulted senior
members of his party, coalition or government over the matter. There
was some commotion as several UMNO leaders, notably Rafidah Aziz
and Hishamuddin Husscin, rushed to the podium to interrupt a tearful
Mahathir and then to usher him to a private conference with party
seniors and elders who reportedly beseeched Mahathir o retract his
decision. Whatever details of his retirement and plans for a political
succession Mahathir might have meant to offer — for he had been
speaking from prepared text — were not revealed. Instead, Abdullah
Badawi emerged from the closed meeting to reassure the Assembly that
Mahathir had agreed not to depart office. Mahathir did not reappear
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before the Assembly. He left quiedy for a scheduled holiday in Europe.
Ata press conference held three days later, UMNO Secretary-General
Khalil Yaakob officially unveiled a compromise arrangement reached
between Mahathir and the party leadership: Mahathir would stay in
office until October 2003. After that Abdullah Badawi would succeed
him. In a matter of months (albeit no shorter than one and a quarter
), therefore, a 22-year *Mahathir era’ would be drawing to a close.
Or would it? We may leave other finer and mostly melodramatic
points of Mahathir's announcement of resignation 10 a future historian’s
proper chronicle of the episode. Suffice it here to note, first, it was
uncharacteristic of Mahathir to set a timetable’ for his retirement, let
alone accept one imposed by others, which was how many obscrvers
perceived the compromise retirement schedule. Mahathir had pointedly
refused 1o set a retirement schedule in the past to avoid his becoming a
lame duck premier. Second, the sixteen-month transition from Mahathir
1o Abdullah Badawi was unusually long in Malaysia’s expericnce of
succession at the prime minister's level, The only comparable duration
of such leadership change was the interregnum from May 1969 1o
September 1970 (coincid ntally sixteen months, also) when Tunku
Abdul Rahman remained as nominal head of government, while ef-
fective political and administrative power had been transferred to the
Tun Abdul Razak-led National Operations Council in the aftermath
of *May 13", Third, although Mahathir had been pressured by Reformasi
and the Malay revolt against UMNO 10 say that the November 1999
general election would be his last, there were many who doubted that
this prime minister, who had outlasted three deputies and stayed in
power more than twenty years, would behave otherwise than *die
with his boots on”. Indeed, at the UMNO General Assembly of 2000,
Mahathir had indircctly but adamantly rejected suggestions he should
resign over UMNO?'s electoral losses when he said, ‘1 have not decided
when I will retire. v, T will keep i ince there are
for me (o be the Prime Minister for three, four more terms, that is 25
ars....”! At the subsequent UMNO General Assembly, Mahathir told
a journalist that, *If you listen to the debate today, there seems to be
quite some support for me. Because of that, I have to find the right
time o step down. And, fourth, Mahathir's timing of his announce-
ment was puzzling, considering the circumstances. The state of the
cconomy, though nowhere as robust as in the mid-1990s, had improved
since 1997-98, thereby making it easier for Mahathir to relinquish
control. But the aftermath of 11 September 2001 was a more difficult
matter. The global repercussions of the attack on the World Trade

secret
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Center and the Pentagon had helped Mahathir scize the initiative in
UMNOs battle against PAS, and, by extension, the rest of the op-
position. The post-September 11 international situation, however, had
brought uncertaintics and complications, the appropriate responses to
which seemed to require Mahathir's staying hand.

For these reasons and possibly others as well, Mahathir’s unfinished
ration at the 2002 Assembly led to much sceptical speculation in
laysia that the resi i Mahathir’s latest sandizvara!

Limits to Personalized Hegemony

Whatever else one might think of the melodrama of 22 June,
UMNO's patent shock at Mahathir’s intended departure, the drawn-
out transition plan, and the suspicions of another sandiwara surely
suggested a certain timidity on the part of Mahathir’s supporters and
opponents alike. One repeatedly heard or read reports that indicated
great incredulity or at least urged caution: October 2003 was a long
way off and Mahathir had not actually departed. Many were unable
to contemplate seriously ‘Malaysia without M: hathir’, even after 22
June?

‘This phenomenon should come as no surprise: after 50 years in
politics and 21 years in power, Mahathir's ability to survive contro-
versies and crises was legendary. His will to power was intimidating.
Hence, it was a rare person — whether within Mahathir’s party, out-
side his circles, or even beyond Malaysiat — who had not reconciled
himsell or herself to Mahathir’s indefinite extension of his tenure,
except if for some reason I should drop dead or become disabled’, in
Mahathir’s own words.” While Mahathir was ‘still around’, it could
seem as though the many crises of Mahathirist politics were h
inconsequential, indeed as if Razaleigh Hamzah's challenge did not
take place, UMNO was never split, Anwar Ibrahim was untouched,
and Reformasi was mere cyber-invention.

Now tis is hegemony.

Mahathir could personalize hegemony because he was a tireless
and thorough ideologue who had no equal among his contemporaries
in formulating a ‘vision’. Out of an assemblage of arguments, ideas
and policies, Mahathir had fashioned a powerful and coherent ‘national
vision” with two enduring qualities. One: while there were alternative
visions of development, say, none had been able to compete with
Mahathir’s in posing fundamental questions, articulating and moulding
a broad range of popular expectations, and finding policy forms to
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manage those expectations. This was as true of the NEP, the for-
mulation of whicl borrowed from The Malay Dilemma, as it was of
Vision 2020 whose proclamation directly expressed the grandest of
Mahathirist ambitions. T'wo: the vision itsell was sufficiently protean
30 that it could adapt 10 crises and ‘respond to challenge’, the latter
phrase being a favourite cliché in the Mahathirist vocabulary. For
example, just when the goals of Vision 2020 appeared to have been
popularly received one decade after their enunciation, but might be
i need of amendment atter the setbacks of 1997-98, Mahathir was
aleeady hinting that:

Our targets have changed and changed radically. The Vision 2020 that
we imagined in 1991 1 not the same as the Vision 2020 we picture today.
Perhaps it will chauge again in the 20 years before the arrival of 2020.
The Malaysian people at all levels must be conscious of this truth in
order to handle targets that are constantly changing ®

Ihe stength of Mahathirist ideology did not derive from a system
of finished ideas, even though Mahathir's writings, speeches and
policies covered an extensive range of subjects. In fact, Paradoxes of
Mahathurism employed the term "Mahathirism’ in order 0 explore the
tension-ridden ideology of a rising multicthnic ruling class that was
consolidating itselt wnder Mahathir's leadership and the rubric of
Malaysia lne. What the ideologue and prime minister could forcefully
project, however, was a worldview that, fraught as it was with
conuradictions, captured the core concerns, varying problems and even
the potential of Malaysian society over almost 30 years. Mahathir
habitually perceived and sought o grapple with the emergent
problems of a rapidly changing world through his own, basically
unadtered, untinted lenses. He was not being coy when he maintained
often enough that while others, wcluding tormer foes, had modified
or abandoned their views 1o join or support him, he remained ‘the
same Mahathic’. To others, though, he appeared o change his
positions continually 1o suit the times. To that degree, the Maha-
thirist vision was compelling because Mahathir's thinking seemed
capable of tenewing iself. Whenever au iuportant isue emerged,
Mahathir would not hesitate 1o respond by painting a ‘big picture’.
Olten the "big picture’ did not supply settled meanings. Rather, as
shown by the exatmples of the “futurism' of the Nultimedia Super
Corridor or the “new imperiatism® of the global money market,
Mahathir's ‘big picture' conveyed a strong polemical point, a
dynamic “feel’, or a refreshing ‘take', thus making it plavsible for
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Mahathir to assert that he was pragmatic, flexible and not worshipful
of any sacred cow.
‘Mahathirism’ has sometimes been used as a loose ipher for Ma-
hathir’s supposedly unique ability to diagnose the social problems of
the day, to foresee challenges ahead of anyone else and to prescribe
solutions in advance of his time. We can glimpse this presumed quality
of Mahathir’s in the transformation of the status of his first and most
important book, The Malay Dilemma, from being the outlandish writ-
ing of an embittered UMNO outcast to the eminent thought of a
victorious prime minister. (No doubt, Mahathir's possession of the
administrative power to lift the ban on his book afier he became prime
minister helped to effect a change in its reception.) Likewise, Mahathir's
ability o project this ability can be gauged from the shifi in ‘inter-
national attitudes’ towards his capital controls of September 1998 -
from a hard rejection 1o a grudging acceptance. In these and other
ices, Mahathir showed that he had the courage of his convictions
to treat his varied and staunch opposition with contempt. In 1986, he
dared 10 *hold the NEP in abeyance’ despite its predictably divisive
impact on UMNO, while in 1998 he adopte pital controls in de-
fiance of the economic orthodoxy of the international money mirket.
On another occasion, Mahathir was alone among Muslim politicians
to object publicly to proposed legislation punishing apostasy in Islam.

