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ABSTRACT

Today, the world has seen a change in the trend of corporate restructuring. The theory of
diversification reduces risk seems to be put aside. More and more companies are now
interested in focusing on their core competencies rather than being diversified, leaving
the merger and acquisition trend away. Financial aspect is the most common reason for
these companies to go for divestiture. This has brought into attention the announcement
made by Telekom Malaysia of its major restructuring at the time where it is making RM
millions of profits every year. Thus, this paper attempts to look into the real situation of
Telekom Malaysia as well as to find out why is it necessary to go for such a restructuring.
The method adopted was a case study and data were collected by ways of interviews and
review of annual reports and documents. The findings shows that although it is not
having a serious financial difficulty or bad performance, but there are certain aspects
need to be reorganized and changed for a better future of the company. It is seen as a
continuous improvement of its performance for this new world economy. Finally, it has
came out with the plan to divest its operating divisions so as to operate independently

from their holding company, Telekom Malaysia.
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1.0

CHAPTER ONE

INTRODUCTION

INTRODUCTION

Corporate restructuring can be thought of in terms of two broad categories of
activities; combining or merging independent firms into a single entity and

breaking up or de-merging firms into multiple independent components.

History shows us that in the early 1970’s, the period saw the building of corporate
giants that later became the target for bust-up mergers of the 1980’s (Scott,
Martin, Petty and Keown, 1999). This merger wave has been characterized as one
driven by strategic acquisitions whereby the buyer hopes that by merging with the
seller, the value of the whole firm will be greater than the sum of the vatues of the

parts.

However, in the 1990’s, the corporate scenario in the developed countries such as
United States nowadays has brought into attention to the latter category of
restructuring; breaking up or de-merging of firms into independent components
(Scott et. al., 1999). This is what they call as divestitures, according to the
definition by John and Tina (1999).

The announcement made by Telekom Malaysia (hereafter known as TM) on 19
January 2001 of its major restructuring plan to break up its business segments has
brought into attention. According to the announcement made, five new
independent and focused operating units will be established. With the existing
subsidiary; Telekom Cellular Sdn Bhd, other new subsidiaries are TM
Mutltimedia, TM International Ventures and TM Service Co. Another unit; Telco

will remain as a strategic business unit operating independently within TM itself.



