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financial  mat tei"-.,   Lo  Firm-h 
financing  ¡ 
that  m  hi. 

Mi,   de Oeampo,  Vice-Chainran  of the Development  Bank of  the 
Philippines    tated that  iui Bank wa: willing  to  provicic  lull   financial 
support   end backmt to  ,-11   i'n  p eject,   of the Philippines  presented 
durine the Meeting,  and that  VisV could act a:,   counterpait,   in 

"O  Pm-U'-'li   enterprise-, participating in  the 
:   Vne , ,ove-me:.Uciied two   pvojr-c I.-,,     r, ,   ..e  Ocampo  oaid 
discusión-   .vith   senior  official'   oí   Ine  Finn13h  banking 

community,   it  was ele..!.-  .-xorosoed  that  reriou!   consideration would 
be  given   to  .financing  cene  ,-f   tut   •.rojoctb  ra-centeri  during,   the 
Helsinki   looting,  pai UeuJ a • Ly  by the  Chairar:  of  the  Finnish 
Poctipankki  or   behalf of hi.,  organization (lrciudir.g  project;:  m 
Malay la,   Indonesia ani  Sia   Lanka),     The participation oí   Postipankki 
is  subject  to   ti;- viability  of tne  individual  projects  on  the  basi-; 
of  tech/io-economic  rtudie-   io   be   corned out  during  the n-^'t   foliow- 
up  phase. 

Sri Lanha 

A total  of three   project   proposal- were  presented during  the 
feelings     one Packaging and  -noting Plant,     r.n-.:  Sanitary Ware 
Factory,   and one Fi ¡dung-Net   Factory. 

Preliminary agreden t -   -,nd   letter*  of intent   va.-re  signed  for 
all   tlire.;  project'., 

It   ic  to  be noted   that   tor moot  of  ih-,   project«:   m  the   foui 
participating developing countries,   and  for which  lettere of intent 
were  oigned,   i<   ha    been    •tiputated that  teenno-tconomic     tudie • 
should be  carried out,     Derjendir:,-.   or  the outcome  ci'  thefc-e   òtudiee, 
the Finnish counterpart-   will   nako  final  deci-,ions  on   their equity 
partici pati or^  ir   the  project'-, concerned.    In mo-t   oí   the  lottere of 
intent   oigned,   the   partner Ira'    ..•  ore--  ed hi    v:i   í mgno.: ,  to  participate 
on  the  haoic of a  j<. ini. 3ntur< 
percentage  for  euch equity varied   b. 

,  v;i i h an  equity participation,     Tne 
iwe<: íO,-: and r>o;.-. 

The  Fmnsh Government,   through the himotry  for Foreign Affairs 
hap let   it be  known  ihat   it  vili   see h   the as-irtarce  oV international 
financing  institutions,   flFC;   ./orla ¿ank,  Ac an Development   Bank,   etc.) 
to  supplement whatevoi   financing   n rangement, o are  offered by  Finnish 
Banking  Institutions 

Follow-up Phase 

As   stipulated in  the  Project  Data Sheet   it  was  agreed that  a 
meeting  m Helsinki during   fall   myo  (date to be fi .cd later)  will 
be arranged  between responsible officer    m UÎT1D0 and officialo of 
the Department  of International  Development Co-opeiation,   fomii.-try 
for Foreign Affairs.     In  fie  course of tili,? meeting  each 'vioject 



pi'ODOi-xilf   Wi.ll   bo  f jca:-.;j.ii>-:i).  on   'he   bata'V  of   tin.   preliminary a<i roomer; i,,- 
reaohod betwo.n  'minato-   dui ir;    h.ie  del nrhi    feUii, ,   <.,nd 11.  accoivlance 
with   nrioi L f j or.  ¡;i\(n   to  tin   .,    rr-o,p.ei,.,,   fund?  will   oe  alloc-',ted 
to i   t'i.rc,j'.'" li;."   tue   .O'lUued   e'chiio-'. ooi.omx'    etudxo"e     The  previous-- 
pled;.o   r,t   U3".,,     ; 0,000 ;Mu.   by  Pini i ml  to   the  UT'IDP wil¡   tu;   tally 
Uiiiioee,   foi   thi'-   •'Uj.iu-.. .     Ti..   Pxiji i'h   Miiu.try   for Foroipr:  Ai lair-: 
exp-roo  cd  Williii'.rit.r.       ho  eoiv m>. r   .a.'itioiiu   oo; ' I- ri but a oro  xn  oider 
1,o moot  1 lie?  cotte  of  foiioo'-u" ,."ti'.ii.ii '   1,0  p..   .^'T'LI   upon du.inp 
ne.ct   3optemb,.-r J;.   hol   i;   .1..     Te-   OJ'!í''L:P"  Oí    : he   Mivt- mm ont?,   of 
the-   .'oui   oarti-'MpaLxn•   uccica:^  ';.;u-,i ^ic  ;•-  •.>•   full/  Lu^fc.-d  on 
proceda:'e ?   ir,  b>-    followed  I.'OIVIí'üü.'J   

;aiur>.   1 o PI cv. '--up  achillea xn 
eonjunctior.  with the  , tojC'M     v/'.".x h¡  01 ip i •"•'.•tt.U   in   tlv'ur  J , r.oeoti ve 
count ne0.      Ih   war  ai--o  -., reod. ou 1'..  tiu-r:,  tua   .li   lollo'7-up  activities 
woulu be  co-oreiiated  VìI ' •    U-'IIiO,   t:.u.¡  "Voxdxr.p.  lenpihy administrativ; 
pi 0''.,'du. eo   aia  huoì iced 1..,,!  o;   '-;orh  ani   -, • fort-.. 

Other   I alters 

Upon   ir-   rcrut'"d   of   ¡die Darei. ;.'••   Ihiuu .tn:iu;;a,;ion  ì'Yuid   ior 
Devolopin^   Counìrieo  ( PPU)   te   tir..   Fmnr'    Govt-, r:rrr nt,   hi,   ovend 
Riskjaor,   Director,   war,  ü.\í'. •,,u  a;   ai. oboe.rver  1-    or    Hei a>ki 
¡leetiiip.     TI;*    IP1;   \r- ,  í:X¡,IU;   -d  t'.u      Iì'.!-A    l   to   i'uUj  00-0 pt; rate 
vu Ih 'JFIDO  co     xt, x L ^ >-  •JlT.,j,r.-ii1¡r:.'.   n.  Da r .o.rh,   iiojihp m   'le   feod- 
prOC:r-    inj,    ll.Ù'.i-til,;:.       DAI" IDA   :/x .    /t    ••;    <   \ne.  :.    d   i^.   WJ J. I il'O ru   ', 
to  o ont ri out >••   ilio   lui'!   <-•>;   t      .1;      uo .    .   pro. . .0.1 .¡n>    li   inri eccoti d. 

While   i 1.-.   hi e jai,   .re     ir,  he I 'a? hi     a >:•.• •'+. i:.L. wo.-   or;viìuzPil 
whx-h:   xnoiuuoti UMEO   1, pr.   ard at,i va :    end   , V!,ICJ'  officiala   front   the 
¡•.iruo-try   ¡o;.   íV.íH¡,J:  A'Paxr:        T .e   iu:.o-r   -o'   '.,;¡   ;..íetiuL, ;;au  to 
enable   :

J,   îîx sh.i.H'i-   t,'i  'lovir:   Ih»    v_xo,j ¿ 1 eon    , ainod   . hrouod'   'ha 
Croi D>.outv  Dx lector  o i'   u..   Divi  ion 

;-x'',r.x.-";.   J X »u^try   ior 
projcot  undt.r  iti HH-I, 

lor   Ir. tciriatxort&i   Dcv.-l • .pi n 
Poi't;i,'i,r  Àiliiii?.,   ;-av..   a?    i-v- . xht. L::;x!Hlì;    ooc LII' <.•  ojc.-uiii   ri    Lhe 
result  ac.:xt.'"'.i;l  io  „.„le,   ut,!,  ol hod trai   i:.i.     ,1'Ojoct.   ..ai   provided 
an  ex*1 ollmt   oproaturt1      f.    ooi-.-it   ih     Px'.i.i'h   oublxo.   • owardo  tho 
nocessaly of Pird-ard*   -   r .1 d---rx- •    >r,    ru; ¡o i t    lo tì:<    oovcìopxnp 
counonoE to ,norriot: '. H.J 1 .1 oda't rx...L i.\h iot , "<[::- oro;-,rvAmi:;c 
also bo ooi'i'.x.icrc-d or. a i'oi"j¡, '; •. Pi'r;ic 

v;ant to oo-ofìoral-o ili inauot.xal orojt-t'ò \\- .rvo'Joounp oouni ;ac r, 
and to mharr-o thexr < .;h:ir:!;ft xri .TUOli uivdr. rtakjiioo whoi'o Finnish 
xndu'tiy liar  no   ía.r  Laohod   oulfiox, n   . . o^iif •:•'•-.>. 

'OUld 
vihio.i genuinely 

Pxnaily !t,   Rxokjaoo o ,'tu ;•. od h;      'oai 1   fif.tior 
information   provided ar.d   100,01 liiiTiiod.   loo  vrxl Im,  tor«-   oí' hi o 
or¿;arizatior  ard  DA1ÜD.A.   io  ¡r„ • t  ;íi.ti,  UPIDO 1.0 n.i.p-Po^tonibor   P^79 
xn order lo   finalizo  i!o   üaia  h   p»-ijooi   ¡J < , o.al  on "CO-OIH f.-otioo 
in Eotabli ..'ai.ionl  oí   Joint   Indult n-ol  T)i ve Icrmi- rt   Proj-ot;-  between 
Industrial   Entot-pri^ftü    ,io  Fx lili   xaL   i*:   tiiuiíon:   xn Dmmaik  and 
Similar Orfani ?,a i ioni  10   fioloot-d  lltvel,'uiii.„  Couriiio'-  with  Sîiucial 
Reference   io  Pood-Procosoir;    Lnduot ri 00"     (US/GLO/?. ./0 3.ì) , 



Conclu ioìj- 

The ruojoei  ha    proved  te  be  r.-e-et     unce-< fui   in   Uiu' trat An,; 
QT.vuir.t-   foni'-   of no-opf.v:,tAon  be two'.n  developed  and 'ieveleirunp 
count i'j. :í  in   ilite   f A ?ld  nf industrial   levedeom-rt,   eöoeci.- i ] y 
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ANNEX I 

Statement by Mr. Eero Rantala,  Minister for Trade and Industry, 

at the opening of the Meeting to promote co-operation between 

Finland and selected developing countries at Korpilampi, 

May 21,  1979- 

Mr Executive Director, 

Mr Chairman of the Finnish Foreign Trada Association, 

Distinguished Official Representativos, 

Ladies and Gentlemen 

I have the pleasure to address this distinguished audience on 

behalf of the Finnish Government which,   in co-operation with 

UNIDO and the Finnish Foreign Trade Association,   has  sponsored 

the initiative  that is  the cause of our Meeting here  today and 

for the remainder of this  week.    The purpose of  our Meeting is 

to bring together resources and technology in Finland  in the 

metal working and wood-processing sectors,   and financial 

institutions and representatives of industry of  foui  developing 
countries  - Indonesia,  Malaysia,   the Philippines  and Sri Lanka - 

in order to promote industrial co-operation between our five 
countries. 

I should like,   on this occasion,  to extend a warm welcome to 

the official representatives and to all  other participants and 

observers.     In particular,   I wish to welcome the  distinguished 

Executive Director of ÏÏ1TID0,   Dr Abd-El Rahman Khar.e.     At the 

sane tine I want to congratulate hia on his  ra-appointaent to 

serve as head of U1TID0 for another term.  May I in this  connection 

express ny Government's  satisfaction at the  result  of the recenti••- 

held statute conference  for the conversion of UÎIIDO  into a 

specialised agency.     That  goal was  set up already at  the second 

general conference  of UNIDO  in Lima in 1975,   and  has  received  on- 
full support ever since.     A3  we SPP   ix..   rpir-nn ,^„1 ^  v.,   ,.-...,_, 

the necessary resources,   both financial and institutional,   that 
are needed  to  ensure its   effective  contribution  tn  the 

industrialization of the  developing countries.     The decidc-d 
»-U..V... .   ..  cu   ....;,.   _...0  _.   cp-:...-^ ajency 13  a  atop  in 
the  ri¿rht  direction. 
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The role of industry aa a dynamic instrument of gvowth essential 

to the rapid economic and social development of the  developing 

countries,   aa  set out in the  Lima Declaration and Plan of Action, 

requires  systematic efforts  to promote the transfer of resources 

and technology from developed to developing countries.  In the 

field of transfer of technology Finland has actively participated 

in the negotiations on the Code of Conduct on international 

transfer of technology. We have perceived the Code as an attempt 

to translate some general principles  of the New International 

Economic Order into precise norma in an area which is increasingly 

important in the north-south relations and which, apart from the 

Paris Convention on tha Protection of Industrial Property,   to a 

great extent has been unregulated.   In our view it would seem well- 

founded to seek to establish an agreed international  environment f.: 

technology transactions in order to avoid,  inter alia,  excessive 

prices,   indirect costs and a network of restrictive conditions, 

as well as  to provide minimum guarantees to the buyers of 

technology.  On our part we hope that the Code of Conduct on 

transfer of technology would, where appropriate,  supplément the 

more general United iiations activities with respect  to transnationa 

corporations.  Ve believe that the promotion of transfer of 

technology to developing countries  should be seen as a dynamic 

process where  the Code of Conduct will be the  first  step.   This 

transfer,   and the related activities  in order to stimulate,   direct 

and steer it,  is receiving the growing attention of the Finnish 

Government.   These questions,  as we all know,   figure  prominently 

on the agenda  of the on-going ÏÏÎJCTAD-conference in Manila. 

Finland has very recently established a Fund for Industrial 

Esvelopment  Co-operation with the purpose of stimulating joint 

ventures between Finnish industry and industrial  enterprises 

in developing countries.  UïïJBOJs  decision to set up an Industrial 
aid Technological Inforr.atior./(i:.'TI3)   his had the support  of ny 
Govsmaent   -  ,iuat  to ^«r.tion a   **«•<•  "-••-'—>i ->^     or  »n — o    -> •» - 

these activities are  directed towards  the ultimate <jcal  of 

• 



establishing a ílew International  Economic Order.   This,   translated 

into UNIDO  language,   and within  the optics of the next  two 

decades,  means  that  the goal of  the world-wide mutual  development 

process  should also  in the   future be  that the  developing 

countries  should account for 25  per cens  of world industrial 

production by the year 2000. 

Against this background,  the Finnish participation in the 

Eorpilampi Meeting is a step in line with the quite novel . 

theoretical and practical approach of UNIDO to the old problem 

of finding the right partner for the right development project, 

coupled together with the appropriate  technology and the 

appropriate financing. We are.   together,  taking part in what 

we might,   perhaps,   view es   one  important case  study or pilot 

project between partners in development co-operation,   even 

though it comprises  several individual, potential industrial 

joint ventures. 

On  the Finnish side,  we see the Meeting as contributing to several 

useful purposes at the same tine.   It brings  together partners 

with a mutual interest of entering into co-operation.   It will 

help us  to see,  better than before,  how Finland can best  sea-rch 

for new ways to contribute  to the  transfer of appropriate 

technology and resources.  Finland has,   of course,   since a number 

of years  entered into technical  co-operation and development 

assistance activities with several developing countries   .   This 

Meeting will assist us in finding new ways and means  to put our 

accumulated experience into new practical use.   It will  serve to 

build  closer conecta between ccr^nies,  ?.nd cive  thc-n a  better 

knowledge  of each other.  It will,  as well,  give the-dlc'-fciñsuished 

guect3 and participants from the  four countries  concerned,   a 

comprehensive picture  of Finnish resources and know-how  in 

mc'wui  worxiinü- and wood-processxiiç.   On  the Finnish side,   it  will 

deepen  our understanding of  in cues  involved  in industrial 

development co-operation.  Besides,   it will make  the work  o£ 3::iro 

known  to  the Finnish  public,   and  it will help us all  to  develop 
botter cuturtj.   im'crsr.ticn  cha.nr.olfl. 
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Tht experimental  character    of this now approach to industrial 

development co-operation is something of a challonge to us all. 