Even on the eve of his departure from active politics, Mahathir
would not desist from pointing ‘the way forward’, to use another phrase
he liked, and, if needs be, by stirring up fresh debates and provoking
greater dissent. Mahathir's move 10 overhaul current policies on
language, education and the N allirmative action, many of these
being policies he had helped shape and implement, has already created
controversy. Some might consider such a course of policy reversal 1o
be actless, even ungracious, of an outgoing prime minister who really
should not be saddling his successor with additional burdens, But it
was comprehensibly Mahathir, Although Mabiathir had said he would
not accept any role in government once he departed, he would not
be a lame duck during his remaining time in office. Abdullah Badawi
has promised 1o be a loyal ‘No. 2° until Mahathir left, while other
aspirants to UMNO's top posts were in no position o demur, Tn any
case, while Mahathir's opinions and positions were sometimes bitterly
contested, he had held so much power for so long that, on the domestic
scene at least, bis ideas and policies generally prevailed.

However, it was more than a matter of Mahathir's having things
My Way'. With an unswerving faith in his own judgements, Mahathis
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Beyoid Mahatnir 72
believed hinnell 1o have beew vindicated repeatedly by events and
histary. While Mahathi occasionally spoke as if he disdained popu-
ity or cowred adversity, that racely rang tue for Mahuthir knew
sy o well the worth of populisity uy mass politics. *After our dismal
petioniance wthe 1999 general clection,” he advised UMNO:
We cattion ictaie ourselves from those whom we think do not support
W dsagree with us. We need © koow if they AUPPOEL Us oF not and if
hey widerstand theit stud. U they do ot understand, then @ s our
Veapenibility 0 expluin the real sivanon. Hopetully with the explanaton
s ey will accept e i) ad will sop opposig us
Uliiately Mabathi expecied 1o do 1o les than to demonsirate that
b Bkt vould dibigently put o work the distinguishing quality, the
e e aga, ob @ leades, tad s, “the ability to provide guidance
it s w what yowr people cas do by themselves' ® It was
ftls wonicdes thea, anilst personal reasois or tactical moavations, and
dspuie the heavy denands o1 high otfice, that Mahathir woubled w
WhHe and speak so wuch, He needed W conmunicate nitiatives and
e it e v commuen’* Ouge, when NMahathis was asked “whether
W kadership cousists of being the cimbodunent of the hopes,
v aud wpiauons of vow people’, be replied, “Well, los of people
think ey wie sueh an cabudingnt; L don't really kiow whethes my
APt e e same Y Blis and the people's aspirations wer: 1ot
S the e, inclganng by Nlaiuhis’s inusncrable crsicisss of Malay
apd Mabavsiw tags bt by sought 0 uprose by exhoctations wid
Wsoan. Vhe candons o his teply suggested oL o much. an
kvl boat @ a st retesal w0 pasder o populi scatiicts.
Betweon Mabaty and those he led waa 4 divide thaz had w. be
Witk by e deeply personadized. hegewony of, Mahathirisi.
Hlowenes oue wols by tking Mashathar's discliisnce wy much, at
Aagg vl e dhonghy thag Nedhir, did, non, express. poplag
SpRatan W dorent wans ble did s, but g unusuad masice
Miabiaghinnn e tleohogy of many paits: nutioudisi, capitalisi,
bsss popishsn andh aurboribaiisin Tharg weee coniadicious. o
SR Al i apong e by . Puddos. of Mudulinasi has
Sied e ek BG oven g xears, U cu-existetin of these dilferca
wheological SURROIEI of Neshathain, guined, Mahahit, « wide,
CleL NG ek sy priaigly bidiaaced, apiped gt pugalice. sad
oven oreigu adbonses). here werg Nbahyuhin desotees, of, cougst,
i whom Nsathie Gould do uo siong. But, it way ugt HERGNUY, 10
e overythig whout Nbdrathin 1o back han Wsoue disapgaved, of
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Mahathir’s nationalism, they could find solace i his conumitment 10
capitalism. I some considered his sheill navionalist vefrains 1o be ‘ot
of syne” with globalization, they might adwire instead his futyrist
dedication to technology. Some frowned on his nurture of capitalist
developmentalism and yet they could not deny the nationalist impulses
behind it There were those who hated his politics — meaning the
Anwar allair, for example — but 100k Mahathiv's imposition of capital
controls 1 be a brave refusal o surrender 1o the bullying of the
Washinglon consensus. Others opposed his authoritarian ways but
vallicd around him as a liberal and moderate counterpoint 1o obscy-
Fantist or less tolerant intery ions of Islam. Mahathic’s political
instincts were anti-democratic and his methads were authoritarian in
moments of suess; still, no other Malaysian leader had taken 50 much
uouble and pride in tying 10 engage, influcnce and change a people
by exhortation, motivation and example. One can continue with
observing people halt-disliking Mahathis but finding enough in him
o support. Still, Mahathir did not set out 10 compartnentalize himsell
i these ways. But the sany parts 1o Mahathic's ideology, together
with the ditferent political pessonac he assumed, constituted a medium
that, i a process which may be likened 10 the severse of relraction,
recombined society's diverse expectations and tensions into a powerful
“visiou” It this is not an mappropriate seprescutation, then Mahathir's
puisonalized hegemony might have lain in bis ability 10 appear
wondiously whale, while others fragmented him according to their
putialitis, dreins and fews, and therehy accepted hin.

Fo be sure, this peculiar dynamic of ideological appeal was
denved from Mahatha's person or his personal ability alone. The
dynasnic was mcdisted by o monopoly on the resources and regulation
ol thass commication that promoted oaly ‘positive’ images of Ma-
batis. Simulancaously, his barely contested exercise of stale power
conterted o Lager-than-life satre upon lam. Enjoying these kinds of
advwntages, and buayed by the conjunciion of vegional tiymphalism
and dumestic progress, Mahathar's personalized hegemony scemel
permanent. The sparadic and seanered criticisms of Mahathis that
were amade by opposiven o dissident quarters seareely dented his
appeal. But when East Asia “melied’, Anwar “fell', and the Malays
disupined, masses of people rejected Maliathie ‘whle', hey would
ok see s an embodiment of disting pluses and minuses that one
Cauld Judiciously asess and separately select. In Mahathir they saw
e personification of all that was wrong about i« Nahathir-led UMNO
and a BN-domipated political system. Personalized hegemony had
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and revived by the capital controls of September 1998, only o be
immediately convulsed by Anwar’s persecution and Reformaris revolt,
After November 1999, Mahathir, his regime and UMNO have tried
to tame the revolt and restore the primacy of their project.

Scen from the perspective of these ‘ups and downs’, the desperate
post-1997 politics emanated from the desperate condition of the
project when its 19905’ triumphalism yielded to much foreboding, I
is unnecessary to revisit the international money market’s role in caus-
ing that state of affairs. Still, if the past successes of the nationalist-
capitalist project offered scant assurances about its future, it was
because i ate-sponsored creation of a Malay capitalist class was
wracked by contradi that neither Mahathir nor Mahathirism had
satisfactorily resolved. For quite some time, the NEP-induced social
conllicts had followed foreseeable patterns of interethnic competition.
But as Halim Sallch astutely noted, major contribution to ‘social
acquiescence’ came from the NEP elficacy as a ‘tool to domesticate
and Malaysianize the non-Malays’ in exchange for an expansion of
the Chinese share of the economy.!! There were opportunities as well
for differcnt segments of domestic Chinese capital to adapt to re-
structuring, form joint ventures with influential Malays, and therchy
profit from the high rates of state-led growth. Ironically, for those who
only saw the NEP as an interethnic zero-sum game over targets and
quotas, the protagonists in the dramatic rise of the BCGIC proved to
be less easily ‘domesticated’.

By 1981, when Mahathir became prime minister, the dynamics of
Malay politics, the achievement of the NEP's targets, and the overall
efficacy of the state’s economic policies were dependent on the func-
tional integrity of a Malay ‘party-burcaucracy-class’ axis. U
the dominant party in government, had 1o s pply the political power
to impose the NEP’s agenda. The increasingly Malay-dominated
burcaucracy had to provide the administrative and technocratic
capacity for implementing the NEP | s. An incipient class
of Malay capitalists had to show good performances and results to
vindicate their receipt of state assistance and nurture. However, the
NEP’s plentiful opportunities for rent-seeking practices and ‘instant
wealth’ spawned influential coalitions and alignments of rival centres
of power among the ranks of party, bureaucracy and class. Then the
intra-Malay tensions, initially camouflaged by interethnic disagree-
ments, surfaced with a vengeance. The *party of the Malays’ supplied
the political power vis-a-vis all other partics in and out of government,
but UMNO built itself an enormous business empire into the bargain,
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The *Malay b y" rapidly led to impl and manage

the NEP but its technocrats and administrators came to control and
manage vast economic resources and public enterprises in the name
of ‘Malay trusteeship’. On the other hand, individual capitalists soon
emerged or consolidated within the BCIC who became impatient with
the constraints of ‘Malay trusteeship’. Over time, as the coalitions
formed of party figures, senior bureaucrats and influential capitalists
contended for power, access to resources, and opportunities for private
accumulation of wealth, their agendas could less and less be amicably
subsumed under the NEP. All based their claims on restructuring. Each
pursued its disy interests. Flashpoints of competition and conflict
ed which turned the party-bureaucracy class nexus into an
axis of discord." Arguably the carliest conflict between party and
bureaucracy took place when the NEP's repudiation of laissez faire
capitalism shifted power to Tun Razak’s coteric of ‘young Turks’ from
UMNO's ‘old guard’ who were not thought to possess ‘the *vision
and technocratic skills to carry through the restructuring of society’.!®
After Razak died in January 1976, the UMNO ‘old guard’ struck
back at Razak’s protégés by instigating a witch-hunt for ‘communists’
within UMNO. By the time of Anwar’s fall, the clearest political
manifestation of this trend of intra-Malay conflict was the factionalism
that haunted UMNO.

