
Real benefits of an 
equal share of the pie 
T H E controversy over the ex-
tent o f B u m i p u t e r a ownersh ip 
in the corporate sector br ings 
back memor i e s and a sense of 
deja vu. 

It shows again the impor -
tance o f and ab id ing concern 
w i th distr ibution, i.e. sha r ing 
the outcome of development, 
w h i c h I feel lies at the heart of it. 

St i l l , c learer th ink ing , a bet-
ter sense of ba lance , the 
restorat ion of a proper per-
spective a n d a restatement of 
the fundamenta l objectives of 
development are d ire ly need-
ed. The drift in the debate on 
ownersh ip a n d contro l needs to 
be re-steered a n d must be giv-
en its p roper deve lopmenta l 
context. 

W h e n I r e tu rned f rom over-
seas in late 1969 just after the 
race r iots in M a y as a govern-
ment scholar , I was assigned to 
the Economic P l ann ing Uni t 
(EPU). Work on the semina l 
Second Ma lays i a P l an , and on 
the N e w Economic Pol icy 
(NEP), was jus t s tar t ing w i th in 
and outside the E P U , a n d the 
a i r was electr ic w i th excite-
ment a n d uncertainty. 

The results from the f irst-ev-
er large ownersh ip survey o f 
l imi ted companies f r om the 
Depar tment o f Statistics, w h i c h 
subsequently became the basis 
for m e a s u r i n g ownersh ip , 
were made avai lable and i t was 
a shock to see that Ma lays 
owned less than one per cent of 
total share capi ta l in 1970. 

M o r e shocks came through 
w h e n the income survey 
showed that about ha l f o f 
households in 1970 were in ab-
solute poverty, w i t h Malays ac-
count ing for the bulk of the 
poor, a n d that income d is t r ibu-
t ion h a d worsened over the 
1957-70 per iod . 

These f indings prov ided the 
underp inn ings o f the N E P and 
the surveys were cont inued 
a n d supp lemented by statistics 
from var ious institutions, in-
corporated in the nine develop-
ment p lans a n d eight m id - t e rm 
rev iews o f the p lans, w h i c h 
were a l l endorsed by Cabinet 
and Par l i ament for the past 35 
years. 

There was , therefore, ample 
t ime a n d opportunity to ques-
t ion not only the statist ical 
sources and methodologies but 

also the findings. 
Those involved in the N E P 

were very m u c h aware o f the 
problems associated w i th m e a -
surements, not only of owner -
ship but also of poverty and in-
come distr ibut ion, a n d the im-
portance of statistics a n d 
methodology in areas that were 
fre ighted w i th sensitivities. 

As the a im was to measure 
ownersh ip and contro l o f 
wea l th , we k n e w that we wou ld 
need to measure the r e a l value 
of assets, f inancia l a n d non-f i-
nanc ia l , inc lud ing share cap i -
tal. Bu t because there were no 
statistics avai lable then on oth-
er forms of wea l th , the p l an -
ners h a d to m a k e do w i th share 
cap i t a l . 

We ant ic ipated also that w i th 
g rowth a n d s t ruc tura l 
changes, the pat te rn o f owne r -
sh ip a n d contro l wou ld also 
change and postulated in-
c reas ing ownersh ip concent ra -
t ion and the g r ow ing i m p o r -
tance of ownersh ip by institu-
tions. A l l these needed to be 
t racked and assessed. 

Mo r e recently, w i th f inanc ia l 
integrat ion, d is - intermediat ion 
and g rowth o f the capi ta l m a r -
ket, costs of f inance, chang ing 
patterns of foreign direct in-
vestment and their f inanc ing , 
wou ld a l l load to changes in the 
relative impor tance of share 
capi ta l as a source of finance 
for investment. 

Comprehens ive , detai led, 

regu lar and t imely statistics, 
especial ly on income, owner -
ship a n d employment by ethnic 
groups, must be col lected. But 
somewhere d o w n the l ine , as 
g rowth ga ined greater pr io r i t y 
and d is t r ibut ion went out o f 
fashion, stat ist ical and ana ly t i -
ca l w o r k in these areas lost 
s team and was s ide l ined. 