We shall have to look carefully at the results achieved during 

the week in Korpilampi,  in order to draw a balance sheet 

between input and output.  Provisions have already been laid 

down for doing so.   I should like to commend UNIDO for proposing 

this opportunity to us to try out, and possibly,   of course, 

to further improv« on the concepts they have developed. One 

point I should like, to make already now,  is that appropriate 

efforts should be made to involve international and regional 

development financing institutions in supporting the results 

of our joint efforts,  so that they are ensured of the necessary 
means needai for their fruitful elaboration. 

Is I said at the beginning of my speech,  the Finnish Government 

considers that TOIDO should be given the necessary means to 

fulfill its important task. As a practical expression of this 

view,  my Governaent has pledged 250 000 US dollars as a special 

purpose contribution to the United ÌTationa Industrial 

Development Fund,  administered by UÏÏID0,  for follow-up 

activities connected with the present co-operation projact. 

Let me new conclude by wishing all the partner» in our joint 

undertaking a good stay in Finland and good co-operation and a 
constructive working atmosphere during the week ahead. 

I now declare the Meeting opened. 
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Tour «¡xcellency, Ladies «cid Gentlemen, 

It is a prrvile«» and a pleasure for me to address this Meet in* whose 

*in is to oromota industrial no-operation between Finland and four developing 

countries: Indonesia, Malaysia, the Philippines and Sri Lanka. 

As you know, the Lina Declaration and Plan of Action call for the share 

of the developing countries in the total world industrial production to be 

increased from the present  level of 7 to 8 per cent to at least 25 per cent 
by the end of this century. 

As one means of attaining that goal, the Lima Declaration and Plan of Action 

placed considerable emphasis on co-operation between developed and developing 

countries in the field of industrialisation. In fact, such co-operation is 

indisosnsable if a more equitable distribution of the world's industrial production 

is to be achieved. In this connection, UITIDO has been examining various ways 

and means in which such co-operation can be realised. Studies carried out on the 

present and future structure of industry in develooed countries, on both 

sectoral and geographical bases, have highlighted the needs and gaps in the 

industrial framework of the developing countries. OTIDO's work , as well as that 

of other organisations and institutions in the field, have given a clearer 

insight into practical ways in which industrial co-operation can take place. 

One of the most practical and effective forms of co-operation is co-operation 

at the enterprise levml. Snterprisee, both public and private,  in the 

industrialised countries can co-operate most meaningfully with their countsrperts 

in the developing countries. Bach party has its own contribution to make in 

the formulation of a successful project. The partner from the industrialised 

country brings the technology and the managerial skills:  ths partner from the 

developing country can match this with labour and a knowledge of the local 

working environment. Together they can find suitable sources of finance, markets 

and the other resources necessary for project creation. 

Thus, we are looking forward to this Meeting,  the objective of which is, 

more specifically, to promote eo-oper*tion between Finland and Indonesia, Malaysia, 

the Philionines and Sri Lanka in the development of the metalworking and wood- 

processing industries.  As a result of the extensive preparatory work for the 

, j 
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Maotin*, a BBÉbtr of orojacta bava barn idantifiad which should provide 

oonsldarabla anona for co-oparation batwasn Finnish industry and industry in tha 

four Asian oountriaa taking part. I intand to follow with graat intaraat tha 

discussions and nagot ist ions which will taka placo in Hslainki thia waak; thair 

outcoo» will, wa hopa, ha aoat fruitful. 

I should, likat howavur, at thia point to caution against aaaing thia 

Mooting only as an ascosa to sail oauipusnt. Salila* aauiuaant is, ainittadly, 

an important faatura of iirtarnational trada, but it doas not fall within üim»(s 

•andata as part of tha Dnitad Tactions ayatos. «baci DTE» is ixrtaraatad in 

aohiaring is ganuina oo-oparation basad on lone-lasting, nutual and äqual banafit J 

for uartnars from both daralopad and dotalopiag oountriaa. 

In tha industrialisation of tha da*slopi&g osuntriaa, tha transfar of 

appropriata tachnology has a. laanlnf rola to piar• It is obvious that without 

snob taohnology transfar tha davulcping oountriaa will not bs ab la to puraoa 

thair prooass of induatrialiaation within a «atisfactory tin» span which would 

allow than to asot adsquatoly tha ils—nils of thair rapidly trowing populations 

for mora aanufacturad «pods. Ins transfar of tachnology to dawuloping oountriaa 

involTOS a nsnbar of iaportant para—tara, soob as coat, oonditiona of transfar, 

suitability of aouipaont, availability of labour and tha capacity of tha 

dawalopiuf oountriaa to absorb tha taehnolo#y. All of thasa issuaa ara of conearn 

to tBlI», and wa ara trying to fiad smitabla and practical solutions to tha 

Anotbar arsa to which I ahould lika briafly to draw at tant ion is tha flow 

of financial raaouroas. Statist ics show that this flow continuaa to b« graat ar 

in tha South-forth direction. In tha past, this situation, coup lad with tha 

polielaa of tha than growing; world powars, pravsntad tha industrialisation of tha 

davoloping oountriaa; today,  it continuas to iapada thair industrialisation procaaa. 

flat eonsidarabla daficita that tha da^aloping coantriaa axpaot in thair trading 

balanças ara furthar aggravutad by tha protactionist aaaauraa - daapita all tha 

4mtalff Just hoard in manila in oonnaetiam with tho UTCTAD 7 Conf aranca - that 

faoa thair aanufacturad goods in tha aarkata of tha industrialisai rountriaa. 



Tn conclusili*. Tour F*cellen~v, T.adies and Oentleaen,  T wieh to draw 

»articular attention to features of this programme of co-oper»tion. 

First lyt The programme olaces roscial emphasis on the metalworkinf   ««* 

wood-orocesaing industries. The objectiva here is two-foldi to aelect industrial 

sectors which are important to the economise cf the nartieinating developing 

lountriea; ani to liait than to two aertorr, in order to concentrate our effort» 

for possible co-operation. 

Secondly« Asse aecto-.'S are selected among the most highly doveloosd in 

Finland, and are held in hirh renata throughout the world, '''he develooing 

countries participâtinjr in the oro*»ramme, therefore, will,  T fsel certain, 

benefit froa Finnish experience in the field. 

Thirdlyt This nroffrasne of co-ooeration has succeeded in brinring together 

Government and industry, which I find particularly satisfying. A successful 

nsrtnership between Oovernaent and industry, whether in a de va loped or a 

develooing country, is,  in my view, most desirable in order to ensure a well- 

balanced industrialisation. 

Finally, I should like to express my sincere thanks to ths Finnish 

Gi i ie linen I  for its co-operation and for the financial contribution which made    this 

Meeting possible. I should like also to mention the most welcome pledge of 

230,000 DS dollars which Finland has made for follow-up action to the Meet in*. 

In this respect, it will be appreciated that,    as the activity gathers «omentum, 

it may call for increased financing. There is no need to emphasize ths importance 

of the follow-up phase, which should be devoted to the undertaking of concrete 

joint activities by Finnish industriss and industries in Indonssia, Malaysia, 

the Philippines and Sri Lanka. 

Tour axcsllsncy, Ladies and Gentlemen, I wish you every succsss in this 

Meeting. 

flunk you. 
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kXKBL III 

nlind and Indonesia. Ha avsia. thy Philippines and Sri Linki 
at Korollamol. F1n and. 2 . - 2S.SJ979 

Monday, 21st May 

10.00 Opening Speeches 

Mr. Etro Rantala, Mini star for Trada and Industry 
Dr. Abd-EI Rahman Khant, Exacutivt Director 
of UNIDO 
Kr. Harri Melmberg, Managing Oinctor of th« 
Finnish Fortign Trade Association 

li.IS Präsentation of th« programme of the Meeting 
as from the 22nd to the 25th May 

12.00 Lunch 

14.00     Lectures by Guest Speakers and 
Panel Discussion 

Mr. Anwar Ibrahim, Deputy Chairman of the 
Investment Coordinating Board, Indonesia 

Mr. Dato Jamil Jan, Chairman of the Malaysian 
Industrial Authority 

Coffee break 

Lectures by Guest Speakers and Panel 
Discussion Continued) 

Mr. José de Ocampo, Vice Chairman of the 
Development Bank of.the Philippines 

Mr. Donald U. Kannangara, General Manager of 
the Development Finance Corporation of Ceylon, 
Sri Lanka 

Chairman, Morning Session: 
Mr. Wilhelm Breltenstein,01 rector, Department 
for International Development Co-operation, 
Ministry for Foreign Affairs 

Chairman, Afternoon Session: 
Mr. Harri Malmberq, Managing Director, 
Finnish Foreign Trade Association 
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Masting to Pronote Co-operation between 
Finland and Selected Developing Countriaa 
on tha Development of Matal Working and 
Wood-Processing Industries, Helsinki, 
Finland (21st - 25th May, 1979) 

"loononic Development in Malaysia, and 
Opportunity for Invaotnants" 

BT 

Dato' Jaadl Jan, Chairtaan, MIDA 
Malaysia. 

Ionian and Gentlemen, 

It gives so great plaaaura to ba her« to addraaa this 

distinguishad gathering. Your praaanca hara is indication of your 

asm interest in Malaysia and tha investment opportunities it has 

to offer. May I assure you fron the outset that keen and farsight»d 

busineasaan «ill find Malaysia a profitable centre for investments. 

*•      fruttati Mr s«wlrttT gttWie9B 
Lai ae begin by giving you a brief account of the politicai 

and security situation of our country, Malaysia. Although aoaa 

of you amy know about Malaysia, it ia acre likely that you hare 

read about it fron some aagasinea or newspapers which in order 

to atiaulate reader-interest, tend to exaggerate and sensa- 

tionalise without bothering too ouch about accuracy. The net 

result is to create a feeling of uncertainty regarding the 

atability or even viability of this distant land ia the Binda 

of sost of the readers. 
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••turnias to the political situation ia the oountry, 
Malaysia attained her independence ia 1957 «ad optad for a 
damn oratio coaatitutioaal monarchy modelled aitar the British 

system«    I« have a written constitution which is the supreme 

law of the country.   Although the constitution say be altered 

by, a two-thirds majority in Parliament certain sensitive issue« 

relating to race, religion and citisenship are entrenched and 

way not be altered« 

The government is wads up of a coalition party - The 

National Iront, which is a multi-racial, 9 party coalition. 

Oaring the last fanerai eleotion held in 197& the National front 

was returned to Parli •sent with sore than a two-thirds anjorltyv 

This ehoioo of party has been consistent since Malaysia achieved 

One sajar, reason why the present government has tine and 

tins again been returned to power is the fact that the party 

ooaprlses aoderates and not extremists and they belong to all 

the races in Malaysia.   In a sulti-racial, multi-religious, 

aulti-lingual country like ours, with numerous, economic, social 

and cultural disparities only thoss who are aoderates and 

acceptable to all the races are likely to succeed«    By the ease 

token they, are likely, to provide a non-radical, tolerant and 

stable government and of course a stable Government in turn 

augurs well for the investaont elianto« 

As regard the security situation X wish to highlight the 

fact that Malaysia attained independence while facing a 9-year 

old Communist guerilla war.   However, within 3 yeara of attaining 

independence the guerilla insurgency collapsed and despite several 

attempts by Coamunist terrorists to stage a comeback they have 
been soundly beaten each time.    Malaysia is therefore very aeeure, 

ia fact nere secure than some developed nations«    Aere will be 

the usual crinas but organised terror is well and truly suppressed. 

I also wish to stress that the tad of the war in Viataaa has not 

changed this situation nor baa the Sino Vietnamese elaahea 
affected ua in Malaysia.    If at.all,  it has spurred ua to further 
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strengthen our security links with our neighbour* sad this has 

actually helped to improve the security situation, in the region. 

H.  Economic Development 

Sines g"-»"<T»g independence in 1957 •conoaic pi snaring: ha» 

been a feature of Malaysian life» The government baa launched 

and carried out successfully four five-year plans. She current 

one is called the Third Malaysia Flan.« because in. 1963 Sabah 

and Sarawak joined the Federation of Malaya to form Malaysia. 

A feature of the Malaysian development plan ia the 4 

proninent role given to the private sector. Indeed in the 

current plan, while the Government ia expected to invest 

USS8.'t billion, the private sector is expected to invest 

US$12.5 billion. This allocation tsatifies to the faith, of the 

Qovernaent in privata enterprise - Including of cours» foreign 

investments. 

Another feature of tha Malaysian development plan is the 

stress on social engineering;. It is not enough that tha nation 

should develop but the disparities and inequities in tha society 

sust also be rectified through the development plan* Thus, 

since tha Second Malaysia Development Plan, the object!vea ef 

a New Economie Policy have been incorporated. Them» objectives 

are: 

- (a) to eradicate poverty irrespective ef race; and 

(b) to reduce economic i abalances between races and 

regions. 

A point that needs emphasising and frequent repetition is 

that these twin objectives are to be achieved through growth. 

There will be no nationalisation or expropriation - although 

legitimate acquisition through purchase ef shares say be done. 

The Plan's target for inveatoent both by tha public and 

private sectors amounts to approximately US520.9 billies. 

Of the US$12.5 billion targeted for private iaveataaat,. 
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0118.0 billion «ill b« la th« various «oonoaic ••etera and 

0II4.5 billion in th« annufacturing sector.   It in expected 
that of tho US$4.5 billion, approximately US31.4 billion vili 

b« in th« fora of foreign privat« investment,   Thus, not only 

is privato investment given a rolo but foreign- inveetaent io 

tur*"-1 "7 onconrafod in tho-Plan* 

?    la OMO, «enseal« planning «ad -ita social engineering 

objectives amy bo suspootod of boina; straight jacksts vhieh 

pines usnsewssary oonatrainta in th« path of invoataoata, amy 

I proaoat to you aoao indicator« on tho porforaaaoo «f tho 

Halayaian «conoay. 

•   Boonoarlnany speaking, 1978 baa not boon a good yoar for 

tao «arid.   A« a produoor of raw aatoriala for aaanfaeturod 

goada of iaduatrialiaod countries, wo should expect tho 

nalayaiaa oeonoay to have boon af f oetod by tho slowdown in 

world economic growth.   Instood, however, th« Malayaiaa eeoaoay 

porforaod satisfactorily and our economic growth f«r 1978 one 

•bout 7.556 in roal toras.    It is also significant to noto that 

privator fixod iavostaeat lneraasod by 18.3* in roal toras in 

1978 aa ooaparod.to. only 10.69« in 1977 «ad 0.H in 1976. 

Inflation, which usually aoceapanies economic growth baa 

a say of asutrsliaiag ooonoaie iaprovoawats.   But fiscal and 

asaotary palici«« as well as «th«r aeaauros tak«a in Malayaia 

haw« anoe««d«d in controlling inflativa s« that th« rat« in 

1978 was only <t.9J».   Tou can wall iaagia« th« boaafita thia 

briaga to -tho coat of production for saaufacturoro,   Thia 

is not aa isolated por formano«.    Inflation in Malayaia has 

boon consistently low «inee independence.   It ia aere than   « 

probable that it will continue to remain •«,       _    . 

A fair more figure« ehould «uffio« t« ceoplet« th« 

piotar« «f Malayaia'a oeonoay.    Th« ••orali baiane« «f 

p«yn«nta position for 1978 waa M$625 Billion (USS284 nilli«n) 

in Malayaia'a' favour.   Aa at th« «ad «f 1978 th« Cantra! 

Bank'a net external reserves aaounted to M»7,363 aillioa 
i;0353,346 Billion) sufficient to finance about 7 maths #f 
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retain«! Importa at the 1973 lerci.   You can sea that Malaysia 

is a financially sound country - a country that yeu oaa da 
business with, without fear er uncertainty. 