When the first decade of the NEP bounty reached a limit in the
slow growth of 1982-84 and the recession of 1985-86, and, later, when
the high growth of the 19905 ended in July 1997, the Malay party,
bureaucracy and class suffered declining fortunes in turn. The first to
lose ground were the bureaucrats who controlled the proliferating
public enterprises and “off’ budget agencies’ of the 1970s and carly
1980s. In the name of civil service reforms, privatization, and struc-
tural adjustment, Mahathir, with Musa Hitam initially, and then with
Daim Zainuddin, disciplined the bureaucracy and its unprofitable
public enterprises. To this day, the bureaucracy has not recovered its
carly NEP pre-cminence. It is a junior partner of Malaysia Inc. who
remains burdened with criticisms of incfficiency. The big Malay busi-
nesses, and ally the UMNO-¢ d { prospered
under Malaysia Inc. but their captains and helmsmen were the next
to suffer. July 1997 sent most of them into insolvency while their rescue
by the measures of September 1998 and after have stigmatized them
as cronies or worse, Finally, came UMNO's turn. The party dominated
the government, monopolized policy-making and created a sprawling
business empire. C h an ic recession threat-
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ened all rival BCIC coalitions, UMNO could not esca pe being the
principal arena of intra-Malay conflict. The 1985-86 recession pre-
ceded UMNOs split. The 1997-98 crisis precipitated Anwar's expul-
sion. In short, the deepest and most unstable faultline of Mahathirist
politics was an intra-Malay divide that was not directly related to
UMNO's programmatic or doctrinal differences with PAS. Post-1997
politics was just the harshest confirmation that this divide among the
Malay clites, rooted in the NEP and Mahathirist political cconomy,
would persist as long as the party-burcaucracy-class axis served as the
virtual clearinghouse for state contracts and projects, and as a rapid
transit to fabulous wealth for those who rode it sucee ully.

Mahathir, with his intimate ties to all three ‘partners’ in the axis,
could not have remained aloof from this axis of discord even if he
had wanted to. At his clearest and most powerful, Mahathir could not
secure the integrity of this Malay party-burcaucra ass axis for
other reasons of political economy. Afier July 1997, the voices of the
international money market and the Washington consensus pre-
scribed radical pro-market reforms as the antidote to crony capitalism,
patronag king, the lack of transparency and the absence of
‘good governance’ in East Asia. There is no need to overlook criti-
cisms of East Asian regimes that harmed popular welfare and not
just forcign investors' profit-maximising expectations. The real issuc,
however, w
together capitalism’s bastards who could only be legitimized by nco-
liberal free-market adoption. In Malaysia, the post-colonial record of
socio-economic achievement could not be credited to any ‘free market’.
If there had been a colonial ‘free market’, it did not prevent the state
then from conducting its plunder, producing its own cronies, and
remaining far less responsive to social restructuring cither of an ethnic
or class nature. The true riddle of the NEP and Mahathirist political
cconomy, to use Peter Scarle’s formulation, was whether the state’s
‘incubation” of ‘indigenous entrepreneurs’ could produce ‘real capital-
ists” who would foreswear their ‘unorthodox origins’.!

-arle offered a typology bling a “stages of develoy
capitalists’ model) that depicted Malay capitalism as *a complex amal-
gam of state, party and private capital’ having a variety of human
forms: figurchead capitalists, exccutive-professional directors, exccutive-
trustee directors, fi £ pitalists, b -turned-busines:
men, state managers-turncd 1S, politici ned-b
UMNO’s proxy capil

sia Inc.’, as it were, had gathered

of

alists-turned businessmen, UMNO’s proxy
capitalists-turned-corporate captains, rentiers, transitional entrepre-
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neurs and private capitalists, Was it plausible that some of them
would emerge from ‘the cocoon of state/UMNO-supported patronage
networks and rent-seeking activity' as ‘real capitalists’ bearing the
credentials of ind lence, d ism and resilience alien to habitual
uly 1997 optimism, Searle imagined so. With

rent-scckers? With pre-J
so much at stake, Mahathir had to believe so, Even then, Mahathir,
surely, would have known that in social engineering, incubation was
no guarantee of birth, let alone many, many births without defects,
With his realism, Mahathir did not expect most, let alone all, of the
entries in Searle’s typology to bear the standard of his own Melayu Baru
aspirations. One could see that from Mahathir’s constant criticisms of
unproductive Malay rentsecking practices — ‘Ali Baba® arrangements,
unwillingness to learn or manage business in determined ways, frequent
sale of projects followed by demands for more contracts, ad nauseam.
However, that was not enough to disown the East Asian developmental
state’s formula of having ‘strong coordination between government
and business’, as Mahathir in fact lectured the Japanese on how ‘going
western” would not solve the problems of a r ionary Jap
economy. " As long as corruption in the system did not lead to sheer
predation, as it did in other countries, Mahathir could maintain that
‘development is our monument’,

Meanwhile, Mahathir's decepest hopes lay in picking global winners,
of South Korcan or Japanese stature, for international competition.
There the problems were more daunting, After 22 years of Mahathirist
policies, the cconomy may roughly be divided into three sections, One
privileged section is made up of manufacturing multinational cor-
porations (MNCs) that dominate the export-oriented industrial sector.
They have been offered or demanded and received all kinds of incen-
tives that are never stigmatized as market-distorting ‘subsidics’ by
cconomic experts or the media. For the MNCs, global competitiveness
is decisive. Another large section comprises small and medium-scale
enterprises (SMEs). Most of the SMEs are oriented towards the
domestic market although some have become successful subcontractors
to the foreign MNCs. Malay-owned SME:s, still dependent on state
patronage and protection, make up a politically significant component
of this section. A larger component is more resilient and not reliant
on the state, but, being largely Chinesc-owned, it is politically much
less influential. The third section comprises Malay, non-Malay, and
‘interethnic’ congl, - These are corporate entities congregating
in banking, resource exploitation, plantations, construction, real estate,
gaming, tourism, transport, utilitics and serviees, and selected import-

ese
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substituting industries. They dominate these domestic sectors where
state patronage, protection and regulation make the difference
between success and failure. Mahathir had radically departed from
carly NEP policics by spurning the burcaucracy in favour of creating
such conglomerates after the South Korean experience of *picking
winners' to spearhead a global drive. Mahathir had hoped that these
conglomerates would mature into world-class corporations. For a
briel period, during the heyday of the ‘East A
conglomerates looked as if they would mature as some of them ven-
tured to be the foreign investors for ¢
Malaysia’s. Since then, Malaysia Inc.'s corporate imitations of the
Japanese zaibatsu and the South Korean dhaebol have not proven their
ability or willingness to free themselves from a chronic dependence on
state assistance. Thus, the conglomerate sector, once the site of intense
contention under the NEP, remains insccure. This may be variously
deduced from the state tive 1 ionalization of the Malay
Alrlines System, Indah Water Konsortium, PUTRA and STAR (when
these large privatized projects failed); the decline in the stature if not
fortunes of such figures as Tajudin Ramli and Halim Saad, and the
puzzling resignation of Daim Zainuddin as Finance Minister in 2001;
and Mahathir’s brief attack on the ‘rich’ in UMNO in 2001 which
did not herald a sweeping separation of business and politics within
the ruling party but pointed to the persistence of “money politics’.
One might now predict that the 1997-98 Mahathir-Anwar skirmishes
over the most effective solutions to the threatened collapse of promi-
nent Malay corporations will reverberate in the future and haunt the
conglomerates whose vulnerability to the “challenges of globalization’
is palpable.

