ECONGMIC CONCENTRATION IN MALAYSIA
- LEGAL (AND ECONOMIC) ISSUES

MUHAMMAD SHAFER ABDULLAH

A project paper submitted in partial fulfilmeunt of
the requirements for the Degree of Bachelor of Laws

in the Paculty of law.

University of Malaya

August, 1976



PERAKUAN KEIZINAN

Dalam mengemukakan Kertas Projek ini bagi memenuhi
sebahagian dari kehendak-kehendak Peraturan untuk mendapat
ijazah Sarjana Muda Undang~Undang, Universiti Malaya, saya yang
bertandatangan di bawah, dengan ini mengesahkan bahawa saya
telah bersetuju supaya perpustakaan-perpustakaan di Universiti
Malaya mcmberi kebenaran dengan bebasnya Kepada sesiapa yang
hendak membuat rujukkan dan kajian ataupun untuk rujukkan
dan kajian terhad. Seterusnya, saya juga bersetuju bahawasanya
kebenaran untuk menyalin, memadan, menyedut atau menggunakan
bahan-bahan kajian dalam Kertas Projek ini untuk maksud-maksud
akademik bolehlah dibenarkan oleh Dekan, Fakulti Undang-Undang
mengikut budibicaranyae. Adalah difahamkan bahawa penyalinan
atau pencitakan Kertas Projek ini dalam apajua bentuk sekalipun
untuk maksud-maksud keuntungan tidaklah dibenarkan, melainkan

dengan kebenaran bertulis dari saya.

sd0CA2

LR 4 e @M O OOOSOOOELN
-

Pakulti Undang--Undang sevsoccoe
Universiti Malaya. (,w,fw,,m}f

sGIGITAD

DT D, ARDULLAIL)

September 1976,



SURACE

“he madn odn of thie study ia > freas the relevant Authority's

attention (and alss that of “he pullic) 4> the prllen of economie
concentration in Malaysie. “he problem posed here is a grave one
tat imnically little oy m study ot ell has been conducted directly
on %, Foondddsss have almost totally nerlected this sves. In fach
ab least one eanlnent econpnist in this emmbtry hes oven mede a
blasaat stoetenent that the protden o7 economic conceatration is nob
8 feoture of Lids crumbyy.” e stevenent zede was obiber and

preswaly it vas ¢ accumpenicd by any eupiricel study.

It ic sincerely hoped thed the presant study would pave the

wey Dor Daxther Jeoner vescerch inbs the suhject.

500, V. Kenapebiy, “whe Lav, Comsorcial Bamiing, and Malaysis's
zew mnric P)hc;;; - m*ise veralm n‘? ’m DaRAY wmsante& at

on £

E"‘b‘:}‘*“ = :
WmmmmmMaMWMwwmm

othar counbries, nor has she lastitubed a Yomopolies Commission.

The existing m;vmtiaa probably does not demand such messuyes...."

(11)






A

3

-

[T ae

e




TATLL F STATUTLS

Zorroving Compenies Act, 1900
Dasiness lLegistrebion ardinance, 1000,

Carbral Dani of ialaysis adinoace, 1750,

Claybon Act, 101k, T7.5.A.

Companies Act, 1065,

Contracts Acu, 199G,

Contral of Supplies Act, 1001.

Control of Cupplies, Pebrolewn and flectricity Act, 197k,

£

Customs (Madgyeion G

crn Parlifs) Ach, 1906,
Izehange Contyol Acty LO53.

Fair Irading Act, 1973, U.K.

Frec Trade Zone Act, 1071,

Tederal Trale Comnission Act, 101h, J.8.4.

Industriel Coordinetion Ach, LU75.

b Incentives Act, 1560

Investment Incentives (Amenvment) Act, 197L.

bmopolies and Mergers Act, 1965, U.K.

Ibmopolies an. Destrictive Proctices (Iuguiry and Comtrol) Act,
1506, UK.

ioropolies and Eestrictive Trede Practices Act, 1060, Indis.

Pinespple Infustry Act, 1907.

Ty PEnEA] ‘ﬁ Ae’ﬁ" 3.9?3? °

(v)



Price Comtrol Ach, 19G.

Recdstration of United Kingcdom Pateuts Jrdinance, 1051.
Restrictive Srade Practices Act, 1056, U.K.

Bale of Gools urdinance, 19/0.

an Acty, 1090, U.S.A.
Irade Descriptions Act, 1972.

(vi)



PABLE JF CASES

Bram Shoe Co. v. U.8. (8.C. 1962).

Herbert Muris v. Saxelby /10167 1 A.C. 688,

lerrezhoif v. outinesm 19 A.712 (8.C.E. I., 1090).

prdenfelt v. Mexin Ibrdenfelt Guns and Aumnition /IOl A.C.535.

Standard 4l Co. of Hew Jexsey v. U.8., 221 ¥.8.1 (1911).

U.8. v. Addyston Pipe and Stecl Coy, B P. 271 (G6th Cir. 1658)
modified and aff'd, 175 U.S. 211 (1009).

adelphia Netional Denlk (s.f:. 1963) .

{vii)



Figure 1
Figure 2
Figure 3
Fipure 4

Figure &
Flgure 10

Figure il
Floure 12

Figure 13
Figare 1b

Foare 16

Figure 17
Figare 19

LIST JF FIGUIES

The Coneentration Problenm “es
Concentration in the Tin Smelting Industry
Concentration in the Paint Industry ...
Concentration curve in Painmt Industry

Concentration in the Tin Cans end Metel
B?m Wlwﬁry Y

Concentration curve in the Tin Cans and
Hoteal IDhxzes Industiry coe

Ioreny curve for Tin Cens and Metal Ioxes
Industzry “oe
Concentration in the Cament Industry...
Concentration in the Petroleum Refinery
mﬁﬁ ses
Concentyation in the Chemical Fertilizers
Industry vos
Concembration in the Tyre Industry ...
Production of tubes P
Concentration in the Brewery Industry

Zotal assets, fimed assets, end profit
figures of top 77 corporations in Malaysia

Statistics on Sharelvlders end Shares swned
in 39 laxge corporations 1974=T6 “ve

Industries and Realty Group Ihd.
(Bubsiddaries and Associated Companies)

F.C.H's acguisition - before acquisition
F.C.W's acquisition » after acquisition

Interlocking directorate in the Dard of
Directors (Merlin lbtels (M) Derbad and
the Faber Union Group) cos

;

B8 8 I R B 338&

103

11l

133



LIST OF 4

mestionnaires.
Capoaition of Moreim Investme

& Committee and Capitel Issues
Comittee |
Forelen Investuen: Cxmilttee's Guidelines (extract).
223 Acty 1090, U.B.A. (oxtract).
Clayton Aci, 191k, U.S.A. (extract).

cxxlasion Acty 1Lk, U.S.A. v\ (extract
imopolles end Gesirictlve Practices (Inquity and Control) Act,

Focaral Trade O

UL, Gak. (extvect).
“onopalles aid davgers Acty 1900, U.K. {extract).

Fady Tvading Achy 1973, U.E. (extract).

(ix)



Thes vhe prevelling econmde gituntion in Melaysie 4s indicative

RS BT PP
ok olie exizsiencs s

2oecomaie concentiation that justiiies the

dotradacelon of degad ool exuat legui weane i regulesing or combyole

Liny 4. Aol ohab Uhe econonle concariraiion rererred to here axists

- LTI T o k3 5 v
a1 Lotk levels - .o, o

ooconeanboatisn mnd overall eoncentyation.

Specliic ippotnesis
e alove gencyal gypotihesis specificeliy wesus the following:
(1){(2) imyket Cominence (cuzwdity sr service wise) by

ciris iu their respective indusiries is widespread

aud uat 1L bes reachied 8 leval wisre artiiicial
LEThet condivions ¢ould Le ddotased by these firms.
(1) Felatioushiyps Letveen ecorxporations such as that
£rud in perent/mlsidlary and inberloeking
Clrectiraldy veletionsling we cxtensively used
b further effect the wonoroldsebion sctivities
thot toing sboul grester ecoonsade eoncentration,
Tolowsvars, revsers and other vecsnsiruetiong of
copenies exe neaus vhercly such relabionships

ave sount 4o be achicved.

(2) Concentratisn 2f wealth smong: the top corporstions
aad Individuels is the major aspect of econmie
concentretion in Malaysie. This ¢meartration

(x)



of wealth 1s Taought about by OHur mejor reasong:
(a8) interlocking ¢irectorsctes;
() perent/eutel dary selablonsy
() wergers and Lake-svers, cbe.s
() loan and igvesimenl capacitios of tig
caxporetions ss exapered t9 the limited

capacities of % coxpoxetions.
(EE?) ae Lo the atove congentrated strucbures o>f Jur

eomaly, exse economic powers in Malsysis

veken the eppearance of pilitical powers {similay

viieh the develogments found in vordous other
covabries). Due tv (ids frequent aynonyudty of

e ¥

Lo PRNCTS

LGSLE

opolitical pavers, a vicious
cisele Las cevaloped that Juriuer threatens the

igsae 5l coondnic concentration in lalaysia.

(&) he prescat legal instruments evailable in
frdeyslie <o oot attempt in the least 0 sslve the
protlens 2of cconomic concentration. The economic
lgws gvalichle ave Ilndicative »f the isnovance or
incifference of vie legislators and the goveroment

GF tue serious prollens of ecoponic concentration

toat is curremtly teing faced.

the estailistuect of en Inguiry Caommission $o prote into the matter.

(1)



The actual research dme sn 2his rarmer 439k 2 4982l of siw

mnGig of vhich threc monthe were opent on £leld works alosne.

Lioof Che £1eld wortl vere condoeted In the form of

L
intorviave., A izt of ucs’uwami:msl vere nrapaved to facilitate
R Ay —

78 with Lie respective Tlrmz.  In caveying out the inlerw

~ g R I S S EA wrey et v S I ) P LAl
views, the vriter Dyvmd thel 1t vos move usefal 4 emdne’ Shem with

The emloyees 2f the ©iws zather then with fthe direecdors thenmzelves.

It where the esployees were nob able ¢o Qmailsh the informe

Gion, the
vritey vasoxrted o sebting 16 from the tow poonle in the es¥porstions.
It vas also ibund that the empliyees vere move frank then their

IFORE

The writer alsy sought bo interview the olficicle of the

gwvernpent Cepartiments, nanely those in the Donk Heparsn,
Industrial Doveloment Autlority, ‘conomic Plonndn: Unit of the Prine

a’F; m:rvw ¥ G J{aimu" -

ab, Midstry off Srede wd Indumily, Abtoxnaye

Generad's Chueber and the Statiscices Depariacak. The writer did e

graal deal ol recscgrch and intexviews with the Stock iy

It ves nocessary, in the writer's opinion to obteln the same
infoxmgiion fron varisus sources to ascersaln the truth of the inforw
mation. 1his vas necossary becouse sme flmms would mot give coirvect

indoymaiion and they usuelly underestimeted the Disures veguirved,

)‘See Amppendix A7,



Tis was cspecially trae in relation to production figuwres of the
firme vhich the firms considered 3> be trace secrets.

A ppecet ol of the onfidential 1 mation produced in this

s “ .
Fj'nv' '\m-}::(_ \;«ff\;'k ~\ 3’“- 3 {\ ag,'; g i ;_‘ N;r# o TadE

wideh he owwiter L8 obliged not

Ty e ey iy
Lo oreveal.

LaEiyy aosvers peet 50 e proted in

fesell

ganerelly ave nade up of employcees,
wed, Jruromlists, compeling s end governnent officisls

thelr indunumi copacity.

dhe wwiter vas fovbunate ¥o bave net o corbain foreign Journelist
win bad sme vital infhwmeblion oa Xalaygion cugpanies vidch is useful

W puypooss of the pregent exoercise.

Subatenvlel belp ves alsy obbeined frwn the Statlstics Denartmen

widel: mece avedlaile certain uppublisied dates on cuspanies. This

was Dount o be a good source of eounberchecking the truth of

<08 YOS oL Gl YeSeartih was Cae ik Uhe various libraries nemely,

e Unlveraity of lalaye libyary, the & ot libwary (both in

ng)s the Bank fegara Livrery, F.XI.D.A. library,
librexy asnd

tie Stock Iuchense ldtrary, the Statistics Dapartmer

There ave triefly five mein linmitotions which the writer faced
vhile conducting: the present exercise:

{=zii1)



dndowations

Infrrmation

nd hoedoidy sverexaing

directly on the
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{v)

<he reat of the problens

b s oL 2
Tho fiwme muvered by the wrdifer vers Gleperged
all over the cowntay. Tals necascivated trovels

ot Ghe vrlter ven hendlespped in Leius of Sranspors .

feced by the writer were mimor.
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The theory of Keonmmics ¢oes not furnish & body of
settled conelusions inmedistely epplicable to poliey.
It is e method rather than e dsctrine, an apperatus
of the mind, which helps its poases

conclueions.

- John Muynsrd Eoynes.



FC.N.MIC C HCETFATI.H = INTEDUCTI.N

The leglsligtion >f economic laws involves the tranaforamtion
2€ economic primeciples imto legal norms. This includes the laws
vegulatin: ronopolies and restrictive practices.

The ecopomic principles are ;ziven the necessary legalities end

lubricated for purposes of thelr smoth and just implementations by

the usual legal procediuxas.
Iogically therefore, the basic principles of economies have to
be borne in mind before one can make an intelligitle study of the

legal aspects of -pnopolies (or more gemerally referved to a8 ths
problems of ecommic concentyation).

Feonomic theories sometimes

geem ¢ be in conflict partially or
even totally with ecoromic or business practicos, This ean be
axpleined 4f one peys cue rogard to the nature of the subject 1tself,
Neonomic observetions fHr purposes of deriving theories ave different
fron pure scientific observations. Economice (as is the case for
'law') 18 & living subject - it inwvolves complex intersctions of
mman activities, mainly business activities. There camwot be &
controlled laboratory experiment on a specific i n &t the
assunptions. Unless the situations in practice resemble or closely




nble that in the theoretical assupmptions, the result
predicted by the theory msy not be 28 expected
make the theories bad. The theories, even if they are an overe

simplification of the actual market conditions, are useful. because
of the light they thxow on the subject.

The New Feomomic Policy in Malsysie places grester significance
in the development of industries in Yalsyala for the economic gpod
of the country., Traditionally, Melaysie relied almrst eompletely on
the production of raw materials for its econom

sach has proven to be detrimental to tlLe economy of
the nation becsuse of the aimost contimuous iastabili

these commdities. Ihess detrimental effecta were more obvious

during the various econmmic depressions fuced by the world. Btatistics
heve clearly shown thet the most badly affected countries during

these depressions were the developing and unierdeveloped

who were malnly desling with primary commodities.

It is mainly due to the above rveason that the govermment

taken positive steps in bringing about the chenge in the economie
'yeliance’ in this countyy. Various steps have been taken to promote
the growth of industries in Malmysia, especlally manufecturing

tries. Apart fxom the various socio-economic messures taken, the

govermment has also introduced various leglslations with similer




the growth of the industries with the necessary couperation

Ministyry of Trade and Industry.

A developing cowntry like curs which is comparatively new in the
infugtrial field provides larce potentisls of further growth in
inmstrialisation, The chesp labsour svailable in this country coupled
with sther tenefits provided by the governmen
investors in opaning up many industries in this country. Maleysia
acopte the ‘open~door' policy to foreign lnvesime:
now experience the growth of multinational corporgtions within our

nts and as such we

industyy. The growth of these multinational corxporations such as

gome of these giant firms ave comparatle to many of the statutory

land worth millions of dollars. These lands form o substential

portion of the total lands in tm country. According to studies



done immediately efter the May 13 incldent, atoub T0% of the
country's earned wealth had been deposited t> foreigners thyough
these plemt fimms. And out of the other 307 that vere Malsysien
swmned, the majoxrity were in the possession of the Chinese. But this
swnersidp Ly the Chinese 1s mislealin: Lecsuse aceording to the seme
gtudies only atout five or six Chinese fumllies wiv actually owmed
the majority of the weslth. The geme is true of swmership of wealth
within the oller reces - namely the Melsys and the Indiens. It is
only the minority of esch of these yaeces that control the wealth of
any other daveloping country, there is substantial emount of economic

the nation. Therefore it can be seen that in Me

concentration vhich logieally alss lea

s to polivical power concens
trated in few bands.

It 48 drubtless to seay thet these wealth that were soguired by

both the foreirners and the few Malaysians are mainly derived through

business and incustrial ectivities.

Inzically therefore, if there is to be any attempt by the Third
Mplayela Plan to redistribute the wealth of the country to the mejority
sf the people, then there is no bLebtter vay to achieve this than through
the peoper regulation of the businesa activities in the country. The
nain areas that need to be focussad wxuld be in the arsss where there
are o grest deal of economic concentyation by firms who are momopolies

It is the imtention of this paper t0 examines

econonic econcentration formed Ly some of the momopolistic firms;



5
%5 astudy their structures and behaviour with due consideration %o
the national objectives end public policy. A greater and more
importent part of this paper is devoted to the legal exmninations

of these momopolistic prectices; o survey the existing lews on
trede reculetion with speciel emphasis on their drawbacis anc in the
final analysis to drew up scme proposals on the legal measures

te adopted in dealing with the problems of econnmic conceéntration
in Maleysia.

As #aid earller, some kmowledge of Ecomomics is cssential for
one o make an imtelligible pxobe inty the legal issues of monopolies
end other economic concentrations.

Firstly, it is pextinemt £or us to discover the kind of |
ecopomic system we ere living in. ur econuy generally works on
the 'Leisses Faire' mechanism. 7This eystem allows a great deal of
liberty to the private corporations. Iubt while this is truey the
coverament hes elso taken various measures, both legal and economic,
to control and regulate this system. Ue have thexefore a system
which is & Llend Letween fyee competition and Btete controlled
econoiry, It is impoxtant to point oul thet is iz ‘laissez Faire’
tiat £ozms the btasis of our ecomomic system. Stete controls are
only supexrimposed on this laaic premise.

Fimms in o 'Iaisses Falre' econmyy ooupet

e with similar product
producing firms in order to galn mavket dominance. If there are many
sellers selling a homogenous product, then competition is sald to be



perfect provided that pome of the sellers has the power to dictate
the price of the product. In other words, none of the sellers must
have market power. But in practice we seldom come aeyoss two producta
from two different fimms vhich eve exactly similar. There would be
gome amount of veristion either in colour, shade, teste or others, and
ane to ‘consumers preferences', o firm may te able to rely on a solid

mers of his product. Some of these fixms can obiain
mers through their goodwill. Potents and trade marks also

play great parts in esteblishing

is then it is true to a certain cabent |

e monopolist, Bub on the other hand, every firm faces

from other firms becemse competition does not necessari

e fimm Gesling in spectacle: sve only with & £im dealing
8 may get more fashion conscious.

lenses producers Lecause consumel

Similerly, the railwey service msy have t0 cumpete with the alrline

servics though each of than £yxms a ponopoly bty themselves in Malaysie.

A this point it needs to Le explained

definition of monopoly is differemt from its legal definition as

in U.Key UsB.A4, Australia, Indis

and others. The legal definition 48 %00 tecimical to be irdrodneed
ment it 48 sufficd

e of the meyket. Ie needs only to have & substential
ce Ghat constitute a wmonog




is o Te determin

el by the speecific legislation in that specific
country. Tor exsmple, in U.K. by the Fadr Treding Act of 1073,
a monopoly situation shall te taken to exist in relation to the

gupply of 00ds of amy description i et leest one-quarter of all the
£23¢s of vhet description vhich one supplied in the U.K. are supplied
y ome end he same person, 2v axe supplied to one end the same
zs@raﬁn.l rmorly this vatio was one thixyd. The ratio can e varied
in accordance with the syphistication and eoncentration of the
conmtry's ecomnry. Therefore in the legal context, a monopoly includes
8 Qdwpoly, an oligopoly or a fev Jomineling sellers in e market of
mony sellers. It 1s also to be observed clearly that by the Falr

A f£ixm can pursue t5 @b reriet dminance and ulbinstely becoming
& monopalist thyoush two major wayss

¥

(a) The itional Appevach (or swmetimes celled the cmdiﬁ

ey

L6 approsch dnvolves the obtelnlng of wezket contxol of
tie sales of a certaln coamodity. In other woxds, the fixm that gets
{otal seles pets the dminant position. This is an interna

the laxger shave of sales in the warkel s comper




of market domdinence we have &> fer tslked abmit.

In this epproach, the yim can obtein douminance by acquiring

more ioraddable weapons oo lobroduce competition in arvess where
others have cnjoyed & arpoply preition and at the same time 1t can
ek to stremgbhen lbe own momopoly posltion in arcas where it is

Hexu, the firm sceks to lubrduce same barriers to corpetition
8 a8 to prevent obher fivms from coming o take some shaye of the

Finally, if the firm reallpes thel aggressive copet

ki1l rivals would not work, the £irn may be pub in o position vhen
it secks (o have ngreements with ite rivels on arxeas thatl each of
ther 18 to dominnte an? perbeps to Zix prices in arcas of dispute.
This is o collusion. These collusive fiwms wugy then pub up bLerriers
> halt the enbyy of other firms indo the indusixry.

{b) m ATOROE

Thils spprosch is heoming rore signlficent nowedays.

especlally txue in the case oI lnlaysis where there ave litile
controls or yegulatisns pertaining to 1t.

wuld soguive a8 meny firms in the industry as is possible (especielly

it6 own rival comenies) and therefore forming & gisnt corporation.
This glent firm would then gain a certaln degree of ecopomies

scale which by itself would form sn effective baxriexr to stop other
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sming in and therefore creating a posgition of vnrivelled
parallel. Acqulisitions can take the foms of take-overs and mergers.

Mevsers and take-overs can take the structures of sne of the weys,

nanelys

The horizontal variety hes s cloge comnection with the
‘concentrated structures’ shown in Flawre 1, nemely, kmmmw; market
dominance, dunpoly and oligopoly. Ih involves the acquisftion by
the dominent or potentially doninant £im 2f other flmms producing

the ssme commodities. The object being in thice case to make the
£irm bigper and thevefore exbtending its market control.

Vertical mergeyr or take-d>ver cen teke place at an carlier or

subsequent stage of production. If 1t is the former, the scquiring

£irm may be alle 1o stop the supplies »r dscriminaie on price against

toose rival firmg who are mol integraited DALKWBII3.
The conglomeryete merger oy takewover i & ¢esg vhere firms
The clasgic case of thisz would be the ITT oy as in the

cage of Malsysis, the Sime Daxby Group.

teyns of sbare ownership, we sye faced with the problem of

ceterming the comtrollers of the fim - i.e., the parentesubsidiary







fyrm the subeidiaries ¢

oarr.  hils is ivportant

; S a] >z 3 .
tecense even If 41 fn a certain industry, e to

the control emerdes Lo parent coomany over nany of these fiims

{vho ere gobually oo ardes), Bhe in

ety wonld in fact still

3
o]
+
L
oy
{:-4
o
3
}:‘t
L

face the peo L esneentred

Act, 190° (Bevised 1072), deems a compeny ©3 Ve & subsiclasy of the

ather 17L:

(1) oontrols the compooition of the hosrd of divectors
2% the fivet meubloned corporasvion;
(11) combrols mwore than hely of the voting power of Ghe
{ires mentioned corporations or
(4ii) Bolds move than half of the issued share capital
af She Tlyst mentioned cormoration (excluding eny

pert thereof which consists of preference sbares)s o

(v) the first mentioned corporation ig e sbeldlary oF any

corpavelion which is that other coxp abiong subaldlary.
The atove parente-suislolary yproblen is cinilarly feced in the

N B ~‘ o . _— g - R
aekbers. ‘Tds is Lecause the ilaleysian

tence in the Hpleyulsn oMIpany
company lew doen noh peondbdy oF limit a person Ixon bolding ey

ey of cirectorships in compenies even 1f the compenies are rivals
vector discloses this infoxmstion o

> each othery aa long a8 the “
g1l the c,,‘}ﬁzmag coneoynel o3 yoquir ec by S. 131 of the w
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orpanles Ac,

o oo
ER

2L nr law,  As & vesull ol this,
we find tast in Gedspoia, 1l die

“’a-f.éﬂm) g et RIS SRy Lo

son bo $lnd prominent nenbexs
of vhe peilic ol

ectordaips fron 30 dliferen
compenies evar Lho

3

g} iR e

“he anbilrags

bleebion o such lnterlocking directorates ls
that en lailuentiel dircetor

& Leauin: Timm wio is also a

in many other similar prodoct yroducing ¥iems, either verticelly or
iprizontelly, oy be oile © exert axugh cowtyal on the various fixms
&9 a8 b0 form n ceriein mavked shructure that tends towerds market

concentration.

godut versures bobvecn twr fiams b0 sel up o vhixd one nay reduce
competition bebween then because 0 The 1ini in property in the third

£iym.

s

It is perbluens vo poinb oub the difference Letwesn ‘monypoly’
gnd ‘sonspolisation’.
A "momoprly! deseribes tie structure of the firu in relstion W

the incastyy. &b monspolicetion’ refers o whe sebivity ov & Iim

o ey P R N ot s M ¢ e gy oy
G5 G sxolnde QO LA bovE foom L'«k;lil&;g. i o tale gone snare O

M vevesled Uy the interview condncted with the officdals -

Fegdpbyy of Commpenies, laloyaie. {The ulaterv"ézaalmr ﬁeﬁimignc of
acquiring covpeanies is an excellent mzmtmtwn to siow the bullding
wp of & conglaeraie and interlo - dirvectorates.)
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it she cxgpetitive cepacily
exadnet of the fimm. Usualdy,

ave ilicrel o unevnical. For

& BOES 01 on ey

o rival, cais
cown ibs prices so lovw tiad the poteaiial alvel cay {ind ltscld in

+he most disaivanbas

x
;)

s position o coupebe.  The ponopolis.

fivwm con effoxnd b7 relucs itg price because it enjoys a substantial

gtandard of coonales of scelst. Luh &8 orn oo fhe monopolsing fim

cenlises ihot it hoo menesed Yo ol vid of the polenbtial rivel, it
vill vaise Lo poice epain oo vewmp a8 wuuch proily as mssitle Ixon

Ansther meclnc vhsre 2 fims preciizes romopolisation is when
s10 gales of 148 protueis eve done Ty its agents. The fiwm woull
aftan remuire that the ggents vl only Jeal with ils wm pr>ines
anky. A breach of this condition W 311 wescdh iu the poent losing

sty eceney. Lecmase of Lhe © Ssdnesing posision of the fimm, the
grents are lell wilh a0 choles. Therefve Hhis fiwmn that bas {le
head start in scguiring the diatriadion chennels through its varlous
scencies end Jeglers wrile leeve 1i4%le or m channels ab all Dor
cogpeting fizus U0 Gighritate thelyr preoduchs. nds monpralicabion
aF detritubive chammels cersainly ivwm on effectlive barrier o
coaapetition. fypical exempled a7 this practice in Malayala would

Lo the case of the lLyewery ant the pebioleun indugtries,

Due 42 the gpecial Lmmrtance AP ¢hie 18sue on nergers snd Lolte

svers in the eomvext of economic concentration specifically and the
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Lhig papex

1f =msve is seisl ab

Sooeovers overseas can be

R DR R SR o
illlaseraces \A-Liu::g&n,“ FE C R o

;o ook ab vie flaves of dnvesiow

in Fxduain durdw 1 An cabisabe showed bhot nesger

activity oot 12 thes copital investment in
fritaln - £ Sus equed Gy alwost dovwic the investwend made Ly the

sanusacturing ey alone.”