III.      Monetary Policy 

I would now like to touch upon our aonetary policy. We 

pursue a multi-purpose pelicy which is nevertheless consistent 

with our national economic objectives. Our pelicy is aiaed 

net only at promoting aonetary stability and a sound financial 

structure but alse at expanding and ispreving banking services 

and encouraging balanced economic growth within the context of 

the New Economic Policy. 

In realizing the meed for a wide ranging banking system 

to sustain modern industrial activity the Government, through 

Bank Negara or the Central Bank of Malaysia, has devoted much 

effort in strengthening the basic structure of our fina noi al 

system.   At the time of our independence in 1957 • a total of 

20 commercial banks with 38 offices were operating im Malaysia. 

Today, we have 37 banks of which 20 are domestic banks and 

they operate a total of 309 offices throughout the country.. 

In addition to the 17 foreign-incorporated banks with 143 

branches operating in Malaysia, there are also 15 foreign banks 

with representative offices in the country.   Other than the 

commercial banks, we have 33 finance companies with a total of 

197 offices, 12 merchant banks and 5 discount houses within our 

financial system.    We have as active stock exchange and a 

growing soney and foreign exchange market, as well as plans ts 

develop Kuala Lumpur further into an international commodity 

market for tin, rubber and palm oil.    The Malaysian financial 

system is therefore relatively well developed for a young 

country.    Nevertheless, we are constantly striving to improve 

the efficiency of the financial syBten, since it has a pivotal 

role in the financing of eur development. 

At this juncture, I would like to touch upon eur exchange 

control regulations which permit the free movement of capital 

and profits in and out of Malaysia.    There are very few 

regulations restricting the activities of foreign investors« 
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• However, for purpose« of financing businesses in Malaysia, 

non-resident controlled coopanioa are permitted to borrow 

from local sources up to M$500t000 without any official 

sanctions.    For borrowings beyond this amount, the approval 

of the .Controller of Foreign Exchange is required.    Such 

a; -1'    approval im- noraally freely given based on the genuine needs 

.of the non-resident controlled companies concerned, 

'•'»•. - * 

• «hilo allowing the coopanioa to borrow frsa within 

Malaysia, the Government also encouragea the inflow of long- 

term capital from abroad.   The Government exempts the with- 

holding tax paid to non-residents for long-term loans of not 

leas than 3 years maturity.    I soy also add that the Governassi 

baa not hesitated to grant exemptions from with-holdiag tax 

on loans of leas than 3 years maturity whore the proceeds of 

the loans aro used to finance approved projects. 

Finally, cosing to the question of paramount importance 

to all investors, i.e. the repatriation of profits and the 

remittances Of dividends.    For most countries, payments for 

trad» services, transfers, including repatriation of capital 

and remit tances of profits, dividends, etc. are freely 

permitted« 

IT..    louitv Participation-Policy 

«hat is Malaysia's attitude towards foreign investors? 

Wo in Malaysia pride ourselves in our pragmatism.    Wo know 

that investors, foreign or local, do not invest in order to 

do charity.    You invest far profits.    You are welcome to this 

profit but wo expect you to be equally pragmatic.    We expect 

a positive contribution eo the growth and well-being of our 

nation.    This is nothing unnatural.    Good hard-headed 

businessmen do net expect to get everything eut of the 

society in which they operate and give nothing back in return. 

This contribution to Malaysia's well-being is completely 

above-board. We are offering you a profit centre in exchange 

for your assistance in our socio-economic development. 
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Te this end certain policies and guideline« have been 

decided fer equity participation in investments in Malaysia. 

They are net rigid rules and they de net affect the success 

and profitability of your business to any great extent. 

The guidelines are applicable te new projects «a well 

am te substantial expansion or diversification of existing 

projects. The broad guidelines are as fellows:- 

(i) For industrial projects substantially dependent 

en the domestic market, we would like to see 

•ajerity Malaysian equity; 

(ii) For projects utilizing important sen-renewable 

resources, particularly at extraction and primary 

processing levels, at least 7056 Malaysian equity 

(including 30% bumiputra) would be required; 

(lu) Fer projects manufacturing substantially for the 

export market foreign majority ownership is 

permitted. If the case warrants, even 100* 

foreign equity may be considered. 

I oust stress that these are guidelines, and guidelines 

by definition cannot be rtf-id. We are prepared te aoevsraodate 

all views as long as the benefits are fairly shared between 

you as investors and Malaysia as your willing host. 

Some companies have expressed the fear that though initially 

they may be approved with an equity condition acceptable to them 

the Government may after several years decide to change the 

equity condition in favour of Malaysians. 

This has net happened and will not happen in Malaysia. 

Even when nationalization was the favourite preoccupation ef 

newly independent countries, Malaysia refused to be seduced 

by its blandishments. We appreciate foreign investments and 

are confident enough ef our own ability to resist the banana 

republic type ef manipulation. So there will be no change 

in the rules ef the game mid-stream. 
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v,   inlmaiMt f vitar 
With regard te employment, Malaysia, like many ether 

countries, desires te encourage the maximum employment ef local 

nationals«    Our policy is te werk towards Malaysians being 

eventually trained and employed at all levels.   Notwithstanding 

this, we allow foreign companies to bring in the required 

personnel in areas where there is a shortage ef ^trained 

Malaysians to do the job.    In addition te this, foreign companies 

are also allowed certain 'key post»*  to be permanently filled by 

foreigners to safeguard their interests« 

While on the subject ef personnel I might mention that 

Malaysia has the required manpower for the needs ef modera 

industry.    Our unemployment rate of 6.2$ in 1978 ensures an 

abundant pool of manpower«   The Malaysian Government has given 

top priority for vocational and technical training to moot the 

expected demands of increased manufacturing activities«   Besides« 

many foreign firms have found that their Malaysian workers 

acquire milln easily and rapidly and produce work of a high 

quality, comparable with the best anywhere. 

VI.      Buminutra Participation Policy 

One subject that has often been misunderstood by those who 

are net familiar with the Malaysian situation is the Government's 

bumiputra (indigenous people) policy.    As is quite common in a 

society with large immigrant communities, the indigenous people 

ef Malaysia are economically relatively backward.    This baa led 

to tension and an outbreak ef rioting in 1969.   The Government 

has therefore decided to correct these disparities through 

carefully planned development. 

Thus, the New Economic Policy specifies that Government 

will deliberately stimulate economie growth and employment 

opportunities and out of these the Buoiputras are to be 

accorded a proportion that will eventually correct existing 

imbalances.    The target date is 1990.    The implementation 

ef this policy ia flexible and gradual and care is taken to 

avoid the slowing down of economic expansion.    Indeed the 

success of the policy depends en economic expansion, 
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Thar* haw* bm Mae teething prebleae but by and large the 

bualpatra aapeet af th« New EceneatLc Policy ha« been accepted by 

taw iareataent oeavnaity ana ±a oauadag ainiana inconvenience ta 
foreign investors. 

HZ.     Industrial Development la Melavi* 

lot» aaat developing countries), Malaysia's iaduatri&liaatiea 

offerta during th» ianediate peat-Independence ara ware concen- 

trata« priaarily as the establishment ef iapert-aubatitutien 

lawaastriea*   It can be aald that «a hare been aueeeaaful in ear 

lanari ouDotitntion efferta ana that nea industries catering far 

the Malaysian domestic aarket are fairly well-developed.    We are 

mm at the «tag« «here ve ara developing a aide range ef expart 

iaduatriea ana it ia in thia area particularly, that ae eoe Taat 
petenti al far develepaent. 

Uth iaereaaing eaphaaia that the Nalayaian Oevernaant ia 

placing en the aanufacturing aeetar and with the dynamisa that 

thia eecter haa been diaplaying since the inceptiea ef eur 

iaauatrlaliaatien pregrame t it can be expected that the nanu- 

facturlng aeetar «ill continue ta gre« in inpertance in the 

yeara te eeaa.    At präsent thia aeetar centributea te appre- 

xiaately 19% «f Malayaia'a Grose Daaeetic Product and it ia 

expected ta become, by 1990, the largest sector ia the economy 

contributing te 26,2% oí the draw Deaeetie Product..   Haviag   ' 

prepared auch a significant rale far the aanufacturing aeetar in 

the life ef eur nation, the Government ia ceaaitted te a 

programa» ef net aerely amintaining the present inveatment 

cliaate in the country but iaproring it ae that the objective 

ef increased and accelerated industrialisation can be achieved. 

VIZI.      Inveatment Opuertunitioa 

I would new like te outline ta yeu the areaa ia which 

investaent potential exists in Malayaia. 

Considerable potential exists ia Malaysia ia the fiala ef 

expart oriented industries especially ia respect ef these 

industries which are labour intensive and these which utilise 

local raw aateriala which are ia abundance in Malayaia.    These 
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industries are aaong the priority industries which we «ant to 

encourage ana develop.    Other industries with significant 

potential and which are ais« considera* as priority aro thoso 

which can support or integrate with existing industries in 

Malaysia. 

within the context of the broad groups-of priority 

industries which I have just mentioned, wo have identified a 

very divers« range of industries and products with good, potential 

for development in the country.    Some of th« industries which 

can be considered by foreign investors are aa follows:- . 

(1) Processing and manufacturing «f reaeurco-based, 

products utilising for example, rubber, tin, timber, 

pala oil, sand and clay. 

(2) Manufacture of petrochemicals and other chemical 

products. 

(3) Manufacture of precision products, for example, 

photographic and optical goods, watches and clocks, 

cutting and polishing of precious stones, manufac- 

ture of jewelleries etc. 

{k)    Manufacture of industrial machinery and parts« 

(5) Manufacture of transport equipment and also 

components and fittings for motor vehicles» 

(6) Manufacture of medical and scientific equipment. 

(7) Manufacture of electronics and electrical appliances, 

equipment and their components. 

(8) Manufacture of footwears and toys - all types. 

From the list of induatries indicated above, you will note that 

great emphasis is placed en the promotion of resource-based 

industries, precision industries and those utilising a high 

degree of labour. 
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la th« context of the priority aróos of manufacture that 

I have just mentioned I would now like to highlight seme of 
these groupa of industries:- 

aubbor-Baaod Industry 

Malaysia occupies a pre-eminent position in the natural 

rubber world accounting for more than kOH ef the world's natural 

rubber production.   Malaysia's output in 1978 totalled 1.6> 

million tonnes»   Despite our pre-eeinonce in the production of 

natural rubber, Malaysia's contribution as the producer ef - 

finished rubber goods and rubber products is insignificant r 

This industry in the country is relatively amali, consumine a 

total of only W,000 tonnes or % of total production in 1978. 

There are some very compelling economic reasons for more 

rubber-based projects to be established in Malaysia. 

The most obvious advantage would ef nurse be the ready 

availability of raw materials.    With the production of natural 

rubber projected to reach 2.5 million tonnes by early 1980s, 

there will be absolutely no shortage in the supply ef this 

ceanedity.    In addition to its ready availability, an equally 

important factor is its costs.   Natural rubber when exported 

from Malaysia is subject to an export duty and research and 

replanting cesses.   Depending on the price of natural rubber, 

cost savings arising from non-payments ef these duties and 

ceases could come up to as much as 30* of the total oost of 

natural rubber.   In addition to this, there would also bo 

significant savings in reduced »teck holdings of natural rubber, 

transportation, handling, insurance, and commission charges, 

The advantages ef rubber based manufacture in Malaysia would 

be aero obviouo in the case of dipped rubber goods utilising 

Malaysian latex.    The total effect ef all these would ensure 

that the rubber baaed manufacturing operations in Malaysia 

enjoy considerable savings in the input costs as compared to 

a similar operation overseas. 

The second advantage arises as a consequent ef sur pre- 
eminent position in the eerld ef natural rubber technology. 
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ti« have tu» major uà well-known research institution», «a« la 
VI   . 

Malaysia I.e. The Rubber Research Institute of Malaya ana the 

ether, the Malaysian Rubber Producers' Research Association in 

the Unite* Kingdom. With these two research institutions, we 

have therefore at our disposal, the largest single source of 

information on various aspects of natural rubber technology, 

production ani manufacture. ' Rubber manufacturers in Malaysia 

can therefore expect excellent research back-up and technical 

facilities iron these, institutions. To further strengthen the 

supporting services' to the industry, the Oevernaent has new 

set up a Rubber Technology Centre in Kuala Lumpur which will 

previas production, engineering, quality control and other 

advisory services to the industry, 

4 

Timber Baaed Industry 

la 1978, Malaysia produced 28.5 million cubic motors of 

sawn legs. Of these, almost half was exported unprocessed. 

Of these processed locally the bulk were in the fera of 

relatively lew value added rough sawn timber. 

Ts achieve the maximua degree of utilization of our forest 

resources, priority is new given to the establishment of 

integrated timber processing complexes. This concept is 

particularly suited to conditions in Sabah and Sarawak where 

there is an abundance of timber resources. 

Ts ensure availability of prias tiaber to Malaysian 

Banufacturers, the Government has banned the expert of 16 

varieties of legs froa Peninsular Malaysia. Similarly the 

expert of logs froa Sabah will be reduced by 30% in the aext 5 

years, 

la addition to opportunities in timber eeaplexes, 

considerable opportunities also exist in the expansion of 

secondary and tertiary weed based industries. Of particular 

interest are the production of specialised mouldings and 

turnings, furniture component parts (and knock-down 

furniture), joinery items, such as wooden doers and window 



.   23   . 

frasea «ad navelty «eod producta, including taya, apart« 

picture frame»» «te.    Squally high en the liât ef prieritiee 
ara ether secondary product« auoh aa bl«ok beard, chipboard 
•m well as structural and apecialiaed plywood. 

Thar« ara ala* osnsiderable eppertuaitiea far the eettiag 

tip af industries ta utilisa forest aaá mill residue« voies, ara 

presently allowed t» go ta «asta in the sills as «all as in 
the Jungla. 

Pals Oil Industry 

Aasng the priarity industries ia tha raaauroa basad aeoter, 

pala eil based industria« ara ef significance.   As yam aré asara, 

Malaysia is tha «arid* s largeat preducer and expert er ef pal« 

ail.    «a have at present appraxiaately 1.8 odili en acras ef 

land under pain ail cultivatien praducing 1.6 millien teaaea 

af cruda pala eia.    It ia expected that by 1985, eur preductie« 

ef cruda pala ail «ill reach appreadaately k ailliea oatria 

tonnea.   At present «a have capabilitiea ta refine sur pala 

ail.    This refining capacity is estimated ta reach 2.1*3 ailliea 

•atrio tannaa in the next tve er three yeara.    With inoraasiag 

praductian af cruda pain ail there «ill be considerable acepe 

for tha establishment af sarà pala eil refineries la Malaysia 

far expart.    Tha eejphasia «ill however be fecussed «a further 

desastrosa processing af pala ail inte finished products such 

aa fully refined pala ail, elein and atoarla, vaaaapati, 

ahertening and nargarine, the manufacture ef fatty aoid aad 

glycerine.    It is in this context particularly that wo «oleoso 

foreign investors to consider participation. 

Tin Baaed Iaduatrv 

Malaysia is presently the largeat producer ef tin ia the 
«arid with an annual put put ef 60,000 to 70,000 tona,    4peeifio 

investment opportunitioa exiat for the production of tin 

products such aa powterware, soldera and chemicals derived 
fres tin. 
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fttrtrl«* irti lit rtrmigf prHti9tf tal c< 
On« «f tht tr«u ef expert-oriented industrial activity 

that Malaysia has eetabliahed iteelf in, »a a vary viable 

aaaufaeturing basa, la the aaaeably and aanufacture of electrical 

and electrónica components and producta, Whereas a fan years 

age in fact as recently as 1972, Malaya ia eia net bAve eren ese 

such project, te-date a» hare ever 100 electrical and electranie 

projects. Hast of these ara 100% expart eriented and cater far 

the «arid market. The existence- ef these projects and the fact 

that they continue ta expand indicate that Malaysia has the 

infrastructure and the sephiaticated industrial environnent ta 

sustain export eriented industries« 

Malaysia is also keen to prosate the aanufacture ef 

prefeasienal, scientific, aurfical and dental inatruaamta and 

equipaanta, watchrea and decks, auaical inatruaenta, the cutting 

and f»«M"| af preeieua atenea and the aanufacture af jewel- 

leriea. Photographic and optical geoda auch as casaras, projectors, 

leases, binoculars, telescopes, magnifying glaasaa and nicre- 

soapaa ara ether priority producta which Malaysia is keen to 

prosata» 

Machinery and Matal Siri Bear! na Industry 

Investment eppertuaitieo sJLse exiat in ganoral ia all 

aspects ef the engineering industry. In particular, considerable 

pateatial exists in the fabrication ef faad proceeding aachinary, 

packaging equipment. Bachine toóla, blowers and ventilatore and 

anti-pollution equipoenta. 