But if Mahathir had not picked the right winners, he still had to
rightful place’ for the conglomerates in the division of power
between the state, foreign capital and domestic capital. Such a t
partite nce of power had underpinned political economy since
independence. It was Mahathir's intuitive and obdurate defence of a
hard won foothold for Malay capital, and, arguably, more than that
for the new Ma n capital, that led him to erect the ‘economic
shield" of capital controls and reflation. Behind that shield, Danaharta,
Danamodal and the Corporate Debt Restructuring Committee tended
to the specific problems of ailing companics and the banking system.
Following the disaster in Indonesia which discredited IMF intervention,
afier the international mainstream media’s indiscreet *pro-reform’ push
s implicated in Anwar's fall, and faced with fears of PAS's rise to

1 miracle’, the

ronomies le:

developed than
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power, the money market finally appreciated Mahathir’s effort to
maintain the basis of stability in Malaysian political cconomy. Hence
the market's rapproch with Mahathir's post-September 1998
capital controls and reflationary measures in time for the November
1999 clection.

In that sense, late Mahathirism triumphed to the extent that it
was able to keep that tripartite balance of power intact after the
post-1997-98 cconomic and political turmoil, But Just as Malaysia
Inc. no longer contained an impetus towards capitalist rationaliza-
tion and reform, so late Mahathirism had no further vision to offer
beyond that.

Rumours of an Islamic State

There were other dissenting visions, not restricted to political
economy, that had dramatically come to light in Reformasi, the Malay
voting patterns of 1999 and PAS’s electoral gains. In manifold, creative
and spontancous forms, various populist and democratic notions of
government, which were opposed to clitist and statist discourses, had
emerged in Reformasi. Despite the BA’s electoral limitations, these visions
continued to have a life of their own in civil society, most of all via
alternative media and internet publications, of which the most endur-
ing and successful were PAS's harakakdaily and the independent online

paper, malaysiakini. Depending on one’s view of what Reformasi
represented, one may or may not now pronounce Reformasi ‘lost’ or
“dead”.'* But there was no denying that Reformasi’s powerful burst of
popular consciousness and the demands it made for moral and cultural
dimensions to governance had rudely overturned elitist expectations
of the obedience of civil society and the regime’s assumption of Malay
fealty. O, as Mahathir had to admit to UMNO, ‘people whom we
used to dircct and [who would] follow the directive are now not
adhering t0 our directive’.!” That obedience to the regime had to be
administratively restored by an order to all civil servants and univer-
sity students to sign the Ahgani — a ‘promise of loyalty’ to the ‘govern-
ment of the day’ — was a sure sign of ‘a new politics for UMNO
where we can no longer ask people and hope they will carry out the
task for us’.'*

Thus, there was another intra-Malay divide apart from the axis of
discord. In this divide, along with Reformasi’s ideal of a ‘vibrant and
pluralistic democratic culture’, there was ‘PAS-Islam’ which contested
not just Mahathir’s ‘Vision-Islam’ but UMNO’s continued rule. It was
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to the problems of this intra-Malay divide, as captured by UMNO-
PAS rivalry, that Mahathir referred when he spoke at the Harvard
Club of Malaysia Dinner in Kuala Lumpur on 29 July 2002. Invited
cak on the “Malay dilemma’, he ok the opportunity to remind
s audience not to overlook another kind of dilemma:

The dilemma that the Malays and the people of Malaysia face is whether

we should, in the name of democracy, allow the country to be destroyed

or we ensure that people are not subjected to manipulations to the point

where they will use democracy o destroy democracy. !
Many times before, Mahathir had issued such general warning against
the “excesses” of democracy. This time his point was unmistakably
dirccted at PAS and at the prospect of PAS's coming to power. The
prospect is typically raised as a future scenario of a political system
based on an “Islamic state’ that s politically governed by PAS, shaped
by a leadership of the ulama, and administered under ‘divine law’. And
this scenario, prompted by the scare of UMNO's decline in November
1999, has been accentuated by the shock of 11 September 2001,

On the face of things, the prospects for such a scenario are simply
dim. An ‘Islamic state’ hoisted by a democratic lly elected PAS-
dominated federal government will not come to pass in the foreseeable
future. Considered in any evaluation of politics as politics, and not as
a refle: reaction to premature prophecies of religious extremism,
PAS’s rise in 1999 has already indicated the limits of its advance.
Moreover, PAS does not po: the resources to overcome an ex
tensive range of problems and obstacles. Its effective electoral base is
narrow and confined. Its best electoral performance still left it far
behind UMNO, despite the latter's wounded state. PAS's electoral
gains, after an almost unrclieved history of setbacks between 1959
and 1990, were made possible by the unique window of political
opportunity in 1998-99 that has since been drawing to a close with
the regime’s repression and the BA's demise. PAS’s claim to command
a majority of Malay-Muslim voters — a claim based on a split wnmak

can be politically convincing to a multireligious electorate in one of
two ways. One way is for PAS to win a decisive majority of Malay-
Muslim supporters in subscquent elections such that UMNO's claim
to being the ‘party of the Malays is completely discredited. But PAS
itself faces staunch opposition from the of the Malay-Musli
population that PAS and its religious allies sometimes denounce as
‘sccularists”. The other way is for PAS to s
Malay or non-Muslim alliance through a viable *second coalition’. Here
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PAS'’s hopes of doing so were seriously dashed by DAP’s abandonment
of the BA. That alone confirmed, after ‘September 11" if not before,
that PAS would confront a solid non-Muslim rejection in a polity where
‘minority politics’ is not at all marginal to the outcome of UMNO-
PAS electoral competition. In power terms, UMNO remains dominant
and is only too willing to exercise its immense control of the state to
forestall any extension of PAS's influence. Despite UMNO’s inability
to force a quick return of alienated Malay-Muslim voters to UMNO
(up to 2001), PAS has been forced on to defensive terrain, as was
indicated by the loss of the parliamentary scat of Pendang - and the
very narrow retention of the state assembly seat of Anak Bukit — in
the by-clections held after the death of former PAS president, Fadzil
Noor. The regime has revealed its determination to undermine PAS’s
ition by a varicty of measures, including the denial of resources,

tion of wider ideological opposition to the ulama, and repres-
sion against PAS leaders and allics. In the Election Commission’s latest
exercise of creating new or re-delineating existing electoral constitu-
encics, Kelantan and Trengganu are the only states left without any
additional parliamentary seat. Before the next general election, PAS’s
strategic priority has become the maintenance of its present position
rather than advance.

And yet, there are ways by which, not PAS, but UMNO-BN could
undermine constitutional government to the point that popular sup-
port abandons the shell of a secular system for the promise of an
‘Islamic state’. Hadi Awang, the man widely regarded as PAS’s most
radical leader, stated before the 1999 election that PAS had peacefully
accepted defeat in nine general elections. Hadi Awang then asked
whether UMNO would know how to accept a single defeat! The
question was not rhetorical. In the full range of its electoral experience
since 1959, PAS had c lled Kelantan and Trengg reached
accommodations with UMNO after 1969, made errors during its BN
days, forced to retreat in its 1980s’ radical phase, recovered in the
1990, and only retrieved its past fortune in 1999, In his balanced
review of the potential and real convergences between Islam and
democracy, Syed Ahmad Hussein considered PAS's electoral commit-
ment and advocacy of its Islamic programme within the ambit of
democratic practices to be unmatched by *‘Islamic partics’ clsewhere
in the world.** A non-partisan analyst would say that PAS’s record of
lawful participation in democratic politics was all the more remarkable
for PAS's having had to suffer the disadvantages and harassments to
which all Malaysian opposition parties are subjected.
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Yet the same analyst would note that the suspicion dies hared thiat
PAS in power would seize the fint opportunity 1o vse ‘desnocrasy 10
destroy democracy’. Such is the extent of the fear of an ‘Ilamic stan’
among non-Muslims and ‘non-PAS Muslinn' that, conversely, i

readily asumed - or else merely accepted — that UMNO “plays by
the rules’. At least half the Malay-Muslio electorate, though, regasded

the events of 1998-2000 as evids that the regimie has scant respect
for the principles and practice of constitutional governsment. I wo cases
illustrate the point more forcefully than any theological or juris-
prudential disquisiti One: it was amony many Ml
that Anwar Ibrahim would never have been convicted in a panah
court. Anwar’s two convictions and total prison sentence of fiftern
vears have not persuaded many that he was the perpetrator of an
obstruction of justice, and acts of sodomy. On the contrary, Anwar's
legal defeats, including the dismissal of cvery one of his appeals 1o
date, leave him regarded as the victim of the worst miscarriage of
justice committed under the regime’s rule by law, by secular law. Two:
the federal government and Petronas abjured the laws of contract by
denying the Hadi Awang government the oil revenues that were paid
10 BN-led Terenggau governments for 25 years. In a single insance,
UMNO gave the lic to any claim lhr ngmn- and its supporters mght
miake of the superionity of i | government embedded m the
rule of law, of man-made law, as PAS would retort.

