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A LINE-UP
OF SUITORS

Merchant bankers are actively courting Royal Selangor to go for a listing.

ONE FAMILY, one trade. After
107 years and three genera-
tions, Royal Selangor Interna-
tional Sdn Bhd (RSI), the for-

mer Selangor Pewter Co Sdn Bhd, is still
very much a family-controlled company.

How long RSI will remain a private
company is moot. Already merchant
bankers are scrambling to entice the
company to restructure. Numerous at-
tempts to take RSI public in the past have
failed. This time, however, the man at
RSI's helm, managing director Yong Poh
Kon, is said to have met several bankers
to test the waters.

Says a broker familiar with the negoti-
ations, 'The company is definitely worthy
of public listing but the family is para-
noid about losing control.' Previous at-
tempts also failed because of Yong's

alleged insistence on a high premium for
RSI on listing. Despite numerous at-
tempts by Malaysian Business, Yong
could not be reached for comment.

RSI certainly meets the conditions for
a listing on the Kuala Lumpur Stock
Exchange (KLSE). According to docu-
ments obtained from the Registrar of
Companies, its profits after tax from 1987
to 1991 were 1.03 million rgt, 2.16 million
rgt, 4.89 million rgt, 5.49 million rgt and
6.32 million rgt respectively. For 1992,
RSI executives expect growth to be in the
double digits.

The company also enjoys significant
tax benefits that contribute positively to
its bottomline. The effective tax rate for
the group is lower than the statutory tax
rate as profits of subsidiaries enjoy tax
allowances arising from export sales. In
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addition, the company also claims dou-
ble deduction for promotion expenses
and unabsorbed tax losses and capital
allowances brought forward. Example:
RSI had, in 1991, unabsorbed tax losses
amounting to 154,000 rgt (1990: 1.5 mil-
lion rgt) for which the related tax effect
has not been included in the accounts.

Even so, Yong has remained coy about
his listing plans, a disappointing turn of
events for merchant bankers actively
courting RSI. 'I will underwrite him any
day,' says one banker.

There are reasons for this enthusiasm.
As a manufacturing concern, RSI has
impressed merchant bankers with its
aggressive export-oriented marketing ap-
proach, efficient cost management pro-
grammes and encouraging growth. That
RSI has a monopoly of the domestic

THE head office and factory are located on a 12-acre site in Setapak, Kuala Lumpur
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pewter market is also not far from the
truth. Finally, there is its reputation. It is
renowned to be one of the best and
largest pewter manufacturers in the
world.

Adds the banker, 'I can guarantee
them a price earnings (PE) ratio of at
least 12 times (the industry average is
approximately 15 times) but Yong wants
a PE of 18 times.' The consequence: a
listing impasse with a capital 'i'. Analysts
contacted by Malaysian Business
agree that Yong is a proactive business-
man. He is also said to know the capital
market well, which points to his wanting
to get the best for RSI, observes an
associate familiar with Yong.

Based on RSI's results for the financial
year ended June 30, 1991 and assuming
that its earnings per share (EPS) is not
diluted by new shares, the listing price
for RSI would essentially be 4.32 rgt on a
current EPS of 36 sen and a PE of 12
times. If the PE was 18 times, then its
share price would be 6.48 rgt.

Others think that Yong will not be in
any hurry. Tan Keok Yin, executive di-
rector of the Federation of Malaysian
Manufacturers (FMM) reckons that Yong
has his own corporate time-table.

The man and RSI have come a long
way.

RSI was incorporated in October 1969.
And when the New Economic Policy
(NEP) was introduced in 1970, Yong and
RSI played by the rules to keep the
company in the family's hands.

Under the Industrial Coordination Act
(ICA) guidelines, a manufacturing con-
cern, either local or foreign, is encour-
aged to restructure when its sharehold-
ers' funds hit 2.5 million rgt or when it
has more than 75 employees. RSI's cur-
rent shareholders' fund and the total
number of employees stand at 16 million
rgt and approximately 1,000 respective-

iy.
So what about RSI's compliance with

the requirements of the NEP? Don't the
rules for foreign investors also apply to
RSI? In a feature story in the New Straits
Times in late 1986, Yong said obliquely,
'You won't find anyone in the country
who can't answer that.'

As for complying with national aspira-
tions, he added that RSI had met the
required ratios in the factory — around
35 per cent of the 1,000-odd workers in
RSI's factory are bumiputeras. There are
also 25-30 handicapped workers there.

But Yong conceded that it still fell
short at management level. His defence:
'We've always regarded ourselves as
export-oriented, converting Malaysian
resources into higher value items, the
kind the government would encourage.'
RSI is currently one of the single largest

AN ABLE
CAPTAIN

Yong Poh Kon makes waves both inside and
outside of Royal Selangor.

IN THE VISITORS' gallery at Royal
Selangor International Sdn Bhd's
(RSI) factory in Setapak, Kuala
Lumpur hangs the portrait of Yong

Koon. Looking down at visitors from
his vantage point, the old man who
brought the pewter trade from South
China's Swatow province would have
been happy to see that the tradition he
started has not only survived but pros-
pered world-wide.

