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PREFACE 

This Industrial Development Review of Malaysia is part of a Sales Seric..-s aimc..>J al strengthening 
the ·country ti.lCus · of UNIDO activities. Within the framework of the work ~rogramme of 
the Regional and Country Studies Br.mch of UNIOO for monil~lring the industrialization process 
of developing countries. the Re·•iews provide a general survey and brief anaiysis of each 
country's industrial development pnlCess. The Reviews are intended to provide a service 
to those within UNIDO and other international agencies concerned with industrial policy. 
planning. project development and implementation. and to be a ready source of information 
for governments. investors. industrialists. entrepreneurs. policy-makers. international 
organizations. aid agencies. academics. and research institutes. 

The Reviews have two separate but interrelated objectives: they are designed to facilita•e 
and promote the activities or UNIDO. as well as to serve as an informative and analytical 
dllCUment for the international industria1 community. It is k11own from experience that readily 
available reference material on the industrial sector in developing countries is eagerly sought. 
The favourable responses received from regular ,·eaders both inside and outside LT NIDO have 
facilitated extension of the scope of the Reviews in successive issues. 

As the Reviews are issued as sties publications. the scope and dimension of the sales publication 
series are designc..'\l to accommodate the nec..>Js of a wide readership in the international industrial 
community associated with industry. finance. trade. business. research and government. The 
Reviews also aim al providing a basis for undertaking in-depth analyses of -;pecific aspects 
of industrial policies. strategies and programmes in the developing countries and al prm iJing 
a basis for i,1formed discussion of industrial development trends and policies. 

The sales pchlications are intended to strengthen the Organization's relationship with the 
pri\.tte sector. By acquiring a wide readership for this series. UNIDO hopes to provide new 
and pertinent information on the role of industry in dl'veloping countries: information that 
is essc..'iltial to understanding and acceleratin~ the process of industrialit.ation in the Third World. 

This Review compr:ses four Chapters. Chapter I reviews recent economic trends. and analyses 
macroeconomic poli9 environment and economic prospech. The structure ;md pcrforman1:e 
of the manufacturing sector are examined in Chapter II. with a fn1:us on productivity. wages 
and salaries. investment and financing patterns. manufacturing trade. and regional disparity 
in industrial development. Policy framework for industrial development 1:ontained in Chapter 
Ill is followed by analyses of problems and prospects of key manufacturing subsectors in 
Chapter IV. The Review also furnishes information on lhe investment environmenl. lhe leg;1l 
framework governing industrial inveslment. the cost slructure. priorily producl areas. •1s well 
as induslrial in•;eslment procedurl''· incenlives and opporlunities. This review is b;1sed ~m 
information available as at JO September 1990. 



EXPLANATORY NOTES 

Refcn:nces to dollars ($) are to Unite<l States Jollars. unless otherwise stated. 

Dates divided by a slash I 1988/891 indicate a fiscal year or a crop year. Dates di\·ided by 
a hyphen ( 1988- 1989) indicate the full period. including the beginning and the end years. 

In Tahlt·s: 
Total may not add precisely because of rounding. 
Two dots ( .. ) indicate that data are not available or not separately reponed. 

Plt•t1.H' 1wtt' that after the unificati,ln of the Federal Republic of Gcm1any and the German 
Democratic Republic on 3.10.1990. they will be referred to in all UNIDO documentation 
as .. Germany ... Any refi.:rence to these two cour.:rics prior to their unification will be either 
Federal Republic r.f Germany nr German Democratic Republic. as appropriate. 

The following abbrt•\·iations arc used in this publication: 

As DB 
ASEAN 
ATPC 
BLR 

CCI 
CCifT 
CGC 
CICU 
CPA 
CPKO 
DOS 
EC 
ECIG 
ECR 
ERF 
FAO 
FDI 
FIC 
FRIM 
FT Zs 
GDP 
GNP 
GSP 
HICOM 
HLM 
ICA 
IDB 
IGA 
IMP 
ISIC 
ITA 
ITC 
KLSE 
LMW 

Asian Development Bank 
Association of South-East Asian Nations 
Association of Tin Producing Countric~s 
Basic lending rate 
Ol-ordination Centre for Investments 
Co-ordinating Council for Industrial Technology Transfer 
C;·edit Guarantee Corporation 
Central Information Collection Unit 
Cocoa Producers· Alliance 
Crude palm kernel oil 
Depanment of Statistics 
European Community 
Expon Credit Investment Guarantee 
Expon Credit Refinancing 
Enterprise Rehabilitation Fund 
Food and Agricultural Ori;anization of the United Nations 
Foreign direct investment 
Fo:-eign Investment Committee 
Forestry Research Institute of Malaysia 
hec Trade Zones 
Gross domestic product 
Gross national product 
Generalized System of Preferences 
Heavy Industry Corporation of Malaysia 
High-level manpower 
Industrial Coordination Act 
Islamic Development Bank 
Investment guarantee arrangemenh 
Industrial Master Phin 
International Stand;ml Industrial Cla~~ificalion 
Investment tax allowance 
International Tin Council 
Kuala Lumpur Stock Exchange 
Licen~ed Manufacturing Warehouse 
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BASIC INDICATORS II: KEY INDUSTRIAL INDICATORS 

Manufa.:turing \·aim: 
aJ1.ktl ( 1989) 
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BASIC INDICATORS Ill: COMPARISON OF SELECTED INDICATORS YV/'t'JI 
Hong R.:put>lic 

Indicator Unit Kong of Korea lnJon..~ia Malaysia Singapor.: Thailand 

Population cmiJ-19881 million." 5.7 4:? 174.8 16.9 :?.6 5-'.5 
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SUMMARY 

The economy oi· Malaysia suslaill\.-J an accderah..-J pace of t.>conomic rt.-cm·cl}- in the late 
1980s. When the external St.>ctor. which fudk-J the initial r<2'.-.Wcl}· from the rt.-ccssion of 
1985 and 1'186. was ad,·ersdy aftt.-cll-d hy a sharp rise in imports. huoyant domeslic demand 
coupk-J with a significant increase in im·cstmcnt flows sustaint.-d a high pace of economic 
recovery at 85 p-.:1 Cl'!lt in 1989. compared with 5.3 per cent and 8.7 per cent in 1987 and 
1988 respecti\dy. An 8.3 per cent investment-led growth of real GDP is fort.>casl t(•r 1990. 

During the C'l.lcndcd period of economic rccm·cl}·. the structural wealmcsses as well as the 
r;:silicncc of the Malaysian economy became apparent. The country·s continut.-d dependence 
on prim:iry commodities. that remain vulncrahk to growing competition from low-cost 
economics in the region. its high rate of unemployment. shonage of skills. and signs of 
overheating as well as strains on the infrastructural facilities constitute the main weaknesses 
of the economy. However. the resilience or the ec.momy stems from. ima alia. a reduced 
hudgctary deficit. prudent deht management. new inwstmcnt inccntiws. a realistic exchange 
rate. fiscal and monetary rcfom1s. and a renewed thrust on ·growth" rather than ·equity· 
consideration in privatization. 

In the face of rising trends in manufacturing investment. MV A grew hy 17 .6 per cent in 
1988 and 12 per cent in 1989. With an estimated 11 per cent increase in MVA for 1990 
the manufacturing sector is expected lo con1rihu1e the largest commodity seclor share of .:!5.8 
per cent lo GDP. well ahead of the target of:! I. 7 per cent sel in the Industrial Master Plan. 

As the economy edges into a high degree of industrialization. Malaysia"s resourcc-hascd 
industries arc on a downstream 1~ial. The country is endeavouring lo supply ruhhcr products 
instead of natural ruhher. cocoa products ins•cad .if cocoa. high value added palm oil products. 
a variety of chemicals from crude oil and na!ural gas. tin products from tin-in-concentrates 
and processed wood products from sawn log. 

Malaysia. however. faces a ·rich natural resource dilemma· as the competitiveness of mosl 
resource-hased industries is at stake in the wake of the relatively high cost of production. 
lahour costs in particular. In contrast. the country·s comparative advantage lies in non-resource­
hased electronics assemhly and textile end-products. A comhinalion of rising lahour costs 
and falling lahour productivity resulted in a sharp increase in real wages and a rdativdy 
high non-wage lahour cost in the early 1980s. eroding the natural comparative advan1;1ge 
of major resource-hased products. 

The electronics and electrical ind11 ... 1ry has hcen the main catalyst to Malaysi;1"s export-led 
growth. representing around 56 per cent of all manufactured exports in 1988. Since the 
formative years in the early 1970s. the Malaysian electronics industry has remained structurally 
unchanged. lopsidedly skewed lo the components segment. particularly semiconductors. 
However. a rise in the share ol '- .msumer electronics has hcen evident in recent years. A 
rapid influx of foreign investmo.:at into the electronics industry is due lo a confluence of several 
factors. including suhstantial appreciation of lhe yl.'r.. a signiticanl foll in thl.' unil lahour cosl 
of electronics assemhly in M.uaysia. and a rise in w;1ge levels in thl.' first gl•neration of nl.'wly 
industrializing countries. T'.1.: Repuhlic of Kore;1. area of Hong Kong and Taiwan Provinl'I.' 
of China were tempted to redeploy their plants lo escape high w;1ges ;ind strong rnrrencil.'s 
al home and lo sl.'iZI.' lhe opporlunilies slemming from Mah1ysia"s low-cost advantage in 
electronics enclaves. Thus Malaysia emerged as one of the ;i.:live sitl"S for semicondlKtor 
assemhly and testing. The country has hcen particularly al·tive in giving v;1rious ta\ incc:nliws 
lo foreign corporations and ;1llowing manuf;u,:luring eljuipml.'nt and many ma1eri;1ls to he 
imported duty free. Consequently. many United S1;1h:s of Amcrirn l.'orporations have also 
heen expandin!! their operations in M;1laysia. 

')( VII 



xvm Summary 

1Xspi1e a rich agricultural resource base 1he fooJ proc"-'S~ing inJu~ry ~-penJs hca\·ily on 
impon"--J raw ma1erials. excep1 for lhc proJuc1ion of oils anJ fals. cocoa manufaclure anJ 
canrk..-J pineapple pnx"\.'S.'iing. Malaysia's palm oil proJm."t!on is fon.>ca.'il 10 fall marginally· 
from 6.!3 million lonrk..'S in 1989 10 6.05 million lonrk..'S in 1990 .._..,a n.-sult of falling yidJs 
from ageing lrt.'Cs anJ reduced use of fonilizers by high,'"tlSI gmwers affn"teJ by 1hc current 
J'--pn.-s.""--J worlJ mark'-'I. Although worlJ-wide JemanJ liJr palm oil anJ fals is eXP'-"-"t'--J 10 
rise from 70 million lonlk.'S in 1989 to 100 million 1on11t.-s in 1hc year 2000. Mataysia will 
nct.-J to sharpen its l'"tlmP'-"lit;\·c '--Jge anJ 10 ltxlk for new cxpon markcts .._.., 1hc hitheno major 
imponcr lnJia ha." shiflcJ purcha....es to lnJork..>sia ht.-cause of lower prices. 

Malaysia cxporl.'i 1wo-thirds of lhc l·oun1ry · s l'"tll.Ul ht.'311S in an unpnx."\.'SSOO form. New pro~'\."ts 
tenJ to be of an intcgr-Jting nalurc. cocompas.'iing a range of al"ti\·ities from culti\·ation of 
cocoa to pnx:cs.'iing cocoa b-.:an." to final producls. Chtx:olalc manufac1uring could benefil 
fmm joint \·enture agn..-cment:. with well-known intcrna1ional firms for 1hc u....e of branJ names 
for improvt.-J markcting alk' tran.'ilCr of k-chnology. 

Two tllhcr mllable segmen•s of ftxxl processing are canlk.-J pineapple anJ fish pnx:essing. 
The canOl-J pineapple scg·nent has a gtxxl cxpon record wi1h a large proponion of output 
being destiOl'll lo Japan. T!JC country· s vast potential fi,r d'--cp-sea fishing and offshore fishing 
has aurack-J foreign im·estmenl llows in recem years. espe,·ially from Japan and Taiwan 
Province. Self-sufficienq in fish pnxlucts is in the offing. 

IXmanJ proj\.'\."tion'i for all ftxxl pnxlul"tS rcwal an iocrea.'iing trcnJ in the face of a significant 
rise in real disposable income. There is a strong consumer preference for fast fotxl pnxlucts. 
The major demand items arc pnx:csSt..'li cereals and cereal preparations. sugar and sugar 
conll.'\."tione')·. dairy produl"ts and beverages. Animal fl'\.'lls ar~ also likely to be in gr\.<tt dcmanJ. 

Malaysia remains the largest pnxlucer of natural rubber in the world. but less than 5 per 
cent of tt?e country·s ruhber pnxluc1ion is used for the manufacture of a wide range of 
interm'--Jiale and finished gotxls including tyres. inner tubes. lixllwear. latex gotxls. industrial 
ruhber g1llxls and a variety of gcncr;;I ruhber pnxlucts. Major inputs such as carhon hlack. 
day. whning. zinc oxide and stcaric acid arc pnxluccd locally and arc generally acccplcd 
internationally. While the expansion of lab~x pnxluclion. gloves in panicular. has been huoycd 
hy the grnwing cxlcrnal demand. the production of general ruhber g1llxls has been largely 
oriented towards the domestic market. The growth trend in glo\'e making and other dipped 
g1llxls. condoms in panicular. is largely the result of a significant increase in world demand 
due to rising fear of AIDS infcclion. Small firms arc yet to cstahlish their f1lllthold in the 
estahlished cxpon market. With suhstantial assistance to these firms. a much larger lcll:al 
industry t:nuld ser\'e the expor. market. Amidst challenges. Malaysia endea\'ours 111 emerge 
as a major exponer of lyres and rubes hy the year 1995. The new qualify phase of rhe world 
ruhhcr indusrry has brought in wirh ir compctirive dcmcnrs rhat demand line runing. 
sophislilJled processing and arnidant:e of contaminarion. Clear indit:alions are that ~.ynrhelit: 
ruhber m&ikes deep inroads info rhe manufacrure of ruhhcr prodm:ts. fat:ed with an 
uncompcriti\'e t:nst structure. Malaysia"s rubber indust')· is fnrt:ed 111 struggle in an inaeasingly 
t:ompclitive en\'ironment. The industry will need lo keep ahreasl of new rrends in ruhhcr 
let:hnology in order lo achieve higher produt:li\'ily and hcth:r qu;11i1y. The inaea,ing 
redeployment of vehicle manufacruring unit' lo rhe ASEAN region"' well a' ;11.·urrenl mo\'e 
toward' the ae;llion of a 'emi-..:ommon market for \'chide 1.·omponenls in thc rcgion 'ccm 
lo he lo thc advantai:e of Mah1y,ia whit:h i~ ;1hle lo 'upply d;1,1omcrs ;md non-ryrc automotive 
n1111p11ncnh hy \'irruc of rhc rnuntry·, raw malcrial ha'c ;md produ1.·1ion fal·ili1i1.·'· Ruhhcr 
produch idcnrilicd for furrher cxp;m~ion indudc tyrc' and tuhc,. ;m1111noli\c l·omponcnh. 
l;iln dippcd i:ooch. 1.·ni:inccrin!? ;ind indthlrial ruhhl.·r good,, ;md ruhhcr 'porr, !?Otlll'. 

Thc thrivini: imporHlcpcndcnl i:anncnt 'cgnwnr of !h1.· rcxrik 1mhl\lry i' hl.•in!? inac;"ini:ly 
1.·xpmcd lo a n1111pc1i1iw and 01111plex cnvironmcnt. duc parrly to thc cnll"r!?1."lll'C of a n1.·w 
!?Cncralion of low-1.·11,: ptodu1.·cr' and partly du1.· lo pnllhKll\ ity !!"'"' achicwd throui:h 
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automation which changes the balance of strength in the global te:\lik industry. Domestic 
consump1ion of appard is proj"--ck"ll lo grow al an aver.ige annual rale of 7 .8 per cenl during 
1991 -1995. This is baS\."ll on 1he a.'sumprion lhal GNP will grow al 6 per cenl per annum 
with an income dasticity of demand for appard at 1.3 per cent. With a projeck"ll popularion 
of 20 million li.lr 1995 and rnm:nt indic..-.ition., of a sustai""-"ll pil\.""C of 1..'\.'llnc.m1ic r\.'\.'lwer-y coupk"ll 
with a rise in dispi.lsabk income. these projc..-clions S\.-C:m realistic. Around 70 per cent of 
the appard oulpul is largek"ll ti.lr lhe export market by 1995. According to the Industrial 
Mastc.•r Plan. the growth of gam1ent exports will moder.ile at l.J per l·enl by 199.J. This 
projc..-ction takes into account changes in lhe global lexlilc industr-y. The key imperaliws of 
consoliJating the gains already achien"ll indude efficient quota adminislra1i,m lo encourage 
rna:\imum utilization of quota for all quota-restril100 items. relenlion of ·scarcity renf through 
quality upgrading. greater control over material sourcing. and enhancing design and other 
skills leading to product diversification and productivity gains. 

Malaysia· s chemical industry is facing mi'"""ll prospc..-cls. The country· s abundant gas resources 
and growing nutrient ""-'\."lls provide an impetus for !he dewlopment of krtilizer manufacluring. 
It is very likdy that usage of compound krtilizers will grow significanlly in the 1990s in 
rhe face of more intensive cultivarion of sclecrcd crops. mechanical applicalion of fertilizers 
a.o; wdl a' increasing aware""--s.' of compound.,. This resource-ba"-"ll industry could be dewlopc.."ll 
10 further enhance foe production for rhe subregional marker. The prospecls for the 
pelrochemical counlcrpart of the chemical industry hinge heavily on lhe domesric marker. 
New planls will need 10 he more compe1i1iw internationally if !hey endeavour lo e:iler lhc 
export marker. The fash:xpanding elccrronics induslry in Malaysia has generated a growing 
demand for plastic precision producls. Strengthening the plastics fabrication segment of the 
chemical industry is deemed pivotal in view of the growing demand for household wares. 
industrial produl.1S. automotive parts. lining. padding. panelling for construction and household 
purposes. 

Malaysia is endeavouring lo emerge as a major base for downslrcam wooJ producls. This 
could he achien:d hy heller product design. quality. prices and service. A growing number 
of furniture manufacturers from Taiwan Province have redeployed !heir operations to :\1alaysia 
because of the rising value of Taiwanese currency and higher labour cosls. lnwstment !lows 
also originare from the Republic of Korea. Au:.tral;.1 and Japan. Forcig'l investmrnts and 
joint ventures arc important means of upgrading downstream industries in the wood-based 
industry. Rather than the total ban on log exports introduced by other countries in the region. 
Malaysia has preferred a phased apr·roach to a total ban. with a view to benefiting from the 
rising demand and price for Malaysian log. However. a host of attr;KtiH: incentives h:nds 
to encourage downstream processing. 

Buoyed by a significant uplurn in residential construction activity. the l·emcnl industry is 
poised for full capac..:ity utilization. The industry's overcapacity that c..:ame on slream by the 
year 19X7 turned out to he an asset. keeping pac..:e with the growing dem;md for c..:ement. 
However. an incffic..:ient market distribution nelwork in the domestic market and lad~ of 
wmpctitiveness in the international market. due to high cost of production. impede further 
expansion of 1hc industry. 

Following the rejuvenation of 1m1rginal 111ines. output of tin-in-rnnccntrates grew by 11 per 
cent in 19X9. In view of the highly volatik l"onditions on the world tin market. efforts arc 
under way to explore new avenues of 'ec..:ondary pnll'.essing ;ind new uses of the metal 
partil"ularly in tin-plating. soldering. l"1i.iting ;ind metallurgy. 

Sinl"e the expansion of the l"ountry·s automobile industry is being limited by the nlenl of 
1he domestil· market. the national l'ar PROTON SAGA is steered into export markers. In 
order to make the Malaysian national l'ar l·apablc of rnmpctinp in the domc .. til· and l"Xport 
marh·ts. it may he hcnelil"ial to red11l·e the high tariff rate' impo .. ed on rnmponcnl., imported 
by assembler ... A hip her lo~:al rnntenl requirement is likely to he enforl'cd by thl· year I 99). 



xx Summary 
-------··--- ----·-- --- --- ------ -------- -----------

One ptlssihili1y would he to fine tune PROTON·s comptment suppliers to meet the chalknge 
of supplying L·omptments to assemhkrs. Malaysia couid also seize opptlrtunities stemming 
from a new mmement Inwards lhe creation of a semi-comnllm markel for car compnn.:nls 
wi1hin lhe ASEAN region. This would imply that sourcing comptments fn•m any of lhese 
coun1ries would he tan1amoun1 10 local conlenl at home. 

The •:ounlry·s maL·hine~ and machine-tool induslry is d1aracterized by a large numher of 
small-scak. locally controlkd tim1s producing simpk producl types. Due to lack of L-Conomies 
of scak and technological complexity. the indust~· has heen tradi1ionaily an<l is s1ill orienlcd 
almost en1irdy to 1he needs of 1he resourL·e-bascd industries such as tin-mining. timher 
processing. palm oil processing. rubher processing and construction. Howc\'cr. lhe machine 
indus1~· has not heen abk to exploit fully the opportunities resulting frmn the expansion of 
1hesc industries. The existing li.mndry and castings industries arc only capable \lf scr\'icing 
the replacement part and simple equipment needs. A breakthrough in product technology 
calls for upgrading existing basic prnduclion capabilities and improvcmenl in process skills. 

Currenlly. Malaysia is on the threshoH of maintaining an industrial invcslment momentum. 
Foreign and local invcstmcnls logether recorded a 33 per cent increase in 1989. As the 
inwstmenl boom conlinues in 1990. a double-digit growlh in annual real inws1mcn1 is forecasl 
for 1990-1994. Suslaining 1hc: momentum of industrial inwstmcnl calls for an assessmcnl 
of the magni1udc of slrains on the infrastruclural facilities in order to monitor the signs of 
owrhealing. According lo Japan· s Overseas Economic Co-opcr.ition Fur1J. Malaysia· s highway 
syslem as wdl as waler and dectricily supplies will n:ach capaciry limils by lhe year 1993. 
The coun1ry · s Modernizalion and Manpower U nil prcdicls a sh1lrlage of more than 15 .000 
industrial managers. syslcms analysts and engineers by the mid-19'1ls. This shortage is likely 
lo hecome n1ore acu:e given the current pace of lechnological upgrading across manufacturing 
suhscclors. Technical L"o-opcration inputs will need to he direcled to lhese crucial means of 
suslaining an accelerated pace of industrial expansion in the 1990s. 

A crucial fact 1ha1 merits the anentil'n of hilalcral and multilateral donors is thc missing link 
in the industrial s1ruc1ure. The ahscnce of a strong ancilla~· h<1se has slowed down thc proccss 
of tcchnology transfer and industrial linkages he!ween small and medium firms and largc­
sL·ak emerprises. The hasic facililies and promotional support pro\'ided for lhc creation of 
intcr-indus1ry and imra-industry linkages ha\'e heen inadequate. Anemion will nced to he 
frn:used on lhe active promotion of small- and medium-scale indus1ry. in order 10 creale 
production linkagcs lhrnugh lhe activitics of supporting induslries or suhconlracling hctwccn 
small- and medium-scale and largc-.,calc induslries. A comprchcnsi\'e promotional approach 
for thc ancillary industrics is needed to crc<1te induslrial linkages and 10 fur1her widen and 
siren gt hen the induslrial struclurc. 



ITJ 
THE ECONOf'JllC ENVIRONMENT 

A. RECENT ECONOMIC TRENDS 

The Malaysian economy !>laged a strong recovery from the economic recession of 1985 and 
1986. The growth of GDP in real terms accelerated from 5.3 per cent in 1987 to 8.7 per 
cent in 1988 (see Table I.I). When the external sector. which fuelled the initial recovery. 
was adversely affected by a sharp rise in imports. buoyant domestic demand coupled with 
a significant increase in investment flows sustained the pace of economic rectwery at 8.5 
per cent in 1989. However. with a sluggish gmwth rate of 1.2 per cent in 1986. the growth 
of GDP averaged 5. 9 per cent in 1986- 1989. falling short of the 6.4 per cent increao;e proja1ed 
in the Industrial Master Plan (IMP> for the 1986-1995 period. An 8.3 per cent increase 
in real GDP is forecast for the year 1990. * 

In the face of a strong revival of domestic demand in 1988 and 1989. private consumption 
rose vigorously by 15.7 and 15.9 per cent in real terms. respectively. Private investment 
recorded an increase of an impressive 36.3 per cent in 1989 compared with 21.6 per cent 
in 1988 and 3 .4 per cent in 1987. A significant part of the increase in private investment 
was channelled into the manufacturing sector. which experienced bullish trends in investment. 
As a result. manufacturing value added recorded double-digit rates of growth throughout 
the 1987- 1989 period. Manufacturing value added accounted for the largest sectoral share 
of GDP since 1987. amounting to about 24.3 per cent in 1988 and an estimated 25.8 per 
cent in 1990. well ahead of the IMP target of a 21.7 per cent share for that year. Thus. the 
manufacturing sector continues to he the fastest growing sector in the economy. Nevertheless. 
the high pace of manufacturing expansion is likely to falter further to 11 per cent in 1990 
from 12 per cent in 1989 and 17 .6 per cent in 1988. This decline was caused largely by 
slower expansion of the electronics industry and a fall in the production of rubber products. 

Contrary to events in the manufacturing sector. agricultural output growth remained subdued 
in recent years at 5.2 per cent and 5.5 per cent in 1988 and 1989. respectively. A fall in 
the growth of agricultural output to 4. 7 per cent is forecast for 1990. The share of agriculture. 
forestry and fishing in GDP oscillated around 21 per cent in 1987 - 1989. Faltering growth 
of agricultural output was caused mainly by lower production of saw logs and fish. However. 
favourahle prkes 1.:ontributed to improvements in prodm·tion of palm oil. A 55 per cent increase 

• The j!rowth of (j()p in 19KK wa' nearly two per•·enlilj!•' pomh h1i:h•·r than ;in earlier j!rowth prn1•·,·11on llM<k 
hy th•· Mini,tr} of hnann'. Snnilarl} the Centr;1I B;mk pro1•·.:i.·d ;m K. 7 per i:ent m.·re;1,e m real Cil>P for th•· 
year l'IK7. nunparcd w11h 7.fl per .-ent h} the Mini,try of hn;1nn-. The l;1tc't Cc111ral B;mk for,·i:;l\I of K .. ' p.·r 
n·nr )!rowrh for l')IJO " hii:h•·r rnan lh•· prn1•·.:111in' ma1k hy rhc Mm1,1ry of I'm.inn· m Ckrol'll:r l9K'I. Ban~ 
Nc)!ara Malay,ia. 11111111111 R1·p11rt 11.JXIJ fM;1rd1 11)1101. p. I 



2 The Economic Environment 

...,. .... -..,.::-

tr.X X.,... 

,.., .c .e "' r-1 x 
.,._.,c.,.....,..,::- x 

_,. -f' r'· t"I .C W-, 

,_,.C~tr.X:J" 

X::"X-,.x::" 
::J't- :l°' ""'": ,..., ...; ..:;;. 

r"I 

"· ,_, - ,.., x x 
.,.., ,.,., - .c ,.., _ -· 

- ,.,, ,.,., ,.., x .c 
- -T ....... .c 
t"'I - r1 

x.c.,-.-TX:.C 
- f"'I _., - ..ti, ,., ,.. 

"· ,... _...,. "'· 

r-1 

x 
-:::-· 

"· 

"· 

:- - t"'I 

:::::,.,..-
~-r-1 

~ xra 
x-r1 

"· x _., 

"" --r-1 

-r-1 

.c :­,., ,.., 

,..,,.., 
x .c 

,.., ,., 
-T ..... 

.c ,.... 
,.,., ,.., 

.... 
x 

.... 

...: 



The E:::Jnomic F.nvironment 3 

in agriculturJl produdion in 1989 retkcl\."\I mainly a slrong upsurge :n palm oil produclion 
and a re\·i\'al in lhe prodm .. ·1ion of saw logs .. which was ad\·ersdy aftl.-ck"\I by bad weather 
in 1988. 

With a 6.6 per \."\'nl iocrea.o;e in output in 1988. compan."\I with a sluggish growth r.!le nf 
0. I ~r cent in 1987. the mining S\.'Ctor rd'lound'-"\I wdl. This S\.'\."tor grew further by 8.8 
~r n:nt in 1989. rell\.'\.'ling iocrea.'ie.."\I mining 3\."ti\'ity. Following the reacti .. ·ation of marginal 
milk.-s. output oftin-in,·ooccnlrJk'S grew by 11 per cent in 1969. This S\.-gmc:nt of the mining 
industry bc:ndil\."\I from higher commodity prices in the world market a.' well a.' the higher 
quota al!,lfk"d to Malaysia by the As.'i('ICialion of Tin Producing Counrrics CA TPC). Crude 
petroleum production awrJg\."\I about 600.000 barrels per day in 1989. rcpr'--scnling an 8.4 
per cenl iocrea.o;e m·er the previous year. In line \\ilh the general buoyancy of lb\. mining 
S\.'Ctor. outpul of gas cllpand'-"\I by 10.6 per cenl in 1989. 

The: farnurJble chang.: in Malaysia"s 1em1..; oflrJdc siocc 1987 and lhe ..:ontinu\."\I expansion 
of world lradc arc relln'ted in the balance of paJimcnls posilion of lhe country. From a deficit 
of about MS 1.5 billion. representing .2.1 per cent of GNP. in 1985. the current accounl 
rcgister'-"\I a substanlial surplus of MS 6.5 billion. accounting for 8.6 per cent of GNP. in 
1987. In 1988. the surplus continued to remain sizeable al about MS 4.9 billion or 5.7 per 
cent of GNP. despite a strong surge in imports by 35 per cent. Merchandise exports enjoy'-"\I 
two con.'ie..-cutiw years of double-digit growth in 1987 and 1988. largely stimulak"\I by buoyant 
commodity and manulactur\."\I exports. The: adoption of more export-oricnt:.."\I strategics and 
the weakening of the Malaysian ringgit* created an upsurge of manufactured exports by 3.2.5 
and 3.2 . .2 per cent in 1987 and 1988. rl·spectivdy. Thus. the manufacturing sector emerged 
as the leading export e;.rner. accounting for nearly 50 per cent of export earnings in 1988. 

Despite the rdati\·ely cheap Malays:an cum:ncy. imports. most significantly of machinery. 
equipment and other manufacturc:d gnnds. gri:w twice as fast as c"<ports. resulting in a fall 
in tra,le surplus from MS 14.6 billion in 1988 to MS I0 . .2 billion in 1989. A much smaller 
lrade :o.urplus and higher scr\'ices. tied mainly 10 higher repatriation of corporate profils and 
dividend:-.. led to a reversal in the currenl accounl posilion from a surplus of MS 4.9 billion 
in 1988 10 a <ldicil of MS 0.4 billion in 1989. 

f)cspile significanrly higher foreign direcl invcslmenl cFDI) in 1988. lhe long-1erm capilal 
accounl recorded a ncl oultlow amounting to MS 3 . .2 hillion in 1988. compared wilh MS 
1.6 billion in 1987. This ddicil reduced lhe nel internalional reserves of the C'cnlral Bank 
which slood at MS 18.3 hillion al 1he end nf 1988. elfuivalenl lo five months of imports. 
Al yeai-end 1989. 1he Ccnlral Bank ·s foreign exchange reserves tolalkd M$ .21. 7 hi Ilion. 
sullicienl In cover 4 monlhs of imports. 

Ma!aysia"s oulstanding exlernal Jehl fell from MS 50. I hill ion in 1987 lo MS 46. 7 hill ion 
in 1988. A further fall In MS41.8 million in 1989wasaccompanied hy a foll in lhe counlry's 
dehl service ralio Cin rclalion lo exports) In 9.J per cenl from 16.1 per cenl and D.O per 
cenl in 1987 and 1988 respcclivdy. 

In 1he face of prudenl monelary and fi),c.:al policies. intlalinn ri:rnained very low al less 1han 
I per cenl in 1987 and .2.5 per cenl in 1988. lntla1i11n is eslimali:d 10 have increased :o.ligh1ly 

111 around 4 per cenl in 19K9 mainly due IO higher import prices. Some inlblionary pressure 
may resull from new wage demands and a highly lilJuid economy facing massive capilal inl11 ... s. 

The c.:urrenl accounl of lhe federal Ciovernmenl reµisleri:d a significanlly larger ),urplus of 
M$ .l.29 million in 1989. rnmpared wi1h only M$ 155 million in 19KX. Despile risinµ puhlic 

• Sm,·,· l•))lt•. !\.l.11;1)'';1·, ,·urr,·n•·) h;11l ,·11n1111111111'I) 1kpr<'< Ml<'1I a)!·""'' rh,· ,.""'I"""'' ha'~''' 111 rlw ,·11rr,·n,·1,., 
111 Ill<' n>1mlr) ·, 111a111r 1r.11lm)! partn,·r, Tlw r,·,1111111)! nporr ,·11111Jl<'llll\<'ll•"" "';'' r,·mlorn·tl h~ rh,· rm)!)!ll 
,1,·pr,•,·1alm)! h) II I Jl<'r n·nr .1)!a'"'' lh<' 1 lmt,·.t S1;1I<'' tl111lar 111 l'IKK. In 1'11111. Ill<' l\.fala)";"' rlll)!)!ll ro"· h) 
fl .t Jl<'r n·nr .1)!;1m,1 Ill<' 111111,·11 Sr.11<'' tlollar .uul "'·" 11 h ll<"r n-nr IH)!hn a,:a111'1 th<· \<'II 
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10\\! .• 11:·;e;-it. the 'lVCr.ill h•Jdget deficit of the Fl.'tieral Government was R'liUCl.'ti from 10.2 
Pl=r .:erll ;n 1986 to ~.5 pt~r cent of GNP in 1988. faen with a higher deficit of MS 5 h:llion. 
representing 5.1 per cent of GNP. the overall financial pt>sition r.:mainl.'ti stahk. and there 
was less nu'li to horrow from ahroad. 

In an environment of sustained economic expansion the employment situation continul.'ti to 
impron:. Total employment was estimak'li to have increased hy .~. I and 3 .5 per cent in 1987 
and 1988. respectively. However. with the lahour ti.>rce expanding ar a rda~i,·ely rapid rate 
of 3.3 per ccm per annum. the otlicially n.>cordl.'ti unemployment r.ite dl.>t:linl.'ti only marginally 
from 8. 7 per cent in l '?87 to 7. 9 per cent in 1989. Roughly 73 per cent of the new johs 
creak'<l in 1989 were estimated to have been generated in manufac1uri11g and services. 
Agril."Uhure l.·nntinul.'ti to provide lhe hulk of employment (roughly 30 per l."enl in 1989) follmR'<l 
hy "other services· (2~.5 per cent) and manufacturing (17.0 per cent). There arc signs of 
a tighter employmcr.l situation and reports of lahour shortage. initially in plantalions. and 
inneasingly in orh.:r sectors of lhc economy. 

B. MACROECONOMIC POLICY ENVIRONMENT 

Flt'xiblt, 111tmetary policy 

Th:: lhrusl of monetary policies in recent years was directed at the maintenance of domestic 
price stability and lhe external competitiveness ol exports whik ensuring an adequale hank 
liquidity to fund produclive privale sector activity at reasonable costs. Towards this end. 
expansion of money supply was kepi in line wilh GDP growth: interest rates were reduced: 
and lhe excha11ge rate policy was geared lo market forces allowing the ringgit to find its 
reaiislic par \alue with key currencies. 

In 1988 and 1989. monelary expansion resuhed mainly from the strong demand for credil 
hy the private sectnr. The expansionary inlluence of current account surpluses was neu1rali1ed 
hy large repayments of external dehl. Total lending 10 the private sector increased sharply 
hy 9.9 per cenl in 1988. and for the first lime since 1980. manufacturing accounted for lhe 
large•.1 share of the increase in hank lending (35.1 per cent). 

Priv.ite sector demand for credit was slrengthened hy monelary policy adjusrme.1rs introduced 
in I 98f;. Among these measures were the reduct inn in lhe hase lending rate ( BLR) of financial 
ins1i1111ions which had lowered lhc average '.11ding rate of commercial hanks hy 0. 78 percenlage 
poinls 10 8.95 per cenl per annum: changes in the lending guiddines lo priority sectors 
improving access lo credil for small-scale enlerprises: and the introduction of an Enterprise 
Rehabilitation Fund with an inilial endowment of MS 500 million to assist ailing Bumiputera 
enterprises* affected hy lhe 1985-1986 recession. 

To facilitate lhe channdling of funds inlo productive activilies. a New lnveslment Fund I NIFI 
was earlier established in Seplemhcr 1985. This fund has a total of MS 1.7 hillion wilh a 
maximum lending rate of 7. 7 per cenl. By 1he end of 1988. a lotal amount of MS I. I hi Ilion 
was drawn down hy the manufacturing seclor. represenling 68 per cent of the lolal. With 
lhe currenl improvement in the liquidity situalion and the availability of low cost funds. lhe 
NIF will he discontinued afler lhe dishursemenl of the total allocation. Abo relev;mt is the 
ASf:.AN-Japan Devdopment Fund. which was launched in October 1988 under the &lllspices 
of rhe Japanese Government to provide financing lat 6.5 per cent per annum. fixed for up 
to five ye;irs) for small- and medium scale industries for new investment aml exp;insion in 
lhe rnanui'ou:luring. 11gricul1ure and lourism sel·lors . 

• Th·· fl•rm "B111111p111.·ra· ,, 11-.·il h• .knoll" .111 M.1la~' and lli!ll\l" lrih..·'· I ... s.·1101. :'l;,•)!riltl\. loan'.,.,, .. ;1, 
"•·II ;1' llllllll)!r.mh .. ,. m1h1:•·no11' nall\l" lrom lntl1111,·,1a anti 1h1· l'h1hppm•"'· M;11or11~ "" n•·r·.l11p ol B111111p111,·r;1, 
d1;1r;1l°1<0 rll•"' B11n11p111,·ra •·111.-rpri,,., ( .,. I kpar11111·n1 .. ,. S1a11,lll"'. /111· 011·111·nl111• 11/ /.1111111·.t < ·,,,,,,,,,,,,,.,. t •»C 
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MACROECONOMIC TRENDS 
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MACROECONOMIC TRENDS 

Fig. l.D. External debt (M$ billion) and debt sen·ice (Percentage). 1987-1989 
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Another important aim of monetary policy in 1988 amJ 1989 ''as to promote a m;•re dticient 
and rnmp.:titi\'e hanking system and to deepen money and 1.:apital markets. &sides supporting 
the upgrading of hanking skills and techni4ues. the Central Bank en:.:ouragcd the finan1.:ial 
system to introdul·e new instruments such as floating rate NCDs ( negotiahk l·ertifo.:ate of 
deposit). and highly rated corporate borrowers were allowed to issue tenn notes hy way of 
private placements. Furthermore. the Central Bank had prepared a set of guiddines to 
standardize the issuance of pri\'ate Jehl securities. Tax incenti\'es were intnldul·ed in the 1989 
Federal Go\'ernment Budget to hdp de\'dop a more acti\'e market in corporate honds and 
unit trust. and promote the emerger.ce of a \'iable market in prop.:rty unit trusts. 

Con..-eming the regulatory framework. a major e\'iew of the hanking legislation was completed 
in 1988. and insurance companies were brought under the supervision of the Central Bank 
with eff\:l·t from 1 April 1988. Since .January 1989. the Central Bank has rearranged and 
impro\'cd its op.:n market operations whik the statutory rcscr\'e rc4uircmcnts of hanking 
institutions as wdl as the li4uidity ratios of commercial hanks and finance companies have 
been reduced to enhance tkxihility in asset-liability managcmem. In addition. a reform of 
the Export Credit Refinancing ( ECR I Sl·hemc is under way. with a \'iew to promoting hack ward 
linkages of the export industry and extending the ECR to a wide range of indirect exporters. 

Gmwth-orielll<'tl jisrnl policies 

Major ohjel·ti\·es of the government"s fiscal policy were to slrcngthen its financial position 
and to reduce the size of the public sector. albeit with an dfort to sustain cconomi1.: recovery 
through redeployment of development funds to construction and labour-intensive projc1.:ts. 
The sun·ess achieved so far in improving puhlic se1.:tor finances has been considerable. The 
consolidated public s1:1.:tor deficit (including Federal Government. 13 State Governments. 
statutory h1ldies. local governments. and 54 large non-finan1.:ial publi1.: enterprises 1NFPEsl) 
was rcdu1.:ed from 17.9 per cent of GDP in 1982 to 4.8 per ccnl in 1988. Most of !he 
improvement resulted from higher revenues and expenditure restraint al the Federal level. 
The finan1.:ial position of State Governments. the statulory hodics and the local governments 
remained weak hc1.:ausc of their narrow revenue hase. 

The decline in the huJgct Jdi1.:its was mirrored hy a fall in external financing hoth in 1987 
and 1988. mainly Jue to suhstantial repayments and prepayments of external loans. In contrast. 
recourse to domestic financing grew suhstantially in 1987 and 1988 accounting for 67 and 
71 per cent of total <leht oulstanding. respectively. Government scrnritics constilutcd ahout 
90 per cent of Jomcsti1.: Jehl l'UtstanJing in 1988. with the Employees !'roviJcnt Fund holding 
slightly kss than 60 per 1.:cnt of the total. 

The a1.:hicvement of revenue targets was fuelled largely hy higher oil prices and oil production 
as well as the more huoyant incomes in the non-oil economy. Measures introduced in 1988 
to widen the tax hase included a hrnadening of the sales tax. through a reduction in exemptions 
and restrictions on tax-free inputs. and the redefinition of allowahle deductions on life insurance 
companies. However. the .l per cent exn·ss profits tax on comp;mies was aholished as the 
first phase in a planned review of the corporate tax stru1.:ture. The 1988 hudget also included 
a two-year extension of the life of the reinvestment allowance. due to expire in 1988. and 
;m increase in the rate of allowan:.:e from 25 to 40 per cent. 

Other short-term measures implemented in 1988 induded the sale of government holdings 
in the national airlin•: 1MAS1 and the nation.ii shipping company 1MISC1 lo Bank Negara. 
Priva1i1alion was identified as one of the solutions lo resolve the prohlcms of NFPEs. The 
loss-making NFPEs had heen ahsorhing a large proportion of Federal allo1:ations lo fund 
operating expens'-·s. espe1.·ially to service their large deht hunlcn. 

Expenditures rnntinued to he restrain"'" in 1988, due mainly lo slcr..vcr growth of deht savi'-·e 
'-·hargcs and a 11101.krate increase of dcvcl11pm1.·nt ex(l\.·nditures. In this lat11.•r c1tcgory. how1.·vcr. 
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!hl.· I lJlN hudgc:l pwjc:\.-1\.·d an l.'\\."l.'plionally l;trgl.· in\.·rc:;1-.l.· of tl\l'f 70 pc:r t."l.'lll 10 -.!r\.·ngtlK·n 
!IK· pn xlt1t.·1ion h;1-.c: of the: c:n111omy and lo 1mpro\ c: c:-.-.t.·nrial -.c:n il.."l.''- :h ;1 rt.·-.uh t if ;1ddiuon;1I 
C:\pt.•ndillm: and 1.."han~t.·, in !ht.• !a\ 'Y -.h.'111. !ht.• "' t.•rall h<1d~!\.'l ddit.·ir \\a-. t.'\(X't."l\.'d (l1 \\ idl.·n 
to 7.X pc:r \.'l.'lll of (j()p in 1989. 

Thl.· 14X4 hudgl.'! hl\.·u-.c:d 1111 a rc:\;unping ,if the: la\ -.y-.1c:m. -.1rc:amlining t>f !;1\ i1K·l.·n!i\c:-. 
and dc:\c:loping lhl.· l.."apilal marl..c:l. T;1\ nK·a-.urc:-. indudc:d a 5 P'-'f \.·\.·Ill rc:dLKlion in lhl.· n1mpany 
and non-rc:-.idl.·fll innimc: la\ rate:-. fr11111-lO lo 35 pc:r l."C:lll: a gr;1dual aholi1i11n of !hl· dt.•\dopmc:nl 
!a\ -.tarting with a I pc:r t."C:nl rc:dL•l"lion from 1990: impo .. ition of ;1 5 pc:r \."C:ll! '' i!hholl';ng 
!a\ 1111 in!c:rc:-.1 dc:rih·d from long-tc:rm tl\c:d dc:po-.ii..: rt.·imp11-.i1i11n 11f a 5 pt.•r \.0 \.'lll -.ak-. la\ 
on 1.."C:rl;1in ti11x!-.1uff-. and huilding mal\.·rial: a -.1rc:amlining of alhl\\,1111.."C:-. gran!c:d unlkr Ill\.· 
Promotion of Im c:-.lmt.·111 Ad of I 9X'1: and -.omt.· amc:ndmt'llh 10 the: Pc:!rokum Inn lfllt' Ta\ :\l"l. 

\\"i1h :: ~ic:w 1t1 atYc:kra1ing gnl\\lh 111 th·_· pri\alc: 'l.'l"lor. the: g11\c:rnmc:m :1bo imrodUl.."t.'d 
a m1mlic:r of addi1ion;1I la\ dc:dul.."tion-. and C:\C:lllplion-. rd:1lc:d 111 :1gri1.."uhural and m cr-.t.·a-. 
t·on-.lrul.."lion projc:l.."h a-. wc:ll :.-. lo pri\alc: pnipt.·rty. Small--.\.·ak indu-.trit·, '' c:rc: granlc:d ;1 
numhc:r of la\ in1.."c:n1i,·c:-. induding pionc:c:r -.1a1u-. lo tho-.c: firm-.\\ hit.·h me:! -.pt.•t.·ifit.· lTilcria. 
And finally. the: 1989 hudgt'I prm·idc:d la\ intxnli\c:-. lo muhinalional t.·ompanil.'' 111 't'l up 
opc:ralional hc:ad4u:1rtt·r-. in \1alay-.ia. 

Srra i m 011 la hour policy 

\lala;. -.i:1 ·-. lahour polil"y i-. 1.."nn-.1rainc:d hy ;1 rapidly npamling lahour fort.·c: and a mi-.111;11d1 
ht:l\\C:c:n lahour ni...l and lahour prndLKli\ ily. whil.."h in turn rc:-.uhl·d fr11111 a -.harp i111.:n.:a-.t• 
in rc:al \\age:-. in the: c:arly 1980-. and rdali\c:ly high non-\, age: lahou1 01•.h. l·,pc:l·ially 
l:onlrihulion-. 10 the: PPF. Furthc:rmorc:. 1hc: la hour marlc:l ''a-. d1;1ra1.."lt'ri!l·d hy ,l., l'rt· 
imhalanl'l'"· Lahour 'hortagc:-. pc:r-.i-.1c:d in lhc: planlalinn -.c:l·lor '' hik !IK·r •. : \\a-. an m c:r-.upply 
of lahour in urhan arc:a-.. and dt•mand for difkrc:ll! -.I.ill Gtlt'goril·-. in t."t.'rla111 111an11fa1.."1uring 
ind11-.1ric:-. did n111 111a1d1 1hc: -.upply of highly -.1..ilkd lahour. kading 111 n H1-.i1kr;1hk gradual\.' 
Ulll'lll('h 1y llll'nl. 

SlnKlural unc:111ploy111l'nl rdkl"!l'd in part lhl· l.."lllll·c:rn of lhl· go\l'rllllll.'nl \\ ith rq!ard 111 
m:mr- ''' l.'r dl'\l.·lopml'lll flhrough puhlil· !raining progralllllll'' and linannal a...-.i,lalll'l' 111 highl'r 
l'dUl.."alion l and 111 -.ol·i • .l -.l·..:urily f hy prm iding in-.ur:ml·l· -.1..'n it.·t.·-. ). In rl'l"t.'nl y l'ar' lhl' 
aulhorilil'' ha\ c: 1:1h·n a numha of al"lion-. lo allt'\ iall' lhl' lahour 111;irh·1 -.i1u:1111m. induding 
\ ariou' progra1111nl'-. for lhc: di..'\ c:lopml'nl of -.1..ilb in dl.'111and and i111pro\ l'llll'lll in I ht· quality 
of labour. a-. \\l'll a-. Ill'\\ l'lllployml'nl -.d1l'ml'-. aiml'd -.pc:nfic11ly al gradualt"'· 'ud1 a-. thl' 
l'-.tahl i-.hnwnt of a National ( 'karing Jlou-.l' Ii ir ( iraduatt·-. and SI.. i I kd l'.111pl11y 111t·n1 f M · 1ICiSI'.1. 
the Tt·mporary l'.111ploy llll'llt Sdll.'llll' f initi;;ll'd in July I 1JX<11 and tht• Ciraduall· L1r111a' · 
Sdll'llll'. 

Tn l'n,url' wage: inl.."rl'a-.1..'-. l·11111111t·n-.ur:11c: with produl"li\ ity gr1l\\ th. till' gm l'flllllt'nt lahdkd 
~\.·\ a:il amc:ndml·nr.. 111 Ill\.' la hour kg i'lal ion. Thi..' aml·nd111•:nh. '' hid1 \\ l'fl' approh·d hy 
1';1rlia111c:n1 111 No\c:111hc:r l9XX. -.ought a111ong otlll'r thing' to rc:11111\t' rigiditil'-. in thl· lahour 
111arl..t·t and to prm i1k for ~rl·alt'r llnihility in till' 1kll'rrni1.oili11n of \\agl''· Tiil· dkl·r.. 111 
'ud1 llll':l'llrl''· hm\l'\ t'f. \\ill not ht· imml'lliall". Cnnt·l·rning lah1111r 'hortagl'' thl' g11h·rnml·n1 
l'•lJllin11l'd 111 grant 1x·nni"i11n l11 lht• pla111a1ion 'l'l°lor to l'mplo~ lnrl'iµn \\11rh·r, 1111 a rn111r;ll·t11al 
ha-.i-. lor limill'd tinll' pt·riod'. 

flro 1ia 1mdt• 110/in 

1\lth1111µh lhl· ).!O\l'flllllt'llt ad.,ptl'll an ·l'\port kd ind11,1rial ;:rm\lh. a' a ~l·~ 1nd11,1rial11al111n 
... 1r;11l'µ~. till' mnall tradl' polil·~ \\01lnl with a 'Ironµ hia' a).!<1111'1npor"1111hidl' ol ht'l' 
Tra1k /1111l·, f F('/,1. :\ larlor rnadt· larifl ,~ 'll'm all11r1kd hiµh ;111d \\ 11ll'l~ ""~ 111µ l'lkl'li\\.' 
rail'' 111 prolt'dion lo 1111p11rl 'uh-.1i111ti11n arl1\ 1lil'' \d11d1 \\a' 11111 halant·t·d h~ approprrall' 
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ini:i:nti\ i:"'.'. fi.lr t'Xports. Since the mid- I 980s. the authorities have undertaken to reduce this 
hia'.'. in tradi: policy hy n: ~·ii:wing their stance towards exchange rate policy and rationalizing 
dome,til· foi:al and financial incentives. 

lktwci:n 1985 and 1988 the value of the ringgit. in terms of a compositi: basket of currencies 
of \lalay'.'.ia·'.'. major trading partners. was allowed to depreciate by 32.6 per cent. offsetting 
'.'.Ollle of the di'.'.inl'entives to export. Concerning export finance. the Central Bank revamped 
the ECR '.'.Cherne to make it more flexible and increase coverage. To complement the ECR 
'.'.l·hi:mi: and to fal'ilitati: access to export financing. an insurance and guarantee scheme is 
hcing tinali1i:d by the Industrial Bank of Malaysia. 

Thi: impri:'.'.'.'.i\ e growth of manufactured exports in the second half of the 1980s was. however. 
onl~ partl~ attributable to these fXllicy changes. The international competitiveness of Malaysian 
produch increased due to rdativdy higher labour costs in competing. indu;;trially more 
ad,anced countries. This also improved Malaysia"s locational advantages for export-oriented 
fori:ign direi:t ime'.'.tment. To sustain manufadured exrxm growth in the 1990s. a tariff reforn1 
and furthi:r ri:,·iew of incentives for domestic sales would be essential. 

Co11.wructin· industrial policy 

Thi: rapid growth of the manufacturing sector has been regarded as a principal means of 
achii:ving \falaysia·s long-term development objectives formulated in the New Economic 
Polii:y. The strategy of rapid industrialization has hcen further emphasized in the Industrial 
\laster Plan I 1986 - 1995). During the last decade considerable progress has hcen made in 
mi:eting di:vclopment objectives. in particular the restructuring of employment and of industrial 
a"i:t m\ner'.'.hip. In the early 1980s. incn~asing concern had been expressed. however. over 
:1 numhcr of structural problems including weak intersectoral linkages. a narrow production 
hasi:. and a decline in private sector investment. The nee<l to strengthen private investment 
ha' emerged a' a key policy issue in the formulation of the Fitih Malaysia Plan I 1986-199()). 
T~e Plan emphasized hoth an improvement in the economic environment and a restructuring 
of publil' 'el'lor investment as a means of stimulating private investment. 

Tm,ards this end. a numher or measures have hcen taken over the last three years. The 
mi:a,ure' undertaken indude liheralization of licensing requirements under the Industrial 
Coordination Act llCAI: the relaxation of guidelines governing foreign equity participation: 
;md ml'reasing the availability of funds. including the estahlishment of the New Investment 
hind c ~IFl and the ASEAN-Japan D1~vdopment Fund to provide funding for priority pn~jel'ts 
;tnd 'mall- and medium-scale enterprises. A new Promotion of Investment Act Y.as introduced 
in I 98h to replace the administratively cumbersome Investment Incentives Act of 1968: the 
n'-'" :\i:t. '' hii:h has b.:en n:viseu in 1988. provides attractive tax incentives for the 
manufal'turing and ;1grii:ultural sectors. 

Si:\\.'ral additional measures were instituted in 1987 and 1988: Iii the Ex1:ess Profits Tax of 
·' per t·ent ";1, abolisht•d beginning from the year of assessment 1988. and the maximum 
t·orporate t;I\ rah: was reduced to 35 per cent: (ii) the reinvestment allowani:..: ·;,;a:; raised 
lrom 25 pcr i:ent to -lO pcr i:ent for two years with dfcct from January l988: I iii) the Accelerated 
lkpret·1;1tion AlloY.anl'e was extended for a further two years: and (iv) an Enterprise 
lkbhilit;1t1on Fund wa' estahlished with ;in initial funding of M$ 500 million to provide 
loan' at preferential rah:' of inlerest to Rumiputera lirms undertaking indu,trial restructuring. 
In addition. ;1 Cabinet Committee on Investment was formed to further expedite as well as 
111 ,1111plil) the prot"edure' for invc,tment applkations. A number of additional steps were 
la~en to red11t·e admini,trative delays at the federal and state ;.:vcls in proressing applications 

lor lin~n''"!! and tax exe111ptions. 

Tht• ahm i: d1an)!e' in !he regulatory and poli1:y fra111eworks elicited a favourable response 
lr11111 lnrt·i)!ll ;ind dome,tir investors alike. Following a 111mkrntc rernvcry in 1987. ;1 sharp 
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increase of over 21.6 per cent in private sector investment was achien.--J during 1988. There 
were indications that private fixed investment peaked in 1989. 

The government is fully committed to an objt.-ctive evah1ation of the existing industrial policies 
and rt.'\.·ommendations as embodied in the Malaysian Industrial Policy S;:idies (MIPS) and 
the Industrial Master Plan (IMP). In view of recent structural changes in the economy and 
recent industrial strategic thrusts to develop exports of high value-addt.-d products. the 
Government of Malaysia is striving to fommlate the Second Outline Perspective Plan (SOPP) 
for the period 1991-2000 and the Sixth Malaysia Plan (1991-1995). The government also 
intends to review tariff and tariff-related incentives and their impact on the manufacturing 
industry. 

C. ECONOMIC STRUCTURE 

With a pt•r capiw income of about $2.050 in 1989 Malaysia is firmly placed in the middle 
income r.mks of developing countries. High income growth over the last two decades reflected 
the country· s .-ich resource base and prudent macroeconomic management towards achieving 
economic growth and structural changes. As a major producer of rubber. palm oil and tin. 
Malaysia started its industrialization process much later than the Asian Newly Industrializing 
Economics (NIEs). Table 1.2 shows that manufacturing activities accounted only for ro.ighly 
14 per cent of GDP in 1970. This share had increased to nearly .:!O per cent by 1980. due 
largely to the spurt in foreign investment in the Free Trade Zones (fTZs). mostly in garments 
and electronics. and import-substituting investment. 

In the 1980s. the Government of Malaysia initially embarked upon an ambitious development 
strategy with emphasis on public sector construction-related infrastructure and investment 
in heavy manufacturing industries such as automobiles. cement. and iron and steel. This led 
to unsustainable fiscal and external current account deficits. Subsequent adjustment measures 
including industrial deregulation. cuts in public sector involvement in the economy. and the 
promotion of both local and foreigr: direct investment provided a strong boost to manufacturing 
output and export growth. A symbolic milestone in Malaysia's transition towards an 
industrializing nation was passed in 1987 when the manufacturing sector took a lead over 
a~riculture as the largest in the economy both with respect to production and export. 

The performance of the traditional economic activities. agriculture and mining. continued 
to remain vulnerable to fluctuations in commodity prices. and structural constraints within 
the sectors. Both sectors together accounted for slightly less than 45 per cent of GDP in 1970. 

By 1980 the share of agriculture in GDP tdl to 22.9 per cent. down from J0.7 per cent 
in 1970. and that of mining and quarrying foll to 10. I per cent. down from IJ.8 per cent 
in 1970 (sec Table 1.2). The 1980s experienced a further fall in the GDP share of agriculture 
for several consecutive years. while the share of mining in GDP oscillated around 10 per 
cent. According to the Central Bank's forecast for 1990. agriculture accounts for 19.8 per 
cent of GDP in 1990. while mining contributes 9.9 per cent to GDP. 

The most notable featun.: of the developments within the ;1gricultural sector was the rising 
prominence of palm oil and cocoa output al the expens..- of rubber production. These two 
product categories were - together with tropical timber - also the major agrirnltural export 
earners. Within mining activitie!>, the production of tin continued to suffer a downtrend in 
the face of depicting res·.:rves after 1980. which was reinforced by the colh1pse of th1: 
International Tin Counl'il buffer stock operations in 1984. This trend was reversed in 1989. 
However. the constant share of the mining set.·tor in CiDP was brought about mainly hy the 
inneasing contribution of petroleum production. 



Table 1.2. l,ona-term trends in origin and demand components of GDP, 1970-1989, selected years 
(In constant 1978 prices) 

1970-1975 1975-1980 1980-1985 1985-19891'' 1970 1975 1980 1985 
(Per •·ent change per annum) <Share in GDP! 

GDP 7.1 8.5 5.1 5.4 100 100 100 100 
Agri.·uhure. forc~lry and fishing 4.8 4.6 :u 5.0 30.7 27.6 22.9 20.8 
Mining and 4uarrying 0.4 8.8 5.9 4.5 13.8 9,9 I 0. I I0.5 
Manufacturing 11.5 11.7 5.2 12.2 13.9 17.0 19.6 19.7 
Other industry 7.4 13. I 5.8 -0.3 5.0 5.1 6.3 6.4 
Sen i•·e~. ct•·. 9.3 9.0 5.7 3.8 36.5 40.4 41.3 42.5 

lmpi.>rt' of go<>d' and 'cr\'i,·cs 5.1 15.7 4.7 9.3 43. I 39.I 53.7 52.5 

Pri\'atc con,umption 5.7 9.9 3.7 1.3 55.3 51.6 54.9 51.3 
G1" crnment ,·on,umpt ion 10.2 9.~I 4.0 1.6 14.:? 16.3 17.4 16.5 
Gn"' lhcd in\'cstmcnl 12.4 14.I 5.1 0.4 19.2 24.4 31.3 31.3 
E'Jll'rl' of go1>ds and NFS 5.9 9.11 7.1 13. I 50.9 411.0 511.8 55.K 

Gm" Jonw,tic ,a,·ings 3.9 16.0 6.1 2.(1''1 27.5 2.,,6 33.0 .'14.5 

1989>''' 

I 00 
20.5 
I 0. I 
25.3 

5.2 
40.0 

60.7 

43.7 
14.2 
25.8 
74.0 

32.0"' 

So11rn·: World Bank. Mci/11nia: M111d1i11g Ri.d:.~ cmd Rr11·1m/.1 i11 u Mi.1"1•1/ t:nmomy, Vol. 111: Stulislical Annex, Repnn No. 72011-MA (Wushin11111n. 
{)\;tohcr 1911111; Bani. Negara Malaysia . . 'f111111ul Rc·pon /9HH. I Kuala Lumpur, March 1989); Ministry of Finance Malaysia, f.'m1111111il' R1•p11rt /9HHIH9 
tKuala Lumpur. fktohcr 19881. 
" 1985-1988. 
" 1988. 
I' Prcl iminary . 
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~ (l\:rfomtark:\.' t•f tlk.- ~n i"·c x"\.·tor ha' tra<litionall~ lx'\:n aliglk'l1 \\ ith gnm th in i.lk.- majt•:­
\."\."onomi"· x"\.·tor .... During tlk.- I 97t).._ ...... n i"·"·' \."\panJt.-d I..'\ en more rapid I~ than GDP. anJ 
thi' x"\.1or·, ~re in GDP inat:a"--J ... ignifi"-antl~ until 19XO. Silk·c 111\:n. growth ha_, :o.tmk:"hat 
... 1a\."h·n"'l1- mainl~ in rc ... ponx· h• ... lo"cr t:\pan,ion of gmcmmt:nt. "·ornmunit~. ""':ial. anJ 
P'-·r .. onal ...... n i'-·"·'· t"tli; rhc ... harl..' of x·n i'-·c, JiJ not t:hange rnu"·h in tht: I 9Xt).._ Tht: owr.tll 
rapid grm\ th \\a" print:ipall~ Jue to ... utt ... tantial t:\pan ... ion anJ high imc ... 111-....nt ... in tr.tn'Jll'" 
anJ '-·ommuni"·ation ... a' \\di a_, finalk.·c. in ... uralk.·c. real ..-... talc. \\hok...ak and retail trader .... 
ho1d ... anJ re,taurant .... 