There was a time, during the carly Mahathir regime, when Maha-
thir responded to the ‘call of Islam’ with the confidence that marked
his reformist drive. He boldly fashioned “Vision Islam’ as a relatnely
coherent ‘moderate’, ‘modernist’ and “secular’ ideological and practical
alternative 0 "PAS Islam’, or the appeal of certain “deviationist” groups
such as Al Arqam. Then Mahathir atempted to integrate lslamic
vitlues with Malay nationalist impulses and an East Asan work ethic,
o advance and yet control the end of greater religiosiny m public
lite. While PAS and other Islamic groups expressed their scepticism
towards the validity of Viston Islan, Mahathur's coopranon of Anwar
Ibrabim (and lus ABIM allies who entered UMNO, 1) resuhied m
substantial support tor the regime’s policies and wstiaions of lsdam-
ization. With Aiswar's all and PAN's suppoit of Anwars cause, all
that s left of Mahadie's Tsham, o dissident Islamie opinion, s an
nstrumentalist, not 1 say, “seculanst’ deployment of selecive “Tslamic
vatlues”. On 29 September 2000, Nabathie clamied thar Malaysia was
an Dslamic staes Mahathin's clam had jo peniasive esonance; it
merely evoked aequivocal suppoit o the BN on-Malay parsies,
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i atrong opposition from the DAP, and a scornful dismissal by PA!
Nine monthy later, at the 2002 UMNO General Assembly, Mahathir
explained that

When we stated that Malaysia is a Muslim nation, the reasan was because
we want the matter not to be made a political issue, which ¢  split the

laysia. We stated this because all the conditions for a
Mulin state according to the teachings of Idam are found in Malaysia #!

AMahathi
as il thes

ge of ‘Muslim nation’, *Muslim state’ and ‘Islamic state’,
re interchangeable terms within “il
e

e debate on the Islamic
ly confirmed that in crisis, ‘Vision Islam’, like other
clements of late Mahathirism, had lost its discursive clarity, 10 say
nothing of shedding its ideological power.

In what other ways might ‘p

nation’,

cal’ Islam be persuasive, by default
as it were? Although it is hazardous to predict, three factors, them-
selves conting on certain develoy are worthy of considera-
tion. First, there is the vulnerability of the Melayw Baru who have for
more than a decade been proclaimed (o be the NEIs success story
and hence paraded as Mahathirist role models, Well might Mabathir
now denounce ‘the creation of the devil' that portrays ‘the new Malays
as drunkards, womanizers and gamblers’, whercas, for him, 'the new
Malays are those who hold strongly o Islam and practise noble values
such as discipline’* There remains an unbridgeable gulf het
extravagance of the Melayu Baru clite — which was Hlaunted before the
July 1997 crisis, and flayed during Reformasi — and PAS's mode of
stmple living. The regime forced cconomic and financial austerily upon
Kelantan and Trengganu, but for over a decade PAS Supportens in
Kelantan have womn austerity as a symbol of resistance, For much
longer than a decade, PAS supporters have complained of systematic
discrimination in the allocation of cconomic and social benefits by the
mie, the state burcaucracy, and UMNO., And unrealistic though it
may be as an answer W the problems of contemporary politcal
ceonomy, the simple living tat approximiates *Iikun ws a wity of life’
may be atractive, in times of cconomic hardship, s a morally prefer-
able, religiously ennobled, and politically cquitalle waty of dealing with
privations. Sccond, if or when the Malay pasty-hurcaucriy-cliss axis
exponicnces further fractures, the splits will channel dissent along the
L of the wost well organized opposinon — PAS aid o one else at
present. u 199899, the disatlecud UMNO supportess who joued PAS
out of bardnosed political culeulations were conreot: not Keadilan or
PRM but PAS sould iflict the greatest damiage on UMNO. No doubn
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such developments can be temporarily checked by draconian measures
but habitual and intensificd repression would take politics into a much
more dangerous spiral,

There is, finally, an almost imponderable factor. One might think
s the internationalization of PAS’s predicament. It is related 1o
the condition of the global ummah under the USA’s war of terror
against radical Muslims, against recalcitrant Muslim
Islam 10 all intents and purposes. In spite of its internal div
and internecine wars, the ‘world of Islam’ is unlike any other relatively
distinctive international community found in recent times, The global
ummah inhabits a horrifying topography of suffering, ravage and
angst. Every conceivable form of political upheaval has been found:
the Palestinian nfifadas, the siege of Sarajevo, the sccessionist cam-
paigns in Jammu and Kashmir, and Chechnya, the state terror in
Algeria, the invasions of Afghanistan, sectarian violence in Maluku,
pogroms in India, and, most recently, the war on Iraq. Overall, un-
ending cycles of war, massacres and martyrdom have engulfed Mus-
lims supporting or opposing organizations such as Hamas, Hezbollah,
Islamic Jihad, Taliban, Groupe Islamique Armée, and Al Qacdah.
Karen Armstrong convincingly
characteristically responded to crises and threats not by
theological innovations but by searching for political solutions that
would build a just ‘Islamic state’.2* Should the socio-political conditions
of the global ummah deteriorate — almost a foregone conclusion for the
critical centres of Palestine, Chechnya, Kashmir, Iraq, and in much
of the rest of the Middle East — is there reason to believe that their
repercussions will not encourage more people within the Malaysian
segment of the ummah to interpret the world in stark Islamic terms
that precludes a compromise with ‘secularism' In the 1970s, political
developments outside Malaysia but in the world of Islam, including
the revolution in Iran, had partly inspired the present PAS leaders to
redirect the party's programme from its earlier Malay nationalist
stance o a stricter Islamic orientation. Among those PAS leaders were
Hadi Awang and Nik Aziz who studied in Saudi Arabia and India
respectively. So it happenced, too, with an NEP generation of foreign-
educated, western-trained and technology-empowered Malay-Musli
professionals and technocrats, not to say other students studying or
sojourning in non-western or Muslim countries. So it will happen again
with many who belong to the younger generation, and whose formative
political experiences are Anwar's fall and Reformasi within the country,
and, outside Malaysia, September 11 and the wars against Afghanistan

ol

s, and agamst

ness

uggests that the Muslim ummah
advancing
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and Iraq. The less political of them help to form the membership and
provide the leadership of a range of Islamic non-governmental organi-
zations. The more political among them have been drawn to PAS's
politico-juridical programme, organization and quest for electoral in-
fluence if not success. As to the most extreme of them, litte is known,
properly speaking, since the arrests of purported Islamic militants
under the Internal Security Act are, by their nature, sccretive, alarmist
and frequently self-serving. Some ISA detainees were alleged to have
had links to Afghanistan-based ‘extremists’ but in the 1980s, the
Malaysian government gave aid to the same ‘freedom fighters’ resisting
the Soviet occupation of Afghanistan.

One year before ‘September 117, given its residual uncase with
Mahathir, UMNOs loss of legitimacy among Malay voters, and
Anwar's imprisonment, The Asian Wall Street Journal could suggest that

3

PAS will nced to develop a more inclusive ideology and approach if it is
1o provide leadership for the combi ition and broaden its base.
While PAS cannot be expected to jeopardise its fidelity to Islam, it must
mave away from the goal of an Islamic state, which disturbs many Malays
as well as others. 2

Alier ‘September 1%, not the least of PAS's worries must be the ‘new
imperialist” hostility of foreign powers towards ‘political’, ‘radical’ or
‘fundamentalist’ Islam. Inasmuch as any of these labels of ‘terror’ fits
— or can be used 1o fit — PAS’s Islam in contradistinction to UMNO’s
‘moderation’, it is improbable that the USA, primarily, would idly
wattch a PAS accession to power via constitutional means. It would be
a myopic PAS leadership that has not noticed how quickly post-
“September 11" USA lost its diplomatic interest in Anwar’s fate as the
Mahathir regime, to use the international media’s disingenuous phrasc,
‘won praise from President Bush” for the regime’s ‘cooperation’ in the
‘global war on terror’ to the extent of agrecing to establish a regional
anti-terrorist centre in Malaysia.

It is one thing for Mahathir, with a measure of political realism
and informed diplomacy, to oppose the USA-led wars against Af-
ghanistan and Iraq, and to call for the substantial redress of the ‘root
causes’ of political extremism among the global wnmak: “The only
thing that will stop their terrorism is the removal of the cause or causes
of their struggle. It is something elsc to expect Mahathir to address
the ‘root causes’ of homegrown Islamic dissent: “The enmity towards
UMNO by some Malays is duc to the influence of PAS causing extreme
hatred, hatred which was sown from childhood, until it becomes part
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of the culture of these people.”” Neither Mahathir nor UMNO has
come close to answering, with rationality and self-criticism, the central
question, ‘Why do they hate us?’, any more than the USA’s rulers could
in the wake of ‘September 11, Listening only to Mahathir's side of
the argument in his Harvard Club speech, one may forget that across
the world the standard way of ‘using democracy 1o destroy democracy’
is for an elecied government to turn authoritarian and crush lawful
dissent ruthlessly. The recognition and the defiance of the tendency
towards authoritarianism supplied the hidden text of Reformasi’s cyber-
references o Mahazalim, and of the BA's significance generally. Focusing
on PAS’s ascent, one may be tempted to share a view of Mabhathi
astrong leader whose stern hand was necessary (o maintain the stability
of the political system. Certainly someone will note that Mabhathir has
not been a brutal ruler by “Third World standards’, or, 10 avoid double
standards, when judged against the conduct of the Makafirauns of the
‘First World who impose imperial rule with unspeakable violence.