The man responsible for his 'fame':
his grandson Yong Poh Kon. Better
known as 'P K' among his family mem-
bers and close associates, the younger
Yong is currently managing director of
the family-owned RSI.

The youngest of four
siblings, Yong's posi-
tion in RSI defies some
age-old Chinese tradi-
tions. Instead of older
brother Poh Shin taking
charge, Poh Kon was
put at the helm of the
family's Malaysian em-
pire — Poh Shin looks
after RSI's Singapore
operations. Associates
of the family are very
impressed with Yong's
family relationship.

Apparently, there
have been no bouts of
sibling rivalry in the
family.

'The children con-
sult one another a lot,'
says a close family
friend. "When the late
Peng Kai was around,
he also consulted his
children on business
matters. Yong's father
listens to him, as do his
siblings, even though
all of them play a part
in influencing the di-
rection of their compa-
ny. He's very fair to
them.'

Yong is also very

spite of her bedridden condition, Guay
Soh Eng attended the RSI's new name
launch at the Kuala Lumpur Shangri-La
recently. Close friends of the family say
that the mother is instrumental in hold-
ing the siblings together.

Even so, it is difficult to link all the
siblings to RSI apart from the fact that
they all sit on the board of Kai Holdings
Sdn Bhd, RSI's ultimate holding com-
pany (see main story). Where pewter is
concerned, Yong Poh Kon is the syn-
onym.

Yong read mechanical engineering
at the University of Adelaide in Austra-
lia. Despite his technical background,

close to his mother. In- YONG is sometimes called the Adam Smith of FMM
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users of Malaysian tin with an average
annual consumption of some 250
tonnes.

Sources at the Malaysian Industrial
Development Authority (MIDA) say there
is no need for Yong to restructure. Says
one, 'It's absolutely legitimate for him to
keep it as a family business.' The possi-
ble reason: RSI obtained its manufactur-
ing licence long before the ICA was
enacted and since then, it has not ap-
plied to Mida to expand its pewter fac-
tory operations. Thus, say the sources,
there is no need to comply.

RSI's main pewter factory is located in
Setapak, Kuala Lumpur. It also has a

factory in Singapore for finishings. Its
wholly-owned subsidiary, Selberan Co
Sdn Bhd has two factories, also based in
Setapak, which operate under a separate
manufacturing licence.

Choo Weng Choong, the former gener-
al manager of RSI says, "The assumption
that successful non-bumiputera compa-
nies are normally pressured to comply
with the aspirations of the NEP is not
true. The pressure will only come if RSI
goes public. If you operate within the
law, you're alright.'

He adds, in a nutshell, RSI is a small
company but it's somewhat big by Ma-
laysian manufacturers' yardstick. But I

don't think listing is of an immediate
priority to the owners. Their objectives
have always been to make as much
money as possible selling the pewter
products and to build the company into
a global force.'

Choo, who is currently general manag-
er of Credit Corporation (M) Bhd (CCM)
says the reason for RSI's delay in going
public is that it currently does not need
funds from the capital market to expand.
Says he, 'In addition to profits, RSI also
has enough internally generated funds
for its expansion plans.' Choo believes
that companies like RSI should be al-
lowed to flourish and chart their own

he has impressed many of his asso-
ciates with his prowess in finance and
economics. Tan Keok Yin, executive
director of the Federation of Malaysian
Manufacturers (FMM) says that he is a
man ahead of his time.

'P K has a very alert and sharp mind
that allows him to operate in many
fields. Even on matters pertaining to
economics, business and environment,
he's able to grasp the basic issues very
quickly and come up with very well-
thought out perspectives,' Tan adds.
'We sometimes call him the Adam
Smith of FMM. His keenness of mind
and sharpness of perception coupled
with his wide experiences have en-
abled him to give the FMM very useful
inputs into policy matters, export de-
velopment and industrialisation.'

Yong's involvement in business and
finance goes beyond the confines of
pewter. He was on the board of direc-
tors at Bank Negara for a term and sits
on many committees at the FMM. He
currently represents FMM in the Action
Committee on Industrial Master Plan,
Export Promotion Council, Industrial
Advisory Council Under the Industrial
Coordination Act (ICA) and the Con-
sultative Panel of the Ministry of Home
Affairs. And for all his contributions,
Tan says that a Datukship is long over-
due in Yong's case.

According to Tan, Yong gives clear
leadership and directions in the FMM.
He's also aware of national aspirations
and objectives, Tan adds, it's a ques-
tion of time when RSI will go public'
When that happens, Tan reckons that
there will be maximum benefits for all
parties. He declined, however, to spec-
ulate as to when it would happen. 'I'll
leave that in the capable hands of P K.'

Yong is also said to be politically
well-connected, being close to the
leadership of the Malaysian Chinese
Association (MCA). Indeed, talk at one
time centred around the possibility of

Yong becoming a federal minister. But
this fizzled out after Tan Koon Swan's
abrupt resignation from the MCA. In
any case, Yong once headed the MCA's
think tank — Institute of Strategic and
Policy Analysis.

