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Abstract: This paper discusses Chinese
Bumiputera partnership in technology
based industries in post National
Economic Policy (NEP) and post National
Development Policy (NDP) Malaysia.
Throughout the NEP (1971-1990) and the
NDP (1991-2000) period, the government
of Malaysia has been trying to social
engineer a Bumiputera Commercial and
Industrial Community (BClC). To
expedite the development of the BClC,
The Associated Chinese Chambers of
Commerce and Industry of Malaysia
(ACCCIM) was also asked to help transfer
Chinese entrepreneurial skills to
Bumiputera. An important strategy at the
micro-level was to encourage joint
ventures with local Chinese investors in
the technology-based manufacturing
sector. The jointventures were expected to
serve as vehicles for the transfer of

1 The author acknowledges with thanks Universiti
Sains Malaysia, Penang which provided me with a
research grant that has resulted in this paper.

technical and managerial know-how to
Bumiputera partners.

The objective of this paper is to
explore and to explain some key
sociological aspects of the development of
Chinese-Bumiputera partnership in
t~chnology-based industries. This paper
dIscusses the advances, constraints and
prospects important to the development of
Chinese-Bumiputera partnership, as well
as the business practices and management
of inter-ethnic joint ventures. This paper
also provides understanding of the social
dynamics of inter-ethnic business
?artnerships at the level of the increasingly
Important SMl sector, which is largely
dominated by the Chinese.
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Background
This paper will discuss the recent
important developments in Chinese
Bumiputera partnerships in technology
based industries encouraged by the
Government under the National
Development Policy (NDP). One
important macroeconomic strategy of the
~P ~1991-2000) to keep Malaysia
mternatIOnally competitive was to
restructure industry towards more
technologically sophisticated and better
quality products that are integrated with
the markets of the developed countries. In
line with this strategy and in order to
advance the Bumiputera Commercial and
Industrial Community (BClC), the
Government encouraged and provided
assistance to Bumiputera entrepreneurs to
venture . into the strategic aerospace,
automot1v~, machinery and engineering,
petrochemIcal and telecommunications
sectors (Malaysia 1996: 13). To enable the
transfer of entrepreneurial skills to
Bumiputera, an important strategy at the
micro-level was to encourage joint
ventures with non-Bumiputera or foreign



investors. A special effort was undertaken
by the Government to encourage the
formation of these joint ventures in order
to expedite the development of
Bumiputera entrepreneurship. The joint
ventures were expected to serve as
vehicles for the transfer of technical and
managerial know-how to Bumiputera
partners. It was envisaged that Bumiputera
'technopreneurs' would become active in
such sectors as advanced electronics,
equipment/instrumentation, biotechnology,
automation and flexible manufacturing
systems, electro-optics and non-linear
optics, advanced materials and software
engineering, food production and food
processing, aerospace, optoelectronics and
alternative energy sources production
(Malaysia 2000: 43).

Objectives
The main objective of the this paper is to
explore and to explain some key
sociological aspects of the development of
Chinese-Bumiputera partnership and major
issues related to this joint venture in
technology-based industries. This study
will investigate company profiles and
documents, in order to discern: (i) year of
establishment, share capital formation, and
inter-ethnic equity sharing; (ii) the
chairpersons, directors, and CEOs of the
joint ventures so as to determine the
structure ofpower in the company; (iii) the
partners' personal and social profiles, as
seen from their professional qualifications
or business experiences, and connections
to government; (iv) the extent of
acquisition of technology and know-how
in the technology-based industries; (v)
types of industries and products; and (vi)
the years ofpartnership to trace the growth
of companies such as annual turnover and
profit. By investigating these various
aspects, it is hoped that we can draw such
conclusion on the development,
sustainability and long-term prospects of
inter-ethnic Chinese-Bumiputera
partnerships.

Literature review

Since the end of the 1980s, inter-ethnic
'integration' in business operations has
improved especially in the industrial sector
(Rasiah 1997: 11, 15). Just integration but
there was no co-operation in
manufacturing sector yet. However, to
date, there has been very little integration
of Chinese-Bumiputera joint ventures at
the SMI level and in technology-based
industries.