Mahathir has been a conservative law-and-order politician who so
treasured stability, while pursuing his historic mission, that he was
wont to consider any challenge to his leaders hip or regime as fore-
shadowing anarchy. The irony was, Mahathir caused, catalyzed or was
party to the principal episodes of instability that had developed in
UMNO, the Malay community and Malaysian socicty since he came
1o power.

Mahathir's Final Dilemma

The reasons for that were complex, but two points suggest
themselves. First, the past 22 years were not a period of Mahathir-
guaranteed calm. They were a time of far-reaching socio-cconomic
transformation punctuated by political instability. To appreciate the
point, one has just (o recall that under Mahathir's premiership there
were UMNO's eruptions; the constitutional crises pitting the execu-
¢ and legislature against the royalty; the executive’s assault on
the judiciary; the major incidences of detentions under the Internal
Sccurity Act; and Reformasi. Sccond, one might look back upon these
cases of ‘instability’ — mild by the scale of violent upheaval elsewhere
— as crises of Mahathirist politics. The politics was grounded in the

2P’ profound restructuring of Malay socicty that accelerated during
the Mahathir cra. In that light, and except for the interethnic tensions
preceding the mass arrests of 27 October 1987, the definitive crises
involved *Malay politics’.
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For that reason, Mahathir has been unsurprisingly engrossed with
the problems of the Malay ity, arguably far more than he had
been during the halcyon days before July 1997. But, here, nothing is
more surprising than that Mahathir’s re-examination of post-1997
political cconomy, and of the Malay revolt of the past few years, has
led him to end his carcer practically where he had begun: by resur-
recting the *Malay dilemma’ — only this time, he speaks and warns of
a ‘second Malay dilemma’.?*

What could Mahathir have meant? To begin with, he evidently
thought that the Malays were already regressing, and as usual, he
thought it his duty to reprimand them because too many among them
seemed ignorant of the fact:

Maybe we think that Malaysia will definitely be forever independent and
the Malays will definitely be in power and the country will be wealthy.
Maybe we believe that we can enter the new century and millennium
with our country’s condition unchanged, with us being independent and
sovereign.

But the former colonizers have already planned to re-colonize us. This
time a different method will be used to occupy our country. This method
is known as globalization and a borderless world.?

Mahathir had not lately joined the popular worldwide anti-globaliza-
tion movement. Rather his attitude to the ‘borderless world™ had lost
its pre-1997 sense of a balance between global opportunity and threat
that was implicit in the ptualization of the Multimedia Super
Corridor. But, as usual, when Mahathir wanted to fend off an external
menace he would target the internal weaknesses that one had still o
come. In one of his favourite ‘big pictures’, Mahathir remarked

The Malays have only emerged over [44] years as a race with a modern
civilization. In that time, a dignified and respected race has been forged
and raised. But it hasn't matured yet, hasn't reached its possible peak. Un-
fortunately there are already signs that this young and fragile civilization
will decline rapidly. 30

It was a peculiar crror to conflate political independence and ‘modern
civilization’, but Mahathir intended to jolt any Malay who might have
complacently overlooked that 44 years of independence were a mere
blip ‘compared with the period of 450 years when this country was
colonized by several forcign powers’.? Fundamentally what irritated
Mahathir was a sceming Malay penchant for illusions about the lasting
security of their political power: ‘If we talk about Malay supremacy,
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and we love 1o talk about it, have we become “masters” merely be-
cause we are no longer colonized? Even if we are called “master”, a
ter who lives like a beggar is no master. ' Or, in one of those self-
llating questions that irked a lot of Malays, Mahathir asked, ‘If
k on fsic) Malay supremacy but polish other people’s shoes, what
is the point®** His point was:

We cannot truly become masters just because we want 1o be masters, If
we wish to be masters, we must possess definite abilities. We must be
knowledgeable, competent, successful in life’s competition, and own ap-
propriate assets of wealth. For this an effort must he made. %

But after 30 years of the NEP, NDP and V. ion 2020, what effort was
required and of whom was it required? For Mahathir, the ultimate
effort was to learn — (useful) knowledge, the ways of busine
of history, importance of discipline, substance of Islam, mastery of
English, and, above all, the reasons for ‘our failures’. To take an ex-
ample that reminded Mahathir of a painful past, if shops were not to
mean ‘the ubiquitous Chinese shops’, then the M alays had to enter
and learn the difficult business of retailing, which required them to
adjust their culture to their customers, and not limit thems
their market to Malays alone,% Mal / entrepreneurs, too, should start
small and expand slowly, ‘make an assessment of the nselves and
ensure that they have the financial means, know-how and efficient
management skills before venturing into big businesses’ as ‘otherwise
they will not only face a lot of problems running their business but
they will eventually be forced to close down their businesses’. % The
Malays also had to appreciate that ‘cultural differences between the
Chinese and the Malays’ made the latter cager ‘to get rich quick’ by
selling their ‘shares, licences, permits, timber concessions and whatnot'
while “other people must bear the cost of buying the concessions, [but]
they can still profit and succeed’.’
Mahathir reserved his sternest reprimand for two groups of people
Malay students, and Malay-Muslims who focused on the ‘forms’, not
the ‘substance”’, of Islam. Having benefited from the government’s edu-
cational policies and programmes of assistance, the Malays scemed not
to notice that

lessons

Ives and

Chinese culture gready sresses a demand for knowledge to the point that
they [Chincse students] and their parents eamestly focus on the learning
of knowledge by their children. Many of tiem sacrifice a big portion of
their income to support their children’s education. There are Malay
parents who do the same but not many.
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Neither did the Malays seem overly concerned that ‘the performance
of Malay students at the universities is not that good,*® for which
excuses were unaceeptable:

I we say that the education system is at fault and we need to correct it,
it is the same system followed by the Chinese, so how can the Chinese
students do so well?

If we say the teachers are no good, they are the same ones who teach
Chinese students. The medium of instruction, too, is in Bahasa Malaysia,
s0 why can't we Malays excel?#

Exempting from criticism the ‘more responsible’ Malay female students
who ‘do not loiter around',* Mahathir was certain the Malay (malc)
university students ‘did not dedicate all their time and effort to learn-
ing knowledge'** Hence, he asked, ‘When will male Malay students
realise their responsibility towards their race, religion and country? Do
they think socicty must support them all the time?™ In mock ignorance,
Mahathir inquired:

Where have the bunipuera male students gone 10? Are they not interested
in education? Or are their qualifications (1o enter university) 0o low?

Do the guys think the women will work to support them? Do they
think that in the future if they do not have money, they can marry an
educated woman and depend on her financially?

Is this the kind of men we will have in the next generation?™

Evidently, what invited such harsh comment was not just the lack of
leaming among Malay male students, but that too many Ma 1y male
students had ‘involve[d] themselves in other activities, ™ meaning pre-
sumably that a critical segment of the future gencration had rallied
to the present opposition.

Mahathir had no patience cither with those who thought that ‘Islam
wats for wearing” rather than “for practising’. His own attitude towards
any preoccupation with ‘form’ rather than the ‘substance’ of Islamic
teaching was defined a long time ba

I can still remember when T was small there was a heated debate on
whether or not electric lights can be installed in mosques. It is haram to
use clecuric lights. Corpses must be carried by people and not by ve-
hicles with engines because engines are for the infidels, said the people
of Kedah 4

Likewise he was dismissive of those who were inclined to imitate
clements of an Arab culture they believed to be superior because of
its associations with the origins of Islam: ‘Muslims are asked to foster
brotherhood’, observed Mahathir, but ‘in the Arab world ... they are



Beyond Mahathir 192

often at war with each other’." In his exasperation with Malay or
Muslim neglect of di ipline, Mahathir abandoned his usual reluctance
to eriticize other (non-western) socicties and exclaimed:

look at the Arabs. They have no timing at all and have no respeet for
time. That is why if they fight with the Jews and plan for their attack at
Yam, they would actually atack at 10am, some at 1lam and at noon,
Some even postponed the attack 10 the next day. How
There was no discipline

they win?
therefore, they often lose. ¥

Further examples of these lines of Mahathir's thinking would
provide updates to contemporary developments but the general point
was evident from Mahathir’s arguments in 7ke Malay Dilemma and
The Challenge."” Anxious as ever to secure the survival of the Malays,
Mahathir was prepared 1o see the end of Malayness, where others
might have wanted to preserve it — in linguistic or educational or even
religious ways.