In Melarsie, the uge of mexgevs o’ take-overs has Legun to tole

sipmificant Lportence. Thoe medn reaoons oY morpersd and toke-rvers

in Zalaysio ere sindloy Lo Bhe oversen Situmiiong. The yeasons can

e “t - ey o
Lo trvacdly Listed wader Wwe headdpgs:

{c) eassct advantase

W

() trade edveniage.
Yhe esset acventece’ 48 Uhe reidon @ atebrae of the Blater Waller

Lochnidae ~ pooely, acqilring combrol 9P a conpany eb & much lover

price then the prive s0ld ©y endther buyer. For exerpls

Slaley J&J&w 9 LRy called © LJ{:QEJ' N invesued £7OU,CW in it

Soges uere velaed b £l.h mildiou. Lobew, le

R+

G pevse bo Lue presomt “Sleter Velker Beeux wwitics” ond by

some internal process of empausicn and seguisitions, o £70 nillion

3 {& case ook of intornetional
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Fog Yol o o !
In Slde pooticelsx cacco,

F I T Ry s Ty weeriradie s wne vy T me o ek e clesd ey er o - - e
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S8 ": Tal :11‘;’"5- “"’"a’v"" “""“T: £ e e g3 gy R T 4 3 .»; - iy y gy cn 4 ey e A ) e
o dndustey, s peodessisoal ection of acguloing veadbo Chaoulil

R T s el b . £ =
those procedsos would corbadndy deberiorase tie alvealy ol

prea of eConudl concenvretion end Lhereivre necessitetes govermaental

T nabional ond public inberesis.

supervision oo oo in line wi

The 'trode sivanboge' rees is wore Jlreelly related o Lhe
pespopdic conceniration pooilen. This io cagy Lo nnderstand LI

de b the mo vecelve? here. IDriefly,

exasinetion 1o
£

S N g
V’3¢. wlf} fw's V.,.Ilu(?ws}i‘ b0

- Geononics of Scale - especlally in horizowial unexgers.
Lesrpamicy of scale cen ©yrm oen effective barrier to
cagpecition and Ghis 18 pamxmd.&r}q txue in the coatext
of o developinz country lile Mplasynie.

e Imsorin: vew seterfels end supplics - a8 carlier mentioned
2% z.m;’ eoge of backward verdlcal integration, e merging
i ey clnie i;.:;; ‘“”J{J;LGS o zow waberials from 1 Ja
ita e _‘{chita;a .bf}' bringinge i.t”mz; & Larser or Lalke=over

af the supplying fixa.
5306 1o recelved e

- Dinoncial sdvaalgoes - thls advand a8
aﬁ;’ %m comtylfisal force creased by large fimms In theixr
&gy ,a.»l ¥ = both 40 Serns of loans and ralsing
lec UATETG JNk chopes in bhe sazked. The damenc on ‘he
c,,a;ai'i;m it . Lo Dhe noacious nambers of indusiries in
mﬁe:i lasce r:n‘m of fwnily 16 expected o Le
e & il oa uh&ﬁ "’33’.1;&1-1)&!1 e

Proa l‘”

dlslon, Bveet and

chotie invenddon of the pesson who

L ol b P ol P

sl etk mek B §

T
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LDE s explanabory
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g of the

seings

rH -

Gale o noexb, ;;i; ,}ﬁas.a 1o be poinbed
«-‘Z;i’ f}* i@&l 13'" £ bm%uue{} {{;iﬁ,

1;.
> f oy

L m:&

ke si‘ iie .J.ru coand e:rm"s. ﬁm
-aipbes the iBgsue of i‘aﬂ&'&"aﬁ ifor the
ﬁs";i.z*; 0f such ghaves oa the Siock Hxelan
_xﬁgi‘ual Issues oomgittee could
jeckdve oI mes wl; protecoling the
:Laqm furiber at the ghave mmzlm) am%
activities of persons and corpasabions that rre I‘Cm 5)3°
Siide . the fuwther concantrabion of wealllh In the
oYLy .

sivenbeses ~ this 15 agaln au adventege that
1g Lotally bolne sbugel O Sune GEGanv Ly vig fi-us in
lalsysia. It involves the elimiy Jnn of marketing
sblets of the fira's vivals. This can he done elther

'333:;}‘.%}1.3;#«;; l‘*rm » g 37, i.’fl?«l RS .

- lMerketiog

G,

3 41 51%?3& ‘%v £ 503 ‘.,g',;;:.“

a:I«‘r‘o* g U&:J:‘i:\l& i
7zef Abgnl Azis . ""*"xas bcc:v. y of CIC, "Ihe Gﬁ"s)ital Igzues
Canittee”, ihe Agz.}_g{aian ”"’)C:*alii.“ill D5 I'ravcs «yr*zz eﬁzzﬁ sles,
p. 2. (Intervioy condueted witl i on Dete '

&
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io e xi*ect
DLisiing o mmo 1y in Che

A gxeat ceal of Ghe protlens o sesnomde ewncentretion in

dadgysie ds cvewbeo by tho

Liinational Corporaiiong (Miks

Ve V. Ranapai

yasice Acviser ad the United Mployen Deaking
Corporation (W), feels thot the pavtern of owership in foreirm
hands i3 still the case fHr Holaysla. e estingued that abous ¢ 0

5irar wulber, tim, Tanizing, insureusce end vholesele trede and @iouv

&
c

GO of our Shdppling 85111 lie dn foveden ua:&&, and. out of all
these fored z vvmershdp o gront bull of then comes unler the a*.mtml

3% MiEs.

orper of the glote. The

Liie Lale Gu

- x »

is their abdldty o prow

aost comsplouous churachberisiics o

t9 wehalicncentle size in berms of luvesinent 5y plant slze and

rrafitebility and most of all Bhe 54 36 orip of the ravket. It

nas been sals thot oome 9% wne inconmes are bigger or

*v‘ 1)&““ Janal OO : Lot
& . 3 w viem Trvestnont in lpleyroic
sS4 Asir (

b‘”amefs Cuxvenv lscues mm berl




e few. Due to the ubiquitous nature of the MiEs, worldd wide

sources are mede evailsble instead of merely resorting to a singlo
pation's vesources. This factor enables the s to reap global

mvstmmmwmmmmmmem set up

tusiness, their ecomonic and political yowars ere far reaching instead

of beinc mevely being confined to a nation. This privilege Ix

mwM&woﬁtmgmafmmm includinge thoase nabions

economic power o influence elther ecoporde o political decisions

af the bost countbry. sted in
nis book the nature of peliticel activities that MiEs like IIT cmm

get involved with.”

9Ref.1 Anthony Sampson, The Sovere




aom's Looiny, 32U has beaw

ocndsadon Sy TOD s

14 thot tho Cxporyy oy have o

> & LOT0 Lo 2100 Coempndsn 16

rossons thob IUD get imvolved

2f the coopey. e T

sbbain '1otly pase' oo 08 W o

cLenrly sean ty 167 coudyadieation 1o action « 1.e. vhile the

g in Ohle, it wme ot tho sene time
aoporly nerpbisiin: vith the cxzamichs in Mheew 5 open 1P the

mce prtentisl s maxiot .3'3’




(a) ceusing adverse talance of payments;

(b} viclsting the exchenge combiol regulationss

vhere millions of (vilars arc spent in producing
Lagurious

wdities when in the scale of priorities
they are nyt that noeded es yet. ifisallocation heve
includes

ghc., a8 well;

(d8) train drain of natlon's experti

instend of cirectly being retained by the mation
itoelf. This m"ﬁm has beoon

$hat the Goverment recently had o0 wemn the eoncerned
cagpanies ot &> dabthle in buying of public servants,
ypandes involved would be blackelisteds

(e)
(£)

hddde %ﬁé

reglise the fact that the MEs® madn objective is never coincident
with the netion’s main objective. This is beceuse MIES set 3 levels
of priorities in thelr seale of priorities; namely!



(1) +he company's self-irterest which 1s profit

mybivatel;

(11)

(111) host cconmoy'e intersst.

sar own pabismel interest is therefore lasi in the scale of
prisyities of ILlis.

10Es like Shell, Foso, Sime-Derhy, Dxon, Jardine end Matheson,
Guthrie, Herrison and Crassfield onc nany others hold substantial

portions of the nstion's wealth and this weallh is hichly

in & few hends therely cresbing en :

healthy climate taking the form
»f foreion exploitation of the local crket .

The econxile concentration taid t8elf in meny forms coupled

with the mechanism of interlocking directorates force the Malaysian
Lrench MiEs to ect in a certain verulated vay. This resulation has
its s>urce in the parent COMENY which 18 Iloeated in e different

e direckors of this pavent compeny who usually form the

majority of the inperlocking directrrs of the gyoup are most often
citizens or & least resldents of Lhe pavemt country and a8 & sesult

of this the pavticular patlon which is comtrolling this pavent company

may Le eble to enfvree the liticel ideologles through the instrue

in fact it is undeniald

14k UK.y UsSelhoy Irance, Japan, Russie and others make use of MiEs
to effect thelr expansionist policies. History read tocether with
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There is no specific lepisletion in Malaysis dealing with the
protlem of eevnwamic conecentration. In U.K., the lmre %aﬁ.a with

the prollen ave: the ibnopolles apd estrictive Practices (Inguiry

-

and Combrol) Act, 19h6; the !bmopolies and Mexpers Act, 10003 and
the Feiy Tradinc Acht, 1073. In .B.4. it takes the £orms expressed

in many ache, such s the Shermen fch, 100, the Federsl Trede

1Lk, the Claytom Act, 191N, etc., Similar laws as

Campiesion Act

in U.K. oF a Llead of the U.K. and U.5.A. syctems erve alsc emforced

in Indie, Acstrolie @od weny other CRUEYLCS.

Since Melevelp dres mot possess any 3T the stove lamrs, it is
pecessexyy o suyvey the existing laws that eithex, divectly or

indirectly, offect thoe prollam of econnmic concentration. The survey

5% the presend lowe axd & Survey of the econdnic and busines

are the two moet Iportant pyead %o to stucdled before an intelld it

cynclusion can be male as to vhether we naed $o oo beyond what the

present tusincos - yermlating lews are offering in M
2 same of the statutory laws in Melaysie under the

chapter cxenin
varions healingg, &mﬁiﬁéﬁ

(A) 7Tiscal enc oiber Incustriel Control laws.
netyiel Incentives.

() lews Ceolins with
o with Terdiff Pratection and other related

(¢) Laws Gecli

B T

LT EATIL VEE T A B A A m e



(E) Industrial Licensing: polier laws.

{F) The Companles Bet, 1S,

=8, e e emate s e o e e
“he law colocliy bo oons

SO proseatlon 18 olso uendd

B

passin: al the enl ol the Clapter.

(A) Fiscel en’ soiex

bigtadiad controls laws
The conbeols inwlved heve ore:s

notary control.

(11) ixchenge Combrol.

wnetery exniols is civen a Tyosd meaning & es to include nod
just mere money condrols bub also controls of issue of sheres,
debamtures, loans, eic.

“he exchange conbrol is necessliated by fHrveign investments and

shuer iptermasiopsl trede praciices and thedr subsequent repevcussions.

The mein goveraamt instltution Ghat emercises fiscal controls

1250, The principal objects of the Dank,

of Molaysls rdinamce,
N 1
dnber alls, oxe:

(i) to promote monclary stabllily ent e sound financial
siructures and

&

(11) o influence the crells aivu

the Federation.

Teage two objectives cany 1f chosen, be construed very widely. It is

Lent for the Denk to have guch wide objectir




unprecletability of the coomale trends, Toth et national and
frternational levels. The Pan': has, therefbre, yowers to monitor
the eredit situntion of the coumtry s ap not to let undne concen-
tration oF ronoy prwer be vested in o fow bands. This can be done

ne: Acty 1973,

read togetier witn the Centrel Fenk oi ledaysis Jrdinence, 1958,

through varisus weys. Flvsily, by virtue of the D

which gives tihe Combzel Bami: the duty $9 sdvise the poverrmam

financial natters, the Centrel Dank can influenee the Finance Ministex

2

suing ov revotetion of ldeences t° banks.” And Section € of the

ds ot have uncontrolied quantity of monelery INSUIUNEN.A |
nends vhich can be ciused to dominate the capital mevket of Halaysia.
Petails eve provided in the Denking Acte 1073, for the enforcement of
the ownership combiol. Any kind of reconstyructions within toe benks

nave to Le duly apovoved by the Minigter firat.

me of the mdst affoctive measures taken 1o eortrol the domines

tion of the capibal market LY indivicuals or corporatioma 18 through
the control of losus by banks and other credit institutions. With




Qf ﬁ& ﬁ)mfﬂle i 'Jf ﬁ:{fﬁm:g 1w

bre they lend toney, &
or securities &2 ary D0y, thet i, includdag any corporetiop, 8
compeny or trench cbe., {other then e bonk) which 1s resident in

mplayeia and vhich 15 combrolled, divectly or indlrectly, Ty roglcdonts

P o30nG rydoed A Sim Y o
of eyasries subslle llaysiz. This peruission ls needed uhen the

sollove inclusive ‘;.‘. interest

peyable. Combral 3o new

in i Iocal reoources and thered fors gy‘iﬁﬁtg stould e given €O

- eonbrolled fadustries, Db theve s mo comtrol of mOney

recelves fra mibsice eleysia inbo Holaysia +o £orm investme

Tt ther ave vesilaied by Lhe Zuvedon Inves tment Comadtteo f,. )3

aviomns Ty ﬁ?l’:“ﬁié‘;-%’k-‘w;nﬁmueé fimma for local credit

s 51 miillon cxe spproved, Wb the allowved

LT Ew W B

is equal to the flm's pall WP G 2bal plus ite undistribvubed wrofit.

Theyefnre, bere Uhg voligy adogbed i3 the "1:l policy”.

popsible ratlonnle, shat ise the dlaimbegration of concentration :
=~ dlvectorgtes. Stringem

credlt facilities tiwoush interl

eonstructed to vegrlate and conbyol loans to the bank's owm
Cirechors, 9% W0 & 2oz dn wiiceh the Lank OF QI af 1ts Jixectors 18
or o agent, o L0 ey inddvitual or

interested as perbuer, X

tor or 1o ay

iy of won or of vidch ey 2f ibs diveghors is e
45 be relsted to the bavk Wy virtue of

carporelion vhich 18 ¢

LFY

Eﬁee Chapter



the Companies Act, 1077 (Seation 7)),

P - T T
Pext V of the jenidine

3, have asong otber things ae

their objects the nrovislon that onsuves. thet relabed persons oy
bodies $o the bank concansl & not obtadn unme adventaue over ouler

unrclated persons or bodies in obtedidn: the credit facilities of

32 3. Yogimmis ETfemerm v wt st e oaw " s, P Iy ) ] ; ,
GG LaK.  LNeSC provisions aro Lgpurtant bocgusSe thay ensure thab

Goveh of dovestuens and eaplial <oos nol only concentrate ca the

dew Indiviiunis o1 Lolles wio boceuse oF thslr relatdonships oy

1

adventagerus posivion cuald stand o Lotber

(4

Y

Prajecis al Ul txpa

€@ Y GUHELE.

in trade exegpu in Ghe course of sallsdaciion of dabus due o it

i0x the purposes oF cavyying oa its banking business

aaturally 8> becuuse sltheewise the Lanks

 Con make use o thely owm
crecii Jacilitvics wick ere contriluted by the public to Linance
thelr own tredin: scbivities and tlws fowdng o concentretion of
capital enl trading power in o contimous t:h&é.nnlike position gninding

"

the cenmcrdiiaygul ihice leadl

¢ T ccomnaiic concenbration.

tue dvove oljectives, Paxrt VI of the Act lays Jown the Centipl Dank's

powers of supervision and contenl over all baxks.

4, reculates and controls the

The jorroviag Copanied Act,
eetivities of borrowing cxmpenies elons the seme line as the repilaw
benks., The provisions that

are velevent hore are those thet deal vich the restrictions of W&'

%ie:mé end controls Lrposed -m the genc

2
which algo includes loans o divectors.”

kmm £0,
i}swmaa 21.



*cdrector! 4o ine: “ho

¢s; hasbend, father, mother, ssp ox

#

daugiter of o Jlroctor. Tiis is mn obyd ious altemps, inter alis,

2 prevent concombiation of aohey witidn cextaln fanilies or SrOUpE.

L e

DOFTOVANG eXRics we alsd urolliitel frow aeguiy
Gy ehrpaiaeLon, Lusvesble propeaty ov ey teseficiel intevest in

e aERE o . e
Loy & R SRR T Rt L U T TV
any o ke ss with the onng Cphe Jaerbral Pank

Lae leglslutinns poveri

0 Uik Deuke, bDoxvoscdng coipand

woher credlt inwedluvions have abbagried 1o glve s

2 powers o

r Lhe Cambyad Do o the Fioeanco Mindoter to deal wish the

Frovlen ou poseicie wlsallocebion of the credlt focilities by these

credlt institetlons. It is o cous 5 ecopomista that

S0 Coneepilon
crecit Incilicies wre ecasler 4o obiadn by layse coxporgiions ox

o s e, N Toyom mmy . - Vs v . K .4 h
peraune Wi Dave e coyrert Inferlocidng lunlercsbs ln thc capital

the zador essence of indostrisl

aaxiot.

Sevelopaent, the contmml of capital ddstrilbubion is {therefore the

T

eifsctive metind of caswedn: ddsintesration 5% econonlc poves.

i §

it peeds o e polated oud thetb widle dhe legdslotions arc present W

feal wwith the problaa o8 econonice concentration through the propex
eonbrol 3f creidt facilitles, enlvrcoueut of the lesislations have

tean vexry poor. In dect in loloyaln, Soe uexia alb the b

corporation the Ldgeer the rhare ol credit faciliides oltaipelle is

ER R

sti1l the nle today. This 1s especilally true in the case of
enfrrcanent of the rules of the nerchent tenks who have {0 play,
wons several others, the speeial rsle in developin: the sorieulturel

%mm 2200



proviiing a sophisticate: systen >f eymorate Dinancing, incliéing

to those corporavions iw apply o uerse oy Lnolve in take-overs.
ihe operstionsl juile-iines, epary ivwa lecking the legel ssnction,
doed url seel tu weldeve Ghe wb,2chives of developlug Lbe leas

(B) Incontives

The Hew Ieonmic Poliay of the comntry incorpdrates many

neasures ained au encoureging the prowth of indust

ies. me of the
mesgures enforoed under this new policy is the plvine of incemtives
o newr firms vho ave gtill in thelr infent stage of growth. Incon-
tives in this combtext has been given » broad neaning, |

1971, end the Investoent Incentives Act, 196U

incentives which is confervel 1y tie Cudtwis (Maleyeis

The nbjective of the Investment Incemtives Act, 196€, 18 to

encourage "Ly way of relief from income tax and payroll tex the
establishment and development in Melaysie o% industrial end other

e o B ERe B R ome

TEERPIISTT AW R xws

commercial enterprisea, for vhe promotion of exports and for incidental

and related purpdses.’

Iy Seetion 3 of the Act, the iinister of Trade and Industry may
Ceclere em industry smi the products of such an industry, % bde a




30

0 3% "“:‘*L S ) S

LAl W R

Coprnauete’ respeetively, and therefore

recelve the sovaniages coaferred '+ the Act. Thare are four require-

i3
R T L U R Sy + . -
REALS Lo Lo wet Lefore the pismeer gistis can be ézf:iven:&

(a) tiat tue industiy is adt being carried on iu Halaysie
9L & cameicial Scale suluabig to the econdmie
Tequirenents or develomment of Malaysis or at all 3

(t) thet there are favoursble prospects of further devalope

nmens of the Industry including develonment for export}

(¢) “hat there sre insufficien: facilities in ilalaysie

©2 engble Hhe industyy 4 Te carried on on o commercial
scale suiteble £3 the eemdie requirements or develop=

meat of Malaysia including Cevelopaent for export;

(¢) it is expeddient in the piklic interest to emcouvege

the developaent {inclaving development for export)

or egteblishment of the industry in Malayasie.

dhe priviieges conferred Ly tue Act can take many iowms, siue
o1 uidch ave tex relied, investmeni tax credlb, export iucentives,
export sllivence, znd puyroll tax ieldedi. Iote that some of these
privileges are elso given to avneploneer ciipenies. The Iuvestwent

S{as pasvide 10r Special investment

incentives to electronics, hotel an’ high labour wtilising industries.

It plgs provides iancreased capibal allsvences 10r approved projecta.

bsection 3.



conindion that the investnment

e dndagiries with sone amount

e £iims ave af one of

the o

It 1t iz puimitted that the Act does

gsé'- o + Zrte R S . . oo % oy 1Y .a.x #
LY sesk wo egealdish aonomollics. intention of the Act is only

Lo nrotect T

WA

Cour time. Lnce
the 'infenl' stace is over, the privileses would he 1ifted, snd the

industay hes T cyov on 135 o In competiblon with othexs.

Ly ewae of ohe officers in

R

Folullsioy sae oi the lndustries receive alansi perpetual pliueer
gtatus even though btae indusbries are vipe emough o stand on thedr

owri. 2his, 10 is suballved, is % puklic interest, because the

Piams dnvolves tand o zake axcessive profits, wlich is a characie~

risiic of rompolistic praciices mad is certednly e cisquelification

AA"“\

when congbtined in the light of Seciion 3 of the Investmens Incentlves

Teonrle oomcentration id o jechbioneble wupeclally il whe aluses
gre nractised witiin the nation itself. .m the internatlonal level,
some nosions would encourage the growth of monopolies so that the

fiius cen cxipebe Levter inberns tionally if they ere latge cnowsis 83

smies of seale., Thsredsre winopoly industries

ceeiin; exclusively in export trade woeld receive Little objection
from the pabion's consumers, Leceuse tbeir (vhe industries') activities
&5 not affect them. Ine Free irsde Zone Act, 1371, amdug some other
of export trade in Malaysis.

things, seek o encourage the de



arsa to e g Ifree

05 parnitted within that trede

free trale
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womeoket advantages o the

talpnce of goynents is

ts mive sy advesbases o all to

(C) Zaxixi Probection and siber Feisbed Mattexs

¢ policles veopording Sardil paoleckion and other relased

watvars need o be scowbinised cisuciy betsase tarddl protection is

o Sl o toe wo veye i restricling btasinges wition in e

P

intormational and nobilonal levels. Lhe protective measures granted

under iAo polley imluae“’ t

[E AR I B SRS o
- ChediEi protoetlong
#

- dmport guota restriction;

- ameppeion rvom fmport daty and suwrtax on vew materlals

of pone womopolistic practices in the Malaysian local werket. This is

? 1£f Assistance - produced Ly the Federal
uidelines £r gebting Tard e
Infastrial Dovalopaont Authorivy {F.I.D.A.), Malaysia.



88 a8 remilt of

facturers recoiving: on advemiage ovey

forelm praducers Yy the mvermeent rengnves o dseriminetism

arainad those Mrrelon oocg.
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S0 super nveinabiopal monopoly

boenesuracdn; the jrowla

By R R S L L R T 5,
I LI GIE LIIGGLTMAG. b3 a0+ 5

Ihese meestres are madaly audoresd with tbhe auchority given Wy

soien Comwpn Tarifis) Act,

B owde I

Lok HCUg A :!"’5 Filow

(D) ZIncnetyinl Liceasing Policy

Prior o the ressing 2f the Industrial Coorclnavlon Ack, 15

there ves oo systamiic licensing noliey of trade ond industyies.

The Musiness Lesistretion rdinance, 1396 mercly facilitate the

s i vecords o1 resistretion of the ueinesses in VWesh Malaysis.

., E ‘é} ]

¢ coes not o vevond the Gty o7 regisbration end

Bot tuds Jrdd
es such it could be seid that lalaysle did mot bave any licensing
paiiey 0% lopsl chaniing prdov o Ghe pessing of the Industrial

strial policy that wes then prectlsed

The Investment Ineentives




Incentives Act

%Ae \,

ST L

Dol

inatlon Act, 77, Wes are e with the atjective of

eodriinatins the eniirve iy

e g
T s

T T 222 um-d (v lemay
Ly the HMindstyy

Indusirial Cropdination

4 ‘«E«. w {1 .,,&su/ &J&ASW % u 5y IKQ ?}’3}3

VOIS lakely CORES wuere

vesteiul competition vere el by boa antey of i

caries in o pavbicaler industry resudd

in the intervier with Incik Amver AJl - Penolong Pengaral
Yenerberian Perdagencan dea Perusslaon, 22 10=0=TG et the Ms%ry
Trade and Industry, Keela Lumpar.
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the Hlodstay'e supervislon and

whie passing of the Act is
rghansive Iandyimation
ul for e plaaning of
Mintoiyy was ool in the

> sae wees our indusliies
an industry can
sancy to the very detriment

ion o2 a vinle.



The following matters, among
others and their corresponding conditions vhich carry the Hew Bec

Poldcy wauld e given speclal emphasis:
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aithin the capbext of ooeh vertleular cese. The tvasic

1den is Lo encournge Yhe norve osteblished fiyms peyticalarly
shose vith superiszr movkebins lmowehow and inbeynational
comnectiong 4o stert oxoovbing &0 as b enlarpe the
industry's existing market., FPilmag that intend t0 conme

in indo the alvesdy eongested industries would Le given

the styvicht conddbtion on spprovel thet thelr products

would be shrictly for export only.

K o 3L S SO JOE. 5 SIS I e 1

8, 3 oF vl AT nronmibAts poreon
s,

AN

oy mersos from aryy mannfacturing eetivity unless he is

Insued o licoice L respect wi such mamlacturing activity. And
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wl

8. 4(3) ans £, I( L) oive the Minister n wide diceretion vhen

eonsicering an spolication. The #inister neers +3 congifer whether

the ispue of 2 licence ig

2 An the matisnel interest and

dhethey it would mompie the wvieyly develommens of nmomfhchurine
activities in Malovaie,. Too Mrigior f8 olso wiom vhe wride prrey
of frmosin: o

1 Biwe 1dee

alea v the

exmittiang

D R I e AT L T e Y Do e R R BT - w T s 1 T O s TR o vt
ool shossimodonrst Dds of Lods Shan vwo hundzed and

{(v) Vil dess Ghan buesty iive fuil vime pald employeo *‘ﬁul'z'

The licengins +° metants an? trade nexks is carvied oub undey
theiy various ordinances following closely sl the lipe of UK.

Qf

lws. In fact patent repistretion is esxvied out by neans
3 Kin%c;'om
ciobvation of Unitel/ Pabante

N @ s TT W eyt ey suvesdlewys Sk
valiopiing U.E. patonbs andoy ohe

£ o

Crdinanee, 15h1.

The Lyovbont thing o Tear in mind sbout petents and trade
mexks 48 thas by vivtue of the emelusive use of trade marks and
patents confexved Ly the ordéinances, rompolies are iilely o he

crested. Trade mavka like Kodnl, (ncoe-Oola, end others cresbe thedr

1 sy 4 s e s 2 e
B paer £, Indusiriel (OIrdinacion \»-iesy
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(£) Ine Componies fich = levised 1973

As in the other enmetrenis laoked at nreviously s the Commanies

Act, 2063 vorld elss be stuiied in the Light of the concentration

problens,  Yhere ave penevelly frur main srvees to e 1doked into im
this resmee?, nenely:
(1) alifieatdons and »estyictions on Alrectars and
vonesdns Areotovs:

Ed T el i ® o e tpm .y X
(11) ‘estrietisng on looms ond investnentss

clatlong pervedning 4o voling rightas

(1v) Arzengemenis and veconstructions (namely mercers

vestrictiong on cdvechors end mamncing

P I - BN N S A T s St e Bley ]
YILLIE LUl ULA. SOULerpRasTy J’ Uail L3

[ReREE

does ot pdlow soyone olse olhey Uil e mabural perason (0 Le a

roehoy 0F & CorpaYy. = gnis nomRs o COrDIresion cmaps te &

b
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contrul of subosidiorics Ty bhe pavart oowpeny. fovever, (ua o the

o e

; L0
Yoce Fie. 1, Chexdber
Yo, 122(2).

i, 3
l"“’ﬁ; THbo Lo 9:.;;3‘.‘:;,& ’.3’;}.'{} ovevey Lt the meln ady ol B, (ei)

mt Jecerbralisetion ut Ty he paryoge of Lelng able ta pa‘: 21

uwe sh 8 person or parmna roesponsible should an offence be

Lohed Iy the oommay .

o Le en avlagt ab decentialising

TP T e . e o



peent systen it

to eppoint ‘dummy directors' for ite subslidisries
to what i2 known in politics a8 'power behind the throne'.

The Act dres not provide any share qualification for 2 person
t5 bte & director tut usually the axticle of the company provides so
In the former case, it is even mors obvious thet theve is & divorce
of ownership and eoatrol of the cumpanies. 8. 128 of the Act provides
that a dirvector of a public company

oreover €9 preven% power squebbles among the directors thanselw
8. 126(8) provides that a divector of a public compeny canrot be

R‘“In Indla, the compeny lew limits the musber of directorships
mrmcmmmmammof%m.



ko

the directors.

Some compandes <o provide in thelr articles retirement of thedr

directors by rotation, ui some ave appointed for 1ife. In all

these cases, renoval of directors 18 still possible E_y ordinary
rd

resolution.’” Lut of course vhis is strictly theorys vhether it

works in reality is ontirel

companies concarned. Iut it Is important to mote that the general
neeting canmot direct on manegement of compeny affairs and conduct
of the company's usiness unless specifically steted by the Act or
articles o e 80, In axy case residual povers are alvays assumed

Yty the board of directors.™! Though it 18 true that the general

mecting can vewove directors of vihon it finds disfavour, the board
of divectors can tring the peneral nesting under its grip throusd

the vobing mechanisa to lobby decislons for its own edventage. In

voality, the diviaton of povers Letween the dlrecto
o goes in a circle and the body who hes the beadstart

lﬁﬁee article 7 of Teble A, Companies Act, 1965.
Mgee article 73 of Tatle A, Cwpanics Act, 1965,



la

(thuch mot uncommor

ance whether the boayd of
Mrectors talios the deeision or the jencral meeting Lecause im

cltier case achual Jecision cuses fra the directors amd the gencral

mectdny; ie undy usol as the oard's movhhpicce. This conog

of pover in the Inaxd i Mrectors ia prime facde ¢

it can load €2 a 1ot of other concantrations which ¢oes beyond the

frar velic of the copeny concornod.