Sa\ ing .... •nJ im ..-... 1n-....n1 rat..-... arc high in \lala~ ... ia t:omparcd \\ ith t:ountric ... at ... imilar lt:\d" 
of Jt:\dopmcnt. Gm ..... national ...a\ ing ... an·ounk-d for J3. I (l\:r '-·cnt of G~P in 19XX. and 
kll marginal!~ to :!9.9 ~r "·cnt in llJlN. Th...- ...a\ing ... -imc ... 1mcn1 gap\\ iJcnt:J t:on ... iJcrattl~ 
in the earl~ 19Xl).._ rcat:hing a (l\:ak of 1-J (l\:r cent of GDP in llJX:!. \\ith a ... harp inaca ...... 
in puhlit: ...... t:tor imc ... tnl('nt anJ a Jcdint: in pri\alc ...a\ing .... Sint:c 19X7. htmt:\t:r_ tht: rate 
of ... a\ing ... ha .. t:\t:\.'t.'\J"-J the im·c,tmcnt rate. Th..- im·c .. tmcnt rate ~akcJ at ahmt: _H ~r 
'-·ent of GDP in I9X:!. Ha\ing Jcdint.-d ... 1..-aJily to at"tt•ut :!.J per l·cnt in 19X7. it rn~ to :!9 
per l"l..'nt in 1988. 

Sint:c lllXO. pri\ate ..a\ ing ... ha\t: ht:cn int:rea ... ingly generated tt~ the hou~htlJ ...ct:tc•r rath..:r 
th:.m h~ ct•rptJratitm .... and arc ht:ing '-·hanfk:lk-J into high return Im' ri ... k a ... ...cr.. \\hit:h finant:t: 
go\crnmt:nt Jdi"·ir.... The r"-Ji ... 1rihu1ion of ...a\ing ... from corptJration ... to hou ... cholJ .. ha ... al"• 
t:on ... traint:J pri\·atc im1· ... ~.ncnt h~ introducing a mi ... match ht:twccn the ri ... L. prnfik ... of .. awr" 
and im·c,ror .... Thi" ha.' 1tt:t:urr"-J lxYau ...... a ... i1:eahk portion ofhou...cholJ ...;i\ing ... i" channt:lk-J 
through mm-hank in ... ritution ....... ut:h a' pnwiJcnt and mutual fund .... in ... urant:c t:ompanie ... and 
t:o-operati\e ... Tht:) purt:ha...c g1n·crnmt:nt ...crnritie ... ;.nd other high 4ualit~ a ..... ..-r... and reduce 
the a\ailahility of c4uity and other ri .. L.-fin;mt:c lo the t:orpt•rate ...c'-·ror. 

One i:on"t.'4ucnt:i: of high puhlit: im ...- ... uncnt anJ large mi:rall Jdicii.. ha, ht:cn an t:\ptlnt:ntial 
ri ...... in total puhli'-· inti:rnal and e\lernal Jehl. Whik thi: gm ermm:nt h;1" ... ut:cc""'ull~ m;magcd 
t:\tt:rnal tlcht hy limiting new homm ing .... rdinant:ing old. high in1t:re ... 1 r;1ti: Jehl. ;and pri:pa~ ing 
othi:r loan .... ;hi:rt:h) m;1intaining thi: tli:ht ...cnii:e ratio at \t:ry comtimahk k\t:b. it ha ..... 1eaJil) 
huilt up inti:rnal tli:ht to finance e\pentlitur...-.... Thi: hurJi:n of ... en i"·ing thi" Ji:hl i" ... uh ... tantial 
I int...-ri: ... t alone amounti:J to owr IO per '-·i:nt nf GNP in reci:nt yi:;ar .. 1 ;.ntl ... uhji:t:t to ... harp 
tlu'-·tu;uion .. in rt:'Jll'""i: to gloh;1I i:hang...-... in inti:r...-... 1 and t:\\.·h;mgi: rat...-.... 

Thi: hull of fori:ign tliri:ct im ...- ... 1111i:nt \\;a.. diri:"·ti:d at n: ... our'-·i:-ha ... ...-tl in1.tu ... 1rii: .. anti thi: 
t:\ploit;11ion of l1-..:;1tion;1I ad\;m1;1gi: ... in J·TZ ... 1di:'-·1ri'-·;1I ;md dt:'-·1ronio indu ... 1ri'-·'· g;ir111i:n1 .. 1. 

Whik 1hi: gm"·rnmi:nt i ... '-·on ... 1an1ly imprm in)! thi: 111;i...-n....-'-·1momi1.· poli1.·y i:m ironnl\.·nt h• 

,u ... 1;1in thi: p;Ki: of i:t:onomi'-· ri:cn\t:ry. pri\ alt: im ...- ... 1111i:nt i" '-"''"'itl1.·ri:d a' 1hi: h·~ lo gnl\\ 1h 
pro,lx-'-·" in 1hi: I 'NCI,. 

D. ECONOMIC PROSPECTS 

Ua\ in)! r.:1.·m...-r1.·tl "di m 1hi: lal1.' l9XO'. 1hi: cnmomy of \1;il;1y,ia ''·on 1h1.· lhr'-•,holtl of 
a OI..'\\ 1k~-;1tl"·. f;i...-ing 1111\nl Jlfl"Jl'-·1.·" for ,u,1;11ning a rohu'I p;11.·"· of i:1.·ono111i1.· 1.•\pan ... i11n. 
Wh"·rhi:r 1h1.· rn·11\ "·ry "·;m ht: ,u,1;1in1.·tl tx·y nntl 1990 "ill 1kJl'-·ntl nn p. th1.·ic' i111pknwn11.·tl 
111 1kal "11h 1tw '' rul"lural "c;1li. n1.·"c' f;Klll)! lht: "·1.·11n11111y _ 

Th"· 'lrul"lural \\ 1.·ali.n1.·"1.·, ;ind r1.•,ih1.·n1."1.' 11l 1hi: \lala~ ,j;m c.·11n11111y tx·1.·;1111\.· app;ir"·nl 111 lh"· 
''-"(11nd h;1ll 11l 1tw I 9XO,. Th1.· n;1rr11\\ 111d11,1r1al ha,1.-. lh\.· 1kJl"'n1knl"1.' 1111 l·o1111111111ili1.·, lhal 
1."11111111111.· II• tx· \ uln1.·roihk 111 }!rO\\ 111!! 1.·0111Jl'-·lil111n from In\\ ·1.·,,,, l'1.·11n11111i1.·, Ill 1h1.· rl'~inn. 
1tw pr11hk11111l 111wmpl11y 111'-·n1. a 'h11rl<1!!1.' of ,i..111, .. 111 ma-,111.·d puhhl '"'l"lnr ;mil ;m O\l'r· 
r1.'l!t1bll·d 1.'l"111111111~ 1.·on,1111111.· lh1.· 111;1111 \\1.';1li.1w""'' ol llll' l'l"11n11111y. Th1.· r"·,1h1.·n1.·1.· 11l th1.· 
'-''-·11n11111y ''"'Ill' lrnm. ,,,,,.,. 11/t11. rl·dul"nl hud}!1.'l;ir~ ddi1.·11. tx·11l·r 111an;1}!1.'l111.'nl nf 1.•\lanal 



The Economic Environment 13 

Jehl. ta.\ refom1s. changt.>s in the invt.'Slment ioc-entives and tariff pmk'\."lion. realistic exchange 
rJte management. other financial rdom1s and pri\·atization. The long-term growth prospt.-cts 
will depend not only on the global and regional em·i .-nmenl. but also the domestic 
em·ironmenl. * 

The principal sources of growth in the medium term are expected to be the pri\·ate St.>ctor 
on the demand side and the manufacturing St.'Ctor on the supply side. The growth in private 
St.'\."lor inwstment is expected to remain strong. The present environment. with low exchange 
rJtes. low interest rJtes. and reduced corporate taxes. is favourable for domestic and fi.lreign 
im·t.'Slors. Also. mea.-;ures have been taken over the pa_-;t two years to srreamline administrati,·e 
procedures and liberJlize the business environment. Furt:1er relaxation of the Industrial 
Coordination Act and pragmatic implementation of the New Economic Policy could fuel a 
heahhy pace of economic expansion. 

In quantitative terms. both IMP and World Bank projections indicate that Malaysia ·s GDP 
could continue to grow at about 6 per cent (in constant prices) well into the 1990s. Concerning 
manufacturing value added (MVA1. IMP projections were surpasSt.'d by actual events in 1988 
and 1989. It appears more likely that manufacturing will continue to sustain a douhle-Jigit 
growth rate. 

To achieve these results. investment growth should continue to outstrip GDP growth. although 
by smaller amounts. According to the Central Bank. $8. 79 billion worth of private investments 
will be needed to meet the 1990 GDP growth forecast of 8.3 per cenl. Fixed investment 
growth will need to average about 9 per cent over the next decade. This may be made possibk 
only as a rt.>sult of private consumption growing foster than GDP. providing the demand stimulus 
to support investmenl. Additionally. public investment sh1mld start to pick up once the public 
finance situation stabilizes in 1991 . Foreign direct investment should also continue to be a 
prime mm·er in im·estment growth over the medi:.1m term. Thus. im·estment-kd growth is 
in the offing. 

Prospects for export growth are kss farnurabk in the 1990s according to the World Bank 
projections.** Petroleum exports are likely to stabilize at the 1988 k\cl: ruhber. tin ;md 
saw log \olume growth is also expected to be Ila!. The sole remaining areas of dyn;unism 
will be in p;ilm oil. manufacturing. ;ind other exports. Over;ill. 1988-1991 nominal expoli 
growth would dedine to 8.3 per cent. and maint;1in this level ;ipproximately there;ifter. 

Imports would grow faster than exports as ;n1ermediate inputs for manufacturing pick up 
and as the strm:turc of domestic demand shifts towards private consumption and investment. 
Nevertheless. because exports start from a hase that is greater than the import le\ cl. the 
merchandise goo&; halance is projected to deteriorate slowly over the next del·adl·. 

With conrinucd fiscal restraint and as a result of the gO\ernmcnt\. deht prcpaymcnl program111e. 
lhe projected sccn;1rio shows ;1 considerahle long-l~rrn i111prove111cn1 in :\falaysia · s ex1crn;1l 
dehl posilion. Total medium- and long-term dehl would fall 111argin;1lly from 74 per '-"'-'nl 
of GDP in 1987 10 T:. per '-·cnl hy 1997. The m·er;ill dehl seni'-·c r;11io. i~mporarily r;1i,cd 
hy 1he dehl prepaymem programme. would fall. These indic;11or' all poinl lo lhc '-·onlinucd 
po,ition of ~.irong '-·redi1worthine" held hy :\falay ,i;1. which should cnahk 1hc '-·oumry 10 
ohlain good lcrm' on hanl.. credils and lo 1110\C inlo nl'w. 11111rc suiiahk ;md dih·rsilil·d linancial 
111arh·h for ii, dc\cloprnenl rl'quirernenh. 

· h•r .111.1hl1\.1I 1111<·rpr<'l.1l1""' nf '""r,,·, "' ~'""lh HI 1h,· h•n~ 1,·r·11 .mil 1hr,'<' .11!n11.1l1\,· ~r.,\\lh ''"11.1r11" 
1 .. r 1h,· p1:ri1~I 1•1'11 .?INNI. '"" \l.il.1\,1,111 h"111111,· "' f·,,.11.,1111, H,·,,-.ird1. .\111/1111111·1 /011.: R1111i:1 /,,,,,,,,,,,, 

( '"""''{ !•NI :01111 /'11•11•··· /I,,., 1> .. 111>1111i: ,,,, \11/11•1111/ /'1,. ( ",11•11.1 ,,,, .. ,,,,., 1\11.il.1 I 11mpur. '"\Crllbn l'IX111 

· · \\,.rl1l ll.111~. \1,1/,1111,1 \f,11. ,,,,,,. R1141 ,,,,,/ R, .,,,,,/1 '"'' \1111-.// ,,.,,,.,,,11\\."hml!rnn. I hh•lli:r 1•1ss1. Hq'>•rl 
'" ~ :11s \I \ 



STRUCTURE AND PERFORMANCE OF 
THE MANUFACTURING SECTOR 

A. GROWTH AND STRUCTURAL CHANGE 

At Independence in 1957 the manufacturing sector accounted for less than 8 per cent of GDP 
and was he~vily dominated by primary processing activities with relatively large 
establishments.* Processing of estate-type agricultural products (mainly palm oil and coconut 
oil processing) accounted for more than half of the manufacturing output. though enterprises 
in these manufacturing activities constituted less than 4 per cent of establishments. The two 
industries which ranked next in output size were also mainly primary processing: food 
manuf ;,:turing (grain and oil milling) and manufacture of wood (saw-milling). The changing 
composition of MVA over the decades dearly shifted away from the dependence on processing 
of primary commodities towards the exploitation of the country·s relative comparative 
advantages hased on the availabilitv of labour and !'kills. However. this comparative advantage 
is now at stake ;n some segments of manufacturing due to the rising unit cost of lahour. 

Manufacturing growth and structural change gained momentum only in the 1960s when offkial 
policy. disillusioned hy a steady worsening of the country· s tem1s of trade. turned its attention 
to the development of manufacturing. Manufacturing output recorded an 11.5 per cent increase 
per annum hctween 1960 and 1970 and the sector·s share in GDP had risen to around 14 
per cent hy 1970. p;artly as a result of a variely of fiscal incentives and physical facilities 
provided for investment in manufacturing. su'-·h as lax exemptions. tariff prolection. fin.mci;il 
;assistance ;md industrial sites. 

The sour'-·es of rapid industrial expansion. especially until 1968. were domestic demand 
e'!.pansion and import suhstitution: exports played only ;m insignificant role. Virtually 
uninterrupted growth of output was accompanied hy suhstantial slrm:tural ch;mge. Pnl\:essing 
of '-'slate-type pnl\lucts lost its dominating position during the 1960s while the food industry 
rnpi<lly expanded and had overt;1ken the former industry in terms of gross output hy 1968. 
when the shares of the two industries represented i 8.5 and '!.'!.. 7 per cent. respe'-·tivcly. Other 
industrie' which si~nifi'-·;mtly inaeased their output shares in1.:luded tohacco. ruhhcr. textiles. 
wocl\I pnl\lucts. diemiL·als. petroleum and rnal pnl\hK·ts. non-met;1lli'-· mineral pnl\lucts. h;1si1: 
metals and metal pnl\lucls. i.e .. industries pnl\lucing non-durahle wnsumer J:!O<l\ls or 
intermedi;atcs. ils well as industries pnl\h11:in1:? rnnsumer durahles and investment J:!Ocl\ls sw.:h 
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as ekl·trii:al and non-dei:trii:al machinery and tr.msport equipment. Howe\ er. '.\lalaysia · s 
industrial sei:tor l·ontinut.-d to depend on primary l·ommodity pn"-·essing ai:ti,·ities hy the end 
of the 1960s. 

The easy phase of import suhstitution was nearly :ompkk-d hy 1973 when around 90 per 
cent of durahk and non-Jurahk i:onsumer goods and intermt.-diate goods w.:re produi:t.-d 
domestil·ally. * By the late 1960s manufai:turing industries tendt.'ll to hei:ome more export­
orienk'll. and external demand emergt.-d as a major souri:e of industrial growth in the 197~. 
The increasing orientation towards world markets stimulak-d i:ontinut.'ll r.ipid growth of output 
and was ai:i:ompanied hy a i:hanging i:omposition of manufai:turing produi:tion. 

Gross manufai:turing output ini:reaSt.-d at 10.8 per i:ent per annum during 1970- 1980. mui:h 
fa:•ter than output of all resouri:e-ha."'--J industries exi:ep1 proi:essing of t.>state-type agricultur.il 
pnldul·ts (Sl.>e Tahle 11.11. Leading growth industries were te.,tiks and \\earing apparel. 
elei:trii:al and electronii: mai:hinery and appliances. transport equipment. and other 
manufai:tures. most of which had attracted foreign capital and were locatt.-d in Frt.>e Trade 
Zones ( FTZs). The large increa.~ in the production index of the elet.1rii:al industry wa.' mainly 
aci:ounll.-d ti.lr by the pnxlut.1ion of ek'l.'tronic components and sub-a.,semblies for incorpor.llion 
in office machinery. radios and television sets. Export-oriented products lisk-d under ·other 
manuf1cturing· i:omprise mainly scientific and op1ical instruments. This industry haJ registerl.-J 
phenomenal output growth in the 1970s. based on the pnxluction of professional. scientific. 
medical. optii: and photographic apparatus. measuring anJ controlling instruments. 
photographii: and cinematographic supplies. as well as wati:hes and ck1cks. 

The rapid output growth of transport equipment i:onstitutes a spei:ial case. This industry. 
which pnxluces passenger and commercial vehicles as well as two wheelers (mopeds. 
motorcycles and SClXllcrs). was launched in 1967 when the '.\1alaysian Government apprm·ed 
the estahlishment of 6 assembly plants. In the 1970s. it hecame a core ai:ti\ity for the 
government"s driw into se.:nnd-stage import suhstitution. The industry was promoted hv high 
tariffs. stringent import licensing and quantitati,·e restrictions. Output largely i:onsisted of 
assembly of imported parts and components. replal·ing imports of completely huilt-up four 
and two-wheelers. Because of the small size of the domestii: market. produi:tion could not 
he expanded signifii:antly in the 1970s to reai:h the minimum efficient scale. and linkages 
to other domestii: industries remained negligihle. 

In the first half of the 1980s. manufai:turing proJuction grew on a\-erage al a slower pai:e 
than during the preceding dei:ade. and the growth rate of the pnxtui:tion index even turned 
negative in the wake of ernnomic recession in 1985 (Sl.'C Table II. I). The pace of manufat.1uring 
expansion fell short of the Fourth Malaysia Plan 11981 - 1985) tar)!et of 11 per i:ent. 
Manufacturing output registered no more than a 5.J per cent ini:rcase in real terms during 
the Plan period. 

Internal amt external fai:tors rnntributed to the slow pace of industrial growth in the first 
half of the 1980s. The 1981 - 1982 ren:ssion in indus1riali1ed i:ountries comhined with a 
deterioration of Malaysia ·s terms of trade disl·ouraged private in\estment which was further 
d;unpcncd hy cxi:css capai:ity. foiling profits. rising wsts of lin;ml·e. puhlic intlucncc on pri\ale 
dei:ision·making and loss of i:ompc1i1ivcness in trade due lo rising unit l;1hour i:osts in 
manufacturing. Notah le c.\l'Cplions 10 thi:-. trend were petroleum refineries and output of 
i:onslrul·tion-rclalcd materi;1ls I cement. etc). which henditcd from the government-indui:ed 
wnstrui:lion hoom in 1981 -1984. Furthermore. strongly cxport·orienled al·ti\ilics slll'h ;1s 
the clci:trii:al machinery induslr~ in partii:ul;ir were ahlc to sustain their rapid c\p;msion al 
least until 1984 (sec Tahlc 11.11. 
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~ r\.'\.·m·el')· afier the n.'\.-cssion wa.-. again kd by export-oriented industri\.'S. notably ek"\.1rical 
machin.:I')· and ru~r proJucts. In the second hali of the 1980s. the dt."\.1rical machine!')· 
industl')· wa.-. fimtly· \.'StablisheJ a.-. the largest manufa\.1uring a\.1i\·ity in tem1s of its share 
in manufacturing \·alue adJ\.-d cMVA) csc..--e Table IL~>. Output expanded r..apidly in 1987 and 
1988. in particular with respt.'Ct to the pn-.duction of semi-conductors and other electronics 
components. This notable perli.lrmaoce. which was mainly attributed to the continued high 
export orders from the United States. Jap<'n. Europe. and Hong Kong. wa.-. the result of the 
upsurge in end-user dt.'Olallll for personal t."llOlpUters. tdn"ll111111unit.-ations equi~nt. mn..-.umer 
dn1roni\."S products and motors as well a.-. the rdocati!ln of Japanese in\·estments twersca.' 
and the introduction of new produt."1 lines anJ capacity expansion by local manufacturers. 
In line: \\ ith the strong external anJ donit.-stic dc:mand. the output of r..aJios anJ tele\'ision 
sch. household refriger..ators and air-conditioners too grew r..apidly by 33. l per cent and -'9.8 
per cent in 1987 and 1988. res(l\."\.1iwly. 

A major factor contributing to the rapid c:xpansion of the production of electrical good-. was 
the n.>Jt.-ployment of sewr..al trammational firms to Malaysia. Malaysia is emerging a.' a leat.ling 
producer of colour tde\·ision sets. bcsid\.'S being the world"s sc.."\.·ond largest producer of air-­
conditioners. A slower expansion of the electrical machinery industl')· in 1989 was largely 
due to slower growth of ek'Ctronic components resulting from a slump in demand for final 
products. 

, 
As more new manufacturing estahlishmems came on stream to meet the strong upsurge in 
ex:ernal demand for latex products. output of lhe rubher-ba.'it.-d industrit.>s. kd by a rc:markablc: 
growth nf !59.5 per cent in the production of rubber glows in 1988. rose significantly and 
the inJustl')· ranked .a~ the third largest in Malaysia with a 7 .8 per \."C:nt share: in MV A in 
1988 (St.~ Tabk 11.:.:1. This significant performance follows from the greater world-wide safety 
consciousness which has resulted in a phenomenal increase in the world-wide demand fi.lr 
namination gl,n-es and prophylactics. Currently. Malaysia is a world leading exporter of 
examination glo\"es. There were -'::! establishments manufacturing examination glows with 
a total installed production capacity of ::!A9::! million pairs pt•r year in 1987. Another 108 
similar establishmc:nts were apprm·ed by the Malavsian Industrial lkwlopment Authority 
I ~11DAI in the first scv1.·n months of 1988. Other rubber products whose output also expandeJ 
sharply included processed latex as wdl as tyres and rubes in rcsptmsc to the higher domestic 
demand for passenger cars :ind hca\"y transptlrt Cl(Uipment. Following a significant rise in 
19X8. production of ruhber products faltered 10 15.:! per ecol in 1989 as ruhber re-milling 
acti\"ily declined sharply in the wake of falling dem;md for latex products. 

The growth performance of the other export-oriented suhsecrnrs showed mixed trends. The 
production of wnod-hased products h:xcluding furniture I had rebounded strongly in 1987. 
hut output growth sl;1ckcned to ;1111nre 111oder;1te pace in 19XX and faltered further in 19X9. 
Thi.' industry suffered ;1 declining treml in its contrihution In '.\1VA since the pc;1k of 11.9 
per cent in l97n. !Sinn· 19X5. the inllustry"s 'hare in MV A has oscillated ;1rounll n.5 per 
1:en1.1 Similar ,kdining trends "'-'rl.' ohscrwd with re,pccr 10 ocher prima~ proce"ing ;1cli\ itie' 
'uch as kathl.'r ;mll fur products. f11otwe;1r. furniture. non-metallic mineral products ;md non­
k·rrolh metals. (ii\1.'ll lhl.' l·11111pe1iti11n from other lahour ;1hundam l·11untrie,_ lhl· 'lll°l·e" of 
"u'-·h a ,pt.·(i;11i1a1ion in lahour- ;ind .,i..ill-inlen'i'e indu.,tries depend' on unit l;1hour '-·o,ts 
in '.\lalay 'ia "" l·nmpared 111 neighhouring '-·ountri'-·' 'lKh ;1., Thail;md and lndon'-·,ia. Th'-· 
rdati\l.·ly high lahour l°O'ts in '.\faby ,i;1 Sl'l.'111 to ha\I.' d;1mpcnl·d the rc .. ·o\l.·ry of thc 11.'xtilc' 
and \\l."aring appard imh1,1ry. Sllll.°l." 19Xn. ';1lu'-· ad,kd of ll·xrik' inl·fl.'a''-·d only 11111tkra1dy 
v. hik thal of \h\aring appard '-·x .. ·cclkd th'-· 111;111ufadurin~ ;1\l.·ra~'-·. Th'-· indu,try 'har'-· in 
~IV:\ dcdmcd from aln•o't 7 per l°l'lll in 1'>7X lo 5.5 pt.•r l°l.'111 in 1988. Thc lnlik and V.l';1nng 
appard indu,1ry almo'I douhkd ih produ'-·1ion in 1989 a' a fl"'uh ol a '1gnif1 .. ·;1111 llll°rl';1,l' 
m lhl· produl·tion of 'Ylllhl'lll. lcxlik'. lnit\H'ar ;111d V.l'aring appard. Rapid l·xpan,1011 of 
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I'~. II.A. Indicts ofmanuracturing production b~· branches of industry. 1981-1989(1981=100) 
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output was also due to upgrading programmes implemented by several textile and wearing 
appard produn:rs. The im!ustry endeavours to make inroads into new market destinations 
in the \fiddle East. Japan. Australia and Hong Kong. 

\lost of the domestic market-oriented industries also participated in the recovery in 1987 
and 1988 when domestic demand increased alongside with disposable incomes and export 
sales impro\ed as manufacturers enjoyed better price competitiveness in overseas markets. 
During the first se\en months of 1988 increased domestic consumption stimulated the food. 
hewragcs and tobacco industries to step up production by 14.4 per cer.t compared with the 
same period in 1987. In particular. the production of dairy products. flour and palm oil products 
incn:aSt.'d sharply by 20 per cent. 18.8 per cent and 16 per cent. respectively. Increases between 
11 and 13 per cent were also recorded in the production of prepared animal feeds. palm kernel 
011 and biscuits. Within the beverages industries. the production of malt liquors and malt 
had expanded fa\'liurably by 16.8 per cent during the perio<l under revi·~\\·. Similarly tobacco 
manufacturing had also increased by 20. I per cent compared with the same period in 1987. 
The 3 subsectors taken together accounted for 2 l .4 per cent of MV A in 1988. i.e .. together 
they constituted the se.:ond largest industrial subsector. Food products. beverages and tobacco 
sufkred faltering rates of growth in 1989. 

Output of iron and steel basic industries rose by 19. 7 per cent in 1987 and accelerated by 
25.2 per cent in 1988. Underlying the sharp output increase were the more buoyant domestic 
manufacturing and investment activities as well as the ability of the local manufacturers to 
din:rsify into the export market. aided by the more competitive ringgil. This was retlecteo 
by the 28.3 per cent incr.:asc in the output of iron and steel bars and rods following the increa~c 
in export volume as well as improvements in construction activities in the first seven months 
of 1988. Similarly. the output of galvanized iron sheets as well as welded iron. steel pipes 
and tubes incrc;;:;cd significantly. This basic metal industry registered only a modest growth 
of 9.1 per cent in 1989 as a result of raw material shortages and rising costs of imported 
srrap metals. In terms of MV A. the industry has maintained a roughly 2 per cent share 
throughout the 1970s and 1980s. 

Similar rather constant shares of MV A were recorded for industrial and other rhcmical 
products. The industry's rapid growth of output in 1988 and 1989 was stimulated by rising 
domestic demand for paints and cleaning materials in line with buoy;.int activity in the 
wnstruction sector and increased assembly of motor vehicles. Growth was also attributable 
to the increased demand for industrial gases by lhe electronics. steel and !leverages industries. 
On the other hand. the output of fertilizers and pesticides declined in 1989 due to lower demand 
h~ the -.mallholder-. · -.ector. 

The rnntrihution of the transport industries to MV A declined considerably in recent years 
lrom owr 4 per cent in the early 1980s lo no more than 2 .2 per cent in 1988. The production 
imln -.howcd a sharp reduction of output in 1986 from wh:ch the industry did not fully rec11\W 
until n:n~ntly. Yet. .-.,llowing a slight turnaround in 1987. outpur growth in the transport 
e4uip111cn1 scl·tor accelerated lo 75. 2 per cent in 1988. largely allrihutable to the higher domestic 
dt"mand for passenger cars and commercial vehicles. The higher disposable income ari,.ing 
from improved rnmmodity prices together with the introduction of new model-. and the 
'lll°l"l"''ful penetration of the national car. PROTON SAGA. ;nto the overseas market boosted 
output growth in tht" scl'tor. The m;rnufal'lure and assemhly of motor vehicles. motor l·ycles 
and 'coolers a-. \\ell as rhe pnKIUl'tion of motor vehicle hodies grew signilil'anrly in recent 
~l·ar,. However. pnKlul'lion of motor vehicle parts and accessories declined sharply in 1989. 

Buoyt"d hy 'lrong external demand and recovery in the wnstrul'tion scl·tor. par1iculady towards 
lhl· latter part of the year. the wnstrul'lion-rclaled industries recorded high growth rates in 
I 'JXX. < >f significance was the turn;iround in the non-metallil' mineral pnKlucts industry. which 
rq:i,rcrl'd a rernrd growth of 19.9 per cent aftrr three consecutive years of decline. The 
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Fag. 11.B. Composition of manufacturing uhre added ('.\l\'A). 1970. 1980 and 1988 (Percentage) 
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turnaround in non-metallic production was due to the n.-co\·er)" in local demand as well as 
the aggressi\·e efforts of SC:\'eral major cement produl"Crs to di\·ersify into the export market 
in \'iew of the excess in production capacity. Ahhough the production of l"Cment increa~-J 
by 18.5 per l·ent to 3.5 million tonnes in 1988. there were reported shortages of supply in 
the domestic market towards the end of the year when domestic demand pickt.-J up. In 1989 
non-metallic miner.ti products n.-cord'"-J a 26.0 per cent increase: in output. 

B. MANUFACTURING EMPLOYMENT 

Malaysia"s labour force was estimatt.-J at 6.6 million in 1988. growing at 3.1 per cent per 
annum. The growth of total employment a\'er.tged only 2.6 per cent in 1986-1989. The 
discrepancy between labour absorption and labour force growth resultt.-J in increa.,ing 
i.:nemployment during the 1980s. reaching an unpn.-ceJentt.-J kwl of 8.1 per cent in 1988 
compared to 5.6 per cent in 1983. The re\·i~-J estimate of unemployment stood at 7.6 per 
cent for 1990. 

In 1975-1986. employment creation in manufacturing. however. dearly outpan.-J the growth 
ii labour force !Table 11.3}. At the thn .. -e digit ISIC level. six industries accounted for more 
than 60 per cent of total employment of the manuf;K1uring ~-ctor in 1986. These: industries 

Table 11.3. Gro"th and structure of manufacturi~ emplo~lllftll. 1975-1986 

Emplo~ m.:nl 
gn•"lh Shar.: in 101al 

tp.:r .:.:nu f P.:r.:.:niag.: I 
Manufa.:turmg ,u1>...:.:1or 1ISIC1 1975 - 19Mh 1975 19Mtl 

Total manufacturiRJt 13001 4.CM 100.0 100.0 
FooJ proJu.:h t.H I I 

·' 11-i 
l:!.9 I :!.t> 

8.:\ crag.:' 1.l '-' 1 :!.Mt> I.-' I.:! 
T ol>a.:.:o 1.l t .i I - :!.:!II 1.9 Cl 9 
T.:,111.:, 1J:!t 1 -cuo to.Cl h :! 
Wcarmg appar.:I. .:K.:pt fool".:ar 1.l:!:!1 9 .O:! ' -.. / h.I 
L.:alh.:r proJu.:I' f J:!J I :!.07 Cl.:? II.I 
F.>t>l".:ar. <:\.:<:Jll rul>h.:r or pla,11.: 1.l:!.i1 - J.09 0.5 0 :! 
Wc>t>t.l proJu.:h. <:\•·.:pl furnuur.: I J.l 11 1.75 15 5 I:!:? 
Furnuur.:. <:\.:<:pl m.:tal 1.U:!1 -'.:!Cl I.; 1.7 
Pap.:r anJ pri>t.lu.:1' f J.i I I 5. 91 I.:! 1.i 
Prinung anJ pu1>11,hmg '·'-':! 1 :!.55 5.0 .i ' 
lnJu,1rial ch.:mi.:al' 1.'511 .i .l5 I. I I:! 
01h.:r .:h.:mical' ! J5:! 1 .l.:?.i , , 

:!.Cl 
P.:1rol.:um rdin.:ri.:' O:'iJ1 hCl.i Cl.:! O .. l 
Mi'.:. p.:trokum anJ coal pn>t.luch 1.l:'i.i1 15. :t. 0.1 0. :! 
Ruhh.:r pri>t.luch f .l55 I 0.07 9.-' t>.O 
Pla,li.: pri>t.lu.:h I J:'ih> h.h:? :? . .i J. I 
Pon.:11. china. canh.:n"ar.: I Jh I I 11 .l5 Cl.:? 0 .i 
Cila" anc.I pri>t.luch '-'":!I ·' I:! 05 0.5 
01h1·r non-m.:tallic min.:ral producl' Llh91 5 511 .l.'1 .i.h 

Iron ;md ,1.:d 0 711 ·'.MO 
, , , , 

:'llon-f.:rro1i- mclal' d7:!1 '-'--'-' IU 0.7 
h1hrll'alcd mc1;1I produch 1 .lM I 1 ·' 5.i 

.i h .i .i 

~fa,·hincr}. c\<.:.:pl d.:.:lrll'al f .lM:! I :?.95 ·' :! 
:?.M 

Ma.·hmcr} CICl'lrll' I .lM.l, 11.9.i Ill K 17 •) 
Tran,pon .:4111pm«nl 1.lM.i1 .i.h:! ·' ., .JI 
Prof.:"ional and "·1.:n1ifil' .:4u1p111.:n1 1.'M:'i 1 lh.1111 Cl·' I I 
Other manufa.:tur.:d pri>th1.:h 0 1Hh M . .N 1.0 I . fl 

S111ir.-,.: Stall,11•'' ;m.t Sun.:} trnn. I: NllX> Jfa,c•I on clala 'upph•·•I h} thl' l'nlll'd :'lla1111n' Staf ;'ll•'ill Olfin'. 
""h .:'11111;11,·, h~ rh.: I !NllX> S.:crc:lariat. 



Structure and Performance oi the Manufacturing Sector 27 

indlllk ii:10J proJ1.k:t'. lcxlik-s. wearing appard. wooJ pnlllu'-1..'. rut.her pnlllU\."ts and ck'\.'1rical 
machint:~·. The lar1'!'-'Sl employer wa.' lhe indust~ pnlllucing ck'\.'1rit:al madtint:~· whi'-·h 
Olel.'llllnk-d ii.1r roughl~ 18 per ccnl of lolal cmploy·mcnl in lhe manufacluring ~'\."tor in 1986. 
Foc.lll and wood pnlllucts l.'lll'llrihuk-d more lhan I:! per '-·cnl each lo lolal manufacluring 
cmploynk.-nl. 

The stru'-"turc of industrial cmployuk~nl ha..' chang'--J con:-.idcr.ibl~ owr lhe years. During 
1979-1986. emplo~n~nl in lhe lohacco. lexlik-s. foolwcar and ruhhcr producl induslril.>s 
dt..-clilk.-d ewn in absolule lerms. In son~ indu:-.lril.'S lhe creation of nt:W johs lagg'--J behind 
lhe manuf3\.'1uring awr.igc. and the share of these industries in 101al employn~nt d'--clilk.-d. 
l.'SPl."\:ially in wo1.lll pnlllucts. Howe\er. high employmcnt growth and rising shares in 
manufa'""turing employ mcnt were r'-"\:ord'--J in wearing apparel. paper and paper products. 
petroleum and petroleum pnlllucts. plastic pnlllucts. pone~·- china and earthenware. other 
non-mctallic miner.ii pnlllucts. non-ferrous metals and ek"\:trical machine~·. a.' wdl as 
professional and scientific e4uipment. 

The a\·ailability of skills and the occupational status of the work force is given in Table 11..t. 
Anlllnd 35 per cent of the work force had a skill ha:-.is for agricultural pnllluction in 1985. 
By rnntrast. P'-'ople with professional and technical :.kills and administrati\·e and managerial 
skills constituted only 6.5 per cent and I. I per cent in total employment. resPl."\:ti\·dy. Dur •. ''! 

1985 - 1986. many mic.klle-lewl managers 'A;ere laid off a.' a r'--sult of the rnntraction of husilll"' , 
operations. Many nfthem leti for Australia. New Zealand and Singapore. With the economy 
rehounding since 1987. the services of these professionals arc now n'--eded. 

The major role of manpower planning in !\1alaysia was in the past to prm·ide trained and 
educated pcrsonnd for the public sector. induding the parastatal sector. In particular. the 
:\1alaysian manpower policy aimed to increase the supply of Malay High-Levd Manpower 
I H L!\11. Under the New Economic Policy. launched in 1979. ·Bonded Government 
Scholarships· ensure the sen· ices of bendiciaries to sponsoring departments for a minimum 
of 7 - 10 years atkr gradual ion. As a result. the numhcr of the it.-Jcral puhlic scn·ice employees 
expanded almost four-fold during lhe period 1979-1983. 

The Bonded Scholarship was used for university educalion ahroad and in local universities. 
The numhcr of scholars sent ahroad was almost lwicc as large as lhe numhcr educated at 
:\ialaysian universitic,. Although this large-scale investment in HLM ckwlopment was justiti'--d 
under 1he NEP. there were no uniform sdel·tion criteria. nor any attemp1 10 ma1ch human 
capilal dewlopmenl wilh manpower re4uirements. especially in lc..:hnical. scicnlific and 
professional calcgorics. 

Al the degree level. 1hc majorily of cnrolcd sludcnls have specialized. especially in arts and 
humanilics. Accordingly. !hcsc fa...-uhies acrnunlcd for more 1han half lhe universilics · outpul 
in the period 1981 -1985. By conlrast. roughly 1-t per cenl of enrolcd studenls preferred 
lechnical studies in 1985. 

II was found that !here was an indicalion of a serious social ovcr-im·cstmcnl in HLM 
dcvclopmenl. especially through the bonded scholarship policy. and lhal !here was a high 
rate of unemployment among graduates. even among those wilh Bonded Scholarships. 
regardless of their elhnic background. 

In conlrasl lo mw-invcs1mcn1 in HLM devclopmcnl. inveslmenl in training facili1ics and 
4uali1y instructors has remained far hclo\.\ requirements. The lad of en~inccr-. and lcchnici;ms 
impcd.:s 1hc cfficienl lransfcr of technology to Malaysian industry. Transnational corporations 
have a major role in transfer of lcchnology. hul foreign firms arc less intercsled in crealing 
a pool of engineers aml 1cchnicians for lhc counlry. The lechnology that has been transferred 
to Malaysia 1hu-. far is prcdominanlly producing I or asscmhlinf I technology. and not product 
lechnology. In order 10 receive high level producl rcchnology from foreign firms. Malaysia 
needs to generate ;m adequale pool of qualified engineers and technicians. 



Table 11.4. Employment by major occupational groups, 1980, 1985 and 1990 

Employmem 

01.·.:upat ional 191!0" 191!5 1990 
gniup '()()() Per Cent '()()() Per Cent '()()() Per Cent 

Pr"f.:,,ional and 11:1.·hni.:al :?Kl!. I 6.0 ·'56.7 6.5 405.6 6.6 

.-\dmini,1rati\'1.' and managerial 51.4 1.0 62.0 I.I 7.'.9 1.2 

Ckri.:al J50.9 7.J 415.1! 7.6 471.6 7.7 

Sak' 471.1 9.1! 570.9 I 0. 5 61!2.4 11.2 

Scr\'i1.·c 411!.2 K.7 527.0 9,6 624.7 10.2 

:\gri.:ultural 1,864.4 JK.7 1,907.4 J4.9 1,955.9 no 
Pr11du1.·t ion l .. '72.K :!K.!'i 1,6:!1!.7 :!9.1! l,1!99.6 JI. I 

Total 4,816.9 100.0 5,468.5 IOCl.O 6,113.7 100.0 

S1•11rn·: Fifth M<1/11.nic1 P/1111. 
c1 btimatc.:' arc dcri\'cd on the ha'i' of data from the Popuhuion and Housing Censu,, 191!0. 
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As of early 1988. the indu:--trial training di\'ision of the Ministry of l.ailtlur operated tl\e 
industrial training institutes. whi..:h arc lo..:atcd at Prai near Pinang. Kuala Lumpur. Kuala 
T cn:ngganu. Johor Bahru and Lahuan. The Ministty of Lahour is also rt.-sponsihk for managing 
the Centre for lnstru..:tor and Ad,·an..:cd Skill Training ''"-·att.>J at Shah Alam. Sdangor. There 
arc ten Industrial Training Institutes under the Department of ~1anpower. Ministry of Human 
Rcsour..:es. &wral other industrial training institutes arc planned 10 he established in the 
forc~cahk future. During 1986-1990. the numhcr of skilkd and scmi-skilkd workers 
graduating from puhli1..· training institutions is cxpe..:ted to in1..·rease hy almost 100 per ..:cnt 
c~e Tahk 11.51. 

The institutional restru..:turing of the training system is aimed at enhan..:ing pri\ate se..:tor 
in\"olwment in the planning and impkmcntation of ,·o..:ational programmes. The go\"emment 
has formed a National Vo..:ational Training Coun..:il I NVTC"l to supcr\"ise all puhli..: se..:tor 
lrJining institutions. The pri\'ate se..:tor. with representation in the Council. the TrJde Ad\'isi.lty· 
Committees and in the S:andards and Certifi..:ation Commitk>e. is inml\"ed in the de\'dopment 
of trnining a..:ti\'itics. induding the detem1ination of trJining nt.'l.'tls. standards. and the structure 
of the ..:urrirnlum. 

Table 11.5. '.\umber of skilled and semi-skilled workers gradualing from public lraining 
irL'ililution.'i. 1981-1990 

Cour~ 

En!!int:L•rin!! lraJ..:, 
!\k,·hani..:al tra.fe,•' 
Ele..:tri..:al trade,1> 
Ci\ ii en!!ineerin!! 1r;1<f.:,• 
Oth,·r ,·~gmeen~g tr;ide,·1 

Building trade,• 
Prmtmg trade'' 
C"11111mer•c 
:\grin1ltur,· 
H''nh: ''-·h:n ... ·..:'· 
01her,1i 
SI.ill-upgrading 

Tolal 

.'io11r1 .,. : Fttrlr .\fa/ania l'/1111. l'Jl'lti I 990 

ll)X I - l'>X5 

.p .till I 
24.77X 
U54.' 
X.ti21 

14'1 
X. lti2 

4hll 
<1.2_,o 
4.459 
:U147 
2.954 
IA.H 

79,fl.IO 

XX.212 
47595 

·' 1.294 
X.'l.l2 

.NI 
IX.77ti 

t.75 
U.704 
5.7'X 
h.44h 
ti. It>.' 
4 . .l1'12 

l.a.&.096 
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C. LABOUR PRODUCTIVITY. WAGES AND SALARIES 

Although data pertaining to labour productivity arc a\·ailable at current prices covering the 
period hctwt.-en 1975 and 1986. some trends emerge. The share of value adtkd in gross output 
has fallen in I~ out of the 28 subsectors of manufacturing I sec Table 11.6). Dt.-...:-lining value 
adJed !>hares reflect sever.ii independent influences. in particular higher costs of imported 
inputs due to the deprt.-ciating ringgit and profit erosion during the rt."\.'\.'S.'>ion period 1975 - 1986. 
lnacasing value added shares in gross output were associated with above aver.igc growth 
of labour productivity. i.e .. value added per employee. in I~ subsectors of manufacturing. 
A higher labour pmductivity wa'>. in most ca'>t.-s. achieved by switching to more capital-inten.'iive 
lines of pnxluction as indicak-d by declining shares of wages and salaries in value added. 
most notably in chemicals. petroleum and coal pnxlucts. glass and other non-metallic mineral 
products. non-ferrous metals and transport equipment. 

On average. manufacturing showed a higher labour share. as reflected by wages and salaries. 
in \aluc addt.-d in 1986 than in 1975. Higher labour shart.-s do not. however. lk.'Ccssarily indil.-atc 
a mnrc labour-intensive production process. They may rather retkct increases in the 
remuneration for employees which could not he pasSt.-d on to the consumers via higher output 
prices. 

An understanding of the relationships hctwccn wages. productivity and pnxluct prices is 
ncccs!'>ary in order to determine the ell.tent to which wage claims by workers arc in line with 
pnxluct prices which influence a fim1 · s ability tn pay. During the first half of the 1980s nominal 
wages rose by 13 per cent per annum. while labour productivity increased by ~ per cent. 
leading to an 8 per cent increase in unit-labour cost in the manufacturing sector. The increase 
in the unit-labour cost coupled with an appreciation of the ringgit exchange rate resulted in 
the Ins!'> of competitiveness of selected manufactures. High wage increases may have impeded 
the international competitiveness of some manufactures such as textiles. leather pnxlucts and 
footwear. as well as rubhcr pnxlucts. Employment declined in relative or even in absolute 
terms in these subsectors. Other export-oriented !>Ubscctors such as wearing apparel and 
electrical m<1chinery. which wen: faced with similar wage increases were. however. able 
to expand employment at far above average rates. In both of these industries. creation of 
new jobs !'>eems to have been achieved by investment in labour-intensive lines of pnxluction. 

During the recovery phase conditions improved for virtually all manufacturing suhsectors. 
The Central Bank"s Annual Survey of lndu!>trial Trend:; showed that capacity utilization had 
risen to 71 per cent in 1987 and to XO per cent in 1989. with almost one-third of surveyed 
firms operating at dose to full capacity. However. indices of unit-labour cost presented in 
Table II. 7 strikingly reveal a significant decline in the unit-labour cost in the manufacture 
of electrical machinery and appliances. Table II. 7 also :•how' that tt.e unit-labour cost ha' 
declined since the 1985- I 9X6 recession in almost all sub,ector' of manufacturing. with the 
exception of textile' and wearing apparel which experienced a rise in wage' in 1988. This 
wa' partly due to the downward adju,tment of nominal wage' and partly a re,ult of 
improvements in labour productivity. 

D. TRADE IN MANUFACTURES 

Manufactured go1xh ;u.:counted for around 50 per ci:nt of Malay,ia·, i:xport' in l9XX. compared 
with 21 pi:r ci:nt in 1970. In the e;1rly 1970,. mori: than 70 per cent of the country·, exports 
rnmprisi:d primary cornrrnxlitii:s. espccially pctrokum. rubber. timhcr. palm oil and tin. Thi: 
relatively high share of manufacturi:' in total exports in the 1980s rcllcl.·ti:d the emphasis 
on export-oriented industrialitation which Malaysia pursued since 1968 after ;111 initial phase 
of import substitution. Nonethekss. thi: rnuntry's composition of manuf11l.·tured exports 
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TabR 11.7. lnditts of unit-labour cost of sdtttN manufacturn. 1975-1918 

T..-,11t.."" anJ Ruhb..-r Fot"1 ln'lll El.."\.1ri.:al Tran.'{lt>rt 
,.-...anng rn>Ju..·h rruJu..·h ,.lL.,_.I m;a,:h1n.:~ ~"'l'!ipmt."111 
;appard applian..·~..,. 

Y.:ar I 1'175 = llX>I c lonl I = ltllh 

1'175 ltlll_O It)()_() 1tno ltlll_O ·'-'-"' 6-l5 
l'J7ti '11...J 10.l_ti lll.J_.J "-'--~ ""'-"' 111.11 
1'177 IOI . .J I05.6 111.7 IOU .J7_.J llS.1 
1'1711 10..J.h 11.l5 I l'J.'J LU.ti 55 . ..J 117.ti 
1•)7'J 1111.ll 1.N_'J 1.ltl .J 161 . ..J t.75 'Xl-5 
I 'Jllll IJ:!.'J 157.6 Ll~-"' IM.7 llh .. l 115.1 
I 'Ill I 157.I 171.6 IM_I l'ILl 1111>.ll 11111_0 
l'Jll~ lllh.~ ~11.1 1117 . ..J ~05. I 115.~ l~.J_'I 

1'111.l 10Ll 1.J I. .J 1115.11 ~)1_'1 67.'J I IJ.'J 
l'Jll.J 175.1 1111 . ..J 151.11 17'1 _'I .,_,_n 1111.'J 
1'1115 1111.1 1113.1 l.Jll. 'J .l77 . .J ·>~-o 1111.'J 
l'Jllh 1711_9 171.7 Ll05 .J.l t.1 75.ll 176_0 
19117 t.N_.J 157_6 Ll.l5 .H.J. I M.6 Ll1.'J 
I '11111 10ti_~ 1~5 i.\.U -~1--' h5.'1 11.l . .J 

.'io1m-,·: Gan W.:.: B.:ng anJ Sot•n 1_._.._. Ying. ·Prorlu11ino-. Pri.-.-_, 1111</ K<1i:c· Grip i11 .\111/11nic111 .\l1111u_f(11-ruri11i: 
s,-.-r .. r· 1 Kuala Lumpur. 1'18"1. R~-proJu.:~..i from Mala~ 'tan ln...titut.: ol E.:ollll>mi.: R~..,.._.ar.:h. _\-.,,;,,,.,,/ f:,-,.,.,.,,,;, 
Ow/,,ot. /WO- /W/ 1Kuala Lumpur. 1'1891. 

t"it:. II.I>. Share of manufacturN exports in total e'.\ports, 1988 f PercenlaJ:el 

MANUFACTURED EXPORTS 

OTHER 
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remail"k.'\l r.llhc:r lopskk.'\l. with ju." J su~'\.1ors. namdy te,tiks and 1e,1ik prnJlk.1s. dt.'\.1rit."al 
anJ ekctrnnic machincry a..' wdl a..' miS("dlant.·ous manufacrures. conlrihuling helwt.-en two­
rhirJs 10 :hrt.'C-fourths of lllCal .• tanufactun.'\l e'ports in lhe 1980s. In contra..'t. e'ports of 
rt.~llln.--e-ha.\l.'\l prnJlk.1s sud1 a..' food. wood pnldlk.1S and petrokum pnldocls sulkn.'\l a Jr.i..,.ic 
fall in lheir shares of lllC;a: m:muf:ictun.'\l e'ports. 

Malay·sia"s dt.-ctrit."al anJ dt.'\.1rnnit."!'> inJu.\lry ha..' emergt.'\l a.' lhc: single most importanl foreign 
e'change earnc:r wirhin lhc: mar.ufat.1uring St.'\.1or C St.'C Tahk 11.8 ). In particular. lhc: dt.'\.1ronics 
inJu.,lry Jewlopt.'\l wry r.ipiJly from \"irtually ntlfhing in lhc early 1970s. In 1he 1980s ii 
accounh..'\l for over half of ntanufat.1urt.'\l e'ports. The oulpul slruclur·: wa.' Jominah..'\l hy 
compoocnls C 80-85 per cent of lllllpull anJ within lhat su~'\.1or. semit.·onJut.1ors rcprt.>senll.'\l 
80-90 per cenl. Ho\\en:r. Malay,ia had Olli Jc\"dopt.'\l a sizeahle dt.-clronit.· t.'\luipmcnt 
inJusrry·. eirhcr for consumer or inJuslrial clt.-clrnnics pnlducls. The inJusrry-"s grnwlh has 
ht.'Cn inc,lrit.·ahly linlt.'\l 10 inwstmcnts hy tr.insnati.lnal semiconductor fimts which came 
to ~lalaysia in search of cheap lahour for the 1ssemhly of semiconJuctors. 

In the rt.-cent e'port-kJ t.-conomic rt.>cmery·. e'ports of dt.>ctrical machinery· anJ dectrical 
appliances grew significantly Jue largely to higher c'ports of tele\·ision sets. radios anJ air­
conJitioncrs. particularly to the l.Jnill.'\l St;!tes. Japan. Singapore. Austr.ilia anJ the European 
Community 1EC1. The hnnl group of elt.-ctronic components. electrical appliances anJ llChcr 
dcctrical machinery· rose sharply hy .n. 9 per cent to ktch an e'pon earning of MS 15. IM 
million in 1988. compart.'\l with a ~9.5 per cent incrca.\C in 1987. By 1989 elt.-ctrical ntachincry· 
anJ applia:1t.:es accounted for almost 57 per cent of manufactured C:\ports Cst.-e Tahk 11.81. 

The te,tiks anJ gam1ents inJustries were the second most important foreign e:\change earner 
in Malaysia. accounting for 8 . .i per cent of manufactured e'ports in 1989. Malaysia is a 
relatively small te:\tik pnldut.:er hy world standards. hut has been highly successful in the 
garment sector. essenlially commissioning work for foreign clients. The country· has a 
competitiw supply of polyester fihre. hut all its conon re4uircmcn1s arc met hy imports. 

HJ?. 11.E. Share or electrical m..chine11 Jnd appliances in manufadured e:\ports, 1988 

56.3"' 

ELECTRICAL llllACHINERY . 'ND APPLIANCES 

) 
/ I 
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/ 

43.1 % OTHER MANUFACTURED EXPORTS 
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Whereas loc lcxlilc inJuslry has bt.~n anunt..'li lo lhc domcslic mark.cl under rclali\'d\' high 
cfft.."l'tiw pnlleclion. lite garmenl inJuslr). has developt..'li pn .. 'liominanlly as an cndaw inJuslr). 
ti.Jr exports. wilh llll.:al labour :is lhc only major domcslic inpul. The gam1cnts sector has 
conlinuously modernized and cxpandt..'li its share in lhc lucr.itivc markets of the U nik'li States 
and the EC. However. the industr)· is now increasingly expoSt..'li to exlerial and internal 
,·ulncr.ibilitics. Owr.ill world consumption of fibres is projectt..'li to grow consider.ihly slower 
in the fulurc C 1.6 per cent) lhan it has in lhe past H.6 per cent per annum since 1950>. 
Furtocm1ore. qullla.-. under the Multifibrc Arr.ing~mcnts cMFAl haw bt.~n sleadily tightcnt..'li. 
For those products indudt..'d under the MFA. Malaysia falls wilhin the calegor)· of countries 
for which growth is limited to 6 per cenl. In addition. rccenl and ongoing inwstments inlo 
highly efficient anJ largely aulomatcd equipment. particularly in dcwloped countries and 
newly induslrializing economies. arc likely lo cause an even stronger shifl to supply high 
qualily. high fashion lcxtiles anJ garments lo those countries. T extik labour costs t.a\'e also 
risen quickly in Malaysia anJ arc now well abo\'e thtlse in some of ils principal 1...ompetitors 
- China. Indonesia. Pakistan and Thailand. 

Fi~. 11.F. Composition of manufadund exports, 1988 (Percentage) 

" -~-·. 

31.0 % Ofti.r 

Table 11.8. ('ompositior. of manufactured exports, 1983-1989 
I Pcrccnragc I 

19K.l l'I~ l'IK5 l'IKh 19K7 19KK l'IKlJ 

h1111.I. hc\.:r;1g.:' ;md tohan:o 7.1 h.7 h .. l h .. l h.11 5.1 .1. IJ 

T c\t1k, . ..-lothmg ;1nd f11111".:ar 'I. 7 11 . .:! 10 . .1 111.K IU I) .l K . .+ 
\\'11111.I flr<lllU.:h 5.0 .l . .1 .:?.'I .l.5 .1 . .:? .l . .1 .l. {) 

C'h.:1111,·al' an.I pctrokum pn11lu.:1' 10.K l:!.7 l:!.K 11.I !U K. I h.5 
.... "hi.:h. 
P.:trol..-11111 produ,·h h. I 7 . .1 7.'1 .1.:! .U :!.'I :!.7 
!'ion·m.:talh.: mm.:r;1I produ.:t' I I I.I I.:! u I 5 I 7 I. x 
\l.mufa.:tur•·, of nwtal .:? 5 :! . .1 :!.'I .l . .1 lX .1..1 '•) 
Ek.:1n,-.11 m;i.·hm.:r~ ;md apphan,·..-, 5.1.5 5.1.0 5:! .l 55.h 5.1.:! 56 .. l 5h.7 

"' "h1.:h· 
u..-,·trom,· ..... mponcn" W.11 N . .:! .l5.K 1K.O l.1 I l.:! .l ~7.X 

T ran,port cqu1p111,·111 .1.5 .1 7 .1.h l .1 'h I 'I ' . .1 
( lth.:r manufa,·ttm:' 5.K 57 "·" "·" 7.:! 10.1 11 .1 
Total IOO 100 100 100 1110 100 100 

s,,,,,,., .. C io\'.:rnm,·nt of Mala~''" 
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Despite stiff com~tition from other 1c:xtik-proJucing countries and increasing neo­
proh..-ctionism in Jewlopl.-d countries. exports of textiles. dothing anJ footwear expanJcJ 
furthi:r hy 185 per cent in 1988. Thi: strong growth of the St.>ctor n:tk-ch..-d largely the incrcaSt.'<l 
export competitiwnes~; of all textile items. dothing and ti.1otwcar. Other contributory factors 
.o the substantial gains in export earnings were the ahility of local manufacturi:rs to increase 
exports of non-4uota items particularly to the EC countries. hettcr utilization of 4uota 
allocations. and incn:aSt.'\J exports of highi:r value appard to the U nitcd States. Newrthdcss. 
having utilized more than 80 per cent of the allocated quota of exports to the United States. 
a.' stipulall.'\J under the MFA. Malaysian textile and apparel exports arc St.~king diversification 
into new destinations. especially to non-quota countries and areas such as Japan. Australi<t. 
Hong Kong and the Middle East. 

Almost all other manufacturing suh~ctors haw also contributed to manufactured export 
expansion in rt.'l:ent years. hut their shares in total exports haw rcmaint.'\J small or even dedint.'\J 
cscc Tahlc 11.8). A sharp fall in the share of transport equipment in manufactured exports 
in 1988 was cau~d largdy by lower orders for ships. boats and floating structures. which 
had ~"Cn the largest contributor to growth in the ~ctor since 19~. as wdl as reduced exports 
of comn~rcial ,·chides. Ncwrthdcss. exports of the national car. PROTON SAGA. incrca~d 
to SM units in 1988 from 512 units in 1987 to meet orders from several countries. including 
lrdand. New Zcalar.J. Jamaica. Sri Lanka. Brunei Darussalam. Bangladesh. Malta. India 
and more recently. the United Kingdom of Great Britain and Northern lrdand. In the case 
of petroleum products. depressed prices of crude oil had resulted in lower export earnings. 

Malaysia ·s manufocturcd export performance is hca,·ily intlucnccd hy its competitiwncss 
relatiw to ncighhouring East Asian countries. A major impetus is likely to come from additional 
pressures on the unit lahour costs of the successful NIEs. Large current account surpluses 
in those countrit.•s arc heing transformed into foreign exchange rcscrv•: accumulation and 
pressures to appreciate the currency. In addition. wage increases in local currency terms in 
those countries tend to outstrip producti\'ity gains. The NIEs arc also likely to come under 
increasing pressure to adjust because of their large trade surpluses with the United Stales. 
They face increasing threats of nco-prolcctionism in the form of non-tariff harriers induding 
rnluntary export restraints. anti-dumping charges. reslricli\'c -~uotas and aholition of the 
gcncrali1ed system of preferences IGSP). Malaysia stands 10 gain from these external 
developments holh in terms of its ahilily lo compete directly with the Asian NI Es and through 
the foreign investment intlows it could altracl in the future. The NIEs lhcmsdvcs have hecomc 
major exporters of capital and promoters of industrial redeployment to favourahlc locations 
that provide relative sati:ty against protectionism and li:w distortions affecting export-oriented 
industries. If Malaysia continues to succeed in this regard. 11.c recent tempo of foreign direct 
invcslmcnl tlows could he sustained. 

Three-fourths of Malaysia's exports arc destined for four markets: the other member countries 
of the As:.ocialion of South-Ea:.! Asian Nations ( ASEANI. Japan. the United States. and the 
European Community {sec Tahle II. lJ). Within the A SEAN group. Singapore i:. hy for the 
mm:t import•mt market. While the rch1tivc amount exported to rhc:.c markets ha:. remained 
"·onslanl over the pa:-.1 five years. there ha:. hccn some change in the direction of exports. 
Singapore's :.hare of Malaysia':-. exports has decreased slightly - hy 4 percentage points 
-- as Malaysia hcgan to export more llircl·tly to othl'f countries and less through Singapore. 

The relative :.hare of exporh to the lJnilcd States has increased hy ahou! the same amount. 
The United States is Malapia · s large:.! market for manufal'lured goods. During 1986 - 1989. 
exports to the United Stales exceeded those to lhc EC. making the United Stale:. lhe 1hird 
large:.! market for Malay:.ian gorn.ls (overall exports) aflcr Sinµaporc and Japan. Jap;m ;111d 
lhc EC arc large importer:. of raw material:. from Malay:.ia. The prinl·ipai export dcsrinalions 
abo constitute the main origins of imporh. 
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Table 11.9. Destination of exports, 1983-1989 
{Pere, .• 1agc) 

O..•s1ina1ion 1983 1984 1985 1986 1987 

ASEAN coumries 28.5 26.7 25.8 22.I 2-i.2 
of which: 
Singapore 122.5) 120..Jl I 19 . .JJ ( 17.1> (18.2> 

Japan 19.6 22.3 24.4 22.5 19.5 

India 2.-J 3.6 2.8 2.6 2.9 

Auslralia 1.-J 1.6 I. 7 :!. I , , 

European Communi1y l.J.6 12.6 l.J.5 1-J.6 l.J.3 

Unilcd S1a1es 13.2 13.6 12.9 16.6 16.6 

USSR .!.I 1.3 l.2 0.9 0.8 

01hcr 18.2 18.3 16.7 18.5 19.5 

Total 100.0 100.0 100.0 100.0 100.0 

So11rn·: Bank Negara Malaysia. Q11tmerfr 8111/t•fifl. various issues. 

Fig. 11.G. Destination of manufactured exports, 1987 
(Percentage) 

1e.e % United stat .. 

1988 1989 

2-i..i 25.5 

( 19.3> ( 19.7> 

16.9 16.I 

2.5 u 

2.-J , , 

!.J.4 15 . .J 

17.4 18.7 

0.6 0.9 

21..J 19.9 

100.0 100.0 

Malaysia's heavy dept·ndencc on manufactured imports is rcvealcu hy the fact that in 1981 
manufactured imports accounted for 81.5 per cent 11ftotal imports. and this share hall declined 
only to 76 per cent hy 1987. The performance ol imports during the 1970s and 1980s was 
largely influenced hy domestic demand for intermediate ard investment goods including hasic 
metal. machinery. clcctricai/electronics and transport equipment. Imports of intermediate 
and investment goo<ls accounted for 75 - XO per cent of total imports in the 1980s {sec Tahle 
II.WI. 
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Whik manufa1.·1Lm:d imports wnlinucd 10 im:rcasc o\"cr !he years. !here was also a signifi1.·an1 
im:rl'asc in !he kvd of import suhslilulion for some induslrics. By !he early 1970s. Malaysia 
had already compklcd !he impor1-suhs1i1u1ion phas1.· for several lighl manufa1.·1urcs such as 
hcvcragcs and 1ohacw. wood produds and ruhhcr pnxlucls. During 197.'- 1981. !he ·easy· 
or ·first slagc· of import suhslitulion was forthcr inicnsificd for the remaining light 
manufacturing suhsc1.·1ors. namely flxxl pnxlucls .and lc,lik pnxlucis. as rdkclcd hy !he fall 
in their import ralios from 29.2 per ccnl and 85.9 per ecol in 197-' 10 17. I per 1.·en1 and 
.'8.5 per ecol in 1981. rcspecli,·dy. There was alsll a suhs1an1ial improvemenl in !he kvcl 
of import ~uhs1i1u1ion for some hca,·y induslry pnxlucls. particularly paper and pulp. pelrolcum 
pnxlm:ls and lransp..lrt c4uipmcnl. Howc\"cr. !he k\"d of import suhstilulion for mos! 
inlermedialc and inn:slmenl go1.xls was inadc4uatc lo meet !he demand for lhcse grnxls as 
indicalcd hy !heir persislcnl dominance in !he import haskcl of !he 1980s. 

