OWNERSHIP NETWORK STRUCTURE AND DECISION-CONTROL
BEHAVIOUR OF EIGHT MAJOR OIL PALM COMPANIES IN MALAYSIA

NORFARYANTI KAMARUDDIN

IPTPH 2019 8




3%
\ U|PIM

’ UNIVERSITI PUTRA MALAYSIA
[BERILMU BERBAKTI]

L1

OWNERSHIP NETWORK STRUCTURE AND DECISION-CONTROL BEHAVIOUR
OF EIGHT MAJOR OIL PALM COMPANIES IN MALAYSIA

By
NORFARYANTI KAMARUDDIN

Thesis Submitted to the School of Graduate Studies, Universiti Putra
Malaysia, in Fulfilment of the Requirements for the Degree of Doctor
Philosophy

October 2018



All material contained within the thesis, including without limitation text, logos, icons,
photographs and all other artwork, is copyright material of Universiti Putra Malaysia
unless otherwise stated. Use may be made of any material contained within the thesis
for non-commercial purposes from the copyright holder. Commercial use of material
may only be made with the express, prior, written permission of Universiti Putra
Malaysia.

Copyright © Universiti Putra Malaysia



Abstract of thesis presented to the Senate of Universiti Putra Malaysia in
fulfilment of the requirement for the degree of Doctor of Philosophy

OWNERSHIP NETWORK STRUCTURE AND DECISION-CONTROL
BEHAVIOUR OF EIGHT MAJOR OIL PALM COMPANIES IN MALAYSIA

By

NORFARYANTI KAMARUDDIN

October 2018

Chair : Jean-Marc Roda, PhD
Faculty: Institute of Tropical Forestry and Forest Products

Decisions made by the government-linked companies (GLCs) and family-owned
businesses (FOBs) are seen to be fundamentally different. This issue has
become more pertinent now that ownership and control structures of major oil
palm corporations have become far more complex in the context of growing and
intense competition. This study analysed whether the control and decision-
making is determined by the type of owner, i.e. the government or a family.

In the palm oil, forestry and biomass sectors, where GLCs and family-owned
companies are present as big businesses, there is a major gap in understanding
what drives their decision-making. Agribusiness corporations deal with
challenging decisions that have economic, social and environmental
implications, regardless of their ownership. The global agriculture sector is under
the process of more financialisation, precisely through the extension of major
agribusiness corporations. Understanding what really drives their decision
making, be it their control patterns or other factors is of extreme importance for
the sustainability of agricultural sectors worldwide.

The study was designed to analyse how the ownership structure inform decision-
making behaviour by the of oil palm corporations owned by the government and
family. This is a pioneering study that seeks to quantify and to assess the
ownership and control patterns of two very different types of plantation
companies. GLCs (Sime Darby, Boustead, IJM Plantations, and Kulim) and
FoBs (IOl Corp, KLK, Genting Plantations, and Jaya Tiasa) are compared for
their similarities and differences, and finally, analysed their decision-making
behaviour.



A network analysis was employed in quantifying and analysing the corporate
structures of eight major Malaysian oil palm corporations. The data were
obtained from various reputable sources. There are 4,331 companies’
shareholding data gathered, covering ten levels of shareholding.

The shareholdings data generated network topology graphs with its network
centrality metrics. It explained the characteristic (pyramid levels, average
ownership tier, subsidiaries degree, shareholding degree, hierarchy index
structural control (betweenness) and decisions load (stress)) of the eight
corporate networks structure. Based on the metrics, the research decipher their
decision-making control behaviour.

T-test was done to respond to whether GLCs and FOBs are similar or different.
Linear regression was run to obtain further insights on the companies’ decision-
making behaviour pattern. The model was validated to further understand the
decision-making behaviour.

Based on the network centrality metrics comparison, the eight companies
displayed variations in their designs of ownership structure. Not all GLCs
structural control is significantly different from FOBs. The structural control did
not appear to have any association with the ownership identity. There is a high
similarity pattern of decisions load amongst the eight companies. Within FOBSs,
the decisions load for all four companies are similar.