Other Inyoatmont Ouaortunitiea 

There are of course inveataent opportunitiea in other 

industry sectors which I have not covered in ay address. 

However noÉbera of the Malaysian Delegation will be vary 

pleased to discuss with you any other prejecta ef intereat 

te you and ?hich have good potential far development in 

Malaysia. 
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IX.      HjJUXffift'i ?fft?lfHP r^8fiM-4 

I would new like to touch upon a major development which 

I am sure is ef interest to all ef yeu - the production ef 

petroleum.    Malaysia is now a producer and a net exporter of 

oil«    Recent offshore strikes indicato that oil production 

ana export will increase,    As Malaysia's low sulphur oil cesmmnds 

a market premium wo> export our oil »hilo our refineries* impart 

crudo oil fres the H iddi e East. 

At year end 1978, there «ere a total of 2k oil fields of 

commercial value« Of these« 13 fields have boon brought into 

production. In 1973 annual production of cruda oil increased 

by 18.2$ to 79.2 siili on barrels or a daily average of 217 «OCX} 

bárrela. Dp until the end ef 1978, three offshore Peninsular 

Malaysia fields liad been brought on stream. 

natural gas will bo another ceasodity t» bo exportad from 

Malaysia»   By the yesr 1983, Malaysia's Liquified Natmmal das 

projeet, one ef the biggest in the world , will be an stress. 

With these oil'and gas resources, we are confident that thoro 

is tremendous potential for which the development ef an entirely 

new rang« ef petro-chenical industries will have both domestic 

and regional significance.    As shrewd industrialists and 

financiers yeu must eure.1 y be aware of the potentials for 

investment these resources present. 

X.      Incentives and Facilities 

In order to prometo and encourage industrial development in 

Malaysia, various facilities and incentives aro provided to 

investors who wish to establish industrial projects in. the 

country.    I earlier mentioned the stable political and economic 

eli wit e that Malaysia enjoys, our ctaparativoly lew inflation 

rate and the Malaysian government1« pragmatic policies and 

attitude towards investment.    All these aspects are ef course 

very important factors in any investor's consideration er 

choice ef any country as a base for overseas investments..    In 

addition to these, Malaysia offers a range of attractive 

incentives and facilities for investors.    I do not wish to 
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discuss these incentives and fuciliti« as they are elaborated 

la greater detail in th* MIDA literature circulât«* te yeu ana 

la the fila which will be screened later. 

XX.      Infrastructure Facilities 

Th» infrastructure facilities in .Malaysia ara as highly 

developed ana wall planned as these in the developed eauntrias. 

Incidentally, Malaysia has »Ter 11,000 alleo ef aaaa af the 

fiaest read* in Asia ana highly efficient rail ana air traaapert 

ayates«.    Aise, the «elecesBunicatiens syotea haa been designated 

by the Wer^d Bank as being the "A" category, comperatale ta the 

neat derrelepod ceuntries in the wer la.    Interaatieaal air and 

aea parta aaaure efficient banaliag and transfert ef carga, 

whether liquid, bulk er containerised.    Finally Malayaia's power 

and water facilitiea are ef international standard in reliability 

ef supply and efficiency. 

XXI.      Ijfreur Avaj^jytty 

I would new like te highlight ene feature ef the Malayaian 

industrial scene that weuld be ef interest te all e£ yeu during 

this peried ef rising cests.    This ia the question ef labeur. 

There is an abundance ef relatively inexpensive manpower in 

Malaysia, which is dependable, productive and respensi ve te the 

decands ef modern technology. 

The majority ef job aeekers are youths.   Fer instance in 

Peninsular Malaysia alene, ever 70# ef all those registering 

far employment are in the age group 15-25 years. 

The existing wage ef factory eperatera ranges fresi about 

08*1.50 to US$2.30 per day.    The relatively lew cost ef living 

ia Malayaia aakee such wage lévela peaaible.   However, we 

recegniae that low coat ef labour by itaelf has little 

significance unless it is linked te productivity.   Jin this 

respect yeu will find that it is the experience of .the majority 

ef inventors is Malaysia that the productivity of Malaysiaa 

workers are comparable to these in developed countries. 

~j. 
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la triar ¿e establish and main tain a high standard if    . 

•kill to meet the requirements ef industryt the government i* 

giving increasing emphasis to the establishment ef vocational 

aoheels, industrial training institutes and ether similar >#tl 

institutiens» 

XIII.      FafftfrCT Dffj for IftTHrff fffil °ftf-^f t ^ffftfrT .¿.._; 

Since the setting up ef a manufacturing preject inveivo* 

dealings with the aevernmeat, the efficiency ef the^aoTernment 

administrative machinery and its procedures are very important. 

In this connection, I an glad te assure yeu that the Malaysian 

Government is fully censcieus ef its relè and ef the deseuasav 

ef a meiern industrial economy and the Government is rvast matlj 

making offerta te iopreve and stresjsline its administrativ«»-: 

machinery and procedures at all levéis se as te reduce red*.-., 

tape te the minimum. 

Major step3 in this direction hare been takes and implementa* 

recently by the Malaysian Government.    HXDA has new beeaas net 

esly the first step er Pert ef Call fer iaresters but it has 

alse became a one-step agency with the establishment ef it£ 

Central Unit.    This Central Unit is serriced by senier officials 

fres sajar Government Ministries and Oepartaents dealing with 

industrial development.   Potential investors can new cessate 

MIDA and get under ene reef adrice und assistance fres, these 

efficera and thus need net have te ge fres ene Government ' 

Department- te anether far iaferaatiea and assistance.    This has 

preved te be a big help te investers te facilitate and assist 

the« in the establishment ef their industrial projects in 

Malaysia« 

Administrative precedures have alse been streamlined 

recently whereby investors can new apply ta MIDA net enly fer 

appreval to aet up industrial prejects, and where applicable 

te apply fer various incentives, but investers can at the same 

time alse apply te MIDA far appreval te empley foreign pepaeanel 

required fer their new projects or fer expansion ef their 

existing projects. 
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XXV.      Caaaluaian 

I nape that «y aderes« today will giva yeu a better pic tur« 

•f «hat Malaysia la ana «bat «a bava te effer ta fereign 

investa».   Bafara I eenclude ny address I «aula likt ta extaná 

an invitatiea ta you ta riait Malaysia ana aaa far yeuraelve*) 

• |ba «yaartuaitias that Malaysia affars.    If yau «heul* ever hear 

ef any aspect af Malaysian aoTarnsant' s policies erNtheir 

iaplesantatiea that appear negativa I weuld request that yau 

oentact eus MIDA Ovaraaaa Cantre in Lenden ana ab tain a true 

pinture ef existing situ&tisns.    Alternatively, yeu ceulá censult 

inventera «ha bava prejacta in Malaysia and they «ill be able 

ta pot ta yau the cerreot picture af Malaysia«    In vie« ef th« 

fast that «a falle« pragsatic ana fair ainded palici«« «a ara can- 

fiáent that a snjerity, if nat all, ef these investers «ha nava 

essarieneea in Malaysia aill assure yeu that Malaysia has an 

investment olisate aeeaná ta nana aaeng éaveleping cauntrias. 

If yeu aheulá decide te accept eur invitatian da centact 

KX3A and MIEA is ready te assist yeu in all «ays passible t« asks 

yaur visit ta Malaysia a successful and profitable ene. 

Thank yau« 

KS/lcy. 
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TODAY'S MOST ATTRACTIVE INDUSTRIAL INVESTMENT FRONTIER 
THE PHILIPPINES 

Governor Jose V. de Ocampo 
Vice Chairman of the Board 

Development Bank of the ffcllippSMg 
At UNIDO Conference, Helsinki,   Finland 

May 21, 1979 

Fellow workers  for Progress,   friends: 

At   the outset,   allow me to   express  elation at  finding myself  in 
this  beautiful  country  for  the  first  time.     I   find  Finland as 
beautiful as  the  lady who  became the world's   first   Miss  Universe, 
who  is now a  resident  and  a* citizen  of the  Philippines.     When  a 
Filipino married  Finland's  and  the world's  first Miss Universe  in 
the  early fifties,   an  affinity  between  the  two countries was 
established.     Some  ten or more  years  ago,   a  big delegation of 
business and  bankers   from Finland  came  to  the  Philippines   for 
the  ostensible  purpose of  developing  business  relations   between 
our   two  countries,   and  I  was  one  of   those  who  had   discussions 
with   them.     I   thought   then   that   that  group  was  going  to   pursue 
their objective and  the affinity  started   in  the  fifties  was 
beginning  to   bring  results,   but  obviously   the   business   and financial 
interests  responsible   for  organizing  that   delegation  decided   to 
quit  after the  initial  thrust. 

It took heavenly  beauty,   boundless  charm,   and  a very   refreshing 
personality   for your pretty  daughter of Finland to   smite our 
Filipino  gallant.     I  do  not   know what   is  going  to   take   the 
Philippines   to   attract  prospective  investors   from   your  country   to 
come  and  invest   in   the  Philippines .** Many   of  us  in   the   Philicpir.es 
know  Finland;   although  before  the Second  '.-/orid  '.var,   their know- 
ledge  of  the   country  was   limited   to   its   geography.      We   get  to 
know  something  of   the   character  and   courage  of it's   people when 
you   gave  us   the  opportunity   to   cheer  and   pray   for   you  when    ycu 
not   only  stood   yo^r   ground   fighting  a   giant   ; Russia!   but   ever. 
penestrated   into   it's   territory.     This,   of  course,   is  new  part 

^_>«_ 
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of history.     Since  then my country and  I suppose  Finland  too,   is 

friendly  with Russia whom we have  learned  to  hold  in nigh  regard. 

I  am sure   the Philippines  is unknow/v    to üiost  of  you.     Once, 

while travelling through Scandinavia,   my hosts  often asked me 

questions  about Japan,   thoughtless mistaking me   for a Japanese. 

Whenever  I  told them  I  am  from  the Philippines,   they always 

wondered  where in  the wilderness   that  little unknown cour cry 

could be.     So let me  tell  you about my beautiful,   but materially 

poor country before  I  outline to  you  its attractions for  foreign 

investors. 

THE COUNTRY  AND  IT'S   PEOPLE 

The Philippines,  one of the largest archipelagos  in the world 

with approximately  7   100  islands  and  a land  area of 300  000   square 

kilometers,   is surrounded  by the  South China Sea  to the west  and 

north,   the  Pacific Ocean  to the  east  and the Celebes Sea  to   the 

south and  is  located  approximately   1   600 kilometers off  the   south- 

east coast of Mainland  Asia. 

It has  a   population  of mixed blood with significant Chinese  and 

Spanish  influence;     the Malayan   ethnic characteristic,   however, 

predominates.     As of  July   1978,   the   country's  population was 

estimated  at  4ó.a million,   growing at  an average  rate  of  2.3  % 

per annum  from  1970   to   1975.     The  population density is   155 

persons   per  square  kilometer,   with about  65  %  living in   the   rural 

areas.     The population   is  relatively  young,   nearly <*2  "a  being 

under   15  years of age  and  3.5 %  over  65.     The  literacy   rate   is ¿S 

for persons  over   10  years  of age.     A  system  of   free public   edu- 

cation   prevails  bcth   ir.  elementary  and  secondary   levels.     About 

96  "z  of   the  population   is   Christian,   mair.iy   Roman  Catholic,   an: 

u  ".  is  Muslim.     Filipino,   Ccarisr. arc   Er.¿lisn   are   the  official 

larruases. 
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ECONOMIC PERFORMANCE 

During the period 1973-1978 the real Gross national Product (GNF! 

of the Philippines increased at an average annual rate of 6.3 », 

and real Gross Domestic Product (GDP) grew at an average annual 

rate of 6.7 %.  During this period, the population of the 

Philippines increased at a compound annual rate of about 3 <.   Thus, 

the average annual increases of real GNP have exceeded annual 

average population increases and have contributed to corresponding 

improvements in average real per capital income. 

INVESTMENT CLIMATE 

Economic and social reforms initiated in 1972 have enhanced the 

Philippine investment climate.  While questions have been raised 

on the political order in the country (we have what we call a 

crisis government. The Americans prefer to say, we are under 

martial law with its attendant suppression of civil liberties; 

which made possible these reforms, there has been a continuing 

surge of investments resulting in the setting up of new industries 

and the expansion of existing ones.  Domestic ana foreign investors 

who have actually done business in the country find the present 

climate much more receptive to suggested improvements and more 

conducive to a healthy exchange cf views between the private 

sector and the government. 

The performance of the Philippine economy in the last five years 

is evidence of the growing confidence in the national leadership. 

AREAS OF I.IVESTME::T OPPORTUNITIES 

Investments   priorities   are  determined  by  the  3oara   of  Investment 

and   the   national   Economic  Development   Authority.     Together   thev 

formulate   yearly  an   Investment     Priorities   Plan     I?P!.     The 

Eleventh   Investment  Priorities   Plan   [!??), the  latest   issuec,   cover: 
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a total of 94  projects of which only  three   (3)   are new inclusions. 

These three are  for the production of continuous copper rod, 

hydrogen peroxide and white cement.     The  rest are carry-over 

projects  from  the   10th IPP.     About  31   projects  included  in  the 

10th  IPP have  been deleted  from  the   11th   IPP.' 

The   11th IPP retains  the ten   (10)  major programs  contained  in 

the   10th IPP with  the exception of sugar processing.     In addition, 

two residual groups of projects are included,  viz:   (a)   projects 

providing linkages to the major programs  and  (b)   other essential 

projects not directly supportive of the major programs. 

The ten   (10)  major programs are: 

a. Wood Processing Program 

b. Further Processing of Coconut 

c. Mineral Processing 

d. Copper and  Steel Mills 

e. Progressive Motorcycle Manufacturing Program  (PMMP) 

f. Progressive   Car and Truck Manufacturing Program (PCMP) and (PTMP) 

g. Shipbuilding 

h.   Electronic  Local Content  Program 

i.   Engineering  Industries 

j.   Nitrogenous  and Phosphatic  Fertilizers 

The  Fourth  Public  Utilities  Priorities  Plan  covers  two  activities 

namely:   (1)   inter-island shipping and directly related  facilities 

essential  to  the  efficient operation  of ships,  and   (2)   electric 

utilities. 

CAPITAL  REQUIREMENT  AMD  S0URCIMG 

Prosecution  of  the abovenamed  programs  and projects will  require 

investments   totaling  a  little  more  than  2   20.0CC  million   ; 'JS   S 

2."  3'.     Atcut   fifty-sever.   '5"T'   per   cent   of  5   11,599.1 H million 

of  this   is   targeteá   oo  ccme   from  foreign   sources  of which  2   IC.'SÇ. 

million  will   te   in  the   form  of  loans   ana   2   1,739.2"  million   will 

be  in   the   form   of  equity.     The   remaining   forty-or.ree   !^2<   per  oer.' 
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or E  8,867.80  million will  come   from  the  local sources.     Of  the 

latter figure,   E  3,291.50 million  will  be  in  the  form of  loans 

and  B 5,576.30  million will  be  in   the   form of equity. 

EXISTING  FOREIGN INVESTMENTS  IN  THE   PHILIPPINES 

There is at present a respectable,   if not  yet very  sizable  value 

of  foreign  investments in  the Board  of Investments  of the 

Philippines   (BOD.     The total  of  these  comes  to about B  4,323 

billion   (US  $   645 million).     Breakdown of  these foreign  invest- 

ment  in  BOI-registered projects  as  of March   1979  is  presented 

below. 