Wiciin the loerd of divectors ibteclf, another

pover cevelops 1.0. betvean the sanaging director end the vest of
Ghe directora. Das o techmicalities in mansgamment which directors,

N 1
P

obiaey toan the na G Girecior, are ignorant of, a grest

o

pover io vestod in the ma ¢ ddrectox. ot only is the mana

Cirechor vestod with mwver bl he is ugually not affected by the
'rebirenent Uy rotebion’ reguirement, This emallec him to grow
aironcer wilth tlae and hes coparative advontese a6 acainst the new
directors who would replace the ratiring ones. The alwost permanent
situntion creasted fHr the manasing director enables him to veach out
£yr economic and tusiness comtacts wihdeh are usvally divected at

accunilation and consolidetion of rore business

provisgion controlling the mmbexr of menaging
can hold. In India, & person cannot Le & manapging divector of more



than two cupanien; he seme rale opplies to the ordinaxy manesers

iz Jefeet iz mn

e X!

wrageens of Lhe developmant of Imterlocking

combrol of ewmanies W o sinde wr £ov persons

LA o Othey Jhrechord o ulers

in eny gy, uikochor dlvectly oz indlvecily, laberested in a contract
Oox pEFIposed comiract wiil whe coupary chall declere e nature of
Lis incerest et o uwecclng of the vectors of the cxpoxy.

requives xore claborate lnformatlon of ind

divectors in the corpeany or in awther corporation which is &

GET
raloted to the copeny Ly virtee of 8, (. The provision requires
that & rogiscey be kept showln: the mmber and description of ghares
- pspount of debembures held bWy tae directoy. The seme iaformation
is elso required if those intorests e held in truslh for the
rector sy 17 Le bas any right o Lecome the wlder or if be has,

clyectly or indiyectly, iy ceneficlal luterest du thaa. o

ovn eovmany 8 -



L3

() thai corporation or its direo

Lo ect in accowdance Witk Lde Civections or instructionsy or

(L) be 18 emtitlec &> emercise ov control the exerc

one-tidrd or mire of the voting power el eny jenevel

reetin: of that covprratim.

\

The arove Eﬂ‘}"fiiil) 3 aim ab estallishine

directorabes for inspection Ly the maabers of the coupaly, the

fegistrar of Cxypenices an’ the dnlsber concerned and othey (pverms

L

o s B TS T B LR P = [P . IO R K . e g .
bodies having intenbion of sssessing pad repulating insiness enber-

prlses.

32 lage duwm the peneral Juby o mele disclosure. The

signdiicant point about tids sechion is thet it Jeeus thal any person

i,

R T P R S AP S
WG L8 I5¥ The ULlné

ay heneficielly entitled Go 5% or move of the

.

* -5 & * I * - by Dl . L T 18 = N
iscued equily of & comppanyy vo W & direcuar”  and s
sdbjecbed o the yules of ddsclogure 28 claborated in 8. 134 and

B. 135. This provision thereibre atbegpts ab a0t merely Lyinging

t direccord btub alsy oiley

Lo Yecoxd o

phare this « with some degwee. iha serdou

‘discisgaze’ provieivas ic veflected in the high penallias theb

would be duposad on porsuns offending che provisions.

583 Be 13:)(5).
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23 L0en8 or creddds Lo the direchors - almost glmiler 4o the abtitulie

adopued in Ghe O

ety 175,

bobh cazes, l.¢. the prevention

in obhe hands of the Toinent

P loreovor, vl
-

ningde con be very oxtensgive

conallering Che adansl o

wnans posiidon of divectors o the

r R

2o 0L the Aol goes oven futher in obiepbin

IEd0s .

et

acliieve the above sbjective by probliitine o campeny from siving
oens o Jircetors of anstier capany which Ly wvirtue of 8. § 18 deemed

related B0 the first comy

A direchyr o & @ cen gseel vnfalr neans of gee accurlating

vealth within Ma fand

cireles ow other grouvplngs by deceiving
uae exmeny, the charenlders ond the mbtiie by dealin: throwh
Ulnslder traddinzt. 5. 122 of the Aet thoroudiily mohitita sech an

actlivity Ty frposing crininel 1ighility on tho offonders.

KR

ALty ethods of Credit comuaol Lokes the foxm of peotzlctions

in ipterCuyporaie doans e otllgesions arve iald down By Lobi

T A0 U U N VRNTYE S TR QRN PUCT.
SUBTANGHET Corpralbions o Luandon

e,  Dre stringenm rules on OyIiwing are placed on investuend

1{\
T 54 }gm—l»%’

L.

Interceorporate lovestoents o0 ere regnulated by the Ach. Firstly,

by 8. Gid diselosure of beneiiclial interest in eny share in a private

cxpany 16 veguired to bo uade. The loterest can Le hald eliher by
the coxporgbion itseli or Ly & person acting on behalf of the

s.,m;@%im - Lotk ave caught by toe rule.

lﬁsee 8. 320.



In the case of invesSoens companies, restyictlons ia investment

is executeld Ly peolitliin: the invesiuen: conmpery from investing in
a eorporevion 1f the twotal invostnont exceecds ten per cenbtum of the
net tanidhle eagets or 479 1n shaves nod exceeding five por cenbuwm of

the svbacwibe! ardnary chors canital uf the gazw'z’aﬁion.m

EE TR N2 N P
Lii)  Voblsg micats

L

Comrirod of engpandes Uy oeens of wobing richits is perhaps the

-+
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8L eifectlve nebhnd of TRLDANY Cwidiance. "')‘!‘_lﬁc 3*‘15;‘1-’\'&3; IOV

otuer yighis, are oonferved by the nunber and type of shares the
siarcinlder Lilds - usuelly terned 25 'class-rishts®. Voting rights
vedn: sech an dmportant ool @ sadn contyol of a coupany is usuelly
nale use of Ly poaple wio ave imtorested to gain this contyol.

Usually it is the company combrollers themselvas who make use of this
Cevice Lo obbain greater or increased conbrol of the company. Incressed
wablng; yighis can be b by the cuptrollers Uy weans of vaxriation af

elass rights. The Caugpautes Act, 1060 attampts ol liniting this

strateyy of gach coulrollers Ly heving provisions (hat pavtially
puerantee the rights of Wwlders of shares. Tho provisions eve spelt
out clearly in 88, €5 and €€ of the Act.

2% the Act rudes that i¥ in the case of a conpomy, the

shore cemital of wideh 13 dlvided into diffevent classes of shares
and 1n vihdieh o specified zyxoportion of the Lolders of o class of shaves
o wcg& an variatiosn of thelyr v :.:..*.‘LS 3 the Inlders of not lass

of that

(in the sy

oomse) Ghon ben por cembun oF the issued shares

?
Nl g5 vy
M2 sie W




class, may epoly 4o the cvwd t2 bave the veristion oi abrogation

cancelle’, Ant ©

Jeans the glove opplicatlion not imvelid

by reasim ol consend siven by Hhe arpliceny for the verigbion oy

2,

gy o cam it § e LKA 3 . A = e |y - ) . " p
corsoatlon 1T the aourd is nablgfed that any mpterlal Toct veas mot

A pniape’] b
A R AN ]

2lleans bafhre ther so consanted

1thnt the aove varighion and ebrogation

can olas be chindlens

2 amder £, 101 g o case of oppresaion of g

eleons o0 sbnrelnlieys or rdmooiiy,

Lsmued ghered into prefevence shares

rendm or artleles the

lwoe chaves with respect 4o, ioter alis, vobing, in

Uher shares or other clusses of prefercuce shares.

Doth the sectlons ebove have woong gome of thelr objects, the

-

aypriant wbject of prusecting the vobln: rigihds of sherelolders so

%

in the corpony canmot andily

o o 7 i R R
econiylisrs oy

b aobdeve doddnence of pover over

—rs - oy o2 b e o g e N, U R, S g gl amde e Yo % g B
She aoove Maivebiodns are Lgposed W0 slop She cogpay controllors

*

o i speclal resclution to vewy tbe shevolldexs' rights.

lbueves, the compmy cun still svesrs theose limitatiouns Ly gaing

o cowrs and aak for its senction or €O cwrry wul a

£
4 o + oy

> Eddtion, p. 51k,
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(iv) Arranccaents and Heconstiurtions

Arrancenents and recoashtuctiong w aldi: the furxas-such as
vequeuion of capiial, verietions i rights, Sale=overs and nergers

sty Ploy sig

flcant roles in the develonaent of economic conceuiyas

tion. Zuc She Companies Aci, 145 coes nob provide ouy provision ab

s

all ubab Beeks o ¢.abiol chls ecoaon

¢ coucentiaiion pooblen that is
achdeved Ghwdugh Uue gbove uebiods witld the silghbt eiceptions in the

casesd o1 tie flrst two nethue - i.e. vecuction of capitel and veristion

af righte. Pven hore, oo oo Cooue vhe conbrol 18 lindbed to the
Lent thal the yaie cau Le clreaaverted. Under Part VIT of the Act
(86, 1~101), oniy provieisns veieting 45 the procecure of reconstyuce
tions and protection of sharcinluers and credlisie are laid out.
feither national nor gublic intorecis is consivored ab ail in the

stjectives o8 seetions dealing with this part.

Loneluaion

imlike the gystems wyosent in J.K., Indis, Anstralis, U.S8.A.

cte.y the Maleysian system ©oes not possess a specific legisiation

that deals with the prollems of economic concentration. - ot myy

““p.gs. - Snoram Act, 190 32 U5,
Claion Act, 191 OF Ust.,
M1k of .S,

[

erevs AChy L On ..,
s ACH s 1573 08 UKy
Jbmopolies an’ hestrictive Tracic Practlces Aet, 1969
oi Indiay ebc.




L8
is this so, 'ut & quick 1aok at the sbove survey on the laws
governing private emterprise will lesd one & the incvitable conclue
sion that in

poregate effect, the above laws <o ot meke & cohexent
attet et tackiin: the evoveineresn o puroblaas o ecommiic

concenvration.

hds is especially 8o in the aspect of prevention
of concentratiou. Ia facs, in wost cases s vhe lav seems tO be

Con

ning econamic esncentration by being complesely lethargic.

SAIC DY Lhe iews cven have the mwsitive offechs of increasing

ceonomle emecombration,

{he present systen 0L Legal control of private entesprise is

- o EF
gand varein o aEF o
TAYYO .151 E

PRAELS AT

o Zeonomic Poliey. leny

04 the loisimbions, she Cogpandes foh, 1967, does not

dve macs eonsideravion Lo the interests of the pabtisnu en: the

tie At merely poverns oy reruilztes privete enterprise
ans 2008 28 o probector o these privabe enterprisoes ob the exclusion
DEGThEr cenbiocracions.  Thore wre same winoy sitempls Ly the

w8y theoush vewiows Iewve such as the

Comtrol of Swoplies Ach, 19613

Conbiud 2f Supplics, Pelrdlews an- lectpleliy Ach, 3T FPrice

Combrot Acs 1yb0; end lestly tie Sale of Goous rdinence 1950, and

the Combracts Act, 1250, iut it iz submdtled lhat tae  probections

are only direcbed at a very narrov agpect 57 thie prollen. lbreover,

even within the limited area there are further linitations. For

u.aCé writer's article 'Consamer proiection eas apainst

_ > advertising (wilh specia. reference to The Trade
Ecsmiﬁwmﬁ m‘,, ?)f, sutmitted for publication in the Juurnal
of i m. ysiga Lonipad 2 Temi o




)

czample, in thie casz of the Price Control Act, 10MG, only certeln

conbrolled [ 2ode (vsueily neconsities) ave under the jurisdiction.

In% the evounent is thet, vithout a weln legisiation dealing
vith the Heonmiic Cipeaniyvetion pioblan, vhe various gluses that the
privete enterprise can ot Lavoivad in, apert fron Ghose with regard

2 price and quailty, camwt e successiuliy coversd Ly such remedial

congumey protection laws tocemse theze leve provide only e smell

fraction of the ‘oure’. Vhat we need is a prevenmtive measure with

an enlarge. ‘core’ whiove preventlon feile.
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CEAPTTY THRI
FURLIGH INVISTITND € #2QT750 AWD THP CAPITAL ISSULS COMMETTEE

As poted in the preceding chapter, exlsting legal mesns of
control of econmic concentration is harcly e coatrol at all.
Moresver, in some cases, the lav seems to be condoning the formation

opments in Malaysis
saw the energence of two comittees vhose aim, among other thinge, is

28 economic concentration. owever, recent deve

the conbrol of concentration of wealth in the hands of e mimority.
These two comaitteen are:

(1) Ihe Foreign Investment Committes (FIC);

(11) X1C).

itel Issues Committee

It is to Le pointed out that these two Committees are formed
ander n> legislations at sll.l Tmough the committees have to resort
%o moral suvasion technigues, they have been successful in their aims
o eme extent. This is maybe due to the fact that the committees
are attached to prominent branches of the Govermment, namely, the
Senk Negers and the Prime Minister‘'s Depsrtment (Economiec Plamning
Unit). Perhaps the more importent reasom for the compliance of the
private enterprise to the requirements of the committees is becmuse

m smrities m&xstry, tut this is mt the same as giw %h@
aral sanction to enfhree. The legal sanction is
glven only for its existence as an acvisory body.
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of the fear of private sectors that their licensing privileges and
other privileges mey be curtailad should 1o cooperation be givm to
the two comittees. This is Lecause the committess are of advisory
nature occupying e position of high influence in the Geciagion of the
govergnentu. lul there have Leen cases of violation of the advice of
these cormistees. Ulds will bve deslt with in Chapter b, The present

chapier intends tu introduce the two cxmittess and to hiy

()
sbjectives of the committees.®

Investment Committee FIC
The conditions that prompted the formation of FIC is best sumned
up in the imtroduction of the puidelines issued by the Gcmitm:g

"ihe povernment hes given careful considerstions

to the question of the acquisition of assets o

ary interests, mergers an’ takeeovers of compenies
and businesses incorporated or registered in Malayaia
vhich result in greater conceniration of wealth in
the hands of a minority end in incressing imbalence
in ownership and control. The sovernment hes theree
fore decided, in the national interest, to lay down
these guldelines to regulate the scquisition of
certain essets or interests and mergers and takee
overs of companies and businssses in Malaysia,"®

ine terms of reference to the IIC, in agivegate, relate to all
those business activities concerning foreisn ownership viseasvis the
Liew Feononle Policy. The Hew EZeomomde Policy seeks to romedy

am detalled wrkings an’ objectives of the two cxmittees are not
amimlewthemlmc. As such the writer has to rely on the very
ragtyricted information that 1s obtained Ly ixrberviam ansﬂ through
some reading meterial dealling with the general character of the
commitiess.

3pated 20th Februaxy, 197%. (See Appendix 'B' for the composition
of the committee.)




present sliuation vhere foreisn owmersiip and comtyol of the country's
major econmilc activities are too substantial eand there is a narked
imbeliance in ownership between Malsysisns en¢ foreigners. Foreign
investoent is encouraged only if the oreigners are willing to give
visille benefits t> the national econamy.

The FIC has set out the general guldelines for the regulation of

scquisitions, mexrgcers and takeeovers.

Among sime of the move imortent guidelines set 1y the comittes
includes the policy aceinst the acquisition of interests which incresses
forelon ownsrship and comtrol to the detriment of the already unbalsnced
pattern of Ws},ip in faxm& of foreigners. fTherefore, the committes
has formulated e pulde vhere in any proposed acquisition of assets or
eny interests, uwevger or takeeover, due comsideration muist be given
t> the national economic objectives of incresasing Malaysian participa=
tion, particiiwrly Busipuvrs participation, ownership ani menagement

and other such considerations.
The committee has listed down six situations where the policy
3

culdelines would spply:

(1) 4in the case of proposed foreign ecquisition of interesis
of eny substantlel fixed assets in Malays

& 3

(11) 4in the case of proposed acquisition, mergers or takew
overs of corpeanies and businesses in Malaysis which
ghift owmership or conbrol into Loreign hands;

Faf: Cuidelines for the re@;latian of scquisition af asms, nergexs
and takeovers - issued by JIC on 20.2.7hk. (Gee Append

*
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(111) 1n She case 27 & rryprsed scquisition of 15% or
more of Lhe wollng ower Ly any one Drelin
losercats or associated group, or by forelgn
interesis in tue agre pte of S0 oy morve of the

O mﬁima;s é

vBlan companles are tedng

cantrolied in a joint venture scroement

voling pover of o iplaysien oo

(iv) ia tibe case vicre i

O MENAIGe
ueni agreement and tecimical essistance or other
aoYeements;

(v) in the case of meryers and takeeovers of any
corpary 0r tusiness in this countyy ly Maleysien
o3 foraign luterests;
(vi) in the case of eny other proposed sequisitic

0% asseis or interesto excecding in velue of

¢l milidon vhether bty lMalsysien or ioreign imterests.

(v) ana (vi) above seen to give the FIC the duty of regulating
even nt‘mse tusinesses that &ré completely Malaysisn ownad or thosge
that involve Mplaysien scquisitions of other locel companies and
interests. This wouild seem to be an attempt by the FIC that while
foralpn econondic concentration should be discouraged, situations
giving rise to local economic concentration in Meleysia

be equally discoursped & 88 U0 be consistent with the objectives of

“'Zﬁ: is ‘elieved that in prectice, a l*' a more right of vwiing 4
gubstantial enough to galn some gnount of control of & company.
Put the effective percentage ©r control is about 30%.




he Hew scomomic Policy, the essence of which is to distribute

wealtl more ogqually.

It should be moted with imtarest thet the FIC proceduvre

considerin: an application has teen fHrmulated with & certein decyes
of lerality, that is, the FIC has placed the omus of proving that

the proposed scquisition of esgets or eny interests, nerger or teke .

over of companies snd businesses ere not apainst the objectives of
the Hew Feomomic Poliey on the acquiring parties conceyned.

Though the Jetalled procedures and criterie used Ly the FIC
in determining on epplication are not avelleble becsuse of the
secrecy in vhich the cormitiee works, it is suspected that 8 great
deal of reliance is placed on the methnds adopted hw the Unilted
Kingdon lonopolies Comxdssion, hut perheps the procedures ave nob
thet formel as in United Kingdom.

At this stage, it is relevant oo ask whether the FIC is 4in fact
o mind Ppoopolies Conxsission witlh perhaps the posslbildty of its
playing e more active and enlarged rle in the nesyr futuret

Canitel Issues Comulvtee (CICI:6

Thouwl the Copitel Issues Comadtiee is uentioned in the Securdties

Iodustyy Ach, 1073 end the Industriel Cooxdination Act
only mes as wmich as only Lo plve velidity o the existence of the
o wve, In ot the Acts, the Cxumittee is

Cumaittee and noth

{“S@e Appanidx ‘B for composition of the Camittee.
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reierTed ©) ab an edvisory iogy ouly carsylng with it nere persuasive

power. dhe comilttes tes no lessl pover et all in enforelng ite
ohjectives. This is because the fHrumtbion >f the comnittee has mo
lesal sanction behdnd 1t. Ab the present owens, the committes's
Cirections to fiuus or corpanies cau 86ill te ignoved and there is

mw legislation vy coumpel these coupanies to oLey the directives of

the committes. Iut in practice, most companies s obey the committee's

directions Lecmase of iear oi repercussions coming from the goverrment

28

& the dirvecticns are mot complied with.

“he Cepltal Issues Cormittee vms set up by the Minister of Finance
in June, 196U, the purpose beins the proper resulation of the issue
2f sheres by puilic companies in Melaysis., The function of the
compitiee, o put it simply, is to reculste the issue of ghares and/
or the listing of such sharee sn the Stock Ixchange. The ides behind
thic io meinly to peovide adequate proteoction £v the investing public

within the fromeworic of the law and govermment policy.

The frromtion of the CIC vas prommted by the fact thet the
Malaysicn patlie had suldenly become more involved in the business of
the cepitel morket. 7his creeted a deep coneern in the povermment
anc vhe frmation of the CIC ls divected to provection of the pulliic.

The cormittee seeks to protect the public through meny weys:

(2) by meking the companies concermed in the issue of shaves

digeloge infyrualion of material nportance, payticulsrly

in the prospectus. In aldition o the requiremsuats of
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she Coapanies Act i mitbee alss secks to

Asadn Jebailed indsrastion ofr dinancial statenants,

forecasts, legal and contractual relatisnahips,

I3

contiioid

25 Llaterest watiurs and progerty veluation
G & koubdue chechk List oy vebtlag Durposes. ! ine
cxmiviec alsy iavestisates lato the Divectors' shaves
wlidngs and oliings through nominees. The lstter is
Lot inporbent v Lring to light because the mecheniem

0% shexelnlidngs throagh o

8 con be used by a
peraon o in Zact control many companies without the
;& glent
asiopoly emstitabed by these compenies acting in

concert. These detall informstion is aleo officially
oy uneificinlly submitted 47 the FIC for the determie

mation of the ecomdmic concentration problems.

As caxlier piinted Jul, wnjust enriciuent can e caused
Ly persons v aluse thedr prsitions in the companies
at The expense of sharewldere - this 18 in relation
o e question of confliet of intevest, The CIC
ensures that Shers is no coaflict »f interest on the

) ol ")b@;g P& u&i u.ai‘ﬂﬁ In cazes m

paxy Of company Do
certain iuvestuente conflict witn principles invalved

in acguiring fwkis from the putlic, CIC ens

7}, efs Leay Btragits ;imzﬁ e

wsiness Clmes, lay 15, 1971.
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Such: invesluents sre divesied.

(¢) my ensuring a proper method of valuation of major
assets of the capandes concerned. With regexrd 4o
s the cxwdblee Las recently stated in its letter
to the Biock lxchange and sUier legal and finsmcial

adies Lhat it is concerned over thie indlsorimirate

eveluation of asseis by some pablic amﬂss.ga In
these cwpranies the assels were bein: revalued fov

the express yurpdse of ercetins surpluses which were

subsetiently used for the imsue of lLonus sheres. This

illegol neans of creating Lomis sheres can be used by

the contrallere of a company to gnin conbrol of the

(4) Acuin ss a watter of controlling pramoters and directors
from selndugr unfeir edventage vhich nay lead 4o undue
enviciment, the commititee prohibits options to subscribe
for shores, where such option is pAven to the coupany
promoter oy divector, and where such option is deemed
13 pub such promoter or director at an unfair advantege

svar other shareholders.

£3

£ ni{w Soe olio Al Aﬂ.
:}i‘ m&f&ﬁom in m-ﬁcarities

Sew Straits Times, Business Times, July 1, 1976.
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Ay

Vel

Hettmtay, wae LIC Lws wildened ito combrol esrecisily in the

onbext of Tomas si,ﬁgmkg.ié

oy companies, whether locally

9 WiLL bave 2 obbein the sppawvel of CIC

-

rig issue 28 shares.

i
-3

tefore they o

b
t.

e only excoption in

the ecase i ally incorporeded cwpenies is, vhen bomus shares are

+ be isssed ouk

It is oivious that the Dawtions ol wobh Lie FIC and the CIC
are cuplemen

fagetions overlap. ol generslly, the CIC 1o more involved wits i

- e PP, WU POPL S, e & N E %3
szy vo egel ocher anvd in fact, in many eveas, tue

wicrs sopect of the internnl af of copenies, especielly in the

area ol secuwxitlce, Although It Lo clafred by CIC that this function
18 merely o mrotect the sharehnllers, tlds ls open to suspicion

L
i

. - g P Feu g Sl 15 T
especlally oo y monivities with FIC., The

Tyth the ewmitiess somn o have edopled the mydern approach

:gbion of econdnic ooncentratisn - that ip, via

of eontyrollin vhe &

the control of ghares, interlacking Clyecvorates, meygere and tekew
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The

18, market comtrol

nathod exployed Yy

e nst in the paviar



>y PN S N TN gy pen e i
People o6 the saue tuad

¢ oeeldom meet Gogether,
even idvr werviment and diversiom, but the
conversation ends in e conspivacy against

abddc, on in gome conbrivence to raise rprices,
3

= Adewa Gmith.

onopolies axe ‘ever vithout the larv
eoessens NOvey withouo fyiends.®

P e e ¢ Y

« Bir Edward Coks.
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CEAPTER FOUR

ECOROMIC CONCENTRATION: THE MALAYSIAN EXPERIERCE

NIROLUCTION

This chapter attempts to establish the validity of the
nypothesis ¢f the paper. namely: that the economic situations im
Yalaysia have reached a high degree of economic concentration that
justifies the intreduction of legal and extra-legal means of

controelling ic.

During the course of the survey of the laws,i it was
sufficiently establisbed that the Malaysian legal system iam existence
today does not provide for any effective means of regulating or
controliing economic comcentrations. In fact, the system does not even
take cognizance of the existemce of the problem. Substantial economic
power held by few individuals sre totally unchecked. The Malaysian
Constitution is totally silent on this point. In the U.S., on the other
mand, there is a constitutional doctrine that equates mON®Y povex off
economic power with political power. This doctrine argues that if
political power is subjected to constitutional checks, why ay ecounomic

power not be subjected to the samsuz The Indian Coustitutiom too

1Chap&ar 2.

zSaa? Valeutine Korah, Monopolies and Restrictive Practices, Pemguiam
Books, 1568. pp. 26-27.
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provides some mweasures to be takes to prevent or uuscramble economie

concentraticns.

For the purpuse of estsblishing the stated hypothesis, this

chapter is divided into the followinms rarta:

Conceptual aspects of comcentration:

This section discusses matters relating to the area
ci study of the paper, the approaches adopnted, amd

concentration concepts and measures.

Market concentration:

This section discusses the market concentration of
certain selected industries as listed down in the

area of study.

QOverall concentraticn of wealth and power in the top

corporations in Malaysia:

This szction makes referenes to a certain gtudy whieh

was vecently completed. This forms no part of the

field work with which the bulk of the chanter is
concerned. This part discusses the overall concentration
of wealth and power in the top corporatioms with

sperial emphasis on the distribution of company

stocks, the economic power of selected top corporations

and the system of interlocking directorates.



D Case samples of Concentrartion Problem:

i N ’ by e P . % 5
This part makes & case study of selected companies

to illustrate the wvarious activities and mechanizms

practised by these companies whieh have resulted inm

the iuriher coucentration of wealth and DOWEY .

gggegytuai Aspects of Fbaeaﬁtratxﬁa

4 e b e T ¢ 1

a, Area of Study

This is important as a point of information on the

limitation and the gqusiification of the survey conducted.

The following industriss weve studied in the cours

b}

the survey:

i} Cement industry:
i1} Tin Swmelting industry:
iii) Steel indastry:

iv}) Chemical Tertilizer industry:
v) Aluminiun indestry,
vi) Tracters industry;
vii) Petroleum industry:
viii) Brewery industry;
ix) Cigarettes industry;
x) Tyres sud Tubes industry:
xi) Metal Boxes industry;

%ii) Paiuts industry.

@ of
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& few leading £

&1;

rms in the vorious industries wers picked

where the interviews were conlucted. But due to the secretive

attitude adopted (vhich iy quits cnierstandable) by most of these

£irms, quite a heavy reliance was placed on information availsble

"s'

at the Ministry of Trade and Industry, the Statistics Depuartment

o TW 3
F.I.D.A. . Bank Nepara and cther sovermmentsl and privute agencies.

1t needs to be pointed out that the above industries were
studied only in velation to the tralitional approach adopted by
firms in gaining market ?ﬂﬁ&f«é This i8 to say that the industries
were studied in relatisn to the degres of market control. that is,
in terms of percentage of sale (vroduction). of the respective
firms as a pavi of the total sals or total profuction of the
respective industries. The other items looked at under this
approach are: the investwent of the respective firms, their assets,
employsent, etc. The modern approach is applied when an
exanination is made on soxe leading firms of their activities, sueh
ag acquisitions, mergers and tuke—cvers in their attempts to

egtabiish themseives in some doninant positions in the market.

The twe approaches are not capable of complete sepagration.
in weny areas, the two approaches are couwplementary to each other.
For erample, in the case of a tahewevav or rerjer where the intention

of the acquiring firm is to eliminate its competitor, the effect

3”he precise souxce of information cannot be revealed due to
obvious reasons.

4
"See Chapter 1, p. 7,



would actually be an enlargement of warket control by this new
enlarged firm, in the traditional sense. Slightly differeat from
this is the case of a backward or forward take-over or merger which
actually makes it possible for the acquiring firm to control the
market in terms of supplies of uew materials or in terms of channels

of distribution or market ocutlets.

But there can bHe gituations where the traditional approach
act in separate aspects of economic concentration altogether. Ome
such example can be found in the conglomerate etructurs, where firms
diversify the nature of the business they deal in. A typical example
of this is the Sime Darby Croup in Malaysia where there is not just
a mere mopopoly of certain commodities, but also the concentratiom
of diversified businesses under one group. A glaring global example

is the IET‘T.S

The present-study is handicapped in meny ways, especially
when talking of the ares of survey conducted in this chapter. This
is because economic concentration inm Malaveia is quite widespread
but to study the entire situation in detail and accurately would
require a tremendous amount of work, manpower and money. Due to
this, the preseat survey was conducted by the sampling methed,
that is. by selecting a few indugstries and the various companies
under tiem which in the writer's opinion contributes to the

problem of economic concentration. This iz, therefore, far from

SSee Anthony Sampson. The Sovereign State, 1974 Editionm.