Linear regression models showed a linear pattern of increasing decisions load
as the structural control increases. Global model presented a better fitted model
to understand their decision-making behaviour.

The global model explained that the eight companies were scattered and not
inclined to their ownership identity. Three groups had appeared: Boustead was
in Group 1; Sime Darby, KLK, IOl Corp, IJM Plantations and Genting Plantations
were in Group 2; and Jaya Tiasa and Kulim were in Group 3. The groupings
signify their similarity in decision-making behaviour pattern. However, each
companies were different in terms of the decisions load given the same
subsidiaries’ structural control and vice versa. Even though the companies
belonged to the same group, followed the same linear pattern of increasing
decisions load when structural control increased, their decisions load are all
different given the same structural control. There was an emerging behaviour
derived from the intercepts of the decisions load and structural control
relationship. This research regards the behaviour as structural flexibility. The
structural flexibility of the companies was highly dependent on the number of
subsidiaries, hierarchy index and pyramid size.



Based on the results, the analysis showed that each company, whether a GLC
or a family-owned enterprise, functioned differently. Their decision-making
behaviour depended less on ownership type and more on the topology or design
of the structure, such as the number of the companies, hierarchy index, and the
pyramid size. The different levels of decisions load and control denote a variety
of flexibility patterns.

The analyses proved that the ownership structure of a company influenced their
decision-making behaviour. This research concluded that their decision-making
control behaviour depended less on ownership type and more on the topology
or design of the ownership structure. Both of the GLCs and FOBs have
similarities and differences in their decision-making behaviour. The results may
contradict with some other studies and it opens a new field of research and
analysis of corporations, regardless of their ownership type/identity
(government-owned or family-owned). This method allows us to evaluate the
ownership topology structure quantitatively and qualitatively. Furthermore, these
companies can be ranked based on the analysis used in this research.
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Keputusan yang dibuat oleh syarikat berkaitan Kerajaan (GLC) dan perniagaan
milik keluarga (FOB) dilihat berbeza. Isu ini menjadi lebih penting apabila struktur
pemilikan dan kawalan syarikat minyak kelapa sawit utama menjadi jauh lebih
kompleks dalam konteks persaingan yang semakin meningkat dan sengit. Kajian
ini menganalisis sama ada kawalan dalam membuat keputusan ditentukan oleh
jenis pemilik, iaitu kerajaan atau keluarga, atau struktur pemilikan syarikat.

Di sektor minyak kelapa sawit, perhutanan dan biomas, di mana syarikat-
syarikat GLC dan syarikat milik keluarga hadir sebagai perniagaan besar.
Terdapat jurang utama dalam memahami apa yang mendorong proses
membuat keputusan mereka. Perusahaan perniagaantani menghadapi cabaran
yang mencabar apabila pembuatan keputusan mereka merangkumi implikasi
ekonomi, sosial, dan alam sekitar, tanpa mengira pemilikan mereka. Sektor
pertanian global berada di bawah proses ‘financialisation’, melalui syarikat-
syarikat perniagaantani utama. Memahami apa yang benar-benar mendorong
keputusan mereka, sama ada corak kawalan mereka atau faktor-faktor lain,
adalah sangat penting bagi kemapanan sektor pertanian di seluruh dunia.

Kajian ini dirancang untuk menganalisis bagaimana struktur pemilikan
memaklumkan tingkah laku pengambilan keputusan oleh syarikat-syarikat
kelapa sawit yang dimiliki oleh kerajaan dan keluarga. Ini adalah kajian perintis
yang bertujuan untuk mengkuantifikasi dan menilai pola pemilikan dan kawalan
dua jenis syarikat perladangan yang sangat berbeza. Kajian ini terdiri daripada
dua kumpulan pemilikan syarikat, GLC (Sime Darby, Boustead, IJM Plantations,
dan Kulim) dan FoB (IOl Corp, KLK, Genting Plantations, dan Jaya Tiasa).
Syarikat di dalam setiap kumpulan dibandingkan, untuk menilai persamaan dan



perbezaan mereka, dan menganalisis kelakuan mereka yang membuat
keputusan.