Nationality 

Americans 
Japanese 
British 
Australian 
Swiss 
Korean 
Taiwanese 
Canadian 
German 
Hongkong 
Swedish 
Danish 
Others 

Total 

Total   (In B'000! 

1,684.628     B 34.93  % 
1,165.697 24.17 

409.827 3.50 
199.913 4. 14 
231 .309 4.30 
140.642 2.92 
187. 170 3.38 
90.556 1.38 
69.660 1 .44 
64.989 1.35 
33.370 0.70 
26.267 0.54 

518.503 10.57 

4,823.^21 100 

The  IPP  projects  are meant  to  complement   '^he  various   impact 

manufacturing     projects  identified  in  the  rive-Year  Plan. 

Specifically,   IPP  projects are  aimed  at  implementing  specific 

industrial  development  strategies  as   follows: 

increased  processing of  domestic  products  particular!; 
those   for  export; 

second-stage   import   substitution  or  the domestic 
production  of presently   imported  intermediate  goods; 

regional  dispersal  of  industries; 

strengthening of  industrial   linkages  and  development 
of  small  and  medium  scale   industries. 
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Most of the impact  projects identified  in  the Five-Year Plan are 

included in the  IPP,   viz:  woven textiles,   spurn yarn,  abaca pulp, 

woven fabrics,   malleable iron  fittings,   long  fiber unbleached 

craft pulp.    Further,   the industries covered  by  the ASEAN 

Complementation Scheme such as integrated  steel mill,  copper 

smelting and refinery plant,  petrochemical  project and phosphatic 
fertilizer form part of the IPP. 

In the Ninth Export  Priorities Plan,  majority of project compri- 

sing about thirty-eight  (38)  per cent of total EPP are in the 

metal-based sector.       The rest of the projects are distributed 

as follows:  27.53 per cent in the chemical-based sector,   26.09 

per cent in the agro-based sector and 8.17  per cent in the 
mining and mineral  processing sector. 

INDUSTRIALIZATION  POLICIES 

The industrial  program of the Philippines is  guided by several 

socio-economic objectives - the creation of employment opportuni- 

ties,  dispersal of industries throughout  country,  more particu- 

larly to  the countrysides,  promotion of small industries, 

accelerating exports  of manufactured goods and further pro- 

cessing of raw materials  before export.     In  pursuit of these 
objectives: 

1.     It is  the policy-makers desire to maximize employment 

opportunities  -   In a labor-surplus  economy such as  that of 

the Philippines,   industry must,  as a  primary objective,  pro- 

vide employment  to  its  increasing population.     By the year 

1000,   our population may reach 94 million  as against  our 

present  population  of 43 million;  and  our  labor  force will 

increase  from   14  million  to  30 million.     While agriculture 

now employs  more   than  half our work   force,   the  land area 

that may be  still   opened  for  cultivation   is  limited.     The 

economy,   therefore,   shall more and more  rely on  construction 

and industry   in   the  future to provide  employment.    Our in- 

centives  scheme   for industry,   thus,   seeks   to  promote   labor 

intensive projects.     In addition,   programs  have  been  adopted 

to bring about  in   a planned mannar,   progressive  increases  in 

domestic  or   local   content of  certain   products.     Assemblers   of 
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these products  are  required  to  employ  increasing proportions 
of domestically manufactured components  each year. 

2. Industry  must  be  dispersed    -    A  policy of regional   dispersal 
of industries   seeks    to generate  industrial  employment oppor- 
tunities   for  the  rural population  and  semi-urban areas all 
over the  country.     The growth of manufacturing has  so  far 
been concentrated mainly  in the Greater Manila area.     This  not 
only reduces  opportunities  for industrial  employment  in other 
areas of  the  country but  has resulted   in congestion,   pollution 
and social  problems  for the Manila  area.     At present  new 
industries  are  not  allowed  to  be  established within  a  50- 
kilometer  radius  from Manila and  certain other major  urban 
centers,   except with prior authority  given  for sufficient 
reason. 

3. Small  and medium-scale industries  must  be promoted  and 
developed     -     The  government  is  giving  renewed emphasis  to 
the promoting  of small  industry  in   the metropolitan  Manila 
area   (for  non-pollutants),   as well   as   in  the various  regions 
of the  country.     In  the urban areas,   small  and middle-sized 
firms  are  being assisted  to  supply   the  inputs of larger 
companies.     Whenever possible,   we  encourage  large  industries 
to  follow  subcontracting  schemes.     In   the  countryside,   small 
industries  are  encouraged   for  the  manufacture of simple 
consumer  goods,   farm implements,   and   exportable handicrafts. 
Government  promotion of small  industries  is  carried  out mainly 
through   technical  assistance programs  and  liberalized  credit 
schemes. 

4. Intensify   the  export of manufactures     -    The Philippines  is 
still  largely  dependent  for  its  export   revenues en   such  tra- 
ditional   commodities  as  sugar,   copra,   logs,   metallic   ores   and 
concentrates,   seme  of which  are   re-processed  and  re-execrted 
to  the   Philippines  as well   by  other   countries.     Up   to   the 
1960's,   domestic  manufacturers  were   not   conscious of   and 
responsive  to   expert  possibilities.      In  recent years,   however, 
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spurred by a surplus  of manufacturing capacity  for certain 

products,   the growth of non-traditional manufactured exports, 

particularly of labor-intensive manufactures  has been very 

encouraging.     Our target is to sustain a growth  rate in  this 

category of exports  at   15  to 20 % per annum. 

5.   Encourage  the export  only of processed or semi-processed 

products    -    Further  processing of raw materials prior to 

exports is being encouraged.    Log exports are  presently re- 

stricted,   on the way  to being totally banned,   to encourage 

export of lumber,  plywood,   veneer,   furniture,   building wood- 

work and other articles of wood.    A  copper smelter is being' 

organized  to process  a portion of our copper concentrates, 

which are now sold primarily to Japan and a  few countries in 

Europe.    This will enable the export of copper metal  to a 

more diversified market.    Sufficient  coconut  oil mills are now 

being established so   that  in about  three years,   little copra 

if any will  be exported from the Philippines. 

To  broaden the productive  base of our economy,   we  need  to  continue 

imports of equipment,   machinery and some  industrial materials. 

To meet  these  requirements,   we must  increase  export  earnings. 

One of the main thrusts,   therefore,  of our incentive schemes and 

foreign investment  policies  is  to encourage establishment of 

export-oriented industries.     Incidentally,   the  Philippines  has  a 

Export  Processing  Zone   (free  trade)   just outside  Manila and  is 
planning to set up  two  others. 

TARGET  FOR THE  INDUSTRY   SECTOR 

Industrial growth  will   be  the main concern of  the  Philippines' 

Mational Plan.     This sector is  targeted   to grow at  an  annual  rate 

of   10.0  per cent  between   1973-32,   expected to  increase  to   1l.¿» 

per   cent  from  thereon,   up   to   1987.     It   is  planned   to  account   for 

29.2   per cent  of  the  \TDP   in   1975  to  further  increase  to 36.9  per 

cent   by   193".     From  a  share  of 29-2  per   cent  of   the  "DP   in   :?"3, 

the  industry  sector's  share  is  expected  to  jump   tc   3'.5  per  cent 

bv   1932. 
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Industrial subsectors (mining, manufacturing and construction) 

will exhibit significant increases according to the plan.  This 

will be brought about by the increase in investments in infra- 

structures . 

For the first five years, the Plan forecasts a growth of 9.2 per 

cent yearly of the manufacturing sector's share to NDP.  The 

mining sector will expand its share from 8.5 per cent in 1979 and 

1989, to increase to 9.5 per cent in 1982. 

The increased private and government expenditure on infra- 

structure will be reflected in the increased share of the con- 

struction subsector to the NDP.  Its target growth is in the 

vicinity of 12 per cent in 1979 and 1980, to 12.5 per cent in 

1981 and 1982. 

The utilities sector, comprising electric power, water and gas, 

generators and/or production, will post a growth rate of 10.5 

per cent in 1979 and 1980 and 11.00 per cent in 1982 in it's 

share to total NDP. 

In absolute figures, production of the Industry Sector is pro- 

jected to increase from B 19,949 million (at constant 1972 

prices) to S 50,201 million, with manufacturing accounting for 

63 % of total production by 1987. 

REGULATIONS AND POLICIES AFFECTING FOREIGN INVESTMENTS IM THE 
PHILIPPINES  

Government Policies  - Foreign investment in the Philippines is 

extended three degrees of treatments, following: 

1 . Permissible so long as it is made in areas of economic acti- 

vity not yet adequately exploited by Filipinos and which will 

contribute to the sound economic development of the country. 

Generally, foreign investment will be allowed without prior 

approval by the proper government agencies in any local firm 

if foreign ownership of the firm will not exceed 30 ":. 
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2. Welcomed and given incentives if made in a preferred area of 

economic activity and in joint venture, with Filipinos in a 

majority position; and 

3. Encouraged up to full foreign ownership of the enterprise if 

made in a pioneer area of economic activity or in export 

oriented enterprises or in enterprises established inside the 

Export Processing Zone and in the PHIVIDEC (Philippine Veterans 

Investments Development Corporation) industrial estates. 

PHILIPPINE LAWS AND REGULATIONS 

A number of laws affect foreign investments in the Philippines. 

Some of these are the following: 

1. The Constitution of the Philippines limits the ownership of 

land, exploitation of national resources, and operation of 

public utilities to Filipino citizens or corporation at least 

60 % Filipino-owned. (Present executive policy limits foreign 

equity participation here to 30 %). 

2. Republic Act 5186 or the Investment Incentive Act offers a 

comprehensive scheme of tax and non-tax incentives to registe- 

red enterprises in priority areas of economic activity.  Under 

this law, foreign investments are allowed up to 40 % of the 

outstanding voting capital of a registered enterprise in any 

area declared as preferred non-pioneer in the Investment 

Priorities Plan (IPP), a plan being prepared yearly by the 

Board of Investments and submitted to the President through 

the National Economic and Development Authority (NEDA). 

Enterprises in preferred pioneer areas listed under the IPP 

may be owned 100 % by foreign nationals provided they also 

accept Filipino investment within 30 years to attain the 

status of a Philippine national (60 *. Filipino-owned). 

3. Republic Act 6*35 or the Export Incentives Act follows the 

sane nationality requirements as the Investment Incentives Act. 
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Republic Act 5455 or the Foreign Business Regulation Law 

covers the entry of foreign investments in areas of business 

activity which do not fall within the scope of the Investment 

Incentives Act and the Export Incentives Act.  The Law re- 

gulates the entry of foreign investments when foreign equity 

participation exceeds 30 % of the capital stock. 

REGULATORY LAWS 

Before an alien individual, foreign enterprise, or domestic entity 

with more than 30 % foreign equity can do business in the 

Philippines, prior authority shall be secured from the 3oard of 

Investments pursuant to the provisions of R.A. 5455.  Likewise, 

any domestic enterprise which which will accept foreign investment 

equivalent to more than 30 % of its outstanding capital has to 

secure prior authority from the Board of Investments before it 

can accept said foreign investment.  In granting approval to 

applications to do business or accept foreign investments filed 

by foreign firms under R.A. 5^55, the 3oard of Investments sees to 

it that (1) the activities applied for are not inconsistent with 

the    Investment Priorities Plan;  (2) they will contribute to 

the sound and balanced development of the country on a self- 

sustaining basis;  (3) the business does not conflict with the 

Philippine Constitution and various laws of the country;  U) the 

business activity is not one which is already adequately exploited 

by Filipinos; and (5) the business does not promote monopolies or 
combinations in restraint of trade. 

After securing the necessary authority from the BOI to do business 

in the Philippines, the foreign investor, if a partnership or a 

corporation, has to register with the Securities 4 Exchange 

Commission and thereafter secure the municipal license from the 

city or municipality where it will conduct its business. 

A foreign national may be allowed to establish a representative 

office, branch office or a fully owned subsidiary in the 

Philippines provided applicant meets the 5 criteria enumerated 

above.  Mo further approvals shall be made upon applications filed 
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by foreign nationals to establish a liason office in the 

Philippines.  A representative office may be established by a 

foreign manufacturing firm but not by a foreign trading firm 

except if the representative office is to engage in the business 

of exporting Philippine products.  A foreign national desirous 

to engage in the manufacturing of products considered by BOI as 

desirable may be allowed to put up a branch office or a domestic 
subsidiary. 

Generally, the Board will not allow entry of foriegn nationals in 

the field of wholesaling, importation and distribution, indenting, 

commercial broking, insurance underwriting, travel and tour, air 

freight forwarding and in the manufacture of certain products 

listed among the overcrowded industries because these are some of 

the areas considered by the Board as adequately exploited by 

Philippine Nationals. Entry of foreigners in the construction 

field may not also be allowed except in government projects which 

are financed by foreign loans under the terms of which restrictions 

and preferences of competitive bidding are waived. 

Foreign companies may, however, enter into secive agreements for 

the exploration, development and exploitation of:  (a) energy 

resources with the Energy Development Board, or (b) other mineral 

resources with the Government or local claim holders with the 

approval of the Secretary of Natural Resources. 

All foreign investments in whatever percentage have to be 

registered with the Central Bank of the Philippines primarily for 

foreign exchange monitoring purposes and for facility of 

repatriation of capital and remittance of profits. 

INCENTIVES TO FOREIGN INVESTORS 

Although it may appear that the Philippine Government has adopted 

a "screened door" policy approach to foreign investments, there 

are areas where foreign investments are not only welcome but 

given incentives.  There are the preferred areas of investment 
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identified by the Board of Investments in yearly investment 

priorities plans prepared by it.  These plans specify the aggre- 

gate additional productive capacity desired to be established to 

meet both the domestic and export needs.  These activities may 

be pioneer or non-pioneer in nature. The pioneer activities are 

those projects which will make products not yet manufactured in 

the country on a commercial scale or which use a technology or 

process new to the country.  All other activities listed in the 

plans are classified as non-pioneer. 

CONCLUSION 

Positive results from government programs to encourage inflows 

of foreign equity investments in the country were evident from 

the increase in Central Bank-approved foreign investments as of 

the end of 1976 to $ 633 million as against 8 493 million in 1975 

and $ 335 million in 1974.  Of the approved equity investments 

•as of 1976, $ 513 million has been inwardly remitted. 

Total inward remittances in 1976 equaled the 3 122 million level 

recorded in 1975.  The United States accounted for 44 and 47 per 

cent of total inward remittances in 1974 and 1976, respectively, 

while Japan trailed behind with a share of 21 and 26 per cent 

during the same years.  The year 1975 manifested a reversal from 

the usual trend.  For that year Japan was the largest single source 

of inward remittances with a 43 per cent share and the United 

States second with a 34 per cent share. 

The bulk of foreign investment inflows in 1976 were channeled to 

the manufacturing sector, which absorbed 61 per cent of the total, 

although its share was lower than the previous year's 68 oev  cent. 

Still, it was an encouraging improvement from its 23 per cent 

share in 1974.  The mining, services and commerce sectors absorbed 

a combined share of 26 per cent in 1976 as against only 16 per ;er.~ 

in 1975 and 25 per cent in 1976.  This was brought about largely 

by the considerable increase in investments remitted to the mining 

sector from 14 and 7 per cent in 1974 and 1975, respectively, 

to 22 cere entin 1^76. 
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Foreign equity investment will continue to be encouraged, parti- 

cularly in capital-intensive and high technology areas. Policies 

will be directed towards attracting foreign investors into estab- 

lishing joint venture programs with Filipino investors in order to 

initiate new projects as well as expand existing economic acti- 

vities at mutually advantageous terms. 