Ta hie 11.IO. (.·om position of imports. 1983-1989 

( Pi:r1.·cntagi: I 

l'IS.• l'IS-l J'IS5 l'lSo J9S7 l'lSS l'IS'l 

C1•n,umpti1•n !!"'"h 1'1.0 19.7 21.5 22.lJ 22 :' 2.'·" 21.S 
l'n<lll 5.h 5.S ll.O n.O 5.7 5.-l 4 -
B1..'\1..·ra!!'-'' ~am.I h1h~a1o.·1..·,. JO 0.7 tl.7 ti 7 0.ll tl.5 ti. I 
C1•n,111m:r dur;.i .J.-., 4.0 4. ') 4.S 5.2 5.4 7.S 7.5 
<>tha lU S.4 I II.ti 111. '1 10.S l)_l) 'l.5 

In\ .:,11111.·nt ~\)(tt.l, 'I •1 ·'2.S ·'I. I 2S.S 2S.4 2'>.2 _l .. i.J 
\bc"hm.:r~ 111.7 11 .ti ltl.S S.7 X.2 s.•1 111.h 
Tr;m'f"'rt .:qu1p111.:nt 5.4 4.1 

4 ·' 
'i.1 .>.7 J .. l h.tl 

\ktal pnllhil"l' h.S h.4 'i.7 5 I 5.h h.h h.'i 
Oth.:r 11.0 JU ltl.-l •J.•I JO l) 111.4 II 

, 
-

lnt.:rm.:d1at1.· !!"'"h 47.1 -lh . .> -lh.5 .p ~ .is t1 ~h.2 42 -
\larml.Ktunnµ rnpui- .'s ... .>ti. I 29.4 .'-ls lh 2 '-l l) -'2.'1 
( · .. n,trn<"t1011 111pll1' -'·'' l 7 .• 0 , .l 

, l ~.h 2 :' - -·· 
.·\µn•ultur1.· :npuh 1.11 

, 
' 2.:' 2.4 

, ; 2.4 I -- -·· 
( 'rnd1.· ri.:tn •k·um 'U '·S ·'· 7 

2.0 l.'i I I) 11 'i 
I >th1.·r S. I h 'i 7.X h. I :' - 5 .. :'. 

Imp• •rt lttr f1,..'·l.'\('Pr1 u I. I 11. 11 11 11 I I 10 I I 
T111 1•r1.· u ti s 07 0 ' 11.S II S 

, "rnd1.· n.1tur.il rnhhn I' , 
I - 11.4 02 11. 2 1).1 II 2 

Total llHI llHI lfHI llHI llHI llHI llHI 

\,,",., , . B.111~ 'l'~,lf,I \l.1la\ 'la. {!1111r1,·r/1 ll11/fr1111 1 Kuala I .11111pur \Li\ .111111.· 1111101 

.lap;'.n. 1111.· .-\Sb\\ 1111.·miwr u111n1ril'"· lhl..' 1 rni1cd S1atl' .... ;111d rlw IT \\l'rl' lhl' prinl·ipal 111 i::in ... 

11f i111p11r1' 111 \lala~'ia hl'l' Tahk 11.11 l. a1.·1.·1111nting fnr "11111.· thrl'l'-lnurth ... oi 1111.· 1111al ma 

1h1.· pa'I li\1.' ~l·ar .... In l'>X7. fap.111 hcca1111.· tl11.· largl''I ,jngk '11llfl"l' 111 i111p11rt' f11r 1h1.· l·1111111r~. 

r1.·plal·ing llll' :\SL:\\ rcg11111. llm\l'\l'f . .lapalll"'l' npnrh 111 \ttl.t~'ia. 1.·11111pri ... ing 1111i...tl~ 

rapllal g1111d .... ha\L' dcd11wd 111 lhl· l1>XO,, in rl'lali\l' 1crn1 .... \\1th llll' foll-off in l.'apllal li1nna111111 

and lhl· 'lrl'llgthrning 111" lhl· ~en 111 1\·n·n1 ~car'. The fap;1111.''l' 'harl' IHI\\ ,1;111d' ;1! 24 pn 

rcnl. up 3. 7 pl·r l"l'lll o\ l'I" I 1>Xll. ;i, ;1 l"l''ull ol 1nnc;1,l'll irnporh 111" l'kl"lnl·;il ;111d l'lcl"lrn111l 

11lll'~·111l'lliall' i111p11rh. l·111nparnl \\ ith a 2<1 pa l"l'lll ,h;1rl' l"l'l·11rdnl 111 I 1>X4 lhl· 'hall' 111 

1111p11rh lro111lhl·1 ·nitl·d Slak ... h;1, 1111.·rl·a,nl mn lhl· \l';tr ... l111p11rh l1i11111lw 1 ·111h'd S1.11c, 

1nd111k l'kl"lf"ll·al r11111po1wni... lor c\pnrt-oril'flll'll 111a1111lal"1111"111)-! ;1di\ 1111..''. 



I 
38 Structure and Performance of the Manufacturing Sector 

Fig. 11.H. Com~ition of manufactured imports, 1988 (Percentage) 

Fig. II.I. Origin of imports, 1987 (Percentage) 

' '"" 13.4 % European Community -........ •. ~ 

11.1 % unned s~-;----·------

20.3 % Oth9r 
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Table II.II. Origin of imports. 1983-1989 
(Percentage l 

Origin 1983 198-J 1985 1986 1987 1988 1989 

ASEAN 01tmtri.:s 18.8 19A :!:!.4 :! 1.5 :!0.8 18. 7 18.8 
of whi.:h: 
Singapor.: (D.9l (13.01 115.91 115.01 114.71 1D.:!1 «D.bl 

Japan :!5.:! :!b..' :!_,_o :!0.5 21.7 2.'.5 :!4.:! 

lnJia 0.7 0.8 0.8 O.!I 0.8 0.7 0.7 

Australia 4.:! 4.0 4.1 4.:! 4.1 4.1 3.8 

Europ.:an Community 14.0 DA 14.4 14.b DA L'.4 D.9 

U nik-d S1a1.:s lb.:! lb.3 15.:! 1!1.8 18.7 17.7 lb.9 

USSR 0.1 0.1 0.1 0.1 O.:! O.:! lU 

Oth.:r :!O.!I 19.7 :!0.0 19.5 :!IU :!1.7 :! 1.4 

Total 100.0 100.0 100.0 100.0 I ''>.O 100.0 100.0 

So11rl"I': Bank N.:gara Malaysia. Qmmafr 8111/1·1ir1. \·arious issu.:s. 

E. INVESTMENT AND FINANCING PATTERNS 

Prec/0111i11a11ce of puh/ic im·estmc'lll 

The government"s participation in economic activities through direct puhlii: investment was 
hitherto the favoured option in order to achieve the intertwined ohjectives of increasing the 
participation of Maf;ws in manufacturing and commercial activities and enhancing economic 
growth. The heavy expenditure of the puhlic sector has hcen pirntal in sustaining the rapid 
growth rate of the economy since 1975. Puhlic investment constituted ahout 40 per cent of 
lolal in'n:slment in the early 1970s. increasing to 50 per .:cnt in 1982. By 1')85 it had :.urpas:.cd 
private investment with its share accounting for 55 per cent of total investment. Since 1986. 
however. puhlic imestment has hcen curtailed in the wake of plummeting oil pri.:es leading 
to a fall in government revenue. In 1989. private inwstment totalled M$ U.6 hillion. compared 
to puhlii: inve!'lttnent at M$ 7 .5 hi Ilion. 

During the 1980s. an important contrihutor to the growth of the non-tin;m~:ial puhlil· entapri'e' 
(NFPEs) sector has heen the government"s endeavour to estahlish a heavy indu:-.trial hase. 
The creation of the Heavy Industry Corporation of Malaysia ( HICOM l in 1980 set the !'It age 
for the government's involvement in large industrial projects. Since its cn.·ation. HICOM 
has invested in 15 companies. including PROTON SAGA and Perwaja. with a 1:apital 
inve!'ltment of over M$ 2 hi Ilion. All in all. the 'hare of NFPb in manufacturing value added 
was e:-.timated at around 24 per cent in 1986. one of the highest ratio' in the non-:-.ol:iali:-.t world. 

Often the expansion of autonomous corporation:-. and holding companie'> h;" heen in area:-. 
not envisioned at the time of their e .. tahlishment and with little rnmparative advantage for 
puhlil· ownl·rship. As a rnn,equence. they have prohahly di .. placed private invc .. tment and 
have certainly added to the external dcht ;ind to the fi,c;1l hurdcn:-. of the government. 
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According to the Central lnfom1ation Collel·tion Unit (CICU> as of Scptemhcr 1988. of the 
1.171 NFPEs (ti.1r which infom1ation was rnllech.'d hy the CICU>. 38 companic:-. ha,·e been 
sold ur privatized. The remaining 1.133 companies indud"-'ll companies in the fidds of 
agriculture. construction. extral·tivc processes. finance. services. manufacturing and 
trJnsponation. The major concentration is in the areas of manufacturing. scn·iccs. agriculture 
and finance. Out of these 1.133 companic:-.. 286 companies have been identified as non­
operational companies (sec Table 11.12>. 

Table 11.12. Gonrnmrnt companies b~ indu.o;tl) and statu.o;. 1988 

lnJu,11y' Op.:rati1•nal '.'1:1>n·1>p.:rational To1al 

.-\gri.:ulture IOX J5 14.l 
Building anJ .:on,tru.:tion XI) -tO I :!I) 
E \tra.:ti\·e inJu,trie' (I) It. .l5 
hnan.:ial in,titutinn, to:! I:! 114 
Manufo.:turing .:!50 l.P ·'J.:! 
Scni.:e' :!.:!fl 71 .:!1)7 
T ran,ponati· •ri 5.' It. fll) 

Other' 14 14 

Tolal 8-17 286 1.133 

Sour...-: !\.lini'I~ of fin;m.:c. Jfc1/anic1. f.,-,,,,,,,,,;,· Rq•ort IY88 ,'i'J 1Kual;1 1.umpvr. (l)!!Xl. 
,, Thi' .:ateg11ri.ra1ion d1>.:, nut ne.:e"aril~ .:orre,p<inJ ti• that 11f the S~ ,t.:m of '.'\atinnal .·\.:.:,.uni-. 

The latest financial data covering 770 NFPEs indicate that 387 companies recorded a1xumulated 
profits amounting to MS -l.6 hillion. while 383 companies suffered accumulated losses of 
MS 5.6 hillion in 1988. The dassitication of these companies hy the :-.ize of government equity 
holding is shown in Tahle 11.13. 

( im .:rmnenl 
.:4ui1~ 

I Pcr,·.:nt;1}!c I 

Total 

Tahle 11.13. Performance of ~oH!rnment companies, 1988 
f Million' MS1 

'.'\um~r of :\.:.:umulated Sum~r nf 
.:nmp;mi,·, pn1fi1' .:11111p;1m.:' 

1MS1 

5'.i .:!X' ·'·' 
70 .'77 47 

:!fl.:! 4 . .:!0X _,o, 

.lK7 4,116K .lK3 

Sow•,·: !\.lu11,1r~ of h11;111.:c. Malania. /·:,-,,,,,,,,,,,. R1·port /'18,'( ,'(tJ 1Ku;1la Lumpur. l1>XX1. 

Crucial roll' rf th<' primtl' .'lt'Ctor 

:\.:,·1111111 lat,·d 
10,,t:, 
1\IS1 

I07 

.N.:! 

5.111 

5,610 

Followin~ ;in investment hoom in the c;1rly 1980s. there was ;1 marked de1.:line in new c;1r.it;1I 
forrm11ion in Malap.ia. partirnlarly in rhe private 'ector. Gro:-.' capital formation in rhc privarc 
sector did nor increase significantly until 1988. The share of private invc,tmcnt in (iNP wa' 
hclow 15 per l·cnt in 1987. Excluding oil and ga' invcstmenh. it wa' around I 0 per Cl'lll. 

which wa' well helow lhe average 'hare during the 1970,. 
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Pri' ah: iO\e~rment in manufa1.."1uring rose: ny 2ti.~ (ll:'r l.."ent in 1988. '-·1m1pared "irh a Jedine 
of I. 7 pl:'r '-·ent in 1987. Paul.."ily of Jara Joe~ no! p.:rm!I an analysis of !he pri\ ale iO\ eslment 
pauem aaoss rhe sunst.'l.."lors of manufal.."luring. Howe\ er. s1lme idea anoul sunS1.·1.·111ral 
inws1men1 pauem 1.·ould he gauged from a s:.irwy of 220 large 1.·ompanies ny 1h1.· Ocpartmem 
of S!alisli'-·s !DOSI. The sun·ey furnishes infonnalion on capil~I e'(ll:'ndilure in manufacluring 
sunS1.'l.'lors during 1985 - 1988. The pauem of iO\ esunenl in manufa1.wring re\ eats a signifk;ml 
in1.-rea."il:' in lhe share ofrk'l.."lril.."al pnldu1.·1s owr lhc years ISl."1: Tank 11. l~l. Capital e'(ll:'nditure 
in deccrical pnlducts was estimated 10 haw in'-·reascd liy ~2.8 pl:'r cent in 1988. This w;1' 
in anticipation of higher saks in i 988 and 1989. Buoyed ny rhe rising demand for passenger 
cars and conunercial whides a !\IS 21}.ti million capital e'(ll:'nditure was planned in transport 
1."1uipmen1 forthe year 11}88. Hmw' er. thi~ wa.' 2~ _I} (ll:'r cenl lowerthan the lewl of iO\ estment 
in 11}87. On the other hand. in fo1ld manufacturing. tolal inwstmenl planned for 1988 
represcnred a I ti. I} (ll:'r cr.:nl increase O\er 11}87. !\lost of !he inwslmenls were for rhe 
manufacrure of new pnlducls and e'pansion of capaciry lo t:O(ll:' wirh the rising demand. 
Similarly iO\esunenl in le,tiks also rose signifi~:antly in 1988. Other manufactures. such 
as runner pnldut:ls. induslrial chemii:als. plastic pnldut:ls and faliri1.·a1ed metal pnlducls were 
e'(ll:'t:ted 10 incur higher capilal e'(ll:'nditure in 11}88. Emerprises in this segment of 
manufa1.·1uring \\ere O(ll:'raling al almost full i:apa1.·i1y 10 make a posili\e supply response 10 
rising demand. 

Table II.I.a. Sn.1oral inH~stment pattern·'. 1985-1988 
I \I ilhnn' \IS I 

Rul-ili..·r 
Palm ••ii 
L••o:o:mo: 
\t1~in/· 

c·,,n,1ni.-1111J1 
Whok,ak .md r•·l.HI 1r.1<k 
Hot.·(, 
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Tr.tn•porl 

Toi al 

1•1s5 

h.'1.5 
11001 
'>: I 

11.+.51 
_,. :' 

111 51 
't>.5 

112.11 

1.l 51 
152.S 
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~7 ~ 
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Although ti.m:ign inn:stmenl acrnunted only for a small share in GNP (roughly 2.5 per cent) 
it was hea\ ily rnncentrJk'd on manufal·turing al1ivities. and within manufacturing on suhSt.'l'tors 
such as electrical and electronic products. ruhht:r and food products as well as chemicals 
and l·hemical products. The response to the government's policy of investment liberalization. 
which stant.'d with a relaxation of ti.m:ign e4uity guidelines. is dearly rctkcted in the upsurge 
of proposed called-up foreign capital from MS 750 million in 1987 to slightly over MS 2 
billion in 1988. More than one 4uaner of this total amount was approved for investments 
in the manufacture of electrical and electronic products where domestic in\estment plays 
only a minor role. According to the Malaysian Industrial Development Authority (l\11DAI 
approvals. foreign investment has outpaced private domestic investment in manufacturing 
in recent years_ 

Tahk II. 15 pnn-ides an i:idication of the geographical pattern of capital inllo\\ s. Projects 
approved with foreign panicipation in 1987 and 1988 show that Japan was the most imponant 
s1lurce of foreign investment. contrihuting roughly one-third and one-t1uaner of total approved 
investment in 1987 and 1988. respectively. The newly industrializing economies of Taiwan 
Prm·ince. Singapore and Hong Kong have increasingly emergt.'d as imponant foreign investors 
in Malaysia. reflecting rising lahour costs in these countries which encourage a redeployment 
of lahour-intensiw manufacturing suhscctors_ Among the non-Asian nations. the United States 
and the United Kingdom were major sources of foreign investment. with the United States 
taking a lead owr the United Kingdom in re..:ent wars. 

Table 11.15. Ori~in of forei~n equit~ in apprond projects. 1981 -1988 
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A11 wulerd<•\·<'lop<•d .rn1all-scah· .'i<'ctor 

lkdining contributions of the small-scak enterprises to fixed assets. \'alue added and 
employment characterize the pattern of industrial investment in Malaysia. Tabk II. 16 shows 
the size structure of manufacturing fim1s ti.lr 1978 and 1986. Fim1s with kss than 100 employet.'S 
represent about 81 per cent of establishments. but only 30 per cent of employment. 21 per 
cent of \"alue added and 18 per cent l~f fixed assets in 1986. In all categories. these firms· 
importance in manufacturing has declined since 1978. Growth has instead been more rapid 
in medium-sized firms. employing 100-200 workers. Large fim1s have also increased their 
share in value added and fixed assets. The decline of firms with kss than 100 workers is 
also thought to be both cause and symptom of an industrial structure that is characterized 
hy limited hack ward integration from the large exporting and final goods producer to smaller 
producers of intermediates. 

Small-scale industries are currently engaged in producing mostly finished goods such as 
foodstuffs. furniture. handicrafts. fabricated metal products. wood-based products. textiles 
and clothing. The medium-scak industries are more active in the processing of be\'erages 
and tohacco. electrical and electronics products. chemical products and non-metallic mineral 
products and the production of automoti\'e components and parts. 

Financing. marketing and technology upgrading are the major problems afti:'-·ting the growth 
of small-scale firms. Downstream financing. quality control and technical assistance from 
medium- and large-scale firms are largely absent in Malaysia. In fact. the industrial structure 
in Malaysia does not seem to be conducive lo hackward integration for two reasons. First. 
the preponderance of transnational and foreign companies in Free Trade Zones implies that 
a major segment of manufacturing probably already has a well-developed upstream linkage 
with suhsidiaries or affiliates abroad. and there is little incenli\'e to develop domestically­
located upstream firms. Second. the comparative ad\'antage of Malaysia still lies in assemhly 
acli\"ities. especially in the electronics anJ apparel suhseclors. where the scope for upstream 
linkage is small because of limited comparative ad\'antage in intermediate production. As 
the manufacturing structure evol\'es towards other final goods. howe\'er. including wood. 
rubber. other resource-based products and automobiles. the scope for integration may increase. 

Table 11.16. Sile structure of manufacturin~ firms, 1978 and 1986 

f Pcrccnla!!C I 
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h~ numlx·r ------
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A rc1:cnt study* rcn:akd that M per 1:cnt of domcsti1:-oricntcd firms marketed their products 
through dirc'-·1 saks while 29 per 1:cnt marketed their pnl<lu'-·ts through agcn'-·ics. The small 
site of the drnncsti1: marker has been one of the fa1:tors contrihuring to the low rate ol capacii ·: 
utili1a1ion of kss than -l5 per '-·cnt among. the firms sur\'cycd. 

Cum:ntly many small- and mcdium-s~:alc industries ISMls) arc 11\:rnpying land with tcmpor.iry 
01.:cupation li1:cn'-·c:s while others arc tcnanh. Most of these SM ls arc lo~:arcd in areas that 
arc: not dcsignatc:d as industrial sitc:s. The: insecurity of h.:nurc generated hy this situation 
tc:nds to fi.1r1:c the SMls to rclll\:atc. resulting in unnc1:cssary expenditure ti.lr these: fim1s whi1:h 
ha\'c limited a1:ccss to 1:apital. Evc:n SMls which own their factories or land arc fa1:cd with 
prohkms of not ha\'ing enough land or huilding space to expand. 

The Malaysian Industrial Master Plan has ti.mnulatcd \·arious new dc:\'dopmcnt stratcgic:s 
for the m1l<lcmization of the small-s1:ak industries in order 10 enhance their parti1:ipation 
in the: industrialization pn1'.'css. Towards this end an c:xtcnsi\'c network of m1l<lc:rn ancillary 
finns will m.'t:d to he: dcwlopc:d. with a forns on acating maximum linkagc:s among industric:s. 
The gowrnmcnt is aware of the: fact that inadc4uatc finan1:c is inhihiting the expansion of 
small-s1:ak manufa1:turing acti\'ilics. Jnd new initiati,·cs arc undc:r way to direct more 
instituti1mal finance to small firms. 

So11rct•s of i11d11stria/ ji11cma 

With a high gross donwsti1: sa\'ings rate of around J7 per 1:cnt Malaysia has hc:c:n ahk to 
mohilize sizeahk finan1:ial rcsour1:c:s for industrial dcwlopmc:nt. In 1988 the: flow of capital 
funds was as large as MS 2-l. 9 hi Ilion. rc:pn:sc:nting an innc:asc: hy \IS 0.6 hi Ilion m·c:r the 
1987 k\d. The higher fl )\\ of funds arose llC'-·ausc: of a strong surplus in the: current account 
and corporate: in\'cstmcnt. which was. howe\'c:r. more than offset hy a net '-·apital ourtlm\ 
in terms of net repayments and prepayments of c:xtc:rnal Jc:ht hy the: go\'c:rnmc:nt. 

The: sourcing and funding of i:apital for industrial dc\'c:lopmcnl in \1alaysia is supported hy 
a \\C:ll-dc:\'dopc:d capital market with a hroad range of pri,atc: and puhlic sector financial 
insti1u1ions. i.i: .. Cc:nrral Bank IB;mk Negara \1alaysial. conuncrcial hanks. finan1:e companies. 
insurance: funds. rni:ri:hanl hanks. Jc\'dopmc:nt finani:i: institutions and sa\'ings inslitulions. 
\tori: than 70 per '-·ent of total assets arc: hdd hy thi: hanking sy sti:m ''hi1:h 1:omprises the: 
Cc:ntral Bank. commc:rcial hanks. mc:r'-·hant hanks. finan'-·c: companies and disl·ount housc:s. 

Gi\en a signitil:ant increase in lhe tolal ;1ssets. lhc: loans and advances ntembl hy the linanl·ial 
institutions lo the: private sector and non-linani:ial puhlil· entcrpri~cs inl·rcased signifil·anlly 
hy \I~ 8.3 hiliion. representing an 11 per cent increase in 1988 wmparcd wi1h on!y a marginal 
increase of less than I per 1:cnt in the pre\ious year. :\holll \1S 2.5 hillion of lhl· incr..:asc 
in 1988 \\as d1anndled into the m;mufal'luring sel'lor I sec Tahk II. 171. The manufacturing 
sector 1hu' hcl·amc the larges! recipient of loans in 1988. !hough lhc housing and rl·al estate 
sl·cror !..cpl its position as thl· largest dchtor Jui: to earlier l·o111111i1111cnh. 

Thi:sc guiddinc' nf the Ci:nlr;tl Bani.. ha\l" hccn introd1Kcd in thl· past in ordl·r to cnsurl· 
that priorily -.ector' I namely the Bumiputcra n1111111uni1y. cn1aprise' cr.gagcd in agricultural 
food production. housl· huycrs and small·,cak l"nll'rpri,csl ha\l" rl·ady al'l'l',s to hanl.. l'fl·dit 
;11 rea" mahk l'Osh. In the pa'I. thl·sc rcgu 1;11 ion' ha\l' prm cn to hl· 'l'\ ·:rl' fl''' ril'I ion' lnr 
rill' knding al'li\ itic' 11f the pri\atl' hanl..in).! institution' in :",1ala\ .. ia. Whlll till' 11ld knd111µ 
g.111ddinl·s h;1d npirl·d at the end of l'>X7. the g.11\l'rllllll'nl impo,nl "-'" rl·,tnl'l1\l' knding 
g.1111kli1ll's in :".brd1 llJXX in 11r1kr 111 l'lhlll'l' an 11r1krl\ 'uppl\ 11f loan' ;111d cquir~ 111 till' 
111;11111lal·t11 ring 'l'l'lt 1r . 

. lr1'fllt1l1.: nl lh·\l"lnp11w I l1lf11•1111~·'· ( h1111;,,•t \ ,,, '"' h11hnffl1il ·''''" '"'' '"''' '"' ft,,,, ,., ,,,,,,// ""'' \f,·1/111111 
.\111/1· /flifll,fUt\ Ill f,1,111 /11•n1•1'llt\ 1'11 (11\111(.\/11/11\\ltl1(11~~11. h,:hfll,11\ l 1JX""'1 
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Table 11.17. Credit nows" to main sedors. 1987 and 1988 
tBillion MS> 

:\nnual .:hang.: ..\, al .:nJ oi 191111 
S..-.:h•r 19117 

I.nan' O . .J 
Agri..:uhur.: -II. I 
'.\lining 0.1 
'.\1anur·a..:1unng 0.1 
C1•n,1ru,·1i1in 0.1 
R..:al ..:'lal..: 0.h 
H•lll'.\in!! O.h 
G..:n..:ral ,·, 11111111.·r..:..: -IU 
Bu~in.:~~ ~r\ h.·.:, -0.2 
Tran,po>n - 0.1 
(-.in,umpllon ..:r.:Ji1 
01h..:r O . .J 

lm.:,1111.:nl in ..:orpo•ra1.: -..:i:uri1i.:' u 

Cr.:<111 h• pri\al.: ,.:,·1or 1.7 

St>ur.-.·: '.\lini,11} oi hn;in..:.: . . \lalania /IJ,'i.'I .w. p. II:!. 
11 lnduJ.:, ..:r.:di1' h• non-llnan..:ial put>h,· .:111..:rpn'.:'. 

191111 I P.:rn:n1ag.: I 

ll .. ' ll.l .11 119.9 
tU :U 5.9 
O . .J I. I 1.2 
2.5 I.'·" l.J.ll 
O . .J 5.'1 h . .J 
11 . .J 12 . .l L'··' 1.5 l.J.2 15 . .J 
0.7 IU 12.2 
ti. I i.9 2.1 
11.2 l..J u 
1.0 .U< .J.I 
O.ll 12.1 f.l.O 

11.7 4 __ , Ill. I 

9.0 'J~ .. l llMl.O 

Under 1hc new guidelines of March 1988 commercial hanks arc required to ex.lend new loan:­
amounting lo al kasl MS 300 million lo small-scak induslrics. Al kasl half of 1his ;.;mount 
i:- to Ile crcdilcd 10 Bumiputcra companic:-. These guidelines penaining to :\1S 300 million 
loans arc also applicahk to loan:- gi,en under a special loan scheme of the Credi! Guarantee 
Corporalion 1CGCI and loans due 111 lhc Enlcrprise Rehahilitation Fund IERh. The CGC 
is a speci;1l linancc inslilutio11 prmiding guarantees for loans to small-scak cntcrpri:-es. The 
mcmllcrs of the CGC arc 1hc Bank Neg;ira Malaysia and 1hc commen:ial hanks. The ERr 
of ~1S 500 mill ion h;1s hccn set up hy !he gm crnmcnt to encourage the h;inks lo cx1cnd 
assistance to ailing Bumipulera cnlerprises. The l·ommerl·ial h;inks wcr• required to lend 
;11 leas! 211 per cent ol 1hc 101;11 loans ouhl;inding. ;1:- ;11 .l I Deccmllcr 1987. lo lhc Bumiputl"ra 
l:ommunily and for agrirnhural food produc1ion. Similar rl.·gula1ion:- ha\e hwn impkmcnlcd 
for linance cornpanie:-. 

Wi1hin lhc hanking 'Y'll'lll. lhl.· l·omrnercial hanks maintain !heir leading P"'i1ion accounting 
for more lhan 60 per cenl in the hanking syslem and more 1h;111 .JO per ccnl of lhc total as:-cts 
11uts1;111ding heo..· Tahlc 11.181. There ;ire rnrrcnlly .N w1111nerl·ial hanks oper;11ing in ~1alay:-ia. 
of which I h ;ire foreign inrnrporaled. All major h;1nks ha\c rn111pu1cri1cd llll.·ir 11per;11ions 
lo expcdile !he pron·-.s of lrans.Klions. Furlher irnpro\cmcnls in 1hc h;mking syslem arc 
:.:-:.p:.::.:!:.:d from a new l·odc of condul·I dil·laled hy lhc Co..·nlral Bank. 

The f1ll·us of 1he c11111mcrcial hanks· lending acli\ilic-. ha' dramalil.·all} !urned low ard-. lhl' 
111anuf;1cllrrin).! 'el·lor in 1'>88. even !hough 1he real e,1;11e and l·ori-.1nr.:1ion -.el'lor -.1ill ro..·l·ordl·d 
lhl· hi!!hcsl k\l'l of ddll 1111hlandi11.I! hcc Tahk 11.1 1}). This o..·han).!C in tho..· kndin).! al"!i\ itie' 
of l.·omllll"rl·ial hank' ""'due 111 lhc 'Iron!! l'l·on11111il· l"\pan-.ion and lhl· d1an).!c of lcndin).! 
guidl'linl'' in l'JXX. In 11J8X. M'ii I .1>74 million \\l'fl' allol'alo..·d lo lhl· 111anufal'lurin).! 'l'l'lnr. 
l.·11111pared wi1h ~1'!. 15'> 111ilh11n in I 1JX7. Thi' rcprc,cnlcd 11c;11l) half of lhc 1111al 10;111' nlcndcd 
hy lhe i:o111111crl·ial hank' in l1JXX. Wi1hi111hc 111anuf;ll·1urin).! induslry lhc hulk of l°fl'dih Wl'nl 
inlo lhc pnll·l·s-.ifl!! of ra" 111a10..·ri,,:., and lho..· pr11d11l'lion 11f l'lo..·clril·al 111ad1inl"f) and applianl·e,. 
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48 Structure and Performance of the Manufacturing Sector 

. .\nolhcr soun:c of linam:ing for larger manuf;u.:luring 1..·n1crpriscs is lhc Kuala Lumpur S1od 
E\1..·hangc 1 KLSE1. The KLSE is a \oluntary ass1xia1ion of sllxk and sharchrokcrs . .-\I 1hc 
end of 1988. 1hc shares of IM induslrial companies \\Crc lislcd al 1hc KLSE. Howe\ Cr. lhc 
1:rash of 1hc NC\\ York S11xk \tarkcl on 19 Oc1oher 1987 kd 10 an inuncdialc dcdinc in 
lrading. Hence. in 1hc early part of 1988 cauliousness among inveslors dampened markel 
acli\·i1ies. Howe\er. due 101hc oplimism s1imula1cd hy 1hc rc1..·o\cry of the c1..·onomy in 1988 
1hc monlhly lllrnm-cr in 1he second half of 1988 gained momcnlum and reached around \1$ 
I hi!lion. * Howe\cr. 1hc KLSE is s1ill highly rnlnerJhle 10 de\dopmenls on 1he S1ock E\1..·hange 
of Singapore cSES> hecausc of ils hislorical link. In order 10 redm:e 1his \ulncrahili1y and 
lo slahili/c ils acli\i1ies 1he Go\ernment of ;\lalay sia decided 1ha1 in 1990 !he KLSE is 10 
he separa1,J from 1he SES hy ddisling all \1alaysian-incorpora1ed l·ompanies from 1he SES. 

F. INDUSTRIAL LOCATION 

The ti11:u:-. on regional halance in induslrial de\dopmcnt was apparently lacking in !he promolion 
of induslnal dc\dopmcnl hy the \talay:-.ian Go\cmmcnr in the 1950s <tnd 1960s. Ta\ holidays 
gr;111tcJ under the Pioneer lnduslric:-. Ordinance of 1958 and. in parti1.:ular. the c:-.tahlishmcnt 
of inJu:-.trial c:-.tatc:-. :iml Fr.:.: TraJc Zones. had a dis1..-riminating imp;u:t on th..: r..:gion:il 
Jisper:-.ion of manufacturing acti\·iti..:s. ** All industrial ..::-.tat..:s that w..:re set up in !he 1960:-. 
were nmcen1ra1ed ••round urhan areas in regions\\ ith higher than a\crage income k\d:o.. **~' 
Furthermore. in\..::-.tment in infrastruct1!re such as roads and highw:iys <ts well as the 
communicalion:-. network !ended to he directed tow:irds the s:imc areas. Thus. there were 
:-.ignilicant incentive:-. for indu:-.trial enlcrprise:-. to sellk down in more de\ doped r..:gion.- which 
were reinforced hy agglomeration ad\;tnlage:-. from !he pro\imi1y to urh;111 area:-.. 

This resulted in a rather skewed patlern of regional disper:-.ion of lll<tnufacturing acti\ itie:-. 
in \talaysia. By the early 1970:-.. 1hn:c-4uarter:-. of manufacluring output originated from the 
richer W esl..:m stales of the country . e .• peci<1lly from Sdangor. neighhouring Ku;1la Lumpur. 
and Pinang which hendited from its harhour and 1he e;1rly estahlishmcnt of a FTZ. 

Th..: only other major concentration of indu:-.trial ;u.:ti\·ities emerged in Johor. across th..: 
cau:-.ew<1y from Sing<1pore. All other rl·gions especially those with low ineom..: k\eb such 
as the Northern Stale' could not a1tr<1ct more industrial im..:stment and tend..:d to lose importanl."e 
in rdati,·e lcrrns. 

Beginning in 1he ..:arty 1970,. increa,ing 'Ires' \\a' pl;iced on a more even region;1I di,per,ion 
of indu,tries in ..:1..·onomic policy-making. In contras! t.1 marginal polil·y m..:a,ures in !he Second 
\la lay ,ia Plan I 1971 - 19751 towards regional halance in indu,1rial de\dopment. 1hc Third 
\ta lay 'ia Plan I 1976 - 19801 'pelted oul mca,ur..:s lo impro\e !he rdati\c 1kgrce of 
indus1nali1ation in the lowe'I income 'l;1les. These included the es1ahli,hmen1 of new gnl\\ rh 
cenlres and 1he loc;1tion of a numhcr of gmernment esl<1hlishmenls in lhesc areas. In order 
to cn1.·11urage im eslmenl in lhe kss de\ doped slales a hroad rang1..· of 111easures \\as ;1dopled. 
induding lis1.:al inccnli\es. lhe de\dopmcnl of induslrial eslales and re;1dy-huil1 faclories as 
wdl as lhe i111pro\ement of ek1:1ri1.·i1y. in1err1..·gional h1glrnays. markcling 1.·enrres and porh. 

· · Sn· I >,·,111 Sp111.1n:sr. /11,/11,1n11'1:11/10•11 /•,./,, ,,., ,,,,,JR,·~·'""'" t, """"11' /J, • ,/, ,,,,,,,.,,, 111 .\111/111 ,,,, 1 S111i:.11" 1r,·. 
('IXh1 
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50 Structure and Performance of the Manufacturing Sector 

Attention was ti.lCuSt.'li on creating e:'\temal t..>conomies in less developt..'li areas and on prewnting 
ncessive growth of the already e:'\isting urban centres. The policy was also intended to place 
particular stress on the integration of the growth centres with their hinterlands. 

These polit..·ies were howewr partly offset by the government's continued effort to attract 
foreign direct investment to newly established FTZs. all of which were 101.:ated in more 
devdopt..'li areas. leading to a r.ither limitt..'li degn .. -c of regional spread of manufacturing activities 
ISee Table 11.20). The Northern States continued to remain the industrial hinterland while 
the main thrust of industrial i~':\!stment still focused on Penang. Selangor and Johor as it 
did in the past. These three Western States attracted three-fourths of all proposed projects 
in 1988 tsee Table 11.20). Among the Southern States. Malacca. with its FTZ. and Pahang. 
the State bordering Kuala Lumpur to the East. recorded an upsurge of proposed capital 
imesiment in 1988. 

Sabah and Sarawak. the 1wo outlying states. haw remained industrially less devd,1r.cd !han 
the Northern Slates. Manufacturing activilies in 1hese 1wo stales encompass a kw large-scale 
opcralions wi1h hea,·y gowrnment and/or foreign participation. These indude !he Sabah Gas 
lndus!ries. which produces methanol and hot briquetted iron. and the ASEAN Bintulu Fertilizer 
which produces ammonia and urea. In 1988. a propoSt.'li major investment project wilh financing 
from France was meant for 1he production of unwrought aluminum in the Aluminium Industry 
of Sarawak. 

In Augusl 1990 Malaysia. Indonesia and Singapore approved the formation of a ·grow!h 
triangle· designed to attract foreign capi!al. The triangle encompasses Malaysia"s Johor S!ale. 
lndonesia·s Batam Island and Singapore. This triangle would help to combine !he land. labour. 
waler and gas of Malaysia· s Johor State with !he managerial talent available in Singapore. 
and woulJ foster industriali1a1ion in fohor Stale within the framework of the ·growth triangle·. 

Tahle 11.21. Location of apprmed projects h~ State. 1987 and 1988 
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POLICY FRAMEWORK FOR INDUSTRIAL 
DEVELOPMENT 

A. NEW ECONOMIC POLICY 

The year 1990 marks the end of a twenty-year perspective Plan which spelled out thc ncw 
economic policy (NEP) for the period 1970-1990. The NEP embodied the twin o~jecti\es 
of eradicating poverty and restructuring Malaysian society. fhe objective of a more e\en 
di·;tribution of income and wealth was therefore accorded top priority in the Second fin:­
y ::ar Plan (1971 - 1975 ). the first in the series of four Fivc-Y car Plans destined for thc 
implementation of the NEP. In tune with the prime objective of increasing the participation 
of Bumiputeras (indigenous Mataysl in industrial development. industri•tl policy has been 
in favour of the Bumiputcras. Accordingly. it aimed to increase Rumiputcrn participation 
in corporate equity from around 2.-l per l'cnt in 1970 to 30 per cent hy the )'l'ar 1990. 

In pursuit of the ahovc ohjcctivc special credit facilities for Bumiputcra industrial firm~. 
restructuring of corporate equity. and special regulations governing the composition of equity 
in foreign-owned companies were initiated The government set up numerous trust agencies 
to own and hold shares on hch;tlf of the indigenous l·ommunity. A numhcr of puhlic enterprises 
have al'o lwcn .,ct up in commerce and indmtry. Thc theoretical underpinnings of thc NEP. 
however. encompassed a growth rather th;m a redistrihutivc strategy in onkr to eradicate 
poverty hy the year 1990. 

Policic., and programmes for industrial development as cmhodicd in thc Fifth Malap.ian Phn 
( 1986- 1990) and in the IMP ;1rc lix:uscd on accelerating growth and on enhancing dcvdopmcnt 
of sdcctcd industries more a1tw1cd to the counlry"s resource availahility and comparative 
cost adv;mtagc. moving from an essentially inward looking. domestic-oriented sector to onc 
which is more outward-oriented. Basic strategics and direction for industrial d•:vclopml·nt 
ind11de: 

( i l acn:krating outward-oricnh:d indw.trialit.ation. with a fol·w, on largc-s1:ak npa1P .. ion 
of ma nu facturcd c xports: 

I ii) developing resourl·c-hascd induslrie' for l' xport: 
I iii l diwr .... ify1ng and upgrading non-rcsourl·c-h;N·d industries for nport: 
!iV) sl'lt•rtivcly promoting strategic lwavy indusrril·s lo 'upport nport indu,tril'': 
1 v l making positive adjustnwnts in till' indus:rial struct•.trl'. 111odcrni1ation and rationalitalion: 

I vi l dcn·loping tcd111ology and manpower: and 
fvii> taking into rnnsidcration existing inlraslrul·turl' wlwn planning till' ph)'il·al lol·a1ion 

for rll'w induslrics. 
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52 Policy Framework for Industrial Development 

In line with the~ strntegies. polil·ies for industrial development in 1990 llx·us on the following: 

ti I widening the range of manufactun:d pro<luc:s for exports: 
t ii I -.tn:ngthcning the industrial hast:. mt'ving away from men: assemhly type pnx:esses 

to more indepth manufacturing pnx:essing. producing components and parts hx:ally: 
t iii I enn1uraging more vertical and horizontal integration hoth within and inter firms in 

order to innease more value added to Malaysia ·s manufactured export: 
ti\ I enhancing the participation of small- and medium-scak suhsectors in the mainstream 

of industrial a.:tivities hy devdoping an extensive network of modern ancillary firms 
which are ahk to supply high 4uality wmpc.ments and parts to large firms: 

t \ l lTeating a l·onducive environment for private sector involvement and R & D activities: 
t' i l de\ dopment of technically competent and ·:reative human resources to cater for 

:\1alaysia ·s industrial re4uirements in post 1990. 

Thl· private sel·tor is expi:l·ted to play the key rok in achieving the targets set out for industrial 
di:vdopmenl. Fon:ign direct imestment will continue to ht: promoted. hoth as a source of 
ti:1.:hnology and to nnnpkment domestic investmenl. The private sector is expl't.:ted to rnntrihute 
more tm\ ;ird-. R & D activities. training of industrial manpc.mer. impiovement of 4uality 
11f pn 1t.lm:ts. -.ean:h for new markets. and improving the rnmpi:titiwni:ss of Malaysia· s export-.. 

The inl·i:ntive sysh:m will forns on expansion of private investment. capital ti.mnation. export 
gn '''th. \ alui: added prodm:tion and on inneasing linkages. The incentives arc wntinuously 
rl.'\ i1.'\\ 1.·d to make them simpler and more effective. 

Thi: Fifth :\falay sia Plan ( 1986 - 199()) rnmpktes the final phase of the Perspccti,·e Plan . 
.-\llhough thl.' pmerty eradication objective of the NEP is almost achieved hy 1990. dforts 
''ill ncl.'d to he focused on reducing thl.' incidence and on:urrence of pc.werty among the hard-
1.·11rc pt'' l.'rty groups.* The pi:rfonnam:e of the Filih Plan in rcstructurin)! the Malaysian six:icty 
ldl 'hort of thi: emi,aged targets. It j, e'timated that in 1990 the share of Bumiputeras in 
1.·11rp11rah: ownership is around 20 per cent. compared with 56 per cent for othl.'r :\fala,.:-.ians 
and 24 per 1.:1.'nt for forei)!ners. A numhcr of issu1.·s hl.'came ;1pnarent in the cmir" .he 
hlth Plan. and it heG1me dear that a longer timl.' span would he re4uired to implement the 
r1.•,tru1.·turing pro1.·l.'s ... Although the mid-term ;1ppraisal** of the hfth Pbn argul.'d that the 
"'' na,hip 'tratl.'gy under thl.' NEP was not the primary f;Ktor afl\:l"ling privat1.· inve .. unent. 
npi:ri1.·nn: during thl.' rl.'\ iew pl'riod hrought into li1cus suggestions for pragmatic approad1e' 
to fo,tl.'r thi: pa1.:I.' of ind1l' .. triali1ation in :\falaysia. Thi.' gmernml.'nt decided to introdtll."I.' 
lk\ibil;!y in ih poli1.·y approach in ordl.'r to foster pri\atl.' iml.'stml..!'nt and growth. hjuity 
!.'11ndit111n' i111posl.'d on forl.'ign in,·e,tors \\1.'re rdaxl..!'d. A numher of other 111easurl.'-. indudl.'d 
th1.· rda\at ion of li~·en ... ing ri:4uire111ents under the lnd 1.i.-<rial Co-ordination :kt t ({'_.\I as ''di 
;1, the rd;l\at ion of the guidd ines gm l..!'rning Forei)!n Im est111cnt Co111111i1tee I FIC I ruk ... Thi.' 
1111pk1111.·ntat1on of industrial policy j.., thu'.'. hcin;: i111:rcasingly altuni:d to llnibility and 
praµ111a11,111 to en ... ur1.· that both do1111.· .... tic private ~mest111cnt and foreign in\1.·st111ent arc not 
,f1lkd. 

Th1.· hfth Plan a1.·ti\1.'I) pur..,111.·d th1.· pn11.·1.·,, of pri\ati1ati11n. with a \i1.'\\ to r1.·d1K·ing the 
'lh' and pr1.·,1.·n1.·1.· of the public -.i:ctor in the c1.·onolll). Thi.' publi1.· ..,1.·dor progra1111111.· and 
11» I ma111.·int! \\ 1.·r1.· ri:\ i ... l.'d dm\ 11\\ ard durin~ the Plan period in line \\ ith tl11.· chan!!1.'' in till.' 
111;11.·ro1.·1.·111111111il· ..,iluation. partirnlarly in th1.· h1.·ginning of th1.· Plan pl·riod. Jim\ l"\ er. tl11.· 
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government continut.>d lo accord priority lo projecls which were important fix 1tie eradicalion 
of poverty and deemed essential for greater privale seclor expansion. A 1enta1iw plan for 
lhe priva1iza1ion of2-l6 Non-Financial Public Enterprises INFPEs) oullines a r.mge of possible 
melhlxls of privalizalion. i.e .. dirt.-cl sale. managemenl rnntr.icl. lea..-;ing. managemenl buyouls. 
licensing and reslrucluring melhlxls. 

II was during the preparation of the Filth Plan. when lhe Malaysian economy faced a sombre 
ec.momic dimale. 1ha1 a team of experts from lhe United Nalions lnouslrial Development 
Org.miz.alion (UNIDO) and lhe Malaysian lnduslrial Developmenl Aulhorily CMIDA) presentt.'d 
lhe Industrial Master Plan (IMP) for the perilxl 1986-1995. The Sectoral Ta.:~k Forces for 
the implemenlation of lhe IMP have been actively involved in addressing the key issues 
highlighled in the Plan. The IMP is an indicative Plan outlining policy direction and priorilies 
towards utilizing lhe country·s natural resources and accelerating growth in lhe manufac1uring 
seclor in order lo facililale growlh as wel! as lhe redistribulivc aims of the NEP. 

B. INDUSTRIAL MASTER PLAN (1986-1995) 

The Industrial Masler Plan represenls a comprehensive study of 12 induslries. 7 of !hem 
resource-based and 5 non-resource-based. wilh a view lo providing lhe basis for subseclor­
specific industrial policies up lo lhe year 1995. The IMP identifies rubt-er pnxlucls. palm 
oil pnxlucls. t(xxl processing. wo<xl-based induslries. chemical and petrochemical induslries. 
non-ferrous melal pnxlucls and non-metallic mineral pnxlucls as resource-based induslries. 
and electronics and elcclrical machinery. lransport equipmenl. machinery and engineering 
pnxlucts. iron and steel. and lexlilcs and apparel as non-resource-based industries. These 
industries were studied 10 identify factors inhibiting their growth and to '.;uggest a new 
framework for development. imiicaling new directions for policies and !heir implcmenta1ion. 

The conceptual framework of the new developmenl slralegies was thus designed hy idenlifying 
priori1y induslries in lerms of priorily product groups in •:ach manufac1uring suhsec1or. The 
major thrusl of the strategy is characlerized by an oulward-oriented industriali1ation approach. 
The IMP advocated. illfa alia. incentives for import-subs1itution and elimination of 
discrimination against exports. The IMP also argues the case for a free trade re~!ime. keeping 
lhe infant industry considerations to the minimum. In view 01· 1he development ra1ionale ;md 
conslraints lhe IMP enlails ·scleclivity· in promoting heavy industries. whil·h need to he 
stralegically selected to lay the solid foundation for a more balanced growth. enabling Malaysi;1 
to leapfrog to an advanced industrial society by the turn of the century. 

The indicati\ e strategic direction in the selcl:ted subseclors of manufacturing merits attention. 

Ruhhcr producrs: export thnt.'it 

The main objeclive of the IMP i·. to develop this subsector into an cxport-oriemed industry 
with particular emphasis on the export of tyres up to M$ I billion by the year 1995. and 
10 misc M;1laysia · s share in \I. nrld production from 0.4 per l·cnt in 1985 to I . 5 per ccnl in I 995. 

The key development strategy dt.signales the tyre industry as the priorily product area. The 
strategy explains the iniliative' needed to overcome the harriers to world market entr) and 
acccs' to technology. The 'trategy also aims at strengthen in!! the Rubher Resc<trl·h lnstitule 
of Malay,ia. wilh a view to l·arrying m1t applied re,carl·h for the devclopmcnr ofthl· rnuntry·, 
ruhher industry in general and the lyre indu,try in part irnlar. The I MP adrnG1tes the 
devclopml'nl of ancillary indu,t;·ics including synthe1ic rubher hy declaring tlll·m priorit~ 
products in due '-·nurse. 
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Palm oil prod11ct:c d<'l"<'loping dmrn.wn·wn producH 

The :-.trah:gy li.'r the futuri: di:wlopment of the industry :-.ugge:-.h further down:-.trcam 
Ji:\dopmi:nt of palm oil hascd on prodm:ts hcyonJ pnll:e:-.scJ palm oil and the e:-.talllishment 
of palm ki:rnd oil-ha~'\! indu:-.tri1..·:-. hcyonJ the pr1..·~·nt 1..·rude palm h·rnd :-.tage. The l.\IP 
al:-.o re1..·ommend:-. ra1ionali1ation of the rdining and fra\."tionation :-.uhsc1..·hn "ith a 'iew h' 
enham:ing the prodm:tion i:ffa:iem:y and 1..·ompctiti\·ene:-.:-0 of pnll:i::-.scd palm oil. 

The l'.\IP identifii:s ole1.l\:hemi1.."al:-. and pnll:c:-.scd palm kernd oil a:. priority and promi:-.ing 
pmdul.."t area:. for e11.port. Foreign inw:-.ani:nt i:-. enl.."our.ig'-'\I in ok'lll:hemi\."al:-. produl.."tion. The 
i:stahli:-.hment of a market promotion funJ wa:-. abo re\."ommendi:d hy the l'.\tP. 

Fm"I prt'<l11cr...: tl<H'lll 011 moth•n1 tt•dmology 

The ohj..:1.."tiws of th..: IMP in food pnll:i:ssing rdati: to the di:n:lopment of a modern food 
pnll:e:-.:-.ing sc\."tor. the cri:ation of \."omparati\e ad\·antage:-. in ..:11.port-orienteJ and import­
suhstituting industrii:s and th..: i:stahli:-.hmcnt of industrii:s utili1ing mori: hll:al raw mati:riab 
and suhstituting them for import:.. 

Among th..: food pnll:i::-.sing inJustrii:s. 1.."1.l\:oa produ\."h. fruits and wgetahks and animal k'l:ds 
ari: li:-.ti:d a:. priority produl.."t:-.. Thi: IMP suggi:sb polil.."y measures to gain l.."omparati\·i: 
ad\antagi::-. in food pnll:i::-.sing hy reJm:ing the 1.."ost of produl.."tion. The gmi:rnmi:nt '-"''uld 
inti:nsify Rand D dli,rt:-.. induding the applil.."ation of genctil.." engin'-'l:ring. in ordi:r to improw 
the quality of ox:oa and pineappks. Al.."l.."orJing to the IMP. effort:. will ni:cd to he initiati:d 
in ordi:r to i:nhan\."e th..: :-.upply of lo\."al raw material:-. and to suhstitute thi:m ,-,,r import:.. 
partirnlarly :-.upplie:-. of input:. for the pro<lu\."tion ,,f animal li:i:d. Thi: Plan abo ri:'-·ommendi:d 
:hi: i::-.t.ihlishmi:nt of a hioti:\."hnology Re:-.earl.."h Di\ision. 

Wood pmd11ct.'i: rc.'itmct11ri11g and ratimwli:_atio11 

The main ohj..:1.."tiw of re:-.trul.."turing and rationalization i:-. to tran:-.fonn th..: wooJ-hascd inJu:-.tf} 
inlt' a major ri:sourl.."e-hased industry and to make ih down:-.tri:am pnl<lul.."b :-.ignifi\."ant 
wntrihutors 10 e11.port:-.. A:. part of realigning the fragmi:nted produl.."tion :-.trul.."turi: a furniture 
1.."nmpk11. for Peninsular '.\falaysia and timhcr pnll:e:-.sing zones for Sahah and Sarawak wi:re 
r1x1 'mmended. 

Within th..: suh,el.."tor the joini:ry mouldings and furnituri: industrie' \\ere listi:d a:. priority 
industries. whik the sawmill and plywood \er.ecr indu:-.tries wi:re de,tined for re,tnKturing 
and rationali1ation. The l.\1P ;1lso enrnur;1gi:s gri:ater utili1ation of existing resourl.."i::-.. in1.:luding 
ruhhcrwood. 

Chl'micals: looking i111n1rd.\ 

The strategy for ~1alaysia"s 1.."hemit.:al industry as pre..cnted in the l.\1P farnurs the development 
of the industry ;1s ;1 domesti1.: market-oriented industry. ideally a sound pt:tnll·h1..·mi'-·al industry 
hased on n;1tural gas feedstock. 

In the pclnKhemil.."al suhsedor. the IMP prefers a ha1..·k\\;;rd inlcgration appro;u:h 111 forward 
integration. For cx;1111ple. the start of the ethy kne plant will need 111 he ddaycd until demand 
for ethylene derivatives justifies;, \ iahlc ":ale of pnKhKtion. Thc IMP designatcs polyethylene. 
pol~·propylene. vinykhloride. vinyla~·etale and mt..1hanol deri\ati\c' ;1-. priority produds. In 
thc 'inorgani1..· 1..·hemi1..·al industry. 1.."hlor-alkali ;111d sulphuri1..· a1..·id planb arc earmarked for 
1111Klerni1a1ion. In the fcrtili1er suh..cc111r.1h1..· IMP li-.1-. urea. nitrogcn ;ind l·o1111•ouml l\.·rtili1cr-. 
as ~riority product-.. The IMP a"o favour' 1h1..· dcvdop1111:n1 of a ,pt..·1..·ial p1..·,til·idcs -.eg111cnt 
for ,ruhher and oil palm tree~. 
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Nm1-ft•rro11s 11u·tals: a f'IW.H'd t1[1prt1'.1Ch 

The IMP s1ra1egy for aluminium anJ copper aims al dewloping lhis si:gmenl in an orderly 
manner as an import-suhslilulion inJuslry. The Plan recommends lhe poslponemenl of 
proJuc1ion umil cheap ekclril.· energy is de,·dnped. Plan! e:\pansinn in 1he scmi-fahricalion 
of aluminium anJ l.·nppcr from importl."tl melals should pnll."el."tl only on lhe hasis of 
l.'1."tmomically ,·iahk ltll."al demand. 

The IMP rt.'l."ommcnJs lhe dewlopmenl of lhe lin scgmenl as an e:\port-orienll."tl induslry. 
The str.11egies propoSt."ti indude lowering 1he llnor price of 1he cnmmodi1y In enrnurnge markel 
growlh a_, wdl as measures lo gain cnmparaliw aJ\"anlage in lin proJuc1ion. 

Nm1-111t·ra/lic mi11t·ral prt1'.l11crs: jitllt•r 111ili:ario11 of ,/omt•.wic n•_iw11rct•s 

The key dcwlopmc:nl str.11egy eocour.1g1..-s foller u1ili1.a1inn of 1he nnn-nl\..'lallil· miner.ii rt.~mrces 
of Malaysia. anJ 1he de,·dopmenl of lhis manufacluring suhsi:clnr as a domeslic markel­
orienll."tl in-Juslr~. The IMP idenlifies l·eramics. riks. cemenl cnmposile producls and lloal 
glass producls as priorily proJucls. The IMP also argues lhe case for a special energy lariff. 
particularly for lhe prinrily proJucls. 

Elt•ctro11ic." mu/ l'lt•Cfrical i11tlmtrit•.c nw11i11g a local t'lltrt•prnw11rial i11iriarfrt• 

Th· long-lenn anJ hroad dewlopmenl ohjecliws aim al eslahlishing an indigenous declronics 
indusll! lhrough ltll"al enlreprencurial kaJership as wdl a.., accderaling lhe de\dopmenl of 
lhl· indusll! .. v.ilh particular cmph·isis on consumer anJ induslrial declronics for e\port. 

The IMP aims al: eslahlishing hasc for lhe de\dopment of lhe eb:lril·al induslry: dc\doping 
indigcncms capahilily in lhe road lransport c4uipmem indusll!: cslahlishing a h11.:al shiphuilding 
and ship repairing hase lo support lhc m;irilimc induslry: and en,•iring an organil'cd mm 
and sled induslr\. 

Machi11t'ry mul t•11gi11t•t•ri11g imlmrry: crt•aring a s1ro11g haw 

The l\1P slr;1lcgy aims ;1l laying a slrong foundalion for lhe Jndopmcnl of m;Khincry ;m<l 
cngint.'\:ring intluslries in sUpjlllrt of hea\y induslric.., in lhc 1990s. The slralcgy plal."es emph;1sis 
on lhe de\dopmcnl of prodtll"l lechnology againsl lhe l."ounlry · s l·onlinued dependen~:e on 
producing lel"hnology. i.e .. m;1inly ;1ssemhly krn.w-how. 

The Pl;m idenlifics 1he hasic comjllmenl modules as priori!) pn11.lul"ts. Th.: l'.\1P rernrmncnds 
lhe cslahlishmenl of a speci;1I dcwlopmenl fund for 1he machinery imluslr) lo supplcmenl 
fin;rnl·ing ser,ice' lhrnugh suhsidies. grants and credils for l1ll";11ly prodtKe<l prodtll"ls. 

/nm ancl .Wt't'i: tmnm/.\ prudt•llf pla1111i11g 

The IMP slralegy ensures th;1t \fal;1y sia will de\dop a planned and organil'l·d iron ;and stl.·d 
industry which is \i;1hlc ;and l"ompetiti\e in the domestit.· market. The Plan rernnunends lwo 
ph;1ses l"mering 1he period l9Xfl 1990 and 1991 199). The first ph;1se pcrt;1ins to e\islin).! 
facili1i.:s of the industry and tries to l;1y down a found;1tion for ;1 sound gro\I. th in future. 
while the sernnd phase indicates the long-terrn oplions: 11) meeting the demand h) importing 
from l'ompelitivc international suppliers: and I:! I eslahlishin)! inte)!raletl sled mills protltll·ing 
nude steel slah'.. and llat prodtll'ts. h1r option :! a , .. 1urs1.: of <Kliem for in\'l·slml·nt i" 
rewrmnended hy the IMP. 

frxtilt•.\ mu/ "l'fltlrt'I: moda11i;'.t1lir111 mu/ rt11io11ali:-.atim1 

Till" textile indu,try is l"'lpl"l'led to )!row thn111)!h 11101krnil'at1011 and rationalil'al1on. "hik 
the apparel SC)!m1·n1 is npcl·ted to lake maximum ad\anta)!l' of ils l'\Jlorl potential hy l'\pandin)! 
prod11l'tion ra~:ilit ie' if nn·es,ary. 
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.-\p;1rt from 1111 .. ·''-' 'll\.''-·iti'-· pr11gram111'-·'· 1lw g11\'-•n1111'-·nt"' ta\ 1"1t1li'-·~ ha' impni\'-·d Ill\.· 
im'-·,1111'-·111 dimah: in '.\lab~ ... i.t. Thi ... '-·an Ix· anrihul\.·d 111 a ta\ r\.'li1rm impkm'-·ntcd in th\.' 
li,,:al ~ '-·ar I 9X9. _.\, a part of thi ... rdorm '-·11qlt irate ta' \\a' h 1\\ '-'r\.'d fr11m -HI 1t 1 .'5 (lt.'r 1.."\.'lll 
'-'''-·cpt ti1r th1..· oil ... c1..·tor. In ;1dditi11n. the lkwl11pmcn1 ta\ i' cm i ... agcd 111 Ix· pha ... \.'d 11ut 
gradual!~. In ll)l)() Ill\.· dc\dopm'-·111 ta\ \\hid1 afkl"h llt11h indi\ iduab and '-·11mpani1.." ... \\ill 
h~ r'-·dlK\.'d fnim 5 pa '-"'-'Ill 111-' 1~r '-·1..·nt. The '-'\ '-·ntual aholition of thi ... t;I\ n1upkd \\ ith 
tll\.· rcdudi1111 of the n1rpora1c ta\ i ... '-''(X'l"l\.'d 111 '-·nharl\.·\.' tll\.· '-·11mix·tili\1..'n'-·" 11f '.\lala~ ... i;1 
a ... a h11 ... 1 '-·t1untn ftir im\.' ... tmcnt. 

lndu ... 1ri'-'' ltl\.·;11cd in Frei." Trad\.' Zoll\.'' 1.."njoy m11111m1m la\ formalitil.."' hoth Ill C\pt1rh 111 
pnl\.·c,,cd g1101.b and in impi1ri... of r;l\\ malaiab. '-·omptm\.'nh and mad1incr~. FT/ ty ~of 
fal.."ilitic ... ;tr'-' al ... o a\ ailahk in th'-· f11rm of l.i1..·\.'11'1.."d '.\lanul~11..·1uring Warchou'c' ( L'.\1\\" I. \\hen 
the c ... 1ahli ... t11n\.'lll of an rT/ i ... impr;Kti1..·al. St •me Ill."\\ iri...tnrrncnh for Bumiputcra ... Glllll.." 
into dk1..·t a ... a rc ... uh 11f the reformulation of the NEP. The g11\crnm'-·nt h;" tx·cn linaliting 
ih plan, f11r a ... 11-G11lcd Ne\\ Entr'-·prcncur Funt.I. \\hil.."h \\a' t.luc 1t1 he laun1..·hcd in farmary 
1990. Thi' Ill."\\ fun1.I i' 'uppt1,cd 1t1 ... uppi1rt int.ligcn11u' 1Bumipu1aa1 imol\cnl\.'nl in ... mall 
and 111\.'llium-... l.."ak proji:'-·i.... :\p;irt from lhl.." ... c irKcnti\\.' ,1..·h'-·mc ... pnl\ idct.I hy the federal 
Go\ crn1111..·n1. 1ha1.." ;tr\.' ... 111111.." at.lt.litional in'-·cnti\ c ''-·heme ... 11f the partil.."ular Stale Gt 1\ l.."rnm'-·ni.... 
l"ndcr the''-' pr11gra111mc' the ... tat( prm idc int.lu ... trial ... it\.'' for imlu ... 1rial planh ;111d h;l\c 
c ... tahli ... hcd 'll\.'l.."ial indu-.trial park... 11r area' in \\ hi'-·h the ha'i'-· infra ... 1ru1..·1ur'-'. i.\.' .. p11\\ er. 
water ant.I 1.."11mmlmi1.."ation .... i ... a\ ailahk. '.\to ... t of lhc ... c ... itc.., arc no\\ partly or fully t.lc\ d11pcd 
ant.I ni\cr an arc;1 of more th;m 12 milli11n ... 4uarc metre .... lndu ... 1rial c ... tat.: pri'-·c.., rang1..· from 
'.\IS 7 111 D in k" de\ do~d area' 111 '.\IS 17 111 ..i..J (lt.'r ... 4uarc metre in prime ;ir\.'a .... '.\It ir'-· 
of thc ... c indu ... trial ... ire ... a1 .. ~_.: · •.k\dn(lt.'t.I and planned. 