Analisis rangkaian digunakan dalam mengkuantifikasi dan menganalisis struktur
korporat lapan syarikat utama kelapa sawit Malaysia. Data diperoleh dari
pelbagai sumber yang bereputasi. Terdapat 4,331 data pegangan saham
syarikat yang dikumpulkan, meliputi sepuluh peringkat pegangan saham.

Data pemegangan saham menghasilkan graf topologi rangkaian dengan metrik
sentraliti. Metrik rangkaian menjelaskan sifat (tahap piramid, peringkat pemilikan
purata, darjah anak syarikat, darjah kepemilikan saham, indeks hierarki, kawalan
struktur (Betweenness) dan beban keputusan (Stress) ) dari lapan rangkaian
struktur korporat. Berdasarkan metrik rangkaian ini, tingkah laku membuat
keputusan dinilai.

Ujian-T(T-test) telah dilakukan untuk memberi respons kepada sama ada GLC
dan FOB adalah sama atau berbeza. Regresi linear dijalankan dengan
menggunakan model regresi untuk mendapatkan gambaran lanjut tentang corak
tingkah laku pengambilan keputusan syarikat. Model ini telah disahkan untuk
terus memahami tingkah laku keputusan.

Berdasarkan perbandingan metrik pusat yang sederhana, lapan syarikat
mempamerkan pelbagai reka bentuk struktur pemilikan. Perbandingan metrik
rangkaian lanjutan telah dilakukan menggunakan ujian T. Keputusan
menunjukkan bahawa kawalan struktur untuk semua syarikat mempunyai
persamaan dan perbezaan. Tidak semua kawalan struktur GLC berbeza dengan
FOB. Kawalan struktur tidak kelihatan bersekutu dengan identiti pemilikan.
Terdapat corak persamaan tinggi keputusan yang diambil di kalangan lapan
syarikat. Di dalam FOB, keputusan yang diambil untuk semua empat syarikat
adalah serupa.

Dalam analisis selanjutnya, kajian ini menjalankan model regresi linear. Model
ini menunjukkan corak linear meningkatkan keputusan beban apabila kawalan
struktur meningkat. Model global membentangkan model yang lebih baik untuk
memahami tingkah laku mereka dalam membuat keputusan.

Model global menjelaskan bahawa lapan syarikat berserakan dan tidak
cenderung kepada identiti pemilikan mereka. Tiga kumpulan yang muncul,
Boustead berada dalam Kumpulan 1, Sime Darby, KLK, 10l Corp, 1M
Plantations, dan Genting Plantations berada dalam Kumpulan 2, dan Jaya Tiasa
dan Kulim berada dalam Kumpulan 3. Pengumpulan menunjukkan kesamaan
mereka dalam corak tingkah laku membuat keputusan . Walau bagaimanapun,
setiap syarikat berbeza dari segi beban keputusan yang diberikan kawalan
struktur anak syarikat yang sama dan sebaliknya. Walaupun syarikat itu
tergolong dalam kumpulan yang sama, mengikuti corak linear yang sama yang
semakin meningkat keputusan apabila kawalan struktur meningkat, beban
keputusan mereka semua berbeza dengan kawalan struktur yang sama.

\



Terdapat tingkah laku yang muncul dari pemintas beban keputusan dan
hubungan kawalan struktur. Kajian ini menganggap kelakuan sebagai fleksibiliti
struktur. Kelenturan struktur syarikat sangat bergantung kepada bilangan
syarikat, indeks hierarki, dan saiz piramid.