LIS AW A e



exhaustive. 1Iu fact, there is & likelibood that a highly
concentrated ares which is mot apparent escapes the present survey.
This possibility existg because of the poor record of information
regarding industries and businesses kept by the various govermmest
agencies. Hoveover, where information was available, socrecy was

the other barrier.

b. Coneentration Concepts and easures

B This is the area of nmethedology of the survey analysis,

fefore that, some concepts ased to be elarified.
According to M.A. Utton.® there are tvwo types cf economic
concentration, nacely:

i) Overall concentration - this refers tos the

proportion of catput or sales in the whole
industrial cector, or an important part of it
which is accounted for by few firms, that is,
concentration within a substantial or the whole
portion of the economy. This type of measure of
concentration makes use of the largest 100 ox

80 firms in the econony as a whole or in a
substantial part of it. This is a much broader
concept of concentration and iz important

because it bringe with it some political and

social consequences.

6uzton§ Industrial Conceantration, Penguin Modern Classics, p. 34.

ST AW A o
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i) Market concsntration - this is the wore familiar

concentration srtructure. It refers to concentration

within an industey, Tt is usually measured by

considering the proportion of output or sales or

assets of the three or four iargest firms in the

industry. o the total output or sales or assets

Of the industry,

It iz importamt to uote that the ahove two situations can

exist independently of each other. It does not follow that if there
is overall concentration there iz warket coneentration. or vice |

veraa. !

Strictly speaking, clie laws regarding anti-trust or L
nounopely and restrictive practices. ususlly refer to the problems .
b
. z |4 - [ “ 1 d - V k

5 the latter conecentraticn, that is market concentration. Hut b
0
overall coneentration is still important to eonsider because of its g

g

overall political and soecial cousequences.

There are twoe main systeus of measurea of economice

gconcentratica which are proposed ro be alopted here:

1) Absolute Concentration Messures

The measure that is adopted here is the concentration

ratio. 7This is widely usged in U.¥., and U.S.A. This
meagure is defined as the ratio of the proportion of

total industry output accounted for by the largest three
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gy

or four fipmg,’

<) Imequality Measures and Concentration

o

This is a diificulr method to 2xplain in wovds.
bagically it cakes usce of ti:e Loremz Curve, which
contrasts equul distribution (ss in a perfect situation)
Erom wnequal distriburion which takes the form of
econanic concentration. This method will becooe clearer

when snalyeis of ¢he suresy ie made.

Yor the purpuses of the present survey, both systems of
wessure wouid be used imterchangeably, becsuse of the different

evphiasis which each wethod specialiges in.

Market Cencentration

A gt

Tie Tin Sweiting Tudustry

The tin smelting industry has thrived for decades in the

Holaysiza econouy and it has enhanced the export value of the

. product,

It needs fc be pointed out that Halaysis has been and
perhaps still is the leadimg producer of tin ore im the world and
not suyprisisgly, therefore, ite tin smelting industry is
sophisticated and luge in size by world standards. But the industry

has been dowinated by only two firms that have been in existence

-y

‘the present survey would not use the largest three or four system.
Instead the writer proposes to calculate concentration ratio by the

largest two firms in the industry.
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¥ T ryvpee 5% P o ol 3 oy
elmost as lung as the tiu mining industry. The two firms are:

straits Irading and usters szelting (now known as Dato Klismat

Smelting).

Harket Comtrol

&

According to the suvvey conducted, the total industry’s

throughput is around 140, ¢

tons of tio ore a year, which is an
equivalent of zbout 75 000 tons of tin content output per year.

The warhet share of =zach of the two firms in this industry is around

507, plus or minus on both sides. BPuc the share of either of the

firms never goes below 45% of the entire market production.

The tin smelting industry is therefore clearly a duopoly
narket with concentration ratio of 1007 (measured by the

k]

production figures of the two firms).

®gee Figure 2.
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Total Industry’'s Production

" o o _— o
aot&‘l u() & f u 1& aéf P = ?!} 5{‘;{1&{) thB Per year
. tetual | % of firm's !
F o] ads A E .
Firm e g production to total
FELL T I0n ¥ L8 »
industry’'s production
) . 37000 tons of
Jato Kramat Smeiting  tip contenmt per SO §
year : E
- = P ; l . f H
Straits Trading tin POW?ept per | 502
year |

“arket and Trade Praciices

ey & § y S
Figure 4
B <* el

The reazons

for the dominant nosition of these two firus

that constitute the duopoly are 23 follows:

Pk s

;c"t

folia

st

Sl

Capital intensive nature of the iundustry - this alone ie
p

.....

8 barrier for a new firwm to come inm.

The technieal expertisc involved in the trade. Due to

the overall shorvage of technical experts in the country,

especially the special expertise needed im this industry,

even enterprises with capital are not willing to venture

into the trsde

Tue two firms have reached a high dezree of economics of

gcale pained through a few decades of growth. The twe

firms are reputed to be some of the world's efficient

producers of tir. FPecause of this economies of scale,

Raih ol A 4

TR AN Ve e
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iv)

v)

vi)
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the firms are able to reduce their coste of swelting that
Bo new firms can ever reach. aot until after a considerable

time of growth.

The two companies have vstabiished their own chaing of
custowers, namely tie tin-miners. 'The choice of smelters
between the winers are alwost fived, with a small perecentage
of miners who are stili floating with no fixed smelter.
Competition between the smelters seem to be in cetting the
custon of these swell fleating group of nminers.

This is cne of the reasons why a Japanese venture

called Oriental Tin Smelter had to close down. This

company had only the support of small Chinese miners. As
& result, the company had no adequate ore tc melt so as to
maictsin & break-even level. Oriemtal Tin Smelter was in
fact excluded from the formal Straits Tin market which was,
and etill is, comprised of Straits Trading and hHato Kramat

Swelting as it only members.

The twe companies have interecsts that resemble backward
vertical merper because of their substantial investment in
the local tin mining industry. The interests in the loecal
tin mining industry ensures ore supplies to the companies.
Perhaps the most important factor that is responsible for

the dominant position of the two tin smelting companies

is the uniqueness of their market structure and conditioms.

- e e

TTEFRTINE T AW A a e



A description of the tin market would perhaps make

things clearer.

ilie smelters rec»ive ore daily from the mines. The mines

meke knowo their interiion o 321! and the quantity of ore they wish

to sell each worning before 10 s'ciock. The aggregate of these
The

declarations constitutes the daily turnover of the market.
mines are given advaasces by the gmelters on receipt of the ore.

. X .4 . -
Butr the orice of the

£

ore ig fixed by the demand of the market and

aiso by the purity percentage of the ore. After this is done. the

T

srice is paid less che advascas.

Tt i3 fe be notad that the derermination of the purity of

the conteut is done by the smelters’ laboretories themselves. Though

the winers can check the accuraey with independent chemists, this is

geldom done because it would ineur extra expenses. Therafore most
of the timwe the winer takes for zranted the determination of the
saeliars. After all, the snelters are the only sale cutlets. Also,

he noted that the suelters do not take any overnight risk

when the ore is sent to the smelters’ prewises. These factore

point to the bargainiug pover toe smelters have ag ageinst the
miners,
on the other front, that is, the smelter and buyer market,

et : 1c
the same Gominancy is exhibired by the smelter.

“as revesled by ap interview with ¥hor Ing Kooi and Chenh Fng Kim,
marketing Operations Manager and Assistant Purchasing Opavxations
}%i&g.age‘ﬂ: r@gp@t&i@'@}_}f} of Datulk Hyramatl SMI.Z!.%-

E@Eef; New Straits Tines, lst Jaouary 1970.




The two smelters offer to sell tin daily in quantities

corresponding to che daily offtaike from their various mining clients.

Bids and orders are cransmitted frow overseas, especially Europe,
U.B.A. and Japan. These hids nay he transmitted directly to the
smelters or throuph a Ioecad tayer (whe subsequently sellis it to
the foreign buyer). Tue bids stete the price and the quantity the
buyer wishes to buy ami thay must be received hefore 10 o’clock

every poraning.

ihe sueliters aseeuble the bids in order of priece from the
highest downwards. and they set against this the quantity ef tin for
sale. 7The price is fixed at the level at which this quantity can be

abaorbed.

Taerefore coutracts are drafted by the smeltzrs and
isaued to the successful buyers (that is, those who bid at or hipgher

than the established price).

A& warrant is issued to the buyer when the buyer pays the
contract price. This is done when the tim is ready. The warrant

entitles tue buyer to remove the tin for sxport.

In the shove swelter/buyer transactions, the dominancy of
the smelter is shown in the following respects:
a) The smalters reserve the right to restriet or suspend
sales if a realistic market camot be made.
The practice of restricting or completely holding

gale is ecertainly a charscteristie of a monopoly market.
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If the smeiters indeed claim that cheily tin market works on
the free enterprise system (which in fact, they do claim),

then there is no redson vhy a realistic market canmot be met

at certain fimes. The vords ‘vot realistic market' certalnly

mean to the gaelters a sarket im whiceh the price of tin is
low. Thevefore hare the smelters arve exercising their

monopoly pover o withhold supplies to speculate the price

Ferhaps this practice is justifiable on the ground
that the systew ensures the high price of tin in the
internstional warket, which subsequently benefits the
nation (being the largest producer of vim). After all,
gimost the eative tiu product is sold overseas., with only
about 1% for locel zonsumption. But this practice benefits
directly two privete onterprises who are agting for their
own interests znd paining substantial economie power.
Therefore, the problem of economie concentration is not
sectied by merely trying to justify the practice in the
above mauner. Would it noct be more beneficial to the
nation if the goverarent were to act as the sole buyer of
the tinp from the suelters at reasonable pricee agreed by
both parties, and subsequently sells it to the world
market with the necessary market manipulation afméd st
stabilising the price of the tin in conformity with the

international tin market agreement. The above proposition

ERN .

IS T A w oA omw

b
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\2:‘};3{33{' (s uﬂi t

ziving the government the

4

-{ating the excess monopcly profits

od by the tvo smelters. Secordly,

5 el g gy g o g
it redueces vadne ceenondie coneentration in the tin snelting

industry.

Due to the mavket power held by the smelters. usjust

E&

conditions are stipulated im the asreement of sale to the

decrivent of the Jocal buyers. Ar example would make the

= nf the conditions in the warrant

jssued by the Datux Framat Smelting states:

twaen received. a warrant will

be igsued o the buyer on the day the tin is

ypon igsue of the warrant,

appropriated ao

the property in the tin aypropriated to this

to the buyer and the tin

contract shall pagg Lo

1. o e I G 4 3 “‘11
chall thereafter be at the risk of the buyer.
the shove condition meams that even if the buyer has

not enllected the tin {vom the gmelter's premises. the

smelter ig uot liahle if the rin is stolem, or destvoyed

by any means whilst in the premises of the smelter. This

is notwithstandiang the fact that the buyer bas the right,

as stated in the conditions, to store the tin at the

snmelter’ s WOrks free ©

zlélausa 4 of the warrant.

¢ warehouse rent for a period of 15

oy

O



75

daya

Lo the date . Y N ‘ , ,
from the date of appropriation and subsequently, a

warenouse remt of 10 cents per tom per diem. will be

chargeahls 12

1i Turther storape is required uatil delivery.
These conditions clearly show the superiority of

bargaining power of the swmelter.

3
g™
g
i
e
f ]

#iraits Tin tarket actually congists of the two smelter—
itws.  There is no independeat body that scts as the

*

varcet condiitloner i{n Firing the price. Again, in this

area, there sy be some scope for manipulation of the

warzet denand and supply.,

Market Comtrol

Straits Trading has stated that over 907 of its capital is
held by local investors. 7his therefure wmeans that the company is

locally eontrolled.

Ou the other hand. Datuk Framat Holding Berhad is a foreign
controlled company. Local inveztors sceupy only about 27.5% of the
ey

interests of the company. 50.537 of the shares are held by

Analgamated Lomdon who are in fact the controllers of the company.

Another 227 is held by Sinpaporeans. Aceording to the 1976 Anmal
Report of the comgpany, the ultinmate Holding company for Datuk Framat

is Patinc 5.V.., a company incorporated in the Netherlands.

12€1aa£& 7 of the warrant.



According to the Business Times Survey of the leadimg 100
and 200 companies in Malavsiz, Straits Trading rank oumber 14 in order
of consolidatad total assets with 152.6 million ringgit as at
Decewber 1973, while Sharikat Pastern Smelting(mow Datuk Kramat)
ranks S4th, with 84.6 2illion rivesit as st January 1974, These two
coumpanies therefore hoid & substantial amount of the nations wealth

in the private sector. (ertainly

"
Pridia

n terna of markat control, as
earlier pointed ocut, both the sompanies would neatly fall within
the category of monopeligtic sumpanies, judging thea by any legal
gtandard practised in 21i the countries with laws regulating market

concentration gsuch as U.X.. 7.%., Indis, ete.

There are also clear indications of practices sdopted in the
rwo cowpanies that point te thelr practice of monopolisation of the
market. They are undeniably a dunpoly with substantial econorie
power. 1t would seem that these coupanies would most probably be &
prima facie case of a wonopuly sitnation for imvestigation. Stress
ghouid be iaid on the fsct that the cawve of their monopolistic
tendencies is only prims facie., Detailed investigations need to be
made as would be donme by the douopolies Comrission dm UK., ete.,
to ascertain the case as conducive or mwot to the public and

national intevests.

Paints and Allied Products Industry

This particular industry ig dowinated by two companies,

namely, ICT Pajuts (Malaysia) 5ia. Bhd. and Sissons Paints (Fase)



Sdn. Bhd.

ICI is a Halaysiap-owmed corpany with cowplete shareholdings
by its own helding company - ICI (¥) Sdm. Bhd. ~ making up a total
B oend 1Y% T i e &3 « ~ . .
of 4.% niilion dollars paid-up capital. Bissons, on the other hand,

is a completely Iritishr-owned company with a total paid~up capital

- .
% £y
L3

of two willion dollars.

Both the companies are capital intemsive with substantial
emphasis on mechanisation. Imspite of this, employment is still
high among the two firms. ICI esployed 232 persons with total wages
of $1.,985,284, while Sissons employed 118 persoms with total wages

of $703,00C in 1474,

Value of assete owned by ICT amcunted to $2.449,746 while :

sigsons held alwost half of this. amounting to $1,323,990. p
X

@ - ¥ P * "

1a many respects. thercelore, ICT is doubly guperior to v

: .

. " > 7 & “li;

sisgons. This is especially true in terms of paid-up ecapital, ?

wployment and valee of assets. And as shoim by Yigure 3, even im
oroduction and sales, the sawe is true.
) Figere 3 clearly shows that while ICI vemains the most
doninant five in this industry, ite closest rival could only wanage
walf of its achievements.
in terms of actual production, ICI has 34.7% of market

control, This is certainly wore tham 1/3 of market share, thus

13&5 at 3ist Decerber 1974.



K. Actusy | b Of Flm's [ Total Seles | % of Fim's
Firm , fo“ Unit o sduetion mmm(mm Fotal Sales

RSP Sort) | RulMioes |

i8
1¢1 Litrep 5,754,540 |  2U.7% 22,536,487 36.1%
Sissons " 2,911,700 17.65 £,183,535 - 13.2%
Industry's Total Production = 16,506,000 litves
tndustry's Totel Sales = $61,908,000
Total $ Production Contribution (of the 2 fims) = 52.3%
Total % Bales Comtribution (of the 2 fiims) e 49.6%

Concentration in the Peint Industyy Figare 3
Meagured By Production anc Seles)
Calculated From 197L figures - Sources &nﬁ&mw

100 | | (* shmded pext
S — indieates aren
R of highest
8 conpentration)
6 | ‘ﬂm b
o |
20 |
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bringivg it within the wen of

finding is further oo

the figure on percentape of ICI's
total ecalesz 2o

u value added is obtainsble, the

‘iyerse interests which gives the

oy
A

per raw materials and at the

I obtainag sbout 1/3 of its raw

- goie are fvom within its own ICT
group of companies. Rackward or forward integration of interests.

as happens here, is sgain 2 facter to take intoc account. Sissons
relies more on iwmporis to pet its raw materials and so do other
firms in this iadustry. Hut ¢ven when the raw materials are imported

scent because ICI being en

\1

v hag means of obtaining global

Therefore here the issue of bigmess and vertical integratiom
giving rise to substantial andvantages to ICI, have been acting as &
gerious barrier to comperition from other companies, present amd
potential. Othey Larriers that possibly exist ineclude:

2) an estapiished brand. namely, ICIL.
b) an establishad gystem of distributive outlets,

aﬂd ﬂ“ “ yate{% hd

¢) prowotionzl techuiques.

P
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n establighed relationship with

construction companies who are the

uytomers who emsure the

evigrence of a market.

[F

veption zhould he
active researeh zctivitiss in its labovatory. This may be true, but
it iz quite possiltle thav ite devotion to research is not as
substantial as to give & refiection of its size, though in absolute
terms it may have conducteld oore research than the other firms.
Therefore, here justificatioa of dominance may mot be found om the
werits of research. Uecreover the claim may just be another boost
for publiec eonfidence in its products. Competition would probably

accelerate the growth of research iu this company.

nominancy has clearly hoen taken advantage of by ICI to
canitaiize on profits to the detviwent of the consumers. This is
safiectel ou the profit as a percentage Lo the production cost, the
percentage being an oxcessive estivate of 1407 or more ex factory.
Thig is indeed alzemiag. if compared to Sissomns' profit percemtage
which is 8.08.

Figures on prefic of the other firms in this industry shows
that Dost of the companies are either making small profits
comparatively, or just breaking aven, or are in a spot of trouble.

Could this be due £9 the squesze effected by ICI?

nade of the claim by ICI that it carries on

e e —
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Metal Boxes and Tin Czne Iﬁdus;zx

In this industry, a detailed study was comducted om four

of the leading firme, namely: letal 3cx Berhad, Federal Metal

Printing, Mslaysian Can sud ietsl Fak

-8

3 g~ T P . A 3 4 & 'l * . -
The total murber of establishments in this industry is

et

twenty-seven, which can be classified as moderately adequate,

congidering the ever-inereansing :

2 for the product due to the
expanding canaing industry end the constant availablility of tin in

Halaysia.

Analysis of the four firms aboveiﬁ shows a peculiarity.
tnalysie ¢f actual production of the various firms show that two of
the largest firms by production statistics sre Federal Metal
Printing and Malaysiau Can which contribute to the industry a
percentage total of 47.37. Therefore even by just considering two
of the largest firms by production, (unlike U.X. and U.S. who use
the top 3 or top 4 wethods). it is established that there exists
in our tin cans and netal hoves industry economic conesatration in
the €orm of two dominant firms. the concentration ratio heing
4G.3%.

But the analysis is pot consistent when the gales figure
is exarmined. The two dominant firms i this casge change . Iy sales

value, the two dominaut firms in the industry are Metal Box and

Iésee Figure 3.
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' % of Firm's Total 9 ﬁm's |
Production To Total (local + | to m dnstry's
Industry's = Export) | Total Sales
, . Produetion . o ‘
| ; _(Pleces) ) |
ES 22,12, . 1.% %35,650,3&6 X ]
sewal Hotal Wﬁ% 63;235 85  22.5% 1,903,020 | 7.2%
wtel Pak C 9Ms 0.0 | 1,318,000 | 159
Hstan Can 54,000,000 17.8% 6,617,02 | 1006
Total mmber of estaeblishments in Industry - "?
Industry's total velue of sales = $ 68,111,000 ,
menatry s total value of production - 303,406,000 pieces ey
Total % of &l% contribution - 6&.3% i
50.3%

& of Indunstry's Salca/pm&zctioh




83

Malaysian Can. The consistent firm that forms the group that

dominates both in terms of sales as well as produetion is Malaysiem
Can, Metal Box, which seemingly has only 7.3% of warket contrel in
terms of production actuslly hes a giant doninanee of 52.3% of the
market in terms of sales. This is easily explained because Metal
Box produces tin cans and metal boxes of & much move superior
quality. This product differentiation is sc distinct that Metal
Box almost by itself forms a complete monopoly over the products

© bearing that quality. In fact, it is rather erroneous to group
Metal Box with the other tin can firms in the industry because the

products of Metal Box is 3 clase by itself.

The total value of sales by Metal Box Bhd. was $35,650,846
in 1974. Compered to the sales value of Malaysian Can (which is
geeond to Metal Pox) in the same year, Metal Box is superior by
gbout & times. Metal Box Bhd. has f»;:nothar gubsidiary in Malaysia
whose contribution to the industyy is unknown but it is safe to
assume that the figure is substantisl. This second compeny is

15
Sharikat Metal Box Tanah Melayu Berhad.

Metal Box is a ghaunt multi-national company with its

ultimate holding compeny being Metal Box Ltd. which is incorporated

iu England. 3By virtue of Section € of the Companies Act, 1965,

thers are seventy-five cverseas companies that are deemed related

15, ere is yet asother subsidiary in Malaysia called Plasticom

(Ml‘ysiﬂ) Sd!ia MO




4 of total industry's sales

60

Lo

20
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to Metal Box Bbd. Most of thege cowpanies are situated in England

and in the Africam States.

Figure € shows the concentration curve in the industry.

It 1s to be cbserved from the figure that about 24 remaining firms
in the industry share the vest of the market, which makes up to
about 25%Z of the industry's sules opr slightly more than 502 of the

industry's production.

Figure 7 shows the extent of concentration im the
industry. Concemtration is sc great that the curve has deviated

substantially from the line of equal distri.bution.m

The Cement Industry

The cement industrv provides a special area where the
yroblem of economic concentration is rather acute, although it is
expected that production figures among the cempanies involved would

be, or is, changing quite substantially.

17 The

The cement industry is highly capital intensive.
cement industry is a very lucrative area and is growing at a rapid

nace due to the need for corstruction materials in a developing

nation like Malaysia.

mﬁm line of equal distribution indicates the proportional share of
the market by the various competing firms in the industry.

1‘7Aecoreiiag to the Business Times, Tasek Cement ramks 57th in the top

100 companies in Malaysia‘ ‘
has ite assets at $71.6 millioa.
asgets amounting to §43.4 miliien.

APHMC ranks at 79th position with

by consolidated total assets. Tasek Cament



The industry ie monopolised by only four companies, namely:

a) Associated Pan Malaysian Cement (APMC):

b) Tasek Cement Bhd.:

c) Syarikat Perusahaan Cement Malaysia Sdun. Bhd.; and

d) Malavau Industrial and Mining Corporation (MIMC).

The industry’s total production is 1,520,000 tons annually.
Out of this amoant, APHC alone takes s big slice of the cake, i.e.
507 share of the market represented by its awnual produetion of
760,000 tuns.m Another 32.97 of the industry's production is
takeu up by Tasek Cement Bhd. Therefore the comcentratiom ratio
of the industry represented by the two largest firms in term of

production is 82.9%. This is certainly an area of concentration

that is exceedingly more concentrated thaam the normal concentration.

The other two remaining companies collectively produces

sbout 17.142 of the entire industry's production.

In other words, 507 of the companies in the industry
produce 32.9Z of the products. while the other 507 have to take a

suall share of 17.147 of the remsining products.

19
According to the latest reports,  the gisnt compauny of

APMC which is now the leading company, is expanding its factory

go as to be able to produce 2 total of 1.14 million tons of cement

a year.

1850e Figure 8.

wﬁw Straits Times, 17¢h July 1976, p. 9,
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| % of Pirn's
; Actusl production
Firm i production to totsl
- (tons) . industyy's
|  preduction

Association Pan 760,000 S0%
Malaysisn Cement |

T

Tasek Cement Bud, . 500,000 329

,mi _ . . 4

ek YT SR Ty

 Malsyan Inductrisl | 60,000 [ 3.94%
Corporatien

Sysrikat Perusshasa = 200,000 TR S -
Cement Malaysia f L

Total number of esmlum& - &
Industyy’s total production ~ 1,520,000 tons

Total % production eontribution -~ 62.9%
(of 2 largest firus)




< [ 4 PR 5 e
Syariket Perusahasan Cement ¥alaysia Sdn. Bhd. too is

expanding Lo produce more copa . .
xp g P € more cemant, possibly doubling its present

cutput.
Tagek Cement is wlse going te double its output.

At present, the Ministry of Trade and Industry has placed
some conditions on the cospanies on the output they can dispose of
locally. Some of the companies are givem export comditions to
prevent excess of cement in the local market. But these conditions
are not enforcei at present, because of the ghortage of cement im
Malaysia. It is evident that the dewsnd for cement is growiag by
ieaps and bounds go much o that even the ever—increasing supply
was not able to match it. The Ministry has released certain
statistics that show this excess-demand situation. The productiom

figures with the consunption figures in brackets are as follows:

1973 : 1.27& million metric tons (1.486 million metric tous)
1974 : 1.386 million metric toms (1.724 miliion metriec tons)

1975 : 1.457 million metric toms (1.39 million metric tons)

With the above ever-increasing demand for cement,

especially under the Third Malaysia Plan, the problem of congentration

in the cement industry is geing to get wore complicated than it is
now.

There is no overseas competition for this industry because

cement is too bulky to we imported. Horeover, 3 duty of $2/- per

bag is imposed on ¢hem. This in faet has the effect of shelterimg
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the monopolists in the {ndustry.

Although oa paper cement is a price-controlled item
($5/- per bag ex-factory). in practice the price available in the

market is exceedingly higher than what is reasonable.

The Ministry officials too have stromg suspicions that
some of the companies in the industry act unfairly by claiming that
their machines break down when in fact they do no:, for the sole

purpose of restricting supply tc jack up prices in the open market.

Petroleum refining industry

There are four companies in this industry of which only
two are immensely gigantic that tcgether they aceount for 90%2 of the
total production gontributian of the industry (that is, the
conceatration ratio for the industry - created by the two largest
firme, in texms of production, is 907). And by sales figure, they

account for 95.4% of the industvy's total sales.m

According to some officials from the Prime Minister's
Department, one single factor for the high prices of petrol in

Malaysia is the fact that these cil companies have become so

gigantic that they possess 3 tremendous amount of bargaining power

as against the government. This is certainmly not admitted by the

government officially. The authorities have been giving many other

20g0e Figure 9.



- %of Pira's Total @ % of firm's |
FPirm, Productica  to Total  (Local and | to
| . Industry's | Rxpert) Iadustry's
. Production . Total Sales

L
t

- toms) | k ‘

Shell| 1,674,749 @ n.a.

ar—_l s |
 E e e =

309,067,838  49.1%

~ Bsso 1,450,000 | a.a. 291,600,000 46,3%

Ty e e -

Total number of establishments 4

| 3

industxy's total produciion “  B.Be
Industry's total sales A - 6629,235,%6

Total % productionm contributien - 90%

(of the 2 largest firms)

]

Total & sales contributiom - - 95.4%
(of the 2 laxgsst firms)

Soureat confidentisl.



smaller reasons for ¢ Loa } :
¢ the rise iu price of petrol. At present, the

. £in1 S rvetes e ) ke T i
petroleun refining indusiry, which is ma inly dominated by Shell and

Esso, is makin 21 ; .
’ 8 exeess: iits. The companies have so far been

2

offieially they nced approval from the povermment., ‘Aoproval from
the govermment has, =28 2 result. become a pure formality and

nothing more.

et 2 .

This is one fudustry, asong mauy others, that exbhibit the
example of an eecomouic power being transformed into political power.
The wmass of pelitical turmeil in which these compauies are invoived
can be studied from the recent developments in the vil-exploration
controversy — the controversy that has even led to some oil-

£1 i
exploration companies like Exzon = to stop driiling for oil and

fuyrther threetening to halt ofher interests planted in the country.

Viiil cow, Halsysia's dealings with foreign oil companies
have Leen on a concession basis. Toreigu coupanies are expected to
nay some royslties aud a share of the profits with the govermment,

in return for which there is te ke po contrel at all over the

corpanies' activities by the povernuent. This has given rise to a

creat deal of expleitation which the govermment has realised - a

realisation which hae come late, though it is still not too late.

. e 5 r {(1ike that of
The gzovernment hag set Up & nstional oil corperatior (like the

£ I ‘ i h 1 of
Indonesia's Pertamina), which 1 called Petronas, with the aim

s SO~

zlzmmn is the parvent cowpany of Tssc.




controlling these oil coupanies. Petronas is at present im the

midst of pesotiati itk ¢ .
gotiations with the petroleum companies to achieve the

government ‘s intentisy o o :

participstion in the petroleum iﬁ&ustry.zi

& eritical look ot the acpotiatfons reveal the long-

O | 5 08 . e v o oan T . i i
suspected case of economic-ouwn-political power of the oil companies.