Pri\alc imc ... 11111.:nl \\a' '-''limal\.'d to ha\C ri ... cn hy _,(J_J p1..·r '-"\.'Ill in 19X9. :\n added hoo ... 1 
to till· m1m11..·n1um Pf pri\al1..' imc-.lmcnl \\a' the '-·onlinucd ... upp11rt gi\l..'ll hy the go\\.'rlllll\.'lll 
to pnimotc l11c1I and foreign im c ... 1mcnh. Sc\ aal re\ '. ... i11n' \\a\.' mad\.' to the I 9XfJ :\'-·1. \\ ith 
a \ii."\\ 1t1 ra1ionali1ing the inl"l..'llli\I..' ... tnll"tur\.'. With dkd from 1h1..· a ...... c ...... mclll year !l)IJO. 
a one pcr'-·cntagc point rct.lul"ti1111 in the dc\dopml.."nt la\ from 5 (lt.'r l.."l..'111 lo 4 per '-·cnl \\a' 
inlrodlll"Cd . .-\ ·..,\.''-·11nd round· of pionca ... 1a11" \\a' in1rod11l"cd for 11\.'\\ 1..·11mpanic ... ''-'I up 
hy C\i ... 1ing or \.'\-pioneer companic-. produ'-·ing the ,;1111c pr11111011..·d prod11\.·t or adi\ ily. With 
a\ il'\\ lo promoting ... mall- and mcdium-... cak indu ... 1ric' the (l)t)() hudg'-·t announced 1111..· ... ctting 
up 11f an lndu ... 1rial Tcd111ic1I _.\..,...i..,lan'-·'-' Fund \\tlh an initial n111trihu1i11n of \to;, 50 million 
hy lh'-· gmannl\.·nt. Thi." Fund i ... in11..·ndcd to prm idc ma1d1ing granh and h11h 111 a,,i,1 S\11, 
in 1.."11nd1ll"ling ka,ihility -.1udi1..·, and rc ... carch and dc\dopmcnl. In ord1..·r to prom11!1..• linl..ag'-'' 
hd\\\.'\.'11 ... mall- and 111cdium- ... i1c indu ... tric-.. all Ill.'\\ dc\.'lroni'-· proj'-''-'" ar'-' no\\ rcquir'-·d 1t1 
ad1ic\'-' at k·a,t 50 ~r '-·cnt of loGtl omtcnt hy th'-· thin! year of opcrati11n' 1t1 h'-· digihk 
for pi1>n1..·cr 'tatu' or in\c-.tlll\.'nt ta\ allowann:. Thi' l'llnditionality i.., applic1hk 111 \.'\-piorwcr 
'talll' or \.'\i,ting ck\.'lroni'-· 1..·ompanic' \\ hid1 re-ill\ '-''t in ... imilar line-. of produ'-·i.... To '-'ll'lir'-· 
,;:r1..·a1t.:r a1..·'--'-'" to the I'. \port Credit lkfinancing flTR I 'd1c11l\.· hy the 'mall \.'\jlortcr' and 
Ill'\\ manufo\.'lurcr .... a Ill.'\\ E \port Credit lrn '-''trm·nt ( iuaranf\.·c f ECI< i l 'dll'lll\.' \\a' l.11111dk·d 
in '.\1ard1 l1NO. 

D. FOREIGN INVESTMENT INCENTIVES AND ADMINISTRATION 

'"' t'llfil'(',\ 

:\1ala)'ia ha' a ~ood rc1.."11rd a' a h11't l"t>lllllf") for lorl·i~n dlrl'd lll\1..',llll\.'111. TIK· attrad1\l'Jll'" 
111 :\1ala)'ia a' oi ho't l·ountry ha' hl'l'll innl·a,in~I) 1..·nharknl dul· to an ;1rra) of ilWl'llfi\l''· 
dcr'-·~ulation ar>d n lllduri\l· ad111ini,trati\ l' pron·durl''· Ba-.icill) all illl'l'lll i\ l'' 111 thl' ( ')Xh 

Pro111otion ol lnH''IJ11l'lll Ad al"l"flll' to hoth do111l·,fil· and lorl·i~n illH''tor .... In thl· ,;1111l' \l'IJI. 

... uh-.l'l(lll'lll aJ11l'Jld1111..·11i... arl.' af,o applil'ahk t11 lon·1~11 111\l''tor .... 
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The farnurable attitude towards foreign in\'eslmenl has been further cnham.:cd by hilalc:ral 
agn.-emcnls wilh major inn.-slor countries on double laxalion and inn.'Stmcnt guarJnk>t.'S. Double 
laxalion agreements avoid lhe incidence of douhle laxalion on inlcrnalional i;icome such as 
business profits. di,·idcnds. inlcresls and royahies thal are dcrin.-d in one country and rcmilk'<l 
lo another counll). This. therefore. removes the "lax barrier· to inlcrnalional lradc and 
inwstmcnl. * 
The purpose of investment guarantee agreements (IGA) is to ensure against non-commcn.:ial 
risk such as expropriation and nalionalizalion and lo allow for the rcmiuancc and rcpalrialion 
of capital. h is hoped lhal IGA will inculcate confidence in foreign investors and pre\"ent 
a.-bitrJI)" action on the part of a n..-cipient country. Mosl of these agreenk:nls indude a guarnnk-e 
lhal there shall be no expropriatior. or nationalization exccpl for a public purpose. In this 
case prompl and adequate compensation has to be given hy the host count()·. Furthermore. 
these agn.-enk:nts indude pem1ission to remit or repatriate profits or equity ::apital on inwstnk:nt 
in any com·ertibk currency. 

The fa\ourahlc envirnnmenf for fi.lreign dirccl investment has been recently complemented 
by additional measures lo attract foreign companies. Preferential trealmenl will be given lo 
transnational companies which establish their regional headquarters in Malaysia. Th-: '.\1inislry 
of Trade and Industry provides both fiscal and other incentives fi.lr the establishment of so­
callcd operational headquarters (OHQs) starting from the fiscal year 1990. 

OHQ slatus will be !,:iWn only to manufacturin!! sector fim1s. thus excluding all transnationals 
in the finance sector and other service industries. The OHQ lrealmenl pro\idcs for lax 
dcdm:lions for management income. dividends. licence kcs. and interests. F1lr lhesl· innm1e 
soun.:es. a reduced income tax rate of 10 per cent will he applied for a pcri1ld of 5 years. 
In addition. tax exemptions are gi\"en. when a lransnalional company undertakes foreign direct 
inwslment under OHQ status. The dividends from this inwsllnent will be exe'.11pt from tax;1tion 
for a pcri1ld of ten years.** 

Firms obtaining OHQ status arc given live work permits for expatriate staff and even more 
if the case is judged reasonable. Moreover. these companies arc allowed 10 hold lim:ign 
currency deposits. to lake credits from Malaysian hanks and linanct: inslitutions and to rctransli:r 
profits and equity. In addition. OHQ firms arc assured prcfercnlial tri:atmt:nl when lhcy apply 
for 1i:lecommunication extensions. 

Foreign i1H"estme111 aclmi11i.wrario•1 

The legal framework codilit:d in the Industrial Co-ordinalion Acl of 1975 llCAI rt:quires 
all pcrsons i:ngaging in ;my m;mufacturing activity 10 ohtain a lici:nct:. All manufacturing 
companies wilh shareholders· funds of MS 2.5 million and aho\"t: or i:ngaging 75 or more 
full-lime employees need lo apply for a licence lhat allows for inn:stment or tht: i:xpansion 
of tht: pnlduclion capacity ;md 1he diversilic.1tion of prodm:ts. 

The hureaucralic procedun: governing 1he apprm;1l of all imeslrnenl pn~jel"ls has ht:en improved 
suhstantially. as 1he enlire de1.:ision-111;1king prtKess was nmcen1ra1ed in one governmenl 
instilulion. namely 1he Malaysian lnduslrial [k\dopmenl Aulhorily IMIDAI whil·h has 
furn.:tioned as lhe so-called Co-ordination Cenlrc for lnveslmcnl 1CCI I since Ol"lohl·r I lJXX. 

• t\n·11nhn)! 111 rh« pn" 1'1"n' 11f douhk W\01!11111 <1J.!rn·111,·nh. h1"111'"" prulll' ar,· ''"'"I 11111~ 111 rh« ,·1111111r~ 111 
"h1d1 1h,· 1r;m,n.111011al r11111p;111~ "l11c11,·1I. T;ix "In ll"d m !Ill· ,·11111rarlln)! ,·1111111r~ on '" 11111d1 111 rlw pr11t11 
a'" a11nh111;ihk 10 rh,· p..r111;i11,·111l·,1;ihli,IJ111,·111111 lhl· ,·11unrr~ 111 "h1d1 lhl· p..r111an,·n1 o:,rahh,hnwnr '' 1111:.11,·d 
In add11111n. 1111"111t 1hc ,·1111111n.-, 111 r,·,11knn· \\hi.-11 ila\l" ,·111,·r,·1111110 deouhk l,l\al111n a)!fl"l"llll"fll' "llh \f,1l;i~ ''" 
.,,·,·11r.l 1;ix 'PMlllJ! 1·rc1lir' Th«w nl·d11, arl· )!iH·n. 1f no !;I\ r.1ll" 11r a l""'·r !;I\ rail''' paid 111 rh,· h•"I '"111111r~. 
'" 11 1' lhl· 1·a,,· "llh 1h1· I.I\ l"\l'lllpl11111' )!ra111,·d 11111kr lhl' Pru111111111n ol ln\l·,1111,·111 ,\,·r. l'IXI! 

• • hr111' \\ l11d1 .ire .ilrc;1<1\ rq•rc'<'l11l·d 111 Mal,1~ ''·' .ind 'nh"·qu,·1111~ appl~ f11r !he Oii<) ,1.1111'. d11 11111 l.111 
n11d..r 1111, 'Jll"n,11 lax rc)!11la111111\. 
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Till· tlk1in furKlit 111 '1f 1h1: CCI j, h 1 pn l\:I.''' d1:1:i,io11' 1111 ;1ppli..:.11iu11, Ii 11 111;muf;1..:luring li'-·'-'ll"-''· 

In ;1ddi1ion. lht: CCI i' in t:harg1.· of all appli1.·;11ion' ti1r la\ in1.·l.'nti\I.'' unJl.'r thl.' Promotion 
of Im '-''11111.·nt .-\t:t I 1>Xh. l.'\palri;t:.: po'h and n1,1011b duty 1.'\l.'mp1ion. Thi, i' a 'uh,tantial 
impro\1.'m1.·111 in im1.·,tm1:n1 admini,1ration. 'i1K1.' doml.',li1.· and fort:ign iml.',lor' 11l·1.·d only 
;1ppn1ad1 '.\111>.-\ 1t1 oh1ain 111t1,1of1h1.· ;1ppro\al' rl.'4uirl.'d ;11 th1: kdl.'ral k\d \\ilh rt:,pt:LI 
1t1 m.111ufa .. :1Uring. 

Whik lhl.' '.\Ill>:\ ha-. 111.'t:oml.' lhl.' "1k in-.tilution in t:hargl.' of thl.' appm\al of tiirl.'ign Jirl.'1.·1 
iml.',11111.'nt projl.'1.·h. thl.' '.\lini-.try 1•f TraJI.' anJ lnJthtry omtinul.'-. to 0111-.iJl.'r applil"ation' 
in lhl.' light nf thl.' !'\ EP in gl.'nl.'ral. In lhl.' 1.:a,1.· nf a 1.·ontrnwr-.ial Jl.'l"i,inn on thl.' part of thl.' 
'.\111>:\ ;1 'rt:t:ial offox in thl.' '.\lini-.try of Tr;1lk and lnJu,try. '' hil"h i' dirl.'1.·tly 'upt:n i-.1.'J 
hy thl.' '.\lini-.tl.'r. ''ill -.aw ;1-. an ;irhitration l"OUrt. 

T:K· pa-.t pt:rli 1r111;111l·I.' of thl.' '.\II I>.-\ with rl.'-.pt:1.·1 to projl.'l"I apprm al fl.'\ l.'al-. furtha in-.ighh 
into thl.' g11h·mm1.·111·-. l.'mpha'i' on 'trl.';unlining iml.'-.lml.'nl admini-.1r;1tion. In 19XX. lhl.' m1111hl.'r 
of ;1pp1i1.·;11inn-. and ;1pprmab for 111;1llufa1.·1uring li1.·l.'nl"I.'' inl"rl.';1-.l.'d -.uh-.1an1ially. 

Oul of h I lJ applil";1tion-. from forl.'ign im l.'-.tor-. -PO Wl.'rl.' apprm l.'d in I lJXX. 1.·omp;trl.'d \\ ith 
228 .. mt of 253 in I 9X7. Gi\1.'n thl.' incrl.'a-.1.· 111 appliGlliom. th1.· go\1.·mm1.·nt i-. 11.·nding lo hl.'1.·11ml.' 
morl.' -.dl.'di\\.· '' i1h rt:-.pl.'l"t ti' forl.'ign Jirl.'1.:1 im '-''tmt:nt. 

Thi.' brgl.'-.1 numhl.'r of appro,ab haw 111.'l.'n giwn to firm-. proJtll·ing ruhhl.'r producl-.. 11.'\tik' 
and 1.'kLlronio. Thi-. hold-. Intl.' hoth for Joml.'-.tic anJ tiirl.'ign iml.',lor-.. In 11.'rm-. of Iota( 
pmpml.'J c;1pi1al in\l.'-.tm1.·nt. tht:rl.' i-. a hia-. hl\\anb ha-.i1.· 1111.'l;tl prodtKh. dl.'dronic-.. ruhhl.'r 
product.. and 1.·hl.'mi1.:al product.. hoth for tiirt:ign and do111l.'-.ti1.· firm-.. 

Fort:ign iml.',lor-. art.' alltl\\t:d 111 hold lhl.' m;1jority l.'4uity p;1rtil"ipati11n in l.'\fklrl-oril.'nll.'d 
firm-.. Fort:ign in'l.''tor-. Gill oht;1in a m;1j11rity of 51 pt:r 1.·l.'nt of 1:4ui1y if thl.' npiirt -.hart.' 
of pmdudion r;111g1:-. ht:l\\l.'l.'n 20 and 50 pl.'r 1.·t:nt. If thl.' 1.'\f"lrl 'hart.' l.'\1."t:l.'d-. 1hi-. rangl.'. 
t:\t:n llKI pl.'r n:nl of thl.' -.tock c;1pi1;1I Gill hi.' oh1;1int:d hy forl.'ign im l.'-.tor-.. Fir111-. \\ ith ;Ill 

l.'\port -.har1.· 111.'low 20 pt.•r 1.·l.'nl ;ir1.· da ...... ilil.'d ;1-. d11m1.·-.1i1.·ally ori1.·ntl.'d. -.11 that ti irl.'ign partn1.·r, 
;1r1.· alhl\\t:d to hold a maximum -.hart: of ~O pt:r ct:nt. For fir111-. t:ngaging in tht: nlra..:lion 
;111d prnc1:-.-.ing of 111ina;1( ort:-. forl.'ign majority in 1:4uity p;1rti1.·ip;1tion 111;1y hi.' allo\\l.'d. 

Tht:rl.' i-. a 1ran-.i1ory rt:gulation allowing fort:ign iml.'-.lor-. to hold a 1110 pl.'r 1.·l.'nl -.hart.'. if 
thl.') arl.' nol in ;1 po-.ilion to find a local partnt:r or if thl.' firm nporh 50 pl.'r 1.·1.·nt or mort: 
of ii.. prndul"lion. Thi-. l.'\Cl.'ption;1I ruk abo ;1pplil.'-. to rnmpani1:-. l.'mploy ing morl.' than .~511 
full-ti1111.· '.\falay-.ian workl.'r-.. Initially. thi-. wa-. ;1 tran-.itory r1.·g11lation applic1hk for 5 yt:ar' 
from I ( k1oha I 9Xh unt ii I 1>1:1.·t:mha 1990. hut tht: gm t:rnmt:nl ha-. 111;1d1.· ii dt:ar 1h;11 it 
will not hi.' prolongl.'d hcyonJ 1990. Uowt:\t:r. onct: a rn111pany i-. appro. l.'d undl.'r thl.'-.1.' 1:4uit) 
guiddinl.',, it will not ht: rt:4uin·d to rl.'-.tructurl.' ii.. l.'4uity at any timt:. l.'\t:n alkr lht: yt:ar 
1990. prmidt:d that thl.' wmpany rnmplie-. with thl.' wndition-. of apprmal. l>ut: lo tht:-.1.' 
t:\t:t:ption-.. the pt:rt:t:ntagt: of wholly foreign ownt:d comparie-. and joinl \1.·nturl.'-. \\ ith foreign 
111;1joril) wa:-. wdl ahm1.· -JO per 1.·t:nl of all prnjt:cl' appro\ed. whik joinl \t:nture-. wilh a 
Malay,1an m;qority ranked wdl hdow 20 pl.'r n·nt in I lJXX. 

E. SCIENCE AND TECHNOLOGY POLICIES 

A 'uh-.tanlial in-.titulional ha'e for 1111.: -.upport of 'l'i1.'lll'I.' and 11.'dmology IS & Tl ha' h1.·1.·n 
1.·,1ahli,h1.·d -.inc1.· llJ7). Tht: major part of S & T a1.·1iviti1.·., i' 11mkr1akt:n h) µ11\l'rlllllt:nt 
in,ti111t i1111' a-. wdl a-. varic m-. uniwr-.ity rt:,earch la he 1ratori1:-.. Till' Ii 1r111er 01111pri''-' 'ix .. 1at11h 11 v 
and eiµht lkpart1111:ntal r1:-.1.·ard1 in-.tilution' in lhl' \ari1111-. 111i111,1rit.·,. In th1.· aµrin1lt11ral. fort:-.11") 
and fi,ht:ri1:-. proct:..,..inµ 'l'ctor-. 1hn1.· art: four in-.1it11tion-. whid1 arl' in d1arg1.· of S & T a' 
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wdl as R & D. The~ c arc lhc Ruhhcr Rcsc:an:h lnslilulc of !\talaysia I RRl!\1 I. lhc Palm Oil 
R\.-si:an:h ln...rilulc of Malaysia I PORIM I. lhi: Malaysia Agrirnltur..11 ~\.>si:an:h and Di:wlopn~nl 
lnslilulc 1MARDll. lhc Fisheries Resc:an:h lnslilulc in Pulau Pir. -~and finally lhc Forcslry 
Rcsc:an:h lnslilule of Malaysia I FRIM ). 

The major part of induslrial and mining rcsc:an:h is \.·arricd oul hy -' rcsc:arch inslilulions. 
The Slandards and lnduslrial Rcsc:arch lnslilulc of !\1alaysia 1SIRl!\1l fo~:uscs on lhc 
dc\·dopmcnl of indigenous lcchnologies. This inslilulion is in char)!c of lhc adaplalion and 
lr..1nskr of imported industrial k>chnologics to small- an<l 111cdium-sc.tk induslrics. The other 
lhR'l: instilutions have a dear S\.>ctor..11 oricnlation. The Malaysian Institute of !\1icro-c:b:tronic 
Systems 1MIMOS1 undertakes holh basic and applied research in micn1':1ectronics. while 
lhc Nuclear Energy Unit cNEUl provides training and rcsean:h in the applil·alion of nuclear 
science and technology. Research aclivitics rdalcd to lhc mining sector arc carried out oy 
the Mines Research Institute of Malaysia 1MRIMI. 

Many are:is of applied research conducted hy these government institutions ha\·c hcen 
complemenk'<l by the universities. These areas include agriculture. forestry. animal husbandry. 
fisheries and food processing. the use of solar energy and medical research. There has hccn 
increasing R & D collaboration hctwc-en universities and industry. In order to facilitate 
lcchnology interchange between the academic and the industrial sector. so-called industrial 
liaison units within each of the local univcrsitic-s have hcen established lo enhance the diffusion 
of technologies and innovalions to lhc industrial seclor. 

Dcspilc this wdl devdoped infraslruclurc for R & D and S & T. there was an absence of 
mer..111 direction and comprehensive strategics on S & T unlit 1985. Under the past dcl.'cntralizcd 
system in S & T planning and organization most of the research institutions were guided 
by sectoral goals. while research institutions and uni.ersities cstaolished !heir own objccti,·es 
and priorities. During !he Fifih Plan period the government has attemplcd to centralize planning 
and implementation of R & D and S & Tin order to achieve a highl'r productivi1y in R & D. 

In this respect. the National Council for Research and Devdopment 1NCRD1. which was 
founded in 1975 as the major science policy organizati.m. has hcen strengthened to provide 
more effective intersectoral jurisdiction in planning and managcmenl. while independent 
ins1itutions are in charge of !he evalualic"' and assessment. The NCRD is expected to undertake 
a comprehensive review 10 examine the owrall direction nf research ohjc-ctiws and priorities. 
in line- with nalional science- and technology policy ..1s c-misaged in the- Fifth Plan. 

The strengthening of 1he NCRD will he accompanied hy an inl-reascd alhl\:alion of funds 
that will he centralized under the central Rcsc;irl·h and De\dopment FunJ. In this respect. 
sc\eral areas ha\c hecn identilic-<l as l"iigh priority for gowrnment support. Thc-sc <ll"ti\itic-s 
arc dassilic-<l as ·high-technology R & D arc-as· <tnd ·strategic acti\ities ·. 

The "high-technology R & D areas· include- mainly the t:elds of microdcctroni"·s. laser 
technology and electro optics. hiote~:hnology. materials technology. manufacturing lcl·hnology 
as well as software technology. The government regards these research efforts ;1s ;1 wntrihution 
to productivity gains and innovations. which arc to support the dc\dopmcnt of !he counrry · s 
export-oriented industrial scl·tor. Especially. microclcl·tronil·s h;1ve hccn identified as an 
important clement in <Khie\ing industri;1l competence. In this rcspel·t research as it is undertaken 
hy MIMOS will he further supporlcd. rounded in 1985. MIMOS has pul an cmph;1sis on 
technologies having potential appliG1tions in innm;1tivc high tc-l·hnology prodtll"h for lol·al 
distrihu1ion and c-xport. It has hcen acti\c in demonstrating 1!-ic potcnrial of mi"·rockl"lronio. 
to the local industry and providing training in integrated "·irrnirs. 

By contrast. the <Klivitics classified as stratq!il· may not directly lead to prodtll"li\ily gams 
in !he manufa1:1uring sector. hul they may conlrihulc lo lhl· monitoring of natural resourn·s 
and th•: enhancing of R & I> prodlll"livity. UcrK·c. slrall·gil· rcscard1 programme' forn' on 
occano!!raphy. urhan climatology and the estahl1,hmen1 of re'"'ard1 and lrainin!! l·entres. 
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Howcn~r. lhc gmcrnmcnr"s rcw&trl·h polil·y J,~s nol only aim •ti S & T al·li\'ilil·s in lhc puhlic 
wclor hul abo ancmpls 10 fos1cr rdak-<l acli\ ilics in lhc pri\ ale scl·lor. During lhc Sixlh 
Plan perio<l. lhc pri\ all· Sl"l"lt1r is C'(ll'l'.lcd 111 inl·rcaw iis role in R & D cspel·ially in rl·souR·l·­
haSl-<l an<l high-lcchnology pwgranun.:'. Towar<ls 1his cn<l. 1hc gmcrnmcnl plan' lo prmidc 
holh lax anJ Olhcr inccntiWs 10 Cnl·our. ·gc pri\'alC sCclor p<trlil·ipalion. 

This S & T policy is 111 he complcmcnll-<l ;1y incrcasc<l lranskr of lcl·hnology from ahrna<l. 
In lhc pasl mosl agrccmcms on technology lransti:r haw hecn condu<lc<l un<lcr lhc so-callc<l 
·Tl-chnical Assislanl·c an<l Know-how Programme·. which is a<lminislcn:J hy lhc ~1inislry 
of Tr.We an<l ln<lustry. In lhc: I 9X I - 1 l.JX5 perio<l. 1hc: largc:sl numher of agn .. -c:mc:nls rc:gislcR-<l 
wilh 1hc: Minis1ry of Tra<lc: and lnduslry han: hecn in 1hc foo<l. dcl·lmni..:. ckl·lrical and 
molor-whidc induslrics. 

The gm·crnmcnt is ancmpling 10 impro\'C: 1hc: a<lminis1ra1ion of lcchnolo~y lransli:r hy 
concc:nlraling ii in one go\'c:rnmc:nl ins1i1u1ion. formerly. lhc formulalion of s1ra1c:gic:s for 
ll-chnolo~y lranskr was due 10 lhc Co-or<linaling Council for ln<luslrial T c:chnology Transti:r 
1CCITT1. which was foun<lcd in II.JM:!. The rcsponsihilily of lhc council was lranskrrcd 10 
1hc NCSRD in II.JM';. which is to consi<lcr lhc cslahlishmcnl of rcgulalory. adminislrali\'c. 
an<l technical inslrumcnls for dti:cli\'C lcl·hnology lr.tnsli:r and ahsorplion. In addilion. special 
emphasis will he placed on the conuncrcial cxploitalion of locally-gcncralcd lcchnologics. 

F. KEY ISSUES AND OPTIONS 

The rdimnula1ion of 1hc New Economic Policy in lhc 1990s is likely lo focus on lhc 
achicwmcnl of Malaysia· s amhilious economic \'is ion of joining lhc ranks of 1t1c newly 
indus1riali1ing economics.* The gmcrnmcnl cndca\'ours lo reach 1his goal hy lhc lurn of 
1hc ccnlllry hy huilding up an ad\'anccd cxpor1-orien1cd •:1<mufac1uring s1ruc1urc along with 
a coh('si\'C slralcgy 10 u1ili1c lhc counlry"s resource polcnlial for induslrial deepening. Howcwr. 
10 al·hiC\'C 1hc full po1cn1ial of 1hc manufacluring sector in order 10 rapidly lransform the 
Malaysian economy. alh:nlion will need lo he forn:;.:d on increased prodlll'ti\'ity. dlil·icncy 
and compelili\'cncss. 

In 1hc current waw of inwslmcnt-lcd growth. pri\'ali1ation is a cenlr<1I kalure of the induslrial 
slratcgy. But the '.-.prcad of pri\'ati1<1lion and its growing acccplancc docs nol nn·css;arily mean 
1ha1 lhc high p<u:e of industrial cxp<msion will he automalically sust&1ined. Pri\'ati/i1lion h&1s 
hccomc a more n1mpkx phenomenon in M<1laysia as ii has hccomc cntangkd with the 
rcdistrihution ohjCl'li\'c of the NEP. Malaysia· s privati1<1tion prngra:mne enwmpasscs an 
unfamiliar ohjecli\'e. A compk.x syslem of government-owned ;1ssels was created in order 
to enahk the indigenous Malays to achieve increasing participation in corporate e4uity. The 
so-c;1lkd ·e4uil<1hk · particip;1tion of indigenous ~fah1ys in lhe process of indus1riali1a1ion 
could he redclined as ·al'li\'e· parlicipalion. The exislcm:c of a large pool of Bumipuh:ra 
cnlrcprcncurs hy 1he late llJXOs m~ant 1hat many of lhc puhlic sel'lor a':li\'itie-. l·ould he 
pri\'alized lo furlher increase indi\'idual Bumipulera participation in 1he indu-.trial seclor. A 
New Enlrcpreneur-. hmd lot;1lling M$ 250 million was laund1ed hy the Central Bank in 
lkcemhcr 1989 in order to encourage new Bumiputcra entrepreneur-. lo \l'nture in1t1 new 
projel'ls. The indusion of olhl·r Malay' in Bumiputera cnlerpri-.l'' \\ould l'nahk the former 
to wntrihute l·apital. enrreprl·neurial 'kill-. and ensure higher lc\'d-. of clfa·ierll·y. All pri\'alill·d 
indu-.lrial unit-. will thu' need to he a-.se,-.ed in terms of dfil·ierll'}. parlinilarly in \'il·w of 
the fol'! 1hat produl'11\·e dfil·ienl·y i' i11aea-.inµly heinµ eroded in -.e\ cral 'l')!llll'nh of 
manufocturinµ due lo l'"'' l',l·alalion. 

· S11,h ,1 ''''"" \\,1, '''l"'"'"d 111 lh1· l11d11,111.il \1,1,ll'r l'la11 p1nl'llll'd 111 l'IX' .,,.,. (i11\•'rllllll'lll 111 \l.il.1h1.1. 

,\f,.,(111 111 1111.t f 1•111: I t'l 111 (11,/111/n.1( .\111111·1 1'11111 .\l1il1111111 ( 11.'lfi ('11>' I 1\11.11.1 I 11111p11r. l'>X' 1. I' 7 I 
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'.\talaysia fao~:-. a ·ril'.h natural re:-.our\'.e dikmma ·. Although the 1.·1•untr~ i:-. enJowed with 
ahundant :-.upplie:-. of natural ruhh.:r. oil palm. p.:trokum. natural ga:-. and timh.:r. '.\ta la~ :-.ia · :-. 
t.·omp.:titi\eness lies in del'.tronil'. as:-.emhly. te\tik end-pnldul'.ts and fahri1.· manufal'.turing. 
The rdati\·d~ higi1 wage r.ite:-. in reStmKe-ha~-J ol'.rnpations haw meant that '.\1alay:-.ia l'.ould 
not l'.omp.:te dti:l'.ti\·d~ against other !ow-wage \'.OUntries. For exampk. the minimum wage 
paid to plantation \Wrker:-. in the mid 1980s \\a:-. ahout 82 p.:r l'.ent higher than in lndone:-.ia. 
It ;:-. not surprising 10 note that a major huyer of Malaysian palm oil. India. :-.hilt1.'ll ii'.' purl'.ha:-.c:-. 
10 lndone:-.ia in early 1990 0.:l'.au:-.c of lower pril'.e:-.. A ta\ on the e\port of aude palm oil 
in '.\1alay:-.ia i:-. primarily intended to enrnurage don11:>.til'. use for furt'1er pnx:e:-.si'lg. Crude 
palm oil al'.\'.OUnt:-. for 75 p.:r l'.ent of the omni~·:-. I million torir1, s of exi:-.ting st1x:k. A rdeasc 
ofthi:-. :-.1t11.:k to the \\Orld market rnuld make Malaysian palm oil more rnlnerahk lo a po:-.:-.ihk 
downward slide in pril'.e:-.. Thus. a higher degree of industrial pnx:essing i:-. warranted in order 
10 :-.lrengthen Malaysia·:-. natural onnparati\"e ad\ antage. 

Prio1 ity a\'.l'.orded to the inllow of foreign inwstmenl i:-. ha:-.cd on the a:-.:-.umplion that ii will 
pro\"ide the greatest imp.:tu:-. for tel'.hnology upgrading. This may sp.:arhead the pnx:e:-.s of 
the rnunt~ ·:-. re:-.ourl'.e-ha~d indu:.trialization. enhanl'.ing the natural rnmparatiw ad\·antages 
of the C\i:.ling rCStlUKC Oa.-.C and produ1.·ing m1.-Jium to high \·aluc add'--J manuf~KIUrt.-J produds 
\\ hi1.·h l'.nuld onnp.:tc su\'.\'.e:.sfully on the world market. 

A ho:.t of anral'.ti\"c inl'.cnti\"C:-> has hcen anmmnl'.ed 10 anral'.I in\"estors. hoth domcslil'. and 
foreign. HoWC\"Cr. industrial rcstnKIUring \'.annot 0.: al'.hiC\t.'ll oy inl'.cnti\ cs alone. To Cn\'.ouragc 
pri\"atc in\"cstmcnt and 10 promote dfil'.ient industrialization. the stru1.·tur;1l is:-.ucs rdating 
to wage strul'.ture. tariff protel'.tion as wdl a:. mooilization of rc:-.ourl'.cs will need to 0.: rc:-.oh ed. 
Gi\"en the r1.·sourl'.c endowment of the Malay:.ian Cl'.tmomy. a rc\"italization of the agril'.ultural 
sc\'.tor and the :.trcngthcning of linkages with the indu:-.trial sel'.lor would enhanl'.e the :-.trategil'. 
fat."tor:. of rapid industrial 1ransformati1m of the Malaysian el'.onomy. 

In managing the tran:.ition of the crnnomy to NIE statu:.. '.\1alay:.i;m polil'.y-makcr:-. will need 
to monitor the :.ymptom:. of o\"crhcating. In 1990 the Malay:-.ian ernnomy is cxpcl'.lcd to gnm 
faster than earlier projel'.lions. Although the eomomy is wdl on l'.ourse in terms of growth 
rate. inllation and dchl-servil'.e payments. imports rnntinuc to gnm faster than exports despite 
a \'.heap Malaysian ringgit. The intervention of the Central Bank to support the l'.urrcnl'.y and 
higher interest rates haw already acated strains on the e.:onomy. Massi\e G1pital inflows 
\'.all for a prudent monetary polil'.y in order 10 manage ex1.:css liquidity. New wage demands 
multi surfal'.c and huild up inflationary pressure. Thus. the major issue is lo al'.hicw a sul'.\'.essful 
transition of the ernnomy without huilding up m;1crocrnnomil'. imhalan\'.cs in the 1990s. 

G. CONTOURS OF THE SECOND PERSPECTIVE PLAN AND SIXTH 
FIVE-VEAR PLAN 

With a 9.-l per l'enl growth of r1.·al GDP in 1990. rnmpared with an earlier fore1.·ast of 
8.J per t."ent. the t.'l'onomy of Malaysia is p11iscd to set a rnmfortahk stage for la1111l'hing 
the Sixth Malaysia Plan ( 1991 - 11J95) and the Second Pcrspc1.·1ivc Plan for the 1990s. The 
earlier forc1.·asl was altered largely hy a sudden upswing in the world oil prin·s. Al the 1im1.· 
of writing. dclaikd information on these Plans was not availahk. (Th1.· Plan dornmcnts art.' 
likely to he made availahk lo the puhlil' in mid-1991.) The pre\ ailing 1.·thos of posl 1990 
poli1.·y pronoun1.·e111ents suggest that the twin ohjcl'livcs of poverty cradiGttion and rcstrul'lurinµ 
arc to he retained and \arious 111c1.·hanis111s will he line-tuned in onkr to al'1.·ckrat1.· agri1.·11ltural 
111mkrni1:ition. rural dcveloprncnt and the pal'c of industriali1ation. 
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Th\.' hudg1.·l f11r 199 I j, lk,ign1.·d 111 'pur holh lkllKllld- and in\l·,r1111.·n1-kd gniwlh 1hniugh 
an array uf indi\ idual la\-1.'Uh. l1m1.·r duli\.'' and la\ r1.·du1.·1ion, for gniwing nlll1pani1.·, . .-\ 
,1.·ri1.·, of (;I\ r\.'du1.·1iom. indu,k' a r1.·dtKlion in d\.'\·dop1111.·n1 la\ 11n indi\ iduat ... and n 1111pani1.·, 
fwm -l l"l\.'r 1.·1.·111 h 1 ·' 111.:r 1.·1.·111 a' \\ d I a' a 50 111..'r 1.·1.·111 la\ ahat1.·1111.·n1 un inn 11111.· 1.·an11.:d fn lilt 
all 11\1.·r,1.·a, im1.·,11111.·111 proj1.·1.·h. Di\ id1.·n,b paid from ... ud1 innlllt\.' ar\.' ;1bu 1.'\1.·mpl. Th1.· 
1.'\1."'-'" pnifil (;1\ 11f 5 111.:r 1.·1.·1111111 inn lilt\.' \.'\l."\.'1.·ding !\1$ ·'00.000 ha' al ... o lx·1.·n r1.·du1.Yd. Th1.· 
t •>t)I hudg1.·1;1bo1.·;1ll' for nth in imjltlrl k\ i'-''· Th1.· g\.'111.·rou' hudg1.·tary projll.1:-;11' ,11.·111 largdy 
frum ;1111.·,ri111;1h:d 11.1 l"l\.'r 1.·\.'nl ri''-' in l\:d\.'ral r\.'\1.·nu1.· in lh1.· f;K1.' nf a 'harp 'urg1.· in \\orld 
oil pric'-''· .-\llhough lh1.· go\l·rt1111\.'lll 1.·,1imal\.'' r1.·111ain l\.'nlalih· gin·n ll11.· \ob1ility ,1f world 
oil pri.:1.·'· 1h1.· hmlg\.'l ''-'l.'111' lo 1.·n ... ur1.· an 11\ 1.·r;1ll \.'n 11111111i.: growth r;tll.' of 11\\·r X p1:r 1.·l.'nl 
in 1991. 

Th~: hriglll pi.:lllr\.' j,_ h1 l\\1.'\ a. 1111l \\ ilh11u1 ii... hl\.'mi'h'-''· :\ 15 l"l\.'r .:\.'Ill i111.Tl.';...,1.· in g11\ 1.·rn1111.·n1 
1.'\jl\.'lldilur\.'. a ''-'ril.', of la\ nil' amt a ... rrong i111.-r1.·a,l.' in nm ... unwr knding 1.·oupkd \\ i1h 1h1.· 
r1.•,111l;ml ... rinmlali11n 11f do111l.',ti1.· •kmand 1.·ould aggra\al1.' th1.· inlbtionary pr1.· ...... ur\.'. High 
inllm" 11f i111port1.·d 111ad1inay to ,upport for1.·ign im1: ... 11111.·n1 n1ald \\id1.·n tlw .:urr1.·nt a.:n1u111 
ddl1.·i1. :\.:1.·11rding 111 lh\.' Enm11111i1.· Rq11.1rt llJlJO lJI of 1h1.· \lini,try of Fin;tlll."l'. lh1.· 1.·urr1.·111 
a1.Youn1 ddl1.·it will \\id1.·n from \tS J.JOO 111illi11n in l'NO 111 \IS -l.022 millinn in llJ'll. 
ll i ... d;1i1111.·d th;1l lhl.'''-' \\ill Ix· nlhl.'l hy a pr11porti11nat1.· i1Kr1.·a,1.· in thl.' 1.Y• lltnmy ·' prndudi\\· 
1.·;1pa1.·i1y in 199 I. 

Th1.· main itl.'1111111 th\.' ag1.·nda for thl.' :apid 1.•\pan ... ion of pnlllu1.·ti\ 1.· 1.·apal"ily i ... pri\ a1i1a1i11n. 
Thi.' ... ak of Slall.' a"1.'h i' lit..dy lo h1.· n111r1.· amhitinu' 1111h1.· l'Nlh. :\round 250 puhlil" ,1.·dor 
a"'-'" \allt\.'d al ahoul S5.lJ hillion ar1.· ,k,1inl.'d for 1r;111,l\.·r 111 lh1.· pri\all.· ''-'1.·1t1r in 1111.· nl.'ar 
h1::ir1.·. Th\.' Pro1m1 Na1 ional Car. !\talay ... ian Rai "' ay '· p11 ... t;1l and '' a11.·r ... upply ,1.·n i1.·1.·,. till· 
gml.'rnm\.'nt oil nnnpany P1.·tn•na ... and lh\.' National l'.kdricily Board ha\1.' ;tlrl.'ady prq1arcd 
plan' li1r ,1.·lling pan of th1.·ir ... har\.' ... 111 thl.' puhlic hl\1.·,tor' ,1.·1.·111111 han· r1."'(l<llldcd fa\ottrahly 
to th1.· p11hli1.· lloalatinn of Stall.' \.'nll.·rpri,1.·, 11n 1h1.· Kuala Lumpur S111d. F \d1ang1.·. Thu' pri\;11l· 
iml.',ln11.·nt. holh dmlll.·,1i1.· and f11r1.·ign. i' lit..dy 111 h1.· th1.· main prop1.·llanl. In n1nti1111111µ to 
\.'lll.'Ourag1.· ti1r1.·iµn dir1.·1.·11m1.·,11111.·n11.·mpha'i' i ... lx·inµ gi\cn lo l'lli:di\\· tra1i...kr of ll·l"hnoloµy. 
111anag1.·rial ... t..ill,. !raining of h•1.·al 111;111po\\\.'r and µrl'atcr R & I> ;Kli\ i1i1.·'· 

Th1.· go\l.-r111111.·111 ,1.·1.·, a do,1.· lint.. lk·t\\1.·1.·n th1.· ... p1.·1.·d of pri\ali1a1i11n and till.' 'p1ri1 111 '.\11.·,, 
Fn 1110111i1.· Policy . DurinJ.! th1.· down-lurn of 1h1.· 1.·n 1no111y in th1.· 111id- I 1>XO ... 1.·ntain t..1.·y prn\ i'i"n' 
of 1h1.· NEP \\1.·r1.· rda\1.'d. Th1.·,1.· indu,kd \\ai,inµ nf cmplny 1111.·nt rcq11ire111l.'nh f11r np11rl · 
ori1.·111nl indu,tn1.·, .. , \\di a' rda\alinn of ruk' l"l\.TtaininJ.! 1t1 \bby parlil"ipalion in 1.·11rpora11.· 
1.·11uity in ,1.·kll1.·d ... cµ1111.·nr... of 111anufo1.·turinµ. In 1111.' fan· 11f 1111.· rohu ... 1 1.'\p;111,ion ol llll" 
1.·1.·11110111y. ii ., nalural thal 1111.· rda\l.'d NU' µ11idd1111.·, 111ay h1.· r1.·-i111p1"1.·d. llo\\\"\l"r. llll" 
;Kn·nl i ... on ·d1i1."i1.·n1.·y ·. II i' h1.·inµ itll.Tl·a,inµly r1.·ali11.·d 1hat 1ra111111µ 111 B11111ip11tl'r.1 111;111;1µer ... 
and en1rqlf1.·11c11r ... a ... \\l.'11 a' -.t..ill dnd11pnwn1111 llll' !\lalay \\11rt.. l11rl·1.· \\1111ld 'iµnilic1111ly 
1.·nhan1.·1.· tlll' a.:ti\1.' parti1.·ipation ol 1he \lalay ... i111he l·o11111ry ·, ind11-.1nalt1a111111 pro1.·1.·"· Thu'. 
d1.·\l'111pinJ.! a t1.·d1ni1.·ally l'llllllWl1.·111 and 1.Tl.·aliH· p1111l ol ... t..rllnl labour lorl."1.· ;111d rl' ... ilt1.·11t 
1.·111r1.·pr1.·nl.'ur' i' an i111p11rlanl ohwl'li\l' ol dndopnll"nl ... 1rakµy 111 the 11>1>0 .... Ffforh at\• 
11111kr \\ ay lo a11µ1111.·111 r1.·,11ur1.·e, !or lh1.· Ill"\\ I y 1.·r1.·•1kd St.. i II l>n l'lopnwnt hmd. \\ hid1 '' 
1.•\IWl'l1.·d 111 he linan1.·1.·d hy 'lll·1.·1al k·\ il'' 1111 1."11n1panil''." J'•O:• ;.ill. 

Till" 'tralq!il'' and dirl·1.·ti11n' lor ind11 ... 1ri;rl d1.·\dopnll'nl i,1 1h1.· 11)1)0, an· ltt..dy 111 101.·11, 1111 
1lw f111l11\\ inµ: 

( i) 'tr1.·nJ.!lh1.·nin1? 1h1.· 111d11,1nal ha,e hy 11111\ inµ ;l\\ay lr11w 111orl.' a"1.·111hly 1y (ll" pro1.·e,'1llJ.! 
to indu,trial 1kqwnin).! ha.,l'd 11n (orally pr11d11n·d r.1rh and l'lllllflllnl·nr...: 

1ii1 1.Tl·a1in).! a 'Honµ 111lr;1-.lrnl'111ral ha ... 1.· lor ,11,1a111111µ a l11µh pan· 11l 111d11,1rial npan,11111: 
1 iii) v. i1kninµ 1h1.· ranµl' 11l 111an11lal'111r1.·d nporh: 
1iv) 1.·nu1111·aµinµ 111orl' \l'rlil'al and hor1111ntal inll").!rat11111. holh intra lir111' and 1111n lin11,. 

in ordl'r 111 inn•·a"· h1).!h \ah1,· addnl 111an11lal'l11rnl np11rh: 
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I' l l.'nhan1:ing thl.' parti1.:ipa1ion of ... mall- and 1111..·dium-... .:ak ... uh ... .:.:tor ... in thl.' m;1i1i...!rl.';1111 
of indu ... 1rial ;11..·1i,iti1.·, hy di.'\ doping an 1.'Xll.'n ... i\I.' nl.'twork of mn1.k-rn ;1111.:iiiar~ lirm .... 
1.:apahll.' 11f ... uppl~ ing high 4uality 1..·omponl.'nh and part... 111 l;1rg1..· firm ... : 

I' i l .:rl.'ating a 1.:11ndLKi'·'-' 1.'11\ irnnml.'nt for pri' all.' "'-'.:tor ill\ oh l.'llll.'nt in R & D a.:ti' itil.'-.: 
f\ ii l 1..·nhan1..·ing thl.' 1.:ontrihuti11n 11f thl.' pri,·a1.: .,1..·1..·tor. tiirl.'ign dirl.'1..·1 im 1.''>lnh..'nt in parti1..·Lilar. 

in training indu-.11 ial manpo\\ l.'r '' ith mun: lran ... parl.'nt lran-.i· ·r of k1111wkdgl.' and kno\\ -
ho\\: and 

(\ iiil -.uh-.tantial font-. on tl.'drnnlogy dl.'\dopml.'nt a-. ;1 follow-up or thl.' laund1ing of thl.' 
lndu-.1ri;1l T l.'.:hn11l11gy :ktinn Plan in 1.'arly 1990 and thl.' prop1hl.'d !\ational Human 
Rl.'-.11ur.:1..· Dl.'\d11pml.'nt Prngramml.'-.. '.\ka-.url.'-. will hi.' undl.'rtakl.'n 111 -.tr.:ngthl.'n thl.' 
S & T na ... .: 11f th.: manufa.:turing -..:dor. induJing thl.' -.trl.'ngthl.'ning of th.: in ... titutional 
and -.upptlrl infra-.1ru.:1url.'-.. 1.'lhLm: wid.: ... prl.'ad diffu-.ion and appli1.:a1ion 11f 1.:1..·hn11l11g~. 
huild-up .:11mpl.'l.:111..·.: for '>pl.'.:iali1a1ion in th.: k1..·y .:111.:rging 1.:chnnlogi.:-. a ... .:rilical 
gi:n.:ric 11.'dmologii: ... for th.: futur.:. -.trl.'nglh.:n in ... 1ituti11n ... and th.: mi:-1..·hani ... m ... f11r th.: 
di.'\ dopm.:nt 11f 1.:dmnl11gical pr11ti.:i.:ncy ( adl.'4uat.: 4u;1ntit~ and 4u;ilit~ l 11f th.: human 
r.: ... 11ur1..·.: ha ... .:. an1.! 111 .:rl.'ati: S & T ;m arl.'nl.'.,, and appr.:1..·iati11n in ... 11.:ii:t~ 111 11rd.:r 111 
pnl\ id.: a .:11nduci\\..' dimati: tiir im1..·nti11n. innmati11n and ll.'.:hnol11gi1..·al ad\ar11..·l.'m.:n1. 



INDUSTRY BRANCH PROFILES: 
RETROSPECTS AND PROSPECTS 

A. FOOD PROCESSING: OVERDEPENDENCE ON RAW MATERIAL 
IMPORTS 

Although :\falay sia has a rich agricultural rcsoum: hasc. the foo<l processing industry depends 
hca\ ily on imported raw matcriab. with the C\ccption of the production of oib and fob. 
cocoa manufacture and canned pinc<1ppk processing. Data pertaining to the agricultural resource 
hasc for food processing in Malaysia arc presented in Tahk IV. I. 

Oil palm 

Oil palm is the prime catalyst of agricultural growth. which cnahks Malaysia to retaining 
ih position as the world"s largest produ~:er with around oO per n:nl oflolal world production. 
The land area under oil palm reached 1.95 million hectares in 1989. ahout one-third of 
Mah1ysia · s niltiva:cd land. replacing ruhher as the most important agricultural crop in the 
rnuntry. A significant increase in the production of crude palm oil in 1989 was due to a 
further npansion in the matured area under oil palm. a signifil·ant incrc••,c in peak production 
areas. favourahk weather conditions and increased use of fcrtili1cr. 

Crop losses due lo lahour shortage were estimated al around M$ 49.7 million in 1988 •:ompared 
with M$ 24 million in 1987. A pragmatic approach was adopted hy the government in order 
to resolve this prohkm hy approving a temporary reprieve for illegal immigrants lo register 
with the Immigration Department. Ahout 27 .000 foreign workers responded 10 this call in 
1989. whil..'' provided some relief. Lahour shortage is confined mainly lo han·eslcrs and 
weeders. The Palm Oil Researl·h Institute of Malaysia I PORIM) has undertaken research 
into lahmir-~.aving technology. 

Cm:oa 

Malaysia is the world"s fourth largest l'on1a producer acl·ounling for around 8 per ;enl of 
world cocoa produl'lion. The rapid devclopmcnl of this relatively nl'W crop wa-. due lo a 
massive pro!'ramme heginning in the early 1980s and initially inrnlving the planting of rnrna 
as a singk crop and a-. an inlercrop with l·oconut. In 1988 l'Ol'Oa was predominantly grown 
as a momK·rop in Sarawak. whil·h al·counted for 7-'.2 per cent of national output and 77.0 
per n·nt of total area under rnlt iv at ion. In Penin-.ular M;ilay-.ia cocoa is planted as an inlernop 
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or as a smallholder's crop. As shown in Tahk IV. I there has been a steady im:reasc in cocoa 
prnducrion. The go\crnmcnt is cndeaniuring to sustain the llpward trend in production despite 
shonagcs of lahour and plantation management expenisc. Eight new high yielding dones 
ha·, e bce.1 developed hy the Malaysian Agricultural Research and Development lns1itutc 
t MARDI). Given the optimistic projection of cocoa output ti.ir the year 2(XXl. Malaysia might 
emerge as the third largest producer of cocoa hy the turn of the century. 

Coconut 

The total area under l·rn:onut cultivation hoth as a monocrop and an intercrop li.:11 for sc ;era( 
consecutive years. The downward slide in the area under culti\ation was mainly due to the 
ongoing conversion of l·onmut plantations into other crops. especially cocoa and oil palms. 
Concomitant with lhc dedinc in the area under culti\ation. Malaysia ·s pnldul·tion of coconut 
oil also kll markedly. 

Paddy 

The pnlduction of paddy in Malaysia meets only 59 per cent of domestic consumption needs. 
The phasing out of paddy cultivation outside the eight main growing areas resulted in a 
significant dcdine in paddy pnlduction during 1985 - 1987 bee Tahk IV. I). 

Despite funher shrinking of crop areas. yidd increased 1mldcrately in 1988 through 
improvements in water supply and farm management. This increase .\'as m .. inly due to a 
h per cent rise in production in Peninsular Malaysia which harvested 83 per cent of total 
output in 1988. In order to hoost output the government t;(ans !o encourage the use of idk 
paddy land for cultivation. 

Pepper 

The increase in pepper production stcnnncd from the fa\1urahk prices sin1.·e mid-1984. 
Howc\cr. production rc-.pondcd \cry -.lowly hccamc of the dcdinc in the planted area. The 
Pepper Suhsidy Scheme also facilitated pepper production. In addition. newly plantcl: areas 
in ~: 1rawal,. anL Joh1\r came into production. kading to a IO per cent increase in the area 
u~·;dcr cultirntion. ;\s a result. 1.utput increased to 19 .000 tonnes in 1988 and 27 .000 tonnes 
ir. 1989. A -.ignificant -.hare of lJ7.4 per ":cnt of output w,,, from Sar;1wak. 

Despite thi-. rcco\cry. the pepper indmtry l·ontinucs to f;Kc prohkms ol lahnur shortage and 
rising produl'lion cmls limiting the scope for further l'Xpansion. In the an:a of rcscarl.'h and 
dc\dopmcnt the Malaysian Agricultural R1.·sean:h a11d Development Institute (MARDI l liicu'c" 
on yield and quality imprmeml·n1. Apart from thl· develop111cnt of high yield strain-.. efforh 
arc also heing undertaken to improve agn.non1ic pral'lice" and post-harvesting tcchnolog~. 

Fruits 

Except for pineapple .... production of fruit:- is heing 1.·arricd out on a small sc1k. ;\" shown 
in Tahle IV. I the production of pineapple rco.rdcd an upward t1cnd during 1'>11 " 1989. 
The planted area dcdincd hy 7.1 per l·cnt in l98x. hut output rose -..ignific111tl~ due to 
prodlll'tivity gains ad.icvcd hy the estate sector. whi1.·h accounted for 87 per cent of the rotal 
output in the "amc year. For instarll'c. the estates of the Pineapple Cannery of Malaysia \\l'fC 

ahle to inacasl' their yield" hy P1orc than 70 per n·nt foll11win)! the .1doption of a 111.'\\ planting 
system whid1 cnahled inncascd planting density.' 

Malay-.ia i~ endowed with a rna..,tlinc of around 2.2)0 kilomctr• 'with poll'ntial for lkcp \l'a 
fi ... hill)! and a \a'>t poll'ntial for 11ffshorl' fi ... hinµ Oil th\ E:1\t Coa\t and in Sahah and Sarawai.... 
;\'a r1.·-..ult of over f;,hinµ. hownn. thl· lkpktio1J 11

1 '"'tal watn" rl0lh1n·d fi,h 

' JI/Ill/It'\\ ( 
0

111/dlfltlll\ ,\ft1/11\ lltl, f.1111\ 27. l11X11i 
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landing i:al·h year during I 9lB - 1980. The upward rri:nd in fisheries. apparent sinl'l' 1987. 
is rdkl'li:d horh in marine fishing and a4Ual'uhuri:. The rise in yidd from marine fishing 
is due ro morl· inti:nsiw inshore fishing. and lo Jeep-sea fishing. Particular ani:nrion is ~ing 
paid co Jeep-sea fishing and ani:mprs ha\ i: hei:n m;1Ji: ro enter inro joinr ventures in deep-sea 
fishing wirh Thai l.llmpanii:s. Fresh waler fishing and a4uarnlture arc alsll fosrai:d wirh keen 
p;.;rtil'iparion hy rhi: pri\ali: sel'tor. 

Thai: is l'onsidcrahk sl·opc li.lr expanding a4Ual·ulture in ~1alay~:i;1 in 'iew d its 
unJcrJe,dopcd potential. i.e .. ample suirahle areas. horh l'Oast;1I and mangrow. a \arii:ry 
of spcl'ies and fa\ourahk dimatil' l'onditions. Total a4uarnlturi: produl'lion. whil·h nmsists 
mainly of l'lll'kks. inaea~d sharply from 8. llXl tonnes in 1980 to o93lX) in 1988. As cn\is.1geJ 
in rhe Fitih Malaysia Plan IOAlXl ht.'\.·tares will he de\dopt.-d for a4Ual'ahure hy 1990. pro,iJing 
a l·apal'ity of more th;m 2lXl.OOO tonnes hy rhe year 2lXlO. Wirh more intensi\ e efforts to 
enhanl'e deep-sea fishing as wdl as fresh waler fishing and a4Ual'ulture. raw material supplies 
may meet the prol'essing re4uirements. 

Lin~stod 

The li\eshx:k si:l'lor in general rnntinues ro he of rdari,dy minor importanl'e for the agrirnltural 
sel'tor. Only the poultry sel'tor expcrienleJ inaeaseJ in\estments in 1988 rdkl'ting its 
inl're;1sing signifil'anl'e in rhe omnrry. Tahk IV. I shows Chai produl'lion of poultry inl'reaseJ 
sharply in the 1985 - 1989 period alkr the go\"emment had launl'heJ reslrul'luring programmes 
for the sel'lor. Meanwhik. poultry produl'tion has exl'i:eJeJ the self-suflll'ienl'y k\d wirh 
;1 surplus for exports. Apart from that. the other suhsel·lors of li\·esllll·k pnxllll'tion. i.e .. 
hcef. eggs. n1ilk. pork. ha,·e hcen expcrienl'ing a rdati\dy slow pare of expansion. '.\1alaysia 
is prartising a new dairy hreeJing system in order to irn:rease meat outpu1. The meal pnx:essing 
and dairy proJurts industries fare supply l'onstraints. 

Tahll' l\".1. :\~ricultural rl''.;ourcl' hast> for f1HKI manufacturin~. 198.5-1989 
I Thousand tonni:s unkss o!hcrwi'i: spi:~·itii:d l 

11,-111, l'IX:'i 1•1x11 l'IX7 l'IXX l11X1J" 

Crud,· palm nil -1.1.\.1.0 -l.:'i-1-1.0 -1.:'i.H.O :'i.0.10 I) '1.ll'l:'i I) 

l'al111 knn.-1 nil :'i 12 .. l :'iXO.O :'ill.' l) '12-1 ll 7lh I) 
(

0

lll'll;t IOX.O l.l2 .ll 1•11.0 22X.ll 2.'ill.11 
Pa.111\ I .X2'1.11 I. 7-1.'i.-1 I .'122. l) l.7X:'i.:'i l.h711 . .'i 
Cnpr:11

• 1'1.h l'J. :'i 111.-1 I 'I l l'I 2 
p,·ppn l'J. I l.'i.-1 1-1.2 1•1.11 27.0 
Pin.:oippl.: l:'i2.:'i 1-IX . .'i I :'ill. 2 17-111 IX2.0 
1: 1,ha1..:-: 

\l;mn,· .'iXO.X :'i'1.'i.! X:'i:U Xh7.11 XXI II 
.-\q11an1lt11r.: :'ii 7 :'i l.h -17.•J 

"·' :'i 
h'l .. l 
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lkl'I 111 'I 17 I IX I 111.1 211 2 
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Milk" 2l.72.'i (I 2'1.2-111.11 27. 7111.11 2•1.21.'i 0 12.01.'i.11 
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Prt><l11cti011 of.foe></ producrs 

lktwccn 198:! and 1986. the output \aluc of the food pnx:cssing industry grew from MS 
.i . .i billion to MS -l.6 billion. registering an average annual produ\.·tion growth rate of I. I 
per cent. With a 19. 7 per cent share in the output of the food processing industry in 1986. 
the sugar industry stood as the largest segment of the flxld industry. excluding oils and fats 
and rice milling. This was followed by lhe cereal-based producls subscctor ( 18.o per ccntl. 
the prepared animal teed subsector ( 15.9 per cent). the dairy products subsector c 15A per 
cent) and the beverages suhscctor ( I :! . 5 per cent) (sec Table IV.:!). 

Domestic demand for all tlxld pnlducts is projected to increase from MS 5.6 billion in 1985 
to MS 9.8 billion in 1995 due to higher levels of disposable incomes and natural population 
growth. However. Malaysia slill docs not pnlduce enough to cater for its domestic market. 
resulting in the country· s heavy dependence on imports. In 1987. Malaysia spent more than 
MS 1.8 billion on li:xld imports. accouming for over 6 per cent of total imports. The imports 
included rice (:!9 per cent of the amount consumed). fish I 16 per cent>. beef (50 per cent). 
vegetables (51 per cent). and milk and milk pnlducts (58 per cent). F1xxl imports arc projected 
to rise further to MS 5.:! billion by the year 2000. 

Table l\'.2. Total output of the fcxKI proces.'iing industr~··1 b~ suhsector, 1982-1986 

C.:r.:al-ha,.:J 
produl·h 

l'ru1h and 
\O.:g.:t;1hk, 
prrn.:c,,in~ 

SU).!ilr aml 'll)!ilr 
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kl·d 

\IN·l"llan.:1111' 
pr11<hKh 11.1·.r 

Tola I 

lnJu,1r~ 

o.:oJ.: 

.•1110 

.1112 I 
JI 129 

JI I.JO 

.11 lo• 
J 11 o'I 
J 1171 
.11172 
.1121-l 
J 121 t> 

.11 l.l I 
JI l.N 
.111M 

.111xo 
JI 190 

11212 
.1121:'\ 

l 11.10 

11110 

111-lO 

1Ms·ooo1 

1982 

05-UI I 

2t>O.:i:i.1 

780.409 

111:'\.:'\:'\7 

X7X.XOti 

19Xo 

MU-l2 

70.1.407 

l:'\11.X'lh 

Pcn:cntagc gn\\\ th 
P.:r1:.:ntag.: p.:r annum 

l'JX2 

O.X 

l:i.O 

t>.O 

17.X 

20.1 

I X 

17 I 

l9Xt> 

l.:i 

l:i.-l 

t>.O 

IX fl 

50 

111 7 

I 'I 

I:'\ 11 

llKl.0 llKl.O 

I IJX2 - I 11Xo 

IX.o 

I .X 

I.·' 

, , 

fl h 

hh 

--------- --------------- ----------------··-- ------------------- -

S"1:111· lkpart111rnt 111 St.1t1,t:1'. lnd11,lr1.il S11n1·\, l'IX2 .111d l11Xh 

11 I·.'' l11d1n)! nlihk 1111, .ind l.11' .ind 11," 111111111.~ 



Industry Branch Profiles: Retrospects and Prospects 69 

Exhibit I\". I. List of priorit~· product area~ in food processing 

11 C•i.:•>;a and ..:11<.:1>;1 prnJu,·b 
21 Cnfk·.: 
.'1 T.:a 
~I High fru..:111...:- '~rup 

51 Cn1.:nnu1 prnJu..:1' .:K<:p! 
..:opra and ..:ruJ.: ..:111.:onu1 
oil 

hi fruil pni.:.:"ing 
71 \" •'f<:lat-1.: pn i.:.:"ing 
M) C.:r.:ai prn._-~:-.,ing 

'II S1ar..:h and pm1.:in' 
II h H.:rh' nr 'pi..:.:' 
11 l b...:-ntial nib 
I 2 I hlllJ.:r or n1h..-r animal 

Ii:,'\! ingn.-.li.:nb 
L'1 Tnha..:.:o 
l~I flo\\.:r' or ornam..-ntal 

fuliag..-, 
151 Hon.:~ 
lh1 !\kat 
171 l.1\<.',tnd, pnlllu..:1' 
IX I .-\4ua1i,· pn lllu..-1,_ induJmg 

'~a\\~..:"ll 

I'll .-\gri.:ultural \\a,1..- ;tnJ 
h~ -proo.lu,·i-

201 Sugar 
2 I 1 :\4ua..-ultun: k.:d 
221 F;1tt~ ;11:1<h and 1h.:1r ..l.:ri\ali\.:'. fatt~ ._.,1._-r, 

and 1h,·ir ..lo:ri,;lli\.:' m..-lu,I\.: ol 111.:1;1llK 
,·,to:r,. fall~ ak.ihol' ;md thc·ir d.:ri\;1ti\.:,_ 
f;1tt~ ;111110...-, and 1h,·1r d.:ri\ati\.:' ;m..I 
gl~,·,·nnc· laud.: or r.:t'in.:..ll 

Sl'll'Ctl'd .f(1od products 

2.~I c ..... -,,.. hun.:r r.:pla..:.:~ 
hu..:h a' ,., i.:1>;1 hun..-r 
'uh,.titut..-,.. ,·,...:,,.. hum:r 
ah.:rnatl\<-''- ..:1i.:11a 
hun..-r rmlllifi..-~. ,·,i.:11a 
hutt.:r ..-4ui\al..-n1,1: palm 
oil miJ fra..:tion. 'p..-.:ial 
okin II anJ '(l<.'.:ial okin 
Ill 

2-tl !\targarin..-. \ana,pati. 
,hon.:ning anJ oth.:r 
manufa..:tur..-J fat pnlllu.:b 

251 Crud.: palm l....:rnd okin 
and ,1..-arin. n..-utrali,..-J 
nr r.:fin,·J and hkac·h.:J 
palm 1....-rnd okm anJ 
~1..-arin anJ n.:utralit<.'\I 
rdin..-J. hka.:h..-J 
J.:•lllnri,.:J palm l...:rnd 
ol.:m anJ ,1..-ann 

201 H~Jn•g.:nat.:J anJ or 
int.:r..-,t.:rifi..-J nil' anJ 
nil hknJ,_ all I~ fl\.'' 

271 Crud.: palm 1...:rnd oil 
2X I Rdin.:..I palm oil 
2'11 '.\,·u1ral11.:d p;1l111 1...:rnd 

011 

.~O 1 R.:fin.:..I. hl.:;..-h.:d ;m,I 
1.k1l\l11n1.:d palm h·rn.:I nil 

.111 1';1lm l...:rn.:I meal 

Palm oil prodm:ts: need to expand downstream prm:essing 

Major processing activitic ... relate to the crushing of palm kernel ... into crude palm kernel oil 
1CPK01 and palm kernel meal. a ... well a ... the further procc ...... ing of CPKO into higher\ alue 
added product'>. Thc ... c higher value aJded pro<luch can he da ... siticd into two hro;1d group'. 
namely. processed palm kernel oil I PPKOI products and okochcmicals. ~fo ... t of the PPKO 
product-. arc u:-.cd for the manufauurc of cdihk product.,. Okol:hcmic1l-. ;ire U'>Cd in th•: 
prodtll"tion of fatty acid' and glycerine. 