Berdasarkan hasilnya, analisis menunjukkan bahawa setiap syarikat, sama ada
GLC atau perusahaan milik keluarga, berfungsi secara berbeza. Tingkah laku
pengambilan keputusan mereka kurang bergantung pada jenis pemilikan dan
lebih banyak pada topologi atau reka bentuk struktur, seperti bilangan syarikat,
indeks hierarki, dan saiz piramid. Tahap keputusan dan kawalan yang berbeza
menunjukkan pelbagai corak fleksibiliti.

Analisisnya membuktikan bahawa struktur pemilikan syarikat mempengaruhi
tingkah laku mereka membuat keputusan. Kajian ini menyimpulkan bahawa
tingkah laku mereka membuat keputusan kurang bergantung pada jenis
pemilikan dan lebih banyak pada topologi atau reka bentuk struktur pemilikan.
Kedua-dua GLC dan FOB mempunyai persamaan dan perbezaan dalam tingkah
laku mereka membuat keputusan. Hasilnya mungkin bertentangan dengan
beberapa kajian lain dan ia membuka bidang penyelidikan dan analisis baru
korporat, tanpa mengira jenis / identiti pemilikan mereka (milik kerajaan atau
milik keluarga). Kaedah ini membolehkan kami menilai struktur topologi
pemilikan secara kuantitatif dan kualitatif. Selain itu, syarikat-syarikat ini boleh
dinilai berdasarkan analisis yang digunakan dalam kajian ini.

vi
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CHAPTER 1

INTRODUCTION

1.1 Problem Statement

What shapes a company’s decision-making? Does it depend on the owner’s
identity or the company’s structure? Why is it important to understand the
company’s decision-making behaviour? These are the questions that opened the
path for this research.

In the literature, the common idea is ownership and control depend on who the
owner is. There are three main identities of an owner in a firm: government,
family and private. It is believed that decision-making in government-owned
companies is determined by political influence. Meanwhile, decisions in family-
owned companies rely heavily on aspirations of the founder, while those of
private companies are controlled by professionals who make decisions based on
facts and figures.

However, while the owner may influence decision-making control of a firm, the
ownership structure may have equal or even more influence. The ownership
structure of a business involves a multitude of shareholding relations among
stakeholders. The stakeholders vary from individuals, government and financial
institutions. Among these stakeholders, one will have significant ownership of
the business. As the structure of a company grows more complex, the power
and control flow from the ultimate shareholder may be concealed and identifying
the actual controller of decisions becomes more difficult. Cross-shareholdings
and a pyramidal structure play important roles in transferring information when
making decisions. An assessment of cross-shareholdings can reveal the amount
of control held by a company/individual in a structure, where they own each other
but have different amounts of control. For example, company A owns company
B by 51%, while company B owns company A by 10%, but these interlocking
shareholdings may hide the identity of the actual controller of decisions. The
pyramidal structure reflects the hierarchical level of information flow in decision-
making. The more pyramidal the company, the bigger the flow of information, a
factor that can result in inflexibility in the decision-making process.

Given that the ownership structure of companies involved in diversified business
activities vary, it is crucial to analyse them in a greater detail, to gain a better
understanding of their decision-making behaviour. Generally, when the
behaviour is better understood, the policy intervention is better designed.

The agribusiness and plantations sector is the focus of this research.
Agribusiness and plantations are the leading agents in Malaysia’s agriculture
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industry. The oil palm industry constitutes most of the agribusiness and
plantations sector and is the major contributor to the gross domestic product
(GDP) in the agriculture sector. In 2016, the oil palm industry contributed 43
percent to the sector, compared to forestry logging and rubber that only
contributed 7 percent respectively (Department of Statistics, 2017).

Agribusiness and plantation companies face the dilemma of balancing financial
growth and environmental sustainability. They need to achieve financial growth
to satisfy shareholders’ return on investment, and at the same time, they have to
manage trading and investment responsibly to sustain the environment for the
future. For government-linked companies (GLCs), there is another dilemma
which is to fulfil their social obligations. They have to adhere to the ruling
government’s visions and aspirations which highly depend on the political
agenda. How well they carry out these responsibilities depends on their ability
to make responsible decisions. For that reason, it is vital to understand the
decision-making behaviour of companies in this sector.

