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MALAYSTA 'S EXFERIENCE ITT THE (RGANIZATION AT
JDMINISTRATION CF SOME CF THE MOPE INPORT.AM
INDUSTRI.,L SERVICES INSITUTIONS

Industri-~l development - a beckground

Mrlaysia has been trnditionclly on ~griculturnal cconemy concentroting on its
primary produce scctor of rubber, palm o0il, timber 2nd tin. & cursery oxaminntion
of the contribution of thcse sectors to the gross domertic preduct proves the peint.
With independence however, in 1957, the Government, -wor« of the rneceds for diversifying
the economy, embarked on ¢ conscious policy of indusirirl development with the objoc-
tives of creating emplcyment opportwrities for thu incrcesing number of entrents to
the labour force. Being basically o frece enterprise cconomy, it oxtended the come
philosophy to the field of industrial development. . Pionecr Industrivs Ordinance,
offering tax exemption to approved industrinl cstablishments, was introduced in 1958
as & stimulus to this effect. The periods of tox cxcmption varied botween two to
five years depending on thc quantum of invertment ir fixed assets. Cinultancous with
the introduction of this Jct, the Government sct about providing various industrial
scrvices such as loan financing, tariff protection, ctc., &ll of which resulted in the
csteblishment of a host of front-line importcd substituting consumer industrics scr-
vicing domestic merkets, Thes: industries were financed both by domestic and foreign
capital especially on the basis of imported tcchnolngy.

This policy of import substitution continued through 1265 when the Governaent
became increesingly awnre of the needs of further sccelernting industrial development.
The Covernment was 2lso conscious of the necd to review its incentives programme after

the initial expericnce of seven years and consequently appointed 2 Review Committee

on Tnvestment Incentives to review, examinc and make rccommendations for fresh indus-
trizl investment incentives. The Review Committce submitted o report which weas
accepted by the Govermment and introduced in the form of the Investment Incentives
Act 1968, The Investmen. Incentives Lct made a host of changes to the incentives
package and incorporated the majority of industrial incentives into a2 single Act.




Basically the Investment Incentives Act offered two forms of primary incentives.

The Pionecr Status incentives was retained with a modification providing for an
additionnl three-ycar tox relicf period, if companics comply with the requirements of
local content, location in o development area or an approved priority product. The
pecond primary incentive wus the granting of an investment tax credit of 2 minimum

of 25 per cent of capitel expenditure incurred on foctory, plant or machinery, for an
approved project. This tax credit is offset cgainst chargeable income.

In addition to the above primary incentives, a host of export incentives including
double deduction for promotion overscas, accelcratcd depreciation allowance and export

allowences arc madec aveileble to all qualifying companies.

The policy of the Government providing the necessary incentives and infrastructure
facilities and lcaving the initiative of implementation to the privete sector had
paid handsome rewards to Melaysia over the last twelve years. To date, 168 pioneer
compenies have been approved with a totel paid-up and loan capital of US$435.4 millionm,
21l of which provided employment opportunitics for 28,165 Malaysians. In addition
to this, 297 companics have been granted approvel in principle with an approximate
total investment of US§512 million. These projects, when in full operation are
expected to provide employment opportunities to 57,000 Melaysions. The investnents
in the industrial scctor, as quoted above, has lnrgely been on a joint venture basis
between foreign and Malaysian counterparts. Reputable compenies from over 18 comntries
have invested in Malaysia and have consequently discovered that Melaysic is the profit
centrc for industrial development in Southeost Asic.
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The sbove achicvement wae not realized purely through the incentives and infre-
structure programme. Side-by-side, through the years of the last dcoade, the Govern—
ment has introduced o host of indurtrial servioces through the establishment of insti-
tutions specially desigred for this purposc. Some of the more important of those
have been the Federnl Industrial Development Authority (FIDA), the Natiomel Productivity
Centre (WPS), the Standards Institute of Malaysiac (SIN), the Melaysian Industrial
Development Pinance Ltd. (MIDF) and a host of other institutions with the objective
of providing industriel services. It would be interesting and informative to examine
the structurc and furctions of somc of thes:c organizotions in brief.




A. Federal Industrial Development Authority

The Malaysian Government fully aware of the needs of industrial development
especially in the second phase of the country's economic Development Programe and
on the recommendations of a World Bank Mission, established a Federal Industrial
Development Authority in 1967 by an Act of Parliament. The Authority's main function
was to promote and co-ordinate industrial development in Malaysia and to advise the
Minister of Commerce and Industry on the formulation of the pclicies in respect
thereof. In achieving this objective, the Authority's main tasks were ag follows:

(i) To undertake economic feasibility studies of industrial possibilities.
(11) To undertake industrial promotion work both in Malaysia and abroad.
(111) To facilitate exchange of information and co-ordination among
institutions engaged in industrial development .
(iv) To recommend policy on industrial site development and undertake
the development of such sites if it deems fit.
(v) To evaluate applications for incentives and for the establishment
of industries.

