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FOREWORD

CORPORATE GOVERNANCE HAS BECOME A MAJOR POLICY CONCERN IN THE WAKE OF THE
ASIAN FINANCIAL CRISIS. WEAK GOVERNANCE STRUCTURE, POOR INVESTMENT, AND RISKY
FINANCING PRACTICES OF THE CORPORATESECTORIN THE AFFECTED COUNTRIES CONTRIBUTED TO
THEIR SHARP ECONOMIC RECESSION IN 1997-1998. THE WEAKNESSES IN CORPORATE GOV-
ERNANCE AND FINANCE UNDERMINED THE CAPACITY OF THESE COUNTRIES TO WITHSTAND THE
COMBINED SHOCKS OF DEPRECIATED CURRENCIES, MASSIVE CAPITAL OUTFLOWS, INCREASED
INTEREST RATES, AND LARGE CONTRACTION IN DOMESTIC DEMAND.

"TOHELP UNDERSTAND CORPORATEGOVERNANCEISSUES AND THEIR IMPACT, ASWELL
ASTOIDENTIFY NEEDS FOR INTERVENTIONS IN ADDRESSING POLICY AND INSTITUTIONAL WEAK-
NESSES, THE ECONOMICS AND DEVELOPMENT RESOURCE CENTER OF THE ASIAN DEVELOP-
MENT BANK (ADB) UNDERTOOK A REGIONAL STUDY ON CORPORATE GOVERNANCE AND FI-
NANCE IN SELECTED DEVELOPING MEMBER COUNTRIES. THE COUNTRIES COVERED ARE INDO-
NESIA, REPUBLIC OFKOREA, M ALAYSIA, PHILIPPINES, AND THAILAND. THIS BOOK PRESENTS
THE MAJOR FINDINGS OF THE STUDY. THE POLICY RECOMMENDATIONS WILL SUPPORT ADB'’s
FINANCIAL SECTOR WORK IN ITS DEVELOPING MEMBER COUNTRIES.

ARVIND PANAGARIYA
CHIErEconomisT



X1

PREFACE

CORPORATE GOVERNANCE AND FINANCE IN EAST A SIA PRESENTS THE FINDINGS OF A RE-
GIONALSTUDY OF CORPORATE GOVERNANCE AND FINANCE IN SELECTED DEVELOPING MEMBER
COUNTRIES OF THE ASIAN DEVELOPMENT BANK (ADB). THE STUDY ATTEMPTS TO IDENTIFY
THE WEAKNESSES IN CORPORATE GOVERNANCE AND FINANCE IN COUNTRIES MOST AFFECTED
BY THE 1997 ASIAN FINANCIAL CRISIS, AND RECOMMENDS POLICY AND REFORM MEASURES
TO ADDRESS THE WEAKNESSES. THE STUDY COVERS INDONESIA, REPUBLIC OF KOREA, MA-
LAYSIA, PHILIPPINES, AND THAILAND.

THE FINDINGS OF THE STUDY ARE PRESENTED IN TWO VOLUMES. VOLUME ONE, A
CONSOLIDATED REPORT, PRESENTS A FRAMEWORK FOR ANALYZING CORPORATE GOVERNANCE
AND FINANCE, SUMMARIZES THE MAJOR FINDINGS OF THE FIVE COUNTRY STUDIES, AND PRO-
VIDES KEY POLICY RECOMMENDATIONS FOR STRENGTHENING CORPORATE GOVERNANCE AND
IMPROVING THE EFFICIENCY OF CORPORATE FINANCE IN ADB MEMBER COUNTRIES. VOLUME
Two, COUNTRYSTUDIES COLLECTSFOUR COUNTRY REPORTS. WEWOULD LIKETOTHANK COUNTRY
EXPERTS SAUD HUSNAN OF GADSAB MADA UNIVERSITY, INDONESIA; KWANGS. CHUNG
AND YEN KYUN WANG OF CHUNG-ANG UNIVERSITY, REPUBLIC OF KOREA; FAZIL.AH ABDUL
SAMAD OF UNIVERSITY OFMALAYA, MALAYSIA; CESAR G. SALDANA OF PSR CONSULTING,
INC., THE PHILIPPINES; AND PIMAN LIMPAPHAYOM OF ASIAN UNIVERSITY OF SCIENCE
AND TECHNOLOGY, THAILAND, FOR THEIR EFFORTS AND COOPERATION IN CONDUCTING THE
COUNTRY STUDIES. CESAR G. SALDANA ALSO PROVIDED USEFUL INPUTS TO THE PREPARATION
OFTHE CONSOLIDATED REPORT.

THE VOLUMES BENEFITED EXTENSIVELY FROM CONSTRUCTIVE COMMENTS FROM
ADB STAFF AND OFFICIALS OF THE MINISTRIES OF FINANCE, CENTRAL BANKS, SECURITIES AND
EXCHANGE COMMISSIONS, STOCK EXCHANGES, AND CORPORATE RESTRUCTURING AGENCIES OF
THEEIGHT ADB MEMBER COUNTRIES THAT PARTICIPATED IN THESTUDY 'S FINALIZATION WORK-
SHOP IN MANILA, ON 18-19 NOVEMBER 1999.

OUR DEEP APPRECIATION GOES TO JUNGSOO LEE, FORMER CHIEF ECONOMIST,
ANDS. GHON RHEE, FORMER RESIDENT SCHOLAR, FOR THEIR STRONG SUPPORT AT VARIOUS
STAGES OF THESTUDY; MANABU FUJIMURA, FOR HIS EFFORTS IN ORGANIZING THE FINALIZA-
TION WORKSHOP; MARCELIA GARCIA, MARINIE BAGUISA, M A. REGINA SIBAL, AND ROSANNA
BENAVIDEZ, FOR THEIR ADMINISTRATIVE SUPPORT AND ASSISTANCE; AND JOSEF YAP, LEAH
SUMULONG, GRAHAM JAMES DWYER, JUDITH BANNING, AND LYNETTE MALLERY, FOR THEIR
EDITORIAL ASSISTANCE AND ADVICE.
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