The global agriculture sector is in the process of financialisation, a process in
which the role of financial institutions as shareholders is becoming more
prevalent. The increasing amount of investment by leading agribusiness
corporations is one of the drivers of this process (Anseeuw, Jean-Marc, Antoine,
& Norfaryanti, 2016). Financialisation has increased the complexity of the
ownership structure of these firms, including those owned by the government,
families or private individuals. These companies, regardless of who the owners
are, possibly have more complex structures, i.e. interlocking shareholdings and
pyramiding. The core questions of this study are: how do complex shareholding
structures shape decision-making among government- and family-owned
companies in this sector? Is it true, as the current literature suggests, that their
decision-making mechanisms are still controlled by their ultimate owners? Are
there significant differences in the decision-making processes of government-
and family-owned companies?

1.2 The Research Gap

The relationship between companies’ ownership structure and decision-making
behaviour among agribusiness corporations has not yet been clarified. The use
of network analysis to explore this relationship is also lacking. Therefore, this
research fills the gap by analysing quantitatively and qualitatively the oil palm
plantation corporations’ ownership structure to explore its relationship with
decision-making behaviour.

The ownership structure of a company has a crucial bearing on its corporate
strategies (Chandler, 1962; Miles, Snow, Meyer, & Coleman, 1978). The
ownership structures of large corporations are complex and diverse which
informs their decision-making behaviour. Decision-making control by a corporate
entity is complex because of the convoluted shareholding structures within the
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company. The ownership structures that can be employed include cross-
shareholdings and pyramidal structures that can contribute to the complexity of
the decision-making process. Such structures could also lead to devious
decision-making.

Government-linked companies (GLCs) and family-owned businesses (FOBS)
are seen to be fundamentally different in terms of the nature of their ownership
which, in turn, determines their decision-making control mechanisms. This issue
has become more pertinent now that ownership structures of major corporations
have become extremely complex in the context of growing corporation size and
intense competition. In the palm oil, forestry and biomass sectors, both GLCs
and FOBs are big businesses that have contributed significantly to the
development of these sectors.

Control of decision-making in the corporation is vital. It leads to many
implications. Excellent control will allow the corporation to prosper; bad control
will devalue the corporation. Excellent control includes good governance in the
decision-making process where the decisions made are legitimate and with high
integrity. Weak control in decision-making encompasses conflicts-of-interest, no
integrity, and inappropriate corporate activities.

The board of directors and the management team are key actors in the decision-
making structure. They belong to the hierarchical managerial decision-making
structure, also regarded as the power structure (Martz & Semple, 1985). Each
hierarchy level has a range of control in the decision-making, and it carries a
decision’s load. For example, a business development department has its
hierarchy levels which are responsible for making decisions on future investment
of the company. These decisions have a load in the hierarchy. The decisions
load in the hierarchy somewhat reflects the decision-making behaviour of the
company.

Connections in the structure convey the flow and the concentration of corporate
control as well as the flow of information. High concentration of ownership of
shares reflects high influence over decision-making.

In the agribusiness and plantation sectors, the decisions of a company are often
directly related to environmental sustainability. These important sectors also
recorded high volumes of trade and investment in the country and the region.
Most of the time, it is difficult to decipher a decision made by a company because
many aspects could drive decision-making, from political intervention, oil prices
and environmental issues, to international trade and global financial market
trends. Understanding the reason for decision-making by a company, be it to
reinforce control patterns or other factors, is crucial as this provides insights into
issues such as the sustainability of the agricultural sector worldwide. This
research is designed to understand and analyse the decision-making patterns
by major agribusiness and plantation companies in Malaysia.
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GLCs and FOBs are big businesses that have contributed significantly to the
development of these sectors but are seen to be fundamentally different
regarding how their ownership structure patterns determine decision-making
control. As the structure of a company grows more complex, the power and
control flows from the ultimate shareholder may be hidden and identifying the
actual controller of the decisions becomes more difficult.