The few sociological studies of
SMIs include those by Rugayah Mohamed
(1994), Sia (1994) and Chin (2004).
Rugayah's study provided structural
analyses of two Sino-Malay business
organizations in food-catering services
industries and leather-shoes manufacturing
industries. She discussed two firms that
involved both Chinese and Bumiputera
partners that hold share equity and
responsibility. Both companies were
established at a time when Malaysia's
economy was fast growing. Sia's study
was a briefprofile ofa company, majority
owned and managed by Bumiputera staff
of Yeo Hiap Seng (M) Berhad. This
company operates independently from Yeo
Hiap Seng (M) Berhad and the rational
was to capture the Bumiputera segment of
the drinks market. Chin's study of
Chinese-Bumiputera partnerships shows
notable shifts in such joint ventures from
involvement mostly in construction to
manufacturing that has resulted in
significant acquisition of technology and
know-how. These new 'strategic'
partnerships, officially endorsed as
'genuine' joint ventures, initiated by the
Government in 1995, signal not only a
major evolution in the character of
Chinese-Bumiputera partnerships but also
significant outcomes for government
policies and the efforts of the business
communities. Chin's findings contrast with
that of Gomez (2002), whose study of
ownership patterns of long-established
firms of the top 20 companies in the KLSE
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in 2000 argued that inter-ethnic business
relationships may not be sustainable and
cannot be state-driven.

With so few studies of SMI inter
ethnic joint ventures available, it is
necessary to conduct forth investigations.
This study attempts to fill that gap,
especially, it focuses on developments in
Chinese-Bumiplitera SMI joint-ventures
from a sociological perspective that pays
attention, among other things, to questions
of culture and SME management, work
relationships, ethnic equity considerations,
and responses to the Government's
encouragement for participation in new
industries and strategic partnerships.

Methodology: concept and methods
The concept of partnership here refers to
both parties holding share equity and
directorships in the company. The term
Bumiputera includes Malays and natives;
and Chinese refers to Chinese Malaysian.
This study is different from other studies
on "Sino-Malay economic cooperation in
Malaysia" that involved Bumiputera
Taiwanese co-operation (Toh, 1994). This
paper focuses on the small and medium
technology-based enterprises in the
manufacturing sector that are private
companies, limited by shares.

The data obtained in this research
is subjected to statistical and qualitative
analyses. One of the difficult tasks in this
research is to identify the Chinese
Bumiputera partnership companies,
especially in the manufacturing sector. An
interview was conducted with the
chairperson of the Genuine Joint Venture
Promotion Council (GJVPC) cum Deputy.
Secretary-General of the Associated
Chinese Chambers of Commerce and
Industries of Malaysia (ACCCIM).
Information acquired from the interview
helped to clarify the nature and scope of
Chinese-Bumiputera partnership in
business today.

The subsequent data collection
started with a list of fifty Chinese
Bumiputera joint venture companies
obtained from the bulletin of the
ACCCIM. Out of these fifty companies,
32 are technology-based manufacturing
companies. However, only 23 companies
are listed in the Registry of Companies'
(ROC) computer database and record.
Later search of joint venture companies
were acquired through the Small and
Medium Industries Development
Corporation (SMIDEC). We requested the
officer at SMIDEC to select companies
that are joint venture in their database. The
officer was kind to provide us a list of over
300 joint venture companies. A systematic
search of over 250 company profiles and
documents in the SMIDEC list was then
conducted at the ROC between May 2004
and June 2005. Out of these 250
companies, only 121 companies are
Chinese-Bumiputera companies in various
types of business; the rest are joint venture
companies either with foreigners or with
other ethnic groups. From the 121 joint
venture companies, 68 companies that
were involved in different types of
technologies were selected for this study.
A number of companies in this study have
stopped submitting reports to the ROC,
and were classified as inactive. Therefore
such companies cannot be found in the
ROC's computer database and are stored
at the ROC's archive. Many hours were
spent digging out old files and viewing the
microfilms to acquire the necessary
information for these inactive companies.
Over all, a longitudinal approach was used
to collect data to permit the observation of
directors, shareholders, and capital shares
of joint venture companies for over an
extended period. The internet was also
used to collect additional information on
these companies.
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Distribution ofLocation and Industry

Table 3: Distribution of Companies by
Location

joint ventures increased gradually during
the NEP and NDP years, and reached its
peak towards the early 1990s. Due to the
1997 financial crisis and difficulties in
securing bank loans, fewer joint ventures
were established thereafter. Twenty-three
of these companies were established
through the GJVPC under the auspices of
the Ministry of Entrepreneur Development
in three different phases in 1995, 1997 and
19982

•

Location
The distribution of industry by location in
Table 3 shows that the majority of the joint
ventures were established in the Klang
Valley located in the state of Selangor and
the Federal Territory of Kuala Lumpur,
Malaysia's major economic hub. Of the
remainder, 10 joint ventures are located in
Penang. Out of the 43 joint ventures
established in the Klang Valley, 17 are
involved in the electrical and electronics
(EE) sector, five in the basic metals and
fabricated metal sector, five in the
automotive sector, and four in the paper,
printing and publishing sector.