According to the explanation of Petronas’ former chief,
Tengka Razaleigh Eam.ah: when he gave the reason for Ixxon's
suspension of its activities, Petronas had alloeated to Fxxon
Production 747 of its profits from oil— exploration revenue, but
the company wanted 33Z. He aduitted that before the Petroleum
Development Act, 1974 cswe into force, the government had obtained
only 8% of revenue from oil exploration in the country. This
actually meant that uot only was the government not- in.coatrel of
wmanagement, price and development policies of the oil companies,
but it was also deprived of revenue-sharing from these companies,
whe had and are still resporsible for the substantial exploitatiom
of the comntry and its pecpie.

“he main objection by these 0il couwpanies, however, lies

in the second part of the amendrent o the Petroleun Development

Aot, 1674, which provides that all companies engaged in the

22 $ g inisrer of Primary Industries, Datuk Taib
cording to the Minister © imary Ip ; > Da |
g:m:l %E‘ne concept of sroduction-sharing 18 developm&ntéetiw;eﬁ
tathers*;:lmn pmfit«orienteéa Ref: Sunday Gazette, 6th Jamuary

1974,

% 13tk June 1975.

New Straits Times.

x Em

TRt ROHR RBT
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rocessing and marke:i P -
4 ng keting of petroleun and petroleun chemieals have

to create &« new class of ghares namely, management shares. The

value would be about 1% or nore of the company’s capitel and will be

<
issuable only to Petrowas. Fach management share will carry voting

rights equal to 500 ordinayv ahamg.zz‘

The above sugoestion by Yetromas would enable it to control
the boards of the oil companies and therefore bring the comwpanies

under the strict control of the govermment.

Exxon has opposed the move, and Bhell has mot shown sy

response tu the proposal.

The Frime Mimister of Halaysia, Datuk Hussein Omn, has

very vecently given the dateline of 15th November 1976 to the <
companies concerned to conclude production-sharing agreements with

Petronas. iHe had also warned that should there be no response to
this call. the government would not hegitate to take over the
rights of the companies with adequate compensation, as provided by
the Malaysian Comtimtiwczs The Prime Minister, im the sawe
report, indicated the arrogant attitude of the oil companies.

Negotiaticns have been conducted for already two years, and yet

the companies nave ot come to terms with the govermment. In

fom‘ nillip Bowring, "Malaysia's Petronas: A legislative

: Fhi : » . ,
Overkill’, Far Eastern Ecovomic Review, léth May 1975, p. 63.

$ret: New Straits Times, 29th July 1976.
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giving the dateline to the d2iepates, the Prime Minister sajd:<o

!‘?1"1 g Py e .
For this purnoge,

coupanies with 5

1 &
"3

the govarmment way perforce
b te take over the riphts of the

ayment of adequate cowpensation ... .

fou ure already avave that several nations

today have found it acceasary to take this ecourse

of action.

You will also appreciate that this is a

sovereign right of the goveriment, and this right

has been reaffiraed in various recent resolutions

of the U.K. Geuneral Assembly.

My govermnmemt, of course, would naturally

like to see agrewment reache’ without having to

take over the rights of the companies.”

This move by the poverament is perhaps indiecative of the

unwillingness of the government to further tolerate the over-

exploitive nature of the oil companies, who have been controlling

the economy of the country tc a grest exteat.

It is perhaps, more than justifiable for the governmeat to

take the present

Malayeian resources.

*m1a

steps to stop this unmcontrolled exploitation of

Perhans the goverument would also consider

B SN
Ve .

At

EH
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£heé alresdy complex probiens of .y .
¥ complex prebiens of economic concentratiom of these

companies in the industry. and to take necessary steps to disperse

them, 80 that ve few comparies or individuals as presently existéng,

could become too poverful cconomicslly which may later on tohe the

appearance of a political power.

The Chemical Fertilizer Industry

The total number of estsblishments in this industry is

eleven. The single wost dominant company is the Chemical Company

of Malaysia (CCM). which is a member of the plant ICI group of

companies. ICI however, has auother of its subsidiaries which solely
deals with agricultural fertilizevs. This subsidiary is known as

I1CI (Agriculture).

The concentration ratio, calculated from Figure 10, of ti.e
two largest companies secms to be 637 - which is already am alarming
figure. But as indicated by Figure 10, thie figure is most
yrobably underrated because the calculation does not include the

figures from ICT (Agriculture). This is because the figures of ICI

(tgriculture) is unobtainable.

CCM has an issued capital of 30 million dollars. the profit

and losses graeph of the company chowe that the company ' s profits has

been rising steeply. In 1974, the profit before tax was 23! millien

dollars. and in 1375 it rose up to pesrly 30 million dollars. It is

anticipated that the profit would be increased in 1976 and

subsequent yezrs.



Pirm

g N

Chemical
Company of
Malaysia
(ICI)

Chemicals

Agricultural

Federal
Fertilizers

Total Sales

% of Pirm's Total

Sales to
 (cal & Tndustry's
Export) Total Sales
73,481,919 59.3%

5’558 etmz
4,629,440 3.7%

Total number of establishments - 11
Industry total value of sales

Total % value of sales to
industyy {of 2 largest firms)

$123,876,000
- 63%%

“This figure is most probably an understatement

because of the omission of figures of yet another
company - ICI (Agriculture) - which could prove

to be the 2nd biggest compsny in this industry.

The omission is due to the lack of informatiom om |
the company. Therefore most probably, the concentration

in this industry is more serious.

Figure 10

Concentzration in the Chemical Fertilizers Industry
Measured by w's Sales - 1974 Figures

Souzce: Confidential.



Apart Irom fertilizer

uds a tuatal monopoly of
paraguat.
In the production oi Hvdroelleric acid CCY wae haviog

1004 control

the energence of Malay Sino

Company. In fact

“nistry of Trade and Industry,

2 e o INE g £ ;
Moiay Dino was given the
e R Fale

produce hwedroachloric scid

bezause the compar

: produst at lowver

00 is appeaiing to

7‘%&\;41

ment in this trade. The
#$11 persists because of its

structure. Yalay

According to an oificiasl of the Ministry of Trade and

*

Induatry, CCM has used unialr trade praptices in attempting to

stop rival covpanies from emerging. This it did by lowering its

: new sompetitor. This lowering of

nrise on veport of an ewa

coupetitor because it

coma into the business if it cannot

rs compete with €CF. But as soon as

'y caoved, the price is placed higher

The Tyres and Tubes Industry

Tt is widely :zmows that the greatest names in tyre

production in Halaysia are Iusiop and Goodyear. Dunlop vas

et S S . AR A S S

27:% sort of weedicite.
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established long age, aimost as ¢ld as the rulber industry in

M&Ia Bi&. £ Hg o 5
y Geodyear is @ comparatis vely recent esteblishment which

is. picking up speed fairls

Punlop was and still is eajoying a supreme control of

the tyre market with 43,52 of the industry's production coming

from it. The reasons for Duo

"5 wast coutral of the market arve

easy Lo umderstand. . the only tyve wanufacturer locally

available beforz Geodysar and Vo cape into existence.

Dunlsp heing a rulti-asticcal corporstion with even backward
FLE
& x L " I3 * - «
integration™  in lalaysia enjoys the wost efiiicient gconomies of
geale locally. Owing to the fazct that tyre nanufacturing is

capital intensive and needs a2 great desl of expertise, petential

competitors were not available for a very long time. Tmlop is

alsc very aggressive
effect of making the word "Ly 2" and “Dunlop” synonymous, that is,
when one talks of ctyres in Malaysia, one ugsually thinks of Dunlop
tvres.

Anyway, Dunlop aad Goodvear together form & high

. This ratio is high considering

concentration ratic of 55.1%

B

28

Another local manufacturer of tyres and tubes,

zgﬁun" on has intarests ir. rubher estates — & source of supply of
t P ;" & €5red -~ ”
raw materials.

20y
F3ee Figure 11l.



389,417

99

43.5%

11.6%

Concentration ratio
(of the 2 largest f£imms)

55.1%

773&%7:” pleces

W’i

Confidential.
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2 act Y T SN P . .
the fact that Duniop alone has taken the bulk of the markst.

Both the companies sre foreign-controlied. The paid-up

r{?
2 S Py g ) s g & A 1
capital of Dunicp cousigis of about & million doilaxs fvom

Bumiputra participacicn, 3} million Jloilars from Malaysian

Pt

Chinese, } wiliion dollaers fror

Halayzian Indigas and othex

Malaysiane takc avout I

. dollars. Toraign participatiom,

mainly from U.7., awsunted to 319 ,977,152 (approximately 20 million

dollars). The totsl paid-up capital is 32 million dollars.

Goodyear has Pumiputra ghare participation of about
4.2 million dollars. The others are held by Americans smounting to
about $.5 million dollars. Totzl naid~up capital is about 9.7

EY

million dollars.,j" Therefore. Goodyesr is am American-controlled
company -
nmlop has an siployment of 4%4 persons, while Goodyear

3 .
has about 534 persons in ewp loyment. These employment figures

[}

again reflect the much-above-average sizes of the two companies.

1+ is not necessary o ask further whether Punlop is 3

comnany that can be caupht wnder the monopoly lew if it had been in

V.K. becsuse the answer ts ohviously an affirmative one.

e S

31:#‘;3 at 31lat neconber 1974,
3259 at 3last Decenber 1974,

33&8 at 3lst Jecenmber 1874,

T S
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% of fim's

Fum  omction | 20w
T . dindustry's

(in Pieces)

Dunlop 371,188 7.5%

Goodyear | oe9,639 h.8%

it e 1

Industry's totsl production e« 4,756,000 pieces

Total % contribution of the = 12.6%
two fims
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But contrary to th
N A 18 ek k4
¥ to tae nuch~favoured {mpression that both

these companies have alss ¢k . .
HAVE 3.6 the same dominance in the production of

inaer tubes, Tipure 17 does net reer to spree with this at all.
The two companies contrihute to only 12.67 of the entire
production of the tubes industry., Therefore, as far as imner
tubes are concerned, the two companies have not much dominance.
Perhaps this is due to the fact that Dunlop and Coodyear are
specializing more on the tvre industry. in which case they

togethey have formed 2 high concemtration ratio which need to he

controlled, especially so in the ease of Mmlop.

The PBrewery Industry

The brewery industry is the case of an oligopoly. The
total number of establishments in the industry is only three. The

leading cowpany by production is Cuyinness Malaysia Rerhad, with its

percentage production of 46.3% to total industry's pmduetien.

Next comes Malayan Breweries with its production contribution of

3%,07, and lastly Carlsberg, which contributes about 15.7Z to the

industry's production.

The concentration ratic in this industry is perhaps one

of the Bighest in the comnisy, reaching up to 84,37 (calculated

from the production figures of the two largest companies).

AR AN i~ s foreign—econtr :
Cuinness Malaysia gnd. is 2 Foreign-eontrolled comwpany,

with majority ghareholdings from UK, and Singapore. The total

paid-@p capital is 12 pillion dellars.



4 of firm's
production - $0 total
industyy's
production

15.7%

| Guinness 285,950 | 7’*543%

; bt s - 3
b &Qﬁ
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Melayan Preweries is another forei gn-owned company with
all its shareholdings held by Singaporeans, that is, amounting to

the entire paid-up capital of slso 12 million dcllars, as in the

case of Cuinness,

A rouph couparison of tse sizes of Cuinness and Malayan
Breweries cau be estimated Ly the employment figures of each
company, that is, 580 scd 173 respectively, And aleo, when
comparad in terms of sssets owmed, Guinness is certainly larger.
Cuimness’ value of assets amounted to 22,7 million dollars im

1974, when Malayan Breweries had omly 8.5 million dollsrs.

But it should be strongly noted that Malayan Breweries
has diversified interests in other trades, vwhich mekee it a special
case to consider in terms of economic concentration. Malayan
Breweries happems to be a member of the Fraser and Neave group,
which is the leading compsny in the soft drinks business. Since
gsoft and hard drinks caa be gonsidered to be either substitute or
complementary goods to one another, the category of trade of

Fraser and Neave is expanded, and therefore a bigger wmonopoly share
is eomtrolied by the group.

Anyway, looking at the three companies im the brewery

industry, one can come to0 the conclusion that a great deal of

womopoly power is ghared by each and everyone of them through many

ways, some of whieh are aggressive advertisements, product
L4

differentiation, sromotional galeg, ete. It is also noted that
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Carlsberg and Guinness have developed a collusive relationship

that has demarcated their respective areas of trade. But

Malsyan Breweries is competing with Guinness to gain market
dominance.

But 2 Minigtry of Trade and Industry's offiecial did

mment that this industry is certainly a collusive oligopoly.
Ali the three compenies would have secret closed-door meetings
between their dirsctors or managers (who are foreigmers) to
discuss sowe mstters of wolicy, in whieh case the Ministry of

Trade asd Industry would have no knowledge of such weetings.

There are three main barriers to competition of future
fiems in thias industry. Pirstly, there .s the factor of
economies of secale. All the three compsnies are multi-nationals
with big investment power. A new firm that wants to come in must
have an equal or even more investwment capacity. Secomndly, there is
the problem of technical evpertise needed by the potential firms
~ both in terms of management of the factory amd ia research of
suitsble formulae of their product to mateh the qualities of the

others, who have had 2 gubstantial oumber of years of experience

in manufacture. lLastly, the companies ia this industry have their

respective agents each to deal with distribution of their produets.

These agency. agréements sre exclusive, that is, mo agent can

deal with products from any competing firms. The three companies

have almost Flooded the agency eystem of the brewery industry,
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and any new firm must, against all odds, find new ageneies to

perform its distribution functiom.

The Iron and Steel Industry

The companies exsmined under this industry are those

that manufacture bLars snd rods,

The single most dominant company in this industry is

Malavawate Steel Bhd. 1t is a company of great size - rated

within the top 20 companies in Malaysis. ‘alayawata has an

investment of sbout 100 million dellars.

Malayewata produces about 160,000 toms of furmished
producte per year. This is about 607 of the industry's production
and also by sales. Before the protection given by the government
on the local iron and steel industry, Malayawata eould only get

407 eontrol of the market.

Malayawata's competitors are nited Malaysian Steel

Mills Berhad, Southers Iron Works, Dahyung (K.L.) end Malaysian

S:eel Works.

According to a Malayawata spokesman, there is no real

competition locally, for Malayawata can easily obtain its 607

market coatrol. Formerly, before the protection given by the

governmen:, competition with overseas products was real., Local

firmg had a hard time trying to gell to a limited Malaysian

market.
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It is submitted that here protection by the government
is justified tecause the Tron and fteel Market is limited only to
Malaysia. There is no export of iron and steel by amy of our
compasnies. Thie is becausc companies 1ike those in Japan are
producing and exporting at & much higher rate tham ours. A single
firm im Japan can produce up to 100,000,000 tons & yvear, and if we
have no protection, a 17 to 2% of these Japanese products, if
exported in this region, would flood our market and cam drive
our local iron and steel industrv out of business. 1In faet, this

was exactly what the Japanese did in the recession bafore the

protection.

No doubt the barriers to competition im this industry
are present, but these are patural barriers and are not created
by the companies themselves. Moreover, to allow Malayawata teo

take a dominant position is justifiable because of the following
reasons:
1) Iron and steel are commodities of
extreme importance during wer conditions.

Therefore we need a eompany that is stable

enough to provide this peace and wartime

gervice.

2} The markel in Mzlaysia is limited: there
cannot be &xports. Therefore there is much
justification for a few dominant firms to
exist in this industry. Overcrowding can

Lt L EEielaneY .



It is submitted that here protection by the government
is justified because the Tron and Steel Market is limited only to
Malaysia. There is mno export of iron and steel by any of our
companies. This is tecsusz companies like those in Japan are
producing and exporting at & wmuch higher rate than ours. A single
firm in Japan can produce up to 100,000,000 tons a year, and if we
have no protection, a 17 to 27 of these Japanese products, if
exported in this region, would flond our market and can drive
our local iron and steel industry out of business. In fact, this
was exactly what the Japanese did in the recession before the

protection.

No doubt the barriers to competitiom in this industry
are present, but these are patural barriers and are not created
by the companies themselves. Moreover, to allow Malayawata to

take a dominant position is justifiable because of the following
reasons:
1) TIrou and steel are eommodities of
extreme importance during war conditions,

Therefore we need a company that is stable

enough to provide this peace and wartime

gervice.
2) The merket in Mzlaysia is limited; there
cannot be exports. Therefore there is much

justification for a few dominant firms to

exist in this industry. Overcrowding can

cause inefficiency.
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3 ‘
} TIron srd steel are controlled items.

Thers cannot be an abuge in the pricing.

4) Malayawata, the dominant firm, is governmeat-
controiled, that is, through Pernas’ 307

shareholdings.

The Cigarettes, Aluminium and Tractors Indust:ies“

There is substantial economic concentration in the
cigarette industry. The single wost dominant firm is Malayan

Tcbacco Company (¥7C), followed by Rothmans, the second leading

cowpany. The other company that is in this trade is R.J. Reynolds

which is at present running 2t a loss due to the competition from
the other two companies. All these companies are again foreign-
owned,

Parriers to competition are caused by the attitude of
consumers of helang brand-conscious. The other {mportant barrier

{e the usual factor of sconowies of scale.

1n the Tractors industry, Tractors lalaysia has emerged

almost unparalislled. 3tatistics are not obtainable to prove this

case, but by jmpression it t{g obvious that Tractors Malaysia is

a source of economic concentration in the tractors industry.

344, - d together becsuse RO detailed studies
These industries are groupe B
wet; done on them for 1ack of data. The above corments on them

are made solely based on strong corroborated impressions.
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Another industry that is a clear case of monopoly is the

aluminiver-producing industry. The only company that produces

aluminium in this country is Alean Walaysia Bhd., now known as

Aluminium Company of Malaysis Bhd,

Alcan produces shout 8,357 tons per amnum of aluminium
35
products. Its total sales value for 1974 was $2,235,421, Againm,

Alcan is a foreign-owned company with majority shareholdings held

by Canadians. 36

Although recemtly, the Board of Directors of the
company has announced a recomstruction to emable more
Malaysian participation, a 302 ghareholdings is still in the
hands of Cansdians, en bloc. This means that though the company

is Malaysian-owned, comtrel is foreign.

C. Overall Concentration of Wealth and Power in the Top Corporstions

in Malaysia

This part of the chapter was originally not planued to

be incorporated into the present study, because of difficulties

faced by the writer in getting the relevant information. Moreocver,

the study on averall concentration would involve a tremendous

amount of manpower, moneéy gnd time. The writer was handicepped

”Fignres are for the year 1974.
36As at 1974.
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im a1l three aspects.

But during the process of typing this project paper, a
geminar wae held in ?enang37 by the Malaysian Ecomomic Associatiom
at their third coavention. A paver was presented together by
Lim Mah Hul end Dr. Mary Anderson, on the comcentration of wealth

and power in the top corporations in Malaysis. The geminar paper

is part of the thesis of Lim Mah Hui for his Ph.D. degree.

The authors of the paper have gome to a great length
in discussing the issues involved, iliustrated with some very
useful processed figures on overall concentration of wealth and
power in the top corperations. It is these types of figures which
the present writer was unable to obtain for the above-mentioned
reasons, It is proposed that some references be made to the
seminar paper, because the views and findings of the two authors
are similar to the views and findings enumerated {in the prasent
study. The refereunce would lend further eredemece to the

hypothesis of the present study.

The two authors (hereafter called the authors™)

conducted their study of concentration by surveying 77 leading

corporations in Malayeia.

According to the authors' fiﬁéings}e in 1972 the top

10 companies (0.14% of the total number of companies) own 3% of

W

3?"‘Agemia for the Nation', August 21 - 24, 1976.

3Bgee Figure 14.

o e G § AL MR TR E s -



111

?igura_ii

PERCENTAGE OF TOTAL ASSTTS OF ALL LIMITED COMPANIRS
OWNED BY TOT 77 CORPORATIONS IN MALAYSIA 1972

Limited Companies 1972
Top 10 corpe. 2117
(a) Top 20 corps. 4,647
Top 30 corps. 10.38%
Top 77 corps. 33.50%

A1l limited corps. X = 7004 $25,275.8 milliom

PERCFNTAGE OF FIX®D ASSRTS OF ALL LIMITED COMPANIES
OWNED BY TOP 77 CORPORATIONS IN MALAYSIA 1972

Limited Companies 1672
Top 1C corps. b,147
(b) Top 20 eorps. 5.25%
Top 5C corps. 14,56%
Top 77 eclps. 21.807

411 limited corps. H = 7009 $6,408.5 million

PERCENTACE OF NET PROFIT (BEFORE TAX) OF ALL LIMITED COMPANIES
EARNED BY TOP 77 COMPANIES IN MALAYSIA 1972

Limited Companies 1972
Top 10 ecorps. 5.087
(c) Top 20 corps. 6,747
Top 50 corps. 19.51%
Top 77 corps. 29.70%
All iimited corps. N = 7009 $1,471.2 million

Lim Mah Hui and Dr. Mary Andersom, “Concentration of

d Power im the Top Corporations ia Malaysia",
Healeh O Third Comvention, Malaysian

Asenda for the Ratiom,
Eéme ——resoelation, August 21 - 24, 1976.

Source:



the total assets of all operaring limited companies. The top 50

companies (0.77) own 10.47 of the total assets , and fimally the

largest 77 companies vhich vere scudied (1T} own 33% of the total

assets. And in terms of profit, the same 77 corporations account

for 30% of the total net profit of all limited Qmanieg,gg

In the comcentration of stock ownership. the authors’
findings were more glaring. The findings were based om 39 large
corporations. Tt was found that 0.57 of the total number of
ghareholders in the 39 companies own $716 milliom, or 737, of
the total paid-up capital of the 3% companies concerned. (See

Figure 13).

But according to the study, concentration of the stocks
occurs on twe fronts. The first (ss pointed above) is
concentration of stocks in the tep 23 shareholders of each of

the 39 companies. The second concentration is a further

eoncentration of the wealth in stock within the top 25 shareholders

of each of the 39 cofgmmtians {(the total top 25 shareholders in

the 29 companies, excluding Joubl- -counting, was 576). The

figures produced confirmed the existence of the second level of

concentration. The top 17 of the shareholders own 25% of the

stoecke held by the 576 large shareholders. The top 5% own 637;

the top 107 own 787 and the top S0Z owm 987, The bottom 357 of

g X . te again
the top investors oWR 17 of tha stocks. The authors ag

sgzqgge that the figures were tzken from the uncongolidated accounts.

This means that the cppcentration was underrated.
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(3)

{4)

(5)
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Figgre 1% &

Statistics on Shareholders and

L) o - L3 3 v
Shares owned in 39 large corporations

1574 - 1576

Total vumber of top 25 shareholders in ~ 576

39 corporations

¥

Total aumber of ail shareholders in - 102,507
39 eorporatioas

Total value of all shares in 39 -~ $972,345,000
corporations
Total value of shares held by top - $715,650,000

576 shareholders

Item (4) as percentage of item (3) - 73%

& Yyeracted frov: Lim Hah Hui and Dr. Mary Andersom,

“roucentration of Wealth and Power
in the Top Corperetions ia Malaysia',
Agenda for the Nation, Third
Convention. Malaysiam Economie
Assoeiation, August 21 - 24, 1976,

p. 10,
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cautioned that the figures are an understatement because:
&) Faeh sharehoider was treaced as a
separate euntity. The likelihoed of them
keing related o one another, and thus
havinpg s comseiidated effect, was not

considered:

b} The analysis was net oxtenied to cover the
whole of Malayeia. If this were done,
the coneentration figures would be
extremely high, It is said that wo more
¢han 2 fey hundred families own the

majority of stocks in Malaysia.

The authors did a detailed analysis of interlocking
directorates - the populer Jeviee of coucentrating wealth - and

came to the same conclusion that the use of interlocking

directorates in the Halaysian corporations 1s gubstantial, and

that the wechanism bas caused a great deal of concentration of

wealth.

According to the findings Of the autiors, of the directors

of the top 77 eorporations surveyed, 53 or 6% of the companies

interlocked 40 0f these jpterlocked Fiyme, 23 companies inter~

locked between 59 times: t firms interlocked between 10- 14

————

%Records for the year 1974.
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Cimes;, & < lires interisolbaed

beiween 15 - 19 times, Most of these

COMPANLEs THat 10t any mara oban tm o )
my Sh LILET L0y mov thae 10 times are fmfﬁign*aame&, and

they come o the pi;

wnd processing sectors.
It was alse estizaves tist Overseas Chinese Bankiag

Corporation, the nunber

srztion in Malaysia, owna and/or

conkrois, directly and indd

wotly, over 100 companies.

The authore finzlly concluded that che single wost
important source of ecomomic iuequality in our society is the
extremg uuequal ocwnership of the productive resources of the

country. With respect to this conclusion, the present writer

totally concurs.

Case Samples of Concentration Problems

Industrics and lealty Croup Berhad

Tndustries and Healty Croup Bernal (I & B¢ Bhd.) was
iacorsorated on April 4, 1969, This company was formed specificelly
to coasvlidate the various interests in resliy and industrial

ventures promoted by Datuk $ri Chan Swee ho and also to invest or

participate in the equity of other industrial companies. Tigure 16

shows a list of the cowpany s subsidiary and associated companies

and its shareholdings in tiem.
Ar asdlysis of the shareholdings of the company as it

stood in 1974, shows that natuk Sri Chan Swee Ho's family holds

approximately 3,864,8i0 shares OF 467 of the company's then paid-
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Induystries &Ll aeal ol Ta
Subsidizry and Associate

(Subsit. tary | Compan,

|
Trans Malayan
Fibre Iroducts
Eerhad

$4, 125,000

33,485,000
849

Folyrropolyene
fabrics & bags

Yenwjod (¥)
Sdn. Berhad

$ 500,000

$ 255,000
51%

Prefabricated

timber houses

& other timber
products

Ipoh Rethy Co. Impe
Sdn. Berhad S
$3,000,000 $1
$3, 000,000 b

100% :
Realty

t

(Associate|Campa

Toyo Plistic ()

S4n. Berhad

$ 500,000

$ 247,000
49%

Plastic refrige-

rator parts &
plastic gheets

Carter SgniLonductor
(M) San. Berhad

$2, 300,000

$ 210,000
9%

Integrated
circuits

Para&cunt Mar
Garments Stee
Sdn. Berhad |
$ 360,000 $2
$ 159,000 $
44%
Garments Ste

(Associate] Canp

Pan NJ;;ysia

Flastic & Yetal
Industries
Sdn. Berhad

$ 75,000

§ 23,000
30%

Flastic shoe heels &

soles & motor vehicle

parts & electrical
accessories

PacifiL Vetal

Industries
Sdn. Berhad
$ 270,000
$ 15,000
0.5%
Steel
strappines

Din Wai Electr
Mfg. Co. (M
,dn. Berha

$1,535,0C

$ 1,0

Electrical f
and ballaste

Figure 16
rigur® -



Indystries and Really Group Berhad

Subsidicry and Associat:

Canpanies

(Subsic. iary

Canpanies)

Penwo]od (¥)
Sdn. Berhad

$ 500,000

$ 255,000
51%

Prefabricated
timber houses
& other timber

Ipoh Rethy Co.
Sdn. Berhad

$3,000,000

$3, 000,000
100%

Realty

Sdn. Berhad

$1,270,000

§ 875,200
69%

Garments

Imperial Carments

Fujimoril Flastic
Industries (M)
Sdn. Berhad

$ 700,000

$ 379,999
54%

Vinyl - asbestos

tanuf a‘cturers
Trading Co.
Sdn. Berhad

3 120,000

$ 78,000
65%

mrading (marke
arm of the BTC

products
(Asgociate Campanies)
Carter SiLonductor Parm!m\mt Ma.ruichli () Texsyn] Fibre ApollolBakeli‘
(M) 5dn. Berhad Garments Steel Tubes Sdn. Industries & Electronics
Sdn. Berhad Berhad (¥) Sdn. Berhad Mfg. Sdn. Berh
$2, 300,000 $ 360,000 $2,400,000 $22,000,000 $ 575,000
$ 210,000 $ 159,000 $ 194,000 $ 550,000 $ 55,000
9% 44% G2 2.5% 9%
Integrated Garments Steel tubes Texturised Electrical
circuits polyester fittings & of
yarns & knitted household el
fabrics trical access!
(Associate Canpanies)
E,;ysia Facif i‘c Metal Din Wai Electrical Hang Chee Engineering Modern Labe
& Yetal Industries Mfg. Co. (M) ( Taiwan ) ¥fg. Co. Sd
tries Sdn. Berhad ;in. Berhad
Berhad
5,000 $ 270,000 $1,535,000 $ 200,000 g €
>3, 000 $ 15,000 $ 1,000 $ 10,000 $
30% 0.5% - 7
oe heels & Steel Electrical fans . . c |
ineer armen
tor vehicle strappines and ballasts ?olisuita:ég P
ectrical
orien

Figure 16
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Sdn. Berhad S@n. Rerhad Sdn. Berhad
70,000 $ 700,000 3 120,000 $ 100,000
375, 200 $ 379,999 $ 78,000 $ 65,000
6% 54% 65% €%
arments Vinyl - asbestos mrading (marketing Management
arm of the group cansul tants
e8)
:h‘i () Texsyn] Fibre ApollolBakelite Pnhlic‘ Housing
Tubes Sdn. Industries & Electronics Dev.(Fte.) Ltd.
yrhad (¥) Sdn. Berhad Mfg. Sdn. Berhad
100, 000 22,000,000 $ 575,000 $ 75,000
194, 000 $ 550,000 $ 55,000 $ 25,000
8 2.5% 9% 33%
1 tubes Texturised Electrical Housing
polyester fittings & other
yarns & knitted household elec=
fabrics trical accessories
ies)
, L er |
cal Hang Chee Engineering Modern Label & Ribban
( Taiwan ) ¥fg. Co. Sdn. Berhad
$ 200,000 ¢$ 80,000
$ 10,000 $ 20,000
% 25%
ns . .
Engineering Garments, labels
& ribbons

consultants
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up eapital. Datuk Chan himse

Therefore [ i
or all prretical purposes, Datuk Chan, with the backing

of his family, was the Controller of Iudustries and Realty Group

574 Industvie § e
In 1974, Industries and feslty Croup had submitted an

i - 4 ¢ - ETTE Y Iy T o . x
application to the Cappital Issues Committee seeking approval for

e o gv g <3 v & ‘*" 3 e T2 >
a vights issue of &.343,130 ghares of 81 each at a premium of 20 cents

er sha n the basis of oae new share for ove
p re on the basis of one uew share for cvery one share held.