1.2.1 Logical Framework

As indicated in the logical framework of this research in Figure 1.1, every
structure has properties and a purpose. Structural theories established in the
field of science, especially in chemistry, where it was developed stress this point.
In the disciplines of business and economics, Chandler (1962) has set the
ground for this research. According to him, organisational structure determines
corporate strategy. Decision-making is part of corporate strategies. The
decision-making is shaped by interactions between actors in the organisation.
GLCs and FOBs have diverse actors with various objectives. The interactions
among the actors are derived from the design of the ownership and control of
the company. The design or the composition of the ownership and control
shapes the company structure, reciprocally.

Most of the ownership structures of companies are becoming complex networks.
With the advancement of network studies, network analysis is emerging as an
important tool to understand the interactions between actors in complex
networks. Complex networks are present in a wide range of systems in nature
and society, such as in the Internet, movie actor collaborations, cellular networks,
ecological networks, citation networks, linguistics networks, power and neural
networks, financial networks and many others (Albert & Barabasi, 2002).
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Figure 1.1: Logical framework of the research

A company’s structure determines its corporate behaviour and it can emerge as
a complex structure, leading to why network analysis serves as a tool to link
corporate strategies, ownership and control. This logical framework is the basis
for the theoretical framework which will be discussed in the following chapter.

Due to the complex corporate structure which informs decision-making influence,
this research is designed to quantify and analyse the decision-making behaviour
of each firm based on its corporate structure using network analysis tools. As
mentioned, network analysis is emerging as a tool to analyse a complex network
such as the shareholding structures of large companies. A decade ago, the tools
used to analyse a complex network were limited. Over time, these tools have
evolved and network analysis is able to uncover complex cross-shareholdings
and pyramidal structures in a quantitative manner.



1.3 Scope of the Research

This research is part of a bigger project under the Consultative Group on
International Agricultural Research (CGIAR). Research Programme 6 (CRP6)
focused on forests, trees and agroforestry. It is funded by a partnership with
various international agroforestry institutions, such as the Center for International
Forestry Research (CIFOR), World Agroforestry Centre, International Center for
Tropical Agriculture and others. One objective of CRP6 is to study the impact of
trade and investment on forests and people, particularly the effects of
financialisation on the agriculture sector.

To understand the impact of forest-related trade and investment in Southeast
Asia, this research decided to focus on agribusiness and oil palm plantation
companies, where most of the trade and investment in forest-related activities
were recorded. The leading agribusiness and oil palm plantation companies are
part of the financialisation of the global agriculture sector. This research analysed
eight companies among the top 12 companies listed in Table 1.1. These eight
companies are global players in the industry. As of 2013, there were 44
agribusiness and plantation corporations listed on the Bursa Kuala Lumpur
(Table 1.1). Their market capitalisation was then RM172 billion, 10% of the total
market capital value of the Bursa Kuala Lumpur which was RM1.7 trillion
(Gomez, Padmanabhan, Kamaruddin, Bhalla, & Fisal, 2017).

Table 1.1: Agribusiness and plantation corporations listed in Bursa Kuala
Lumpur in 2013

No. Plantation corporations Market Ownership | Estimate

capital type d
(RM planted

billion) area (ha)

1. Sime Darby Berhad 57.5 Federal GLC | 525,000

2. IOl Corporation 30.0 Family 175,000

3. Kuala Lumpur Kepong Berhad 235 Family 193,000

(KLK)