Sometimes Mahathir required a return to history to justify a depar-
wre from prescnt policy. When Mahathir wanted 1o reinstate English-
language schools afier three decades of M. ay-medium education, he
recalled, partly from his knowledge of his Father's atempis to persuade
Malay parcnts 1o let their children swudy in the Government English
School, the first English-medium school in Kedah: “While the Chines
and Indians pursued education in English schools, the Malays rejected
English schools because they were afraid of being Christianized,
Hence the Malays became weaker and poorer.”™ Mahathir's plan for
reintroducing English schools was not 1o be: UMNO's Supreme
Council turned it down in May 2002 in favour of a weak compromise,
namely, the teaching of Science and Mathematics in English. Some-
times Mahathir negotiated between present and future in trying to ward
ofl’ the “terror of history" as when he pleaded that ‘mastering English
will not make us any less Malay or Islamic’s

English is a universal lingus
not be able 1o rea

If we do not learn the language, we will
d and if we want o wait for the translation [into the
Malay language], it will take time.

Let us not, due to this narrow perspective towards the Malay language,
allow the Malays 1o miss out on the Information Age revolution, thereby
regressing and be looked down upon and made 10 look stupid,

Believe it, we will once again be colonised if we fail to master the
language.”!

Even people (and especially Malays) who aceepted that “the world is

not going to learn Malay in order to understand the Malays'*? and
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who would support new policics to reverse the declining standards of
English in the country, would baulk at this direst of Mabhathirist
predictions. And yet the prediction was not alien to the thoughts of
Mahathir. He had never freed himsell of the nightmare that re-
colonization could happen if the Malays *failed’,

In fact, Mahathir suspected them to have already failed. At the
opening of the 2002 UMNO General Assembly, Mahathir rather
emotionally apologized to the Malays for having failed them. One
month later, at the Harvard Club of Malaysia Dinner, Mahathir
seemed to plumb the depths of his despair. He bitterly submitted that
‘il we discount the non-Malay contribution to the nation’s economy,
Malaysia would be not much better than some of the African develop-
ing countries’.*® Had Mahathir's remark been issued in 1969-70, it
might have been sympathetically received, the way The Malay Dilemma
nated within the Malay community despite various rejections of
the book’s core arguments about Malay weaknesses. Or had Mahathir
made the remark in the mid-1970s, he would have been regarded as
anticipating the scale of the mission awaiting the Malays, just as his
essays in The Challenge Taid out new directions for the Malays under
the NEP. Hearing the remark in mid-2002, many non-Malays (includ-
ing forcigners) applauded Mahathir for the forthrightness of which he
was ever so proud. But could anyone imagine that the statement would
not infuriate or humiliate most Malays who were within carshot? Sill,
the statement has to be taken as the culmination of Mahathir's lengthy
post-1999 reflection on the “Malay condition’, To what then would one
trace its apparent despair?

One source can be climinated straight away. Unlike the circum-
stances in which Mahathir originally framed the ‘Malay dilemma®
(actually way back in 1950, one cannot properly trace this formu-
lation of a ‘second dilemma’ to the contemporary state of cthnic poli-
tics or relations. Ethnicity cannot be removed from Malaysian politics,
but the indications rule out a replication of the interethnic politics of
the past when serious Malay-Chinese disagreements over economics,
culture and language dominated the political terrain. After the 1995
and 1999 general clections, it has become clear that non-Malay
politics has reached what might be regarded either as a historical
cul-de-sac or a point of settled realism. ‘Chincse politics’ in particular
has been truncated into a minority politics according to which the
‘Chinese-based parties” will strategically support the strongest of
Malay partics - UMNO for the foresecable future — but can hardly
influence the *big picture’ despite Mahathir’s tease that ‘onc day we'll
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have a non-Malay PM [prime minister]".** Indeed, if MCA, the largest
Chinese-based party, could perform very well in the 1995 and 1999
clections, it was precisely because it had lowered its political sights
and ambitions. As UMNO’s adjunct, a latter-day ‘Protector of the
Chinese’, MCA’s role is to ‘swell a progress, start a scence or two’.
Not even that role is available to Gerakan for whom an insecure
claim on the chiel minister's post in the Penang state government
compensates its loss of national significance. And DAP, lacking the
outreach to the Malay voters that only a firm coalition with a major
“Malay-based party’ can offer, has been confined to islets of dissidence.
The historical conditions that raised fears and resistance over the
assimilation of non-Malays into Malay culture have passed. UMNO
has sufficiently eased its pressures on the Chinese community over
questions of language, education and culture, while PAS has actually

been supportive of ‘minority rights’ in such arcas. When a dispute
uriscs in one of these arcas now and then, it tends to be a sign of
g along the iati ssure’ spectrum rather than

being characteristic of the intractable (Ihm( politics of the past. For
xample, the controversies over the Vision Schools and the teaching

of Science and Mathematics in English in Chinese schools were minor
disputes. They arose out of the residual distrust between the state and
the Dongjiaozong, and probably burcaucratic incptitude as well, rather
the regime’s intent to ‘change the character of the Chinese schools’.
And even if Mahathir attacked Suqiu in 2000, his frequent praise of
Chinese parents and students, and of Chinese culture and business,
in contrast to his vitriolic comments on Malay attitudes and depen-
dence, pointed to Sugiu’s minor significance. Suqiu’s lashing stemmed
from Mahathir’s reluctance then to be distracted from his futile
soliloquy on Malay unity.
The real clue to apprec

g the significance of Mahathir's apology
to the Malays lies in turning the apology on its head: surely Mahathir
meant that the Malays had failed him! The immensity of the Malays®
unfulfilled task left him diffident about their culture and values once
more, and weary as well:

The dilemma faced by those few who want to build a strong, resilient
and independent Malay race without crutches is that they are most likely
to end up becoming unpopular and losing the ability to influence the
changes in the culture and the value system which are necessary.%

Here one can leave alone Mahathir's disingenuous reference to his and
UMNOs loss of popularity that makes no mention of their mauling
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of Anwar. It was suggested in Paradoxes of Makathirism that “Mahathir
knows no other class to whom the Malay future can be entrusted’ ex-
cept the Melayu Baru — “historically the “new” class of Malay capital-
ists and the “new” Malay middle class which were largely “engincered”
by the state according to the logic of Malay parity with the non-Malays
in a capitalist *%7 By that Mahathir would have
been consistent in vision and analysis to direct his regrets at the
state-sponsored and UMNO-linked conglomerates. The winners he
picked and pampered had not realized his grandest ambitions. But

while Mahathis many of the Malay community,
he defended the conglomerates’ captains and helmsmen as good
busi; and whose positi were lermined by

currency speculators.

This was confi ion that Mahathir, who | ificd his class
while personifying his race, advanced the ambitions of a class as the
ideals of a nation. When the good times rolled, he exuded confidence:

The Malays of today are not like the Malays of the old days. We have

changed and o have [sic] our culture. We are now capable of doing things

which we were unable to do before, and have ventured into and achieved

success in many fields. 3
The converse held during hard times. The failures of class were passed
off as the weaknesses of culture. With his ‘second dilemma’, Mahathir
cast the specific shor ings of the Malaysian congl as the
generalized inadequacies of the Malay race.

It is not difficult to understand, then, why Mahathir decided that
too many Malay (male) students, academicians, civil servants, pro-
fessionals and smaller businessmen had ‘underachieved’ in a milieu
bounded by Malay supremacy, restructuring targets, NEP quotas, and
*dual track meritocracy’. He was not alone in thinking so. He also had
an axe to grind with many of them in the wake of the anti-UMNO
turn. But their ‘underachievement’ would not be startling to those
who regard it as one by-product of a ‘soft political environment” that
was shaped by ‘constructive protection’ ~ exactly as Mahathir had
predicted in The Malay Dilemma. Neither would these segments of the
BCIC, like any other social group in power, voluntarily surrender
privileges they had habitually received. If; ‘unfortunately, their view is
that their crutches are symbols of their superior status in the country’,**
that, too, was comprchensible. That flowed from an ideological
framework that justified the NEP's affirmative action in terms of the
‘relative backwardness’ of the Malays who needed a ‘special position®
guaranteed by UMNO?s political dominance.
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Less obvious and potentially wmose ditticult o manage was the
outline of a future etehed by July 1997 than harked behind Mahachic's
cliagnosis. The NEP ariginally envisagedd the attaimmens of social eguity

via poverty eradication and restncturing e a global cnviroauent
where ‘retorms' meant state intenvention o educe social awd ccononue
wequality and unprove mass living conditions. One can see this om
Pun Razak's ddetence o the NEP betare an UNINO Yowh seiainar:

i the e of the 19305 and 19605, we yiekled @ private mdusiry o

achieve the goals ol that ena, but noaw we have “Stade Padivpation’

achieve the goals and objectives that are duferens and are suitabile o o

st aned aspirations of dhe Baaipuiera,

10 b s swhiat i called e Docirne ol Wellarsi', then we have noy
only cling bt daplemenied the Doctime af Welladsm!' via Bank
Bumipuria, Pevnas, MARA, Bank Pertanan and Navoual Elecincy
Boardd, Malayan Riatways aid hodhies such as the Ugbag Developuent
Authority and athier bodies than will be estabibished betore lang ™