Crude palm oil production 'tood at ).6 million tonnes in llJXlJ. representing ;1 flJ. I per n:nt 
in<.·re;1sc mer the previou., year. In line with the 'ignifiG111t 11K·r,·;i.,e in ,·rude palm oil 
production. output of palm kernel rose dramati<.·all~ hy 22.5 per n:nt lo rc<1<."h I .X million 
tonncs in llJXlJ. At thc end of llJXlJ thcrc \\l.'fe 53 rcfincrics. \\ith ;i lolal apprll\ed ,·apa<.·it~ 
of 11. 7 million lonnc' of ..-rudc palm oil. \\<.'II ahovc thc nalional output Ind of <.TUlk palm 
rnl. or thc Iota I numhcr of rdincric'. 48 \\Cf<.' l11G1t .. ·d in Pcnin-.ular ~talay ... ia. four in Sahah 
;111d onc in Sara\\ak. 

In thc ..-a,e 11f olcod1c111i..-al,. 111<.· µm l'rn111c11t ,!.!ranll:d apprm al for t hl.' "-'II inµ up of 21> fodoril.'' 
with a total pro,·c-.sinµ l·apal"ll~ of 1>fl.,.440 tonll<.''· In I 1JX1J fiH' of thc fal.'1:1ric' \\l'fl' in 
opcration. Thu'. llK'fl.' ha-. hl.'<.'n a prolifrrat111n of rdinl.'rll."'· \\ 11h ll\l.'l"lapa<.·i1~. 111 J"l.'l.'<.'llt 
ycar-.. Thl.' ohj<.'l"tl\l' ol l.'lll"•HJraµ111µ 111<.· l.'\port of h1µhn \alUl' addl'd produl.'I' \\a-. adlll.'\l'll 
thr;1uµh till.' i111po-.it1011 of l'\p11rt dut~ 1111 nudl' pal11111il. .111d lhl· l.'\ll.'n-.11111 of lhl' µrad11;1tl'll 
l'\<.'mp11on of pro,., . .,._l'lf pallll 01! dulll',. llo\\l'\<.'f. lll')!alJ\l' 111ar).!ll1\ \\l'J\' <.'\lll"rll'll<."l'd hy 
rl'lirwri<.'' dul' 111a1111\ 111 l'"' l·.,.·.1Li111111 ;111d hll\l'I' 'l'l'~lll).! lhl· 1111"1 l111111ict1l1\c pnn·'· 
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In lhe highly compc1i1i,·e world palm oil marker. rdali\dy high cosl ~1alaysian palm oil 
has lo compcle againsl lhe olkn suhsidized suhslilules. Allhough world-wide dl'mand for 
palm oil and olher fars is expccled 10 rise from 70 million lonnes in 1989 10 100 million 
1onnes in :!OlX). Malaysia will need 10 sharpen ils l·ompcf·li\e edge and look for new export 
markers. India is a principal importer of Malaysian palm 011. This hilherto major expon marker 
is rnrrenlly expcrienl·ing a significanr rise in 1hc domcslic produclion of wgelahk oil. 
suggesling 1ha1 India may soon l"Casc 10 exisl as a major cxpon marker for Malaysian palm 
oil. India has already reduced ils palm oil purchases from I milliPn lonncs in 1987 to :!60.<XX> 
lol"r ·-; in 1989. India has also shiflcd ils purchases 10 Indonesia hccausc of lower prices. 
Malaysia is rnrr.:r.lly looking for new ma.-kc1s. Sc,·cral 1rade missions were senl 10 China. 
1hc Islamic Rcpuhlic of Iran and Egyp1 in order 10 promole 1hc sak of palm oil in lhesc 
counrries. Wi1h a \icw 10 gaining a slrongcr foolhold in 1he highly l·ompcliliw world palm 
oil marker. local u1iliza1ion of palm oil for a higher degree of processing is also encouraged. 

Malaysia·s palm oil produclion is forecasl 10 rcgislcr a marginal increase from 6.05 million 
1onnes in 198910 6.:!3 million lonncs in 1990. This is allrihu1cd partly lo falling yields from 
ageing !recs and lo mis in 1hc use of fertilizer hy high rnsl growers who arc mosl alkcled 
hy lhc currenl l1lW prices. 

Wi1h a \icw lo arrcsling lhc price dcdin.:s on lhc world m<irkel. Malaysia is endcaniuring 
lo crcale a conglomcrale of palm oil exporters. As 1hc world demand for palm oil and fa1s 
is cxpccled lo rise. lhc planned in1crna1ional palm oil conglomcr;tle may creale an oligopolislil· 
price s1ruc1ure Ill command heller prices. 

Cocoa products: vast potential for processing industries 

The produclion of cocoa huller is mainly cxpon-orienlcd whik olher producb. -.uch a-. co.:oa 
powder and cho.:1ila1c-.. arc produced moslly for lhc domc-.lic marker. C.l\."oa li4uor and col·oa 
pa-.1c arc produced in small quan1i1i.:-.. 

The co.:oa producls suh-.e.:lor provide-. linkages lo lhc sug;ar and dairy produl·rs suhsel."lor-.. 
Wi1h lhc inlroduclion of nmdern lc.:.:hnology. panicularly in large-scak pro1.:e ...... ing. 1he imluslry 
i-. hcwming increasingly c1pi1al-in1en-.i\C. 

In 1990 Malay-.ia agreed lo join 1hc C1l\."oa Produn:r-. · Allian.:e ICP.-\ l. The 1wo-year c.:x11:ns11m 
of lhc in11.:rna1ional c.:ocoa agrccrncnl may pro\ ide a l~mporary rcpric\ c in a deprc-.scd world 
marker for cocoa. ~1alay-.ia slill cxpons around lwo-lhirds of lhe l·ounlry·s l·ocoa hcan-. in 
unpnK·c-.-.cd form. Howe\ er. new projcc.:ls 11.:nd 10 he of an in1cgra1cd nalure. i .c .. from 
c.:ullivalion of c.:ol·oa 10 1hc pro.:c....,ing of 1hc co.:oa hcan-. 10 linal rroduc.:b. The world"-. major 
importer-. of nll·oa huller. l·o.:oa powder and c.:hm:olale-. arc 1hc United S1a1es. EC. Federal 
Repuhlic.: of (icrmany. Uni led Kingdom. Ne1herland-.. Franc.:e. Belgium and Swi11erland. In 
A-.ia. Japan and Au-.1ralia .:on-.1i1u1c polcntial marker... for c.:ocoa prodtll"h. Cl1ol·ola1e 
manufaclurer-. l·mild henl'fil fro1njoin1 \ cnltm: agreement-. with \\ell-knm\ n chocolah.: firms 
in the world. Marketing arrangement-. for the u-.c of hr;111d names and tran-.kr of h.:drnology 
could pa\e the way for -.uu.:e....,fully penelrating world marker.... 

Cereal preparation-.: revealing import dependence on raw material-. 

Whe;11 llour l·on-.1i1111c-. rhe main 11u1pu1of1hi-. -.q!l1ll'l11 11f manufadurin!!. w:il.'al flour 1, 
furlher prore....,t·d into noodk. and hakcry pnidllt'h. Tht· mill' 1kpl·nd ht•a\ ily on import' 
of r.1w material'. Al prl·-.ent lht·re arl.' si\ flour mil1' 111 Malay,ia. The pt·rforrnant"l' of three 
(j,1cd t·ompanil'" i' ll'('lllrll'd in Tahk· IV .. ~. In lt'rm' of turnml·r h·1kral Hour '.\till' rt·u1\t-rnl 
from lhl· rt'l't'"inn of l9X:'i and ll>Xfl. \\hik '.\falayan Hour '.\till' and 1 "nilt'd '.\bla)all l·lnur 
'.\till' '>llllt·rnl a 1kd1nl·. lk'>plll' an innca'l' in pml·la\ profit 111 ll>X7. till' di\ 1dcnd pt·r -.hart· 
1kl'lincd 111 h·dcral i:lour '.\till' and ''":!nafl·d 111 lht' other f\\11111111-.. Wlll'al pron· .... 1n~ 111111-. 

"'l' .1d\ ann·d lt'l'hn11l11!!) . 



Table l\".3. Performance of the thn•e listed flour milling companies, 1985-1987 
rrt10u~;mu MSI 

h·J.:r;il Flour \lilb M;ilayan Hour Milb Unit.:J M<1lt1y;111 Flour Mill~ 

I <JK:'i llJKo 1987 I lJK:'i 1980 1987 198:'i 1980 1987 

Sh.tr,· .-.1p11.1I K:'i,000 K:'i.000 K:'i,000 .l:'i .lklO .l:'i,000 .l:'i,lKIO o,IKKI o.IKKl 6,IKKI 

Tunh•\<'r :;<n:'ol :'il.l.017 o2K.L'2 I 7:'i.:'i22 17'U:'i2 173.IKI :'i6,.:?.\:'i :'i.:?.317 48,6.:?6 

Pr,·t.l\ pr• •lit .l2.o.:?o 42.o77 47 .. l41 I O,O:'iO IO,:'iK7 l.t.:'il6 3.694 .l.291 :l.K86 

l'•"l·l~l\ pr1•l11 2fi.K-P 27 .2:'io .l4.002 6.249 7,79.:? K,84 1.97K 1.:'i20 1.740 

1>1' 1d.:11J p.·r 'h~rl' 
l pl"f\,'\.'l11~l~\.·) 17.:'i 17 :'i 7.2 I 0 I tl I 0 I.:? 12 12 
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Canned fruits: R & D for enh;mceJ potential 

This suhsc:l."tor plays an importan: rok i:• c:nhan'-·ing the: C:\ptirt ~rti1rma111:c: of the 
m~mul~tl."luring Sl."\.·tor. For instanl."c:. in 198-L '.\!ala~ sia C:\ptirl\.·J '.\IS ti8 million of '-·;mnc:J 
fruits. mainly pinc:;1ppk. of whi'-·h '.\IS o.5 million \\C:llt to Japan. \\ hik in I lJX5. total nptlrls 
tdl to '.\tS 5ti million though Japan in'--rc:asc:J its imports to '.\IS lJ.8 million. Thc:rc: is sllll 
potc:ntial in the: Japanc:sc: markc:t for l."annl '! tropil'al fruits as onl~ 30 ~r '-·'-·nt of the: '-·anneJ 
pinc:applc: '-·onsumc:J in Japan is 1mpt1rtc:d from '.\folaysi;1. As it is important. the: go\c:rnmc:nt 
c:mr'1asi.t.c:s the: rok of R & D for this suhsc:l.·tor: and this rok has h.:c:n l."ompkmc:ntc:d h~ 
th1.· '.\lalaysian Agri1.·ultural Rc:sc:affh and Dc:n~lopmc:nt Institute: ( '.\1:\RDI I. The: bttc:r has 
so far idc:ntific:J sc:wial 1111."al fruits sul."h ;!s gua\·a. s.iursop. starfruit. passion fruit. mango. 
tamarind. jal'kfruit. mangostc:c:n and ramhutan that l."an hi: pnll."c:ssc:d into juil."c:s. jams. jdlic:s. 
slil'C:s in syrup anJ sugar 1."onk1.:tionc:ry. 

Be\'erages: exploring ne\\ avenues 

The: major itc:ms arc: soft Jrinks. fruit-tlawurc:d and fruit Jrinks anJ 'oya ~an milk. ProJul."tion 
is prinl'ipally mc:ant for the: domc::-.til.· markc:t. although some: is Jc:stinc:J for the: '-':xport markc:t. 
mainly Thailand and Singapore:. In 1989. the: soft drink suh-group 1.·1msti1utc:J appro\imatd~ 
68 ~r 1."C:ll! of the: c:stimated MS -UXl million non-akoholil." hc:wragc: markc:t. 

The: malt and malt li4uor industry pro<lu1.:c:s mainly hc:c:r anJ stout. The: total hc:c:r and stout 
markc:I is ahout one million hc:l.·tolilrc:s annually. shared almost c:4ually hy three: hrc:wc:rs: 
Guinnc:ss. Carlshc:rg and Malayan BrC:\\ c:ric:s Lid. ( '.\1 BL). The: srnpc: for the: produl."tion of 
protc:in-hasc:d or othc:r nutrient-hasc:d fortific:d soft drinks. c: .g .. milk-llarnurc:d drinks. will 
nc:ed lo he in\'C:stigatc:•J. 

Meal processing: scope for import suhstilution 

The: major outputs arc: l."annc:d 1."hi1."kc:n . .:annc:d pork and meat sausagc:s whose: produdion 
is mainly targc:tc:d al the: domestic markc:t. During 1982 - 1986. the: meal prol."c:ssing suhsc:ctor 
grc:w at an a\·c:ragc: annual rate: of I X.6 per cc:nt. 

Malaysia"s Iota! production of mc:al produ1.·ts. e\ccpling cannc:d meat. has hc:c:n c:stimatc:d 
al I .500 tonnes a ~car. Local production is around 20 pc:r cenl of the: import \aluc:. The SI."• ipc: 
for import suhslitulion will nc:c:d to hi: c:xaminc:d. with a \iC:\\ lo rc:dtll."ing the rnuntry·s import 
hi II for meal imports. 

Fish prodm:ts: towards sclf-sulfo:icncy 

Most of the processing firms arc small-si:ak operators. procc:ssing fish nai:kc:rs and olhc:r 
fish products through drying. salting and krmc:ntalion. A large share: of the suhsc:1.:tor·, output 
w;1s rc:prc:sc:ntc:d hy fnvc:n -.c:afood and cannc:d sc:afood. mainly for c:xporl. F11r c:xampk. 
in the c:;1rly 1980s. fro1c:n prawns and prc:scr\'cd nu-.1acc:;111s r1.·spc:di\dy rnnslilutc:d ahout 
.N.2 per 1.·c:nt and .12.8 per l'•:nt of the total c:.xports of the: suh-.cl·tor. 

A new dc:vdopmc:nl in this suhsc:l"lor has hc:c:n in aquarnlturc:. Thc:rc: ha\c hl.·c:n -.uhstanlial 
invc:-.tmc:nh from Japan and Taiwan Province: in addition 10 11\.'W \C:nlllrc:s h~ the: llnik\c:r 
rnmpany and major Malaysian 1.:ompanic:-.. induding the: Lion (iroup and Ciuthril'. For Malay-.ia 
10 achic:\c: -.df·suffil·ic:n1.·y in procc:s-.c:d fish produl"ls. it rnuld 111tc:n,ify c:ffort' 10 dc:\dop 
l·hilkd. c:xtc:ndc:d -.hdf-lik prod111.·ts. as wdl a-. the: l·apahility for produl·ing high \,iluc: li\1.' lish. 

l>onll'slil' dc:mand projl.-ction-. for pnicc:-..,c:d food prod11l·1-. arc: prl'Sl'llll'd in Tahk IV . ..i. 
J>rojn:lc:d domc:~til· dc:mand lor all food pr11d1K·t-. 'how' irll·rl·a,i1w lr1.·nd' in till' h1llirl· ow inµ 
to factor' '11d1 "' 1nl·rl\l'l' in popul;ilion a~ \\di a-. innca'l' in real di,po,ahk 1n1.·11111l'.' Othl·r 
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Prospt!cts 

Generally !he prospecls for lhe ti.xx! processing induslry seem promising due lo lhe growing 
exlernal and internal demand. Moreover. lhere is much scope for increasing ils conlrihulion 
lo lhe economy in lern1s of oulpul. employmenl and savings in foreign exchange. As lhe 
country is endowed wilh a glxxi agricuhural polential. il is possible lo expand agricuhural 
pnxiuclion in l'rder lo ease lhe raw malerial supply conslraints. ldentificalion of idle and 
marginal land suilable for growing durian. ramhulan. banana. jackfruil and ·aarlruil could 
significantly enhance lhe scope for developing a sound raw malerial base for devdopi; :g new 
pnxiucl lines in lhe flll.xi induslry. 

B. RUBBER PRODUCTS: IMPROVING EXPORT PERFORMANCE 

Malaysia remains lhe largesl pnxiucer of nalural ruhber in lhe world. hul only less than 5 
per cent of lhe nmntry"s ruhher pnxiuction is used for the manufacture of ruhber pnxim·ts. 
Smallholdings constitute the leading segment in the production of natural ruhher in lerms 
of oulpul and cullivaled area. Wilh smallholdings being more rnlnerahk lo price fluctuations. 
lhe weak price for ruhher in 1989 led lo a 10-5 per c.:nt fall in smallholding oulpul. which 
accounted for 69.2 per cent of lolal ruhher oulput in thr: same year. Pnxiuction in the estate 
sector fell less sharply hy 8. 9 per cenl in 1989. Since 1989 the planted area under cultivation 
continued to dedine as a result of large-sl·ak conversion of ruhher holdings into oil palm 
and coma-growing areas. Rising production levels in recent year., ha.·e ~hus he~n due to a 
significant increase in the ) ield per hectare. Tahle IV .5 shows lhat despik l• 1wer production 
in smallholding estate sectors in 1989. yield per hectare rose significantly in Peninsular Malaysia 
which harvests over 95 per cent of tolal ruhher output in Malaysia. The produclivity gains 
were due mainly to the use of more high-yielding dones. heller agronomic practices. proper 
application of fertilizer and a widespread adoption of 1.:ontrolkd upv.ard tapping. partirnlarly 
hy smallholders. 

Tahk l\".5. Ruhh~r: an·a. produl'lion :1:ld ~ield. 19HH and l9H9 
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Malaysia"s 1.:urrl·nt l·mphasis is on n:st:an:h anJ Jt:n:lopment in nrJer hl al·hit:\t: further 
inaeases in proJtll"li\ily anJ to reJuce costs. t:spc1:ially lahour costs. New Jt:\ict:s sm.:h as 
low intensi\e tapping. wntrolkJ upwarJ tapping anJ rJin gunt:rs ha\t: hl-cn intnlducl-<l re1.:ently. 

In terms of ruhocr graJes. there was a shili away from Rihhl-J SmokeJ Shl'l'l I RSSl. hringing 
its share of total output Jown to 20.6 pcr cent in 1988 from 25 pcr cent in 1987. At tht: 
same tim·~. late\ ,lutput int:rcascJ markeJly as a result of fa\'ourahk JcmanJ conJitions. Latn 
proJuction al·l·nunh:d for 18.6 pcr cent in 1988 compared with 15.1 pcr cent ,,f total output 
in 1987. Standard Malaysian Ruhocr 1SMRl kept its share almost constant al 57 pcr n:nt 

of total output in 1988. 

Emerging tr£'11ds in rubba products 

Ruhocr products account for around 8 pcr cent of MV A. 1.8 per ct:nl of GDP. 2. 7 pcr cent 
of manufactured C\ports and around -~ per l"t:nl of manufacturing cmploymt:nl. Tht: country 
proJuccs ;i widt: rangt: of intcrmcdiatt: and finished goods. including tyrt:s. inner tuhcs. 
footwear. latex goo& ... industrial ruhhcr goods and a \'aricty of general ruhhcr products. 

Malaysia manufactures and utili1.cs major inputs such as carhon hlack. day. whiting. 1.inc 
midc and stcaric acid that arc produced locally and the materials arc generally accepted 
internationally. On the other hand. the s.:ctor has abo dcwlopcd forward linkages with the: 
automotiw and transport c4uipmcnt industry. the footwear industry. tht: construction industry 
and the machinery and c4uipmc.:nt industry. 

A major katurc of the: ruhhc.:r proJucts industry is the: cxistc.:m:c of a large numhcr of -.mall­
and 111cdium--.i1.c.:d firms which arc mainly producing for the domc.:-.tic market. They arc 
generally wc.:ak in c.:xport trade: and arc unahk to rnmpc.:tc.: in term-. of price. 4uality. 
spccitication-. and scr\'icc.:-. with the: kw large wmpanic-. c-.tahli-.hcd wholly or jointl) hy 
foreign tran-.nati11nab. 

1.atcx produl·ts and general goods* acl·ounted for owr 40 per cc.:nt of total output of ruhhc.:r 
product-. in 1987 1-.cc T<1hlc IV.61. followed hy tyres (31.9 per ccnll •ind foolwcar (15.I 
pcr 1.:enll. The outpul growth of 1hc ruhhcr inJu-.1ry was -.igniticant in lhc 1970-.. Aftc.:r -.luggi-.h 
grow1h !rends in lhc liN half of !he 1981>-.. production picked up in I 98h and wa-. -.u-.1aincd 
al a high pace: of 20.8 pcr cent in 1987. ,\ -.1riking 51. 7 per ccnl increase.: in output \\a-. rcrnrdcd 
hy inner tuhc.:s in 1987. 

Lall'"< products and general ruhhcr good-. maintained a high pace of cxpan-.ion throughout. 
While the e.xpa1:,ion of lalcx production has hem huoycd mainly hy !he: growing cxtc.:rnal 
demand. particu.arly for glove-.. the produl·tion of gcnt:ral ruhhcr good-. ha-. hcl·n largdy 
oriented toward., tht: domc.,tic market. Among the latex product-.. the produl·tion of ruhht:r 
glove-. grew at a high rate. inncasing from 198 million pair-. in l1J83 to .N7 million pairs 
in 1987. During the fiN nine mon1h-. of 1988. oulpul rcacht:d 862 million pair-.. Al prt::-.cnt. 
there ;ire 79 ruhhcr glove manufacturing plant-.. the hulk of '.\hid1 arc -.mall- lo mcdium­
-.calc in -.i1.c. Most of the larger ruhhcr glove manufac1uring uimpanies arc foreign-owned. 
The large-.! importer of "Made-in-Malaysia" ruhhcr glove-. i-. the United States whid1 <Krnuntcd 
for 42 per ccnl of Malay-.ia · s total export value of ruhher glove-. during January-Augu-.t (IJ8)1. 
The other major cxpi1rt dc-.1ination-. arl· EC. Japan. Saudi Arahia and Canada hcc Tahlc IV. 7 l. 

' l.al1'\ pr11d11d' 1nd11dc d1ppnl )!"'"I' 1)!111,,·,_ h.111111111'. 1·.1llll'l1'1' .ind p111pll\ lall11 .c•n111h1. 111.1111 11111d11, '' 
1111.1l11r"'"' .111d ,·1"l11111111phol,11·n. 1·l111h111g an\'"11r11·, ;111d ,·,1qw111111krl.I\ · . "di·'' l.1lr\ 1l11c.11l .111d .idhc'"'"'· 
\\lllk )!1'111·ral ruhhc1 l.'11111I' u1111pr1"' p1111h1..r' 1all)'lll).' 1111111 'f'"I" ~1111.t, 111 'hn·1111~· a11d 111,111111;•. 111lk1'. h111 
\\,1ll'r h1111l1·'· 111101 , ... ,,·11111.'. 111hhc1 ha111h. '"'' .111d µvnn.il 1111111ld111)!' 111 111111 1111111,111.il 11"· 
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Table l\'.7. Export destinations of rubber glm·es from '.\lala~·sia·1 • 1983-1988 
(Thousand of MSI 

E\pon I lJN.' (')84 llJX5 I lJXti llJX7 (')881> 
Jo:,t inat ion 

l" nito:J State' J4Al7 .'OAo8 41. 7X8 15 __ ,02 52.1145 15ti.IJ7 
l"nito:J Kingdom lti. IOt. lti.J4l) 21.22') IJ.OJO 38.570 2J.841 
Japan l).(147 I0.7tX) 17.728 ')_400 JO.IOI 18.522 
fran.:o: 2.741! I 5t.2 5.lUO 5.540 2JA!ll 15.150 
fo:Jo:ral Ro:put-ili,· ••f German~ 11.118 IO.lJ25 12.740 l)_4l)2 24.7')') 20.X IO 
llah 7.427 8.o5.' IOA::!8 7.754 17.MO 15.5.q 
~o:tho:rlanJ, J.5.'.\~ -UJ7 .1.8.'0 .U7.~ 7.J.n 5.')')2 
Saudi ..\rallia l.74ti 2.174 55.' 2. ')')5 5.114.' 7.282 
S\\o:Jo:n 2.t.25 1.85::! 2.5lJ.' I. l)()l) 4.fXlti 4.245 
Canada _'\_5JX J.lJ.1ti 4.t.51 2At.2 4AX8 5.714 
Other' 14.207 llJ __ ,olJ 20.52') l.U7lJ J4.244 _,IU21 

Total !06.565 I I0,585 1-'1.099 8"'.635 2-'2.33-' 303.5"'8 

S1•11ri-c: Do:panmo:nl pf S1a1i,1j,·,. f~Hcmal Trade Srari..rin l\ariPu' i"u.:'I. 
a Tho: O:\p.1n figure' prior to I IJXti mdudo: ·an id.:, of app;ird anJ dPthing a.:.:''"urio:' ••f unharJo:no:d \ uk;mi1o:J 
rnllllo:r" unJo:r tho: CCC~ CoJo: 40 ( _,_()(10. Sin.:.: I IJ8o. O:\f1''"' of glo\O:' ha\.: Ileen ro:da"ifio:J as ·,urgi,·al glo\O:' · 
anJ ·glo\ .:'of unharJo:no:J \ukani1o:J rullll.:r n.o: '· · unJo:r CCC:'\: CoJ.;, 40. I J. I Ill anJ 40. ! .1.1 l)() ro:,p.:.:li\ d~. 
I> fanu.ir~ -.-\ugu't I IJXX. 

The prodm:tion of tyres in Malaysia rose from -L!6 million pieces in 1983 to 5.17 million 
pieces in 1987. A major initiative is focu-.d on t~..: uc·:clopmcnt of thc tyre industry as a 
priority segment of the rubber industry. Production m· inner tubes grcw from .i. 9 million 
pieces in 1983 to I O . .i million in 1987. rcprcscnting an :.. vcragc annual ratc of 16.1 pcr ccnt 
per annum. Thcrc is an incrcasing trend towards prcdu :tion of butyl inner tub~·s in vicw 
of the 1.:urrcnt emphasis on the production of radial and rnmmcrcial vchick tyrcs using butyl 
inncr tubcs. 

Thc rubbcr footwcar industry accounted for ahout I. I per ccnt of the total valuc of 
manufacturing output and 0.2 pcr cent of the country"s gross domcstic product (GDP> in 
thc mid-1980-.. Nevcrthck-.-.. thc rubbcr footwcar industry employs thc largcst number 11f 
workcrs among thc rubbcr product... suhscctors hccausc of its lahour intcnsivcnc-.-.. Thcrc 
arc morc than 30 companies cr.gagcd in the manufacturc of footwcar. and they manufacture 
mainly footwcar with ruhhcr ~-ok-. and upper-. of textik and ruhhcr. In thi-. -.cctor. utilization 
of natural ruhhcr i-. low and thc indu-.try i-. dependent on a largc as-.ortmcnt of imported 
matcrial.... 

Industrial ruhhcr good-. produced in Mala) -.ia include hclh. ho-.c-. and tuhe-.. mounting-.. 
fcnder-.. automotivc rnmponcnh and all type-. of moulding-. for industrial u-.e-.. During 
1981 - 1983 the f·1-.tc-.t export growth wa-. rernnbl hy ho-.c-. and tuhc-.. followed hy hclh. 
Among the cxport-. of othcr ruhher product... toy-. and -.port-. produl·1-. grcw -.ignificanlly in 

the 1 •no-.. E:xporh of toy-. and -.port-. good-. maintained douhk-digit i::nm th rate-. in 
1981-1985. 

Progress in import .rnhstit11tio11 

The dq?ree of ad1ie\e111en1 of import ... uh-.titution h) lhc produc:ion 11f ruhher product... wa-. 
partly evidenl·ed hy lhl· fall in 1he annual a\l'rai::l' rate, rnwth of import-. of ruhhl·r pniduc1-. 
from I 1J pl·r l·cnt durinµ 1'>7 I I 1JXO lo <i per l·ent dunn_l! I 1J8 I l'JX5. and a nei::at iVl' i::rov. lh 
rate of 11.8 per celll in l'JX<i. lfoV.l'\l'f". whl·n lhl' el·onom) l"l'l'O\<.'fl'd from the rl'l"l'.....,ion 
of 1985 and llJXll. 111l'rl' \\a' a 'harp ri'l' in llll' i111porh of ruhhl'r producr.... Thi' v.a' dul' 
larµdy 10 a ,jµnilil·anl inl"ll\t,l' in llll· dl'mand for l,!l'ncral ruhhn .!.!11111!.... innc1 lllhl'"· 1111,l'" 
and 111hl''· I) f"l'' and foolv.l·ar. 
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Exhibit IV .2. List of priority rubber products 

11 Ty re,. all ty P.:' 
21 Retreading nf airc·rali ty n:' 
Jl Tuh.:s 
-l 1 Pre.-ured retread' 
51 !\.ln11lded ruhh.:r prndu.:t' 
bl Late' dipp.:d prndu.:ts 
71 b~truded ruhh.:r prnJu.:ts 
MI General ruhh.:r prndu.:ts 
9) Foam ruhh.:r produ.:ts 

10> Ruhh.:ri1ed lahri.:s 
11) Inllatahlc ruhh.:r proJu.:ts 
I:! l Con,·eyor h.:lts. transmission h.:lts. V ·typ.: h.:lts and nther ruhh.:r h.:hing 
U1 Engineering cnmponents of ruhhcr te.g. hu1lding 11111unt'. anti\ihrati110' mnuntsl 
1-l) RedaimeJ ruhh.:r 
151 Ruhh.:r .:ompound 
I hi Ruhh.:r-hased tclastomericl sp.:.:iality .:nating 

Although the above trends lend credence to th•: fact that Juring the phase of rapid economic 
expansion rising domestic demand for several rubber products continued to he met hy imports. 
Malaysia's achievem•:nt in the import substitution of certain ruhher products is revealed hy 
the change in the composition of ruhher imports. The share of tyres in Malaysia·s rubber 
import profile fell significantly from 25.9 per cent in 1970 lo about 15.2 per cent in 19F.7. 
wl,ile that of latex goods imports dropped markedly from 12.8 per cent to 3.8 per cent during 
the same period. indicating the substitution of domestic output for imports. However. Malaysia 
continues to depend on imports for scwral categories of ruhber products. 

Major ;·<mstraims 

The growth of M:ilaysia ·s ruhher manufacturing suhsector is 1:onstraincd hy the relatively 
small population and the absence of a strong domestic demand for ruhhcr produl'!s either 
as final or intermediate goods. For example. the country· s need for motor vehicle tyres is 
still small. 

The fairly small size of the ruhhcr product manufai:turing units in '.\falaysia renders them 
unable to benefit from economics of scale. and the units arc unahlc to s111:nd on i:ostly c4uipmcnt 
or to promote development in rcseari:h and technology. This in turn 111akes them relatin:ly 
less efficient in comparison to their counterparts in the industriali1cd ,·ountrics and the 
industrially more advanced developing countries. The average sales of two major tyre plants 
in Malaysia in the early 1980s were c4uivalcnt to only one-seventh of the average sales of 
two tyre plants in the United States. 

The 111anufacturc r1f most of the ruhhcr prmlt11.:ts for export is hascd on relatively simple 
technology and emphasis is on produ~:ts of low value added: li1r example glove.-.. Thl: hulk 
of the ruhhcr products companies. e-.pccially those whkh arc h•cally owned. arc generally 
lacking in 4uali1y control. These s111all-si1cd companies cannot atford to install 4uality wntrol 
c4uipmcnt. 

The cost of imported raw materials and inputs -.uch a-. synthetic ruhhcr. i:ompound dK·111ic1b. 
cord-. and textiles an: high. partly due to cxpen-.ivl' freight and i111port duty charges. It i-. 
notahlc that the rnst of freight i-. a key dl'lerminanl in thl· l'Xport wmpctilivcne.-., of ruhher 
products. For exa111ple. Malay .... ian tyre-. an: not pri~:e rn111pctilivc on till' inlernational markcl. 
/\ Malay-.ian 111ade tyrl· w-.t-. 15 per ccrll to 20 pl·r cenl more than a tyrl· nported hy till· 
Repuhlil' of Korl·a or Taiwan Provinl'e. 



Industry Branch Profiles: Retrospects and Prospects 79 

The transnational companies and joint-\"enture companies do not carry out rescaR·h and 
de\"dopment lo,.·ally as they depend on their parent companies or foreign partners for te.:hnical 
know-how. The small-scale locally owned companies do not have their own R & D activities 
due to financial constraints and lal·k of expertise. 

Tariff and other protectionist barriers imposed by the industrialized countries have alsu 
contributed to the poor export performance of the rubber products industry. For example. 
the export of canvas ti.1otwear and rubber boob is subject to quota limitation in the EC market. 
and to import duties of 37 .5 per cent in the United States. 21 per cent in the Republic of 
Korea and IO per cent in Japan. 

Prospl'Cf.~ 

World natural rubber production stood at 5. IO million tonnes in 1989. In the wake of a 
downward slide in prices. production of natural rubber in Malaysia fdl by :!<X).(XX) ton .es 
in 1989. a change not experienced for decades. However. much of this decline was offset 
oy rising Thai rubber produdion whid; r.: .... ,..; ... ..; ..iwund 16.7 per cent increase. With the 
only exception of Sri Lanka. ether major producers of natural rubber experienced significant 
increases in outpul in 1989. There was a sharp uplift of 18.5 per cent in Africa. with rapid 
increases in production in Nigeria 1-i.t pen·enl). Cameroon I 17 ··'per cent) and Cl1te d"hoirl' 
(9.8 per cent). In 1989 the production of natural rubber grew by 11.8 per cent in India. 6.0 
per cent in China and 2.3 per cent in Indonesia. The year 1989 represented the se\"enth 
nmsecutiw year in the upward swing of world rubber consumption I natural and synthetil· 
rubber>. Economic growth in the EC and North America rather than in Asia influenced a 
significant inaease in world rubber consumption. 

The oulh!ok for n;1tural ruhher pril·es in 1990 does not seem bright in the face of an e\cess 
of latex con~:entrale a:-. well a:-. ;:xce:-.:-. pmduction in the tyre and n:hide inJustrie:-.. Hm\e\er. 
the pre:-.enl depressed price:-. may generate a negatin: :-.upply re:-.ponse from producers. A:-. 
~falay:-.ian :-.mallholder:-. did in 1989. Th;1i :-.m;1llholJer:-. han· ;1lso :-.tarted re;Kting 10 Jepre:-.:-.eJ 
price:-.. If other prodLH:ers also follow this. there may he a sliming down of growth in rubber 
production. which may k;1d to a p1lssihk rise in the pri1.·es of natural ruhher on the world 
m;1rke1. 

\·:orld omsumption of natural and synthetic ruhher re\cals that the harriers hcl\\CCn 1h1.· 1wo 
categories of ruhha arc hcing increasingly di,mantkd. :\s sh1mn in Tahk l\'.X thc y1.·ar 
19!N demonstraled lhc compkmentary as opposed lo thl· suhstitutional aspect of natural ruhher 
and synthctic ruhhcr. Eastern Europe. ;1 major prod111.·cr of sy nthc1i1.· ruhhcr. 1.'\pericnced 
the highest growth in the consumplion of na1ur;1I ruhher. while major natur;1l ruhhl.·r prod11l"1.:r' 
in Asia rcgislcrcd 1111.· fastc~I growth in the consumption of synthcli1.· ruhh1.·r. .-\ J. 7 ix·r 1.·l·nt 
inl·rcasc in lhc \\orld •:onsumprion of synthl·ti1.· ruhhcr in llJXIJ \\a' mar).!inally higher 1han 
lhal in natural ruhhcr cnn,111np1ion. Worid 1.·or1'LHllplion of 'Y n1hcti1.· ruhhl·r in Iota( ruhh\.·r 
l'on,11111p1i1m rcmaincd 11111.·h;lll;.!1.'d at 66.2 pa 1.·1.·n1 in I lJXlJ. Ckar indil·;11i~111' ar1.· rhal 'Y ntlw11\.· 
ruhhcr ma~e' deep in-road' in111 lhl.' produ1.·1ion of ruhh1.·r pr11d111.·"· hl'n n;1111ral ruhh1.·r 
prod111.·1.·r, ''ll'h a' Thailand. lndor11.•,i;1 and \falaysia ar1.· conll'lllplatinµ 1lw 1.·,1ah!i,IJ111l.'lll t1I 
produl'lion fo1.·ililil'' for ,1.•kc11.·d 'Y nth1.·1i1.· ruhh1.·r produl'I,. lnl11i1.·r11.·l·d hy 1hc ... uc1.·1.·" ,1ori1.·, 
of lh1.· R1.·p11hli1.· of l\11r1.·a and Tai\\all Pn1\ inl·l·. 1rarhna1i1111al c11rp11rari1111' and hiµ firn1' fr11m 
Lur11111.·. l"nill.'d Slall'' ;:nd Japan may find 1111.·,l.' lal"ilirie' in olha ;\,1;1111.·1111n1nl'' ;111rad1\l' 
for ,ioinl l'lllka\ 1111 r'. 

Thu,, a ~cy rl·"1.irl"c-ha,1.·d ind11,1ry 111 \ta lay ''a j, inl·r1.·a,inµly l''P'"\.'d 1t1 rapid 'lrm·iural 
dlall,l!l' Ill rlw µlohal rnhh1.·r 1111h1,1ry. :\1111d,, l'llll'l'.1!111)..! d1alll'll)..!l''· \ta lay, .... , 'lrl\ Ill,!.! '" 
l'llll'r)..!1.' a' a m;1jor 1.·\r1c1r1n t1l ly fl'' ;111d rulx·, h~ lhc ~l·;ir 111<>.'. ( >1hcr ruhhl.·r prndu~·" 11k·n11li1.·d 
for lurrhn l'\pan,ion ind111k a1111111111l1H' l·omponl'llh. blc\ d1ppl'd µood'. l'n)..!1nl'l'rlll)..! .111d 
111d11 ... 1n;il ruhlwr .!.!"""'and ruhhn 'porh .!..!11111k h1n·d \\ llh an 1111l·11111pl'l1ll\ l' l."'' 'lrud11rl·. 
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the Malaysian ruhhl:r manufactun:rs arc ti.•rl·cd to slriw hard 10 lhriw in lhc world ruhhl:r 
induslry \\ ilich is cnlcring a 4uali1y phase. Qualiry control has now ;1ssumcd grcal importance 
in all a.\(l\.'\.1s of manufacture and use. The users of ruhhl:r producls arc imposing perfom1anl·e 
slaaidard'. These 1rc111.b ha\c hmughl wilh lf'k:m compelili\c clements 1ha1 dcnl<.!nd fioc 1uning. 
sophislil-alc..'ll pn11.."l.>ssing and arnidaD\.-c of l·ontamination. PnlSpl.-cts for sek'\.1t.'ll ruhhl:r pmducls 
will nt.'\.'ll to hi: analyx'll in 1hc context of 1hcsc dc\·dopmcnts in the glohal ruhlxr industry. 
particularly a wry high dcgrt.-e of sophisticalion 1ha1 has already g'me inlo the producrion 
process. 

Around 70 per l·cnt of natural ruhhl:r is consumed hy the lransportation x'Clor. largdy in 
lyres. Buyers in 1his sector no\\ look f11r high 4uality ruhhl:r. Ahhough '.\falaysia natural 
ruhhl:r is of rdali,dy high grade. the intrinsic 4uality of 1he ruhhl:r as ii ka,·cs the tree docs 
not alooc determine: 4uality. Types and grades of ruhhl:r stc:m c:ssc:ntially from methods of 
n:,lt.'\.1ion. treatmc:nt and pnx·essing. This calls for the use of sophisticated methods and 
k'Chnology. lkspite a significant increase iii the use of synthelic ruhhl:r in tyres. ii is lhe 
ca...c: 1ha1 trud; tyres. a\iation tyres. large off-the-road tyres and Slllid fork liti 1yrcs haw 
high natural ruhhl:r contents. Howe\ er. prospects de?Cnd on cost compc:titiwness and the 
l·apacity of the manufacturers to cope with demanding spc:cificallons. 

The consumption of natur;il ruhhl:r in the non-tyre sector of the automotiw industry ranges 
from hose and hl:hing through seals. mounts. suspc:nsion and moulded proJucts hl sati'ty­
rdatt.-d de\ ices. \\ in~s. cahks and seating. In these product areas pc:rformance rc4uircmcnls 
arc changing in rt.~ponsc: lo changt.~ in \Chide weight. tl'k: fud ux'll and cmironmcnlal pollution 
kgislation. A recent in~kplh stu<ly* of tl'k: non-tyre auta•motiw markl't for s(l\.-ciality daslomcrs 
points out that elastomer suppliers and components manufacturers arc now faced \\ ilh l\\o 
major challc:ngcs: location of \chide production is changing: and more ecologically sound 
spc:cifications are coming into force due to cm ironmental prolcction re4ui;cmen1s. '.\1alay sia 
may stand as an exception to the first chalkngc in \ iew of the increasing redeploy menl of 
\chick manufacturing units to the :\SEAN region. The: present rmm: towards the creation 
of a semi-l·ommon market for \ehidc complments in the ASE:\~ region seems 111he:10 the 
ad\ antage of '.\lalay sia which could supply these: da-.1omc:r-. hy \ inue of ii.. ra\\ ma1eri;1l hase 
and production facilities. 

The mo-.1 slrii;.ing recent de\dopment in the '.\falaysian ruhhl:r indu-.1ry ha-. hl:en the' igorous 
e\pan-.ion in the production and C'P''n of e\amination glmt.>-.. Tht.> growth trend in glme 
making. and other Jippc:d good-.. conuoms in pamrnlar. i-. largely the result of a -.ignifil·anl 
incn:asc: in world demand due 10 tht.> ri-.ing kar of AIDS infection. The glohal demand for 
l'JMM wa-. c-.1ima1cJ al h hillion pair-.. By lht.> t.>nd of lht.> yc;1r lht.> n:\ist.>d c-.1im;t1c m-.e lo 
around :!O hi Ilion. Concomi1an1 w ilh the ri ... ing demand. glO\c manufacturing l·ap;ici1y \\orld­
" iJc is abo c\p;mding rapidly. China ha-. -.1epped up ii.. glow m;1nufac1uring al·ti\ ity 111 
m;mufac1ure around :!.5 hillion pairs annu;1lly. Taiwan Prminl·e also t.>merged a ... a markl·I 
kadcr w ilh n1a,si\c production capacity for ;1ll 1y pc:s of di-.po-.ahk glm t.>s. GI, l\t.' manufacturing 
G1paci1y h;1s hc:en t.>\pamling though on ;1 ... malkr scale in Th;1iland. lndoncsi;1 ;md Rt.>puhlil· 
of Kore~. In 19XM. of tht.> MO glme m;1king wmpanit.>s. around 15 were t.>slahiisht.>d ;1s part 
of l;1rgl· in1erna1ion;1l l·o111p;mil.'s w ilh good m:irkel al'l"ess. Thl.'sc l'11mpanies ha\t.' m;muf;tl'turing 
;md 111;1rh·11n~ npl.'rlt-.c 111 1miJuce high 4uali1y. casil} m:1rkl.'lahlc glm l.'s. Hui small 
manufacturer' arc fact.>d with the prohlcm of li11k npc:rienl·e of lht.> tine proct.>ss l·onlrol and 
wmplc' ll.'l'hnolo~} of dipping. Thl.'y ;1ls11 -.ulkr from hid of ;tl'Cl.'~s lo markets. Thcsl.' lirni... 
;1rl.' ~l.'l lo e'1:1hh'h lhl·ir li1111h11ld in the l''l;1hlished c\port 111;1rkl.'I. With suhs1anli;1I ;1ssis1ann· 
10 lhl"''-' indu,lril"'· a much largl'r local indu,lr~ could scr\c the C\pl1r1 market. 

~falay 'ia h;1, 111 kt.>l"P ;1hrt.>a'I of new lrl•nds m ruhhc:r ll.'l'hnolo~~. lndi~cnous rl"''-'arl·h and 
dc\clopnwnl ha' hilhl·rto f1ll·1t,l·d lar~d~ cin lhl.' primary 'l'l'lor ralhl·r 1han ruhht.>r produl'I 

• h•r .1 t-in,·r ,1111111:.on nl rh,· ''"'h. ,,.,. H11hh1 r fJ,·,,·f,.11111,·11f• 1 l'll\111. \nl ·I~. \n I. p )(~ 
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manufacturing. There is 1 need 10 capitalize the current capability of the Malaysian Rubber 
Research and Development Board IMRRDB). Rubber Research Inslilule of Malaysia IRRIM). 
Malaysian Rubber Producers· Research Asslx.·ialion !MRPRA> and Malaysian Rubber Bureau 
I !\1RBl into a ti.lrcl' in order to take advantage of the latest lel·hn,llogical devices. Technical 
co-operation by bilateral donors. multilateral organizations and parent companies of 
tr.msnational corporations wil'. lk.>t.'li to be din.-cteJ to the development of new pnl<lul1s. dlkient 
pnlducti,,n methllds leading t·' higher pnlductivity. cost compu1tiveness and better quality. 

C. TEXTILES AND CLOTHING: THRIVING GARMENT EXPORTS 

The le'\tik industry relies on imports for most of its raw materials. These indude cotton. 
acrylic fibre. woollen yam and fabric of fine count (of either ICXl per cent cotton or polyester). 
ray,m wool and e\en rubberiZl'li waterproof fabric for apparel making. Compiementary imports 
indude emhroidery thread. certain types of lmlhms. huckks. studs. etc. 

/11d11.Hry stmcfllrt' 

The lexllk industry in Malaysia accounts for around 6 pt•r cent of '.\fV A. employs ahou1 
I 00.000 workers. and ranks second in the c·luntry · s export profik a tier declnmic and del·trical 
!!Oods. Th1: '.\falaysian lexlik industry can he hroadly di\ ided into two suhseclors. namely. 
1ex1iks and wearing apparel. In !he lextik suhsector. acli\ilies are confined main' 10 
polymeri1a1ion f production of man-made fihrel. spinning (natural an<l man-m;1de fihff )arm. 
le\luri1ing of man-made fihre yarn. wea\ing and knilling a wide range of fahric~ .. In !he 
lnitting suhsector acti\ ilies are concentrated on \·arious lypes of garmenls anJ indudl' a wide 
rangl' of tl'xtik produds such as carpels. rugs. ropes. twine. towels. namm fahrio. socks. 
b1..·es an<l ;1bo tntik goods :-.uch as bedlinen. lahk linen and heaJwear. 

Thl' textile in<lu:-.try rnmpri:-.l':-. a rdati\ely :-.mall numher of companie:-. engaged in :-.pinning. 
\\ea\ ing and fahric processing: ;1 significant numhl'r ,,f firms are engaged in lnitting an<l 
a brge numher of 1..·ompanies are in\ol\ed in ;1ppard manuf;ll·turing fsee Tahk IV. 91. There 
arc ahout lh41 te\tik and ;1pparel manufacturers who ;ire nwmhl'r:-. of the '.\falaysian Textile 
'.\lanufadurers :\ssociation. '.\fore than h;1lf of them produce wm en apparel. knille<l fahrics 
and lnitwear. a-. \\ell a' undcr~armenls. of \\ hid1 th1..· majority is for the nport marlct. In 
IWIX thl'rl' \\Crl' only :m wmpanil'' \\ilh paid-up capital of '.\IS 5 million and ;1hml'. ;md 
only .\) 1..·ompanic' l'mplo.\l'd more than )00 \\orler' e;Kh. 

Tahll· I\' .9. '.-:trul'lurt· of thl' lt•\lilt• indu .. tr~, l9HH 
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Tt•xtih· mu/ gannt'llf production 

In lhc IC'\lik suhsc'-·1or 1hac has Oc:cn a gradual and slcady inacasc in ou1pu1o\·cr1hc years. 
Whereas lhc nlllon fahric si:gmcnl grew modcslly al h pc:r '-·cn1 during 19~0- 19XX. 1hc appar'-'' 
scgmcnl of lhc 1cx1ik indus1ry R'cordcd spc:\.·1arnlar pnldu'-·1ion inacascs in \olumc 1crms 
during t9XJ-19XX lscc Tahl.: IV. IO). The rda1iwly high p;l\.·c of expansion in 1hc appard 
suhsc'-·hlr has hccn anrihutcd parily lo new lc'"·hnologics used in 1hc garmcnl industries. 
parlii.:·ularly in the larger pl;mls. A few of lhc medium-size planls ha\\.' "'-·gun 10 use smaller 
cmnpulcr-aidc:d marker drawing ma'-·hincs. 

Exhibit IV .3. Ust of priority te~tiles and textile products 

11 '.\lan-maJ.: fihr.:. all t~P.:' ndU<ling p.•l~.:,t.:r ,1;1pk fihr.: 
!I Sill. ''"' ~arn anJ fahr..-, ol 'ill 
.ll Contmuo1" ~arn or lilam.·nt ~;1rn ol m;m-maJ.· fihr<'' 
-ti Wo\.:n fahri.:' 11f hi;!h.:r .·ount' 
51 Sp.:.·1al fahn...-, lur upho•bt.:~ anJ lurni,hing fahri<·, 
hi Cormni'''"" .t~.:in!!- hkao.:hing. pnntmg ;mJ lini,hing fa.·rhtr.:' ul hrgh '1;111\l;ml lur ~;1rn 

;111\I frllr.: 
71 Cunt falln.:' indu,ling t~ r.:-o.:nnl f;,llri<'' 
X1 High 4u;1l11~ m;llk-up g;1m1<·nh anol ma.t.:-up t.:,ttk am..:k' 
'II l\laJ.:-up garm.:nh 

llh Satural lillr.: 
111 Batil.. prmtrng 
l!l Knitt<·.t fahri...-, 
DI :ko.:.:'"'fl<'' for th<' l<'\lik m1lu,tr~ 
I.ti Kmn.:.t anid.·, 

Among 1he two scgmenls of lhe lex tile imluslry. lhc ;1ppard 'uh''-'"'lor is mnre nport -11ri\.'nk•1l. 
The ralio pf expon' to oulpul was around h5 pc:r l'Cnl in th\.' e;irly 19Xth. Th\.' "·11rresp<1ndin!! 
r;1tio for t\.'Xtik' wa' only around :!5 pc:r t.'\.'nl. Countries whil·h ;tr\.' 'i!!natori"·s to th"· \1ultilihfl' 
Arrangem\.'nt 1MFt\1repre,\.'nt1hc main oulkt for Mala)sian appard \.'\flllrls. \\ith th\.' l'nited 
Swle' ;md the EC wm.tiluting th\.' l;irg\.'st rnark\.'1'. On th"· other h;md. yarn and f;ihrit·, t'Xporls 
;tr\.' lkstined 111;1inl) for non-MF A "·ountri\.',. Sint.'\.' Malaysia doc' not prn1.hll'\.' na111r;1I lihr"·s 
such as t.'Olton. \\0111. silk. jute. t'tt·. i1' entire r;m m;1t\.'ri;1l r"·quir"·menh <trl' import"·d. 

Domt'.Wic dt•mtmd ,,,., ~jt•c1io11.\ 

l>orneslit.' t.'onsurnption of appard is proj\.'t.'led to grow at an a\l.'ra!!t' ;111nual ratt' of 7.X (ll'r 
\.·enl durin!! 1991 - l1N5. This forl'Gl'I is has\.'d on lhl· assu111p11on lhal c;~p in rt•al ll'rms 
will grow at h pc:r t.'elll pc:r annum. ;111d 1h;11 the inwm"· da,lit·ity of 1k111and for app;1rd \\ill 
he: I .J. l>orneslit.' n111su111ption of tntiks is mainly a dl'ri\l'd dl'mand ori!!inatin!! primarily 
in th\.' ;1ppard suhs\.'t.'t11r. Whik ;iround 70 pt·r t·enl of thl· output of appard "ill ht• tar!!t'lt•d 
for th\.' ~xport markets hy 1995. domeslit' 1kmand i' l'\f'k'l'll'd lo t.'Ollstilull' a ma1or 'llllrt.'t' 
of growth in th\.' dothing induslr}. With a pr11il't.'ll'd p11p11l;11ion of .:!O miilion for I 1>1>:' ;111d 
nirrenl imlil'ations of a su,lained pal'e of l'l'Olllllllll' rt'l'O\t'r} l·nupkd \\ ith a rist' in tli,p<1,ahk 
inl'Olll\.'. lhl''l° projl't.'lion' St't'lll rl·ali,lic 

/:'.\porr 1wr/(1mu111ct' 

With lht• Sl'llinµ up of a numha of t'Xport-oril·ntl·d Lil'lorit·, in lht· l'J71l,, ;.:xports of horh 
lexlik' and appard µrt'W 'iµnifit·antl} durinµ rlw dn·a1k. µrow inµ al .:!<d11x·r l'l'lll (ll't ann11111 
in l'>X I pril't"'· Apparl'I t'Xporl' )!rl'\\ fa,lt'r 1lw1 ll'\lik nports. In lhl.' r;irl} l'>Xo, ;1pp;irl·I 
t"'lporls sufkrt·d a 1kdinl' in lht• w;1h· of thl' rl·n·"11111 in lhl· m;qor l'\porl markl'h. ,\, lhl· 
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glohal economic rccm·ery since 1983 ofkrcd new opportunities. dothing export earnings 
rose: from MS 0. % hi Ilion in 1983 to MS 3 .l» hi Ilion in 1988. represc:nting an aw rage annual 
rate of :!..J pi:r cent O\·cr the period. The United Stales. the EC and Japan 1..·on1inuc to he: the 
major markch fi.lr textile made·ups (sec Tahk IV. I I). 

Table l\".11. Exports of textiles and appanl h~ destinat:on. 1986-1988 
tin million MSI 

E'r<'" "alu~· P~r\.·t:ota~._~ 

g.n1\\th 
CtlURI~ I '1!«> l'1ll7 1'1i.ll 14llti- 14llll 

dan t•• :'\1n I 

l. nik-..1 S1a1t.·, 709.ti.' 917.71 1.1:!-U !ti.ti 

EC ."45.:!.J 5711.74 ti_, I.:! 2~.:; 

Japan 6:!.0:! 11:!50 15.J.ll _,5.ti 

The growth of dothing exports is estimated 10 reach a slower rate in the 199lls. moJerating 
al l..J per cent hy 199..J. This reduced growth takes into account changes that take place in 
the glohal textile industry. Expc.lrts of textiles arc also targeted lo grow mo1ks1ly as more 
of the domestic production is hcing ahsorhcd hy the growing apparel segment. There has 
already been a gradual dedine in the ratio of ex pc.ms 10 lextik production. 

E.\porr pro.'ipt•ct.'i 

The expt.m target fi.lr 1995 is set al MS J.5 hillion. with 77 per cent or MS:!. 7 hillion stemming 
from apparel produ1..·1s. With an estimated eXJlllfl \alue 1lf ~1S 3 .6 hi Ilion in 1989. the cxpt.lft 
target sci in the IMP has already hccn a1..·hicwd. Howe,er. future prospects for e:\ports \\ill 
need 10 he: analysed within the perspectiw of an increasingly c1lmpkx and compelilih~ 
cm·ironmenl influencing the gh1hali1a1ion of the textile industry. 

In the 1950s and 196lls. Hong Kong. the Repuhli1..· of K.1re;1 and Taiwan Pro\ince emerged 
as dynamic exporters of textiles and made-ups. Recently Inti le producer:-. of thesl' 01un1ries 
were undercut hy a ne" gl'ner;1tion of low-1..·o:-.t produ1..·ers. Thi.' hasic factor:-. 1h;11 haw l..'nahiell 
thl'se l'tlb. Hong Kong in p;1rtinilar. to maintain !hi.' moml..'ntum 11f l~Xpt.lfl growth indude 
eflkil'nt 4uota administration to en1..·ouragl' :naximum utili1;1tion of 4u11t;1 for all 4u111;1-rl..'slrictl'd 
items. re1enti1in of ·sc;1r1..·i1y rl'nl° 1hn1ugh upgrading in 4uality terms. gr.:;ltl'r contrnl o\er 
material :-.ourcing In pn11luc1 de\doprm:nt. internation;1li1;11ion of garml'nt oper;1lions through 
:-.uhcontra1..·1ing ;md inal.'asing use of sophis1;c;1tl.'d e4uipml'nl. An·onling 111 rl..'1.."l'OI l.'stimatl's. * 
tntik pn11lul'li\ ity in Hong Kong has risl.'n fost\."r than th;~t in thl.' United Stat\."s. mor1..· than 
olhl'lling thl' rd;1ti\d) r;ipid gnm th of wag1..·s. 

Thus. pn11h11..·ti\ity gains amo.1g cstahlishl'd prod111..·.:rs t\."nJ 111 l'nllk thl' hm -1..·nsi ad\Omtag1..· 
of l.'1111.'rgin!! 1:0111pc1i1ors. A1..·1..·l',, to low-n1st laoour was hith1..·rto 1..·on ... idl.'rl'd a' a ·,hort-1..·ut 
rout!.'' 111 umkrnit pricl.'' in 1..·01.1pl'titi\l' 111;1rkcts. Bt1I thl' rd111..·;1ti1m of tl'xtik indu,1rics i' 
being ina1..·asingly lkll'flllinl.'d lly their potential to thriw in an l'\W-incr1:asin!!l) 1..·01111'11..'titih· 
1..•n\ ironml'nl. ProdtKli\ ity !!;1in' ;Khil'\ l.'d throu~h ;11110111a1ion 1..•spe1..·i;1ll) i:i 'pinning and 
"l'"' ing h;1w kd to 1..·han!!1..'' in lhl' halann· of l"ompetiti\l' strl'ngth in thl' glohal 11..·\tik indu,tr~. 
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Malaysia· s share in world exports of textiks and dothing is kss than I per cent. Hong Kong 
and Italy remain the kading exporters. each retaining a I 0. I per cent share of world exports 
of i.:;;.:ilc and dothing. li.lllmn.-d hy the Feder.ii Rcpuhlic of Germany (9. I per l"Cnt l. Rcpuhlic 
of Korea c7 per l"Cntl. China (5.9 per l·enl) and Taiwan Province 15.6 per ccntl. The United 
States is !he world· s kading importer of te,tiks and dothing 117. 7 per cent I. followed hy 
the Fc<lcral Rcpuhlic of Germany I 13.6 per cent) and France 16.6 per centl. 

Malaysia· s rn111parative aJ\ antagc lies in the wearing apparel segment of the tcxtik in<lustry. 
The quality of apparel is largely dl·pendcnt on design and other skills rather than technology 
cmhed<lcd in machines. Continuous effort on the part of local firms to improve their skills 
and Jesigns is ahsolutdy necessary to remain competitive an<l to cxpan<l market share. 

Although Malaysian companies have achicwd high rates of quota utilization in the Unitc<l 
States market. there remain unused quota \·olumcs in the EC m&:ri...ct \ sekcli\·e approach 
will nl.'1..-d to he adopted with a view to seizing oppllrtunities within the range 1•fthcsc products. 
Producers could also exploit the scope for enhancing exports of non-quota items to the MF A 
market. In a<l<lition to pro<luct Jivcrsifa·ation there is also a need to diversify into new market 
areas such as West Asia. Australia and selected dc\·doping countries. A conscious effort 
is ncc<led to increase productivity suhstantially which rnuld permit expansion of the industl! 
in the competitiw world market. 

The key dcments of investment stmtcgy rnuld focus on consoli<lating the gains alrea<ly achicvell 
and on sdcctiw rationalization and modernization initiatiws for pro<luctivity and quality 
improvements. Greater emphasis will need to he placc<l on apparel than on primary textiles. 
There is also a nce<l lo a<lopt a cautious attitude towards new im·cstmcnts in primary textiles. 
lmptlrts of high quality fahrics and materials arc ine\itahk in order 10 further accelerate thl· 
exptirt Jri\·c of quality made-ups. 

D. CHEMICAL INDUSTRY: MIXED PROSPECTS 

f11c/11.'ifn- .'ifntCfllrt' 

Mal;iysia"s chcmic;il industry has a n;irrnw hase. with industrial chemicals an:ounting for 
around thn:e-fourths of output. lndustri;il chemicals indude induslri;il g;iscs. fcrtili1ers. 
peslil·ides. synthetic resins. plastic m;iterials and man-made fitm:s. Other chemil·al products 
arc paints. varnishes. l;icquers. drugs and mcdil·incs. soap ;ind deaning preparations. ch:. 
Tahle IV. I 2 presents a disaggregate picture of the counrry · s chemical industry. rcwaling 
the structure of 5-digit Malaysi;m Industrial Cl;1ssilic;11ion. This dis;1ggrcgatc structurl· -.hows 
the rapid increase in the share of indu-.trial ).!ascs in chcmil·;1I industry· s 11u1put. ri-.ing from 
7.X per 1:cnt in 19X2 10 +J.X per cent in 19X6. Pro\Cn reserves of natural gas arc es1i111;11cd 
al 5J trillion cuhil feel. Malaysi;1 cum:ntly ranks Uth in terms of world gas rescrw-.. Output 
of liquefied natural g;1s rose from 6.J9X million tonnes in I 9XX to 6. 700 million tonnes in 
I 9X9. There ;ire ahout 12 companies produ1.:ing g;1scs. Annual sales of indus1ri;1I gases totalled 
hetwccn MS -lXO million to MS 90 million in the h11c 19XOs. 