4. Batu Kawan Berhad 8.518 Family

5. Genting Plantations 7.759 Family 117,000

6. United Plantations 5.707 Family 50,000

7. Kulim (M) Berhad 4.259 State GLC 50,000

8. TSH Resources 2.919 Family 50,000




9. IJM Plantations Berhad 2.882 Federal GLC 55,389
10. | Sarawak Qil Palms Berhad 2.628 Family 63,530
11. | Boustead Holdings Berhad 2.544 Federal GLC 70,338
(Boustead)
12. | Jaya Tiasa Holdings 2.064 Family 62,745
13. | Hap Seng Plantations 2.024 Private 35,697
Holdings
14. | TH Plantations 1.644 Federal GLC 60,270
15. | MKH Plantations 1.497 Private 14,400
16. | Ta Ann Holdings Berhad 1.464 Private 36,944
17. | United Malacca Berhad 1.456 Family 22,336
18. | TDM Berhad 1.415 State GLC 44,000
19. | Far East Holdings Berhad 1.067 State GLC 20,768
20. | Kretam Holdings 0.95 Private 19,842
21. | Rimbunan Sawit Berhad 0.94 Family 54,659
22. | Chin Tek Plantations Bhd 0.88 Family 10,925
23. | Kim Loong Resources Bhd 0.84 Family 23,512
24. | Tanah Makmur Berhad 0.79 Private 17,969
25. | BLD Plantation 0.78 Private 27,300
26. | Sarawak Plantation Berhad 0.70 Private 31,266
27. | Kwantas Corporation Bhd 0.66 Family 17,051
28. | WTK Holdings Berhad 0.61 Private 9,000
29. | Dutaland Berhad 0.51 Family 10,557
30. PLS Plantation 0.47 Private 12,140
31. | Negri Sembilan Oil Palms Bhd 0.40 Family 2,653
32. | Inch Kenneth Kajang Rubber 0.36 Private 189
PLC
33. | NPC Resources Bhd 0.33 Private 17,316




34. | Cepatwawasan Group Berhad 0.31 Family 11,331
35. | Golden Land Berhad 0.28 Family 9,414
36. | Riverview Rubber Estates 0.28 Private 2,583
Bhd
37. | Sungei Bagan Rubber Co (M) 0.24 Family 2,615
Bhd
38. | Kluang Rubber Co (M) Bhd 0.23 Family 1,574
39. | Harn Len Corporation Bhd 0.21 Family 12,751
40. | MHC Plantations Berhad 0.21 Family na
41. | Gopeng Berhad 0.15 Private 1,434
42. | Astral Asia Berhad 0.14 Private 4,019
43. | Malpac Holdings Bhd 0.14 Private 2,023
44. | Pinehill Pacific Berhad 0.06 Private 11,658
Total 172.325

Sources: 2013 Companies’ Annual Report, 2013 Stock Performance Guide, and
www.malaysiastock.biz

Most of the big corporations were founded during the British colonial era. They
started as rubber plantation companies and evolved into palm oil businesses
between the 1960s and 1970s. As modernisation of the agriculture sector
occurred, many of these corporations became involved in a diverse range of
business activities, including property development, product manufacturing,
heavy machinery and motor production.

Based on Table 1.1, most of the public-listed companies (21 companies) in the
plantation sector are family-owned. In the top ten, seven are family-owned
businesses. In 2013, total market capital value for family-owned business in the
plantation sector was RM90 billion, constituting 52% of the total plantation sector.
The rests are either private companies (15) or GLCs (8).

Among GLCs, there are four federal GLCs and three state GLCs. Entities under
the federal government which owned plantation companies are Permodalan
Nasional Berhad (PNB), Lembaga Tabung Angkatan Tentera (LTAT), and
Lembaga Tabung Haji (LTH). State government entities which owned plantation
companies are Johor Corporation, Terengganu Incorporated Sdn Bhd, and
Lembaga Kemajuan Perusahaan Pertanian Negeri Pahang. The total market
capital of GLCs in 2013 was RM71 billion, 41% of the total plantation sector. The
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private companies are owned by private limited companies or individuals, which
are neither government- nor family-owned.