ICHAEL YEOH, managing
director of Malaysian Stra-
tegic Consultancy Sdn
Bhd says Yong is a strate-

gic thinker and an excellent negotiator.
For example, Yeoh explains, when
Yong was involved in the National
Economic Consultative Council
(NECC), he was instrumental in work-
ing for a consensus among the different
interest groups represented on the
council. 'He played a critical role in
shaping their opinion and mind you,
it's not easy getting a consensus from
150 people.'

Yeoh, who came into contact with
Yong in the MCA says the man is
methodical in his work. 'He can think
through a very complex issue and
reduce it to simple things. He's good at
contributing new ideas and coming out
with new approaches to old problems.'

Described as a man with strong con-
victions, Yong is said to have a tenden-
cy to speak his mind very openly and
without reservations. 'He calls a spade
a spade,' says one source familiar with
the man. For instance, he once op-
posed the attempt by MCA to sell The
Star to the Kamunting group. His opin-
ion was that it could be restructured
without being sold.

As for political ambitions, close asso-
ciates of Yong say that he has none
because he turned down many offers
to be seriously involved in politics. Says
one, 'He feels that he's better off at
back stage work rather than being in
the forefront.' While that may be true,
there are still others who believe that
he was disillusioned with the MCA and
politics after the Tan Koon Swan fiasco.

Then there are those who say that he
does not have enough grassroot sup- j
port to be a politician. Even though he *
is well-connected, many say that he is
too strong a man of convictions to be a
politician. Says one, 'His forthright
manner does not go down well with
some quarters.' That, say some asso-
ciates, might explain his short stint at
the central bank.

Also Yong's tendency to speak his
mind very openly is reckoned by some
of his associates to be a weakness. 'He
sometimes has difficulty in balancing
facts and realities,' says an executive
close to him.

Nevertheless, his close associates
agree on his integrity. 'People like him
are hard to come by these days,' ob-
serves one.

He is said to be a better corporate
man than entrepreneur. 'People like
Yong would be better off as chairman
of a multinational company and in-
volved only in big policy matters rather
than overseeing the daily running of
the business.' In RSI, Yong has a fairly
'hands-off policy in management. He
leaves the running of the business to
his senior managers.

The Yongs are very frugal people,
says a family friend. 'They don't have
any flashes of wealth except for Yong's
hillside bungalow nestled close by Tun
Daim Zainuddin's mansion in Tainan
Melawati, Kuala Lumpur. Yong is mar-
ried to Fumiyo Mori and has three
children. In his leisure, the man plays
golf. His handicap currently stands at
11. His golf chums say that whenever
he plays a game, there are usually
stakes involved.'

The man who has made RSI truly
international is also a firm believer in
meritocracy, high standards and quali-
ty. FMM's Tan credits him for making
RSI a home-grown 'multinational' with
consistent adherence to high quality
and standards.
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destiny. 'It's a well-managed company.'
Even if RSI does not have the neces-

sary funds, there's always the option to
borrow. And should local borrowings be
capped by its authorised capital (20
million rgt), RSI 'can always borrow
through off-balance sheet financing like
leasing,' explains an analyst. According
to sources familiar with RSI operations,
RSI has never been in a situation where it
had difficulty raising financing.

For Yong, however, RSI's dilemma is
two-pronged. Two stark questions con-
front it — how big will it have to be to be
considered a major force in world mar-
kets and how small can it stay without
having to restructure?

The questions haven't stopped RSI's
progress. And most analysts credit Yong
for it, especially for the fact that RSI
began penetrating overseas markets
without government help and way be-
fore manufactured exports became fash-
ionable. FMM's Tan credits him for being
solely responsible for RSI's dynamism.
As Tan puts it, 'Yong is the brains behind
the company's success in international
markets and its export development
strategies.'

And if his father, the late Yong Peng
Kai, is credited with putting RSI on the
assembly line, Tan says the younger
Yong should be credited for putting RSI
on the world map. To be successful in
exports, Yong believed that a company
must have a product of internationally
accepted quality, presentation and de-
sign. RSI has succeeded in doing just that

OF RSI's 1,000-odd workers, 35 per cent are bumiputeras
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and its name over the years has become
synonymous with quality.

Unlike the typical family business,
which is normally managed with an iron
fist, RSI is not strictly a one-family show.
Apart from the Yong siblings, all of
whom sit on the board of directors, with
Yong as managing director, production,
marketing, human resources and fi-
nance are in the hands of professional
managers on the company's payroll.
'We've been trying for the last so many
years to have an even greater separation
between ownership and management,'
Yong once said.

He saw professional management as
the key. 'It's very easy to romanticise the
family angle,' Yong was quoted as saying
a few years back. 'Overall the slant
should be more on the company than on
the individuals.' The stress on profes-
sional management is even more critical
as this is the last generation of Yongs
actively involved in the company. 'There
is no apparent fourth generation being
groomed to take over,' says a close
family friend.

To keep RSI in the family, Yong has