Malaysian Oxygen (MOX) is a k;1ding company producing g;1scs. with a market sh&lrl' of 
hctwccn 60 per cent and 70 per l"Cnt. MOX has hccn in lhl· husincss for the last ~O year-. 
and supplies nearly 100 per cent of nitrogen needs to the domestil· clel·tronic, industry and 
ha-. a nliljor ptirtion of the oxygen market. MOX is affiliated to the world"s two largest gas 
wmpanies. the Brifr.,h Oxygen Company group and I.· Air Liquide from whil·h MOX lap 
their R & I> achievements and cxperti~e. 

Progrc" ha-. heen made in the development of the pelnll·he111iG1I~ ~el·tor. In Fehru.iry llJXlJ. 
PETRONAS. representing government interests arid in l'harge of gas exploration and 
exploitation ... ignl·d two joint-venture agreement-. ·- one with a Japanese wmpany for the 
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produ(tion ,,f mcthy I tertiary hutyl t·tht·r 1 :\.ITBE l pwpy knc and anotht'r '' ith a Finni .. h 
t.•,mpany for a poly pn,pyknt· pn,jc(l. Tht' :\.ITBE pwpyknt' plant will h;1\l· an annual 
pnldu\.·titlll \.·;1p;K·ity ,,f J00.000 hmncs pi:r year. The plant will utili.I'\.· ra\\ ma11..·riab ... 1Kh 
as !lulanc and propane fron~ the PETRON.-\S G;1 .. Pnl\.·c .... ing Plan! in Kt·rtih. and mt·1ha1ll1l 
fnm1 thc Sahah G;1s lndustric..·s· plan1 hascd in Lahuan. The polypropyknc pn~jc..·\.'I ill\tlhc..· .. 
the manufac1urc of r;1w ma1criab inpul for lhc pla .. 1ic .. indus1ry. 

In :\ugusl (l)Xl). PETRONAS entered inh1 a .i••inHc..'nlurc..' agreement ''ilh Sara\\ak Slatt' 
Go\crnmcnt and two pri\atc \.·ompanics for 1hc cslahlishmcnt of a pl;mt to pnldu\.·c middk 
distillates from natural gas. The middk distilla1c .... ynthcsis I :\.IDSl pn,jc\.·1 ''ill he lhc world ... 
first \..1,mmcr\.·ial plant hl pn,ducc middk dis1illates from n;11ur;1I ga ... The pbnt. hl\.·ated in 
Bintulu. Sarawak. i:-. :-.\.·hcdukd for \.·ompktion hy cnJ-1 QlJ:!. 

The share of krtili1a .. and pi::-.ticides in 1hc chemical industry :o.ulkred ;1 marked dcdint' 
during I lJ~C - ( l}Xfl. In lhc..· li:rtilitcr :o.uhsc\.·tor. Malay .. ia has at present one..· 1m·a prodtKlion 
plant. tlllc ammonium nitrate..· plant. ahout 10 rnmpt,und granulalcd li:rtili1cr plants and ;1hou1 
XO li:rtili1cr mi'l.ing plant:-. . .-\It hough :\.lalay sia is sdf-.. uffit·icnt in nitrogcnou:-. krtili1cr. ii 
i .. :-till \..,,mpk1dy dcpi:nden1 tlll imptlftcd ph''"Ph;ue and pt'tash. Domc:-.til· .. upply ,,f inorg;tni\.· 
chemical-. amounls h' 25 pi:r cent h' .\5 pi:r cent of dcm;md. :\.la lay :-.ia · s .. ctf-suffo.:ic..·ncy in 
nitrogcnou .. krtili1cr stems from 1hc :\SE:\N Bimulu Pl;mt 1ha1 l-.11nc on strt•am in lhc 
mid-19X0s. \\ilh a pnlt.luclitm and marketing !'.tr;uegy aimed al the :\SE:\N rq:i1m. The plan! 
ha .. an ins1alkd t•apacity of ..Jl.)5.000 hmncs per annum of granular urea. Vrca from 1hi .. plan! 
was c\pi:t·1cd lo rt·pla1:c anunonium nitralc a .. 1hc major nitrogen .. ourcc in :\.falay:-.ia hccau ..... • 
of urea· .. hl\\ co .. 1 ad\;tnlagc. E .. 1inM1t·s of the fu1urc ni1rogcn nulricnl need .. 11f :\.lalay :-.ia 
.. uggcsl 1ha1 1hc ou1pu1 of 1hc Rimulu Plant will he ful:y ahsorhcd hy 1hc d1m1l· .. 1ic marl..c..·1 
in 19l)0. E'l.ptlrt d\.·mand ''i1hin lhc..• :\SEAN rcgionju .. tilic .. suhs1an1ial imeslmcm in addi1ion;1l 
nitrog\.·n Gtpacity. 

Dllmcsli\.· rc..·lincric:-. proccs .. cd I (l9. 717 harrds pi:r lby I hpd l of c..Tlllk oil h1 manufat"lure 
gasnlinc and fud oil in I 9XlJ. :\s 1he \ olumc of tTudc oil sourt·cd from dt1111c..·s1it· prod1Kli11n 
rose..· hy X pc..·r c..·cn1 in 1989. lhc inlal..e of importc..·d oil hy lhc rdin...-ries kll signifit·antly. 
In I l)lN t·rudc oil prot·essc..·d al lht• three refineries al Port Dil....on ;ind Luhlll stood at 1-J.:!. 125 
hpd. reprt•st·nting ;m X. 9 pc..·r ccnl innea .. t• m \.'r the..· prt•\ 1ous yc..·ar. 

The..· rdali,dy young pla .. til's industry in :\.l;tlaysia ;K1:oun1ed for.\ . .:! pa c..·ent nfthe ,,utput 
of :\.lalay si;1 ·s t·hcmit·al industry in I 9X6. Thcrt' ;m.· ;1hout hOO lt1t'al pla .. tit· manufat·turt·r .. 
\\ ith a tolal anm::il turno\er of ahout :\.IS XOO million. :\hour JOO of tlwm art• lllt'lllht•rs of 
the :\.l;ilay .. ian Plastic ~fanuf;Klltrt•rs · :hsm:iation and at·count liir ah11u1 XO pc..·r t•t•nt of till' 
turn1l\l'f. :\.lost of tht• manufat·turers art• loc..·a1~.-d in tht• 11111rl· de\dnpt•d -.t;llt"s 11f Sdan~or. 
Pinan~ I Buttt·rnortlll and Johorl·. Tht• plaslit·s indu .. tr~ is t'haradt•ri1t·d hy small (11 nwdium 
sitt•d estah1i,(11nc..·nr.. that art" mainly fa1111l~ ll\\lll.."d. 

Imports of plaslit·s and rt·sin .. al·t·nunted fnr :!.'A pt•r t•t•nt nf total dit•mit·al imports in l1>Xn. 
Thi .. was due 111 inaeased demand hy plaslit· fahrit·atnr' in lht• 111anufat·turt• of compnnt·nh 
and p;1rts for the ekl·trit·al. dt·l'I rnnit· and aut1111101 i\t· indu,trit•s. :\.lalay sia ·., 111a111r "•Url·t• 
of rt· .. ins arc 1w11 Singaporl·-ha,ed pn1thll·t·rs. Phillips Pt•trokum Sin~aport• and Till' Pnly nklin 
Company ITPC'). \\ hid1 supply half of lht• 150 .000 h 1nnl.'.-. l·1111su 111ed lol·all y . :\.lalay sia abn 
imports rt·sir1' fr11111 Jap;111. L1i\\an Pn1\int't'. Saudi :\rahia. Poland. C1nada and thc..· l'nitnl 
States. 

The..· shart· of drug .. and medirint•s in lht• 11u1pu1 nf lht• d1t·111i1·al industry slnnd al ·'·" pl..'r 
rent in l9Xh. t·omparnl with 5.J pt·r l't"nl in l•>X.:!. Tlwrt· art· ahnul :!II lnt·al ph;1r111an·ut1t·;il 
111;111ufal'lurers in lht· industry. Most nf lht·m art· mt·mhl..·rs nf till" :\.fa lay sian Org;11111at11111 
nf Pharmat·t·utit·al I ndust rit•s ( :\.f OJ>I l \\ hid1 only apprm t"s mt•mht•r,hip for th1 "'" l't1111p;lllll"S 
whid1 havl.' a f<Klory anti ha\l.' at kasl Pill" pharmarisl 1111 till" pay 1011. 
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The manufa~:ture of painr.... Lrni:-.hes anJ l<KljUl'r:-. <Kl"t iunteJ for 5 .-I rx·r l·cnt of the \.0 hemil·al 
industry·:-. output in 1980. IC! Paints ~talay:-.ia i:-. the kading paint wmp;tny in the rnunrry. 
The company i:-. a suhsidiary of the Chemical Company of ~talay:-.ia. ICI Paints ~talay:-.ia 
re'"·orded a pre-la\. prolil of ~IS 5.2 million for the year ending 3 I lk'"·cmhcr 1988. uimparcJ 
with a prolit tlf ~IS L7 million in 1487. Turnt•\·er .,·a:-. also higher al ~IS 78 .. ~ million in 
1488 '"·omparcd with ~IS 72.1 million in 1987. The demand for paint i:-. pnijc'"·rcd 10 increa,c 
from 36.o million litre:-. in 1488 10 -HA million litres in I l}l)(l. 

Exhihit I\" A I.isl of priorit~· chemical and pharmaceutical products 

I 1 ("h..-1111.-;1( J,·rl\ ati\I.·, ulltam.·d fr11111 m.·th\ I ;an.I ..-rh~ I ;1kt1h••I 
21 Plant and "-'!!<.'lank .:\!ra.-t' f.1r th..· pii;.ir111.1•,·u11.-al. 

p.:rhnn..-r~. ,.,,,111,·11.-, anJ 11111\I tl.1\l•urin!,! i11<l1i-1n.-, 
-~I .-\n1ill1n!I.-, 
-t I H:1,j,- 111:111uf;i.-1ur,· nl ph.ir111;1,·..-111..-a(, 
51 H;1'1•· 111:111ufa.-1ur,· 1•f kmhA·r, 
Ill Ha,..- 111anula.-t1m: uf p..-,rj,·i.i..-, 
71 Ch,·111i,·.1l ,kn\;1!1\.:' nf p..-tnikum. n:11111;1l i:;1' ur .-.•al 
l\ I Fm,· .:l • .:mi,·a(, 
'11 .-\nunal \;i,·,·in..- ;111d dini.-al d1;1i:n•"ll•" r,·;•l!•'nh 

1111 2.-t-l>i,·hlurn ph..-n~ I a.·..-1i,· a..-i,f-. m•·th~ I ,·h!.1r11 ph..-n~ I ;i,·..-1..- ;1.-1.i, 
111 S~ mh..-,i,..-d r;1\\ 111;11.-rial' lur a•h an.-..-.i ,·..-r;1111i.-, 
121 Sp..-.-i;11i,..-d p;1inh ;111.I ,-,iatini:' 
DI Co11111111n 'all 
I-ti Snap. ,·k;mini: pr.·p;1r;t1111n,. ,.,,,111..-ri.-, ;111.I 1•1h,·r 1t•1k1 pr.:p;ir;1ti1111, 
151 Chc.:1111.:al ,kri\ i"-'' fr11111 11111ri:;mi.: "'ur.:c.:' 
I Ill Re.:.:~ dmi: nl ,·h,·mi.:;1b ;m.I pla'll' \\ ;1,i.·, 
171 lnj..-,·1i1•n'. ,1,·nk '"luunn' ;111.I i:d;11in.: ,·;1p,uk' 
I l\1 Carllt•n (ll;1d. 111;1,1,·r llar.·h 
191 ln.l11'ln;1( i:a,,·,_ \\h.:th.:r n•mrr•'"•·d. h1.jud1,·.I ur 111 '"lid '1;11.: 
2111 Ch.:111i,·al fur fir,· •'\lini:u1,hc.:r' 
211 F.:nali,..-r, 
~~I S11<lium ,·;irlln\~ I 111.:th~ I .-,·llu!. "'' 

In terms of lahour ahsorprion. the l hcmical industry's l"onlrihution 10 total cmploy mcnt i:-. 
small gi\cn the• c.1pital-intcnsivc naturc of thc industry. Tahk IV. I J shows thc stnl\.'turc of 
employmcnt across small. mcdium ;md largc cntcrpriscs in thc l·hcmiral ir.dustry in Peninsular 
:\folaysia during 198 I - 1986. Whik cmploymcnt pcr cst;1hlishmcnt lllll"tuatcd markcdly m cr 
thc pcriod. total employmcnl in 1hc dlcmical industry sl1111tl al I ..I .506 in 1986. Al·rnrding 
to l\1 IDA. the rhcmiral industry. cxduding thc 11k1Khcmil·al suhsl'l'lor. l'mploy cd 15. 757 
pcrsons hy lk1:cmher 1987. 

Pn 1.\f'l't ·rs 

IMP projcl"tions indiralc that thc l·hemil·al industry is cxpcl·tcd lo gnl\\ at all annual rail· 
of 8.-1 pl·r l'l'nt during 1990 - 1995. As ran hc sccn from Tahk IV. I-I flla:-.lirs and rcsins. 
organirs and inorganil·s arc likd) 111 he growth kadcrs with it round 10 pcr l"l'lll annual ;I\ craµl· 
inrrcasc in do111c-.1ir dcmand during 1991 - l9'J5. 

l>11mesti1..· lkmand f11r fcrtili1cp, is l"\peded to ,!!rtl\\ al a lllt!dl.'sl annual ralc 11f -1.X pcr 1..·cn1 
durin~ l91JI ltJ1J:'i. n1111parcd wilh an 1..· ... 1i111all' 11f 7.2 p1..·r l'l'lll in 1986 1990. Thc,1..· 
pr11j1.·l·tions ar1..· oa ... cd 11n usaµc ratcs hy l'r11p and npcdl'd land dc\cl11p111cn1 hy maj11r a11ps. 
It is ,µcn1..·rally assumed that land lkvl'111p1111..·n1 for n1n1a and oil palm will l't1nlinul' 1111..'\p;111d. 

Thl' l"llUlllr) ·, ahundanr ,µas r1..'Sl'r\1..'' and ~nl\\inµ lllllri1..•n1 nl"l'ds r~mid1..· 1h1..· i111p1..·1u-. f11r till· 
dl'\cl11p1111..·11111f kr1ili11..·r n1anufad11rin,µ. II j, \l'ry lil-.dy 1ha1usaµ1..·11f l'11111p111111d krrili11..-rs 
will µrow ... uh ... 1an1ially in till· 11)')(1' in\ icw of 111or1..· inll'n..,iH· rulti\ali11n of '1.. kl"l1..·d 1..TOJh 
and llll'1..·hani1..·a I appl il·ar ion 11f krl i I itn'. a' w l'll "' ina1..·a..,i n,µ aw ar1..·nl''' 11f 1..·11111poun1k ·:·hi' 
rl'"1urrc-h;...,l·d industry n1uld hl· dnl'111p1..·d 1t1 furthl'r l'nharll·l' ... urplu' kr1ili1n produdion 
for 1 lw 'll hrl',!! i11na I 111a rh·t. 
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The prospc(ts ti.lr the pctrochcmical industry hinge ileavily on the domcsti1.: market. Malaysia 
(annot bl! highly optimistil· about export possibilities due to the regional plants in Singapore 
and Thailand and also due to sc\·crc comJK~tition from Saudi Arabian plants whi(h ari: based 
on free associated gas. New plants will need lo bl! more competitiw in1erna1ionally if they 
endea\'our lo enter the export market. 

An increase in the do:ncslil· usage of pclrochcmil·al finished products could pro\ide 
opportunities for a wide range of fabricated and processed petnll·hemical products. There 
is a wide variety of applications for which pctrochemical products can bl! used in Malaysia. 
A kw examples arc bonlc crates for OC\'Crages. pipes. toys. and other agricultural and 
construction applications. Thus. strengthening the fabrication segment could constitute a major 
development force for the industry. There is a need to re\iew the capabilities of the plastics 
fabrication sector with a view to enhancing. its potential 10 seize new opportunities. The fast 
expanding dt.-clronics industry in Malaysia has gcncrnk'll a growing demand for plastic pn.-cision 
products and this re4uircs the establishment of high prt.>cision plastics operations. Opportunities 
also stem from the growing demand for household wares. industrial products. aulomoli\·e 
parts such as linings and padded panelling for construction and household purposes. 

The global chemical industry is ocing increasingly characterized by the emergence of new 
materials such as high-strength components and engineering plastics. Howe\er. some of these 
products arc yet to demonstrate their long-term prospects for dc\·doping c11untrics. 

E. WOOD-BASED INDUSTRY: INTENSIFYING DOWNSTREAM 
PROCESSING 

nu' rt'.'WllfCl' ha.'it' 

The forest area in Malaysia is estimated al ::?OA million hectares. cncompassin~ ti 1.8 per 
cent of the total land area of Penir:sular Malaysia. Sabah and Sarawak. Dcraib pertaining 
to areas of natural wood vcgc1<11ion estimated hy the food and Agrirnlture Organi1ation of 
the United Nations (F AOI al cnd· 1985 arc pr-:s..:nted in Tahk IV. 15. Malaysia· s forest resources 
arc \'ast and. with sustained reafforestation. this resourc,: hase .:ould he enhanced further. 

The fluctuations in the ou1pu1 of SilW h . ·s itnd si1wn 1imher as shown in Tahk IV. I ti largely 
rclkct changes in export demand. Despite these lluclui1lions. Malaysi;1 still slitnds as lhe world's 
hirgest produ1:er of trnpi1:al hardwood. 

After a year of com111c:ndahle !:'.rowth in 19~7. output of si1W logs foltered marginally in 1988. 
hul rehounded well in 1989. The main sourl·e of rhe innease in our put was ii higher level 
of logging in Sarawak. whi...-h more than offset the 1.:omhined decline of output in Sahah and 
Peninsular Mah1ysia. The output of saw logs in Peninsuh1r Mali1ysi;1 declined hy :o.ti per 
cent in 1989. The State Government of Sahah introdu1:cd meiNtres to rnntrnl logging a1.:ti\ities 
in order to conserve forest rcsour1:es. Logging ;Kti\ities in Sitrawak were intensified in 1989 
to keep p;ll"e with the rising dem;md from traditional buyers. Japan and the Repuhlil· of Korea. 
and to cater for larger demand in new markets. Thailand in p.1rticular. 

In rhe face of rising inlernational demand ;md prices. produl·tion of sawn rimher rose from 
h .. ~ million cuhic melres in 1988 to 6.9 million rnhic metres in 1989. The restril'lions imposed 
on exports of sawn timher hy hoth the Philippine' and Indonesia had n:sultt•d in a ri'e in 
demand as well as prit·es for Malaysian rimher. Mala)sia lat·es a dilemma as \\orld dt•mand 
and timber pril·es l·ontinue to rise in !he wake of lhe i111posi1ion of righlt•r wndition' lor !ht• 
export of 1i111her hy neighbouring rn11n1ries. Thl" sawmilkrs want 10 rah· ;uh:1111agt· ol high 
prices on lhl' world market. while rhe downslrl·am 111anuf<ll"l11rers suffer from a ,1Jor1ag1..· of 
raw materials. In 1988 Malaysia·' log l'Xport earning~ rl·ad1ed a rl·wrd ol :\1'!1 7.::? hi Ilion. 
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Table l\".1.5. :\n.-a" of nalur.tl "ood \q?l"lalion. 198.5 
1 In million h..-... 1ar..-1 

Ft>r,·,t t} pt: P..-mn,ular Sahah Sara\\ al.. 

\"rrgin rr<1Ju,·ti\,. t\>r..-.. 1 11. <J.I l.-l7 _,_Oi 
L<1gg,-J rn>Ju.-tih· t.•r..-,t _\_:\fl u.• II.fl.I\ 

'.\lanag.-J rn>Ju,·ti\o.· f·•r..-.. 1 0.1\h ' ·-___ 'ti 

Total rn>Ju.-m..- f1•r,.,, 5._lr .. ~.'Ill fl I~ 

l"nrn>Ju.-ti\,. h} 1..-~i,lati••n 11.fl<J II.IS II. Ill 
l·nrn>Ju..-ti\..- h} 1..-rrain I.OX 1.5-l I. 7fl 

T••tal unrn...iu,·ti\..- f••r..-,r 1.77 I. 7~ 1. l«l 

Total for..-,t ar,·a 7. L\ -l.fl~ 7.<JX 

Tt•tal lanJ ar..-a I-'. 17 7 . .\<J l~.+i 

For..-.. 1 ;r, a pt:r,·..-n1ag..- of lanJ ar..-a 54.1-l fl~-5~ ""'. 1-l 

s .. ,,n-.·: F:\O. Trnri.:al h•r..-,1 R..-"tttr.:..- :\,.,...-,.,.111..-nl I R.1111..-. I <JXfll. 

T•>tal 

5.-lS 
5.fl-
_:;_~_:; 

1.i .. •s 

O.<J7 
-l .. lS 

5 .. l5 

14_"'.'_\ 

·'·' .1111 

54.74 

Table l\".16. Production of saw logs and sawn limber, 197.5-1989. sek-cled ~ears 
1 In million ..-uhi..- m..-lrl'I 

T} p.· of "'""I 1975 l'IXO l<JX5 l•lXfl l'IS7 l'ISS l'IS'I 

S;m In!!' 19.~ :!7.') J0.'1 ~"- ') .l5.fl J.l.tt _l7.N 

S;1\\ n 1i111ht:r J.•l fl.-' 5.-l 5.1 fl.I fl._, h ,, 

Sotir. -, ·: Rmk of ;o.;,·g;1r;1: ;md Enino111r.- Rq1on. \~lfi,,u, l~'lh .• ,. 

which surpassed 1hc e;1rnings from crude pelrokum. The year 1989 was ;1lso ;mo1h.:r good 
year for 1imll.:r .:xpons. The expon lloom has illl.:nsifi.:d 1he co111pe1i1ion for r;m 111;11eri;1t .. 
among lhc <lownslr.:am manufacluring induslri.:s ... m:h as woo1.I moulding. pencils. dotm •. 
wooden fram.:s as wdl as furni1ure. 

Efforls lo .:nhanl'l' lhe forest r.: .. oun:.:s conlinue. The re;1ffor...-.. w1ion progr;umne ini1ia1.:d 
lly Sarnw;1k in 1990 is aim.:d ;11 estallti .. hing 1.500 h.:clares of n.:w for...- .. 1 plan1;11ion ... Th.: 
progr;1111111.: also aims al 10.000 hel·1;1r.:s of new fnresl plalllalions annually in 1he 1990s. 
In P.:ninsular Malaysia. anolh.:r 42.000 h.:clar.:s of for.:sl plan1;11ions ar.: pl;mn.:d for lhe 
perio1.I 1989 - 199J. Sallah wa .. 1h.: pion.:.:r in eslalllishing l·o111111en:ial limll.:r plalllalions. 
Around 20.000 h.:clares of fasl growing .·lrnda 111<111gi11111 ln:.:s w.:rl' planl.:<l in 1hc h! .. 1 Io 
y.:ars. Th.: S1;11l· (imwnmenl of Sallah ha' inrr.:as.:d lhl' royally rail'~ impo .. 1:d on log .:xpon~. 
aml low.:r.:d lh.: royally ral.:s on log .. for loc1l pnl\:.:~~ing in an l'ffon 10 .:nniurage <lownslr.:am 
prol'l..'ssing. or lh.: 101al \'olurne of IP~S prodtll'l'd in Sall;1h. JO pa n:nl wa .. alloc;11l·d for 
dom.:slic procc-.sing in I lJXlJ. 

Dt 111 n~rrcam pn ,, ·c.u i ng 

Malay~ia·, wood r.:sourr.: .. ar.: now 1111 a down .. lrl·am lrail in onkr 10 rnaximit.: rl·lurn .. from 
timhcr .:xport~ lhrough \'alu.:-add.:d produc1 ... Th.: export of furni111rl' ;ind moulding prodtll'I' 
i~ proj...-~·1.:d al M$ 400 million and M$ 1.2 llillion rl·,pel·1iv.:h in 199~. In pur .. uil of 1hi,. 
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the go\crnnk:nt i" cn\."tluraging pnl\.·c,.._ing of tim~r into down .. 1rcam pnldu\.·i... Ho\\C\Cr. 
unlil..c rhc dra .. ti\.· hanning of ra" and sc:mi·pnl\.·c""'-'li material c'pt'"" in ncighhouring 
t:nuntri\.-... '.\lala~ .. ia i" aiming al a pha."-"\.I appn'l;l\.·h in gr.tduall~ imptNng a han on log c'pt'""· 
"ith a ho"I of anra\.·ti\C in\.·\.·ntiw" for grcarcr use: f\lr down .. 1rcam prot:c .... ing. Sawn ltlg". 
pl~ \\o,lJ. \Cfk.~r. \\tllid moulding" and furniture dominak'li mor.: than half of all tim~r c'pt'n 
earning" in 19X9. Ho\\t:Wr. furnirurc made up onl~ a .. mall pan of roral earning" of more 
than '.\IS fl5 hi Ilion in I 9Xl). 

:\ growing num~r ,,ffurniturc manufat:turcr" in the Tai" an Prm int:c haw r\.'licplo~ cd their 
O(lt:r.ttion" lo '.\lala~ "ia h\.·\:au~ oi tht: ri"ing 'aluc of the !'\c" Taiwan dollar and hight:r laht'lllr 
\.·o .. i... :\t:t:ording to the '.\lala~ "ian lndu .. trial lk\dopmcnt :\uthorir~. entrepreneur' irom 
the Taiwan Pnwint:c inw .. k'li ~IS .:!50 million in the furniture indu .. rry in 19X9. Elfons arc 
under \\a~ hl ensure regular .. uppl~ of ..awn lop from Sahah and Sarawak to P.:ninsular 
~lalay .. ia in tlrdcr to case: the r.t\\ material .. honagc. Sahah and Sarawak \.·onsumc onl~ .:!O 
per t:cnt of lix·all~ pnldut:cd log ... 

The Gtwcrnmcnt of Sara\\ak n.·\.·ci,cJ X.:! projc\.·t proptl..als in the fir..r half tlf 19~19 for 
down .. trcam pnll:c""ing. entailing a total t:apital inw .. tmcnt of W9 million. Oithc X.:! projct:t 
proposals. -B arc sawmilk .:! I furniture making enterprises. iO plyw1llld and veneer mills. 
5 t:hopstit:b makers and ·' other pnll:cssing units. Around S-i6 million oi the total propo~d 
equity of SI .:!7 million t:omcs from foreign sourt:cs. 

Foreign inwstmcnt" and joint \Cnturcs arc imptlnant mc:m:-. of upgrading Jown:-.trcam a\.1i,itic" 
in the Wtllld-hasc:d indu:-.try. There arc aln:aJy such im.:stmcnts fro:n thc Rcpuhfa· of Korea. 
Australia and Tai\,·an Pro,·incc. The Japanese: firm Tokyo \knka Kaitha LtJ .. one of the 
higgcst trading !wusc:s in Japan. has cxprc,.._cJ interest in imcsting ~tween S.:!5 million and 
S IOO million on an integrated tim~r complc' in Sarawak.* h:asihiliry studic:-. arc under wa~ 
for the pnlduction of ply\\tlllt.I. panidc-ht1ard and other Wtlllt.I pnldu\.·ts in :1 .:!O . .:!J hcct;1rc 
site in the indu:-.trial arc:1 in Bintulu. 

Exhibit I\" .5. I.isl of priorit~ wood-bawd ptoduds 

I 1 lnh:;!r.11,·,1 111nli.:r ,·,m1pk' 
~1 l'l:"•~•I. I.in•: pl:'"""I. pr.:-lim,h,·.I .in.I pnm,·,I pl:"'""I 
-~ 1 B111ld111;! ;111,I 111,111.11111;! h.>.ir,h. ,11,h "' hl11<.-k h.•;ml'. l.nmn.11,·,l h.•;ir,I. h.111,·n h.•.ml. 111,·.imm-,k11-11: h.>.ml. 

'"II h<1;ml. h.ml h.>.ird. \\.1;!,·r h<1.ird. l.1111111.1 h.•.ml. p.irll•k h. .. ml .ui.I d11ph..,1r.I 
~I I" 1111f't.·r ll1llllld111;!' .• 111 1: J""' 
:\1 l'r.:-l.1hn.-.11,·d h1""'"l! umi- ;md •1•111p<1n,·11i-
h1 \\'""kn ,·.1h111,·1, r .. r ,·k..in,·.11 llf ,·k..ir1•m·· pr11<l11..i, 
-1 B111ld.-r• .-.1rp.·111r: .in.I r,.111,·r: .• 1",·mhk.I p.1rlJ11,·1 rJ,,..,rm!! p.md' 
SI W 1 I\ l\(,·n 'l;11r,·.1,,·, 
•11 \\ •" '<1.-Sl .11" •r, .mil "111.lo\\' 

101 l'r11<l11.-i, 1kn"·' rr .. 111 1111111.1111111 of "'""I '"1'1,· 1,· ;! .• 1.-11\.11,·.I .-h.1r.-1•.1I. "'""' flr1,111,·11,·'· "'""I "'"'Ii 
111 \\, ..... 1 p.·lkh 
I ~1 .\r11d,·, 111 111rn,·.I "'""I 
ll 1 i{uhh.·r "'" ... 1 '.:n,·.-r 
I~ I \\'"'<kn p.·n.- 11 ,l,1h 
l:'il w ....... i.-n hou"·hold .1r11.-i,-, 

c, mJ1rai111 ... 

Th\.· inll·nsi:iG1tion of do\\ n"trl·;un ;Kli\ ilil'" ha' ih own inh\.·rl'nl pmhk-111' ill ~f;il;1} ,,;a_ E \pnr1' 
of unpro.:t:""cd or 'cmi-pron:,,ctl protlul·ts 'rill pcr"i'r in Malay,1a. Tlw quc .. r for ;1l·htl'\ in!! 
a hi!!ht:r tlt:!!rcc of pnl\·t:: ... in~ is h:1111pcrctl hy huo} anl inranat1onal 1k·mantl ;inti pril·l·, for 
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rJw wooJ. L1.l\.·Ji JcmanJ is ycl lo create 4ualily 1.:on~·iousncss. ProJucls arc often largch.'\I 
for lhc lower cnJ of lhc markcl. A major ohsladc is lad of C'.\~rtisc. The growth of lhc 
woodworking anJ fumilurc in<luslry is partirnlarly impt.'\11..'\I hy lhc lad of lcchnical know­
how. Oul of ..J5 mills. only fi\·c or si'.\ o~rJlC wilh pnl(l\:r proJu1..·tion anJ management rnmrol 
s\·stcms. 

Prt '-'i/1<'< ·1 ... 

Mala\sia is slri,·ing h, emerge as a major hasc for Jownslrcam wooJ proJm:ls. This could 
he achicn.'\I hy gooJ proJucl Jcsign. 4ualily. pri1..·cs anJ scni1..·c. This woul<l 1.~Kililatc lhc 
further cslahlishmcm of many om1panics in lhc fumilurc complt.·'\1..'' anJ lirnhcr pn,·cssing 
1oncs. 

lnlcgrak'\I limhcr complc''-'s arc encouraged. with a \"icw to facilitating the n•anufa1..·turc of 
sawn timhcr anJ plywood li.lr prc-fahricatcd houses. doors. window frames. wall panels. 
etc. Estahliskncnt of these complexes is encouraged cs~1..·ially in the Stales of Sarawak anJ 
Sahah. Wood waste utilization is an area whi1..·h rnuld he dcwlo~d for the manufacture of 
fihrc-hoanJ. partidc hoard. mouldin~s. wood hriqucttcs. wood wool. acti\"atcd carhon and 
laminatt.'\I wood pnlliucts. There is St:o~ for lhc manufacture of ruhhcr-wood. cs~cially 
laminalcd hcams which enjoy a hig world markcl. The manufacture of kn1.,·k-Jown furniture. 
wooden toys. sporting equipment. sou,·cnirs and handicrafts items arc a1..Yordcd top priority 
in cn1..·ouraging private ill\·cstmcnl. 

F .CEMENT INDUSTRY: POISED FOR FULL-CAPACITY UTILIZATION 

nu· re.'io1trn· ht1.'il' 

Ahundant rcscr\"cs of limestone rods in Malaysia haw meant thal 1his important segment 
of the non-metallic mineral induslry has a nalural advanlagc for 1..·ommcrcial c'.\ploitation. 
In mid-1980s hydraulic cement rcprcscmcd ahoul _,6.8 ~r cent of lolal non-mclalli1..· mineral 
products. while cement and concrete products accounted for J.:! . .:! ~r ccnl. The lhird m;1jor 
suhsc:ctor of lhc non-mc1;1llic 1..·cr;11nic indus1ry produces pollcry. china. carthcnw;irc ;ind 
slruclllral d;1y products. 

Rt'Cl'lll trt•11tf.., in n•mt•llf prod11ctio11 

Buoyed hy a peak demand for ..J million hmncs of 1..·cmcnl in 198..J. oulslripping lhc supply 
of J.M million lonncs. huge ill\·cslmcnt w;1s made in cement prndlKlion. As ;1 rcsuh. an 
addi1ional J...J million lonncs of cap;K·i1y 1..·;11nc on slream hy 1hc yc;1r 1987. Bui ;1 dc\;1s1a1ing 
imh;tl;1111.:e hclween supply and demand 01.:rnm:d when dome!'.lic demand plunged 111.:!.7 million 
tonnes in 1987. * 

The in!'.lalled G1p;Kily of le;1ding in1egra1ed and grinding phml:-. :-.loud al ;irouml 7.X million 
lonne!'I in 1988. Annual rah:d capaci1ic:-. of leading cemenl ph1r.r:o. arc reported in Tahle IV. 17. 
In the foce of ri:-.ing internalional demand and a pi1..·k-up in dorne:-.1i1..· wn:-.umplion lhe indu:-.try-"\ 
m·ercap;11..·i1y hccame an ;1:-.:-.cl. The 1.:apa1..·i1y u1ili1a1ion r;1h: ro:-.e :o.igniti1..·an1ly in 19XX and 
1989. LoG1I sales in Penin:-.ular Malaysia lotalled J million 1onnes in l9XX and a 15 ix·r n·n1 
in1..·rea:-.c w;ss projc1..·1cd for 1989. 

Cement sold in 1he 1..·enlral area of Peninsular Malaysia. whid1 aco1unh for 50 per 1..·cn1 of 
lhc total rnarh·1. has a price lix1..·d hy che gmernm1..·n1 al around M$ 190 per 1onn1..·. 1..·omparcd 
wilh an c'.\port pri1..·c of ;1round M$ 10.:!. lrnporh arc suhjecl lo a l;iriff of around M'ii XO a 

• Sl·l· . ~l.11.1~ ''·'.' l·c.·nll"fll U\ l"h'.IJ'-ll·11~ h\·\'tllll\"' .111 ·'''"'' I• Ht llltl\'h (net '0011 .. f11r ,.,l\ft'fll r, ,,,,,,,,,,, HtT/f'U 

I~~ Ju11l" 1'1>1111. JI 'i~ 
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tonne_ Ba~d on the ratt.>J capacity of manufacturing units. ihe Malaysian market ti.lr cement 
is di\'idt.>d into percentage share:-> ti.lr each producer. This pre\'cnts the more efficient producers 
from e'\panding their market share. The three go\·ernm.!nt-owned plants. Cement Industry 
of Malaysia (CIMA>. Kedah Cement and Pcrak Hanjoong Simen ha\'e o\'er 50 per ce!lt ~lf 
the count!'}· s total installed capacity hut enjoy an-ess to only ~ per cent of the donk.-stic markc~L 

Table n·.11. Annual r.1ted capacit~ of leadin~ cement plants. 1989 
I Thousand tonnes 1 

lmn:ra1.·d 1•111111.' 

.-\,s...:iar.:J Pan \lala~ 'ia C.:m.:nr 
C.:m.:nt lnJu,rri,·, 11f \!ala~ ,ja•; i· 
K.:Jah C\·m.:nr' 
\lala~a lnJusrrial anJ Mining Corporati1io 
P.:ral..-Hanj1k1ng S1111.:n·' 
Tax!. C .:m.:nr'" /_ :!tlO 

Total 

Gri11di11g 1•/<1111., 

\lala~a lnJu,trial anJ Mining Corporation 
C.:m.:nt \lanufa..:tur.:r' Sara\\al..1' 
C .:m.:nt lnJu,rri.:' Sahah 

Total 

So1m·,·: Th.: C.:m.:'lt an.I Con.:r.:t.: .-\"o,:iarion of \I ala~ ,ja_ l\u;1la Lumpur S1t..:I.. E ,,·hang.:. 
" Ci11\·.:rnm.:nt 11r Srar.:-11" n.:J. 
I> Puhlid~ li't.:J. 

2. lllt) 
l.lltltl 
l.21ltl 

tio 
I .2lltl 

6.760 

120 
-150 
5lltl 

1.070 

With the price of cement in the domestic market being fixed at a price higher than world 
market price. plants ~!enerally tend to sell more of their output dearly domestically. But the 
quota agreement on local market shares necessitates the quest for aCl'elcrating the export dri\·e. * 

Com Ira i Ills 

Two major 1.:onstraints facing the cement industry arc an indticicnt market distribution nelwork 
in the domestic market and lack of compctiti\'cncss in the international market. Inept market 
distribution results in scarcity in some areas and cxl·ess supply in other parts of the country. 
The cement industry is also faced with the prohkm of price compeliti\'cness because of high 
~ost of prndm:tion. Japan. Taiwan Pro\'ince and the Repuhlic of Korea arc ahk to sell their 
cement at much lower prices. 

Pmspt•cts 

As the upturn in rl'sidential construction activity c\'idcnt since the second half of I 9XX continues 
on the heels of a sustained p;1l·e of economic expansion. the cement industry is poised to 
utilite it:-. full capacity. The huoyant <ll'tivity in the rnnstruction sector is expected to rnnrinue 
in view of the continuing low inleresl rare for housing loans and a significanl increase in 
new saks pcrmils issued for pri\'ale developers. The cons1ruc1ion sector is expected lo hcnetil 
from overall induslrial expansion l·har;1l·1eri1ed hy 1he rnnlinued expansion of induslrial eslales. 
factories. w.1rehouscs and infra~.tr11cll1ral projecls. 

' l>ur111µ rh,· f1r,1 h.111 "' l'IXX. \bla~,1a npnrr,·il '" B.111)!l;11f,·,h 1I\f>.fKIO1111111,·"· Bru1w1 l>.1ru,,1la111 1~.fNNI 
1111111n1. \bld1'<'' I~ .IMNI l111111n1. -.;,·pal l~·l.INMl 1111111,·,1. '"" /,·al.111.t 1-t.fMNl l111111c,I. Slll)!ap11r,· 1h.fNN: h>nll<''I. 
Sri f .;1n~.1 I~~ .f N NI lt1flll<'". l.1h111 I ~-t .I NM I I• •IHI<'' I. l.11\\ .111 f'ro\ Hlf<' I I ·I .f NH I II •1111<'' I. \' l<'I -.; .1111 I IX .f M NI 1111111<'' 1 
and 111111)! 1\1111)! I I .fHNI I• •nm·, I C'l111~cr n1~•rh lo B.1n)!l.11k'h I• •l.1lk.t 77.lllM 11111111,·'· S111)!.1p11r,· \XI .IMNl 111nrw' 
.111.t Sri l..111~;1 •Jfl.INMI 1<•1111<'' 
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G. TIN-IN-CONCENTRATES: EXPLORING AVENUES OF 
SECONDARY PROCESSING 

nu.' rt'.'iOltrC(' hast• 

Wilh pro\"cn lin reserves of I. I millilln tonnes Malaysia cm:ompasscs lhc largcsl reserves 
in lhc world. The hulk of lin production is localt.-J in lhc allu\"ial deposits in lhc Stales ~lf 
Pcrak and Sdangor. Dredging and gra\"d pumping arc lhc lwo major mining mclhlllis 
accouming for ahoul 85 per ccnl of hllal oulpul. 

As shown in Tahk IV .18 lhcrc Wl.'ft' ~~O mines in opemlion in 1989. wi1h ..J t grawl pump 
mines and :! other ntlldcs of mining n:-openl'll in response lo impron'll lin prices on lhc world 
mark.cl. Malaysia slands as I~ fourth largcsl pnldUCl'r of 1in-in-l·onl·cn1ralc in 1he world 
ahhough lhc conlrihulion of tin mining lo lhc rnunll) .. S GDP is meagre. 

Table n:.18. ~u.uher and t~·pe of tin mines. 1988 and 1989'' 

It.JM!! 11.JMl.J'' It.JM!! 11.JMl.J'' 

Chang<' 

Numl'l\:r of min<'s 
fas al <'n<l of ~ <'arl 

Gra\·d pumps l+J 1!!5 -M .JI 
Dr<'Jg._.~ .l:! .U 
Oth<'r 111 II:! 

Total 287 .\.10 -7 ·'-' 
S1111r.-.-: l~·panm.·nt of l\lin<'s. ,, Prdimina~. 

Rt•n•llf prod11crio11 trt•11ds 

Following a 5 per l·enl fall in 1988. 1hc output of tin-in-rnnccntrntc recorded an 11 per l'enl 
inl·reasc in 1989. rising from :!8.866 tonnes to .'\:!.OJ..J tonnes (sec Tahk IV.191. In 1989 
M•tlaysia's tin-in-concentrate output accounted for 17 per cent of aggregate world output. 

Table l\'.19. Production of tin-in-C"oncentrate. 1988 and 1989 

l'fll\hl<"flllJI fhlllll•''' 

( iraH·I p111111" 
J>r,·,li:•·' 
( llhl'f 

Total 

So11ri-1· I kparrm.-nl 111 l\f llll'' 
,, Pr,·l1111111ar~ 

l'IMM 

•J. 7•Jll 
I.I. I.JO 
5.•1:!7 

28.1166 

U.:!ti.l 
11.%.l 
h.MOM 

.12,0.'8 

llJMM 

15 . .J 
u 
5.0 

5.0 

.15 .J 
l) 0 
II I) 

11.0 
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In 1hc: f:k:e of a worlJ-wide incre.t."< in 1in pnx~u1.1ion. lolal commcn:ial sllx:k al 1hc: end of 
19gq s1nod al JU. 700 lonlk.'S. In ils dfor. hl n.'\Juce the: glul in 1hc: worM slocl.' the: A~"itll:ia1ion 
of Tin Producing Countries fATPCI Jrxi~"li !tl ex1end ih supply· rJlionalization schc:mc fnr 
antllhc:r ten monrhs cmering the: period March 1990 - lA."l:emocr 1990. l'nder the: scheme 
Malaysia"s share of the: export qunla wa.' r1.'llun.-J to 25Jl96 lonnes and. con.\t.'\IUCntly. its 
export 4uota for 1990 stands at 3'J.J79 tonnes. 

Amidst rising donk.-stic produ1.1ion Malaysian smclters impc.m1.'ll 23.857 tonnt.-s of tin-in­
concenlrJtes from AustrJlia 133.8 per cent I. China f I0. 7 per centl. B..lli\ ia f 10. 7 per cenu. 
7..aire. lndont.'Sia anJ Myanmar 1.3<U per cent). The: highc:r kwl of impc.lrts and rising don11.-stic 
production haw meant a significant rise in the: lc\·el of tin metal output l,l 50.630 1onnes 
in 1989. maintaining Malaysia a.' 1hc: world"s larg1.-s1 producer of 1in metal with 28.3 per 
cent of to1al world tin metal output. 

In \'iew of the highly \·ola1ilc conditions on 1hc: world tin market. efforts are under way to 
promote 1hc: local tin-ha.°'1.-J industry. In r1.-cenl years. domestic tin consumplion increa.'C:d 
from .JOO tonnes in 1980 to l.'>+J lllnnes in 1986 ht.""Causc of the growth in the: tin plating 
indusu·~;. solder manufa1."turing and the solder industry in the country. The de\·elopmcnt of 
adduional tin-consuming industries such as thc: lin chemical industry. especially organotin 
compounds. is expt.-ctcd to lead to a further increa-;e of domestic tin utilization in the future. 

A l"t'lllle.'i of seco11dary pro<·e.'i ... i111: 

The International Tin Rest.-arch ln.'ititute fumisht.-s information* on a wide diwrsity of traditional 
and new uses of tin-in-concentratt.-s particularly in tin plating. soldering . .:oaring and mt."tallurgy. 
lntensiw applit.'ll research and informalion dissemination for downstream 1in-utilizing 
manufa1.1uring acti\'ilil!S. where a market polential for tin ha.' been established. could Ctmlrihute 
to the continued growth of this industry. Tin-based manufacturing acli\'ities are expected 
to oc further developed in areas such as the metal packaging and canning industries as well 
as industrit.-s utilizing various applica1ion of tin compounds a.' in pla.,tics. ceramics. ek'\.'tronics. 
glass and wood. Thus. due to 1he versatile nature of tin. resear1.·h efforts will need 10 oc 
in1ensified 10 explore 1he full po1enrial of tin for industrial application. 

Comtrailll.'i 

In terms of the 4uality content of Malaysian tin. Thailand and Brazil are potential eompetilors. 
Malaysia·s competiliw ·dge is eroded by the lower produc1ion cosls in other tin-producing 
countries. The sharp increase in production costs in Malaysia relati\'e lo other tin-e'\porting 
countries can he attributed to the high cost of energy. which accounts for 20- 50 per eenl 
of tolal production costs in Malaysia. 

Malaysia"s competitive edge in 1he world tin market has also been se\'ercly affected by the 
increasing production from countries which did not adhere to the 4uo1as stipulall!d by 1hc 
International Tin Council (ITCI. especially Brazil and China. 

The relatively high price of 1in in comparison with 01her base me1;1ls such as copper. lead 
and aluminium has cncournged substitution. leading 10 foiling dcm;md for lin. Consump1inn 
particularly of tin plate. whil.-h is a very import;ml marker for tin. has fallen dr;unali"·ally. 

• Th,· "'"r~ 111 rh,· ln,111111.· "1hr<'dl.'1I '""'ard' lh•· :kh·h•r1111,·n1 o•I "'""' lh<'' l11r rm. h;1, ... .i ,m rlw '"'·111111,· .1n<I 
1cdm1.:;il ,11111} ul rh.- 111c1.1I. 11' .11111}' .111<1 '''"'P"llll<h .• 111.I f111A.,1rih 1n<lu,rn.il pr11\'<"'""' 1A.h1d111-.· 1111 o•r 1A.!11d1 
ma} pr11\11k rurur,· 111.1rh·1, ''' 1111ar1.·rl~ 11111rn;1I i:n111k1l ·Tm .in.I "' 11-.·,· ,,1rrn·, .1 r,·,.-n111r "' 1111111\.1l1H' 
1tka' "" .1 h1i:h.-r 1ki:r···· "' rro""""mJ! "' 1'11, ll)<"f,11 
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Thus. Ilk: 1in in<luslf) in \lala) sia is fa'-·eJ wi1h a numlll:r of markel an<l slru\.·lural prohkms. 
Higlk:r lahour 1.:usrs and o(":rJling e'(":ndiluii: make imesunem less allr.:c:li,·e. In mi<l- I'Nl>. 
the '.\lalaysia \lining Corporatiun. the largest mining '-·ompany whi\.·h o(l\:rah:s 21 mmes. 
~i<l it might ha\c It, dose some ,,fits nunes if prices li:ll lll:low \IS 15 P'=r ki:ogrJm. The 
'-·ompan) ·s pnl<lu'-1ion cosl \\as lll:tw'"~n \IS 16.50 and '.\IS 17.lXl per kil1lgrJm in June l'Nl.l. 
:\higher lk.-gr'"~ of xYonJaf) pn"-"'"''ing \."llUld pa\c the wa) fi.lr rejuwnaling till: ailing indu.stf). 

l'rt '·"!'('( ·1 ... 

:\llhilUfh the do ... ing down of high'-"'~ milk.~ ha., r .. -JU\.'\.'\l the \."\~Is of pnl<lu'-1ion ... igniti'-·anlly. * 
there is a n.·,:J hl ra1ionali1:c: mining O(":rJlions in order to enhance 1he international 
com(":tili\c:nc:ss of '.\lalaysia · s 1in pnl<luccrs. With a ,-iew to assisling 1hc: ailing lin induslf). 
the g1nernmc:n1 has rdc:ax'\l sofl l1lans to the tune of MS 70 million and rc:Juc'-·J dect ·icil) 
lariffs for lin pnl<lucc:rs hy 25 (":r cc:nl. Howc:wr. pnls(l\:'-"is for 1he industf)· Jo not de(":n<l 
on concession ... alone. The: tin indu ... tf)· in Malaysia will n'-~J lo 1hriw on lhe Jcwlopmc:m 
of x'\.·onJaf) pn"-"'"~"'ing. The lask facing lhc: industf) is lo re\iew and slrc:ngthc:n lhc COUnlf) ·, 
kgal. regulalof) and fiscal arrangem.:nls 10 f;Kili1a1e inwstmc:m inllow' imo innmali\e 
indu ... 1rial applicalions of 1in. 

H. AUTOMOBILES: ACCELERATING THE EXPORT DRIVE 

The major 1hru,t i' 10 encourage 1hc: Jc:wlopmc:nl of lhc: componc:nl manufa'-·1uring 'uhscc1or 
in order 10 Jc:,·dop indigenous capahili1ic:, of manufacturing passcng•.:r t:ar'.'. and 01hc:r \chide:,. 
The: enlf) of 1hc: Jomc:,1ii:-huih i:ar Pc:m,1u1aan Otomohil Na1ional I PROTON SAGA I inlo 
lhc: au1omc•hik indu'.'.lf)- occurred when 1hc: c:i:onomy plunged imo Jc:c:p c:i:onomii: rei:c:,sion 
in 19X5. Thu,. '.\talay,ia·, liN nalional ,:ar rolkd off the: line with starting trouhk on 1hc 
Jc:manJ ,iJc:. :\'.'. 'ho\rn in Tahk IV.20 lhc: pnl<lui:lion of pas,c:ngc:r '-·ar' sulkrc:J marked 
Jedinc, during 19X5 - 19X7. Ahhough 1hc: pro<lui:tion of commc:ri:ial whidc:' rose tcmporaril) 
in 19X5. c:i:onomii: rei:c:s,ion took ih 1011 in 1986 and 19X7 f'.'.e1..• Tahk IV.201. Thc:'c: 
rc:'-·c:"ionar) produ'-·tion lrc:nd' whi'-·h (l\:r'i'1c:J unlil I 9X7 wc:rc: ;1lso par;1lkkJ hy lr'-·nJ, in 
the: .. ak' of pa .. sc:ngc:r '-·ar' and '-·ommer1..·ial \C:hidc:, a' rc:portc:J in Tahk IV.21. 

Bun) am donlC,lit: Jc:mand tilr pa,'.'o.Cngc:r i:ars an.I n1mmc:ri:ial \C:hidc:' in line wi1h lhc: c:'pan,ion 
in husinc:" ai:li\ ii) ;md higher di._pc,,;1hlc: in'-·omc: .. kd lo a yc:ar of signitiGmt growlh of 1hc: 
au111mc1hik inJu.,lr) in l9XX. Howc:\c:r. 1hc yc:ar 19X9 C:\(":ricni:c:J a 'uh .. 1an1ial Jc:dinc: in 
1hc: pnl<lui:lion of \C:hidc: part' and aci:cssoric:,. This wa .. olhcl hy .. ignifi'-·;ml oulput gain' 
;1t.:hic:wd in 1hc: asscmhly of molor •;chides. mo111r i:ydc:s and ''-"''olcr,. The imnl<lui:tion of 
'c:wral nc:w i:;ir moJd., in 19X9. 1oge1her with the ll1:11c:r nport (":rformani:e of lhc: n;11ional 
i:;1r '.'.Usl;1inc:J a high p;l\.·e of e\pan,ion. Hownc:r. Jue 111 a ,harp fall in 1hc: nnl<lui:tion of 
whic:k part' and an·ess.1ric,. lhc: 1ran,port cquipmcm indu'.'.lf) a' a whok rernrdcJ a rdali\d) 
moc.krntc: grow1h r;11e of 9. 7 (":r i:ent in I 9X9. c:omparc:d with an impre"iw in'-·re;1.,c of 75.2 
(":r '-·enl in I 9XX. ;1llll:i1 from ;1 low h;isc:. 

F::rpon-drfrt• tf tltt' 11a1imwl car 

The proc.hl\.'lion of ~folay sia ·., na1ion;1I c:ar PROTON S:\(i:\ j., parl of .111 ;11nhi1ious :\.f'S .:!JO 
million proji:'-·1 whid~ j., in the: hanc.I .. of PROTON SA(i:\. a joim \cnture formec.I in :\fay 
I 9X.~ ll1:1w'-·en lhe lk;1\) lnc.lustry Corporal ion of ~folay .,ja I HICO~t I anc.1 l"o c:ompanii:' 

• In rh,· llr'r hall"' 1 1 111~ pr11\h1.-111•11 ,.,"'' .1H·r.1i:,«I \I~ l'I -l li: 111 .ir,'<I)!'''· \I~~ I 7 l)! f11r P·"''I pump' .111.I 
\I~ ~I II l)! l1•r "J"''ll ,·,1,1111111.--. "lul,· h\ rh,· "·,·1111<1h.all111 1'1!171h1' h.111 hn·n r,·.iu,·,·.t '"\I~ 1-l ~-\I~ I~ 11 
.an.I \I~ I I 11 lj! 
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Tabk J\".20. Manufacture and a.'Rntbl~· of motor nhiclrs. 1972-1989 

cUnitsl 

P·:r- P.:r-
P..t."-~ng.:r .:~nragc: c-.~mm.:1.·ial .... ·c:ntagc 

Y.:ar .:an .:hang.: whi.:k-s ··hang.: Ttllal 

197.! :!-'.703 6.1.:!I .ltUI:!-' 
197.l "': .3"'5 t-1 -"' 7.-'JO :!IA -'l!.115 
197-' 5:!.891 :!7.9 11.3.:!3 5:!.-' M.:!1-' 
1915 .l9.179 -:!5.9 9.317 -17.7 .JK . .J% 
1976 "'-'.:!31 l:!.9 K.117 -1:!.9 5:! .. '-Jl\ 
1977 55.-'11 :!5A 9 .. ltll! l.J.7 M.71!5 
1971! 6:!.:!98 l:!.3 11.60.J :!.J.7 7~.90.:! 

1979 59570 --'A 1-'.ll.:!7 :!0.9 13591 
191!0 79.:!.J9 33.0 :!1.Kl.J 555 101.116! 
191!1 86 . .JIK 9.0 19.KK:! - 8.9 1116.JOO 
198.:! IB.617 -.l.:! 16.t).1..J -19.3 99.661 
1983 97.761\ 16.') .!0.71!9 :!9.6 llM.557 
198"' 9"'.:!73 -.l.6 :!6.7.Ul :!K.f-t I:! I.OU 
191!5 70. l.J7 -:!5.6 .15.77.:! .l.l.K 105.91lJ 
llJl!b "'-'.100 --'7.1 !7..lll! -51.6 61..JIK 
llJK7 3"'. l JI! -:!:!.6 l:!.59"' -:!7.3 "'6.73:! 
llJKK f-t0.665 77.7 IK.99'J 50.<J 7lJ.66"' 
llJ8lJ" .J0.370 "'6 .. l 15..JK:! ll!U 55.115:! 

Source: Dt:panmt:nl of S1a1i,1ii:, . .\1,,,11/rh M11mtji1.-111rirrg S1111i.•lio. f\arttlll' i"ut:,I. 
" Janual) - Jun.:. 

Tablt' l\'.21. Sales ntlume of motor nhicles. 1973-1989 
Ill nits I 

P.:r· P.:r-
Pa,...:ng.:r ,·.:mag.: Co111m.:r.·1al i:t:nlag.: 

Y.:ar ··ar' .:hang.: \t:hidt:, .:hang.: Tolal 

l'l7.l .JI .J.J5 'lA7!1 511.IC.l 
l'l7.J 5:!.K'll :!7 .lJ 1.UO.l .JO . .J M.19.J 
llJ75 .l5.5.J I J:!.!I '-' .11115 l.h .JK.o:!o 
I 'l7f-t "'I .f-tJ!I 17.:! PA'l5 .l. I 55.1.l.' 
l•J77 5:!.1171 :!7 .II 15.K'lll 17.11 till. 7'1lJ 
19711 tiO.IK~I l.l:'i 17.0119 1.5 77 .11'1.l 
1•J79 ti 1.6 77 :!.!I 10.711:! :! . ·' 711 .. lN 
I '>!Ill lllA79 .l:! I .'.!11.511.'.! 71 I 1111.llf-t I 
19!1 I 117 .. ll!.J 7 . .'.! .:!.:!.!I.'.!:! :!II . .:! 110.:!llti 
19!1:! ll-'.7711 .Ul :! 1.1111 ...... 111'1.5111 
19!1.l 1Kl .. l 19 ti.5 17. 1.lll :! 1.5 l117A.J11 
1911-' llh.11111 .l. •1 :!.l.107 .l.J. •I 10'1.'117 
1•1115 ti.l.1157 :!'1 .... .l 1.1.J.l .l.J.11 '15.0llO 
I 911ti ... 7 .11:!!1 :!11 . .J :!11.111 11 

·'·' · :! 
ti7.ll-'7 

1•1117 .l5 . .'.!115 :!5 Cl "· 7.'1 .l.J .II .Jll .'1'1'1 
1111111 5.l.5.l:! 51.X IX.llfill .l I 5 71.511:! 
111!<9" .l0.'1'1.l .'7. .l l.J .. l 17 If lf1. ·' l~Ulf> 

s,,,,,,., .. M;il;1~ ,i;m A111omoll\C C'omponl'fll P;1r1' :\f;mur;..-rurl·r, "'"t\·1.1t1nn 
11. Januar~ June. 

P.:n:t:nlag.: 
.:hang.: 

51!.:! 
Jl.7 

-:!.J5 
7.9 

:!.l.K 
l.J.I 

- O . .J 
.n.J 
5.:! 

-fl.: 
19.0 
:!.I 

-1:!5 
-.J:!.O 
-:!J.lJ 

1115 
61.0 

Pl."r\.·r..·nr~•!!l. 

,·hang.: 

_lll.:! 
:!o.5 
!.U 
:!.J.7 
l:!.I 

1.7 
.Jll . .J 

II I 
.U 
0.11 

' -· l 

1.l .h 

:!II." 
.'.!7 II 
.Jh I 
5.U 
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of ltk: '.\lihuhishi '.\lolor Company anJ the '.\titsuhishi (\lrpor.uion. As ~r the deal. lhc Japanc~ 
group is r1.."tuircd to lrJnskr a \.'lllllpkh: ~l of car-huilding technologies as \\di as k'\.·hnologics 
for running a 1..·ar omstruclion plant in order to dc\dop new 1.:ars in the fulurc. The plant 
i' designed lo pnlducc X0.000 cars a year in a douhk shill operalion. hs 1..·apacil~ on a singk 
shift operalion was 5-L 720 units in rnid- l 9X8. By rnid-1990. lhc 200.000lh car rolled off 
the pnldu1..·lion lmc. l.11'-·~1 conh.:nt ;1ccounts l(lr aroun<l fill ~r 1..·cnt of lh1..· 1..·ar and 111'-·at \cndors 
suppl~ -l5 P'-'r 1..·cnt. PROTON rcgi:-.h.:rcd a '.\IS .'2 million net profit 1m a turn1l\"cr of '.\IS 
820 million in 19XX 89. Link.igc:-. \\ ith an1..·ill;ir~ ltl\.·al indu:-.trics arc :-.ccn as ;1 key l:lt:ndit 
of the pnij···:: . 

. ·\s the domcsli1..· rnarlct i:-. too :-.mali to :-.ustain th1..· industry. the national 1..·ar i:-. l:lcing :-.k·cred 
into export markeb. PROTO'.\ S:\G:\ · :-. :-.uc1..·e:-.:-. in penetrating the export m.irlei i:-. e\ ident 
from the fact that hy '.\la~ 1989 a total numl:lt:r of 2. 9o5 Girs were exported to the l: nited 
Kingdom. Another I. 720 car:-. \1.cre exported to the :-.ame market de:-.tination hy June 1989. 
T.ihk IV .22 show:-. th;1t PROTO'.\ SAG:\ i:-. penetrating other markeb in Asia and :\fri1..·a. 
:\:-.the export market .ind domc:-.ti1..· demand augured wdl for PROTON S:\G:\. the plant 
capacity at PROTO'.\ S:\G.-\ \\<1:0. rc1..·cntl~ inne;1sed. Hnwc\cr. ib 1..·apacity rnrrently stand:-. 
;1t 80.IMIO units. 1.:omparcd \\ ith the planned cap.i1..·it~ of I 20.tMMI for ih filih year. 

Tahle l\·.22. l-:\port dt..,linalinn .. of '.\lala~:-.ia":-. national car. 1-"l'hmar~ 199CI 

1·m1e·.I f.;m~tl••lll 

lrd.m.t 
Sm~.1pt •re· 
'e"\\ I e·.11.md 
J.1111.ue·.1 
B.1n~1.,,k,h 

Brune·1 
'\l.111.1 
Sn l .. 111~.1 
'.\.111m 

12 .11-4 
l.IW 
I .1114 

4hS 

IS) 1-, 
1411 
I (II 
·~1 

12 

'.\m\ 1h;11 lhl.." '.\l;ila~ '1;111 11;11i11nal 1..·ar i' 1.·apahk of n 1mpc1ing hoth in th!.." d11m1..·,ti1..· ;ind 1.'\porl 
marll.."ts. ii ma~ hi." hl.."n1..•fi1..·ial 111r1.."dll1.."1..'1lw lugh t;1rill r;1tc' i111pt1,1.."d on th!.." 1.."t1111pt1111..·ni.. i111pt1rt1..·d 
fl~ ;1'"-'mhkr'. Till' r1..·du1.."ti11n of import and 1.."\1..·i,I.' dutie' tiir it' 1..·11m(ll..·ti111r' ma~ 1111..·an 1..'\(lt1,llrl.." 
of the na1111nal l..";ir 111 a 11111r1..· 1.."tllllp!..'liti\1..' l.'11\ ironm1..·nt. \\'hill." pha .. mg 1•u1 pr1111..·t"ti11n fnr 
PROTO'.\ S:\Ci:\. ;1i11..·n111111 ''ill nl.."1..·.I 111 lw flll.."u,l.."d on imprm ing qualit~ 1.."11111r11I and th1..· 
111arh·1ing '' 't1..·111 ;1' \\di a' r1..·,1..-;1rd1 and d1..·1.t·l11p1111..·111. 

l'rohlt·m, )i11·in·~ car "' \t'111hl1'1'.\ 

C11rr1..·n1I~ 1h.-r1..· ;1r1..· 10 1..·;1r ;1"1..·mhkr'. · Th1..·,1..· a"1.·111hkr' 'un 1\1..·d 1n r1..·1..·1..·111 ~1..·;1r' \\ ilh a 
_,O p1..·r 1..·1..·n1 ,har1.· ol rlw d111111.·,111.· 111;11·!..1.·1 1111 I~ h1..'1..";111,1.· PROTO'.\ S:\( i:\.' produl"l 11111 k' 1..·I 
did not ln·p p;1n· 1.1. 11h 1k111;111d. 