The Authority consisted of a Council of 15 members with representatives from
various related Ministries, representatives of Institutions of Commerce, manufacturing
industries, industrial financing and industrial development. The Executive Perscanel
was headed by a Director with the establishment of & separate Units based on a
functional classification. The respective Units were as follows:

Planning and Research
Feasibility Studies and Surveys
Promotions and Public Relations
Project Evaluation

Technical Services

Automotive Unit

Tariff Unit

Administration




The Planning and Rgsearch Hnit is concerned with the longetern aspects’of industrial
development. It works in co-ordination with related bodies such as the Economic
Planning Unit, the Tariff Advisory Board, MARA and other institutions of industirial
development. It carries out a continuous review of Government incentives for the
growth of the industrial sector as well as other seeing questions on the implementation
of these incentives. The Unit is now planning the systematizing and collation of
statistice]l dats on the industrial sector. In this regard it works closely with the
Department of Statistics.

The Industrisl Studies and Surveys Unit undertakes market studies, pre—investment,

feasibility and possibility studies and provides market and technical information to
intending investors. It also advises on the viability of proposals for setiing-up
manufacturing ventures. These pre-investment studies are meant to be promotional
materials to invite interect from potential investeors. |

The Project Evaluation Unit deals with the evaluation of applications for Govermment
incentives, It provides project studies and advisory services to industrialists in
the selection and ecquisition of land as well as assisting in the speeding-up of
water, power and telephone facilities to industrialists whose projects have been

approved by the Qovermment.

The Promotions and Public Relations Unit deals with both general investment promotion

ag well as specific industry promotinn. Under gemeral industrial promotion various
pamphlets and newsletters are published and circulated both in and outside of Malaysia.
This Unit has established a Regisiry of Potential Investors with the objeoct of
registering all availeble information on local and foreign investors so as to facilitate
contact among them for the purpose of bringing together technical know-how from abroad
ond domestic capital. The Unit had established information displays which are available
in the Authority's Operetion Room which is the centre for up-to-date industrial informa-
tion in Malaysia. This Unit is aleo responsible for co-ordinating the efforts of the
Federal Govermment and the Govermments of the various States in industrial development.

The Technical Services Unit is concermed with the examining of technical problems

within industries with ¢ view to assisting them in resolving these problems. The
emphasis is towards small and medium-ecale industrial units. Advice is given on the

spot and assistonce of a continuing nature in follow-up exercise is also given through
visits to factory units.




The Tariff Unit which was hitherto » separate organization known as the Tariff
Advisory Board hed recently been brought withir the purview of the Authority and

is reponsible for the evaluation and recommendation on applications for tariff pro-
tection, quota restrictions and other forms of assistance,

The Automotive Unit was specially designed to service the requirements of the motor
vehicle assemblers with a view to vupervising the gradual implementation of a pro-
gramme to encourage and establish ancillary/the component parts industry. The Unit
is presantly engaged in making recommendations in respect of an assembly tax bill,
the intention of which is to encourage the progressivs increase in local cont ent
and the development of the component parts induetry.

The Authority, within e short span of 3 yeare of existence, has established
itself firmly in the Malaysian industrial sea. Staffed by highly qualified eoconomiste
and technical personnel and including advisers on various fields provided Y the
Colombo Plan and UFIDO, it is the foremost advisory to the Ministry of Commerce amd
Industry and the Government on the industrial policies and problems.

B. Netional Productivitx Centre

The National Productivity Centre had its beginninge, thenks to the Intemational
Labour Organisation, which sent e team on the invitation of the Malaysian Govermment
in 1958 to perform a practical demonstration of the benefits that could result from
longterm productivity projects designed to suit the particular needs of the ocountry.
The Nission's recommendations for the establishment of & permanent ingtitution to pro-
vide training in modem methods of productivity were accepted by the Govermment. An
application was made to the United Nations Special fund for assistance and consequently
in December 1961 an agreement was signed and the ILO was appointed the exeouting agency.