The purpose of the ri
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among others:

in Penwoud

invest 517 interest in Pujisash (M)

s
Pbe

A
i=3
(]

Metal Industries Sdmn. Bhd.
iii) To invest| 51% incerest in Meial
manufacturers (M) Sdn. Bhd.

iv) To create an Industry Promotion Tund

‘ay the promction and

rﬂ%

to be utilised

orzanisation of new jndustries.

According to a celiable source, the purpose of the rights

issue at a premium of 70 cente was to benefit the promoters

themselves, nanely, patdk Chan end group. tpparently this was

.4 ; 3 = 3 Tw.q s
realised by the Caepital Issues Copmittee when deciding on the

application. The CIC thought fhat the rights issue ac a premium of
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20 cents would not be il
o e La T U By o phe o "
Ler op by the smaller shareholders. If the

+ ‘ ¥
smaller shareholders do not take ug the rights issue, there is a
) E

great likelihood that the sromatars of o
wh e promoters of the company will benefit once

the market (which was i{n g deprecsad ztate) moves out of the

depressed adleions ate. s .
P conditionsz. ﬁ??&?euil}f it looks as theugh this was what

was in fact intended by the promoters of the company in their bid
to increase control of I & ®0 Yerhad. at the exclusion of other
smaller shareholders, and benefitting themselves in the process.
This attempt seems to be a subtle oppression of the minority

shareholders.

The Capital Tssues Committee also disapproved of the creation
of the proposed Industry Promotionm Fund because there is no specific
advantage accruing to the shareholders of the company arising from
the creation of such a fund. Presumably, this fund was intended to
benefit the promoters ounly, particuiarly Datuk Chan himself, who,
as earlier pointed out, is specifically interested as & promoter

to consolidate the various intevests in resalty and imndusirial

ventures.

that the empire-building activities of

: It is to be ncted

| =27

Datuk Chan would be eunhanced with the spproval of the application

for the rights issue of the eharves (with premium), because in

addition to the list of gubsidiary companies uuder the I & RG Bhd.,

Fujisash () Metal Incustries Sdm. Bhd. and Metal Menufacturers 23]

Sdn. Bhd. would be the new gubsidiaries. I & RG Bhd. would have a

519 intarest in both of these companies.



Lal

Penwood {0 Sdn. Bhd.
WL Sdn. Bad. wae slso extemdimg its temtacles in

its proposed joint wenture with Jengks Developrnent Corporation.

gain, Penwood nrouosed to sak . . ) .
Again, PLCLOBeL Lo taxe @ 310 controliling interest in this

joint-venture.

Th srivirios of Darnl Mo
fue activiiies of fatuk Chan as & controller of yet another

company, namely, Federal Cebles, Wires and Metal Manufacturing (FCW)

contribute to the contirmation of the faet that Datuk Chan was
attempting to form a sisnt monopoly of varicus industries and realty

in a consolidated form.

In 1574, YCW, & company iisted on the Stock Zxchange of
Kuala Lumpur and Singapore proposed to issue 3,100,000 new shares
of $i/- each in cousideration ior the scquisition of 70% of the
equity (4,200,000 shares of $1/~ each) of Fujisash (M) Fetal
Tndustries Sdn. 5hd. and L00T of the equity (2,006,000 shares of
$1/~ each) of Fock Chemicals fndustries Sdn., Bhd. The bueis of
exchange is one share inm FCW for zvery two shaves in the vender
companies, that is, for the purpose of this exchange of shares,

: ' . g
#ey shares had been valued at §2/- each, while the vendor companies

shares had been valued at §'/¢ {par) eoch.

The then structure of the COEpANY and its subsidiaries

before the propesed acquisitiou is a8 indicated in Figuve 17.

It can be seen from vigure 17 that the major shareholders

of FCW are: Datuk ¢han Swee iiv and croup (8.8%); Fuj ikura Cables
works Ltd. (10.0%): pacific Blectric Wire (4.0%2); and United

i



Dato Chan Swee Ho t&wp 8.8%

Pacific Rlectric Wire 4.0%
United Malayan Bank '
Hominees 14.7%

Federal Cables, Wires & Motal Mfg. Bhd. |
i—
] Issued and Paid-up eapital:

3

| 10,000,000 shares of $1 each

¥
-

7%

' United Maleysn Steel Mills Bhd.
"~ 1ssued and Paid-up capital:
6,000,000 shares of §1 esch

!
United Malaysian Detinning Banited Malaysian Shipbresking
Issugd and Paid-up cspitsls - Issued and lﬂ‘w»ﬁpiﬁﬂ.:
250,000 shaves of §1 each 250,000 o $1




gmammwa&m s.ssr‘
Pujikura Cable Works Ltd. 10.0%|
Pacific Bleetric Wire &4.0%
United Malayan Bank |
Rominees 14.7%

, R o

 Federal Cables, Wires & Metal Mfg. Bhd.
i

‘ Isaued and Paid-up capital:

; 10,000,000 shares of $1 each

7%

Minority Usited Malayan Stesl Mills Bhé.
Shaveholdex— " 1ssued and Paid-up capitals

United Malayan | 6,000,000 shares of $1 esch |
Croup - 23% ‘

H
i

1003 100%

H
4

 United Malaysisnm Detimning | United Malaysisn Shiphreskisg

lssued and Paid-up cspitalt | Issued and Patd-up Capitals
250,000 shaves of §1 esch 250,000 shaves of §) eseh |

Source: Confidentisl.
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Malayan Bank Nomineeg (14,77,

Though United Haluvan Yomi
g ited Malayan BDank “ominees had the largest

shareholdings, they weye ng: it control of the ¢ any becausa

Datuk Chan had the backing of ¢he Japanese and Taiwanese shareholders,

namely Fujikura Cable Works eng Pacific Nlectric, who collee tively

3 ? * '»f,g‘—‘!. ~
held about 14Y of the €quity. Thervefore Datuk Chan was in fact

exercising the power of 27.5% equity holdings (that is, 147 +

$.82) .

The proposed sequisition wus motivated by the fear of
Datuk Chan that the UMBC group umay take control of FCW. He had
indicated that this rival loecal group had been actively purchasing

shares ian the market.

The proposed acquisition would give Datuk Chan and his
group a substantial direct control of 30.5% of the equity of FCW,
while the rival loecal group's interest in the canipany would be

reduced from 14.7%7 to 11.3%7 (See Figure 18).

This i8 a classic case of a compauny controller
maintaining control of a company by preventing & take-over. This
was proposed to be done by expanding the capital of the company
(that is, issuing new shares) and sllocating these new shares to
the controller himself (or to a person or persons who can be
dominated or influenced by the controller).

The structure of FCW, like most other euterprises, is

pyramidal. The control of the apex of the pyramid would allow the



Pato Chan Swee Mo & M |
Fujikura Cable Works Ltd.
Pacific Rlectrie Wive
United Malayan Bank

Nomineaes

0. 5%

- 8.0%
3.0%

1.8 |

"1

Federal Csbles, Wires & Metal Meg. Bhd.
1ssued and fully paid-up capital:

‘13,10959@‘3 shares of $1 each

-

100%

B

i of 81 esch '

, "
L L B G i s e e e L e e s D T 5 S

7%

Steel Mills

Issued & Paid-
up capital:

6,000,000 shares

‘United Malaysien

. Detinning

{255,@0@ ghares :
of $1 each

250,000

Souree: Confidentisl

| Rujisash |
Iﬁ&s:riesg

| Misertty

Mitsubishi
Chamical
15%

70%

i e, o Ww‘
H

100%

Industries

Issued & Paid-
up capitals
6,000,000

" shares of

135%

ghares

Tof $lesch

Ql‘ each

Roek Chemical
Industries

Issued & Paid-
up capital:

2,000,000
shaves of

$1 each
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further control of all the subsidiaries. Thig i clearly

illustrated by Figure 13. ut Figure 18 is tekem in isolation of

the fact that there is a liak betveen FCW and I & RC Bid. As

carlier pointed out, I and I Bhd. was under the comtrol of Tatuk Chan
(and group), but by the new proposition to acquire, Datuk Chan and
his group's interest in FCW was substantially increased to give

Datuk Chan the control of ¥CW too. Tn fact, I & RC Bhd, was also

the sharesholder of F(W. Therefore, to put it simply, I & RGC Bhd.

and FCW has the relationship of psvent and subsidiary companies ~

the former heing the parest und tie latter the subsidisry.

Tiherefore here is a case of pyramidal structures and
iaterlocking directovates that finally lead to the consolidation
and an expansion of a business empire under the practical control

of an individuai, namely Datuk Chan (and his group) .

Another very important point to be stresced here is the
existence of some structures that further bring up the problem of
economic concentration to a higher level. This is in regard to

the fact that the emtire business set-up of batuk Chan is

vertically integrated. The whole structure Seeus to have been

pkanned to monopolise vertically and horizontally the interests

in industries snd realty.

The subsidiaries of I & RS Bhd. indulge in trade that

deals wiil either realty or 4uilding materials or such like.

o & -y
And in the case of FCW, ghe point 18 even clearer. FCW
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Eaani ¥ -e&t; % 3} EGI‘G‘ cEﬁ 1

rs, P Bles, coppor s
bars, PVC cavles, ¢ °T wires ang Alumindsy, cables, All the

subsidiarieg os FC¥ would fame 10,
Would form jeg VR rav mgterial suppliera:

Mited Malavan Steel 4 1lig By

Pamuidctureg mild steel bars and

high temsile coforred pavn .o BArd v ot .
B ceforred bars of FaTious sizee, United Halaysian

i A . kS %
1 4 B2 TR x‘. 3?‘ ry {i 2 Tl .E . . 3 A .
Shipbreaking Induptries “Ar. Thd. deals with the breaking up of

coudemmed shirs ang F2LOVEY gotan mepgl {as rav materiasls for the
hoiding company., ¥OI): Uniees ¥alaraian Detiening Tndustries Bin,
Bhd, produces detinned sevay iron from tip-scaps and tin cuttings
(again as ray materials for the Wolding company) Fujisash

produces aluminium products, presumably go partially supply PCW
in its production of aluminius cableg,

The proposed acquisition of Rock Chemical Industries
Sdn. Bhd. is perhaps a sign of 2 wew strategy of FCW to further
diversify its interests in indugtries and realty ~ nsmely in the
productiou of caleium earbonate cement - again another related

Product to industries and realty.

Empire-Puilding of Sime Darby Holdings Ltd,

The Siwe Darby Oroup is a clascic case of a company who
has & wonopely structure and at the same time carries on subtle
monopolisation activities.

Sime Darby has been chosen for the purposes of this study
because it offers the picture of some of the activities that some

of the biggest companies in Malaysia are involved in.



and Singapore iy termg of

Businessg Tines Survey.

1in the top hundred

retinge. with ¢ L
Although

Sime Darby Auldings Ltd,

Reorpereated in Enzlaad, most of its

asgetes arg

. . T g wg T P 5E
farey I;ifi&ﬂ& nHave ¢gme S 5311

For the Purposes of siudvine

WA

activities of Zinme Parby that hes made

Mo a giant monopoly
structure with woaopolisarion activities, it s propoped that a

brief hiztq

" Sime Darby Heldiuge Ltd. be outlined

ol

with apecial focus on its gen 1sition aud divarsification activities:

In 1312, Sime barby & Co. Lid. war incorporated in %4 ingapore, to

on ol e s s

¥ business in HMalaccsa,

establish s rubber estate 5y

In 1318, it aequired Sellsr, Jurray & Co, Ltd. of Penang and

therefore pecoming engazed 1n general merchanting.

o 1828, it aequired Sarewsk Tradiung Co. Ltd. of Fuching, another

coupany dealing in geueral merchanting.

Firstly, Sime Darby Malaysia

In 1953, two major eveants tuok place.

Bui. and Jine Daxrby Siugapore Ltd.,

Bhd., Sime B&rby,(éﬁemec} S¢n.

T E Ll g . g g "
were formed as specislist subsidiaries of Cime Daxby & (o. Ltd. te

inly w suting, technical engineering sand finaneial
carry cut maiunly weechsuting, technical eng g

Secomdly, Sime Darby Holdings Ltd, was incorporated im

services.

o r»“"ﬂ"‘v $ 3 Tiarbv & Cao Ltdc Sh&l’@&
Ergland to take over undertaking of Sime Diarby

413‘&2‘ Eastern Economic Review, Zlst May 1976 p. 73.
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@ . 1 5 -3 ¥
were therefore subsequently jigtes in Stoek Exchanges of Malaysia

oy 9 % %
and Singapore ang London Stgek Cxehange

In 1946, Tractors Malaveic ww .o .. N
= 2 Palaysic s, of Falaysis was formed as subsidiary

of Sime Darby Holdings Ltd, to uadertake the distribution and
service of tractors, heavy earty moving machines and ancillary

equipment.

In 1870, it acquired the entive 1ssued capital of Motion Smith &

b3

sou Ltd. of Simgapore - a supplier of nautical and scientific

equipment.

In 1971, Sime Darby acquired the entire issued capital of Seafield

fmalgamated Bubber Co. Ltd. of 1.K., a rubber and 0il palm planting

congearn.

From 1972 onwarde, the empire-building of Sime Darby took on a more
rapid speed.

In 1972 itself, eight events took place that were worthy

of mention:

a) Sime Darby Holding Ltd. acquired the entire issued

capital of R.G. Shaw & Jo. Ltd. of U.%. to effect

a mrger °

b) Bime Darby Far Fast Ltd. aequired 407 of the

issued cepital of Harper International Ltd. of

Fong Kong, 2 leading automobile distributor.



d)

e)

£)

g

k)
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Sime |  Far 7y : :

Darby Far pyge Led. sequired 0% of the issued

L Amoy Canning Corporation (H,F.) Ltd. of
Hong s0ng, a f{upg sanufacturey,

“ine barby Far fast 1, acquired 37}7 of the iamsued

cepital of The China iugineers (Holdirgs) Ltd. of

ooug iong, a Compiny empaged in trading, contracting,

namufacturing, shipning, property and civil engineering.

Sime Darby Bolding Ltd. listed on Hong Kong Stock

Exchange Ltd,

Pernas-Sime Doxby Sdn. Uhd. of Malaysia formed s3 a

Joint-venturs between Sime Darby Malaysia Bhd. (holding
497 of its issued capital) and Pernas (holding 51%).
Sime Darby lioldings Ltd. acquired 99Z of &he issued

capital of Edible Producte Limited of Singapore, a

manufacturer of edible oils.

Sime Darby London Ltd. acquired the entire izsued

capital of Clive Holdings Ltd. of U.K., a money broking

holding company.

In 1973’ four m&j(’r activities highiight@d the expmimiat

policy of Sime Darby:

8) Sime Darby Holdings Led. acquired the emtire issued

capital of Woodward and Dickerson Incorporated of US4,

a mapufac>--~r of fertilizer and chemical.
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b} Sine Lardy foldings Ltd, acquired 75% of the {ssued

capital of Czarnikey Investment Services (CIs) of U.K.,

an investment holding ang advigory couapany.

[Af Ty ko 2z
¢) Sinpe Larby Holdings Led. dtquired the entire igsued

capital of Golden jay Zealty (Pte.) Ltd. of Singapore,

4 property developer.

4} H6% of the issued capital of Con solidated Flantation

U.E.. & rubber ang oil pale plantatien company, to

be owned by Sime Parby Foldiags Ltd. (previcusly 432).

After this particular deal, Consolidated Plantastions will

become a fully owned subsidiary of Sime Darby which will become the
segond largest group in Malaysia (the largest beiag the Cuthrie
Corporation).

The tax residence of the company was proposed to be moved
from U.K. to Malaysia.

As at 30th June. 1973, Sime Darby has 65 primcipal

subsidiary aud associated companies. The smaller members of the

3 2
group are toc many to be taker into account. There are nine

2o 2 : and ssanciared rpanies in Yione Yongz: one
pringipal subsidary and associated compans =

o a2 w4 4 & Ly~
eighteen in Malaysia: one 1ia the Netherlands: twenty

42
and thirteen in the U.K.

in India:

three in Singspore:

oo ot

é‘ZSee Report and Accounts for the Year ending 30th June 1975,

£ Sime Darby Holdings Led.



LGOk’ [ *ha 7 e e e N
Ing at the io Tear giatisgting of Sime Barby,&'a the

growth rate of the S0P 15 3lapming
’ TSR b

In 1968, the profic before taxation was £1 miliion as

. ey RE0.D it ¢ TN s .
compared to £20.¢ HLL110% 1n 1975 - gp increxent of 2080%.

By total assers emploved, the inerement from 1966 to 1975
is by 1898.352,

Sime Darby is aot wgrely achieving monopoly power through
divergification ~ thar ie ; in 2 conglomerate fashion, but the
subsidiaries of Sime Darby have achieved the status of monopolies

in their various respective industries tco. Some of the indugiries

»)

in which Sime Darby hae specific monopolies are: financing
business, plantation: tractors, heavy equipment snd motor

vehicles industries.

To give a more specific instauce, Tractors Malaysia Bhd.

(a subgidiary of Sime larby) is now the leading company for
. : : : ¢ %
tractors in Malaysia. (This is pot to mention Sime Larby's other

tractor subsidiary, nsmely, igricultural Tractore Sdn., Bhd.).

The gquasi~political aspect of Sime Darby has recently

44

g ! ¥
by Philliy Jewring = with respect to Sime Darby's

: . tarisdicti ' the Capital Issues
refusal to submit to the jurisdictiom of P

TR | ¥
Comuittee of Malaysia, although the majority of the company’s

interescs sre located in Malayeis itself. This comtroversy lemds

%See Keport and Accounts for the yesr ending 30th June 1975,

ﬂf S ) i Ltd @
“ | Z’ ""{31 1 }:;ic {;Q\!’iﬂ"iﬁi & le t ;.E& q }.9 6 b} Ppa - 3 -
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further credence to the wriray', 2ypothesis thae bargaining powar

of companies in Halayaiz g aoy taking on a political appearance.
Ose fina) important poing ‘¢ be said of tha activities of

i uay " i E 7 TP & 3 3 5
Sime Darby ig i¢s habie of Parcasing interegts by way of igsuing

serips instead of cash. Tn face ¢ne majority of jtg acquigitions
were most probably doge by this method, at leage iy Malaysia.

The Malaysian Coupany law does ot pronibit purchase of interest
by scrips (in contrast to the y.K, and Singapore’s codes on take-
evers). As a result of public confidence of the value of shares
of big companies 1ike Sime Darby, purchase of intereses through
issues of scrips could only be done by such reputed companies. But
issues of scrips do not involve cash; thig therefore means that
companies like Sime Darby can pursue their expansionigt policies
without the need for cash, A $1/- share may at the time of igsue
of the scrips be at the value of $5/- and property is purchased by
using the share at the value of $5/~. This actually means that
the purchasing power of the issuing company has been increased by
$4/~ per share ~ 2 sum which is tictitious and yet capable of
acting like a legal tenler. This is indeed a powerful instrument
used by companies in thelr acquisition activities. Therefore,
under the present handicapped repulations in ¥aleyeia, sven mongy
does mot pose a limitation to the desire to purchase bigzer assets,

for the big companies can still purchase without the need of it all.



Iaterlocking Qirecmzahig

Uaion group

8 in Yerlip Hotels (1) Bhd. and the Faber

The activities of Tapey fierlin have been the subject of

controversy for quite some time, The issurs involved are varied

ranging frow uon~compliance with the Capital Issues Committee
requirements to the interaal $quabbles among the directors of the

company in their attempt to pet control of the company.

But for the purpose of the present exercige, only the
issue of ihterlccicing; directorates in Merlin Hotels (M) Berhad
and the Taber Union Croup will be discussed. Tt is to bhe pointed
out that the wrirer is not quoting the above companies ae part of
empirical evidence to show the extent of interloeking directorates

45 The writer only intends to illustrate an exampie

in Malavsia.
of a local interlocking directorate strueture. Faber Merlin
happene to be the choice purely by coincidence. The case of
interlocking directorships is vather serious in Malaysia, but

unfortunately the present study could not make an empirical study

k¢ L 3 ; k 98-
of the matter, because of lack of research resourc

Interlocking directorships in the above companies may be
less serious compared to the other suspected cases in Malaysia of

which information is not easy to obtaim — it is up to the relevant

authority to investigate irto the matter. The writer only hopes

i i the eyes of the relevant
that the present illustration will open up ey

authority.

%The extent of interlocking directoriu®ss has been shown by the work
of Lim Mah BHui and Dr. Mary Anderson; gee pp. 114-115.
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The chart Fepresented by Figure 19 illustrates the

interlocking directorate ip the 3oard of Pirectors of the four

ccapanies - namely. Faber Union (H.%.) Led., Faber Union Lid.

Singapore, FPaber Union Sdn, mpg, and Merlin Hotelg () Bhd, The

chart is B:aifwxpﬁutery and need ng explanation.

It is to be noted alsc that the 8Uoup structural
holdings are in gome Cases as in Faber Union Ltd. Singapore and
Faber Union Sdu. Bhd. or between Fahevr Union Sdn. Bhd. and Merlin
Hotels (k) Bhd. take the forp of crose~holdings - that is, two
companies holding the interests of each other (8ee Figure 19),
This structural cross-holdings have the effect of giving the
directors from both the companies a more perpetual comtrol of

. . 46
their respective companies.

46, e . Pickering, "Shareholders' Votimg Ri hts",
3 >le by Murray A. Pickering, ' ; ‘3&-{-5.__.
;ﬁ ag;ic:&;:. 248, for a detailed explanation of this point.
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the Comuission was changed 2ron ibmopolies end testrictive Practices
Cammission 4o just ibnopolies Comiission in aceordance with its
new functions.

(v) Zhe Mooopolies and Merrers Ach, 1005

By the above Act, an atension vas made for the movernmer

refer 4o not only matbters relating $o mods tut also to the supply
of servicea. This therefore filled the draviacks of the previous
Acts which vere severely criticises ©7r thalr omission of matiers

releting 4o services.

Two seetions of the Ach are relevant for the present purpdise,
namely Section 3 and Scction €.

The earlier pert of Section 3 deals with price digcrimination
and othey ©yms of discrininetion prohibited Ly the ward of Trade
in relation to mopopoly asituations. Ib also spells out the powers
of the board.

Se 3! ?:;} is an iporbams section. This provision gives the

nard the pwvers

gy prohibit o restyict the acquisition by eny pexsin
~f the whole or part of the undertaking or sssets of
another person's trade OF tusiness, or the doing of
m—tmwhichmuarmw regult in eny bocles core
porate bacouing iﬁﬁm‘-ﬁwmﬂ lﬁéi;ﬁ; gzg@mﬁa,a;r
- yequire & gn made

m%f Qms ol +hat result, the persons

‘ , £ i:han shall toereafter observe any
trictions duposed Ly oF under the
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Th@ "yh:)l "7% - g i
¢ idea Lehind this provision ic the prevention of

monypIly Porseticn theoudh the rechanias oF <ni
Gh UGS mechanise of lntereconnected companies.

.ae such structure can take the for: of parent/subsidiary relation.

5] 3
[ 5 ] p

£) of ihe pet pives the Inaxd of Prade the prrer to
disintegrate certain troede »r busireas Ly the sele of any part of

the wdertsline or assets or sthervise end also for the division of
any oxoup »f inGer-cornected todles corpirate ox o Jo any such
ratters 28 may be necessary to effect or teke sccovnt >f the division,

incluiing -

(a) the trensfer ¢ vesting of property, rigits, lietilities
21 oblipetions:

(b) the adjustment >f combracts, vhether by the discharge
ar reduetion of any lialility oblismtion or othexwise;

(¢) <the creation, allotmemt, surrendey o cancellation

n

of any sbares, stock O securities;

=

(¢) the formetion or wind

o up of & company Or Other
asgociation, esxporate O ynincorporated, or the

wrendun end erticles or other

gmendnent of the =

spotrasents reguleting oy exmeny or assdcietiong ete.
Sectisn G of the Act sives the Doexd new powers in relation
prrunioufii=t-=S0 0 g

o mergers. The pard of Trade L&Y vefer certailn matters pertalning

to nergers (o the Comniseion £or swestigation ead report and the

roard then si a1l publish the reievence £5 tring it to the notice of
the persons affected. i there ave geveral conditions that have
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t> be met before the Ibard mokes thw merper veferenmce to the

Commission:

TR 5ogy 4 . a. . 3 I ;
(a) #izstly, it musi sppear t) the Dvard that there are

Ty Or move emterprises, ome wb least carried on in

UE

Jehog OT WY oy wnd

ke coneynl ou a tody coypormbte
ineurporated in the U, heve, wol carlier than six
BOLGLs previoudly, ceased v be Jisiinet enterprises;

Fe )
L L7
=

P T o T 1 W Ot . TP S I I ) )
vy Where mash La Lne T Dnlloving two

(1) 88 e zesult 52 the sbove enberprises ceasing
%2 e digbinct owtevpoises, 2t loast one-third

?omen o iy o 8 gt T e g PRI ¢
{33 o sabsbantial paxt theveof) of the supply

£
P

A

g of o ocevhaln descriptdon wiich ave

gupnlied in the U.E., ere supplied by any one
DErsOn DY Lo W oue porsii, O Ly or 1o the
persons by whon bhe eaberprlscs are carried on.
{alaash cimilar seavision is nade fov the supply

3§ scrvices);

y 3
(1i) wvhere the velue of the essehs taken over exceeds

five million PNMES.

R PN Yot v C‘:-‘ % 74 5
Ty o D G Merpers alus Loy tﬁ.wﬁﬁ vide

e ds R

g wesyBes sevoers or o
s o 4w Thmasie By TYSALULYG (S5 _g&})uu_, I 5
pavers o the Inapd do Wddee P

diszsolve existing :onypalies 33

It can als> ceiay the completion of & merger. Investigations of

merpers under the Act narboins onty 9 the taking over of assets
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vorth more than Iive @iliisn pounds op wiees e
= PSS or vhere sueh: wergers tring about

s 'monopoly situation'. The 'momypoly situstion’ gpelt in the 1965

Act is based on the 15HE Acs

ae onew-thdrd or more mavket
copbral i supplies.

{(c) Fair Treddn; Act 1073

The Felr Trading Act, 1073 nade some importent organisetional

chances. Under the Act, the office »f the Mreetor-General of Falr
Tradingc was creabed. Tho Direchor iz given the power to meke monopdly
references to the (rmission {the Hinistor is alsy free to o the
senie). The provisus mmpoly lepislations arve, by this Act,

consoliceted and tig

¢aed up.

£, £ of the At hes on irportent provision thet redefines the
spmopaly situation. The nev definition cnatles poods or sexvices to
te referred o the Cammission .:’.z';‘ a single £im supplies or acquives
& quavter of them, rabher then a third.