I have just come from the Pacific Basin Conference in Los Angeles, 

U.S.A. There it was recognized by all the developing countries' 

representatives that of now the most exciting'area for their 

investments is the Asean region which has achieved in the last 

three years a cohesion in development approach not even dreamed of 

when the association was conceived more than a decade ago.  In this 

region the Philippines lies like a string of pearls, attractive to 

foreign investors not only because of the friendly and good- 

natured character of its people - a people grateful to colonist 

Spain for enriching its culture and bringing it its present pre- 

dominant religion,    to colonist the United States of America 

for an educational system which has brought it to its present 

literacy level and to colonist Japan which has now become our 

biggest trading partner, despite the oppression and exploitation 

our people suffered in the hands of these great countries, but more, 

especially from the foreign investors" point of view, because of 

the easy availability of technological skills in the country, the 

stability of its government and the fact that on the basis of past 

record there has never in the Philippines been an instance where the 

foreign investor has been unduly and without due process deprived 

and parted with, by seizure and otherwise, of his interests and 

his investments. 
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THE   INVESTMENT   CLIMATE   IN   SRI   LAN** 

Sri   Lanka   —   General   Background 

Sri   Lanka  has   an   area   of   25,000   sq.miles   and   a 

population  of  nearly   lk   million-      It   is   situated  on   the 

trade  routes   between  East  and   West   Asia,   a   position,   on   /        '.-.'. 

the   trade   system  it  has  occupied  for well   over   2000   years. 

^ Sri   Lanka  is   heir  to  a  classical   plantation  economy 

having  specialised  on two major  export jgroduct s T   to a.'and 

rubber   and   to  a   lassar ejcte-n-t,    coconut. 

\^_ -   - v   --••.. 

The- per   capita   income   in  Sri   Lanka, is Hs-2,547 

equivalent   to   S   l6k.     However,   inspite  of   this   low  incorna 

it  has  a  high, rating   (82  percentage)   on  the Physical 

Quality   of  Life  Index  CPQLI)   which   measures   such  factors 

as   literacy   and health   standards-      Thusj   although   at   a 

low  level   of   income,    the  Sri   Lankan population   is   relatively 

well   fed,    adequately   clothed   and   educated   and   articulate 

with   a  buiZtt-in   inclination   for   acquiring  new  skills.      An 

adequate   education   has   implanted   a   potential   for learning, 

schools   impart   a modern  knowledge   package   to   a   large   section 

cf-the   population   and   therefore   apart   from  meeting   the 

requirements   of—i:hrer local  labour market   Sri   Lankan   skills 

have   been   increasingly  in   demand   in   the Middle   East   countries 

during  the   last   three  ye-ars   or   so.      However,   Sri  Lanka  has 

a   high   decree   of   structural   unemployment   amounting   to 

:  v- nearly   20?á   of   the   population, 'a   situation   which   has   begun 

to   ease   somewhat   over   the  last   year   or   so   largely   due   to 

growth   in   the   agricultural   sector. 

The   high   Sri   La.nknn   PQLI   index   has   been   achieved   by 

a   syst en   of   social    supports   in   the   form   of   direct   and 

indirect    subsidie;.       Sorr.e   of    these    kirnet    s til»« i d i es    in    the 

io:"::!   of    torisüiii'.-r    :~i:t> s i. di ;. >   h^vcí    ':<•  er.   vi tilt: • .i-,.-.i   over     Lhc 

lust    INO   vijnrs   l;:V'.;elv   u.-ider    thr    ^^M'eiiio:'   uj 



K- 

- 44 - 

lending   authoritios.      Indirect   social   supports   in   tho 
form  of   free   education,   froe   health   and  other   amonitioi 
still   continue   unabated.       (There   have   been   also   subsidies 
for   production   purposes,    say  for   instance,    in   the  .agricul- 

tural   sector   for   guaranteed  purchase   of  various   farm 
products   and  fertiliser,   which  have   existed  for  more   than, 
a  quarter  of   a   century and   these   have   recently  been   enhanced) 

Sri Lanka has a physical  infrastructure  which  in 
comparison   to   other Third   World   couatri *  advanced-. 

These  include  luotorable  roads   Linking   virtually  every 
village  and, a  good  railway  system   together with  adequata 
power   and  télécommunication networks   covering  virtually   the 
whole   island.     In   addition,   Sri   Lanka   has   a  good   internati- 

onal  airport  -  used by   IO   airlines   -   three  good  harbours 

(Colombo,   Trincomale«  and   Galle)    and   satellite   and  other* 

telecommunication  links  with  the   outside  world. 

The  Sri  Lankan  climate  is   salubrious  with  average 

temperatures   throughout   the  year   approximating   in   the 
upper   20°C.     The   climate   in  Sri   Lanka   is  governed  by  two 

major  monsoons resulting   in adequate  rain.     Sri   Lanka, 

specially   Colombot   is   served- by   an   adequate health   and 
hospital   service,    the  major hospitals   being comparable   in 

quality   to   those,  irr Western  countries.      Communication by 

foreigners   with   Sri  Lankans   is   relatively  easy  as  English 
is   a   compulsory   language   in  schools   and  is  widely   understood 

in   the   country.      Sri Lanka,   being   a  fast   developing  tourist 

centre,   has   adequate  hotel   facilities   and   further,    the 
government   has   had   a   system,    since   the   early  70sfor 

encouraging   foreign   residents   by   special   incentives. 

Sri   Lanka   hr.s   democratic   system   of   government   with 

charge   of   govcrnin.mt   by   tho   ballot   ev-ry   five   years   or    so 

cux'iii:-   the   lasL    2~>   years. • 



L 

- 45 - 

Upto   the   year   1977  Sri   Lanka   economy   Sn:w   a t   an 

average   rate   of   3.5^   for   the   previous   5   years,   until   a 

k.k%   growth   rate   was   recorded   in    1977.      From   the   year   1977 

the   economy   has   taken   a   turn,   unprecedented   in   the'recent 

economic   history   of   this   country,    through   which   process 

the   growth, rate has   taken  a  leap   to   8.2  percent   for   the 

year   1978.     Prior   to   this  growth   rate   a  good  period  of  the 

1970s   showed  a   certain  increase*   in   the  level   of   unemployment 

coupled  with  a  sluggish  growth  in   productivity.      In  the 

year   1977   the   new  government  reacted,  co   *fcis   situation, 

by  adopting £undamentaliy far-reaching  economic  reforms 

which  almost  reversed   ths policies   adopted   since   1956   or 

perhaps   since  Sri   Lanka became  an   independent   country   in 

1948.     In   the  budget   speech  for   tlie   y_sár   197§  the  Minister 

of Finance   & Planning  of  the  government  of  Sri  Lanka  has 

I  stated  that      *   the   primary  attenti-m   of   the   new   government 

was   focus-sed  on  resuscitating- and   reviving   the  run-down 

economy   and   on   laying   a  firm  foundation   for   sustained   and 

rapid   growth   and. development on   the   long   term.      With   this 

objective   the government  formulated   and implemented   a   new- 

economic  programme,   which   constituted   a   revolutionary   change 

from   the  policies  pursued in   the   past   r. 

-J"0«   government  has  also   been  making  a   concerted 

«ffort   to   mobilise   resources. both   foreign   and   domestic   to 

finance   its   development   programmes-       On   the   foreign 

resources   side,    a   sum  of  more   than   12   billion  rupees   (US   $ 

7Ó9   million)    has   been   mobilised   since   July,    1977   without 

taking   into   account   aid   for   the   accelerated   Mahaweli   Programme 

(the   biggest   power,    irriga-ion   and   settlement   programme 

ever   undertaken   in   the   modem   history   of   this   country)   and 

the   Extended   Fund   Facility   (EFF)    ^r.-i   Supplementary   Financing 

Facility   (?FF)    which   are   being   m\^oliatod.      These   resources 

have   been   obtained    on    the   softes;    possible    terms.       Additio- 

nally,    the    government   has   successfully   negotiated 

of   j),-: y rient s    support     in    the    forn   ... f    .-,    stand1 v    ere-! 
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amounting to SDR US S 93 million, and a further US S 

38O million from AID Group Meeting of which about US S 

129 million constitute outright grants.  These loans do 

not cover the foreign assistance being given and promised 

to be given for the Mahaweli Development Programme which 

is one of the biggest irrigation and power development 

programmes- the country has ever undertaken.  In this push 

to achieve an. economic, growth urgently needed to meet the 

development requirements- of the country*^the government 

has taken nrany bold nsa-asures which are typically charac- 

teristic of a free economic-framework. 

GCEC 

The Government has created an investment climate 

in the country which has never existed before.  This 

investment climate so created by the government offers the 

entire package for exclusive foreign investment on the one 

hand and quite generous incentives to local investors on 
xthe other-  For this purpose, the Government of Sri Lanka 

plans to set up areas of investment, demarcated for foreign 

investment,, which are called. Investment Promotion Zones 

(IPZ3).  For "the administration of these ventures the 

government has created by parliamentary statute a special 

organisation called the Greater Colombo Economic Commission 

CGCEC) which is the sole authority for the complote 

administration of activities coming within the Investment 

Promotion Zone.  The GCEC will ensure that investors' 

needs are met both at the initial stage of setting up the 

enterprise and after it is established.  The GCEC is a 

5 member autonomous statutory body whose members are 

appointed by the Präsident of the Republic of Sri Lanka, 

and is headed by a Dirccior-Cìcncrnl. 

01) •; ce ti vos of GCIìC 

The commission's tot-ks ¿tre to promote f ort: 1 ¿:n 

investment , increase export oarn'i u^ .-; ;>:u! create employmc:i I 

.   • T 1  . . ; > i  ,,,,,-..,,.»- . .r.-    >. v 7>o r ' - C' r i • ' n i  t • < 1 i ruh: s í. '.'  : . < 1 
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development   through   foreign   as   veil   exs   local   capital, 

laying   emphasis   on   development   of   technical   and  management 
skills   in   production   and  marketir.3.      The   GCEC  has   full 

jurisdiction   over   enterprises   within   the   area  of ; authority 
which   is   about   200   sq.miles   (5l8   sq.km)    and   enterprises 

located   elsewhere   in   the  country,   but   licensed  under  the 

commission.      It   is  vested with  all   powers   to  approve  and 
facilitate  foreign   investment within   this  area  of  authority 

and  investor-»  are  not   required to   deal   with  any  other 

official body-.. Çfc 

Authority of  GCEC   and  Functions 

GCEC will   enter-   into  agreements  with   enterprises 

within  its  jurisdiction and grant   exemption  from  or modify 

the   application  of   certain  scheduled   laws  of   the   country. 

These   include   taxation,   customs,    exchange   control   and 

company   laws.      The   GCEC will   assist   the   investor   in 
recruitment   and   training of   employees,   advises  him on the 

best   possible- location-  for his   enterprise   and  provide 
details  of   available   facilities   and   rules  under   which  he 

has   to  operate-      The   GCEC will   also   assist   the   investor 
in   feasibility  studies   and  project   evaluation,   joint 

venture   negotiations   and  business   registration.      GCEC will 

direct   sen'ice   organisations   in   the   country   to   construct 

service  facilities  within  the  area   according-  to   investors1 

specifications- 

First   IPZ 
/-- 

The   first   investment   pronotion   zone   for  which   the 

GCEC   invites   investment,   is   at   Katunayake,    next   to  Katu- 
nayake   International    Airport    (KIA),    only   la   miles   (.29   kin) 

from   Culona.      This    IPZ   cavers   about    Î3C0   acres   (203 
hectares).      GCEC   will    provide   idownto   modern   infra-struc- 

t,;] ,    facilities    in    this   area    incV.:rfi:ig   the    following   - 
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Air Cargo Torminal 

Containor marshalling yard for sea coing 
containers 

Sophisticated telecommunication system 

Special secret banking services 
E3cc«ll«nt rail and road communication 

Cortified fire fighting facilities 

Internal public transport •• 

solid, waste- disposal facilities ä 

Sit» security arrangements 

Vehicle parks 

The incentive package, offered to foreign investors 

'within the IPZ of Sri Lanca. az»"e as follows - 

i. Tax Exemptio n. 

1.   A  tax holiday averaging  5 years   for  invest- 
ments  and.  foreign  personnel   attached   to 
GCEC licenced  projeets» 

-,."..Z» Non-resident  share dividends   free   of   control 
and  addition-al .taxation  during   and   after 

*•*"      tax: holiday  period. 

3» No   tax. on  transfer of   capital,,   returns  and 
proceeds  of  liquidation. 

4.   After  the   5   year iax holiday,    a   2%   tax on 

sales   outside  Sri  Lanka;   5*»  on   sales  in 

Sri   Lanka;    and   10?S  on  Royalty   and   technical 
service   payment. 

i i .   Ownership 

1.    100?S   foreign   ownership   is   pormi tted. 

iii.   flank àne 

1.   Permission   will   be   srr.ntej   to   operate 
scerei   nuribercci   bei TI!-: i ï: r¿   íccoiinls    in   non- 
io en 1    ciirrcncv. 



t 

- 49 - 

2.   Local   general   banking   and  off-shore   faci- 

lities   are   authorised   for   foreign   banks 
on  a   case-by-case  basis. 

3»   5% tax  on   off-shore  profits  and   259Í  on 
general  banking profit  after  5   years   tax 
holiday» 

iv-  Free  Importa -^. -    -~ 
m 

1- No import   duty on   equipment,   construction 
materials   and production  inputs   (except on 
general-transport  vehicles)» 

v.   Double Taxation  Relief 

1. Sri Lanka   has   signed  double   taxation  relief 

payments   with  8   countries namely,    India, 
SwedenT   Denmark.,   Norway,   Federal   Republic 

of Germany,   Japan*   Pakistan   and  Malaysia. 

2. Draft  relief  agreements  with   the   governments 
of United   States,   United  Kingdom,   Canada, 

Singapore,    Bangladesh,   Poland,   Czechoslovakia 
and France   have been  initiated   and   negotia- 
tions  have   been   completed. 

vi.   Faotorrr Building   Sitas 

1.   Sites   at   IPZ   will  be   allotted   to   investors 

on  a   99   year   lease   basis   on  an   initial 

premium   plus   an   annual   nominal   rent. 

vii.    Inv G s ttnen t   G u r¡ rant o e 

1.   Investment    Guarantee   agreements   have   been 
signed   •>..L Lh    the    Ur.ii.ed   5T.;ites   of   America 
and   the   F t. dural   Republic   c: f   Gorr,any.       Agree- 
ments   arc    n 1 5o    bcini;   nojo' : .: t ocJ    wi th    the 

United   Ki iurtiom   ¿>nd    SOVIT,:!   oilier    coinitrien. 
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viii.   Settlement   of   Disputes 

1«   Sri   Lanka  is   a   signatory   to   the   1965   conven- 

tion  of   settlement   of   disputes   between 

states   and  nationals   of  states.      Any  dispute 
between  the   GCEC  and  an  investor  will  be 

referred  for  arbitration  to   the   international 
centre   Tor settlement  of  investment   disputes 
established under" the  convention» 

Investment   Incentives 

Investment   incentives  will  be  on   a   graded  scale 

with  tax holiday  ranging from   3—10  years   averaging   to   5 
years   depending  on   the   siting of  the  factory   on  the   IPZt 

creation  of   employment,   export-orientation,    capital   invest- 
ment  and   development   of  -technology.      Development  of 

technology  combines   such  factors   as   labour   intensive 

production  and  introduction  of new. technology  etc. 

Though:  all   the   companies   in   the   IPZ   and  within 

the  GCEC area  of  authori-ty  except  banks  must  be  incorporated 

in  Sri  Lanka,   transfer  of   shares  of   such   companies  may 

-, be  done within  or  outside   Sri   Lanka   to   residents   or non- 

residents.     The   country  in which  payment   for-  such   shares- 
will  be   made  may be   decid*d-betwaen   the  buyers  and   sellers 

of   the   shares   and   such   -transfers   wiUL  not   be   subject   to 

any  tax  or  levies   in   Sri   Lanka. 

Ernlovment' 

The   GCEC   also   offers   guidance   in   employment   and 
lays   down   employment   standards   which   altogether   will   offer 

chcr.r»   yet   efficient   source   of   labou-   for   for.--i 311   incstors 

in   .Sri   Lanka   which   '„i.cld   be   one   of    '.ho   distinctive   advan- 

t a.,.:.-,   to    the    investor.::-      Those   ratos   or>¿   rol atoó    to   cosi: 

of   .'i\':in£   s t.:ii.lards   of    tho   country.      Th. e   C.C V.C   vili   ensure 

e;';"; ciaiit   .••.i'.;!    effective   labour   a d¡n 1 11 i -. : n-. 1. i ;>n    through   its 

"I.V'ur    administration    division   win..:»    is    oxp«' e t ed    to 
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administer   the   labour   lavs   in   the   area   of   authority 

entrusted   to   tho   commission.      This   division   -will   render 

free   advice   to   investors   on   all   aspects   of   employment 
and   industrial   relation  matters. 