Out of 44 companies, this research analysed eight companies in the top 12, of
which four are GLCs and four are FOBs. The GLCs are Sime Darby Berhad,
Boustead Holdings Berhad, 1JM Plantations and Kulim Berhad. The FOBs are
IOl Corporations Berhad, Kuala Lumpur Kepong Berhad, Genting Plantations
Berhad and Jaya Tiasa Berhad. They are major agribusiness and plantation
players in Southeast Asia and the world, contributing about 50% of the total
plantations market capital and land bank area.

1.3.1 Research Questions

Based on the problem highlighted earlier, several questions are raised to
achieve the overall objective of the research. The research questions are:

i. How to best describe the ownership structure of the corporations and
link to decision-control behaviour?
ii. Are the GLCs and FOBs ownership structures similar or different?
iii. Is there a general criteria to link to the decision-control behaviour?
iv. Can decision-control behaviour be represented by a mathematical
relationship?

1.3.2 Hypotheses

This research is to test these hypotheses:

1. Ownership structures of government-owned and family-owned
companies in agribusiness and plantations are different.

2. The differences or similarities in the ownership structure affect decision-
control, involving enterprise development.

1.3.3 Objectives of the Research

The overall objective of this study is to analyse the links between the ownership
structure and the corporate decision-making control behaviour. The specific
objectives are to:

i) understand and analyse how the shareholding structure shapes
decision-control behaviour of agribusiness corporations owned by
the government and families;

ii) understand and analyse decision-control patterns by GLCs and
FOBs; and



iii) investigate if there is ownership structure criteria to explain decision-
control behaviour (model).

1.3.4 Using the Emerging Network Analysis Tool

Due to the complex corporate structure which informs decision-making, this
research is designed to quantify and analyse the decision-making behaviour of
each firm based on its corporate structure using network analysis tools.

Network analysis is emerging as a tool to analyse complex networks such as the
ecological network, financial network, and others. The shareholding structures
of large companies are such complex networks. This research employed a
network analysis tool which can quantify the decisions load on the corporate
structure. Besides, the tool provides insights into the corporate structure which
was not discovered in any study previously. A decade ago, the tools used to
analyse a complex network were limited. Over time, these tools have evolved,
and network analysis can uncover complex cross-shareholdings and pyramidal
structures quantitatively.

1.4 Significance of the Study

The study of the ownership and control networks in the agribusiness sector can
be a learning paradigm in agribusiness study, as well as to enhance
multidisciplinary research. Many studies on decision sciences did not assess
decision-making patterns employing the methods used here.

This study’s goal is to expand the understanding of what shapes a company’s
decision-making, using a mixed method approach. The literature is mainly either
quantitative or qualitative in its approach. Very few studies employed a mixed
method and none focussed on agribusiness and networks, analysing and
comparing decision-making behaviour of GLCs and FOBs.

15 Thesis Organisation

The first chapter discusses the problems and the scope of this study. It also
includes an overview of the agribusiness and plantation sector in Malaysia, as it
is the dataset used in this study. The objectives and a logical framework are
included in this chapter. These elements framed the research questions and the
hypotheses.
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Chapter two reviews and analyses the relevant theories and concepts of
ownership structure. It also reviews publications related to the topic of
corporations’ decision-making behaviour and network analysis.

The third chapter explains in detail the methodology used to achieve the
objectives of the study. It also discusses the data collection and data analysis. It
explains the theory and the application of network analysis in the context of
network centralities metrics and statistical method.

The fourth chapter covers the results and discussions of the network analysis. It
includes network topology and the network features for each company by
ownership identity, i.e. either GLC or FOB.

Chapter five provides the results and discussions of the network centrality
metrics. This chapter covers the linear regression analysis.

The sixth chapter concludes the thesis by summarising the findings that are
related to the problems identified earlier. It presents the significant findings,
limitations of the study as well as the implications of this study at the micro and
macro levels.
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