68

1
10
7
1
1
2
29
2
14
1

Number of companiesYear
Kedah
Penang
Perak
Ke1antan
Terengganu
Pahang
Selangor
lohor
Kuala Lumpur
Sabah
Total

Year Number ofcompanies

Total 68

1960-1969 0
1970-1979 1
1980-1988 6
1989-1996 39
1997-2003 22

Table 2: Distribution of Companies by
Beginning Year of Partnership

Year Number of Companies

Table 1: Distribution of Companies by
Year of Establishment

Total 68

1960-1969 1
1970-1979 6
1980-1988 8
1989-1996 42
1997-2001 11

From these 68 companies, 33 were
started and owned by the Chinese, and six
started and owned by the Malays. Later on,
all of these 39 companies incorporated
other partners of different ethnic groups.
The other 26. started as joint-venture
companies at the date of incorporation.
The analysis of the beginning year of
partnership is shown in Table 2.

Distribution of the year of
incorporation and the beginning year
ofpartnership
Cross tabulation of the number of
companies by year of establishment in
Table 1 shows that most companies were
incorporated between 1989 and 1996, a
period of rapid economic growth in
Malaysia before the 1997 financial crisis
set in. The average GDP growth rate
during these periods was 9.1% (Jomo
1998).

Data analysis

The only joint venture company
established in the 1960s was started by the
Chinese and entered into partnership with
Malay partners only in 1993. The
distribution also shows that inter-ethnic

Penang is well known as a 'Silicon
Island' where many multinational
semiconductor companies have set up their

2 See Chin (2004) for details of the 23 joint venture
companies.
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Table 4: Distribution of Companies
by Industries

the fourth case, an engineer was engaged
in a company that produces precision
metal stamping, tension springs, and
tension and compression springs.

These four cases indicate that the
four Malay partners involved possessed
technical and technological knowledge
which they brought into the joint ventures
with Chinese partners. Moreover, nine of
the 68 joint ventures also involved
foreigners partnering Chinese Malaysians
and Malays. All of these companies are
involved in heavy industries: three in the
metals sector that manufacture high
precision metal, tooling, and stamping of
engineering components; two in the
automotive sector, two in the EE sector
that produces capacitors and air
conditioners and one in the rubber product
sector that make rubber compound and
moulded rubber parts. One of the foreign
partners was Korean while the others were

. Taiwanese. It is likely that these
partnerships probably involved some
transfer of skill and technology from the
foreign partners. However, there is lack of
qualitative data to assert that these four
cases are joint ventures that involved real
contribution of knowledge and skill from
the Malay partners.

plants. Out of the 10 joint venture
companies operating in Penang, six are in
the basic metals and fabricated metal
sector3

, three in the EE sector and one in
the automotive sector. The location of the
majority of joint ventures in the Klang
Valley and Penang has to do with the
availability of the most developed
infrastructure facilities and economic
opportunities in these two areas.

Industry
Overall, the joint ventures are mostly
involved in the heavy industry, especially
in the EE sector (22), basic metals and
fabricated metal sector (16), automotive
components sector (7), plastics products
(4), chemicals (3) and rubber products (2).
Only a few joint ventures were engaged in
the light industries: food processing (1),
paper, printing and publishing (5), and
wood and furniture (2).

Being involved in the heavy
manufacturing sectors, skill, knowledge
and technologies are fundamental. It is
difficult to trace the source of technology
accumulation and/or the people
responsible for technology accumulation
in these companies. The company search
shows that there are two Malay partners
who have the title 'DR' (whether they are
medical doctors or Ph.Ds is not clear).
There are two other qualified engineers,
one carrying the 'IR' title. These four hold
directorships and shares in four different
companies. In the first case, Dr. Ibrahim is
the director of a company that
manufactures trim and form machinery
and precision engineering tools, dies, and
moulds for the semiconductor, electrical
and electronic industries. In the second
case, Dr. Ishak: is a director of a
manufacturing company that engages in
metal stamping, tools and dies casting. The
third case, involving an 'IR in a paper,
printing and publishing company, while

3 In 2004, there were 301 metal products
companies in Penang (SMIDEC).

Year

Food Processing
Rubber Products
Paper, Printing and Publishing
Basic Metals and Fabricated

Metal Products
Automotive Components
Plastics Products
Electric and Electronics
Wood and Furniture
Industrial Chemicals and

Chemical Products
Construction
Miscellaneous
Total

Number of
companies

1
2
5

16
7
4
22
2

3
2
4
68
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