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Awaken t he | ocal giants

PROF Chri stopher O arke, the regional managi ng director of AT Kearney, the
gl obal managenent consultants, nmade sone very pertinent points on the
i mredi at e chal | enges faci ng Mal aysi an congl onorates. Particularly the
poi nt about the congl onerates having to grapple with the chal |l enges of
gl obalisation and |iberalisation, apart fromthe nore obvi ous probl ens
emanating fromthe current econom c downturn. d obalisation and
liberalisation will open up donestic nmarkets to international conpetitors,
a doubl e whamry for | ocal congl onerates al ready weakened by the inpact of
the region's currency and stock nmarket turnoil

The foreign conglonerates, armed with a | ot of cash and technol ogy, are
al ready on the | ook-out for good buys in countries |ike Ml aysia to expand
their enpires. AT Kearney itself has reported of the interests expressed
by some of its clients to consider nmerger and acquisition (M&A) deals with
| ocal conpani es in banking, tel econmunications, food, building materials,
and el ectronics sectors. In fact, the gl obal consultant conmpany has
shifted people at its Kuala Lunpur office to work on M&A and post - nmer ger
exerci ses due to increased business in this line. A though MA nust be
seen in a positive light as it could strengthen the position of |ocal
conmpani es and hel p them prepare better for globalisation and
liberalisation, it could also neans yielding control of |ocal operations
and national interests to outside parties at the end of the day. Unless
Mal aysi an conpanies are in a very strong position to set their own terns,
it is very likely that they will find thenselves at the receiving end in
an MRGA. If this is the case, Ml aysians could wake up one day to find
their congl onerates eaten up and reduced to snall parts of a gl obal
network serving the globalised and liberalised conmunity. Should this
happen, our econony will cease to be ours to control

Whi l e such a scenario could sound a little excessive, it is far from
i mprobabl e. Worl dwi de, giants have nerged with other giants to becone so
big that the conpetitors cannot hope to touch them in fact, they are
sometines left with no worthy conpetitors at all. Prinme M nister Datuk
Seri Dr Mahathir Mohamad recently nmade references to this when addressing
| ocal entrepreneurs. This |l and of the giants, he said, is the face of
naked capitalismwhich is the opposite of free market, the gentler face of
capitalismpresented to discredit socialismand comuni sm In naked
capitalism there is no place for the snmall and the | ess well -prepared.

Prof C arke gave sone pointers as to how Ml aysi an congl oner ates, which
are a prime target for MA, should go about preparing thenselves in the
face of such a conpetition as well as in view of the current econom c
downturn. The nost inportant thing is for the | ocal conglonerates to focus
on things they are successful in. This is the opposite of the nassive
diversification exercises they had undertaken during the good tinmes not
too long ago. The argument for this is sinple: if a conglonerate in
Mal aysia is in 10 different businesses, he will soon be facing 10
different big guys who are each specialised in their respective fields.
Sinme Darby is one of the Ml aysian congl onerates that woul d have been
inmplicated in Prof Carke's argunment. In the case of Sinme Darby, it has
al ready pull ed out of banking and securities, which are recent forays that
have cost it dearly. Sine Darby has said it will now concentrate on things
it does best.

The Government has been encouragi ng i ndustries to consider nergers to



strengt hen and consolidate. Since the crisis, its insistence has been
directed strongly at banks, finance conpani es, insurance firnmns,
st ockbrokers. Before that, the tel ecommunicati on conpani es were al so urged
to look at the nerits of MRA. Prof Cl arke's points are an echo of these
calls made by the authorities. It had taken the industry | eaders ages -
and the economic downturn - to respond to the call. Prof Carke's
di scl osure that companies in certain sectors of the econony are already
targetted for MRA shoul d give the people concerned a sense of urgency to
act before they becone someone's neal .
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