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Merged not maul ed

MERGERS have becone a necessity for small conpanies striving to stay alive
inarapidly globalising world. Fi nance conpani es and banks i n Mal aysi a
are doing just that in order to be well prepared for stiff conpetition
fromthe gi ants when the gl obal financial sector is |iberalised. However
intherichindustralised countries, nergers have taken pl ace even bet ween
gi ants, produci ng nega giants. This has proven fatal for many snal |
conpani es, even after they have merged anong thenselves. In a country |ike
Mal aysi a, the biggest corporation may only be nediumsized in the US or
Japan. Mergers anong | ocal conpani es, therefore, may not be enough to save
themfromthe giant corporate predators. As such, nore and nore | oca
corporate players are finding it strategically beneficial toallowfor
foreign equity participationintheir conpanies, preferably by the giants
or the nmega giants, so that they woul d not be conpl etely devoured when

gl obalisation and |iberalisation come knocking on their doors.

Prime M nister Datuk Seri Dr Mahat hir Mohamad, in his recent speeches
| ocally and abroad, has spoken of this David-versus-CGoliath scenario in a
gl obal i sed, deregul ated worl d. On Monday, he once agai n rem nded | oca
conpani es of the need to increase efficiency and be on guard agai nst
attenpts by foreign corporations to "re-colonise" the country by way of
its econony and busi ness. The prospects are nore real today with shares of
| ocal conpani es going for next to nothing, a situation conpounded by the
weaker ringgit. Both are the results of the regional financial crisis that
will enter its first excruciating year next week. For exanple, as Dr
Mahat hi r poi nted out on Sunday, at the end of the Umo general assenbly,
76 Bumi putera-control | ed compani es out of 82 that were all ocated shares by
t he Governnent had seen their share prices drop way belowtheir initial
public offer price. Generally, the shares on the Kual a Lunpur St ock
Exchange, including the blue chips, are experiencing the sane fate.

But that does not nean that Mal aysi an conpani es are def encel ess or
shoul d do nothing to protect their interests against this newformof
col oni sation by the newcapitalists. Corporate nergers shoul d not be seen
as an exerci se where parties involved | ose control and end up with less in
the nmerged entity. Major firms i n devel oped countries have used nergers
effectively as a corporate strategy, oftenresultinginbigprofits for
bot h owners and sharehol ders. In the US and Europe, nergers and
acqui sitions are viabl e short-cuts to beconm ng a maj or internationa
pl ayer. Conpani es i n t hese advanced economni es have been practi sing cross-
border nmergers to protect, consolidate and advance their international
conmpetitiveness. Between 1988 and 1996, according to the Wirld I nvest nent
Report, cross-border nergers and acqui sitions doubl ed to sone US$305
mllion (US$1 = RMB. 95). Such nergers are wi dely acknow edged as an
ef fective means of creating transnational corporations.

The fact that Ml aysi an conpani es have to nerge or all ow ot hers to buy
stakes in their equity structure is not sonething the Governnent can have
total control over. That is what gl obalisation, deregul ation and
liberalisation are all about. The biggest challenge for the | oca
conpanies is to avoid being conpletely nmaul ed by the nerger and
acquisition predators. That will require themto be big enough in the
first place, or have niche markets, or at | east be very, very efficient in
their areas of business. Dr Mahathir's advice to Proton, the nati onal car
manuf acturer, to buck the trend, findits own niche, and cone up with



i mproved desi gns and products will hel p ensure that Proton devel ops a
built-in nmechanismthat could foil attenpts to devour it. As |long as
Mal aysi an conpani es naintain the national identity, any effort to
globalise themwill be nore difficult. Evenif Proton, for exanple, nerges
with General Mdtors, it will not be stolen fromMal aysiaif it safeguards
its unique Mal aysian identity.
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