As the NEFS principal archinect, Razab was nor altasd o argue that
the NEI went heyord state participation’ ar wellarisim'
o [New Econamic] Palicy does wan differ o the weanng of Faul
Siginnd’s Concepr o the Soctadisi i oes and developiug wations:
According o Sigimnnd, i sonialisi s Ted Dy @ passion b sonial egqualivg,

and Dy wdeaie for vapid eonmoae developmient. T s @ nationalisg
wl

socilisin
Rk b been a member ol the Boish Labour Pasty and the Fabiag
Society while he wis a stadent w the Uited Kiogeam. When he de-
Tivered the above argument e 1971, during te Cold War period, and
Disving o tackle mass poverty and ethinic cconomic imbalances, Ruzak
understandably chase o present state capmalisn ander the NEP i e
iddeotogical gark ol a narionahst socudisim’ diat rejectfed|] the Maisise
Laninist theory of the class souggle’ " S0 exponndesd, Razak's con-
ceptal the NEP would find iode i common with the corrent cong e
of retorm’ thiat has been cormupted by the neoliberal absession with
competition w reler vanably o prosmarker and anisvellaie s
sures. More o the point, by the end of Nabiathiv's era, the galy NEIS
reliance on stare-guided Makay st bl yichded 0 s Malaysi T
association with state-patromzcd “Malay conglomeraies’ Ancipphasis
on socisl cquity had given way 10 presccapation sith coppelition
W Mabathis nos wanted e Makays o discard ihei staie-providesd
crntches” and become competnve, b spobe an idiom ol “Malay sell-
rebiance’ thar wis mose anined 1w cr ol povatization tha ol ihe
NEs carly “state pasticipation’
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“The most eritical interpretation of this tist Nabathic's eodless
appraisal of the "Malay condlition” mst imagine Mabathi (o be idleo-
logically prepariug the Malays - those 1ok yeu sucee:

e
wl or comfortably
entrenched - for a cessation of the latge-scale subsidics, targets and
quotas they had onge taken lor granted. The funckaental reason i
ceanori. The past tuee decagles formed the period of greatest Malay
social mobility. T showld be plain that the pace of social mobility of
the past tuee decades way uot be sustained despite Vision 2020's
prajections ol growth. Future generations of Malays can hardlly ex-
pect o enjoy the saie seale of socioeconomic gains ollered by the
NEFs state-led high growth, privatization angd Mataysia Tne. The
TOHS-86 vegession was the NER' st wajor erisis: Mahaghic's fegime
vesolved i by “holling NEE 0 abeyanee’, veducing ‘m\nli\ ﬂmw\i““,
anckarracting an s of (Basy Asiaw) (oreign digecy vestinent. Then
the Mty vegime chose “growth’ over “distribition’ in ways i
favoured big Malay businesses: A waior polisical consequense of flyat
policy ehoce was VININOY'S fgernal warmeil. The July l‘.I!W ‘melicdovy’
wars the NEP's secand and, avguably, greater erisis. 14 s eneed wilh
the preservation of the conglomerates as § way of saving, i effect,
the NEF The polvcal oy from dag erisis was Anwar's fage wy)
Reforman's Challenge 1o VINNG

Pespite all ik, wmelivical Malay owership of serparle sapital
stood b only seven pey cent, aceording fo Mabathiv's estimate.®
Mk was pighaly scorful of e INFS pn-wiwi;.m of stringen
strnctral agljustment and drastic pro-pirker seforms. These wanld
Have bronght a destabilizing end (0 the mation s)-capitalis) 'uq'tq
sathout s i dndonesia, offering wickle-dosn veliel fur the viderable,
s, Bonecorporate sections of fhe 'ul.lu].\u' Bt more inylpu”amh
b dongg van, the peghne’s “ceonomic shickl’ I)uurp:lml i IOre Con-
tentions interface with the global ceonomy af e Bext ceonomic crisis
Fhen ahe stve may not find « ‘.u]itin ally aceeprable resplurion hased
anancreased FDE inflows, given the chiny g volume and sirciure
ol ghabal D1 Noss, and the wends of indusirial relpearion from
Jormegly vabued sifes like Malaysia. Noi ¢ sinall e apen economy
by shiclding wsell with semi-antaghic weasires againt the vagaries
and eycles of e global capiralisy system- Jsernally Dere i always
b a detensive Malay peyspective ap the NEP fhat wanied 1o hold
Dack® b po-Malays that 3, (he Ehipese) if the Malays were ot
seady" for whatever it was they shonld be eady 1o assume. Two days
betore Mabathir annonneed his veaigiation, he fignly indicated that
b did i see o Maday weakpesses conld he resalved by keeping
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down the non-Malay community: ‘I we take out the Chinese and all
that they have built and own, there will be no small or big towns in
Malaysia, there will be no business and industry, there will be no funds
for the subsidies, support and facilitics for the Malays. "%

When Mahathir is not posturing, he understands as few Malay
politicians do (or will publicly admit), that one carns no respect by tak-
ing refuge in one’s inadequacies, past suffering or present pain. One
carns respect by attaining the standards set by those who had arrived

the developed countries, successful communities, progressive races
or competitive individuals. Of course, one can lament one’s ‘relative
backwardness', rely on state power, and employ social engineering to
‘distort the picture a little in order to help [oneself]’. But until one
succeeds by sheer effort and genuine accomplishment, one can have
no pride or dignity. And above all clse, Mahathir valued pride and
dignity, as he intimated once more at the 2002 UMNO General
Assembly: T realized 1 was a Malay some 65 years ago, at which time
I realized that I was from a race that was looked down upon, a colo-
nized race, a race without honour, a race with a feeling of inferiority
when set against other races,™

Are things any different now? the world, despite its politic
insignificance, Malaysia can claim a taste of achievement: the country
does not suffer the terrible misery of most developing countries; the
 is more ‘progressive’ than other Muslim countries; and the
cconomy may yet keep apace of a rising Asia if indeed Asia keeps
rising. Within Malaysia, ironically, the Malays, despite their political
dominance, cannot quite compete in fact or imagination without
‘crutches’. Mahathir has not repudiated the NEP, as some who were
present at the Harvard Club Dinner were quick to hope and approve.
He anticipated a scenario of diminishing options that might force the
‘party of the Malays’ to choose: between imposing measures of ‘self-
reliance’ upon large of the Malay population now, or risk a
futare collapse of legitimacy should UMNO's ability to ‘deliver develop-
ment’ be impaired. Echoing Mahathir, the New Straits Times warned that

post-NEP Malays should not wholly embrace the victim status that results
in blaming all failings on other races, the clites and the Government....
The Government's afiirmative action was never meant to infantlise the
race. Self-help and, yes, bootstrap capitalism, will add respect and honour
to the Malays' collective civic self. The Malays must rise 10 the challenges
of sel-help and competition, ™

What lies beneath this discourse of crutches and infantilism, self-help
and bootstrap capitalism, respect and honour, and ‘collective civic self
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and competition? To put matters painfully, whereas the original “Malay
dilemma’ required that ‘some non-Malays will have to be sacrificed
in order to bring the Malays up’,%” as Mahathir bluntly insisted in
1976, the *sccond dilemma’ foresees that some ‘post-NEP Malays® will
have to be sacrificed to keep the rest up.

Can anything be more tragic for Mahathirism than this dissolution
of its grandiosity in a second Malay dilemma that is a devil’s choice
between crutchless competitiveness and self-reliant sacrifice? Maybe
Mahathir arrived at this pitiable conclusion out of frustration at the
collapse of the Malay conglomerates, or in anger at the Malay recal-
citrance that was his reward from Reformasi. At any rate, only he would
have expressed it so, having striven his political life to detect and resolve
Malay dilemma after Malay dilemma as the world changed over and
over again.

Since Reformast’s advent in 1998, Mahathir has criticized the Malays
for ‘easily forgetting’ their debts, for being ungrateful to those who
advanced their cause, and for ‘instilling hatred’ among young Malays
towards UMNO. Mahathir himself sets great store by history. He will
be the among the first to remember that several turning points of
Malaysian politics were set by mass Malay intrusions upon the politi-
cal stage: witness 1946 and the Malayan Union; 1969 and May 13;
and 1998 and Reformasi. The first instance brought UMNO into being.
The second forced UMNO to alter radically the structure of political
economy. The third threatened to render UMNO irrelevant. The
question for future Malay, and Malaysian, politics is whether those who
rule after Mahathir will forget or are allowed to forget.
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