The original plans of operations extended over a period of 5 years and local
staff was recruited to study the intemational edvisory recruited by ILO. The
beginnings of the NPC were in the form of a Government Department attached to the
Industrial Development Division of the Ministry of Commerce and Industry. However,
after the initial 5 years of operation, the NPC Advisory Council mede recommendations
in 1966 to incorporate the éouncil &8 an autonomous Body. The NPC Act was subsequently
passed and the Council beceme autonomous under the Ministry of Commerce and Industry
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with the membership of 17 members consisting of representatives from related
Ministries, Institutions of Commerce, manufacturing industries, etc. Under the
Executive Director, 5 sections have been established as follows:

(1) Supervisory and General Mrnagement ,
(i1) Industrial Engineering,
(111) Sales and Marketing,
(iv) Industrial Relations,
(v) Management Accounting,
(vi) A Light Industry Consultancy Service is expected to commence
in the near future.

The above sections provided a variety of courses as followst

The Supervisory and General Menagement section provides courses of leadership snd

huran relations, group work anc¢. discussion leading, managerial functions and
principles of modern management.

The Industrial Engineering section provides courses from work study, preventive and
production maintenance and management, quality and production control.

The Sales and Marketing section has appropriate courses in salesmanship, esales
management, marketing and export promotion.

The Industrial Relations section had conducted courses in labour management relations
for top, manager, supervisor and trade union exacutives.

c. Standards Institute of Malaysia

With the rapid progress of the irdustrial development programme there was
an urgent need to standardize local manufacture with a view to ensuring that léoal
manufactures were up to intemational standards specifications. Accordingly, the
Government initiated action to establish the Standards Inetitute of Malaysia as the
national body for the promoticn and preparation of standarde in relation to commodities,
prooesses and practices in the count.y. A Statutory Body was establishod by an Act of
Parliament (Standards Act 1966). The Institute operates entirely on a non-profit

basis receiving finance aid from the Government, from membership subscriptions esnd
from proceeds from the sale of publications.




The main turctions of the Institute aret

(a) To promote standardization in industry and commerce:

(b) To develop and prepare nationel standards in relation
to commodities and practices:

(¢) To promote industrial efficiency and development:

(@) To promote research ir relation to national standards
specifications and provide for the examination and
testing of commodities;

(e) To make provision tor the registration and regulate
the use of standarde certification market for quality
ocontrol.

The Institute has already beer. fimly established and 11 Standards Comaittees
have been appointed to acvise the Standards Council on questions of etandardization.
In 1969, over 125 Teclmical Committees were appointed to work on the priority items
dram up by the Industry Standurd Committee. One Malaysian Standard has already beem
pudblished ani 29 draft Standards have been prepared and circulated for public comment.

In addition tc the above, the Standards Institute had a collection in the end of
1969 of approximstely 29,000 overseas Standards in its Standard library. The Inrtitute
has also taken steps to apply for membership in the Intemationzl Organization for
Standardisation and the Intemetional Electro Technical Commiseior..

D. The National Institute of Scientific and Industrial Research

The Government fully aware of the urgent need for scientific and industrial
research irn the Government's industrial development programme, introduced ar Act of
Parliament No. 44 of 19570 which established a national institute to promote, co-
ordinete and undertake sciemntific and industri.l research in Melaysia. The organise~
tion culled the Netional Institute of Sciemtific and Industrial Research was introtuced
and its powers end duties are vested in a Council which is the body corporate.

The Council consists of 17 members and includes the Director of Institute and
representatives from various Ministries, manufacturing sectors, Chambers of Commerce,
etc. The industrinl sector is represented by 7 members, the field of science by 4
menbers. The Chairmen and all members c¢f the Council, other than the Director, are
appointed by the Minister of Commerce and Industry.




Fundc for the Institutc are te be eppropriated by Parliament and the Institute

is cmpowcred to charge fccs for its scrvices.
The main functions of the Institutc arcs

- To undertakc applivd rcserrch in industry in order to develop new
technologies for boiter utilizetion of indigcnous raw materials:

- To aid or modify imported technology to suit domestic requirements
and skills available in Mzlaysin; and

- To carry out the whole pProcess to industrial practice through pilot
plant studies, consultativc cngincering services, double

and production counselling.

Thc Maleysian Govemment is being assistcd by the Jnited Nations Development Pro- J
gramme in establishing the Institute. A Special Fund Project has been cstablished with
UNIDO as the executing agency, and is expccted to become operationsl in the next few
months. Thc Project Manager of the United Nations tra: has arrived in Malaysia and is
taking the preliminary steps towards the cstablishment of the Institute.

The above arc but a fow of the Institutcs providing industrial services to the
industrial scctor in Mrlaysic. ‘thcr minor scrvices will no doubt be discussed
during the course of the Seminor ~nd the Malaysian recpresentatives to the Seminar

will be available for further discussions ~nad comment .