A focus on income can inject 
a different perspective to o w n -
ership. T h e average household 
does not depend a great dea l on 
its ownersh ip of share capi ta l 
for income. There is a positive 
associat ion between level of in-
come a n d income der ived f rom 
share cap i ta l : The h igher the 
income, the h igher the income 
der ived from share capi ta l . In-
come der ived f rom wages and 
sa lar ies account for the bu lk of 
total income a n d cou ld r each 
more than 75 per cent of total 
nat ional income w i t h , the re-
ma inde r der ived f r om capi ta l 
o f a l l types, i nc lud ing share 
capi ta l in the f o rm of profits 
a n d div idends. 

There are, of course , other 
benefits than income that c an 
be der ived f rom ga in ing o w n -
ersh ip and contro l o f enterpr is -
es. Income from capi ta l in a 
capital ist economy does not ex-
hib i t sha rp changes a n d its 
share to total income could 
even r e m a i n fair ly constant in 
the long t e rm . 

A cont inu ing attack on 
poverty — i.e. a pro-poor 
g rowth strategy, improv ing the 
d is t r ibut ion of income and re-
duc ing inter -e thnic income d is -
par i t ies — mus t fa l l more on 
ensur ing better r e tu rns to 
labour , ra i s ing l abour p roduc -
tivity, shi f t ing l abour to h igh 
product iv i ty sectors a n d re-
s t ruc tu r ing employment pat-
terns at a l l levels. 

O v e r a l l , income inequal i ty 
d u r i n g the 1995-2004 per i od 
has w idened but this w id en ing 
has been accompan ied by a re-
duct ion in the inc idence o f 
poverty a n d a fal l in B u m i p u t -
e ra ownersh ip o f share capi ta l 
f r om 20.6 per cent in 1995 to 
18.9 per cent in 2004. Wh i l e 
the Bumipute ra -Ch inese in-
come d ispar i ty ratio has n a r -
r owed sl ightly, i t s t i l l r ema ins 
sizeable (1:1.64 in 2004). 

The N in th Ma lays i a P lan 
does put m u c h greater e m p h a -

sis on h u m a n capi ta l a n d this 
must be the way to go i f we are 
to improve the d is t r ibut ion of 
income and to reduce in-
ter-ethnic income dispar i t ies . 
Increas ing B u m i p u t e r a owner -
ship and contro l o f enterpr ises 
c a n m a k e a contr ibut ion to hu-
m a n cap i ta l development. 

Does equity or d is tr ibut ion 
mat ter for economic g rowth 
and poverty a l lev iat ion? It 
should matter , as unequa l dis-
t r ibut ion of assets, o p p o r t u n i -
t i es and po l i t i ca l power c an 
generate " inequal i ty t raps " 
w h i c h mutua l l y re inforce in-
equal it ies in different areas. 

The re is some appea l to the 
a rgument that the emphas is on 
d is tr ibut ion w i l l be bad for 
g rowth. The Wor ld Bank , 
among others, has a cknow l -
edged that the d ichotomy be-
tween pol ic ies for g rowth a n d 
policies focusing on equity is 
faLse as the d is t r ibut ion of op-
portunit ies and the g rowth 
process are jo int ly de termined . 

Greater equity or less in-
equal i ty can be the foundation 
for l ong- term g r o w t h a n d the 
al leviat ion of poverty. Increas-
ingly, i t has been a rgued that 
inequal i ty does mat ter as far as 
poverty is concerned : The 
h igher the level of inequality, 
the less w i l l be the impact of 
g rowth on the level of poverty. 
G row th w i l l have a s tronger 
impact on poverty reduct ion i f 
the level of inequal i ty is low. 

N e w evidence also suggests 
that h i gh and r i s ing inequal i ty 
can depress economic g rowth 
a n d that at the h igh- income 
end , too, m u c h inequal i ty can 
be bad for g r o w t h . 

It w o u l d seem to be sensible 
that p lanners a n d po l i cy -mak-
ers cont inue to devote attention 
to inequal i t ies, inc lud ing own-
ersh ip inequality, in a l l its 
forms, and to introduce n e w 
pol icy ins t ruments or to revise 
the ex ist ing pol icy ins t ruments 
that wou ld reduce inequal i t ies. 
There are r ea l benefits to be 
ga ined f rom development 
strategies that take d is tr ibut ion 
expl ic i t ly into account. 
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