G, Ok a7 the Act allows the Minister 6> rofer a merger situation

45 the Comulssion £or investication and veport where 1t appears to

hiim thats

(i) two or mze enterprises ceased O Le & distinet

entorprises;

(3i) the value of the essets taken over cxceeds [ million;

e NI netion relating
(ii1) es e vesuit of a Bercers the momiy sltuati ing

t> the supply of §»ds oF services is created or ephanced.
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Mevess AUy T enlterprises ghall 1o v ded

ceasing 3 be iistinct enterprises 1t olther =

(e) they are trougitt uncer coumon mmership or
common ¢ontral (vhether or mot the tusiness
contimes o e carried on under the seme
7 wliferent ounership or contiol)y or

]
o
o

.
XN ey FUE AR % 2 st oS
2008 3 ‘,1,:3 [Sentcaisspas Bots

g ‘L}.wm;ﬁf::f: ceslon £ }*e
carried om at ali 2n? He3 8 in congaguence
of any arrensaments or tronsections entered
ints 4o provemt ewpetition tetwesn the
enterorises.t

Thae ceiiaition u1 ‘ex

FRn control’ bas ieen given & wide

Gesinition fur purpuses of the Ach. Pegiion G(2) reads:

"enterprises ghall ...... be vegavded as being

under eormon control if they arve

(a) enterprises of imterecommected btodies
enrporate, o

(v) eunberprises caxviel om by W or mYe tolies
eorporebe of which one and the same perdun
or gy of persing hes caatrol, O

(¢) an enterprise carried on by & bady corporate
and an enterprise carrisd on Ty & person oY
group of persons having co tyol of that body

PN 1
aorparete.

The cefinition of 'imter-connectec boddes corporate' is derived
L8 which

: stoof the Eagl ypenies Act o7 S
v peforence %o S. il 9f the fnglish Compance

laye <own the condltisps where serentesubsiciary relstions exist.

. et iomg wiere Do Such relation exists and
Dut theve can be situcbions v

1 ve miviained oo @ Wy corporate by person
yet influcnce can gtiil be paintained oo & 9%

; riewr, S. oo of the Falr Trading
wizh this in view, Se 2g 0% ©3€ ding

2 EToup Ju PerBInE.

. I vAE s 9L 30 Cf 31
1573 was drafted to exbens the ueaning of eomson conky
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3) veads:

a Maaﬁﬂ 9% i;h‘é? Q__ @&l‘ﬁh g

4 k"s"m
- eﬂ%.w, s c.z»ny 3 ox weberially t5 influence
s kf.)-.«i' ool & : L)l';»a}.!.a iy o Lhse e L»i(-ry 3£

&y perean in corrying on en entm*pmne Put
withmut EK’J?.S}; eaneealiirg iy RaTee ’

body aorpor ke ov U
be { "’@*‘{1 g hovine o

Experience choved $hat G previous ¥

pd H

& zopopdly leglslations
nad a serious (reviecht in Thab they <o b cuber £ situntions vheve
o monopoly is fumed Ly inteye-connection of bodies co.porate mot

hrougn Ue persuh IRy Tet o assiciated with hinm.

Apperently Giis control of boddes eovporste Spoash associates wae

legdisiations in U.K.

s method of civcuuventing (he Lhen DOIIPISY

But B, E of whe Ew Py ; taien care w conslder

end this sarious drawback.

g. ﬂg }.} 3% the Act £ime veadss

Yogoociatbel persind, end sy bodies €U porate wiaich
they or any ;;‘f tieu © n.am.? ghali {suiject to the
pext £:1Llowing s:&zmisa) sveated as one persomn.”

Subsection b defines vhet persons ere rapgnciated’ s

Wfsﬁmﬁngpmsansahallbemtam

oy AE87 e

wiin oge snobher, Lhau 18 L2

o inadvidusl end thes inddvidual's lmighans
€ ) afmm anc &y raigtive, OF masband or wife
3f 8 rslaﬁive, af’ %mt mi i&}@l ar of that

, . cgoacity 5T 4 rusten 0¥ &
{b) gny persom in 5,.» CEPAc .
s@ttlar oy g;raat)x* am any
gettlcment and - gors

i s ¥ H
poveon 0s ;’}’ﬁ..""t& V thothe sofLlor

‘tnexship
(e) ﬁ ti}w wimi a% ‘ms:.?ﬁi ﬁn&i }-'e-;rﬁrulxﬁgﬁ Jf W

oi themi
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(“} Sy WWC 0T more pertons achi

Secure o axerc L
o ge v exerclde control of a body eorporate
oo DuuBh aRssciavion, ov & secare contiol of

SN

G wogether to

% : e gyt oy e e .
It can “hereivre e soen thah Lo o

bave, throush a2

N A RS A oy E s R .
L Uelrny shondes and condsiidated thedr
< '3 - & #¥e. b &
I LETLALENL WS Ty 8 Y L .
BOMODILY Llefiadmoioans Lo oneinds el)l Ioresesoble clrewsstances and

situations that o

L nffect Ghe cewpnie concentration of U.K.,

especially eo in the fieil of muwpoly end restrictive practices.

S ey ol 5is0A0z
LB Lauw._w :_Jd

The Indian Lovs oa monopalies ave set out in detall in the

Practices Act, oo, The Act wes

*

ade c:&mﬁutmtim

s T o T B SV
poenat il ghudded Tid coon

probicos in Iadia vurouch bie HEopolies fogualery Commission which vas

appoinced in LUGH. Fhe report of he Lowbs jon was published in

The Lacigyound of the Intian puspiiies andl hestrictive Trade

Practices Act is traceable Lo the Constitation of India itself.

Axticle §@£cl of the Incian Constitubion declares thatv!

viue Seabe sball, in peréicuias, cirect ivs policy
tywards securing thas the operat.on of the ecomduic
rosuls in the concentration of

ang of production to the common

The provisions in the Indlan Constitution were spelled out clearly

t> achieve the objectives of & wwelfare State'. In 1055, the question

>f distyibubion of wealth wes taken & step fuxther when the Indian
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mi@n&l CAWS’ 'i;:ﬁ@

S PTGy, adopbed e escialistic pattern

of admindstration tixoughout Iaiia, lgs paddcicad ©

provides & support for gl

Tre Sbisctives

Practices Ach,

(a) cnsuring thai thers would mt be concentration of
ecompuic power in earrying out the economic poiicies
of the Btabe vwhich mgy resultd in cwmpn detriment;

(b) 1o comtyol romopolies:

() %o nmrohibit smy mowpiistic sud vestrictive trede

aractices thab prejudice the pobidc interest;

(7) %o pwomvbe cogetibion in the sconsmic Aysted.

To gchieve the riave objectives, the eyvermment s appointed a
permanont statutorr hady called the Homn vmlies en’ festrietive Trade
Practices Comuissdon. Zhe Cumission 18 & wparrered with nenlatory
prwers in respect i soatriciive Wwale praciices and advisory powers
in rvespect o7 mumoprlistic practices.

wiama 37 cymenies, Shere are few sions
¥th reepect to cxpanions If CUPANLES, provi

that rerilste and eomtrol the eontuct.
; proposing
: moyvernpent.  The

g ey 3,;.“% ,:;.ﬂ; ‘:&kj; e 3 35 & ‘?»V_L,;.;J»,d do e e ¥
i Rudgp ek » 4
AR

LI . " . ;"&
5 expand subsbanbislly v

o vermmens will consicer the grplicasion aloms 1ine of national
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palicies and mablic inturess.

e covertuent can also refer the
metter U0 the Cowmlsolon o0 o 2o e
L8 ALl TEHIL .
B. 22 of the Aot repidabos mud comsrois eg staclisiment of new
uncertaldngs vhich wiber estep Listment voull Pecume an inteye-oonnaected

uniertaidng of en wnderiesing hoving assebs vorth more than rupees

prarjects, Aadn heve the Coamicot ray be consalt

L. k&

88, 22, ohoend &g °F the Act seelr %o yostrict merpers, tekeeovers

af uncers

sebions. X6 18 provided thel amy such schax

-
a
£
n
g
ia
fs
3;
&
L
o
Ao

yion. Vhere 8

F{

EOVELINETT Sy

Lerper, asalomualion or taite over Las Gakun puace in in contxavention
of the provisions of the Act, Yhe povermaent can issue cease and

soplst nrders ond 4o rive Parther dlrections a8 ic necessery.

5. o he Indlan Momopslies and testrictive Trade Practices
Act, iéégfcz:ims ia ' ominans ﬁm‘takm?;‘ as ope in wivich elther
alone ar alopg with its ,zztemc pnected wmiertokdngs:

(4) tuces, smplies, (istritutes or otherwise eontrols
r*t;»i 1apg tuan one thisd of the totel poode o any
cescription prad acata, supplled 2 digtrituted in India

i}- ’“T; :‘I! a.woullbl )&-».&U U.&Iﬁ."ﬂc‘)f’ ‘}r
(11) wxovides or stuarwise controls mt less Lhan ope~third

v cepcription produced, supplied
he mﬁas geods 0L ay cescript
2% 2 iteeed in Indie OF & aviatentisl paxrt therest,
or cietr
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ectovebes. The
sssebs worth
Liaving

aasels woith ©

bors of more than

aaion from the



ke Tlegb survay the plit, thes Jrav the models
s A N . - . '

And when ve Sae thie figwe »f tln hoy

” 13 LSRR SN 4 >y ‘&«3 h‘)dsag

Then must ve rete the cost of evection vhich,

- Sheespsare (Lenry IV, Part II).

The World will alveye be yoverned by selr~interest.
% should wob tuy oo swop tide; we sbould try W
make Lue Bel: interest oi cads a little more

with that of decent people.

- Hermel Butler.



CHAPT'T SIX

C.NCLUSI S AiD RiC i%€NDATT. S

A, W@ﬂ

It is unly proper o om up tue present paper by looking Leck
at the hypothesis stated at the teginnin: of the exarcise. It is
proposed that we conelude Ly adiressing surselves $o the issues
raised in the hypsthesis an’ o make a irief judgenent as to vhether
sufficient proof has been emumeratec or mot in support of the
hypothesis.

In the reneral hypothesis, it was stated that the prevailing
econamic situstion in lalaysio is indicative of the existence of
hich economic concenmtration that justifies the imtxocuetiom of
legal and extra legal means of regulating or controlling it and
that the ecomiic toncemtrobion referred to here exists as both
markst anc overall comcentretions. This generel hypotheais has
been elaborabed in the form of specific lypothesis. It is8 appro-
priete therefore to enalyse the gpecific hypothesis to srrive ab
the truth of the general hypothesis.

(1) iarket dominance (either by commdlty or sexvice wise)
in tho various respective incustries has been prover to exist in

all the inmstries surveyed under the present exercise. The only

industyy that ceens £ be mt & 18 the tubes industry. But as

we have secn, though the companies surveyec wexe ot the dominant

producers of tubes, they vere B&

lﬁ%ﬁl&“ Danlop and Goodyeal .
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2f tyres.

The incustries thet weve survgyed and found to be facing the
problem of dominant sellers or procducers controlling the market are
as follows:

(1) Cement industry;

(2) 7Tin Smelting industry;
(3) Steel industry;

(4) Chemicsl Fertilizer industryg
(5) Aluminium industryy
(6) Tractors industry;
(7) Petroleum industry;
(6) Irewery industry;

(9) Cigarettes industry;
(10) Tyres industry;

(11) Metal Bomes industry;
(12) Paints incustry.

It is %5 be clearly npoted that in ell the industries above,
the concentration ratios calenlated were found to be high., This is
particularly true in the cases of the HHllowing incustries (with

thelir respective concentration retios shown against them):
- (50-95)%
- 63 9%
- 55.1%
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(e) Iron and Steel industry - T0%
(£) Tin Sweltin: incustiy -~ 1004
(¢) Tin Cans end Metel Inxes industry -  (2.3%
(h) ¢

emerts industry - 2.9

+ne important fact must be seriously glven due congiderstion
with respect to the concentrstion ratios calculated bhere, i.e. these
ratios were calculsted from the top two fivms in the indusiry and not
fram the $op three oy four as are usually practised oversesa such as
in U.E. and U.8.A. This means that if we had celoulxted the
gyed by considering the
top three or four corporations in thelr respecti

concentration ratios of the industiies sury

higher eoncentration retios would be recorded. Amother way of looking
at it is tiat in spite of the 'topetwo system' used in the caleulation
of the concentration ratios, the concentration ratios of the indus-
tﬁeammdwmw,mwvmmmmsmmaamm
hizher then those retios recorded overseas which use the *top-three’

ar 'top-four’' systems. This alone is e notalle factor that we can use

t3> support the comclusion thet market Cominance by few fi:ms in
lMoleysis is more concemtrated heve than in sime countries osversens.

The survey has also shova by em
growing either borizontally, vertically or in e conglomersie

commonly used to achieve these growth &t

ave by vay of esteblishing the perent/subsicisry or imterlocking
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eans vhereby such relstionships were sousht to e achieved.

(2) It vas 2lso sufficiently proved that among other concens
trations that congtitute economic econcentration in Malaysie,
eoncentration of wealth mmong the ton corvorations end imdivicusis
forms the major aspect of 1t gll. It wes also hyopstheaised that
most of the top corporatiscns in Malaysie that contrilute to the
problen of wealith conecentration are the multinational corporations
(is) vhich ave foreisn-eomtrolled. This finding also shows the
existence of the cecsn: type of concentration, namely overall
concentration. Pavbher support oa this is reandered Ly the repori

Lroa the i‘;‘*aam“ thet cuving the perlod of 1997-70, the Gross

Hational Product of Melsysis has move than doublaed. The top 0% of
she fanllies in Malayala have iocreased their shave of household
income fram 35% to LOP. Dub the tobbom 20 find that their share

has dropped fyon S.0h to L.O7.

2) The third specific bypotiesis wes illusirated Ly wey of

wples and shtrong corroborated impressions tlet there is a preat

e

Jeal of symonymity of ecomdmic powers and political powers. Though
it vas cifficalt for the writer to give emphirical evidence of such
e hyprthesis, it was shown that there is & likelilnod that in certeln

sectors Of the economy, econuic powers have teken the appearance
political powers. The writer ie confident that if & study is mede
vo relate poliviciens with the privabe Lusiness activities in the

“pesmomie Feport 1973-Th (The Treasury, Helaysie), p. 03.
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are means vherety such relatiounships were sousht to ie achieved,

(2) It ves als> sufficiemtly proved that among other concens
trations that congbtitute econmmic eomcentration in Malaysis,
eoncentration of wealth mmong the oy corporations snd indivicusls
forms the mejor aspect of it gll. It was also hypsthesised that
most of the top corporstiong in Malaysie that comivilute to the
problen of wealth concentration are the multinstional corporations

(38) which ave foreicn-controlled. Thie finding alss shows the

existence of the cecin’ type of concenbration, namely overall
concentretion. Iurther suppord ou this is rendered Ly the repori

L

ing the period of 1987-70, the Grosa

£roc the Treasury® that G
daticnal Produch of iMalaysia has wore than disuilec. The top 10% of
the fanilies in Melaysia have iacreased their shave of housebold
income from 34% to LOP. Dab the wottom 20p find that their share
has dropped fyom 5.8 to L.Op.

(2) The third specific hypotiesis was illustrated Ly wey of
exarples and shrong corroboveted impressions tiat there is a great

ceal of symonynity of ecomdulc powvers and political powesrs. Though

it vas cifficult for the writer to pive euphis
& ypothesis, it vas shown that there is a likelilhood that in certain

sectors of the ecomomy, econoric powers have teken the sppesrance
polisical powers. The writer ie coniident that if e study is mede
o relate poliviciens with the private Lusiness sctivities in the

“Leomomic Feport 1973-Th (The Treasury, Malaysie), p. 3.
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country, Uhe presout hypothesis would Te moven Tagoand dn

-

()

5376 2o gy o e s E RN I RIS SRS
Lostroments in nloysie kel velebos b0 mebters of trade ond COmnOXee.

oL tuis paper hes scrveyed the exdisting legal

'—A’“:, £ *Le i’&‘:b

S0 soeguete ab all o deal

with ohe eoon

o g i, oot
L ﬁ?&lﬁ»&i m nﬂ-w‘wU i&i i

2 ore strong indications

minting 4o ¢ ace of owr syshen on the problem of concemtration

Tais

thet we ove o facins. Perhons the problen is within the kmowledge

of the polisi

ns Tavs thoy prefexy o sveon the issue aside.

lag out of

fhe Duvegolng study lms sbovn Shat the denjers avd
Lhe coomdnlc concentiation ave nov imaginary Luv veal and therefore
1 is only mecessary i the wresent stugy (o cugplete the discusaion

by vecoumaending W the reievant autboritics sume neasures tO avert

cUsise these exmisting end nutential dangexs.

9z gt least o

The Mpleysion (bnstiftation does udbd spell out the gycten of
econorry thet we vlah to parsae. Hemy ewnntrles have fymd it neccosary
to :.uf’ Ineorypovating the dype of econnmic system that the evaniry
wish £ adopt ensures thet sulseguent ecomonic lews pessed under the
suthority of the Constitution v mot eonflict with the cconomic ideels

stated in the Constitution.

-y

Sr.08. Indla, U.S.A. ete.
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ssion governoent scams Yo have the sume ideals a8 fax

85 Lhe cancapt of dlstrilublon of wenlil is concerned. But thece

ced only in the variras Dive~year plens which d» wot

zal sonetion., The fiveeyear plans cannct be used as an

authority 3 chollenge 2 lew thaet ooes ezainst the spirit of the plauns,

I5 s shovefove proposed that the lalsysisa Consiitution be
enended to ineyrporabe the ecommle ldeals of the nation. Such an
amenduent would sive the nehion o cleareent peth in its pursuance

af ecomomic develyrens an? ccomomic fusiice. It would also acl es

5o Yhe present and fabvre ceonomic policies ol the rall

S

ne osbollished o prime fecle case that there exist serious

Pl

economic concentrabion in Meleysein, tue poesent paper rivpsoes that
an Inguiry Comnitbee be set wup to lnvestigate che issues relebing to

comuiic eoncemtration in ieleysie and to sulmit its report to the

L .y . 24 g 5
‘article (c), Consvitution of Indis.
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APPENDIX °A°

STRVEY

Name of Company

CAPITAL STRUCTURE

Ag at 31,12.75
M$

A. AUTHORISED CAPITAL

8, PAID-UP CAPITAL/PARTWERSHIP CAPITAL

Malaysian (i) Bumiputra

{a} Institution/Government
Agency/Public Corporation

{Pleace é
State) |
(b) Individuals/Companies - i

(ii) Chinese

(iii) Indien
(iv) Others é
Jon-Kalaysisn (i) 3Singapore <
(State Name (ii) e
of Country)
(iii)

(iv)
(%)

TOTAL
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I. Value of Stocks Owned

Book Valua

Ovmed at 1.1.75 Owned at 31.12.75

. 1. Raw Yaterials, Compenents ] i 3

& Supplies § g |
2. TFuels ) | | i g
3. Gee&s in Process g
é" ?iniﬁ%é Goode | o !
| ﬁii&& |

,‘” 5 o }.'f - _
II. Value of Azsets Uwned r Depreclation/ f

Book Value : Amortizationm
Uwned at - Owned at ! Allowanee in
1.1.75  31.,12.75 ¢ 1975

‘E

1. Machinery & Equipument

¢ 4. Trensport Equipment

.

4, Building (imeluding
Factory Owned Houses) !

11I. Yew Assets Acquired/Sold During 1975 ~ddTtTons 5T ?
’ at Cost (3aok,Vslaa) ;

; 1. Machinery & Equipment | | é
%2. Transport Equipment ; é
iSQ Land ; j*
[ A— L

4. Building

TOTAL




IV. Cost of Materials 2 Supplies Congumed During 1975

A. Materials

170

items

 Unit

loecal

Imported

Quanzity; Valua‘ Quaatity: Value

3.
4
5.
7.

TUTAL

B. Supplies

Items

Local
(%)

Imported
1€))

Packing Materials

Gther Supplies (if any)




€. Others
o it el ot e
1., Watar Galioaaj
2, Lubricauts Ballmg%
?3¢ “ Fuels :
| (a) Fuel 0il Gellons

(b) Diesel Gallons

(c) Petrol  Gallous

(d) Others | Galloas? |
?é. ﬁleetrieity |

"~ (a) Purchased k.w.h. 1
(b) Generated k.w.h, KXXX
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APPEFTVIR 3°

Extract from the Guidelines for the Pegulation of Acquisition of Assets,

Mergers and Take-overs (FI()

20th February i974.

IV. Guidelises for Regulation of Acquisitions, Mergers amd Take-overs

[

(i

5. The guidelines are sz follows:

Against the existing pattern of ownership, the proposed
acquisition of assets or amy interests, merger or take-
over should result directly or indirectly in 2 wore

balanced Malaysian perticipetion im ownership and control;

The proposed sequisition ¢f assets or any interssts,
merger or take-over ghould lead divectly or indirectly
to net economic benefits im relatiom to sueh mattere as:
the extent of Malaysian participation, particularly
Bumiputrs participation, ownership and management,
inecome distribution, growth, employment, exports,
quality, range of products and services, economic
diversification, processing and upgrading of local raw
materials, trainming, efficiemcy, and research and
development;

The proposed acquisition of assets or any imterests,
merger or take-over of companies and businesses should

not have adverse consequences in terms of natiomal



{iv)
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policies im such matters as defence, environmental

protection, or regional development ;

The onus of proving that the proposed acquigition of
assets or any interests, megger or take-over of companies
and businesses are not spainst the objectives of the New

Economic Policy i3 on the scquiring parties concerned.

6. The above guidelines will apply to the following:

(i)

{iii)

(iv)

(v}

&ny proposed acquisition by foreign interests of any

pubstantial fixed assgets inm Malaysia;

Auy proposed acquieition of assets or amy iaterests,
wergers and take-overs of compenies and businesses in
Mslaysis by any mesns, which will result in cwnership

or sentrol pagsing to foreign interests:

Aay proposed acquisities of 157 or move of the voting
power By any one foreign interests oxr associated group,
or by forsign interests im the aggregate of 307 or more
of the voting power of & lslaysian compeny and businesses;
Comtrol of Malaysian companies and businssses through

any form of joimt-vemture agreement, management agreement,
and technieal assistanee agreement or other arrangements;

Any merger and take-over of any company or busimegs in

pialaysia whether by Malaysian or foreign imterests;
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(vi) Any other proposed acquisition of assets or interests
exceeding in value © 1 willion whether by Malaysian

or foreign interests.

7. The above guidelines will not apply to specific projects which

are approved by the Covermment,

V. Submissions of Proposals

8. Proposals for auy acquisition of assets or amy interests,
mergers and take-overs of companies or businesses in Malaysi: as
set out in the above guidelines should be submitted and addressed
to the Secretary of the Foreign Investm$nt Comaittee (F.I1.C.),
Ecomomic Plapning Unit, Prime Minister's Department, Jilan Dato’

Onn, Kuala Lumpur 11-Cl.

9. Proposals should be accompanied by all relevant information

and documents to enable the Foreign Investment Committee to

determine whether the proposed acquisition of assets or interests,

wergere and take-overs of comapnies and businesses are congistemt

with the mnational interest. Such docuwents and informatiom will

include:

(i) The scheme of acquisition of assets or interests,

mergers and take-overs, imeluding distributiom of
shareholdings and amy other type of securities, by

citizenship;
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(ii) Finmancial statements relating to the existing company
or business being acquired, for the last three vears;

(iii) Finavcial statomente relating to projections for the

next three years following the proposed acquisition of
agsels, or any interests, mergers or take~overs

- % = o - = & . * %
{(iv) 4 list of existing substantial shareholders and theiy

vominees showing details of substantial shareholdings
by indiviudsl foreign interests and associated groups

of foreigu interests, suhstantial shareholdings by
individual Balaysizn interests and associated groups of
kalaysian interests, the proportions of owunership held

by foreigu interests in the aggregate and by Malaysian
interests ip the agcregate and the propertion of voting
rights exercisable by esch of the foregoing classes of
shareholder. Shareholding and voting rights held by
persons or companies known te be nominees should be
jdentified separately. Similar details in respect of all
the foregoing classes of shareholder should be provided

in respect of the ownership of any voting share option
granted by the offeree including options exercisable
under the terms of debenture or preference share issues.
The 1ist of information should show the existing structure
of ownership amd coutrol &8 well as the structure after
¢he proposed scquisition of assets, or any interests,

mergers and take-overs of compauies and businesses;
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{vi)

{ix)
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Detui f P
ails of apy existing asgociations with the offer or

including the date(s) on which the equity was acquired,

the
weans of acquisition, ®mergers, or take-overs (e.g.,a

new share placenent, a publie cffer or market purchases)

and the proportion of the offeree’'s voting power

agsociated with any existing equity holding. Details

should alse be given of other associations between the
offeror and the offeree, including agreepents relating to
the provision of financial and technieal agsistance and

to production and wmarketing. Particular referemce

should be made to any rights exercisable by the offeror

unier the terms of any such agreements to participate

in the management and control of the company or business:

Present employment strueture of company or business to be
acquired and projected employment structure followiag
acquisition of assets or any interests, merger or take-~

over for the next three yvears:

All management, serviee and technical assistamce agree-
ments, joint-venture agreements and other agreememts:
Expert valuation and similar reports of assets, company
or business tc be acquired;

Terms of acquisition, mergers or take~overs and

financial positicm of company or business to be acquired;
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(x)

(xi}

xil)

(xiii)

(

xiv)

{xv)

Details of Lhe et dvgd nr
he gebivie o e n ‘
® BMC activities of the offerec including its

CCOROMIC Boyforrpmee 2. .
oulc perforuance in terms of production, sales,

employment, ewports ang estipates of the value of each

Malaysian market for the cutput of the company or

business concerned and the offeree’s chare of each such
market. Estimstes should bhe given of the likely effects

of the acquisition, merger or take-over om the relative

balance of Malaygian and foreign ownership and comtyol;

Information resarding any relevant experience and
specisl gkille by the offeror in the offerce's aress of

management, rroduetics and marketing:

Details of competition sudfor couplementarity between
the ofieror and ciferee im production or marketiamg and
of any degree of dependence between the offeror and the

offeree in production or marketing.

Details of special liceuces, concessions, leaseholds,
gpecial permits from any Government authority in
Malaysia, enjoyed by the company oY business, and

patents, manufacturing rights and export franchises;

Details of the economic penefits and costs which as a

result of the acquisition, merger or take-over, could be

expected to accrue.

. s Cwnentad e sgult of the
setails of ehavges expected as a resul

3 5 §
acquisition, merger CF rake-over in the offeree’'s
‘ igit: . mETH

s e ek A t, investment,
practicee in matters such a8 ezployment,
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tection., Where the

offeree congiders

That the zcquisition is likely to have

ek

environmental a2ffants r9ig showid

12 b2 indicated:

{=zvi) Tetsils oo ¢

. Halaysiae participation

in ownershiv and povasoment fteliowing the acquisitionm,

¥ LRV NP PR ey PERE S e S S e “ ]
WEELZEr O Lake-over. Ulth regard to shareholders'

ould state the attitude

of its board of
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L

he offer: and

{xvii) All other relevart informution, particulariy evidemce to
prove that the acquisition of sssets, or any interests,

merger and take-over is mot against the natiomal interest.

10. All proposals and commnications addressed to the Foreign

Investment Committee will be treated in confidence,
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ATPERDIX "C°

A, Composition of the Capital Issues Committee:

(1) The Governor,
Bank Wegars Mzlaysia,

€2} Secretary Seneral,

o

dinigtry of Trade and Industry;

(3) Deputy Secretary Seneral,
Treasury:

{4} Registrar of Cospanies and Businesses:

{(5) A member from the business community.

wr

5, Covposition of the Fereign Invastment Committee:
11} Specisi Deononmic Adviser to Y.h.B. Prime Minister;

{2} Secretary Ceneral,
Treasuty;

{(3) Governor, )

Spmaps  Malaveia:
Bank legars, Ma:zaysidg

{4) Director General,
feonomic Planning Unit,
Trime ¥inister's Tepartment:

(5) Secretary {leneral,
Minigtry of Trade and Industry;

6) Chairman, | , bl by
© Federal tadustrial Developnent Anthority:

(7) Registrsr of Companies and Dusimesses,
Malaysia.
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SHERMAN ACT' (U.5.A.)

[ As amended by Fublic Ea. 314, 75th Congress, August 17, 1937;

15 v.5.C. §§ 1-7 (1970) 7

An Act to protect trade and commerce against unlawful restraints

and monnvolies.

Be it enacted by the 8enste and Pouse of Representatives of the

United States of Americs in Congress assembled, that

See. 1. FEwvery contract, comhination im the form of trust or
otherwise, or consniracy. in restraint of trade or commerce among the
several States, or with foreign uations, is hereby declarci.to be
illegal: Provided, That nothing herein eontained shall render illegal,
contracts or agreements preserihing minimum prices for the resale of a
commodity which bears, or the label or container of which bears, the
trade mark, brand, or name of the producer oY distributor of such,
commodity and which i# in free and onen competition with commodities
of the same general class produced or distributed by others, when
contracts or agreements of that deseription are lawful as applied to
intrastate transactions, under any starute, law, or public policy mow or
hereafter in effect in any State. Teeritory, or the District of

Columbia in which such ressle is to te made, or to which the commodity

XSeetmans 1. 2 and % of this Act were smended to increase criminal

penalties from $5,000 to 30,000 by Fublic lav 135, 24tk Cong. .