Labour,   both   skilled   and   semi-skilled,   is   available 
from  within  the- área  and  in  addition  labour   could be 

drawn   from  the  rest  oX   the.  country.     The   relative   cost  of 

labour  could be gauged from  the  fact  that   the  semi-skilled 
worker  Ì3   employable at-ibout   US   S   i *5fer   day   with  .îkiiLsd 

workers   at  US  S   2  per  day.      Terms  and   conditions  of 
employment   and  payment  of  -wages   and  salaries   however 

will  be   subject   to   negotiations  between   the   investors   and 
the   Commission.     Proposals   have   also  been   made   to   suspend 

labour laws  prevailing  in   the rest  of   the   country within 
the   export  promotion  zone. 

Agreement  with   the   Commission 

Each  investor- is- expected   to   enter- into   an   agreement 
wit!»   the   Commission,   tb,e  range   of  investment   and  guaran- 
tee*  being  subject   to negotiation.     Any  disputes  relating 

to   interpretation   of"   the provisions   of   any   agreement  will 

be   referred   for   settlement   to   the   International   Centre 

for   Settlement  of   Industrial   Disputes   in   Washington. 

To   provide   a   high   decree   of   security   for   investors 
certain   lavs  have   been   suspended  within   the   area  of 
jurisdiction   of   the   GCEC.      These   include   the   Business 

Undertakings   (Acquisition)    Act,    which   provides   for   the 
compulsory   acquisition   of   nny   business.    Companies 

(Special   ProvisioTiô)    Law   which   limited   companies   from 

ovninc;   property   and   acquisition   of   other   companies.      In 

addi ti o;:    to    these    l^vs,    LT. t. er pr ; .-.; -    :ou.'.i!    alno   bo   exempted 

from    the    roquircu.'nit   cf    certain   iv.h-.-r   lavi.;    relating   to   the 

i!1. un a go;:: en t,    aduli ì i s Lr a 11 or: ,     t a xa ':: -MI .    exchange    conlrol, 

cintomi   disiics.     tarif: t-.    procc^ro:.    •• :i   m" •.' chan t    rh. i IM> i.ntj 
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und   air   navigation.      A   special   Customs   Authority   to 

channel   all   goods,   machinery   and   material   to   and   from   the 

zone  will  be   sot   up. •, 

Projects   Approved 

i Number*  of  projects   approved   as   at  May  15»    1979   â*** 

68  with  a total   investment   amounting   to   about  Rs.2,000 

million  (US   S   128   million,). 

£» '" 
Totals employment, within   the   IPZ     —     3^,000 

Number*  o-f   factories  in  production—    06 

Number   of   factories  under   cons-     -     23 
truction 

The  setting   up. of  infra-strueture  facilities   in  the 

first   Investment Promotion   Zone   is   well   underway. 

From this   it   is   seen   that   an   unprecedented   incentive 

package   and   support   for   the   new   system  has  been   created. 

These  incentives   offered  to   investors   are   clearly  defined 

and   set-out  in unambiguous   terms,   areas   and   conditions. 

Over all,    the  GCEC  offers   physical  and   other   incen- 

tives   to   export   oriented   investments   on   a   graded   scale, 

based   on   a variety  of   factors.      The   Commission   does   not   en- 

tertain  projects^  aimed   primarily   at   the   local  market. 

However,    a   certain   quota   of   the   products   of   export—oriented 

projects   are   allowed   for   sale   within   the   local   market, 

subject   to   duties   and   general   government   policy   regarding 

irrports   into   Sri   Lanka.      For   industries   using   local   raw 

material«,    the   Commission   entertains   export-oriented   propo- 

sals   which   would   produce   final   end-products   and   does   not 

o:: Certain   proposals   for   further   processing   of   these   raw 

I'.'lerials   nn-1    their   c.xpori    n :-    sen: ¡. - fini shed   ra>v   materials. 

Authority   fro::;   the   Foreign    Lr ;-ve s tnior. i.    Advisory 

C'. .:;-.-] ss ion,    as   wi-il   as    th-   roli:v;;il;    Viv.istry    in   required 

:"'>;-    :;it..ir>/,   nruji.c!.s   outside    t'nc    a r • • .-.    oC    the   Cnri-mi S si.on ' .S 

.!':•' iiori ty .       Hou'cv  >r,    even   :i;c!i   prr, i . c L s    could   obtain   GCEC 

,   «  - .      --    ...-,.     .,,,',(,,., ...    ,.,,,!,.    i r\    Cic    rrl   :v;tT\t 
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Minister,   na   well   as   to   the   President. 

•K-.   épater   invcs-tnmnt   is Development   of   the   economy   b»    S^at-cr 
^.    . j.      Ho-??     n-t   least   for   a   period the   present   theme.     Prior   to   197/,   at   leas, 

v,-»-*   s?en   laid  on   the   public 
|  of   15   years   *?   great   emphasis  had  been 

*.     j. ~-r   inrius^ial   growth   and   dove- sector   as   the   maia feature   of   indus- ia-   i» 
j   xv,^  -inViiic   sector   assumed 

lopment.     Through  this  period   the  public 
j      *.i»H«a*ion   in.   Sri   L.anKa a  dominant  role.     However,   industrialisa-ion 

.•.v..». K»«u of  iaiport   auD*«.i- 
in   tHe- past  also   daveloped- on   the bas-s^.   w 

. --      4.-.,,.•.,.¿»   ana   tremtsnaou.»   impo* 
tution behind, a  high   tarili    structu* e   ana 

,.-+-" Tnth«  woods'   of   the  Minister  of   Finance  and restrictions-     in  tne woraa   «*. 
planning   this  l.d to an   -inward  look!»«  industrial  struc- 

ture  operatic  veil  below   capacity  and  making   e*cess,ve 

profits   in a   starved  and   captive   local  market'. 

The  following   extract   fror,  the  budSet   speech   of   the 

Minister of  Finance   t Planning   outlines  very   clearly   the 

new  policy   and  its  progress  upto   end  of   1978  - 

«     With  the   assumption of  office  of   the   present 
- J_•    _   «-r   +>n»   oublie  manufac- government   the   activities   of    «-he   puoi 

«.„«-r-i^d   to   the   industries tiTT-ing  sector have been   conf-nea   x.o 
T-. «-«J   +.«-•*-        Future   developments   in aireadv  allocated   to   ^-c.      ru-uj.^ 

•    *v- +«- ^VL   -elat-   to   the   maximisation   of   output this   sector vriJLi.   reiau-    ^ 
A ¿~n-     4-H»   s-needv   completion  of froro'existias   capacity,   the   speeay 

* Ä ^.Vi«-; r-n1    improvements ejects   already in hand,    techn.ca.   i...s r 
:' ,,-,-;--   whô^°   additional and   expansion  of   existing ,uni -   v,n*.- 

i^   «-   achieved   expeditiously,   creation production   could   De   achie^j   <-   . 
-..   ^   „romanci   with   present   priori-. of   ncv   capacity   m   acce- aanv- 

•i.      •    -+^*- ^n   o<~   advance   action   on   long ties,    and   the   mitia^on   o- 

gestation projects. 

is   o:tendi.ns   a^   assistance 
The   presene   rovcrr.r^n' 

,,lf.    ,--,,-    rr^WLh   of    the    s"ial-   ^^ 
to   prcot,   and   encoura-e    du    ..,•-_-   

i       Hn..,.. + -ir     .ectorxMl«    si^.l^noou*!.,    ^~..u 
si»(Uu:!'.   scrJu    1-r,-Uj-ia- , ,    ,.     ,    -,v..-lti 

Un-   r.uch   inducirlos   to   b;,, -   •    ••• 
r      -c<   ;.-,=    th. ,,   ^.jc-ctiv.s   n   l.bcia, 

of    :.hc   country.       to   .*c-^ 
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policy of approval has been adopted and a new credit 

Suaranuce ychemo to ensure ready availability of finance 
«as   also   been   int, • _, r? '••*. 

e«-n  introduced.       Foreign   investment   is   permitted 

where   manufacture   is   largely  for  overseas   markets   or  where 

such   collaboration  is   considered   the   only  available  means   of 

obtaxnxng modern   technological   know-how   to   improve   the 

quality  of manufactured   Soods.     With   the  liberalisation   of 

imports,   the   government  has  also   taken   steps   to   ensure   that 

reasonable  tariff  protection   is   çiven ' tracal   indu'strv 

"feSUdrdias  at   thô^*  ***•   th«   interests .of  the   constine. 

During   the   last   three   years   ending December,   1978, 

1977   units  in  different   industrial   groups   (excluding 

textiles)   have  been approved  by  the  government  outside   the 

Investment  Promotion  Zone   involving   a   total   investment  of 

»..1,265  million   (US  S   81.08  million)   and  with  an  employment 

potential   of   about 42,248.       This   stands   in  marked   contrast 

to   the  previous  four years,    where   approvals   were   659, 

actual  investment   Rs.77.0   million   (US   S   4.93   million)   and 

employment  was   10r673. 

-The   total   foreign,  investment   in   manufacturing   indus- 

trie* "in   1973   amounted   to   Hs-592  million   (US   S   37-94  million) 

m   contrast   to   Rs.43 million   (US S   2.75   million)   in  1976. 

some   of   the projects with   full   or  partial   foreign   collabora- 

tion   are   the   Flour  >!ilr   in   Trincone,    a   projet   ,0  manu- 

facture   rubber   latex  thread   for 'export,' manufacture   of  boats 

for   export,   decortication   of   casbe,,  kernel   and   extraction 

of   cashew nut   shell   liquid   for   export. 

In   the   public 

'-fa   recorded   : 

instance   nnouüU'd   to   7.9 

have   b-en   recorded   in   197'3.       The   pro, 
rector   no.aaic   increases    in   production 

• eviction   of   rutile   for 

jo   n:-:nc    to::?   which   represents   an 

---  -    o.    -u.üly.^   percent   over    •_}•.._.    previous    12-n.cmth 

perin,!.       The   jü-oducf.ion    of    c u.-:..•.-, Í.   i0~,.   by   .'. o   purcuii 

Rru:u: 

pore 

bv p^rcon t,     ;.ot:ol ¡TililuC t. ¿/ 

i-vrc:-    1 'J      J 3    ]>er:cuP. _,      1M'!P:I'^:H!::    by     33    j »ere en¡ 
cor tilos   by   3-'i    ¡ic!-L'::it    and   in.;: 1    .    '. p i>\     x u   pi::'i:n:t. 
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Stato   mnnufacturing   corporations   also   showed   au   increase 

of   26   percent   in   employment   in   the    12-month   period.ended 
Julyj    I978.      These   are   results   in   the    short   period   of 

twelve   months   which   are   satisfactory   by   any   standard. 

The  production   of   cotton   textiles   is   largely in   the 

hands   of  the  public   sector. 

The private- sector  is   engaged   largely  in   the  produc- 

tion of  non-cotton» textiles,   for whichggthe. existing   capa- 

city in   1977   was   31   million  yards   while   production   was 

> approximately  27  million yards.     The  projected   demand for 

non-cotton  textiles   is  about  70  million   yards  by   198O   and 

in   view  of   this,    action has   been   taken   to   attract   new 

investment  into   this   field, and   investment   proposals   amounting- 

to   Rs-255 million   (US   S   16.3*1   million   )    involving   a  new- 

capacity of   31 million  yards  have   already  been  approved by 

the   government   (by   September,   1978) • 

The  garment   sector- has been   the  main   exporter   in   the 

textile  industry,   with  exports   amounting   to   Rs.125   million 

(US   $   8.01 million)    in   1977,   and  rising   very   considerably 

to   K&. 161  million   (US   $   10.32  million)    in   the   first  half 

vi of"   1978.      Several_.new  units  oriented   to-   exporting   garments 

have  been  approved   and   this   sector   is   expected   to   show- 

vigorous  expansion-  once   these  nev  projects   go   into   produc- 

tion.      Import   of   rrra chirr ery has   beers   1 ib er ali s-?d   and   the 

importation   of  material   to   meet   export   orders   is   being 

allowed.      The   government   has   also   been   able   to   negotiate 

successfully   with   EEC   countries   for   much   higher   quotas   than 

were   originally   proposed. 

incentivos   for   local    ir.ves tm-_-:¡ is   outride    the   IPZ 

include,    ta::   holidays,    capital   al] o-..-an co c-,    tax   reliefs 

01:   nu.-riber   of    clii.i;.ii"iud   iniiu.strios.     investment,   expenses 

r-'^^ef    iiont   taxation,    pro du c ''. i or.   and    ;; o s T. .-u ¡.-' o p.   .-¡lln-.w-.rtccj, 

'•'••'P'Tisc    a!.' O'A an o..-:.-. ,     ¿;roaLer    cap ; ' .il    t;. i : TI ¿.    a J 1 ou. .'¡ e •: s , 

:     'lnciioü    ¡p.    company     taxation,    jp. „•_•; •_• ¿; t    or,    .i-.'niul    revcr.üj 

'"""'üKIí    and   a    gor¡ r: ru::s    tax   î.aliday., 
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Wood   based   arid   metal   processing   industry   falls   within 

the   embit   of   industries   desired   in   the   Export   Processing 

Zone.      There   is   a   high   degree   of   local   skills   in  both 

wood   based,    as   well   as,   metal   processing   industries   both 

based   on   the   traditional   artisan   system,   as   well   as   modern 

technology.      The   Sri   Lankan   carpenters   are   highly   skilled 

xn   crafts  based   activities»     The   entire   requirements   of 

the   country  are  met   by   the  local   furniture   and   allied 

industry which is. largely decentralised but   with  a 

principal   centre of   activity   situated   aiout   10   mitrrs   south 

of   Colombo.      In  addition   there   ara  relatively   lar^e  wood 

working   complexes both, in, private   and  public   sector,   based 

on   modem  factory  production..     Local   carpenters   are   used 

to   the   entire  range   of   tropical   woods   from   the   hard  woods 

to   the   loss   dense   tiraber.     Locai   carpenters   also   work 

extensively  in   the  associated   crafts   of  rattan   and   cane 

ware. 

The   locai wood   industry  has   also   over   the   last   few 

years   begun   exports   In   specialised   goods  for a   few   selected 

«   marketj.     These iirciuda manufacture   of   period   furniture   to 

markets   in  Australia  and.  education   and  play  material   for 

young   children in   European markets.      Other   export-oriented 

ventures   in  wood- relatad, industri es   include   manufacture   of 

boats,   yachts,   as  well  as,   small   ships   both   in   the   private 

and   public  sector  for   the Middle   East- and   Europe. 

There   has  been   a   drop   irr   local   wood   resources   because 

of   the   high   felling   of   forests   and   consequently   a   large 

government   ovned   wood   complex   is   running  under   capacity. 

Alternative   wood   resources   have*   boon   sought    in   non-conven- 

tional    sources   in   the   form   of   boron    treated   rubber   which 

exacting   tests   have   shouTi   to   be   lor.z   lasting   and   having        "** 

good   physical   properties.      Sri    Lan':a.   is   in    the   forefront 

i:i    the    de i'C'lojciun t   of   boron   woo<_¡ 

r o..our e e   of   rubber    t"i—bor    th.: 

re.---v-rvo ir   of   loca1.    \.-ood   in   ti* 

: i d    wit h   i t s    1 a r ry o 

COLIJ    próvido   a   Lirjc 

y e a ;\      t o    coi:: o . 
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Sri  Lankjn  tradition of metal   processing similarly covers both 

the traditional sphere, as well as modern systems.     In the modern sector, 

Sri Lankan firms have had over a half century experience in turning out 

metal products in aluminium, brass, copper and iron.    Casting of metals 

in the modern tradition extends to over 100 years whereas traditional 

castings  technology extends, to several hundreds o^syeirs.    Facilities 

for casting and associated processes - including electr-'c-.rc furnaces- 

exist in several private and public enterprises.    The University has 

specialised courses in metallurgy and laboratory facilities for 

monitoring and testing exist in several  institutions.    The metal 

industry Jepends for its raw material  almost exclusively on imports 

except for the occasional use-of scrap. 