· llh''l'·•''"'lllbkr,.11\· 'n",·,li,h \(11f1tr \,,l·:11hl1l,l\11l\1•1 \,,l·111bl\ \1.'l\h"''' f1•\11f,1. l>.11h.11,111. J. 1 11<'h1•11~· 
\f,,,,,, \"1·111hl11·, 1 '.\1".111. 'o11h.1111. \11d11. '"'' 1.111 .. 1 \(,,,,,, l11d1"1111·, 111\1\\. I ••r.l I .111.I I<."''· \11111~1 \1.11.l.1 

1'·•··"·11:•1·1 \,·hi. I, ". ( 111,·111.al \ ''"111hl1·1, '""""·" lo..1h ""'"' '11 .. 11ol.1 •. I 1"11 \11111~' I \11111~ I'. ( .• ' k .111.I ( .1111.1'.'1' 

Bmr.111~· 1\1,·hl'1k' \f1h11P1 .. IJ1. \f.11.l.1 ,,111111h·r1. 1.il ,l"f1:. l1. ... 1 l.1f.1h ('~q11,·,,11•11.1ir1··, .ind \11t1•111i1fi\l' 

\f.11111f.1.!llJ1'f' !( lfr,.1·11. 1'11111 l.1f,ll 
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A higher hx:al 1.:onh.·nt n:quiremem is likdy 10 hi.: cnfon:cd hy lht· ~car 1995. Higher minimum 
hll.:al i.:omcnt requirements pose a series of prnhlcms for l·ar assemhlcrs. Al present. 1he lni.:al 
componenl indus1ry is charal·lcri1.cd hy small-scak produclion and low-1cchnolngy produl·ts. 
sui.:h as seals. ha111:rics and lyres. The r:nforcemem of higher ltx:al nmlenl requirements would 
mean a new layer of inves1men1 and technology in the components industry. 

The component suppliers are faced with the prohlem of proliferation of models. More than 
200 modds linduding vans) are produced. This constitutes a serious rnnstraint 10 huilding 
up a strong hasc for the components industry in Malaysia. An attempt was made hy the 
government either to dose all assembly plants except three or to restrict modd variations 
to three a year. The idea was abandoned due to resistance by assemblers. As things stand. 
a kw of the assemhly plants will need to be dosed down in view tlf the fact that many new 
modds may not meet the new hx:al t:ontent target. One possibility would hi.: to line tune 
PROTON SAGA ·s component suppliers which produce around 60 per cent of components. 

Yet another problem facing car assemblers is soaring price. During 1985-1988. the price 
level of passenger cars in the domestic market has ini.:reased significantly. For instance. the 
prices of cars in the 1300 cc and higher capacity categtlries increased hy an a\eragc annual 
rate of9 per cent and 12 per cent. respectively. However. over the same period. the average 
inflation rate grew by only I per cent per annum. and the average pa capita income dcdined 
hy 2 per cent per annum. The main reasons for the rising prices arc a high import duty on 
components and a weaker ringgit in compafr.;on to the yen in the past three to four years. 

Exhibit IV .6 Ust of priorit~· motor ,·ehicle components and accessories 

I I :\J;mufa,·1ur..: 11f 1111•111n1..:d \.:hid.:' 
21 En!!in..:' 111 all I~ P..:' ;ind 1h,·1r p;1n, 
.~t Tr;m,111i"i""'· final dri\..:' and \\11..:..:I' pf all l~P..:'· indudin!! 1h,·ir p;1rh 
.i 1 Cha"i' ll<l<h.:' mdudin!! Ind 1;111~' ;md 1h..:1r pari-
:'t su,r<·n,11111 '~ ,1.:1m. '1;ih1l11111!! '~ '1..:111' and 1h..:1r p;iri-
hl E1..:,1n•;1I or d..:,·1r1•111•, '~'1..:111,. m,1rn111..:111;1111•11;111d1h,·1r p;iri-
7• Fm:I '~'ti.:111'. hra"'"!! ,~,h.·111,. i!!nlthlll '~'ti:n1'. 'h:i:rin_µ '~'i1..·111,_ .. :thtlin11 '~'t1..·n1'. 

;11r-1nl..:1 ,~,1..:111'. ,·,h;1u,1 ,~,1..:111' ;111d <'ll!!lll<'·'l;1ni11!! ,~,1..:111, ;md 1h..:1r p;1ri-
X1 ,\n~ 01ha ;1Uhlflh>ll\..: .:ompon..:111 .and a"..:'"'n..:' 

Prospt'Cfs 

Prospccls for 1he tram.port equipment industry depend on a high degree of lct:hnological 
development. skills and precision ;11 ;ill lcvcb of the prndLll.'tion pnK:c''· If proper(~ de\'dopcd 
lhc indu,lry could t.·rcatc c\tensi\c link;1gcs wi1h olher indusiric,. For inslancc. lhc industry 
has a polcntial link;1gc 10 lhc 'tcd. non-fcrrou' metal,. chemicals. electronics. ght" ;111d 1ex1ilcs 
indu,tric,. 

II is hoped 1ha1 wi1h the incrc;1se in the demand for molor \'chicles. cxi,ting ;Mcmhly and 
prodLll.'tion t.·ap;Kily can at.·hievc lhc economic' of ... calc ncctkd to h«>o'I 1hc effit.·icncy of 
the induslry. Equally imporlant i' lhe need 10 c111pha ... i1c the imporlant.·c •. f tlw exporl marker. 
W11hou11hc expan,ion of lhc c.xporl marker. ii would he \er} diflii.:•111 for ;,falaysia lo further 
dc\'dop ih own indigenous molor vehicle induslry. 

The rationali1alion and rc,tructuring of 1hc motor \chidt.• indu,1ry would pro-.idc the 'rnpl· 
for a healthier domc,lit.· industry a' well a' hom~ing ii .. supporlin,µ indu,tric .... namely lht.· 
component parts manufaclllring industries. The tk··l'lop111cn1 of an a1110111oli\c induslry in 
Malay,ia j, hampered hy rhc prolifcrarion of ditkrcnl 11akc' and 1111xkb and an cxn·,, n11111ha 
of a ... ,emhly planl' l.'ompcling for lht.· 'mall domt.•,lil· markl'I. ffr,lrul.'luring initiat1\e' arc 
under way towanb al·hii:\ing crnnomie' of ,l·alc and in!cgralion within lhl· indu ... try. Tlw 
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strategy niuld Ix• lilCuscd on rcdlll'ing the numher of \Chide asscmhkrs ltl l'll-l'\isl within 
PROTON. rl·dul·in).! the numher of makes and modds to ;1 kh'I when: Cl·1momics of sl·ak 
l·ould he al·hic\cd. strengthening the 1lpcration of thl' National Car prnjl'l"t and on ph~sing 
1lUt C\isting asscmhkrs into other al·ti\ itics sul·h ;1s the manufal"lurc of parts and l·ompnnenls. 
The slr;11cgy for reslrul·turing l·ould also indudc upgr;1ding of plants and sG1k. as wdl ;1s 
re,1rgani1ation of management slrul·llm.' of these plants. Asscmhly plants l·ould also he 
crn:ouraged lo di\cr'>ify into olh1..·r spcl"ilil" al·ti,·itil''>. The dc\dopmcnt of a hKal l·omponcnts 
:ndustry ;I' .. a h;1se for upgrading loG1( engineering and le1.:hnil"al skills is essential. Some of 
the l"omponent parts identified indudc del·tril·al parts. upholstery. '>llspcnsion. hrakc sy ... 1cm. 
engin1..· and lran ... mission. ck1..·1ronil· fud injel·tio· •. l·omputeri1cd monitoring sysh:ms. power 
steering. anti-Ind .. hraking ... y ... tems and four-\al\C pl'r l"ylindcr engines. 

Malaysia l"nuld sci11..· opportuniti1..•s st.:nuning from a mm·emcnt towards a 4uasi-um1mon 
market for l·;1r compon.:nts \\ 11hin th1..· :\s.,1>ci;1tion of South-Ea ... t :\.,i;m Nations (:\SEAN l. 
The aim is to neat\.' a frl..'l'-tradc area for car components producl·d in it ... si\ ml·mhcr-Stall's. 
:\n ;1grl..'l..'lllcnt hl't\\l'l..'n '.\lalay sia. the Philippine ... and Thailand tm\ ant ... this l..'nd is in the 
offing. Thi.., "str;1tegic alliance· \\ ould cul dov n the rnsts of A SEAN cars. Within thl..' framl..'\\ ork 
of such ;1 4ua ... i-common marh·t. n1mponl..'nts 1,·11111 any of till· countries n1u1d hl· trl..'all·d as 
hll·;1l cont1..·n1 al homl..'. '.\falaysia l·ould 1..·oun1 11n '>Lll"h agrc1..·111cnt:-. lo hdp in\cstors in thl..'ir 
..,l..'ard1 for l1Kal 'miring of compon1..·n1s. 

I. MACHINERY AND MACHINE-TOOL INDUSTRY: NEW 
OPPORTUNITIES FOR DIVERSIFICATION 

/11d11.\frr str11c111rc 

Th1..· 111ad1iner\ and 111ad1in1..·-tool indu ... 1ry a1..·1..·oun11..·d for 7 pa rent of '.\1\':\ in (')XX. The 
industry ·s ... hare of total 1..·111ploy ment is 1c,., than I p!..T l"l'lll. hut its 1..·11ntrihution t11111anufactunng 
employ menl ... tand-. al 7 .:. p1..•r cent. Thl· indu,try i-. d11minat1..·d hy a largl· m1111h1..·r of -.111all­
..,G1k. hll·ally rontrolll'd firm-. producing ... impk pr11dtll"I typ1..·'· 

The manuf;Kllir1..· of fahri1..·a11..·d nwtal prodtll"ls rcpr1..·..,1..·nh th1..· laf).!l''t ... cgmcnl of the indw.try. 
\\hili.· thc foundry ... uhscrlor n1n..,titull'' one of thl· 'm;i(k,t adi\ itil·, '' ithin the indu-..try hl'l' 
Tahk I\'. 2.~ l. Thl· 'alu1..· of output µcncrat1..·d hy fahri1..·a11..·d m1..·t;il pn 1d111..·h ... 1ood ;11 '.\1\ I .OX7 
million in l')X(l. c1111;par1..·d '' ith '.\1\ 73.1) million \\orth of produch pr11"l1c1..·d hy f11undric,. 
Th1..· production of 1..·a ... 1inµ' and ..,impli.· fahri1..·atcd m1..·1al n1111p11111..·nr... and '1n .. 1ur1..·, 1' 1.1uill' 
'' idc ... prcad. 1..·;111.."ring 111 a 'uh ... tantial prop11rti11n of the 1..·11un1ry ·, n1..·1..·d-.. 1111\\l'H'r. in many 
1..·a,1..''>. l11l·al produ1..·1..-r' arl' 1111..-rl.."ly n1py inµ original for1..·ig11 dc,1µn,. For mor1..· "1phi,111..atl'd 
l'l(llipllll'lll. lhl' produl"li11n ol \\hid1 r1..·quirl'' a1han1..·1..·d 11..·1..·hnoloµy. loc1l 1..·apahilit11..·-.. arl' limi11..·d. 
Th1..· indu,try had hl'l'll 1rad11i11nall\ and i' 'till l'ri1..·n11..·d almo'I 1..·n11rl'I) lo 1h1..· n1..·1..·1i... ol thl' 
r1..·..,our1..·1..·-ha,cd indu ... 1ri1..·, 'ud1a..,1i~1111inin).!. 11111h1..·r pr11c1..·-.,in).!. p;tlm oil pn1n·"1nµ. rnhhn 
pron·,,ing and t Ill' 1..·on,1 rul"l i11n ind1i...1 ril''. 

l>urin~ fl)X2 l1)Xfi. till' produl"lion of n1ad1in1..·ry ;md 111ad1i111..· tool' )-'oo,I' ldl from '.\1\ 2.217 
n11lli1111 111 '.\1\ I .1H I 111illi1111. rqnn1..·111i11).! ;1 .~.4 pl'r n·nt an1;11;il dl'1..·l111l'. With 1111..· '111).!k 
1..'\n·pti1111 .. 11h1..· 111an11L1d111l' 111 nrtlny. hand lool, ;111d µl·nn;tl hard\\;irc. all ,ulhcdor" ol 
the i11d11,1ry '11lk1\·d ,111µ_~!1,h 11r lll').!alrH' ).!1"11\\lh rail·, d11n11µ (l)X2 (1)Sh h1..·1..· l;1hk l\'.231. 
Thi' \\a' prim· 1pally d111..· 111 thl· l'U 111111111l· l"l'l°l'"IOll 111 (l)X5 ;111d ( 1)X(1 \\ hl'll 11\ l"1";1ll (kmand 
il-11 'harply. Thl' 1111111hn 111 vo111pa1111..·, in the 1111111,tr;. kll 1111111 1.15.' 111 l()X..J 111 1.111)2 111 
l'>X7. a' thl' rl'n'"11111 111 (')X5 and I ')XII kd 111 lhl· d11,111\' 111 h I 1111ih. 

Th1..· dl'dinl' .ii 1111 111111111µ ha' ;11h1·r,d;. ;1lll'l°ll'd llll· np;111,11111 111 lhl· 111ad1111n\ 1111111,tn 
111 rl·1..·1..·111 ;.l·;11·,. 1111\\1·\l'I. lhl' 111d11,1r;. ha' 11111 hl'l'll ahk lully 111 l'\pl1111 1h1..· 11pp11r111111l1l'' 
1\·,1111111)-' lro111 !hl' l'\p;111,1011 111 olhl'I 111d11,l11;il :ll"ll\ 111n. p.1r1I;. dlll' to Lt«~ 111 l'l·11111111111·, 
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of scak and partly due: to tc:chnologi"·al compkxity. Devdopmc:nts in the: ruhhc:r and timhc:r 
industric:s and more: rc:cc:ntly the: palm oil sc:ctor tc:nd to incrc:asc: the: scope: fi.lr the: c:xpansion 
of the: machinc:ry industry. 

The: ma"·hinc:ry industry is highly dc:pc:ndc:nt on importc:d itc:ms. The: imJX•rt to consumption 
ratio of machine:!")·. c:4uipmc:nt and the: mould and die: suhsc:ctors is ovc:r 90 pc:r cc:nt. O\·c:rall 
imports of machinc:ry arc: aro1.1nd six timc:s in c:xcc:ss of the: value: of local production. The: 
major import itc:ms arc: hc:avy machine:!")· and c:4uipmc:nt. such as machinc:-tools. machine:!") 
for spc:cializc:d usc:s and civil and construction machinc:ry. In 1988. imports of machine:!") 
rdatc:d products totallc:d MS 6. 7 hi Ilion. accounting for 15.5 pc:r cc:nt of the: count!") .. s total 
imports. Imports of machine:!")· alone: accountc:d for 8. 9 pc:r "·c:nt of total imJXlrts. 

Pattern of investment 

lktwc:c:n 1973 and 1981. the: im·c:stmc:nt in the: industl") incrc:asc:d from MS 318.6 million 
in 1973 to MS 653. I million in 1981 tin constant 1981 pricc:sl. Howc:vc:r. ils rc:lativc: share: 
of total industrial im·c:stmc:nls dc:dinc:d from 7. 7 pc:r cc:nt to 6.2 pc:r cc:nt during the: same 
pc:riod. In 1987. the: total paid-up capital of lhl· industry was MS 1.196 million with total 
fixc:d assc:ts of MS 1.125 million. 

The: dislrihulion of firms across the: m;1in suhsc:clors of machinc:ry industry in Pc:ninsular 
Malaysia as prc:sc:ntc:d in Tahk IV .2-J givc:s some idea ahoul the pattern of im·cstmcnt. There 
has hc:cn an ovc:rall dcdinc: in the: numhc:r of firms in foundry. metal fahri"·ation and ma"·hinc 
shop~ .. Howc:\·cr. the numhc:r of precision engineering firms rose from ..J2 in 198..J to 53 in 
1987. largely Jue: to the: cmc:rgc:ncc: of a significant number of finns in Pinang. l>c1ail-. prc:sc:ntcd 
in Tahk IV .2..J should he: intc:rprctc:d wilh caution as it reports only the: mc:mhc:rs of the: 
Fc:dcration of ~falaysia Found!") and Enginc:cring lndu-.try Association. Thc:-.c lirm-. rc:prc-.c:nt 
only a fraction 1lf th.: totai numhcr of lirms in foundry and precision engineering. allhough 
the: Federation mc:mhc:rs constitute: a -.izcahk numhc:r in mclal fahrication and machine shop-.. 
There: arc c:xcc:plions to the gc:nc:ral pattern of producing simple: fahrication-. in a kw large­
-.G1k c:slahli-.hmc:nt-.. which produce more: sophi-.1icatc:d components mainly for their own 
use: h;1-.c:d on hxhnology prm ided hy lhc:!r foreign joint-venture: partners or lil·l·n-.ors. 

Co11srrai111s 

Allhough lhc tolal con-.umption of ma"·hinc:ry and equir>mc:nl in ~1alay-.ia is quite large. as 
rc:lk"·tc:d in the -.uh-.1anli;il ;umual impori.. of imc:-.tmc:n! good-. inlo 1he "·ountry. 1hc: dome-.til· 
111arh·1 for the: \ ;iriou-. I) P"'s of equipmenl i-. nonethde-.-. highly fragmented. :\ \cry wide 
range: of m;Khinc:ry and equipmc:nl i-. u-.l'd in !he country. hut th"· llc:mand for l'iKh indi\ idual 
1ype of l'quipmc:nt i-. gl'nl'rally not signifil·ant l'nou)lh lo form a \ iahle markel ha-.l' for loGil 
pn 1dul·t i1 lll. 

There: ar1· several unfavourahk lal·tor-. which reduce lhl' l'Olllpl'titi\ en•:•· 11f local prodtll"h 
again-.1 imporls. Thl's.: indudc: the lad of l'l·onomies of ,l·ak in produl·tion in vie\\ of till· 
limitl'd lol·al markl't: rdati\d) high l"l"t" of ra\\ materiak and predominantly small 
manufal·turing unih whil·h l'mploy outdatl'd and indfil·ll'nt produdion l'quipnll'lll and 
tl'dmiljlll''· Thl'Sl' and other prohkms ha\ e rl·,ulred in a high c11.'t 11f prodtll·tion \\ hid1 plal"l'' 
lol·al industrie' at a dis;:dvanl<tgl· in tn111' of rnmpl·t1li\l'ne" nor only again'! imporrs hur 
ab11 on rhe l'Xporl marker.... The lad of quality l·onrrol f;ll·ililil·s. parlil·ularly in 'malkr firm' 
\\ hl·r"· qualiry l·onrrol i' 111t"rly perforrnl·d hy \ i'ual in'lk'ction. ha' rl·,11lred in 1nn1n,i,ll·nt 
producr ljllaliry. 

:\111,r lol·al l'llgirll·crin!! firm' lal·k rhc rl·s1111rl·l', 111 in\l·,t in tl·,rinµ lal·ilit1l'' w hid1 c1111ld 
hdp to in1pr11\ l' till' quality of tlwir prriducr.... Thl') thnl'lorl· ha\ l" 111 rdy on 1111h11k "11rrl·l'' 
for kd111il·al a~'i'rann·. 
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~ SlandtrJ:-. anJ lnJu~rial R\.~an.·h ht"i1u1c ,,f \lala~ :-.ia I SIRl\11 ha_, onl~ limik-d r\.-....lllr"·"-:-. 
anJ ..:apa"·iric:-. 10 pro. iJc rhc 4uali1~ "·onln•I :-.uppon anJ rhc "iJc \ari\.·1~ of lllhcr '"~hni..:al 
:-.en i..:l-:-. 11'..~-d\.·J h~ lhc :-.mailer "'·ak inJu:-.1ric:-.. The ln:-.1i1u1"· i:-. Jc\ doping ih progrJmmc 
of :-.uppon h• rhc au101mlli\\.· "·omponcnr:-.. pla.,li"·'· n~lah\orL.ing anJ ck-.~lroni"·' inJu,rric:-.. 
Thi' progrJnunc il1'..·llkk."' ankmg l'•lhcr:-. proJU\.1 J..::-.ign anJ pr0Ju"1 dc\dopm..:nl for "·,m-.unk.'r 
anJ ..:ngiro\.'\:ring proJu..:h. anJ ma"·hinc J..:,ign for lh..: pla,li\.·:-. inJu,1~. 

Th..: C\i,ling found~ anJ :-.upponing cngin\.'\:ring :-.en i"·c, inJu:-.lri..:' \\ hi"·h pnn iJc ..:a,rinp. 
tllhcr c':-.cnrial "·omponcnh anJ 'UPJ'll•rling cngin"''\:ring :-.en i"·c, for rhc mal."hinc~ proJu"·ri,•n 
'.'>\.~h•r arc in rh..: inirial ''"t!C' of Jc\cl,1pm..:n1. The~ arc onl~ "·apahk 11f :-.en i..:ing lh\.· 
rcpla"·cnl\:nl pan anJ :-.impk c4uipm..:n111'..~-d:-. ofrh..: rin mining anJ tllhcr r\.-....iur..:c c"ra..:rion 
anJ pnlt.-c'.'>:-.ing iNU'.'>lric,. D..::-.pirc rhcir long hi:-.h•~ mo,1 of rh..: ti1unJr~ ·1nJ ,upp.lrling 
cngilk't.'ring :-.en i"·c, inJu,rri..:, ha\t: rcmail1'..-d 'mall in npcrarion' anJ P'-"'rl~ c4uippcJ. The~ 
g"·naall~ Jo ,l•I ha\t: rh..: rt::-.tlUr..:..:' h• 1ml\krni.1c anJ Ji\cr,if~ in ,,rJcr 10 "·arcr for rhc 
inaca'.'>ingl~ "'Phi,1i"·a1t.·J n..:"·J, nf lhc 1llh..:r inJu:">trial :-.C\."h•r,_ 

Hell\.·..:. in ,1rJ..:r 10 '.'>lrcngrhcn rhc ha'i"· pnl\fu"·rinn "·apahiliric:-. of rh..: ma..:hin..:~ anJ m;Khinc­
hll•I inJu,1~. prinril~ mu,1 Ile gi\\.·n h• upgra.Jing rh..: :-.uppl~ anJ 1..:"·hn,1l11gi"·al ..:apahiliri..:,. 
T~..: lnJu,lrial \la,k·r Plan rt::-.\.·ar"·h ,1uJic' Jra\\ aucminn h• a lad ,,f organi.1..:J dfon, in 
the inJu .. rr~ . .-\1 pr..::-.cm rhere j, the feJerJlion of '.\!ala~ ,jan h 1unJ~ an"I Engin..:"·ring 
lnJu,rri..:, .-\"'"'·iari,,n, \\ ho:-.c m\.·mttcr, ..:ompri'.'>C mainl~ 'mall-"'·ak ..:nlcrpri-.c, ;mJ 
\\nrl'.'>hnp,. The :\:-."~iarion·, pr..::-.cnl a"·1i\ili..: .. arc mainl~ Jir..:..:reJ hm;m1' maL.ing 
repr"-xma1inn' nn 1-tchalf nf inJi\ iJual nk.'mllcr' on llJ;tllt:r' rd;.iiing h 1 gm ..:mm\. .11 regular ion,. 
St•mc an..:mph arc al"' made It• a'.'>'i'I m\.·mttcr .. in hull pur..:ha:-.c' of ra\\ ma1cri;1k There 
;ire no 01h..:r nrg.;inih·J dlon, 'u"·h .;i, h• pr.1111111..: the pnl\lu1:1' of rh..: indu,lr!. t>r h• ..:n,ure 
1-tcu..:r 4u;1lil! .. 1anJ;irJ,. 

T,, furlh\.·r .. 1r..:ng1h..:n 1h..: pri111;1r~ pn ... tu..:1i11n '\.'\.'lllr. ii h.i .. ll'-.·..:n 'ugg..: .. k·tl lhal on..: or 11111r\.· 
fnundr! ..:11111pk\e' ,h,•ultl Ile ..: .. 1;1f'ili,h..:d hi in.:r..:;1,"· 1h..: 'uppl! of go .... t 4u;1lil! ..:;1,1ing,. 
for;:ing' ;and 111h..:r h;1'i"· "·,1111p.1n"'"''· h11:ili1i"'' f11r rh..: 'uppl! 11f .. 111;111 ;mJ m..:Jiu111 ..:;1,1inp 
;md f11rging' 11111,1 Ile ""•lahli,h..:tl. Th"· pr11du"·1i11n 11f larg..: "·a,1ing' and forging' 111;1! Ile 
"·,m,id..:r..:d ;11 ;1 la1..:r ,1;1g"· a' th"· indu,lr! 11111\..:, 1111 h1 prtllh1"·"· h"·;1\ ! "·4uipm..:nt '1Kh ;1' 
hc;I\ ! "·on,rrudi11n ..:4uipmcn1. (;1rge 111;11..:n;tl h.in,lling ..:4uip111..:nt ;md ht:;l\ ! indu,1ri;1l pnlt.·..:" 
"·4uip111..:n1. Th..: h;1'i"· 11hj..:"·ri\t.· i' 111 tiring 111g..:1h..:r 1h"· l11undri"'' ;md rd;1k·d inJu,1ri"'' al 
"""' hl\.·a1i.1n lo 1;11..1." ;111\;mrage 11f "·11111111on ''-"'ling "·4uip1111:111. r"''"·;ird1 ;mtl d"·\\.·lopm"·nt and 
..:11n11111111 fa"·ilir;..:,. 

Thl· lndu,1ri;1I \la,1..:r Pl;m addr..:''""' 'p..:..:ifi..:all! 1h1.: rn•hl..:nh ;ind Ill\.' i"ll\." 111 pr11111111111g 
Ii "'·al "•1ir"·111g 1 •I "·0111pon"'""· \\ irh ;1 \it:\\ h • t:rhuring rhar 1h"· produ..:h pn ... 111..:..:J in rh..: ..:11unlr! 
;ir"· ;K"·..:p1"·d ;md in"·' 1rp.1r;11..:tl inh 1 d1'''11'lr"·a111 u'"''· 11 i' aim..:d pri111aril~ ;11 "·r"·;i1 ing ;11k111;111d 
for l11t.·;i( pn ... h1"·"· 

Th"·r"· ;ir"· l\\11 h.1'1"· "·1111'1d1.:rari11n' l11r "'n"·,111raging gr"·ak·r u'"' 111 hl\.·al pr1 ... h1""'· Tlw lir'r 
\.'1111\.'\.'fll' th"· 1.111;1lit! ;ind pn..:"· 11f Ii 1,:;1( pnllhKh '' luk rh"· '"'"·1111d 1k;1(, \\1th 1h"· prd~·r"-11"·"· 
111 rlw u'"•r, l11r rh"·ir 1radi1111nal '"ur"·"·' 11f ,11ppl~ '' hidi. in rhi' "·;1,..:. ;1r"· 111a111l~ 1111p••rh. 
Th"· q11;1lll! ;ind pn"·"· 111 (.1,:;11 prcl\h1,·h rdar"·' •'""·1111;111~ '" rh"· ''r"·nµrh 111 rlw 111d1hlr~ 111 
l\.'rllh 111 t\.·d1111"·;1( ,·11111pt.·1"·n"·"· .111d pr11\.h1\.'111•11 \.'fli"·'"'lll'~. 

\\. llh ''' 1.·\l,l1nµ ,·,1p.1h1h11,·, ;md rh"· 111.111,rr~ ·, .-1111111111,·d dq1c.·nd"·11"·"· 1111 111111c •r1'. rh,· 111.1l'h111"-r~ 
;111.I 111ad1111"· h ic 1( 111d1hlr~ \\ 11111\.·1.·d r. • t1c.· :!"·.1r,·d h • .-1111;111,·,· 1h ,·, 1111nh11111 •11 h 1\\ .1rd' rh"· pn 11:"·" 
111111tf11,rr1.il11;1111111 ·1 ft,· kh·l 111.l,·\d1•p11K·n11111h,·111.1d1111"·n 111cft1,lr~ '' 111 pn11,·1pk lll\.';1,1ar"·d 
h\ rh.- (,·\ d I •I 1,·,·h1111l11:!~ dn do •p111.·111 \\ 11h1n rh,· 111d1hl r~ nu, 111 lllrn ., l"l'J'f•''l'llh'd h~ 
.1 ,·,1111h111.1111111 ,,, rlw Ind' ,,, ,,,,,1111pla,h111,·111 111 ·pr111h1.-inµ r.·.-h1111l1•.~~ · .ind ·pr1•d11d 
1,·d11111l11:!' · l'r11d11,·111:,: 1,·,·h1111l11:!' h ,i..-1111,·.I ·'' rh,· .1hal1I\ I•• pr111h1,·,· rh,· prndu.-r'. \\h1k 
pr11d11d 1,·d1111•l11:!~ '' 111,-.1,urnl 111 r.·rrn' ,,, .1hil1I\ I•• ""'':!11 ••r r1.·d,·'1;!11 pr•"""" 
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Exhibit n·. 7 Li~t of priorit~· machinery and machinery components 

I 1 lnJu,trial pr • ...-.. .,.,1ng n1a,:h1n.:f)o 
~I ..\gri1.-uhur.d nia..:hirk.'f)o anJ 1.'lJl.11pnk.'nl 
_;, Mmmg anJ min..:r.il r ......... .,.,ing nia..·hin..:f)o mduJing 1.'\!Uipnk.'nt h•r ··ii anJ ga' nr•·•r.ili••R 

anJ 1.'\lr.h:t1•>n 
-'• P.>\\1.'r g.:n.:r.11i,1:1 nia..·h1n..:f)o 
51 '.\lar.:rial hanJhng nia..·hin..:f)o 
fll lnJu..inal nia..·hi111.·~ anJ '-"4uipnk.'nl i111.·luJin:! .:ng1111..,.. nwh•r.. g.:n..:r.11or. . 

.. -.m1pr1."""''~- "dJing 1."4uipnk.'nl. fan, anJ t>l••".:r' 
71 '.\la.:h1n..: ""'" 
XI '.\ta.:hin..:f)o ••'lll(">rk.'nt' induJmg hall 1->..-aring,. \ah.:,. pumps. g.:ar' anJ g.:ar "''''-""· 1."•>Upling' 

anJ 1111.-...ham1.·al ...:al, 
tJ1 Dupli.:atmg nia..:hi111."" 

llh T~ I"-'" nr.:r,. all 1~ !'<-"" 
111 l••n.,1ru1.1i,1n ma...·hirk.'f)o anJ f'JO' 1h.:r1.'t>f 
I~ I ..\uh>ntati..- gar.: '~ ,1.:m,_ t>urglar alam1 '~ "'-'111' anJ pan, 1h..-r1.'t>f 
L'1 Prinring n•lh anJ .:mt>."sing n•ll' 

Viewc..'\f from the present sta!e of Malaysia· s machinery industry. lhc requirements for a 
hreakthrough in producing and product technologies arc the upgrading of existing hasic 
production capahilitie~ and improvements in process skills. There is a need to estalllish and 
strengthen engineering centres in order to supply good quality castings. forgings and other 
basic components including large castings and forgings. While producing technologies can 
be more easily acquin .. "d through licensing. joint \"enturcs or other arrangements. design skills 
are more difficult to develop. A very important long-tenn need for the de\"elopment of the 
machinery industry in Malaysia is therefore the creation of a significant pool of personnel 
with the required technical skills and design capabilities. It is of paramount importance to 
enhance technical skills. The pri\"ale sector is being encouraged to play a more effective role 
in training in order to ensure a regular supply of lrained technical personnel. 

Prospects 

Mt.'Chanization of agricultural operJlions. booming construc..1ion ac..1i\"ity and higher local contenl 
requirements of the motor \"Chicle induslry seem lo augur well for Malaysia's machinery 
industry. provided technological constraints can be O\"ercome. Progri:ssive mechanization 
of the agricuhural sector is in lhe ofling due to a shortage of labt,ur. particularly in lhe 1:stale 
secror. The machinery-based companies could seize 1his opportuni1y 10 design 1he required 
machinery and equipmenl. This is likely lo become an increasingly important acti\"ily gi\"en 
the manpower shif1 from lhe agricullural lo lhe urhan-based induslrial secror. 

The ASEAN coumrics (particularly Malaysia. Indonesia. Thailand and lhc Philippines) arc 
at comparahle levels of induslrialization and they still have a si1cahle agricultural sector. 
These coumries consti1u1e an anracti\"c suhregional marker hasc for many of the indus1ry's 
producls. 

The rnrrent conslrU1:lion bt,om is creating a demand for cons1ruc1ion machinery and equipment. 
The rechnologil:;tl hast• for producing large l'onstrm:tion ma"·hinery will. however. need 10 
be creared. 

Higher l1l\.·al content requirements imposed on vchide manufacturers provide yc:t anorher 
opportunity for the: expansion of the ma"·hinery industry. As mentioned earlier. new awnues 
l'ould he explored within lhe suhregion;1I pcrspc"·tivc. 

M;irket information l'Onl'erning the domestil· demand ;1' well as the eslahlishment of or 
technology lran,fer mel·h;mism to provide advin· on the sourcing. purl'hase and rnainten;ml'e 
of ;111 typc:s of rm1l'hinl'r} and eljuipment would facilit;itc th"· npansion of the lllal'hinery and 
m:K·hine-tool indu,rry. 
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J. ELECTRONICS AND ELECTRICAL INDUSTRY: MAIN CAT AL VST 
OF EXPORT-LED GROWTH 

Clrcmging stmc111re of the im/11.'itry 

Malaysia is now the world"s biggest exporter of semiconductors and the third-largest producer 
after Japan and the United States. As a driving force behind the country·s dynamic 
manufacturing sec..'tor. the electronics industry has contributed to the r.ipid industrial tr.insition 
of the economy. which has emerged a.o; an industrially more ad\·anccd developing country 
on the global map of industrialization. 

The export earnings of the electronics and electrical industry stood at $5.5. billion in 1988. 
representing around 56 per cent of all manufactured exports of Malaysia. compared with 
.J8 per cent in 1980. The share of manufactured exports in total exports rose from :!:! per 
cent in 1%0 to about 50 per cent in 1988. This lends credence to the fact that the electronics 
industry has developed an edge over other rapidly growing manufactured exports and even 
expanded its dominant role in the country· s manufactured export profile. 

The structure of the industry is now char.i1.1erized by a rise in the share of consumer electronics 
in an industry long dominated by components manufacture. semiconductors in particular. 
Since the industry"s formative years in the early 1970s. the Malaysian electronics industry 
has remained structurally unchanged. lopsidedly skewed to the components subsector. 

Activities in the manufacture of electronic components mainly involve the assembly and test 
activities of semiconductors ; more than 80 per cent) and other electronic devices from imported 
basic units such as wafers or chips. For the consumer electronics suhscctor. the contribution 
to total output was about 10-13 per cent in the first half of the 1980s. The activities arc 
mainly con\.~~trated in the assembly of home entertainment products and electronic household 
goods. The industrial and commercial electronic subscctor. which accounted for only a small 
share of the electronics output. 7 per ecol in 1986. mainly manufactures equipment such 
as telecommunication equipment. telephone switching. radio phones. multiplex Cljuipmcnh. 
telephone exchanges. junction boxes and mobile radios. 

At present. with the advancement of technology. semiconductor as-.cmhly operations. which 
w·~~e labour-intensive and largely manual-oriented in the early 1970s. have been replaced 
by automated micro-processor controlled equipment. This has been made possible because 
of the dominance oflhe transnational corporations ITNCsl in this subscclor. whose activities 
arc being greatly influenced by rapid lechnologii:al changes originating in their p;irenl 
companies. 

In 1970. there were only four electronics companies producing consumer elecrronic prodm:ls. 
However. by I 9X8. the number of electronic companies had ini:rcased to 187. comprising 
118 components i:ompanic ... 45 consumer elei:tronii:s i:ompanics and 24 industrial clei:tronii:s 
related companies (sec Table IV .25>. In the case of the clci:tri1:<1I industry. al the end of 1986 
there were more than 110 electrical firms operating in the country with min!mum paid up 
i:apital of M$ 250.000 or 25 wwkcrs. 

Tahle l\'.2.5. 'umber of electronics companies in production, 1970-1988, selected ~ears 

:'l:urnl'<.·r 

Suh,c,·ror 1'170 l'l>lti llJH7 llJHH 1'170 llJHti llJH7 llJHH 

C'nrnponcnh fll) H•J I IH )'); ti.1.ti ti.1. I 
C'on,urncr cl.-.:;~""''' 4 1H " 45 IOO.O 14. I 1.1.ti 1-U 
lndu,mal clc,·rronin 11) IH 14 lh.4 11 I) 11 H 

Total .. 116 '"° IH1 100 100 100 IOO 

S1111ru·: Mll>A. 
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The production level of selected ekctronics and ek'Ctrical goods between 1980 and 1988 is 
shown in Table IV .26. Among these m;mufactured items. radio and television selS. sound 
reproducing and recording equipment show the highest growth rate. Malaysia is ex~'Ck'd 
to become the world·s top producl.·r of colour tde\'ision by 1990 or 1991. At present. there 
are already many tele\'ision manufacturing companies. mostly originating from Japan and 
the Republic: of Korea. which have established locally baSt.'d operations. The latest success 
story for colour TV sets is that of the Sharp-Roxy Electronics Corpor.ition. which is now 
manufacturing and exporting colour TV sets designed and made by Malaysians. For air­
conditioners. the growth rate was 18. 7 per cent over the period 1980- 1988. and Malaysia 
is now the largest pmdm.-er of n.xlm air,-onditioners in the world. Prodlk.1ion of semkondlk.1ors 
and other electronic components and communication l.'qUipment and appar.itus also showed 
an upward trend between 1980 and 1988. 

In 1989. the electronic components part subSt.'Ctor grew at a moderate pace of 11.3 per cent 
in 1989 compared with 20.8 per cent in 1988. The slack was compensated by the cominued 
buoyancy in perfonnalll."C of electrical goods. The overall growth rate of 27. 9 per cent at.-hieveJ 
by consumer electronics in 1989 largely retlected higher production of radios and television 
sets as well as room air-conditioners. In the face of r.ipid expansion of domestic business 
acti\'ities. industrial electronics also recorded significant incrcao;es. 

Exhibit IV .8 List of priority electrical and electronics product~ and component~ 

11 Colour 1de\·ision n.-.:ei\·e~ anJ pans 1hcn.·or 
:! I AuJio or \' iJeo cassclle recorJers or playe~ anJ pans I hereof 
J1 Tuncrs 
.JI Comf1Ulers. comf1Uler peripherals anJ pans 1herenf 
51 CAD. CAM or CAE cquipmcnl anJ pans lh.:n.·or 
61 Controll.:r,_ all 1ypcs 
71 MnJ.:ms 
l!I Td.:phon.:' incluJing cdlular raJio,_ walki.:-1alki.:s :inJ acc.:s~•ri.:s. 

componcnls anJ pans 1h.:n:of 
91 Td.:communicalions .:quipment anJ pans lhcrL-.•f 

llh Intercoms 
111 OptiL·al fihr.: proJucts anJ pans th.:r.:or 
I::! I Count.:rs 
t.'1 Pi.:wd.:ctric fr.:quenq units 
I.JI Voice anJ Jal;a synthesis .:quipmenl 
I 51 Earphon.:s 
161 Hearing aiJs 
17) Microphones 
IHI Smoke Jetectnrs. lire al;arms. dectronil: l0 nun1er' 
191 Aulomalic far.: collection m;achines 
::!01 Auh•matic traffic control equipment 
:! 11 Automatic vcnJing m;achincs 
::!:!1 Aulomalic parking meter' 
:!JI Automau,· 1dkr machine' 
:!.JI Compulini: scak' 
:!:l 1 Cash r.:gi,lcr' 
:!61 Tdemcl.:rin)! cquipm.:nl 
:?71 Tel.:\ m;achines 
:!HI Pht1h1L"npying mal·hin.:s ;mJ p;ans lher.:nf 
:!91 Rnhols ;an1l rohotil·, 
.1111 Ekclrical lawn me1wer' 
.111 Ch'.:ns 
.1:!1 W;ashtn)! lllill'hinc., ;an1I pans 1haenl 
.U1 Vacuum de;mcr' and part' 1h,·rl'ol 
.141 1'11 "'r poli,hn' 
.1~1 Shan·r, 
.161 H;air dryl'r' 
.171 l>cwral1H· hJ!hl' 
.1111 lndu,lnill lurniln'' ;11111 p;irl\ 1lwr,·111· 
W1 Buunn n·ll, 
401 Rn·h;1rJ!«ahk 1'l'll' or h;111,·r1,., 
41 > I >1,dMrJ!,·;1hk 111h.-, 
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Exlu'bit I\' .8 Ccontimm/) 

.J! I Anr..-nna.: 

.J31 Sp..-alo:r. 
"'-'1 Mk:n>s...-i1<.ik..,. 
.J51 P.••o:r ~ppli1 .. .,. 

°"'' Quanz O:r]>SUb 
.J7l S..-n. ... lr.> anJ tr.m.du..-.:rs 
.JK l Solar 1..-.:lls 
.J91 Motor.. ;all l~Jll.."" 
5Ch Rda~·s 
51 l Ro...,.i'il•lf'-
5! 1 Ca~itors 
5.ll Printo..-J o:in:uit lioanl.' 
5"'1 Printo..-J .:in-uit lioarJ ... ,lllllL"\.1•lf'- anJ pan" 1h.:r1..•of 
551 Cha~o: ..... ,111p10: J.:\io.."\..,. 
561 Di'J>la~s - do.."\.1ro>lumilk'"Sl.."\."11( pla.,ma. lkpiiJ o:l'")>~al 
571 Co:ramk: ~listrato..,. or pao:kag .. .,. 
58 I High.J...-n..,ity m..-n•~· smr.ago: m..-Jia 
591 GolJ anJ ;aluminium honJing •iro.-s 
fl()) Ho..-ad.:rs anJ ... -.m., 
611 l..1.-..J-fr.mll.-s 
b! I Magno.."ls or li:rrito: .. ,,ro..-s 
6.l I S..-mi.:onJ111..1or ...-·ali:r fahrk:ation int1.-grat1."\I .:iro.-uil <k.,.ign 
Ml S.:mi.:onJu1..1or.. all l~Jll.."" 
651 S.:mio..,>nJu1..1or 11...,..ings. all IYJll.."" 
Ml Elo."\.1roni.: modulo.-s 
671 Magno..-rio: ho."3d' 
681 Magno..-rio: ...-.. -h .. anJ pano:ako...,. 
691 Stali.: .:onwnor. 
7Ch Compro.."S.'lor. for rdrigo:ra1or. 
71 l Wiro: h;.rno..-s.' 
7:!1 Tim.:r s...-·itd1c:" 
731 Th.:nnostah 
7.JI Po...-o:r 1ooh 
751 Elo.".:lrio: Joor hdls 
761 Proto."\.1i\·o: s...-i1.:hgo:ar anJ pan" 1h.:r1.."t>f 
771 Elo..".:tri.: .:ooko:r.. 
7111 Ek1.1ri.: ri.:o: .:ool.o:r .. 

The overall export performance of the electronics industry exceeded the targets set by lhe 
Industrial Master Plan for 1980. The total exports of th:: electronics industry cxcccJcd the 
IMP target by 44.6 per ccnl (sec Table IV .27). Among 1hc three subsectors. the largest 
difforcncc bclwccn the <K1ual performance and the IMP targt.'t wa' 1hat of consumer c1Cl.1ronics. 
The exports of this sec1or which was valued at MS 90-i exceeded the IMP 1arget of MS 371 
million by 143. 7 per cent. This remarkable growth of lhe consumer elcclronics subsector 
was auributed to increased exports of television and radio broadcast receivers. Howe\·cr. 
for the induslrial electronics subsector. exports reached MS 143 million which fell short of 
the IMP target of MS 207 million by 30.9 per cent. 

In terms of import requirements. the total value of imports exceeded the IMP target by 61 A 
per .:cnt. This indicated that Malaysia continued to import a suhstantial proportion of ils ma1crial 
inputs. The import values for both the electronic mmponcnts subsct.1or and industrial dt.'l.1ronics 
subscctor far exceeded the IMP targets by over 70 per cent. On the other hand. the consumer 
electronics subsector. which imported MS 315 million. fell short of the IMP estimate of MS 
470 by 33.0 per l:Cnt. 

Of the three major cah:gories. electronic component e"ports continue to account for the largest 
share. However. the clectroni.:s export profile of Malaysia is changing. Tht• share of 
components in exports fell from 94.2 per cent in 1980 to about 82.5 per t:enl in 1987. and 
that of consumer electronics rose to 15.6 per cent in 1987 after having !'.Uffered a marked 
decline from 60 per cent in 1975 to 5 per cent in 1980. Exports of industrial electronics 
accounted for 1.9 per cent of electronics e,-ports in 1987, compared with .14.0 per cent in 1975. 
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Ta .. l\".27. TraM pttforrr.ance of tM eltttronin industry against the IMP targds. 1986 
I Million ringgitl 

Pcn.-.:ntagc 
Expon lntpt•n Jitlerem-.: 

Su~"\."tor TargL't A'-1ual Targ•:-t AL"lual Exp.ms lmp.•ns 

f.k"\."lmnio .:omp.mcnls ·L?50 5.9JI J.:!19 5563 J<J.b 7:!.11 
Con.."lllmcr ck"\."lroniL-s J71 90.J .no Jl:'i 1-U.7 -.u.o 
lnJu."ilrial d\."\."tmniL-s :!07 1-U -4:!') 7b7 -J0.9 711.11 

Total 4.828 6.979 4.118 6.645 44.6 61.4 

s,,ur.-e: MIER. S..minc1r "n Cht111.~in.~ Dimemit1m in tile Ele.-rmnin /nJustn in M11/11.ni11. 14-15 M1m·h 1988. 
"Trends ;inJ pn)Sj>L"\."ls in the ek"\."tmni'--s inJu."ilry". 

The United States is the major export market. accounting for about 26 per cent of the total 
exports of electronic components in 1980. This share has increa'ied significantly since then 
and by 1986. half of the component exports were sold to the United States. Other major 
markets are Singapore. Japan. the United Kingdom. Hong Kong and the Federal Republic 
of Germany. 

The principal export market for consumer electronics was the Federal Republic of Germany 
which imported a total of MS 21.8 million worth of consumer electronics (or 19.9 per cent) 
in 1980. However. with a significant increase in exports to the United States since 1980. 
by I 986 the latter had overtaken the Federal Republic of Germany as a major buyer of consumer 
electronics from Malaysia. with 33.4 per cent destined to the United States. 

Rapid influx of foreign im·eJtment 

There are several factors contributing to a rapid influx of foreign firms into Malaysia's 
electronics industry. 

The substantial appreciation of foreign currency such as the yen and the Sew Taiwan 
dollar has motivated companies from Japan and Taiwan Province in similar industries 
to relocate their plants :md start new ventures in Malaysia. especially since 1985. 

The four NIEs (Taiwan Province. Hong Kong. Singapore and Republic of Korea) were 
not granted preferential duty treatment for their goods by the United States under the 
Generalized System of Preferences (GSP) scheme. This has encouraged them to relocate 
some of their projects to Malaysia. 

Government promotional incentives and investment policies are favourable to the investors. 
Moreover. the concept of free trade zones (FfZs) which wa'i pioneered in 1972 encouraged 
the flow of direct foreign investment particularly into the electronics subscctor. 

Good infrastructure. relatively cheaper and younger trainable labour and relatively 
inexpensive land arc other contributing factors which have allow(.'d foreign inves1men1 
in electronics 10 gather momenlum. 

In the early 1970s. major fJnired S1a1es semiconducror makers hegan redeploying the more 
lahour-intensive asscmhly to Pinang and later lo olher places. They were followed hy Japanese 
competitors. In the pasl four years lhe Japanese cleclronics giants such as Malsushita. Sony 
and Sharp have rapidly expanded 1heir opcralions in Malaysia. In recent years !here has also 
hcen a hig influx of small· and medium-sized firms from Taiwan Provinl"c and more rccenlly 
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from H1mg K1mg. Tht: flt:\\ 1.:omt:rs an.· rt:Jt:ploy ing unih lo \falaysia \\ irh ;1 \it:w 1t1 t:s .. ·;1ping 
high wagt:s at homt.' and tht: dk· .. ·ts of strong .. ·urrt:n .. ·y on t:\ptlrt .. ·ompt:titi\t:nt:ss. 

In ll)Xl) tht: (h;1ka-ha~d \1atsushita .. \\ hit.·h is alrt:ady tht.• higgt:s! dt.•t.·troni..-s m;111uf;u:turt:r 
in '.\1alay sia. annount.•t:d plans f11r a nt:w '.\1S IOO million air-.. ·onditi11nt:r plant 1t1 ht: huilt near 
Kuala Lumpur. Tht: nt:w wnturt: hrings '.\1atsushita · s 101;11 imt:stmt:m in \fak1ysia 1t1 \1S 
l)()() million. '.\talaysia is gt:lling tht: higgt:st portion of lht: Sony rt:deploy ntt.·m st.·ht:mt.' dt:stint.'li 
for Southt.·ast Asia. Sony is also planning 1t1 douhk its oulput 11f high-fiddiry audio t:4uipmt:nl 
in ils e\is1ing plan! in Pinang. This hrings Sony's total imt.•stmt:nt in \1al;1ysi;11t111111rt.• lhan 
'.\1S 300 million. Ont: of 1ht: nt:w plants is 1ht: lir~t 1t1 manuf;u:lltre miao-si1ed tloppy disks 
prnJm.:.:d outsidt: Japan. Thus. Malaysia has ht:nimt: Sony· s higgt:st manufa .. ·turin~~ hast: in 
South.:ast :\sia. Similarly. Sharp has madt: Malaysia ont: of four \\ orld-widt: prodtu:tion t.·emr.:s 
li1r tht: manufa..-tur.: of t.·olour tdt:\ isions. Sharp is also stepping up flt.'\\ imt:stments . .-\long 
\\ ith th.: hig transnational n1rpt1rations. small dt:i:trnni .. ·s firms in Tai\\ an Prtl\ in .. ·t: seem 1t1 
ha\·t: ht:t:n detcrmint:d to makt: a new homt: in '.\talay sia. In I l)XX. Tai\'<111 Prtl\ int.·e im estor' 
rankt:d se..-ond only to the Japant:se. with around MS X.~O million of apprmed imt:stmt.':11. 
Tht:rt: art: indications of a llood of in4uirit:s from Hong Kong m;111ufa..-turers ahout imt:slmt.·n1 
pt1ssihili1ies in '.\1alaysia. 

K<·,· i.um•.\ 

Tht:rt: is hea\ y dept:ndeno: of 1he domt:slil· industry on 1r;111sn;1tion;1( .. ·ompanit:s. whid1 m;1inly 
t.·arry oul ;1sst:mhly opt:rations hased on imptirtt•d hasi .. · m;1teri;1!-. or nunptmt:nts. Th.: Im' 
k\·1:1 of usagi: of hK·al materials within lht: indu-.try not only hinders lei:hnology lranskr hul 
also ohstrui:ls the growlh of lo .. ·;11 ;1111.·illary and s11ppt1rting induslrie-.. In ;1ddition. tht.'rt.' i' 
-.till a lack of linl..agt.'s an111ng tht.' i:ompanies lo1:at.:d in lht.' Frt.'t.' Trade Zont.'' ;md 1h11st.' loi:ale1I 
outsidt.' the fTZs. 

:\ major .. ·onslr;1in1 has ht.·t.'n the ;1hst.'nl·e of ;1 hig t.'ntl-Ust.'r·s m;arkt.'t in '.\falay si;1. unlikl' in 
T;1iwan Prm in .. ·i: ;md tht.' Rt.'puhlii: of Kort.'a. The donwstil· 111;1rl..t.'t li1r dt.'l·trnni .. · and d1.·1.·trii:;1l 
prtl\ltKts is rd;ili\d) small and 1hus i' unf;I\ ourahk 111 -.mall-si1t.'d ;md \ta lay sian-owned 
i:omp;111it.'s. Tht.'-.1.' h1t.·ally -ownt.'d n1111p;mit.'s g1.·nt.'r;illy 1.:;11111111 .. ·0111pi.·11.· wi1h 1ran ... n;i1ion;tl 
1.·ornp;mit.'s in lht.' imern;ilional markt.'t. 

Thi.' kvd of ledrnology u1ili1e1I hy li1i:al firms i-. rdali\t:ly hi\\ n1111par1.·d to olht.'r ;1d\an1.·1.·d 
dl'\·doping 1.·ou111rii:,. \to ... 1 of thi: h1..:;1l d1.·t'lroni1.· i:ompanii:' art: a"t.'lllhlt.·r-. ol 1.·on·~;;,:~·1 
prtl\lui:I' and indu-.1rial equipment \\ hik the foreign rn111pani1.·, 111 \ta lay ... ia oh1ain high 
1.:1.·hnology n111ipmi:nt ;md lt.'l'hni11111.·-. from 1h1.·ir pari:nl 1.·0111panit.'' l111.·a11.·d ahroad. Thi.' 
di:1.·trnnii: i:ompanii:' :'pi:i:iotlly 1h11 ... i: in tht.' i:om.unwr anti indu-.trial 1.·k1:trnni1.·, ,1.·1.·111rs. ar1.· 
rdatiwly lahour-inll'll'i't: ;111tl do not imohi: a' 111ud1-.ophi,1i1.·a1t.·d111ad1in1.·r~ and ;11110111a11.·d 
pri:i:ision i:411ipm1.·nt handling. '.\1or1.·o\t.'r. 1ht.'r1.· i' \cry li11k produt:I d1.·,ign and R & I> "ork 
ht:ing 1.·arri1.·d out hy th1.· lran ... national c11rp11ra1ion-opi:rat1.·d pl;1111' in \tal;iy,ia. '11d1 \\ork 
ht.·in!! 1.·onn·n1rall."d in lht.'ir p;1rl·n1 l'llllntrit.'' or in otha :\,ian ;\;IE'. 

Thi:r1.· h;i\t: ht:t.'n inad1.·q11att.' prm i ... ion' ti1rt.'-.1.'1.'n li1r tht.' di'Jll''"' of n1.·111rali11.·d \\a,ll· g1.·n1.-ratl·tl 
h) lhl· d1.·t:1ronio firm ... opi:ralinµ in thi: l'1111111ry. 

1\ -.horla!!t.' of 1.'\flt.'rit.'n1.·t.'tl t.'n!!irlt.'1.'r' t.'\i-.t-. parlinilarly in 1hi: ar1.·a, of pr111.·1.·" 1.·nginl'l'ring. 
prodtKtion l'lllllrnl. dt.'t.'lr11-•ni:d1anil·al l'll!!illl."1.·ring and pr11d11t.'li11n and n1111rnl 111ana!!1.'lll1.'nl. 
Tht:'l." 'hortaµt·, ma) h1.· dui: to 1.·migra1ion of -.111111.· of tilt.' 1.'\Jll'ri1.·n1.·l."d tl·1.·hnic1l pa ... onnl'I 
from th1.· t.'11.·l'lrnnic' indu,try. pariicularly 11\l'r tilt.' i.. ... t ~ .~ y1.·ar'. 

Siµn-. of slrain' on llll' infra,lrul'lural fa .. ·ililit•s art· 1.'11lt'rµinµ in 1h1.· wakt' of a rapid 1111.·r1.·;N' 
in lhi: 1111mh1.·r 111 f11r1.·iµn firms. Tht• l·111111lr} ·.., infra,lrul'lllr;il pr11hk111' \\ill 111.·1.·d 10 hl' 
anlil·ipall'd 111 onkr lo h'l'P pal'l' wilh dl•Jlland for lll'W lal·ililil'S. 
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The industry is likely to undergo structural change from labour-intensive assl'mblie,,; to high 
technology. more aulllmatoo and capital-intensi\'c opaatilms. In order to meet this challenge. 
technology at both the product de\'elopment and process k\'el will need to be upgrJded. 

The objecti\'e nf the industry·s future de\'elopment strategy could be in tune with creating 
farnurabk conditions fi.lf the pursuit of a ·niche· approach and the enhancement of inter­
industry and inter-firm linkages within the economy. O\'er-depcndcncc on the transnational 
companies could be reduced by promoting joint ,·cntures between foreign and llx:ally owned 
electronics fim1s to facilitate the transfer of technology. Moreover. the government could 
also help crcatc a domestic market for certain electronics products through its procurement 
policy. 

Significant scope exists for producing appliances for thc domestic mark1·t. In the case of 
ckctrical products. existing products which ha\ e potential for further expansion in llUtput 
indudc motors. power factor com.-cting capacitors. liquid dielectric trnnsforrners and gcncrating 
sets. while new product areas include: 

fractional horsepower motors: 
low-\'oltagc switchgcar lexduding household electrical accessories) up 10 -l50 \olt: 
electric wcldcrs: 
industrial furnaces: 
static convcrtas: and 
ckl·tric insu'.ation equipment. 

Pro.'if>l'Ct.c thl' i111a11a1imw/ f'l'r.'if'l'Ctin• 

In \iew of Malaysia· status in world·s electronics as one of the most active sites for 
semiconductor assembly and testing. it is essential to analyse the prospects for semiconductors 
within the global perspecli\c. * 

There arc indications that the global semiconductor industry. after growing by more than 
30 per cent in 1988. may enter into a mild recc:.sion by the end of 1990. Production may 
actually dl'creasc in 1990 hy -'··'per cent to S56.5 billion. But soml' observers ha\c predictl'd 
that world-widl' production will rl'cmw in 1991. As demand and supply ha\l' hl'en l'rratic. 
priccs ha\e also oscillated. 

A new generation of newly indus1riali1ing economics haw becn trying lo inducc Jap;mcsc. 
United Stalcs and Western European l·ompanics to rdocalc their manufacturing oper;1tions. 
'.\1alay sia has hccn partirnlarly al·ti\c. giving \arious tax inccntivcs to forcign c11rporalions. 
;ind allowing manufacturing cquipmcnt and many materials to be importcd duty-free. 
Consequently. many Uni1cd Slates rnrporations haw hl'cn cxpanding their manufacturing 
operations in ~1alaysia. Prc\iously. ivlalaysi;1 was used as a m;inufal·turing sitc only for 
assembly and tcsl work. lhc so-called b;ick-cnd of 111anut~1l·1uring. Rccenlly. howe\er. N;11ion;1I 
Scmicomluctor. Mo1orola and Fujirsu announccd thal lhcy would augmcnl thcir Mal;1ysi;m 
operations by milling wafcr fabrication. lhc stl-l·allcd fronl-cnd of manufocluring in which 
l'kl"lronic 1."ir1."ui1ry is c1chcd on 10 silicon wafcrs thal arc 1hen sawn inlo indi,idual 
selllil·onductor dies. 

Fujilsu"s expansion in Malaysia is also duc 10 lhl' soaring \alue of lhc ycn. whit:h makes 
mersc;1s manufol."luring in,·cslmcnts rnmparativdy l'hl'aper. Allhough lhe high yen \alue has 
nol ycl forl·ed Japanese rnmp<mics ... uhstanlially 10 rdol."ate 1heir 111anufac1uring lo ofbhore 
site .... any further ;1pprel·ia1ion of 1he rnrfl·nq · s 'aluc would innea-.e lhc ai1 .:ady -.1rong prc-.sure 

lo do '"· 

• l'hr 1111111" lllf! .111.11~ ""' dr.m 1111 ,1 '"n ··~ 111 th•· f!l••hal 'l'fllll'"lld11..inr 1nd11,1r~ l'llt1f;1111,·d 1111h,· 1 ·:\If)() C il11h;il 
l<qlnrl lnr 1'11(11 'IO. s,·,· '""'"'" """ /J1T1·l1111111,.,11. (i/11/oal R1·1•11rt / 118<J <I() 1V1.·nn.1. 1•nN1. Pl' I.~., 170 
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Malaysia was the main Jcstinalion for l:nitcJ States exports of ckclrnnil· wmponcnts and 
devices in 1988. and it was number two. behind Japan. for exporting those pnll.iul·ts to the 
Unitt."t.I States. The figures. however. arc miskading. ~1uch ,1fthc SI .2 hillion worth of l'.nitc."t.I 
States exports to Malaysia were semi-finished pnll.iucls that needed 10 he asscmhlcJ and tcs1cJ 
!here. Atkr the work was Jone. Malaysia shipped the finished pnll.lucts hal·k to !he United 
States. which accounted for mul.'.h of the Sl.6 hillion in imports that year. The same l·an 
he said of Singapore. which hought $670 million worth of United States ckctronic l·omponcnls 
and devices in 1988 and exported S990 million worth hal.'.k lo the Unilcd Stales. In contrast. 
!he dcctrnnic component-; and Jcvil·cs shipped to and from Japan and W cslcrn Europe arc. 
generally speaking. finished products ready for use in ckctronics cnJ-pnll.lucts. 

United States companies arc continuing to expand their manufac1uring in Asia. ~1o1ornla. 
for cxampk. has announced thal it will spend SJ<Xl million on a semiconductor and 
tckcommunications fal.'.tory in China. The company also slates that it \\tll huilJ a S.H million 
wafer fahrication facility in Malaysia hy 1991. 

Because of !he high-valued yen. the Japanese. too. arc Joing more manufal.'.turing offshore. 
Sony is huilJing its firs! owrscas wati:r fahrication facili1y. which was schcJukJ for start­
up in Thailand in 1989. For South-East Asian l"OUntrics. government assistance Cl·lllCs in 
the form or certain incentives for foreigners 10 manufal·turc there. For cxampk. as discussed 
earlier. the Government of Malaysia giws tax hrcab to foreign rnmpanics 10 induce 1hcm 
to manufaclurc scmiconJuclOrs in Malaysia. 