H.R. 3659, approved July 7, 1955,
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is to be tramsported for sush resale, and the making of such contracts
or asgreements shall not be an unfair method of competition umder
gection 5, as amended and suppiemented, of the act entitled "An Aet

to ereste a Federal Trade Comiiszion, to define its powers and duties,
and for other purpcses,” aspproved Septerher 26, 1914: Provided
further, That the preceding proviso shall not make lawful any contract
or agreement, providing for the establishuent or maintenance of minimuwm
resale prices on any commodity, herein involved, between manufacturers,
or between producers, or between wholesalers, or between brokers, or
between factors, or between retailers, or between persgons, firms,or
corporations in competition with each other. Every person who shall
make any comtract or engage in any comhination or conspiracy hereby
declared to he illagal shall he deemed guilty of a misdemeanor, and,
on conviction thereof, shall be punished by fine not exceeding fifty

thousand dollaxs, or by imprisonment not exceeding one year or by both

said punishments. in the discretion of the court.

Sec. 2. Every person whoe chall wmonopolize, or attempt to

monopolize, or combine or conspire with any other persom OT persons,

to monopoliize any part of the trade or commerce among the several

States, or with foreign nations, shall be deemed guilty of a

misdemeanor, and, on conviction ¢hereof, shall be punished by fine not
¥ s "

exceeding fifty thousand dollare, ©oF by imprisonment not exceeding oue

year, or by both said punishments, in the discretion of the court.
, .
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Sec. 3. Every contrsct, combination in form of trust or otherwise,

or comspiracy, in restraint of trade or commerce in any Territory of
the United States or of the District of Columbia, or in restraint of
trade or commerce hetween any such Territory amd smother, or between
any such Territory or Territories and any State or States or the
pistrict of Columbia, or with foreign nations, or between the District
of Columbia and any State or States or foreign natioms, is herveby
declared illegal. Every person who shall mske any sueh contract or
engage in any such combination or comspiracy shall be deemed guilty of
e misdemeanor and, on conviction thereof, shall be punished by fine
not exceeding fifty thousand dollars, or by imprisonment not exceeding

one year, or by both said penisghments, in the discretion of the court.
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AFFERDIZ 'p’

CLAYTOR ACT (including the Robinson-Patman

Amendment) (U,.S.A.)

Sec. 2. (a) That it shall be unlawful for any person engaged in

commerce, in the course of such commerce, either directly or indireetly,
to discriminate in price between different purchasers of commodities of
like grade and quality, where zither or any of the purchasers imvolved
iﬁ such discrimination are in commerce, whera such commodities are
sold for usa, consumption, or resale within the United States or any
Territory thereof or the District of Columbhia, or any imsular
possession or other place under the jurisdietion of the United States,
and where the effect of such diserimination may be gsubstantially to
lessen competition or tend to create a monopoly in any line of
commerce, or to injure, destroy, or prevent competition with any persom
who either grants or knowingly receives the benefit of such discriminma-
tion, or with customers of either of them: Provided, That pothing
herein contained ghall prevent differentials which make only due

allowances for differences in the cost of manufacture, sale, or

delivery resulting from the differing methods or quantities im which

gveh commodities are to such purchasexs sold or delivered: Provided,

however, That the Federal Trade (ommission may, after due investigation
UOHEVEeL 5

and hearing to all interested parties, fix and establish quantity

limits, snd revise the same as it finds necessary, as to particular
¥

compmodities or classes of commodities, where it finds that aveilsble
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than e 80 fived and estublished: And provided further, That

N [] . s 4 A e N o . R
ﬂ@thlﬁg bherein contained shall ‘;fré;g(zz,;t HEYSONS engagaé in Selhng gﬁadse
wares, or merchandise iz comerce Irom gselecting their cwn customers in

bona fide tramsactioms and mot in restraint of tvade: Any provided

further, That nothing herein contained ghall prevent price changes
from time to time where &i’i response to changing conditions affecting
the market for or the marketability of the goode concerned, such as bhut
pot limited to actual or jzminent deterioration of perishable goods,
obgsolescence of geasonal goods, distress gsales under court procesg. Or
gales in good faith im discontinuance of business in the grods

coneerned.

{(b) Upon proof being made, at any hearing on a complaint under
this section, that there hag been Aiserimination in price of services
cr facilities furnished, the burden of rebutting the prima facie case
thus pade by showin? justifieation shall be upen the person charged with
& viclatien of this sectien, and guless justifieatiom shall be

effirmatively shown, the Commission is suthorized to issue an order

erovided, however, That nothing herein

terminating the digcrimination’

contained shall prevent 2 seller retutting the prima facie case thus

made by showing ¢hat his lower price ov the furnishing of services or

i 3 - uychagers was made in good faith to
facilities to any purchaser oX purcha
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¢ an equally low price of g somyatizos .
s d - srice of & somyatitoe, or the gervices or facilities

gfurnished by & competitor,

(¢) That it shall be unlawful for any person engaged in commerce,
{n the course of such commerce, to pay or gramt, or to receive or
accept, anything of value as 2 commission, brokerage, or other
compensation, or any allowance or discount in lieu thereof, except for
services rendered in counection with the sale or purchase of goods,
wares, or merchandise, either tc the other party to such transaction oOF
to an agent, representative, or other intermediary therein where such
intermediary is acting im faet for or in behalf, or is subjeet to the
direet or indirect eontrol, of any party to such transaction other

than the person by whom such compensation is so granted or paid.

(d) That it shall be wnlgwful for any person engaged in commerce
to pay or coatract for the payment of anything of value to oY for the
benefit of a cugtomer of such person in the course of such commerce as
compensation or in consideration for any services or cacilities
furnished by o¥ ¢hrough such customel in connection with the processing,
handling, sale, OF offering for sale o€ any products OF cormodities

manufactured, sold, oT offered for sale by guch person, unlees guch

payment OT conaideration is svailable on proportionally equal terms toO

all other customers competing in the distribution of such products OT

commodities.

Y s £ ' i riﬁiﬂﬂu in
(e) That it ghall be snlawful for any person to disc

gaver of one purchaser against another purchaser oF purciasers of 2
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di b@ﬁ Ei £ } ooy 3 vl i ' .
commodity gt ior resale, with ov without processing, by contracting

to furnish or farntshinz, or by conrributing to the furnishing of, any

gervices Oy ifacilitles connecred with the processing, handling, sale,

or offering for sale of such

¥

2

dity 80 purchased upon terms not

accorded to all purchasers om proportionaliy equal terms.

4 = . )
(£) That it shall be unlswful for any persom engaged in commerce,
in the course of such commerce, knowingly to induce or receive &

diseriminatien in price which iz srehibited by this sectionm.

Sec. 3. That it shall be unlowful for amy person engaged in
coumerce, in the course of such commerce, to jease or make & sale or
contract for sale of goods, wares, serehandise, machinery, supplies or
other commodities, whether patented or uvopatented, for wse, consumption
or resale within the United States or any Territory thereof or the
Sigtrict of Columbia or any ingular possession or other place under
the jurisdiction of the Upited States, or fix a price charged therefor,
or discount from, or rebate upon, guch price, on the condition, agree-
ment, OY snderstanding that the ieggee or purchaser thereof shall not
use or deal in the goods, wWarcs, merchandise, machinery, supplies, or

cthey commodicies of 2 eommetitor or competitors of the lessor or

gellor, where the effect of gsueh 1gzge. sale, oY contract for sale or

guch conditiom, agreement OF snderstandirg ray be to eutstantially

lesgen competition of rend to create € monopoly in any line of comeerce.

Ses. 4. That any person who shall be Imjured in his business or

proparty by reason of anything forbidden in the sutitruet lavs miy sue

w
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therefor in anv district court of the United States in the district in
which the defendant resides or is found or has an agent, without
respect to the amount in controveray, and shall recover threefold the

damages by him sustained, and the cost of suit, including a reasonable

attorney's fae.

Sec. 7. That no corporation engaged in commerce shall acquire,
directly or indirectly, the whole or amy part of the stock or other
ghare capital and no corporation gubject to the jurisdietion of the
redersl Trade Cormission shsll acquire the whole or any part of the
sssets of another corperation engaged alsc in cormerce, where in any
line of ccmmerce in any section of the country, the elfeet of such
acquisicion way be substantially tc lessen comperition, or to tend

to create a monopoly.

No corporation ghall acquire, directly or indireectly, the whole
or any part of the stock of pther share capital and no corporation
subject to the jurisdiction of the Federal Trade Commission shall
acquire the whole or any part cf the assets of one oOF more corporations
engaged in commerce, where in any line of commerce in any section of

the country, the effect of such acquisition, of such stocks or assets,

or of the use of such gtock by the votiug oF granting of proxies or

otherwise, may be gubstantially to jegsen competitiom, or to tend to

create a monopoly.

This eection ghall not aprly to corporations purchasing guch stock

solely for ; ayestment and not ysing the same by voting or otherwise to
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bring about, or in attempting to brimg about, the substantial lessening

rici : . .
of comperition. Wor shall anythiny contained im this section prevent

g corporation enpaged in commerce from causing the formation of
gubsidiary corporations for the actual carrying on of their immediate
1awful business, or the natural and legitimate hranches or extensions
thereof, or from owning and holding all or a part of the stock of such
gubsidiary corporations, when the effect of such formation is not to

substantially lessen competition.

Nor shall anything herein contained be econsgtrued to prohibit any
common carrier subject to the laws to regzulate commerce from aiding in
the construction of branches or short 1ines so located as to become
geeders to the main line of the cempany 80 aiding in such construction
or from acquiring or owning all or any part of the stock of such branch
1ines. nor to prevent amy auch common carrier from acquirine and owning
all or any part of the stock of a branch or short line comstructed by
an independent company where there is no substantial ccmpetition
between the company owning the branch 1ine so constructed and the
company owning the main line aequiring the property or an interest
therein, mor to prevent guch common carrier from extending any of its

iines through the medium of the aequisition of stock or otherwise of any

other cosmon carrier vhere there is no gubstantial competition between

the eompany extending it linee and the company whose stock, property,

or an interest therein is 80 acquired.
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Nothing neairesd in Fhi )

air any righe retofors St e
o beretofore lensliy cequired: Provided, That nothing

n this sectiem i1 he held sr nonatys .
i shall be held or somstrued to authorize or nake lawful

anything heretcfore probikited o

Tilegal by the antitrust laws,

nor to exewpt any person from the pemal provisions thereof or the

eivil remedies therein provided.

Nothing contained in thir section shall apply to transactions
duly eonsummated pusuemt to suthority pivem by the Civil Aevonautics
Board, Federal Communications Jowmission, TFederal Power Commiseion,
tuterstate Comaerce Coumission, the Securities and fwchange Commission
in the exercise of its jurisdicrion under section 75J of this title
!i 15 U.8.C . B 790 7 the United Gtates Maritime Commission, or the

cecretary of Agriculture under amy statutory provision vesting sueh

power im such Coumissionu, Secretary, or Poard.

Sae. &. Yo private banker or direetor, officer, or emplovee of
any member bank of the Federal Mesearch System or any branch thereof
shall be at the same time a director, sEficer, or employee of any other
bank, banking asgociation, savings hank, or trust company organized

under the Wational Bank Act or orpanized under the laws of any State

5

or of the Distriet of Columbia, oY an¥ tyeanch thereof. except that the

Roard of Governors of the Federal regearch System may by regulation

permit such service as a director, cfficer, or employee of not more

than ome other such imstitution oF pranch thegeof: but the foregoing

prohibition shall mot apply in the €28€ of any one or wore of the
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f@ll@qiﬁg [+ § m}! bi‘ﬂ&c?& ihe‘:eg;{ .

(1) A bank, banking association, saving bank, or trust company,
wore than 90 per centun of the stock of which ie owned directly or
indirectly by the United States or by any corporation fo which
the United States directly sy indirectly owns more than 90 per

centuns of the stock.

i & 5 I 1 - g o g e . i

{(2) A bank, vanking ssscciztion, ssving bark, or trust company,
whick hag beer placed formally iv liguidation or which is im
the hands of & receiver, couservator, or other official

exercising similar functions.

(3) A corporstion, principally ongaged in internntional or
foreign banking or barking in a dependency of ingular poszession
of the United Srates which has entered into ap azreenent with the
Board of Covernors of the Yederzl Reserve Svstem pursuant to

section 601 to HOA4 of Titie 12,

(4) & bauk, banking corporation, savings bank, or trust company,
more than 5C per centum of the commou stock of which is owned
directly or indirectiy by persobs who ows directly or inmdirectly

coumbn stock of such menber bank.

£

@ore than SU per ceutum gi tae

{(5) A bank, banking association, savings bank, or trust company.
not loeated and having uwo branch jn the same city, town, oOr
village as that ip which such membexr bank or any bramch thereof

ig located, or im any city. EOWE. or village contiguous oF

adjacent thereto.
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(6) A bauk, banii 2tia : % g o
» anking assoclation, savings cank, or trust coupany,

1 § gl o s ~+ ] o . N . .
uot engages in a class or classes of business in waleh sueh member

pank is eugaged.

(73 A wuatual savings bsnk haviag no capital stoek.

Tatil Tabwruaary L, 1890 gechine {p #hi : : $

Uatil Fehruary 1, 1939, uothing in this section shall prohibit any
P E£E4 y — AR, WP | £ ; Y
divector, officer. or emplovee of aav sewmber bauk of the Federal Reserve

System, or any braub theresf, who iz lawfully eerviag st the same time

ag a private baaker or aeg & director, oificer, or employee of any other

pank, bapkiog assoclation, savii

og bank, or trust company, Or amy

Lraneh thereci. on the date of enactment of the danking Act of 1935,

from contimuing such service,

The Zeard of Covernours of

voderal Deserve System is suthorized

gection, aud to preseribe

sach rules and tegulations as necegpary for that purpose.
%o person at the same pige shsll be a director in auny CWo OF mOT@

corporations, amy one of which has capitel, sugpliue, and undivided

i, engaged in whole oY in part

wanking nssociations, truet companies,

i & to N e woarsiaia € A s el <1
and SoUEHen carviers sapjIct to the foft f© veguists commerce, AEpproves

L . 3 . ond mishew-geven, 1f guch oo orations
Yebrvary Foprih, eighteen andrat aud eiphty—o€ CTE

e virtue of eheiy busiress and

- VS N
are or shall have been th

2o that the elimination of

location of operabion, 0% 3
rnen would constitute a viclation of
i B t between Lnew poirid ¢
covpetition by agresnen
g 4 # [4 *
., of tha antitzust laug. The eligibility
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of & director under ths foregein

provigion shall be datermined by the
aggrezate amount ol

abal,

surpius, snd undivided profits,

exclugive of dividends declaved but wet paid to stoekholders, at the

end of the figeal year of said

corporation next precading the electiom
of directors, and whem & director has been slected in secordance with

the provisions of this Aci it siall be lawful for him to contimue as

such foy cone yvear thereafter.

When any person elected or chosen 35 a director or ofiicer oy
selected as an eaployee of any bauk or othey corporation subjact to
¢he provizions of this ict is eligible ai the time of his election or
selection to act for such bank or cther corporation im such capacity
Lis eligibility to act im such sapacity shiall not be affected and he
chall not become or be deemed amenable to amy of the provisions
nerecf by reason oI amy change in the affairs of such banmk or other
corporstion Eron whalsCever Canst, whother specifically excepted by
anv of the provisions mereci or not, uutial the expiration of one yest

e B P SN RS S % -;,-r;»‘_"i 2y gy T
L‘.l‘:c.}ih ti‘iﬁ Sate of s C’}.ehglgﬁ oY EnD 1‘3}%“’1“’::
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APPENDIX ‘P’
FEDERAL TRADE COMMISSION ACT (U.S.A.)
{An Act t5 creste a Federal Trade Commission,

to dafine its powers and duties, and for other
purposes)

gec. 5.(a)(1l) Unfair methods of competition in commeice, and
unfair or deceptive acts or practices im commercs

ara daclared unlawiul.
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APPERDIX ‘G
THE MONOPOLIES AND RESTRICTIVE
| PRACTICES
(INQUIRY AND CONTROL) ACT, 1948
(1) Bxtract from Section 3

Conditions to which Act applies

3. « (I) Conditions to which this Act applies shall be deemed for the
purposes of this Act to preveil as respects the supply of goods of amy
description if either -

(a) at least one-thivd of 21l the goods of that description
which sre supplied in the United Kingdom or any substantial
part thereof are supplied by or to &ny one persom, OF by
OF Lo @ay two Or more persons, being interconnected bodies
corporaie, or by or to any such two oY more persons 83 are
descrilbed in subsection (2) of this sectiom; or

(b) any agreements or arrangements {whether 1ega11yuenfarceabla
or mot) are in operation the result of which is that, in
the United Kingdom or &ay substantial part thereof, goods
of that deseription are not supplied at all.
(2) The two oY more persons referred to in subsection (I) of
this section are amy two OF more persons who, whether voluatarily or aot,
and whether by sgreement oF arrangement or not 60 conduct their respective
in any wvay Lo prevent oY restrict competition im connection with

affairs as

the production oY supply of goods of the description in question {(whether

or mot they themselves are affected by the competition and vhether the

competition is between persoas i{nterested as suppliers or producers oF
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between persons interected as customers of suppliers or producers):
Provided that in coneidering whether or not any two or more

persons 30 conduct their affairs as gforezaid, practices as to the

workers to be emploved or not to ba amzlsyed by them or as to the
remuneraction, conditions of employment. hours of work or working
conditions of workers, or any class of workers, s0 employed shall be
left out of account.

Monopoly and Bestrictive Practices

(Bection & makes the same provision in respect of the application of

any process to goods.)

(i1) Section l4: THE PUBLIC INTERZST

14, In determining whether any coaditions to which this Act applies
or any things which are done by the parties concerned as a result of,
or for the purpose of preserving, any conditisas to which this Act applies,
operate or may be :xpected to operatz againat the public interest, all
matters which appear in the particular circumstauces to be relevant
shall be taken into account and, amongst other thinge regard shall be
had to the need. consistently with the general position of the United
Kingdom, to achiave -
(a) the production. treatment and discribution by the most
efficient and economical weans of goods of such types
and qualities, in such volume and at such prices &s will

pest maet the requirements of home and overseas markets;
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{b) the organiza:cion of industry aad trade in such a way
that their afficiency is progressively increased and new
enterprise is emcouraged;

(c) the fullest uue and best distribution of wen, materials
and iadustrial capacity in the United Ringdom; and

(d) the development 5f technical improvements and the expaunsion

of existing markets and the opeming up of new markets,
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APPENDIX 'H'
THE MONOPOLIES AND MERGERS ACT, 1965
(1) Section 3, Subsections (4),(5) and (6):

POWERS OF BOARD OF TRADE IN RELATION TO
MONOPOLY SITUATIONS

{(4) The Board may =
(a) declare it to be unlawiul. except to such extent and in such
circumstances as may be provided by or undexr the order -

(1) to discriminate in any manner specified or described in the
order between any persons in the prices charged for goods or
sarvices so specif.ed or described, or to do anything so
specified or described which appears to the Board to amount
to such discrimination, or to procure others to do any of
the things above mentioned;

(ii) to give or agree to glve in other ways any such preference
as respects cna supply of goods or services, or the giviag
of orders for gzoods oY servicee, as aay be so specified or
described. or to do anything &0 specified or described which
appears to the Board to amount to giving such a preference,
or to procure others to do eny of the things above wentioned;

(iii) to charge for goode or services suppliad prices different
from those in any published list or motification, or to do
anythioag 0 specified oF dascribed which appears to the Board

to smount to charging such prices;

(b) require a person supy lying goods oF services to publish a list of

or otherwise notify prices, with or without such further information



as may be so0 specified or described;

(c) regulate to sueh extent aad in such circumstsnces as may be provided
by or under the order the prices to be charged for amy goods or
services s0 specified or described,

but the Board shall not, in relation to goods or services of any class

to which the report relates. exercise the power conferved by virtue of

paragrayh (c) above unless it appears to the Bosrd on the facts found
by the Commission as stated im the report that proces charged in the
case of goods or services of that class are, or have been. such as to
operate or to be expacted to operate. ageinst the public interest.

(3) The Board may prohibit or restrict the acquisition by any person

»f the whole or part of the undertaking or assets of another person's

crade or business., or the doing of anything which will or msy result ia

any bodies corporate becoming interconmected bodies corporate, Or may

require that, if such an acquisition is made or anything is done which
has that result, the persons concernad or any of them shall thereafter
observe any prohibitions oF restrictions imposed by or under the order.

(6) The Board may provide for the division of any trade or business

by the sale of any part of the undertaking or assets or otherwise (for

which surpose all the activities carried on by wBy of trade or business

by any ome parsom OF by any two O¥ more interconnected bodies corporate

may be treated as & single trade or businass), or for the division of any

group of interconnected bodies corporate, and for all such matters as

N e uding =
may bz necessary Lo affect or take account of the divisioam, including

(a) the transfer OF vesting of property. rights, liabilities

or obligations;
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(b) the adjustment of contracts, whether by the discharge or
reduction of any liability obligation or otherwise;

{c) the creation. allotment, surrender or cencellation of
any shares, stock or cecurities;

(d) the formation or winding-up of a compeny or other
association, ¢orporate or unincorporated, or the amsndment
of the memorandum and articles or other instruments
ragulating any cowpany or associationm;

{2) the extent to which, and the circumstances in which,
provisions of the order affecting s company or association
in its shara canital, constitution or other matters may be
gltered by the company or association. and the registration
under eny enactnent (including an enactment of the Parliament
of Northern Ireland) of the order by companies or associations
so affected;

(£) the continuation with sny necessary change of parties of
any legal proceedings.

(ii) Section 6. Igsgg?:;iggs Tél) and (2): NEW POWERS

6. - (1) Where it appears to the Poard of Trade that it is or may be

the fact that ~

: ied on in the
(8) two or more anterprises, one at least carr

United Kingdom or by or under the control of a body corporate

{ncorporated in the ynited Kingdom, have not esrlier thaan

ix months previaaslyw ceased to be distinct enterprises; and
s , :
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(b) either -

2;

and report on tha

(1)

(i1)

as & recult, the following condit:ions nrevail, or do 8o to 8
greater extent. &8s respects the zupply of goods or services

of any deseription, that is to say. as Tespects the supply of
goods of any description. at least ome-third of the goods of
that description which are supplied in the United Kingdon or
any cubstantial part thereof are supplied by or to any one
person, or by or to the persoas by whom the enterprises {so far
as they continua to be carried on) are carried om, or, as respacts
the supply of services of amy descriptiom, the supply of services
of that description in the United Kingdom or amy substantial
part thereof is, to the extent of at least one-third, by or for
any one persop. or by or gor the persons by whom the entexrprises
eo far az they continue to be carried on) are carried omj OF

the value of the assets taken over exceeds five million pounds;
the Board of Trade nmay, if they think fit, refer the matter to
the Comniscion for investigation and report and, if they do so,
shall publish the reference in such manner as they think most
sultable for bringing it to the notice of the persons affected:s
provided that paragraph (b) (1) above shail not apply vhere the
prevalance of the conditions in question is expressly authorized
by or uader any snactment, othar than the enactments relating

ts patents and trade marks.

On a raference under this section the Commission shall investigate

ggcts, that is to say (subject to subsection (&) below)
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on the question whether subsection (1)(a) and (b) above are satisfied;

and if the Commission find they are satisfied, the Commission shall

slso investigate and report whether the fact of the enterprises having
ceased, in the circuustances of the case, to be distinct enterprises
operates or way be expected to operate against the public interest;

gnd if the Commission so find, the Comaission shall consider whether any
and if so vhat action (whether under this Act or otherwise and whether
by a Minister of the Crown. Government department or other authority or
by the parties concarned themselves) should be taken to remedy or prevent
any mischiefs which result or may be expected to result, and =may, if
they think fit, include recommendations &s to such action ia their

Teport.
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APPENDIX 'J°

FAIR TRADINC ACT 1973

pefinition of momopnly situation in relation to the supply of goods.
6. = (1) Por the purposes of this Act a momopoly situation shall be

taken to exist in relation to the supply of goods of amy description
in the following cases, that is to say, if -

(a) at least one-quarter of all the goods of that description
which are supplied in the United Kingdom are supplied by
one and the sawe persom, or are supplied to one and the
same persom. OF

(b) at least ome-quarter of all the goods of that description

ich are supplied in the United Kingdom are supplied by
members of one and the same group of interconnected bodies
corporate, OF are supplied to members of one and the same
group of interconnected bodies corporate, or

(c) at least cne-quarter of all the goods of that description
which are supplied in the Onited Kingdom are supplied by
nembers of one and the same group consisting of two or more
such persons as are mentioned in subsection (2) of this
saction, Or are supplied to members of one and the same
Zroup consisting of two or more such persons, OF

(d) one or mo¥e agreements are in operation, the result or
collective result of which is that goods of that description

are not supplied in the United Kingdom at all.
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APPENDIX 'J'

FAIR TRADIRG ACT 1973

pefinition of momopoly situation in relation to the supply of goods.
6. = (1) For the purposes of this Act & momopoly situation shall be
taken to exist in relation to the supply of goods of any description
in the following cases, that is to say, if -

(a) at least cne-quarter of all the goods of that description
whiech avre supplied in the United Kingdom are supplied by
one and the seme person, or are supplied to one and the
same personm, OT

(b) at least ome~quarier of all the goods of that description

sch are supplied in the United Kingdom are supplied by
members of one and the ssme group of interconnected bodies
corporate, Or are supp lied to members of one and the same
group of interconnected bodies corporate, OF

(c) at least one-quarter of all the goods of that deseription
which are supplied in the United Kingdom are supplied by
nembers of one and the same group consisting of two or more
such pereons as are mentioned in subsection (2) of this
section, Or are supplied to members of ons and the same
zroup consisting of two or more such persons, Or

(d) one or more agreements are in operation, the result or

collective result of which is that goods of that description

are not supplied in the United Kingdom at all.



204

(2) The twe or more persons referred to in subsection (l)(e) of
this section, in velation to goods uf any description, are any two OF
more persons (not being & group of interconnacted bodies corporate) who
whether valuatarily or not, and whether by sgreement or not, so conduct
their respective atfairs as in any way to preveat, restrict or distort
competition in commection with the production ox supply of goods of
that description, vwhether or not they themselves are affected by the
competition and whether the competition is between persons interested
as producers or suppliers ox between persons interested as cuslomers

of producers or suppliers.

pefinition of the public interest
84. - (1) In determining for any purposes to which this section applies
whather any particular matter operates, Or may be expected to oparats,
against the publie interest, the Commission chall take into account all
matters which appear to them in the psrticular circumstances te be
relevant and, among other things, shall have regard to the desirability-
() of nainteaining and promoting effective competition between
persons supplying goods and services in the United Kingdom;
(b) of promoting the interests of consuners, purchasers and
other users of goods and services in the United Kingdom
in pespect of the prices charged for them and in respect
of their quality aad the variety of goods and services
supplied;

(c) of promoting, through competition, the reduction of costs

and the development and use of new techniques and new products,
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and of facilitating the eatry of new competitors into
existing marketsy
(d) of maintaining and promoting the balanced distribution of
industry and eaployuent in the United Kingdom; and
(2) of maintaining and promoting competitive sctivity in merkets
sutside the United Kingdom on the pavet of producers of goods,
and of suppliers of goods and sarvices, in the United Kingdom.
(2) This section applies to the purposes of any functions of the
Comsission under this Act osther than functions t5 which section 59(3)

of this Act applies.

Order bringing under control restrictive agreements relating to services.
107. « (1) The Secretary of State may by statutory inmstrument make an
order in respect of a class of services deseritad in the order (in this
Act referred to, in relation to an ovder under this section, as ''services
brought under contrel by the order") and direct by the order that, subject
to the following provisions of thiz Pert of this Act, the agreements to
which Part I of the act of 1950 spplies shall include agreements, whether
nade before or after the passing of this Act and whether before or after
the making of the order, which -
(a) are agreements betwean two or more persoms carrying om
business within the United Kingdom in the supply of
ssyvices brought under control by the order, or between

tyo OF nore such persons together with one or more other

parties, and
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(b) sre agreements under which restrictions, im respect of
matters specified in the order for the purposes of this
paragraph, are accepted by two or more parties.

(2) A clasa of services described in en order under this sectionm,
as being the services brought under control by the order, may consist -

(a) of services of one or more descriptions specified in that
bghalf in the oxder, or

{b) of all services exmcept services of one or more descriptioms
so specified, ox

{e¢) of all services without exceptiou,

(3) The matters which may be specified im such an order for the
purposes of subsection (1)(b) of this section are any of the following,
that is to say -

(2) the charges to be made, quoted or paid for designated
servicas supplied, offered or obtained;

(b) the terms or conditions on or subject to which designated
services are to be supplied or obtained;

(c) the extent (if amy) to which, or the scele (if any) on
which, designated services are to be made aveilsble, supplied
or obtained; |

(d) the form or manmer in which designated services are to be
sade available, supplied or obtained;

(2) the persons or classes of persons for whom or from whom,
or the areas or places ia or from which, designar~d services

are to be made available or supplied or are to be obtaimed.
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