Sri Lanka does not possess an industrial  designs centre for 

wood ar.d rsetal  products, but there are a few personnel  qualified in 

ir.dustríüT-design trom Western countries.    Further problems related 

to industrial  design are covered in Engineering and Architecture 

courses in addition to courses in the Institute of Aesthetics of the 

University. 

?o l_i t i cal   Stability 

The present government cnrte  into crv.sr  in July  1977 with an 

~:or -L •:•'_• J on teti  victory in  the i 'ir *. 1 s  ••<?  '.'•'- t^lit i.-->l   history of 

wi:-.rv:r,:  -ve»-  l-'Q   : J-   of  ici  •::=•*;   in Por;i¿vrnt.     It  has 

.h of 

''i.:.; and  fr-:-? lirv^lc.reni:.     '.••Nile  i -  ':- :   :,.:C;¡:L'"J^   í;;IL.O- '.C O." 
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consur.r.p  ju-ns to compete with the monopolistic locally produced 

goods w.'îïfli were high priced or inferior in quality, it has set 

itself ire task of protecting nascent local  industry by a system of 

price ajustements through- the Tariff Review Committee.    On the 

other hand rt has established free trade zones under the Greater,^ 

Calonbo Economic-Canarissio» to invite foreign-capi tal and technology 

using local  cheap» trainable and intelligent labour.    The recent 

local government elections would indicate that the policies of the 

present government have been received with acceptance by the people 

and that Sri  Lanka is well on the road to political stability for 

many years  to come. 

Just as the sun invariably shines every day in Sri Lanka, 

so too do the smiles appear on the faces of her people.    In the 

words of the Buddha in the frangala Sutta: 

''PATIRÏÏPADESAVÂSO    CA  

ATTA-SAìtftfrAKIDHI CA-.'_..-. ETAM MANGALAM UTTÄMAN" 

"To reside in a plessant locality  

and  to set oneself in  the ri .Sit course.  This indeed is the 

Highest 31essing': 
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P.O.   Box 3186,   Jakarta 

Mr.   H.A.   Rustam Effendi PI,   Kaltim Praja  Jaya 
Nusantara  Building,  6th   Floor 
Jalan  M.H.   Thamrin  No.   59 
Jakarta 

Mr.   Eddy Suwarjono President  Director 
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TVW Paper Machine Group 
Eteläesplanadi 8 A 
00130 Helsinki  13 

Nr. Jal i Rai ta TVW Paper Machine Group 
Eteläesplanadi 8 A 
00130 Helsinki 13 

Mr. Kalevi Vil Janen Managing Director 

Lönnström Oy 
Kaivopuistontie 33 
26100 Rauma 10 

Mr. Timo TerSs Manager 

Finncell 
Eteläesplanadi 2 
00130 Helsinki 13 

jj 
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ÎlBkâUQ (continuad) 

Mr. Risto Vaarama Manager 

Union Bank of Finland 
Aleksanterinkatu 30 
OOlOn Helsinki 10 

Mr. Kenneth Neovius Legal Counsel 

Union Bank of Finland International S.A. 
25 Bd Royal 
Luxemburg 

Hr. Erik J. Sntliman Managing Director 

Snellman Engineering Company Ky 
Niemenma'enkuja 2 C 
00350 Helsinki 35 

Mr. Polke Petttrsson Director of Marketing 

A. Ahi ström Oy 
SF-48601 Karhula 

Mr. Carl-Johan Lindeberg Director 

G.A.Serlachius 
MSnttá" 

Mr. Lauri J. Kerkola Director 

Tervakoski Oy 
12400 Tervakoski 

Mr. Pentti Hintsanen Director 

Rakem.usvalmiste Oy 
Forssà 

Mr. Kalle-Pekka Sa'velkoski Export Manager 

Suomen Rakennusurakoitsijaliitto 
Etelà'ranta 10 
00130 Helsinki 13 
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PART III.  LIST OP PROJECTS 

INDONESIA 

Projcot No. Particular« 

INS/A-7 TLt Processing of Rami  oiflarette paper 
AC i  3 »000 tonn 
IV t To be determined 
PC» - Equity partnership and/or loan 

- Machinery and equipment 
- Processing teohnoloflr 
- Training 
- Technical management 

PPt P.T. Kertas Jatiluhur 

DIS/A-8 TL i Pulp and paper mill based on plantation pin« 
ACt To be determined 
IVi To be determined 
PCs - Additional studies 

- Technical know-how 
- Machinery and equipment 
- Construction management 
- Technical management 
- Training 

PPi State Forest Corporation "Perum Perhutani" 

INS/A-34 TLt Particle board (1st phace) and prefabricated 
houses (?ne phase) 

ACt - Particle boardt  15,000/20,000 ou.  m 
- Prefab,  housest  1,000 units 

IVt US$10 million (1st phase) 
PCt - Equity nartmersbip (20-40"!') 

- Know—how 
- Management 

PP» P.T. Kalt im Praja Jaya 

IHS/A-40 TLt Expansion of woodworking complex 
ACt (after expansion) 

- Sawn woodt 30,000 ou.  m 
- Plywood» 21,000 cu.  m 
- Lorpln^» 150,000 cu.  m 
- Block board?    6,000-7,000 cu.  ni 

IV» U5S8 million (additional) 
PC« - Eauity partnership ( 30-500 

- Know—how 
- Management 

PP: P.T.  Fimba Ramin Plywood Industry 

Key to Abbreviations» PL-- Title of project 
\C - Annual capacity 
TV -  ?otal  investment 
?H - ?oreiim contribution required 
"V -   r-n-onont 
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rmoyn^siA (continued) 

Pro .loot No. Particulars 

ms/B-52 TLt 
ACi 
IV1 
PCi 

PPl 

Production of leather and leather ¿fermentìi 
15tOOO oow hide« per month Initially 
TF42.1 million 
- Marketing know-how 
- Technical know-how 
- Machinery and equipment 
- Loan or eouity partnership 
C.V. Suaber Nili 

MALAYSIA 

MAL/A-6 TL 1 Dungun timber complex (making eawn wood, plywood, 
chipboard, furniture, wooden houeee eie«) 

AC 1 To be determined 
IVi Ü3S25 million 
FCi - Equity partnership 

- Know—how 
- Management 
- Marketing 

PPt The Government of the State of Trengmmnu 

«ALA-« TL1 Sim« Darby timber compier 
ACi - Sawn woodt 20,000 ou.m 

- Kiln dryingt  15,000 ou.m 
- Treatmentt  15,000 ou.m 
- Low oost wooden houses 12,000 unita 
- Moulding! 2,000 ou.m 
- Furnituret unspecified 
- Veneer, plywood and film-coated plywood!  10,000 ou.m 

IVi 0BS2O million 
FC 1 - Equity partnership up to 30^ 

- Machinery and equipment 
- Know—how 
- Marketing 
- Forestry survey 

PPt Sime Darby Malaysia Berhad 

MAL/A-19/20 TL! A-I9 Centrifugal pumps 
A-20 Materials handling equipment 

AC! - 8,000 units of 1-12 inoh pump 
- 600 tons of S.G.  iron and copper alloy casting 

171 To be determined 
FCi - Licensing and/or patents 

- Technical know-how 
- Management 
- Export marketing 
- Equity partnership (optional) 

PPi Kwan Cheong Engineering Sdn. Bhd. 
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MALAYSIA (continuad) 

Pro 1tot No.    Particulars 

MAL/A-?? TL I  ^abah TTUITJ, papar and timbar products coren lax 
AC i  Pronosal I 

- Puln (for own paT)or oroduotion only^ 
- Printing and writing naoert  V3,000 tone 
- Kraft impart   33 »000 tons 
Proposai II (additional to Pronosal I) 
- Saw logst  16,000 tons 
- Sawn wood:  41»500 tone 
- Kiln-dried timbert   30,000 tona 
- Vanaart 75,000 tons 
- Wooden moul dingst  10,000 tons 

IT«  Tob« daterminad 
PCt - Equity partioination 

- Loan and/or sunnliar's credit 
- "aohinery and equinrent 
- Project and mill management 
- Training 

PPt Fibres an H Chemicals Malaysia Sdn. ^hd« 

Maya-aï TLI  Conner smelter 
ACt  60,000-90,000 tons of cathode conner 
I¥t 0SS170 million 
PCt - Preparation of feasibility study 

- Technologies and other serri oes 
PPt Sabah State Economic Development Corporation 

MAL/B-10 TLI Rubber footwear 
ACt  2,500 pairs (par day) 
I?t USI3 million 
FCt - Equity partnership 

- Xaohinery and equipment 
- Technologies and other serri oes 
- Training 
- Export marketing 

PPt  Pernas-Sirae Darby Sdn.  Bhd. 

MAL/B-27 TLt Limestone processing 
ACt  (daily capacity) 

- Lime hydratet 110 tons 
- Precipitated chalk: 30 tons 
- Agricultural limet 320 tons 
- Building limestonet      230 tons 

IVt US$3,440,000 
FCt - Equity partnership 

- Preparation of feasibility study 
- Technical know-how 
- Training 

PPt Perak State Economio Development Corporation 

_LJ 
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TOE PHILIPPINES 

Project Ho, Partiouiara 

PHI/A-1 TL» PICOP newsprint mill expansion 
ACt  52,000 M/T (an additional line) 
IVt To be determinad 
PCs - Machinery and equipment 

- Supplier's eredit 
PPi Paper Industries Corporation of the Philippines (PICOP) 

PHl/A-12 TLt ftcpansion of furniture and joinery plant 
ACt (after expansion) 

- Doors 
- Jaabt 
• Voiding ohairs 
- folding tablet 
- TV standi 

ITt US$15 aillion 
FCt - Iquity partnership (40*') 

- Loan/supplier's credit 
- Machinery and équipaient 
- Training 
• Know-how 

PPt Vintawood Products Ino. 

30,000 pieces 
30,000 pieces 
75*000 pieces 
22,000 pieces 
30,000 pieoes 

PK/C-32 TL 1 
AC 1 

Rehabilitation of three plywood sills 
(after rehabilitation) 
DaTSo Mill 

54*000 cu.a 
15*000 ou.m 
21,000 ou.m 

- Plywood t 
- Blookboardt 
- Sawn woods 
Cotabato Mill 
- Plywoods 

Mill 

Ifi 
PCt 
PPs 

49*000 ou.a 

- Plywoods      39*000 cu.a 
78,7 aillion Pesos 
To be determined 
Santa Clara Lumber Company Ino. 

SHI LAFJCA 

SP.L/A-5 TL s Packaging and printing plant 
ACt To be determined 
ITt U5$1.8 million 
PCt - Machinery and equipment 

- Processing technology 
- Teohnioal management 

PPt United Merchants Limited 
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3BI LANKA (continuad) 

Prolaot No. Particular» 

SAL/U-! TL i Sanitaryw*ra faotory 
ACt 1,500-2,000 tona 
IVi US$4.7 million 
PCt - Equity partnarahip 

- Taohnioal know-how 
- Maohinary and aquipmant 
- Loan and auppliar'a oradit 

PPt Pinoo Limitad 

3RL/1-12 TLt Piahing nat factory 
AC 150 tona 
IVi USI700,000 
PC i - Equity paxtnarahip up to 3 3» 56- 

- Maohinary and aquipmant 
- Suppliar'a oradit 
- Proeasaing technology 
- Taohnioal training 

PPt LakFin Limitad 
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ANNEX IX 

Unofficial translation of article publish«! in Helsingin Sanomat 
2ó ¿¡ay 1979 

UNIDO seminar ended in good hopas 

18 Co-operation projects are offered in Asia« 

The seminar   organized by the United Nations Industrial 
Development Organization (UNIDO),    the Foreign Ministry of 
Finland and the Finnish Foreign Trade Association ended with very 
good hopes on Friday in Korpilampi, Espoo.    The result of the 
discussions which lasted less than a week is that Finnish enterprises : 
have got a possibility to participate in 18 industrialization projects 
in 4 Asian countries« 

Delegations from Sri Lanka, Indonesia, Malaysia and the 
Philippines participated in the negotiations with 30 Finnish 
enterprises aid finance institutions« 

' Oat of the industrialization projects on which negotiations are 
oontinued seven are located in Malaysia, five in Indonesia, three in 
Sri Lanka and three in the Philippines« 

The iesults of the Korpilampi meeting are still preliminary 
and in the near future serious discussions will be held on 7 - 8 
projects«   The Asian States are mainly interested in forest and metal 
industries as the level of Finnish technology in these fields is high. 

Financing is problematic 

solda and Rauma - Repola have got furthest in the co-operation 
negotiations.   Nokia is at present investigating three projects, 
Rauma - Repola two« 

The greatest    problem for the co-operation lies in financing. 
The Asian participants do not any more accept projects with the 
turn - key principle as the factory may then stand still due to 
lack of technical and managerial skills« 

The States want the Finnish enterprises ta participate in the 
financing and the production control« 
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unofficial translation of article published in Uusi Suomi 26 May 1979 

South-East Asia offers co-operation. 

The participation of Finland is wanted in industrialization projects, 

Finnish enterprises have "been given the possibility to participate in 

18 "big industrialisation projects in four South-East Asian countries: 

the Philippines,  Indonesia, Malaysia and Sri Lanka.    The projects 

are more challenging than usual as the question is of industrial 

co-operation into which Finns have to enter with their own capital. 

Industrial co-operation which in practice is supposed to lead to the 

establishment of joint ventures, has been discussed during the past 

week in a special seminar organized by the United Nations Industrial 

Development Organization (UNIDO),  the Finnish Foreign Trade Association 

and the International Co-operation Department of the Foreign Ministry. 

30 enterprises participated in the seminar. 

About 30 Finnish enterprises have participated in the negotiations 

in addition to representatives of various financing institutions. 

In the seminar held in Espoo only the first steps were taken in 

developing co-cperation although the Finns let it be understood that 

the industrialization project could easily be implemented. 

The  largest part is wood-processing. 

By far the largest part of the projects discussed are in the field of 

forest and metal industries where the Finnish technical know-how 

traditionally is high-level. According to the Finns,  7 of the projects 

are  in Malaysia,  5 in Indonesia,   3 in the Philippines and 3  in Sri Lanka. 

Among the projects there are paper factories, board and furniture factories, 

leather industry,  sanitary industries,  copçer    and rubber production. 

The developing countries have got a new approach. 

According to the Finns the projects reflect a new approach of the developing 

countries to industrialization.    They are not any more interested in 

turn-key projects.    They are now heading for joint ventures where an 

industrialized country as one of the participants is required to make a 

major contribution by investing capital. 
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Problematic financial requirements. "~~ 

lhe Finns say that the financial requirements make the projects more 

problematic.    lhe possibilities for financing are being inspected 

among others with UNIDO.    Hie projects seem large and the capital 

needed considerable and therefore the Finns regard it probable that 

they will have to participate in most projects in groups formed by 

several enterprises. 

The Asian Bank has given very little. 

In matters of finance the Finns can also look for help from international 

financing institutions like the World Bank,  IPC and the Asian Development 

Bank,    lhe Finns are specially interested in the latter the membership 

of which has up to now given very little.    As a counterbalance to the 

Finnish contribution one would expect better orders. 

lhe enterprises are very quiet about the negotiations "as things are still 

on the level of business secrets".    As far as we know 7-8 co-operation 

projects are being further discussed. "Some unwritten agreements have 

been made" as the situation vas described by the enterprises. 

Nearly all the enterprises which are leading in their respective fields 

have participated in the seminar:    * 

lhe representation may be increased? 

In the near future Finland will increase  its participation in the 

South-East Asian markets,    lhe increase of permanent representation, 

even on diplomatic level,  seems to be under discussion.    At the moment 

the only Finnish embassy in this area is i*n Jakarta. 

3 - sfttf 
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