Mos! induslries analysts ex.peel counlries olher than Japan. the Unilcu Slalcs <tnd !hose of 
Wcslcrn Europe 10 play an increasingly large rok in the glohal scmil.'.onJuclor industry. The 
scmirnnJuclor market of those countries is cxpec1cJ to grow from I J per cc:nl of 1hc 101al 
world-wide: markcl in 1988 Ill 20 per cc:nl in 199J. Those figurc:s ••re hascJ on the facl 1ha1 
pnll.iuclion of ckctronics c4uipmcn1 - cnJ-pnll.iucls like: personal rnmpu1crs. \ iJc:o G1ssc11c 
recorJc.:rs and 1decommunicalions gear lh<1l usc scmiconJuclors - is rapidly moving 10 Asian 
countries. 

K. ENERGY SECTOR: CHANGING DEPENDENCE FROM OIL TO GAS 
AND ELECTRICITY 

~1alaysia is well endowed with a \aricly of cnert!\ sources. Due lo !he dc\dopmcnl of i:s 
indigenous resources en ·rgy imporh amounlcd only to -l per l."cnl of mcn:handisc cxporls 
in I lJX7 against 11 per l."Cnl in 1965. 

The hulk of energy production l."an he allrihulcd lo Malaysia· s oil <tnd gas rcsourl·cs. The 
energy halancc presented in Tahk IV .2X rc:\cals 1h<1I in I lJX5 almm.1 62 pc:- cent of primary 
energy supply and 65 per cent of secondary energy supply were provided hy nude oil and 
pctrokum products. The mm.I worrying aspect of 1his wncen1ra1ion on oil is the en\ isaged 
dedinc in crude oil produl."tion in the 1990s. This wuld forl."c the wunlry to reverse its rnrrent 
slatus as a net oil c\portcr in the next decade. unkss oil prodLll."tion is matched with rurrl'lll 
repknishment of oil reserves. 

In order 10 reduce the wunlry · s dcpl.'.ndenl'C 011 oil the gm·l·rnmcnt is li1slering the divcrsilil«llion 
of lhc energy suppl:, side hy ma~ ing use of lhc 1:ountry' s resourre hasc. w hil·h is still largely 
untap(ll.'.d. This poli1:y l'Cnlres around lhc so-called ·~our h11:l Slratcgy' whirh aims al prn,idin!! 
an adcquale and scrnrc supply of energy in lhc form of nalural gas. hydropow1.:r and coal. 
hes ides oil. Nalural gas. hydropowcr and l'Oal an:ounlcd for IX. I. 2. 9 and 2. X pc:r l·c:nt of 
primary c:nergy supply in l!JX5. Al·rnrding to the ohjec1ivc:s of lhc: Fiflh Malaysia !"ian. oil 
is 10 he suhslitulc:d for natural gas and hoth domc:slil· and imporlcd coal. The: share: of l'flllk 
oil in primary c:ncrgy 'upply is c:xpn·1c:d 10 dc:nc:asc 10 -l I. 7 per l'Clll. while: na111ral ga-. and 
l·oal arc lo innc:asc: mmkraldy 10 211. X and X. 7 per l'L'lll un1il 1990 (sec: Tahk IV. 2X). Tlll'Sl' 
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projections ha\C been Jcri\cJ from the so-calkJ National Energy Planning Study 1NEPS1. 
which fraturcs a l·omprchcnsivc energy planning approach rnmpletcJ in 1985. Morco\cr. 
biomass (firewood. palm oil refuse! rccordl'li almost 18 per cent of primary energy production. 
Following the Fifth Plan these two traditional sourl·cs arc to keep their share in the primary 
energy supply of the country. 

!\tost of the country ·s oil and natural gas rcscr\cs arc located off the sh1,rcs of Trcngganu. 
Saliah and Sarawak. Proven reserves of crude oil arc estimated at 3.5 '1illi1m liarrds. By 
miJ-198lk 53 trillion culiic fret of natural gas rcscrws had Ix-en diS('ovcrcd. Malaysia ranks 
22n1.I and 13th in the world oil and gas reserves. rcspecti\dy. In the recent past Malaysia· s 
oil policy has tended to support the OPEC agreements. Production was dl'l.'rca.-;c:J from 5 IOJXX> 
barrcb per Jay in 1986 to 503.<XX) lipJ in 1987. A further Jcdinc occurred in 1987 as 
production targets were initially cut to ~97.lXX> bpJ in order to assist OPEC s cfti.ms to raise 
petroleum prices to $18 per liarrd. Although prices slippt'li wdl liclow this k\d 1Sl6) Malaysia 
C\cntually increased its output to 5~0.lXX> bpJ in 1988. The target for 1989 was e\·en raised 
to 562.lX)O bpd against a fall in prices to SI~ per liarrd. This C'\lral·tion policy whil·h runs 
counter to the OPEC strategy can lie anributcd to the need for government revenues. 

In \iew 1lfthc Jcpkting known rr.:sourccs measures arc !icing undertaken to encourage mon.· 
intcnsi\·c exploration acli\·itics. The national oil om1pany. PETRONAS. represents the 
government's interest and is rcsponsilik for the exploration and exploitation of oil. The authority 
has the ultimate responsibility of determining the country·s level of petroleum prodw.:tion. 
Furthermore. PETRONAS determines the sale price of ~falaysian crude. which gcnerJ!ly 
fi.lllows the sales price of Arabian Light. Howe\·er. due to its very low sulphur l·1mtcnt the 
price of Malaysian crude slightly exceeds that of Arabian Light. 

Gin:n the lack of local expertise and the capital intensity of petrokum-related acti\ itil.'s. 
PETRONAS enters production sharing contracts with foreign oil companies including Shell 
;ind Esso. The opportunities to increase production in the future seem to lie quite pronfr .. ing 
in \·iew of the suitaliility of l)() per l'Cnt of the offshore area for c'ploration. 

Natural gas i-. opel·teJ to lie the major non-oil energy supply sourl·e for ~talaysia in the 
future. In order to di\ersify its energy resource hasc the Peninsular Gas U1ili1a1ion I PGt.: I 
project was launl·hed liy PETRONAS in 19X2. The goal of this pn~jel·t. whil·h is the brgesl 
energy project presently under way in the rnuntry. is to rcdU1:e signifa·antly the u ... e of oil 
in the power sector. which presently accounts for more than XO per cent of hllal fud 
consumption. and to deliver natural gas to the pt•trochemical industry as well as lo 1.·nd-t1s\.'r' 
in the domestic market. Stage I of this project. which comprises construction and inst;1llat1on 
of offshore gas pnduction and g;1thering fal·i!ities as wdl ;1s onshore gas pnl\.·e,,ing ;111d 

distrihution '}stems. was completed in Mar1.·h 19X5. Sin1.e that time gas has hcen d1.:li\er\.'d 
to a power plant. a sled mill and households near the land 11..'rminal in the St;111.· of T crengg;mu. 
As part of Stage I a T.!.5 km cros ... -country pipclin1.· will he laid thus e ... tahlishing the ha'"-' 
for the country· s fut· ire gas grid. Plans ;ire al...il under way for gas lo he Mt pp lied to th1.· towns 
;111d to the industries in the main industrial ;in:as of th1.· country. Stage II imohe' the 1.·1mstniction 
of the second g;1s processing plant and additional rdrigeration focilities for ... 1orage. 

( ;;,_, 1s also u1ili1eJ as a fud and rdrigerant in the l.N(i plant in Rintulu. S;irawak. H1m1.."vcr. 
the planr is not yet in ;1 position to u1ili1e its full c.1pal·i1y du1.· to the hKk of demand in thi' 
part of the 1:11un1ry. 

Despite the in1.·re;1sing imporlan1.·e of ga ... as ;111 encrj!} "lllrce. an overall pri1.·ing policy for 
gas used within Malaysia is yet to he determined. p;1rtly hecau'e it h;1, heen th1.· suhjn·t of 
a vigorot" dehate hetw1.·en the poww :1uthori1y s1.•cking adv;1111ageous terms and PETRONAS. 
which is also in l'harge of gas nplor;1tion and nploitalion. As in oil prodtll"lion. PETRONAS 
has rried to develop its gas reserves h} 1.'llll·rinj! prodtK·tion-sharing agreement' with foreign 
nm1pani1.•s. In this re ... pl'l"I. rnntrac" ha\l' hc1.·n selllcd wirh (iulf. Es..,.1 and Shdl. 



Industry Branch Profiles: Retrospects and Prospects 121 

& ... idc ... oil and ga-.. other rc:-.tlur1.·c., arc of limill.'ll importan1.·c tilr the c~rgy nalall\.·c. R1.'l:Cnt 
c ... timatc ... of '.\talay-.ia ·., 1.·oal rc:-.tmn.:c ... pl•KC them in the order of 500 million tonn1. ...... Th.mgh 
the country ha .. a hi ... tory of 1.·oal mining. p~1iJuction 1.·ca-.cJ in l'Hll>. There i:, l."urrcntly no 
nunm.:r1.·ial pniJul."tion of olal. ... in.:e the pri1.·c of imported .:oal. \\hi.:h i-. mainly prmidcd 

hy Au ... tralia. China. Canada anJ India. fall., ... h1lrl of Jomc ... ti.: C:\ploitation c''"'""- In order 
to ~rw the n1.-cd ... of the ptl\\.:r plant., anJ the tin pniJul."cr ... '.\talay ... ia imptirt., appnn.imatdy 
)(Xl.000 tonne-. of 1.·oal pc:r year. 

The u~ of hioma ....... mainly firewood and palm •lil \\a-.tc. play-. a -.ignifo:ant rnk only in 
the rural -.c1.·1or of the .:ountry. The !\ational l"ni,a-.ity of '.\talay ... ia and the l"niwr...ity of 
51.·icncc in '.\1alay-.1a arc rcptlr11.'ll to ~ -.tuJying the ptllcntial of non-1.·1mwn1i.mal eocrgy 
u-.c in Ol-gcncration -.y-.1cm .... parti.:ularly in i-.ola11.'ll power planh. with a \ ic\\ to increasing 
toc owrJll cffi.:icn.:y of c~rgy u~. A largc-~alc u...c of agri.:uhurJI \\a.-.tc in inJu ... 1rial cocrgy 
production cannot ~ cxpc:.:ted in the near future. The ...amc applies to the potential of :-.tllar 
energy pniJu.:tion which continues to he untappc:d. 

A .. far as rcncwahlc energy :-.tlUr1.·c-. arc concenk.'ll. the country·., hydropowcr ptllcntial "'-"Cm., 
to he more important for indu ... 1rial pnidu1.1ion. though hydropower ha.' a lower share in primary 
en.:rgy supply than firewotiJ and palm oil rdu~. Tahk IV .29 .,ho"" the share .. of \ariou., 
primary· energy :-.tlurce-. in ck1.·1ri.:i1y generation in Pcnin ... ular ~1alay ... ia. A.:.:ording 10 thi-.. 
oil has the largc-.t share hoth in in ... 1alkd generating .:apacity and gro ... ., unit-. generated .... in.:e 
oil and rdated pnidu.:i... arc widdy u...cd in dic.,d power station .. and in s.l-calld comhincd 
cydc stations. which u-.c either ga-. or oil. 

Table I\" .29. t:ln1ricit~ suppl~ h~ plant I~ pes in Penin.,ular '.\lala~sia. 1987188 
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After oil. hydropowcr j., the largc-.1 energy -.mm:c u-.cd for ckctricity generation. Cii\cn ;m 
;mnu.11 r:iinfall a\craging 250 centimetre-. aml fornur;1hlc topographical wndition-.. '.\1alay -.i;1 
i-. well endowed with hydropowcr. which j., a-. ... c-.-.cJ 10 l1;1\c ;1 1cchnic1I po1cn1i;1I of ;1hou1 
12.'.<MM> GWh pc:r year. However. the larga p;1rt of 1hi-. hydropower potential i-. l111.·;1tcd 
in remote area' -.omc di-.1an.:c aw;1y from the clel·tril·ity dc1mind centre-.. Only I pc:r t:enl 
of lhi-. technical hydropowcr po1en1i;1I exi'i... in Pcnin-.ular Malay-.ia. where -.omc X2 pc:r l'l.'nt 
of the popui.11ion li\c-.. while Sar;1w;11,; with only 9 pc:r ccnl of the popul;11ion i-. endowed 
with 71 per cent of the hydropowcr potential. 

Uenl·c. hydropowcr cannot make a fur1h.:r and '11h,1a111ial conirihution lo the cncr!!y -.upply 
for power ~cncralion. unlc .. -.1hc !!rid-. of 1h1.· fll.'nin-.ula and Saraw;1k arc in1crl·onncl·1cd. Thi, 
l'Onccpl. whil·h i-. under -.111dy. im ohc' the l·on,tnll'lion of two major hy dropowl·r -.1a1ion' 
t111allin!! 2.950 MW l·ap;Kily and of 'm111.· 81)() km of high \olla!!c lran,mi-.-.ion lilll'' w ilh 
aho111 620 km of -.uhmarinl' G1hlc .1ao'' the South C'hina Sc;r. II j., cnvi'a!!cd 1ha11hc-.c project'. 
whil'h arc lo pro\idc I .51MI MW of ha'c load c1p•ll·i1y 111 Pcnin,ular Malay-.ia. will malcrialill' 
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in the lalc 1990s. It should 10 be nc.ll1.."\l 1ha1. gi\cn 1he cnort114.lUs financ.:ial rt.-quircn~nls of 
lhe pr.>jt.'\."ts. ii is still unc.:kar if it will ma1crialiLc in timc. 

Apan from thal. mini h)dropowcr planls 150-500 kW each) will be an importanl kalurc 
in 1he rural dc-."trification progr.imn~. whi'-·h aims al supplying ckctricity 10 70 per ccnl 
of all Mala)sian htlllscholds b)· 1990. 

Due lo the lad of a na1ional inlcn·onfk.-ck"\l system. there arc ba.'icall)· thr'--e inJcpcndcnt 
syslcm' of ckctricil) gcner.ition anJ dislribution. Tik: Na1i,mal Ek'\.1ricily Board 1NEB1 is 
in charge of the so-called ·national grid". whil·h cowrs the grid in Peninsular Malaysia anJ 
lhe rdak"\l power planls. NEB gcner.ik"\l 89 per a:cnt of hllal ck-clricil) in Malaysia. whik 
ii hdd 92 per n.'111 oflhe total gt.'lleraling l-apacily in 1985. The Sahah Ek'l.1ricity Board suppli1.."\l 
only 5 per ccnl in Sabah. while the Sarawak Ekctril it) Supply Corpor.nion produc1.."\l roughly 
6 per ccnl in Sarawak. 

Ba.'\ically. all d1..'\."trici1y 1ariff r.i11..-s arc de1cm1ifk."\l hy the NEB. Tik:y arc di,·idl"\l inlo 1hr1..-e 
groups. namcly don~stic. comn~rcial anJ inJustrial users. Since 1981. tariffs have ht.-en 
adjusk"\l to international standards. thtlllgh inJustrial ctmsumcrs conlinuc lo be suhsidiz1.."\l 
through spt.-cial inJustry rates. 

Power supply anJ demand forecasts arc presented in Table IV .30. In the wake of th'- ongoing 
indu...rrializalion of the '-·ountry lhe power St.'l.1or fac1..-s a steadily growing demand by households 
and industrial plants. Hence. electricity is at the ccnlrc of lhc ~ovcmmcnr"s plans lo further 
improve the infra.'ilnK."turc scn·i1..-cs. According 10 1he so-callt."\l Power &'\."tor lnvcstmcnl Srudy 
(PSIS). det."tricity produ1..1ion is expt.'\.11.."\l 10 increa.'\C al an aver.ige rnlc of 12 per cent bclw~n 
1985 and 1995. For lhis reason. the NEB has a programme for sleadily diversifying ils 
dependence on petroleum to hydropower and gas for dcclricity generation. The programme 
calls for the construclion of ahoul 200 mini-dams 1hroughout 1hc counlry. Further. lhc NEB 
is also conslructing a major 250 MW natural-gas power station in Paka/Trengganu. which 
is 1he first of a series of gas-fired power stalions 10 be built. By lhc year 2000. it is hoped 
1ha1 hydropower and gas-fired planls will accounl for more than 50 per cent of power 
generation. 

Tab~ I\" .30. P:nnr suppl~ and demand forecao;ts, 1985-1990 
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TOT1\I. MAI.A YSl1\ 
Ci\'ncr;11111n 1CiWh1 1.1.Mtll 1 IOll OJ ~II. 7711 I 11111 ~II 
P,·;11.. 1km;md 1MW1 :! A 111 1100.llJ 1,t..io 111111 01 
R,·,1111r,·d )!l'Rcra11on 
,·ara··n~ r MW 1 :!.7t10 111111.111 .J.'70 111111111 

So11r1 1•: h1/or1111111011 !tlt1ft1n111 II/XX >"·ttrhoo~. 

N111,·: P.-rn·n1.1i:•· ,ft;irl' m 1111al )!•'lll'r;11111n. ,·;1p;1nl~ or Jll';1l. d.:n1and '' )!1\l'n in par1·111h,·"·'· 
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Table I\" .31. '.\lajor produd areas for innstment. export and r.1tionalization. 1989 

lnJU,,.11) 

Ruh~r 

P;1lm oil 

hl\>J 

'.'lion-f.:rmu, 

'.'lion-m.:lalli,· 
min.:r;il 
pn>Ju.:1' 

Ek.:1mni.:' anJ 
d.:.:iri.:al 

Iron ;md '1.:d 

T r;m,port 
.:411ipm.:111 

Tc\llk' 
appar.:I' 

!\.lajor i1.:111' for 
im·.:,1111.:111 

rn ... ..:h.:mi.:al": 
pn,·.:,,~..i palm l.:md 
oil: fat pmJu.:ls 

c • ..:oa pn>Ju.:1": 
fruit' \.:gc1aM,·,: 
animal k.:Js 

Furni1ur.:: jo•n.:I) 
moulJing': ruh~r­
\\ot>J pn>Ju.:1' 

F.:rtiliL.:r': HOPE: 
LOPE: pt•I} prop} 1.:n.:: 
\·in} khh•riJ.:: \in} l­
a.:.:1a1.:: SBR: '.\ITBE 

Fahri.:a1.:J pn>Ju.:h 
of aluminium anJ 
,·opp.:r: 1inpla1.:: 
"'IJ.:r: P.:" 1.:rwar.: 

C .:m.:nt: .:.:111.:111 
.:ompt1,,i1.: pn>Ju.:1,: 
lloal gla": .:.:rami.: 
Iii.:' 

Cun,um.:r pn>Ju,·is: 
part' anJ .:ompon.:111,,.: 
"'m.: inJu,1rial 
pn>Ju.:t' 

Ba,.i.: ma.:hin.:r~ 
.:0111pon.:111s: 
founJri.:': J.:,ign 
.:apahilil} 

Hat F:.Ju.:t' tunJ.:r 
Opt ion :!): I ighl 
and h.:av} ,.:.:lion" 

Pa,,cngcr 1.·;1p,: 

111111or •'} d.:,: 
'hip" I und.:r 
1500 Tl 

T.:,111.:, ;111J 
;1ppar.:I" 

!\.lajor i1.:111" f••r 
<.'\Jltlft 

T} r.:s: la1.::1. pnlllu.:h: 
g.:n.:ral ru~r go•l\h 

Ok-...:h.:mi.:ab: 
pn,.;-,-,,~..i palm l.:md 
oil: fal pn>Ju.:1, 

C•..:oa pn>Ju.:1": 
,·ann.-J fruil' anJ 
\.:g.:1aM.:, 

Fumi1ur.:: pand 
pn>Ju,·h: join.:!) 
moulding": ruh~r­
"'">J pn>Ju.:h 

Tinpla1.:: ,o(Jcr: 
(l.:\\ 1.:r\\ ar.: 

Con,umcr pn>Ju.:1': 
part' anJ .:ompon.:nh: 
"'m.: inJu,1rial 
pr0Ju.:1s 

Soura: l'~Il>O: Htl'ill1'\1 Co11tli1i1111.1. !\.fala\\la. l'>X7. 

'.\lajor i1.:111" for 
ra1ionali1a1i11n 

Palm oil rdin.:r} 
anJ fra.:li••nali••n 
'uh~-.:h•r 

Sa\\111ill 'uh,,....:ll•r: 
pl} "'">J anJ \,:n.:.:r 
'uh,,...,·1<•r 

R1r ;111J n"I 
rolling '""'.:.:tor 

Car ;1".:mhkr': 
"hip} ;1nl" 



Industry Branch Profiles: Retrospects and Prospects 125 

•·ig. l\".A. '.\lala~sia"s industrial ime!>1ntmt boom. 1988 ;1nd 1989 t'.\1$ billion. numbt-r) 
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·~· 1\-.8. Projttl-. •ith f~n participation apprond by '.\llDA. 1986 and 1987 
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M. BILATERAL AND MULTILATERAL ASSISTANCE TO INDUSTRY 

Malaysia n.'\.-eiws 1..·on.,iderable official lkwlopmcnl a.'-'islalk.-e in lhc fom1 of loan.' anJ olhcr 
lypt.."S of financial a.'-'istan..-e. Otlicial Dc\·dopmcnl As.,istan..-e CODA) ha." more lhan doubkd 
bt.'twu.-n !983 and 1987. In 1987 lk.'I dishursc..-.ocnls of Official De\·clopmcnl As.,islark.-e lotalkd 
S.363 million. In absolule lcrrn.'i anJ as a pen.-enlagc of GNP. howc,·er. lhe ODA rt.-cciprs 
of Malaysia St.>em lo be quilc klw 1..'lllllJml."li wilh olhcr ASEAN l.'llUnlrit.-s. This 1..-an be anribuk"d 
lo Malaysia"s rdaliwly aJ\·al'k."t."d stage of lkwlopmenl. rnmpart."d wilh olher counlrit.-s of 
lhe Stllllhca.'l Asian region. 

1be World Bank is by far lhe mosl imponaru muhilaler.il in...rilulion for dewlopmt.-nl a.'-'islal'k.-e. 
In 1987. lhe bulk of World Bank a.'-'islan..-e wa.' allo•.:alt."\l lo agricullure .. energy· and t."liucalion. 
Only 7 per cenl of World Bank loan.' haw bt.~n USt."d ti.n financing projt.'\.1s in lhe induslrial 
St.'\.10r. 

Bt.-sidt.-s lhe World Bank. lhe Asian Dewlopmenl Bank CAsDBl is of major importance for 
dewk1pni...-n1 a.,si...ralk.-e lo Malaysia. 1be AsDB"s 101al knding lo Malaysia stt100.I al a cumulali\·e 
allklUnl ofSl..J hillion in 1987. comprising 63 loans for 61 proje1..1s. The loans were mainly 
lo finalk.-e lhe foreign ex1.."hange 1..·omponenls of prnjt.'\.1s. whik lmly a minor ~re wa.' pn1'"idt."d 
for local cosl financing. In 1987 lhe largt.'Sl share oflhe AsDB loam• wa.' pnl\·idt."d for projt.'\.1s 
relalt."d lo agricullure and agro-induslry. Roughly .20 per cenr of lhe AsDB loans wenr inlo 
im·eslmcnl in infraslruclure. i.e .. lransport and communicalions as well as energy ~upply. 

Malaysia has mort.>twer bel·ome an importanl recipienl of loans granlt."li hy lhe Islamic 
Developmcm Bank (IDBI since lhe coumry became a mcmhcr in 1975. even 1hough loans 
hy lhe IDB rn\·er a negligihle share of all ODA ex1ended lo Malaysia. In 1he 1975-1987 
period lhe IDB prm·idt."d financial assislance reaching S75 million. More 1han 1wo-1hirds of 
lhese loans haw hcen given as projecl loans for foreign lrade financing. Th.: hulk ,,.- lhe 
projl.>t:I loans has hcen used for the financing of \·ocalional schools. 

A mid-lerm re,·iew of 1he Fourth UNDP Coumry Programme Cyde for !\1al;1ysia was 
rnndu1..1l.."d in Fehruary 1990. The Fourth CllUnlr)" Progr.i.mmc focuSt."\I mainly on: strenglhcning 
anJ upgr.kling inslitutional capahility for planning and Plan implemenlalion: support for human 
resource devch1pmen1: and promotion of science and 1echnology. Allhough lhe gmernmem 
tound it difficult to keep 1he programme within the perspective of these three common !hemes. 
due to the dynamic nature of changing needs. the mid-1erm review reiterated the importance 
of the stated ohjeclives. 

A mid-term review of the Industrial Master Plan ( 1986- 1995) is essential in view of the 
Second Perspective Plan for 1he 1990s and the Sixth five-Year Plan ( 1991 -1995) currenlly 
hcing finalized. The UNDP technical co-operation progra:nming for the 5th qde will need 
to he doscly aligned to the .:ontours of these Plans. 

Technical co-operation pipeline project ideas under the auspices of UNllX> and UNDP indude 
policy assessment of the Malaysian Industrial Policy Studies (MIPS> and the Industrial Master 
Plan; upgrading the Plaslics Technology Centre·s technical support capahility: secloral 
projections of the manufacturing seclor; assistance to the Industrial Design and Packaging 
Centre: high-level advice in the estahlishment of a Furniture Technology Centre: assistance 
to an Action Plan for development and promotion of the industrial and general ruhllcr goods 
industry: prcparntory assistance in formulating proposals to develop lhe cer;1mi"'· 
electrical/clec1ronics and automolivc pans in<lustric,: estahlishmcnt of computer-Js.,1:;ted patent 
processing and patent informalion services; ;1"i'tance in the eslahlishment of loundry and 
engineering parts: and assistance 10 the Metal Industry Devclopmenl Cenlre in dis,erninating 
advanced tel·hnology in the metal induslry. 
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.·h"i"rancc to the machinery Jnd ma'"·hinc-tool" indu .. rry i" '"·ru'"·ial a" '.\lalay "ia edge" imo 
a higher dcgrc'-' 11f indu .. triali.fation. The ma'"·hincry indu .. try in ~lalay .. ia i" yc1 10 mak·h 1hc 
'"·ountry ·._ k'd of indu .. 1rial dc,dopmcnr. The ha"i'"· 1hru .. 1i"10 gcncrarc an adt:ljuatc .. upply 
of primary part.. and '"·1~1nponcnr.. a" rhe indu .. rrial ha~· '' iden ... Thi" niuld al .. o hdp reduce 
impon" anll dt:h·lop 'i~1hk t:\pi.1n po1cmiab. The funher Jc, dopmcm of rhe indu .. rry \muld 
al"'i rc .. ull in 1he cu:-:;:n'"·emenr of the '"·oumry ·._ dc .. ign capahilirie" and acalt: funhcr linkage ... 

The inJu .. 1rial re .. rrucruring anJ dc\dopmcm progranunc laun'"-h'"'d \\ilh rhc lndu .. rrial ~la .. rcr 
Plan a" \\t:ll a" .. uh..eljucm mdu .. rrial pi.ili'"·y announ'"·t:mcnl" ha\l.' aJJrt: .. ..eJ rhe..e i""U'-'"· II 
ha" Ix-en rt:\.·11gni1t:J 1ha1 rhc fla"i'"· facililit:" anJ promorional "uppi.in prm idt:J had Ix-en 
inaJ'-'ljualt: to dkcriwly fo .. 1cr tht: Jcwlopmem of .. upponing indus1rit:". * Allt:mion will n1..-ed 
10 he forn..eJ on rht: acli\t: promolion of lht: ... mall- anJ mt:Jium-.. cak indu .. 1ry "cclor and 
on grt:alt:r Ji, t:r .. ifi1..·a1ion of manufacturing acli\ itit: ... Tht: ah..encc of a .. rrong an'"·illary !lase 
ha" "itmt:J down lht: pnll..·'-'"" 11f lcl.·hnology tran .. kr and inJu .. rrial linkages OCl\\l.'cn small 
and medium fimi.. anJ largc-.. cak cmt:rpri..es. Pr0Juc1ion linkages through a'"·tivi1ics of 
-.upponing inJu .. 1ric" or .. utx·omracling fl 'l\\1..'-.:n small- anJ mcJium-scak industry· and largt:­
"'"·ak indu .. 1ry h:.iw het:n \t:ry limilt:J. lndct:J. ont: dt~cl of tht: earlit:r pi.1li1..·ics had Ileen 
1ha1 linlt: ant:mion ''a" paiJ to rht: at:alion of ·._uppi.ining inJus1rit:s". with Jitkrt:nl pnl<lu1..·t 
or pnll..·'-'"" "P'-''-·iali1a1ion" along wi1h lht: dt:wlopmt:m of largt:r inJustrit:s. In order to funht:r 
dt:t:pt:n and .. 1rt:ng1ht:n lht: inJu .. trial structure. liorh in lt:rms of linkagt:s with other crnnomic 
..ecror" and in tt:rni.. of a "trongt:r inlt:rdt:pt:ndcnct: of tht: ,·arious hrancht:s of manufacturing. 
a comprt:hcn .. i\t..' promotional approach aim1..'d not only al final pnl<lul·t:rs hut al"'' al supponing 
inJu .. 1rit:-. \\ould he rt:4uirt:J. 

· h •r .111 .111.11\ 11, .11 ,.,,.,,,,,, •11, •I rh,· 1,·.-h111, .11 ·"'''1.111,·,· II<'<'•" ••I '"Pl" •rim~ 1111111,111,·, 111 \l.11.1\ ''·'- '"" I '.\ JJ >f >. 
/',,,,,,,,,,,,,,of ·'''l'l'''l'/111i,: f,,,/tl\frtt'\ 111 ,\fa/11\ "'' f \'h:nn.1 l1>X1 ,1 
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A. METHODS OF CONDUCTING BUSINESS 

ln\cstors wishing hl c:-talilish a 111anufa'-·1uring projc.:t in Malaysia arc in\itcd to .:onta'-·t MIDA. From 
the first kiter of cm.iuiry through the pnl\.·css of selling up a manufa'-·turing husincss. MIDA :-cr\cs 
a:- the '-·cntra! agcn'-·y from \\hi.:h information on indu:-try may he ohtaincd to assist investors in making 
lhl' right dcl·isions. 

In Malaysia. a husinc's may he .:arril'd on in any one of the following ways: 

til hy an indi\idual operating as a sok proprietorship. 
t ii l hy two or mnrc t hut no more th;m 20> persons in partnership. 

tiiil hy a (,>.:ally in.:orporatcd l·ompany or hy a foreign .:ompany registered under the pro\isinn 
of the C ompanics :\.:1. I 9fl.5. 

The aho\l' may tic utili1cd hy almost any form or type of business. In the .:asc of partnerships. partners 
arc hoth jointly and severally liahk for the dchts and ohligations of the partnership if assets arc found 
to he insufficient. Formal partnership deeds may he drawn up go\erning the rights and ohligations 
nf ca.:h partner hut this is not obligatory. 

All sole proprietnrships and partnerships must he registered with the Registrar of Businesses under 
the Registration of Businesses Ordinan.:c. 19.'ifl. 

Company srrucrt1rt' 

Companies in Malaysia arc go\erned hy the Companies A.:1. 1965. whi.:h provides for thn:e types 
of nnnpanies: 

t I l a .:ompany limited hy shares: 
t2l a .:ompany limited hy guarantee: or 
t-\ l an unlimited rnmpany. 

Howe\er. only the first type of .:ompany would he of interest to an o\erseas organi1ation or in\estor. 

Company limited hy slwrt'J 

This is a rnmpany where the liahility of its memticrs is limited hy the memorandum of ;1sso.:iation 
to the unpaid portion of the nominal value of the shares hdd hy them. A .:ompany limited h' shares 
.:an he either a pri\ate or a puhli.: .:omp;my. 

Primt<' compani<'s 

:\ .:ompany ha\ing share .:apital m;1y he in.:orporated as a priv;11e .:omp;my if its l\.km11r;mdu111 or 
Article: 

t;1) restri.:ts the right 111 transkr its shares: 

thl limits the numher of its memhers to 50. e.xduding employees and some former employees: 
t.:l prohihits any in\itation 111 the puhlil· 111 suhsl·rihe for its sh;1res and the dehentures: and 
tdl pr11hihits any in\itation to the puhlil.' 111 dept1'it money "ith the l'ompany. 

P11h/ic rnm1w11it•s 

A l·ompany l·;m he formed as a puhlil· l.'omp;my or. altcrnati\d). a l·ompany whll·h is inl·orporall·d 
as a private l'lllllp;my l·an also tic l·onwrted 111 a puhlil.' l.'lllllpany 'uhjcl'I to Sel·tion 26 llf thl· Companil'' 
Al·t. 1965. 

:\ puhlir n1mpany l·annot ofkr sharl'' Ill till' puhlir unkss a Pro'JX'l'lu' whil·h l0 11111plie' with thl.' 
fl'ljUiremcnts llf till' Companies Al'l 11'1s hl·cn rq!i,t•:rcd with the Rq!i,trar of C'·•111pan1l'S. Till' proposal 
for till' issuc llr ofkr lll '11'1rl'' Ill till' puhlil· ,IJould hl· 'uhmittl·d to the C1ri1al "'Ill'' C'llmmilll'l' 
fllr apprllval fir,t hdorl· a Prosrx·,·tu, l·;m hc al'l't'pll'd fllr rq!1,tr;1t1on. 

:\ puhlil· l'Olllpany l·;m apply Ill lhl' l\uala Lumpur S1111.·~ Exd1angl' lnr pamission to ha\l' 1h ,IJarl's 
ljUllll'd on thl· Exd1'1n)!l'. suh1crt to l0 11111pli;111n· with thc rl·quirt'lllt'nts laid do\\ n hy thl· l\uala I .umpur 
Stod ht·hangc. 

S1•11rt'1·: Mll>A. /111"t1rf11•r111i11g 11 M111111/i1111ir111i: Ct1111f111111 1 1\11 nur. July l'>XX>. 
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B. PROCEDURE FOR INCORPORATING A MANUFACTURING 
COMPANY 

The first step for inl·orporation of a company is hl make an applil·ation hl the Registrar of C11111panies 

on the presl·rihc:d Fonn I JA en4uiring whether the propo~d name of the intended l·nnpany is a\ ailahlc 
and if so. which al·tion should he: taken 111 resene the name. A proptised name which is of a kind 
which the Minister has directed the Registrar not hi accept for registration 'ide Gatelh.: i\111ificalit>n 
No. -t llm dated 3rd July 1986 will not he: approved. 

The following dt1t.:uments should Ile lodged with the Registrar of l·ompanie-. within !Wtl month-. frtim 
the date of re-.ervalion of n.ime for incorporation of the om1pany. 

I I l l\kmonndum of Asst1t.:iation. 

I 2 > Art ides of Ass11t.:ia1ion. 
L~l Statutory dedaration of complianl·e. 

1-t> Consent of person-. named as directors in the Memorandum or Artides of As-.1x·ia1ion. 
t 5 > Certificate of identity in respect of the suhscrihc:r-. lo. and officers named in. the \kmorandmn 

of A!'s1x·ia1ion. 

161 Statutory dedaration hy a person hc:ftm: appt1in1men1 as a dir1x111r. or hy a promot.:r hc:ti1rc: 
incorporation of a company. 

The l\tc:morandum of As-.ocialion is the document slalin,:? the name. the ohjc:cts. the amount of au1h11ri1ed 
l·apilal I if any> with which lhe company proptlse-. lo Ile registerc:d and lhe divi-.ion therc:of into shares 
of a fixed amount. 

The Artido:s of Association arc: the regulations governing 1hc: inlernal management of 1hc: affairs of 
the company and the conduct of its husine-.-.. 

On the i-.-.ue of 1hc: certificate of incorporation. the suhsl·rihc:r-. 111 1hc: l\kmorandum 1ogc:ther \\ i1h 
such other person-. as may from time to time hc:come mc:mhcrs of lhc: company shall Ile a corpt1r;1lc 
hody. cap;1hlc of exerci-.ing the fum:tinns of an incorporaled company ;ind of suing ;mu hc:ing sued 

anti h;•\ing a perpetual succession under common -.eai wi1h po\\l.'f 10 hold land hut\\ ith -.uch liahi1i1· 
on the part of the me milers 10 conlrihute to the as-.c:h of the l·ompany in 1he e\ ent of ii hc:ing '' ountl 
up. ;1, is prO\ i<letl hy the Act. 

Req11ir<'111e11ts <fa locally incmroraretl company 

A company musl ha\ e ;1 rc:gislere<l office in l\1alay sia ;11 which ;tll hook' and documc:nls ri:4uirc:tl 
unlkr the provisions of lhi: :\cl should he: ki:pl. 

:\ l·ompany c;tnnol deal wilh its II\\ n sharc:s or h11ld sh;irc:~ in ih holding c11111p;111y. Lach c:quil) share 
of a puhlil· l·11111pany carric:s only one \olc: :1t ;1 poll al any genc:ral 111c:c:ting of lhc: company. :\ pri\atc: 
company may. howc:ver. prt•\ide for varying \oting righrs for ih 'harl·holdc:rs. 

The Secret;tr\ of a l·nmpany nm'I he a nalural person who has his prin.-ipal or 11nly plal·•· of r.·,1tk1K·e 
in l\1alay,ia. The tlirc:crnrs of lhc: company 111u'1 he: Malaysian nalinnaJ, and ;ii kasl l\\11 dirl·ctor' 
musl ha\e lhc:ir principal 11r only plal·l· of residc:nl·c: wi1hin l\1alay sia. l>irc:dors 11f puhlic cnmpanic:s 
nm't not normally he: mc:r 70 yl·ar' of age:. 

II is n111 incu111ht:n1 thal 1hc: dirc:l·tor 'hould al'o he: a ,hard111ld.·r. Thl· company lllll'i ;1ppoin1 an appn 1\ l·d 
Company Auditor 111 he the: company auditor 111 l\1al;1y si;1. 

Pro\ i'ion' c1mcc:rnin!! lhl· windin!! up of ··ompanll'' <lrl' l"nnlainl'tl 111 lhi: C'o111pa111l'' :\cl. IW1:'. and 
the: Companie' 1Windin)!·Upl Ruk'. 11>72. 

Capiral /.uut's Commirrt'l' 

/\ puhlic company may w ''h to han~ its 'harc:s lisll'd on tlw l\uala I umpur Stod. I·. \1.·hall)!l'. 11 tlw 

1luhlic l'!llllpany wishc:s to in\'itc: lhc: puhlic 111 'uh,nihl· for 1t' share' II 11111,t '"Ill' :1 l'r11Spcd11s w h1d1 

has t.1 hl· approved hy the Capital b,1.1es C'o1111111lll'l' and rq:i,tnc:d w 1th tlw Rq:1,1rar "' C't1111panlt'' 
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An~ 'uh-.c4ucn1 i~~uc of ~hare~ by an~ public company whether it is listed or not. for example. right 
'"uc'. rL-quirc~ th.: apprmal of the Capital Issues Comminee. For further infomtation please contact: 

Th..: Sl'.'LTl'.'ta r~ . 
Capital b~u..:~ Commitk-e. 
Mim~tr~ of Financ..:. 
I Ith Floor. Khazanah Malaysia. 
Jalan Dula. 5l>-J80 Kuala Lumpur 
T dl'.'phone: 103 l 29881.J..J.t 

P11hlic li.\"lt'd compcmies 

The mor..: popular ml'.'aning in which a company is said to have turned public is that its shares are 
111 ht:' h~tcd on thl'.' Kuala Lumpur Stock Exchange. Technically any public company can apply to have 
11-.clf li~tl'.'d on the Kuala Lumpur Stock Exchange if it mnfonns to the provisions of the Listing Manual 
of the E \changl'.'. A company applying for quotation of ordinary shares is. as a gen~ral rule. expected 
h• nll.-et the following criteria: 

111 It ha~ paid-up capital of at least M$ 5.000.000 

f 1i I At lea!>! MS 1.250.000 or 25 per cent of the issued and paid-up capital (whichever is the greater) 
i~ in the hands of the public and a minimum percentage of the issued and paid-up capital is 
in the hands of 500 shareholders holding not more than 10.000 shares each and not less than 
500 ~hare~ each as follows: 

~ominal \·aluc of i~~ucd 
and paid-up capital 

!'ot ex~·eeding MS 50 million 

~ot C\c..:..:ding MS 100 million 

\f~ 100 million and ahtwe 

For further detail~ contact: 

The General Manager. 
The Kuala Lumpur Stock Exchange • 
.lrd and 4th Floor. Block A. 
Bukit Naga Compkx. 
Off Jalan Scmantan. 
l>aman~ara Hcighh. 
50490 Kuala Lumpur 
T dcphonc: :OJ) 25464.H/25465U/2546662/2546R15 

Minimum 
percentage 

15 per cent 

12.5 per cent or 
M$ 8 million whichever 1s 
the greater 

10 per cent or M$ 15 
million whichever is the 
greater 

For l"ompanic' which arc inlcrc~tcd in turning puhlic. the numerous local merchant hanks will he 
ol u,cful a~,i~tanl"c as they arc ~pccialisls in this field. 

Gm·1·m11u·111 ft't' 

When a l·ompany •~tin.I r..:gi~lcrcd. rhc fee payable will depend on the amount of irs authorized capital. 
h1r 1ktail'. pka~c rdcr lo rhc Companie~ Acr. 1965. 
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Fon11s 

ThcS\:' arc technical in nature and should be referred to: 

The Registrar of Companies. 
16th-20th Floor. Bagunan KUWASA. 
Jalan Raja Laut. 
50350 Kuala Lumpur 
Telephone: (03) 2933733/2933732/2933735 

A copy of the Companies Act. 1965 and the Companies Regulation. 1966. can be obtained fr,m1 the 
G~~wmment Printers on payment of fee. 

Sourn·: MIDA. /11corporati11g a Ma1111fact11ri11g Company (Kuala Lumpur. July 1988). 

C. REGISTRATION OF FOREIGN COMPANIES 

A ti.>reign company desiring to establish a place of bu<>iness or carry on business in Malaysia must 
apply for registration to the Registrar of Companies. subject to the approval of the Domestic Trade 
Division. Ministry of Trade and Industry. When the approval has been obtained. such a branch must 
lodge with the Registrar of Companies the following documents: 

(I l a cenified copy of its ccnificate of incorporation (or document of similar effect): 
(2) a ccnified copy of its chaner stature on memorandum and aniclcs or some olher ins1rumen1 

cons1i1u1ing or defining ils cons1itu1ion: 
(3) a lisl of ils direclors and cenain s1a1u1ory panicu!ars regarding !hem: 
14) where !here arc local direclors. a memorandum staling the powers of !hose direclors: 
( 5) a memorandum of appoint men! or power of atlorney aulhorizing one or more persons residenl 

in Malaysia to accept. on behalf of lhe company. service of process and any no1ices required 
10 be served on lhe company: 

(6) a slalulory declaralion in 1he prescribed form made by the agenl of 1he company. 

The appoinled agcnl is answerable for lhe performance of all acls required 10 be done by the company 
under 1he Companies Act. 1965. Any change in agents musl be rcponed 111 lhe Registrar of companies. 

Every foreign company shall. wi1hin one monlh of eslablishing a place of business or commences 
10 carry on husiness within Malaysia. lodge wilh 1hc Registrar of Companies for regislration. notice 
of lhe silualion of ils rcgislcred office in Malaysia in 1he prcscrihed form. 

A foreign incorporated company must file each year. within one month of ils Annual General Mi:eling. 
a copy of lhc Annual Relurn and. wilhin lwo months of ils Annual General Mee1ing. a copy of the 
halanci: sheel of lhe head office. a duly audi1i:d slalemcnl of asscls used in and liahililies arising out 
of ils opcralions in Malaysia. and a duly audilcd profi1 and loss account. 

The foes payahle for lodging 1he variou•. forn1' "' wf.'11 a• th..: f..:·.:~. for n:gi~.tr;1tior. of;: forcipi .:omran) 
l·an hl· transferred lo lhe Rcgislrar of Companie);. 

ChoiCl's opt'n to foreign inl'estors 

CI) Set up a hrnnch 01· ils own organi1ation and hence rcgisler :1s a hrnnch of a foreign company 
in Mah1ysia. 

c:!) Estahlish a separate Mal:1ysian l.'nmpany. for which rhe procedure has heen descrihl:d. 
(3) Estahlish a joint venture with a Malaysian husiness organitation or investor. Joint ventures 

arl· cnrnuraged hy MIDA. and lnl.'al capital lo he wmhincd with foreign tel.'hnical skill is 
plentiful. MII>A c;m as~.ist in lol-;tting suitahle lol.'al parlncrs. A joinr wnturc rnn he opcralcd 
a' a t·ompany in Malaysia. 
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Ma111tj(1cturi11g companit•s 

Companie"' wishing 111 ,..i;-t up manufacturing and or a,..,..i;-mtily c"'tahli,..hmcnb in '.\tala)"'ia arc rc4uircd 
to appl) for a manufacmring licence from the Mini"'t~ tif Trade and lndu"'t~ C\cn tht•ugh tltcy ma) 
he rcgi,..tcrcd with th.; Registrar of Companie,... 

So11rn·: MIDA. /11cor11orari11.~ a .~lamij(1cr11ri11g Com11c11n- tKuala Lumpur. July 1988. 

D. LEGAL FRAMEWORK GOVERNING COMPANIES 

(a) Compa11it•s Act 1965 

The Act pro\idc~ the procedures for the incorporation of companie"' with limill.'\f liahilitics and for 
the running of compani.:s after incorporation. Local and foreign companies intending 1t1 operate in 
Mala.ysia must register with the Registrar of Companies with payment of a regi,..tration kc which 
\aries with the amount of n11minal capita! imoh·ed. For more i!tformation ct>nlact: 

The Registrar of Companies. 
16th-:!Oth Floor. 
Bangunan KUW ASA. 
Jalan Raja Laut. 
50350 Kuala Lumpur 
Telephone: 1031 :!93.H3.' :!93.H3:! :!933735 

11>1 bulu.'itrial Co-ordi11atio11 Act 1975 

Thi" Act stipulates that no p.:Nm ,..hall engage in any manufacturing acti,·ities unk"'"' he i"' i"'"'ucd 
with a licence in respect of such manufacturing activity. 

For 111t1rc informatit1n Ctllltad: 

and 

Direi:tor-General. 
Malay,..ian lndu,..trial De\elop:w;1t Authority. 
·'rd-6th Floor. Wisma Daman,..ara. 
Jalan Semantan. 
507:!0 Kuala Lumpur 
Telephone: 10J1 :!5-Bt>.l' 

Director. 
Industries Di\ision. 
Ministry of Trade and lndu,..try 
Bind 10. 7th Floor. 
Government Office" Compk'. 
Jalan Duta. 
51~80 Kuala Lumpur 
Tdeph11n1_·· 11n ! "<i-lllfn' ~<i-l>i!l '~' ~<i-1"41~~ 

(c) flu• Contra<"l.'i A<"I 1950 (Rt•risccl 1974) (A<"I 136) 

The law relating to i:ontr;icts in M;1lay,..1;1 is cont;1ined in thl· Conrr;ict"' Art. 1950 I Re\i,ed 197-11 I .-\.-t 
l.'61. Engli"'h law relating to contr;1ct"' i"' applicahk in Malay 'ia. hy virtue of the Ci\ ii L1w A.-t. l'J56 
tRevi,..ed 19721 only in the ahsence of any e\pre" prO\i,ion in thl· ('ontrai:h Al·t. 

For further information i:ontal'!: 

The Allorney -C iener;11"' Ch;1111hcr'. 
Bangunan Bank Ralo.yat. 
fal;rn Tang'i. 
51~XO Kuala Lumpur 
Telephone: f(I.' I :!9:!.l077 
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(d) Royalty cmd tedmical assista11ce agreements 

Companies which enler into such agn.-c:mc:nls must S<.-c:k appnwal fmm lhe Minisiry of Trade and 
Industry. 

For funher infomlation conl3\.1: 

Din .. '\.'lor. 
lndustri"'-s Di\·ision. 
Ministry of TrJJc and Industry. 
Blod 10. 71h Floor. 
Government Offices Complex. 
Jalan Duta. 5().J80 Kuala Lumpur 
T elephonc: (03 I :!5-t0033i254804-l/25-t6022 

(e) Patents Act 1983 C11ul Tracie Marks Act 1976 

Ii) Patents Ad. 1983 

Malaysia provides n-quale prolL'\.'litm in the field of industrial propeny ti.>r local and foreign im·"'-stors. 
P-Jlenl prnlL'\.'tion in Malaysia is govcmt.>tf by 1he Palenls Acl 1983 and lhc Patents Regulations 1986. 
which came: into force on Isl Ck-roher 1986. 

Under 1he said Acl and Regulation. an application for a palcnt can he made dir"'-ctly in Malaysia and 
registratitm i.s efti..'l.-riw for the whole of Malaysia a.s oppoSt.>tf 10 1erri1orial registrJlion under 1hc R-pcalt.-d 
legislalion.s rdating thert.1o. Similar to the provisirnt.s in lhe legislalion.s of other countries. an inwntion 
is patentable if ii is new. non-obvious and industrially applicable. The Act provides that a patent shall 
expire 15 years after the date of its grJnt. The owner of a patent has the right to exploit the patented 
invention. to assign or transmit lhe patent and to conclude licence contracts. Malaysia will also take 
steps in the very near future 10 accede to lhe Paris Com·enlion thus providing funher safeguards in 
lhe field of industrial propeny in the country. Malaysi;1·s industrial propeny laws accord the same 
treatment for both nationals and foreigners. 

liil Trade Mark.o; Ad. 1976 

Trade 01ark protection in Malaysia is governed by the Trade Marks Act 1976 and lhe Trade Marks 
Regulation.s 198.l The above Al'I. which is moJcllt.>tf on the At.-is of some of the industrializt.'ll countries. 
provides effective and ade4uate protection for registered lrade marks in this country. If a trade mark 
is registered. then no person or enterprise other than its ow1ier or authorized usc•s n13y use ii. otherwise 
infringement actions can he laken againsl lhem. The protection of a trade mark is not limited in lime. 
provided its registration is periodically renewed and its use continues. 

(f) Acqui.'iiti011 of A.m•ts. Mergc>r.'i and Takc•-m·er.'i 

For details on Guidelines for th~ Regulation of Assets. Mergers and Take-overs. please conlacl: 

The 5'=cretary. 

Foreign lnvcsrment Commillee IFICI. 

Econimtic Planning Unit. 

Prime Mini,ter·~ Depanmcnt. 

Jalan Daro· Onn. 50502 Kuala Lumpur 

Telephone: HUI 2.lOOLH/29.U.H:l 

Fl·cs 10 he paid lo lhc Registrar hy a l'1m1pany havin!! a share capilal: 

h1r rej!isrralion of a company whose nominal share capital doc, nor C:>.l·ced 

M'S 25.111111 

hn n:j!is1ra1ion of a l'ompany whose nominal share capital e:itl·ccds M'S 25.000 

1hc ahm·c fee of M'S 500 with the li1llowin!! additional kcs rq!11la1cd an·ordin!! 

10 the arnounl of nominal share l·apilal: 

For every M'S 5 .000 of nominal share l·api1al or parl of M'S 5 .000 ;1lkr llw 

lihl M'S 25.000 up 10 M'S 50.000 

MS 51111.1111 

M~ :!~UICI 
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Fur .:wry MS 5.000 uf nominal share: capital or pan uf MS 5.000 alkr th.: 

liN MS 500.IXlll up 1t1 MS I .IXXJ.lXXl 

For t..'Wr} \tS 15.lXXl uf nominal share: capital ur pan uf MS 15.lXXJ alti:r th.: 

lirst MS I .lXlll.lXXI up tu MS 50.lXXUXX> 

Fur t..'\.t..'£} MS 20.lXXl of nominal share: l·apital or pan of MS 20.lX)() afti:r th.: 

first MS 50.lXXUXXl 

MS 20.lXI 

MS llUX> 

MS 5.lXJ 

!'\o company shall hi: liahk to pay any gri:ati:r amount of lt.-.:s than MS 65.lXXl taking al.·count of th.: 

ki:s paid on ri:gistration in th.: case: uf an im:ri:asc: of share: capital afti:r ri:gistratiun. 

Otlrl'r fi't'S 

On application for si:arch of name: 

On application for th.: ri:sc:r\atiun of a name: 

For granting <:\tension of time: for th.: ri:si:r\ation of name: for a funhi:r pi:riod 
alkr th.: first ri:si:r\ation 

On lodging Anidcs of Ass.1':iation of a company 

\IS IO.lXI 

MS 25.lXl 

MS HUXl 

MS 20.00 

For ri:gistration of a fori:ign company. suhject to paragraph lhl of item 17 of th.: Second Schcduk. 
Companies Act 1965. the kc: is equi\alcnt h• th.: appropriat.: ii:.: prcscrihi:d in rcspi:ct oi a compan} 
rcgistcr.:d or incorporated undi:r Pan Ill oi this Act: and where the foreign company has no share: 
capital and i:ngag.:s in trade. commcrl.·e or industr}· induding transponation. the kc is abo i:qui\alcnt 
to th.: ma,imum kc: in respi:ct of a company with a share capital registered or incorporated under 
Pan Ill of this Act. 

So11rn·: l\tlDA. /11corpor111i11g 11 Ma1111jitc11tri11g Companr I Kuala Lumpur. Jul} I 9XX1. 

E. LEGAL FRAMEWORK GOVERNING TRANSFER OF TECHNOLOGY 

Polin 

All manufal·turing proj.:.:ts licensed h} the Ministr} oi Tri!dl• ;mJ lnJustr~ 'houlJ oh1ain the prior 
\\ ri1t.:n ;ippnl\al 11f the \linistry before entering into ;iny agrei:menl imoh ing for.:ign p;inncrs. 

This i' don.: to .:nsur.: that: 

f i I the agreem.:nt will not impose unfair ;ind unjustifohk res1ric1ions or hanllil·;ips on the h-.:al pan~: 
f ii I the ;1gre.:111.:ill "'ill not be prejudicial to n;11ion;1I ioter.:st: and 

I iii I lh.: pa} 111ent of fees I if applicahlcl \\ill conun.:nsural.: \\ ilh th.: Ind of lechnolog} lo be 
lr;m,fcrr.:d. 

T_\pc mu/ 11a11m· rf agrt'<'l1l<'lll.\ 

Technolog} lran,fer ;1greem.:nts co\cr licenl·e rights m.:r spi:l·ilic pn-.:e"'-''· tl1r111ulac or 111;111111;1.:turing 
1.:chnolog} 1111;1} h.: palcnl.:d or unpa1.:n1ed1: 01her kn111~ ledg.: ;md .:\penis.: ncc.:"ar} for lhc selling 
up of a plant: and pro\ision of \arious l.:l.·hnical ;1s,is1ance ;md supponing s.:n il·.:,. 

t:nder lhcsc 01nangc111c111s. specific agr.:.:111.:nts .:ntcr.:d could be m lh.: form 111: 

Iii Joinl Venture Agrc.:m.:nt 

An agro:.:n:ents 10 ,.:1 up a joinl v.:n1ur.: 01111pan} bel\\een two or mor.: par1i.:s imol\ing lol.·al 
and for.:ignl.·r,. 

I ii I Technical Assi,lanc.: 

An agre.:111ent hl.·1w.:.:n 1w11cir11111r.: pani.:' wlwre nn.: pan} will pro\i1k lhc 1.:d111il-;1I a"i'lalll"l.' 
and ~now -how for lhe manufoclllfl' of l"l·rlain prodUl.'I' for a Cl'rlam amount of k.: fll} all}. 

liiil Know·ho\\ Agrl'l.'llll.'nl 

Basically thl.· 'allll' as in 1ii1 ahml'. 
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ti' I Lil·cn('c Agr1..-c:mcnt 

An agr1.-c:mcnt hc:tw1.-i:n Li('cnsc..-c: anJ Lil·cn..;or \\here the lancr grJnts lil-c~·c right 1t1 the Li1.·cnsc..-c: 
to use its patcms. trademarks and other industrial intdlc('tual propcnic, ti.ir the manufa('turc 
of ('cnain produ1.·ts for a ('cnain amount of kc'royahy. 

f\") Patent and Trademark Agr1.-c:mcnt 

An agr1.-cmcnt hc:twccn two or more panics where one party giws the right 1t1 the other to 
use its patents anJ lrJdcmarks li.ir the manutih:turc of ('cnain pmdu1.·ts for a '-·crtain amount of lt."C. 

f\i) Sales Ctimmission Agreement 

An agreement hc:twccn to or more parties where one party will pnwidc marketing assistan('c 
scrvi('CS to the other li.ir a ('Crtain amount of sales commission ti:c. 

f\iil Turnkey Contra1.:t 

A nmtra('t hc:twccn two or more parties where the contra1.·t is awarded 10 one of the panic' 
to pcrfom1 all stages from initial to final stages inclusive of rnnsuhan1.·y. managerial. tc('hni('al 
scrvi('cs and others until the ('1mtra('tual proje1.·t is ready for immediate ('ommcr('ial pnidu('tion 
or final use. 

(\"iiil Management Agreement 

An agreement hc:twccn two or more parties where one party will pro,idc the management 
scrvi('cs to the other in return for payment of management kc. This normally c\ists in the 
management of international class hotels and 10 some C\tcnt in ma!lufa('turing. 

G11idl'ii11t'S 011 transfi'r of tech110/ogy 

Agreements on transli:r of tcl·hnology must ddinc in dctai: the following: 

Ii I technological ('Ontcnt and principal ti:aturc' of tc('hnology or pnl('css. 
t ii I anti('ipatcd pniduction. 

liiil quality and spccifi('ation of pnidU('ls. 

I i\"I pani('ulars of lcchm('al assistan('c scrvi('cs and manner in whi('h they arc to he: pro,idcd. 

The lranskr of technology must he: cfti:('tcd through the following: 

lal Access to impronments 

The le('hnnlogy to he: supplied should in(',1rpora1c: 

Ii I 1h1.• latest dc,clopmcnl known to the supplier 

I ii I al·('css lo innovations:hrcakthrough m tc1.·hnology. including new patents applied for or 
registered. 

1h1 Remuneration for technolog~ 

P;1ymcnt or 11.·('hnology ('an he: in the form of ;1 ·fi,cd lump 'urn fee· or a ·running royally· or a 
~·1imhin;::ion of lumjhmii l~c .anJ running royaily for a spc('1f1.:d period of time. I.ump sum paym.:nls 
;ir.: 1N1ally allowed in 1.·;1s..·s where the kno\\-ho\\ l'an he: fully and ('omplctcly lransforrcd and ;1hsnrl":d 
within a sperified pcri1id of !1mc. The mc1t111\I of payment 1h;1t is preforahlc is the running royalty 
hascd on net sales. Initial lump sum payments in addition to royalties ;ire not cn('ouragcd hy the Ministry. 
Wh1.·rc s1K·h p;1ymcn1s arc rc4ucs1c.·d ii 'hnufd he: only for the.· rc1.·o,ery of adual c\pcnscs in1.·urrcd 
hy the.· l.i1.·en,11r for prdimin;iry servircs pro\ ided 10 the.· l.il·cnsec. 

lrl :\lethod of pa~ment 

f II Royalty is 11np111cd in relation lo rhc kvcl of ICl'hnology ;rnd prin1.·ipal clcml.'nls of tr;111sfa. 
l>cpi:nding upon lhl· mcrirs nf l.'a1.·h 1.·a,I.'. a r;1tc of I per 1.·.:m lo 5 fll.'r l·ent of 111.'I saks ran 
he.· l'On,i1krl·1l. Whal.' 11.•rhnnfn)!y lran,f.:rr1.·d is not highly sophisti1.·ated. the r;1t.: allo\\1.•d hy 
tlw Mini,rry is us11;11ly around 2 per 1.·1.·nr of n1.•t 'aks. ( f'lkt sal.:s is dl'lin1.·d a' gross s;1ks II.·" 
'ak' di,rounts or rl.'turns. transport l'O\ts I indudin)! frl.'i)!hO. insurann'. dutie'. ta't'' and 11rher 
1·har)!1.''· and wh.:re applirahk. 1.·nst of raw ma1c.·rials. parts ;md l'omponcnts i111port1.·d from 
rhe for1.·i)!n 1.iren,or 1.·0111.·1.·rncd or i" whsidiari1.·s. I 
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(ii) Pr.iclice of i1emiza1ion of ser\'ice under separ.ue agn-emenls are discour.igeJ. 
t iii) Capitalizaiion of know-how tees/royalty is not encour.igeJ. 
( i\') For the motor vehicle a.'iSCmbly. heavy mad1inery. l.·onstnx.-iion rtlal.ilinery and related industries 

where basically assembly oper.itions arc inVllh·cd. royalty payment is not allowed. 

Cd) Duration and renewal 

(i) Dur.ition of agn.-ement should be adequate for full absorption of technology. The life of any 
patent relating to the tl.-chnology is also taken into consideration. 

(ii) An initial period of five years is normally appmved and any renewal is subja.-i to prior appnl\'al 
of the Ministry. 

(e) Training 

A pro\'ision for adequate tr.iining for the local company·s personnel in the technology supplier·s plant 
facilities as well as in-plant training in the local company·s plant should be incorporated and dearly 
specified. In the case of the former. the number of personnel to be trai11t.-d. the areas of training and 
its dur.ition. together with arrangements and the facilities to be made available for the tr.iining should 
also be defined. 

The costs of training should be borne by the technology supplier but all expenses related to salaries. 
wages. living and travelling allowances should be borne by 1hc local company. 

( f) Patenl~ and Trade Marks 

Patents and lrade marks may come as one of the components of the whole technology transfer package. 
In the case of patents. it is of utmost imponanl·e that those patents involved in any process know-how 
he explicitly detined in the agreements and the local company is granted the user rights over all such 
parents. Where the life of the patent extends beyond the duration of the agreement concerned. an 
arrangement should be made for continued u~ of the patent after the expiry of the agreement. 

lg) Confidentiality/Secrecy 

Confidentiality of information should be confined to the duration of the agreement only. 

Ch> Guarantee/Warranty 

The agreemenl should define guarantee with respect to the production capacity. product quality and 
specifications and other features of the manufacturing process. 

Ii> Taxes 

A withholding lax of 15 per cent is levied on payments made to foreign suppliers of technology and 
this tax has to be home hy the foreign recipient. Exemption under Douhle Taxation Agr•~Cm••nt whc•re 
applicahle has to be made to the Ministry of Finance scparalcly. 

IJ) Sales Territory 

The local company should be free 10 sell lls produn· (manufactured with lhe licen:-.ed lel·hnologyl 
in lhe whole of Malaysia and all other countries except where lhe foreign lechnology supplier is 
manufacturing direclly or where he has gi\'en exclusive righls lo others or where he is legally not 
empowered to .1llow sales hased on his tel·hnology. 

lk> (;overning Laws and Arbitration 

The gowrning law' for any technology 1rans1Cr arrnngemenl should be Malaysian laws and arhitralion 
proceetlings musl be l·ondul·led in Mal;1ysia in al·cord;mce wi1h either rhe Malaysi;m Arhitrati1>n Acl. 
1952 !Revised 19721 etr rhe United Nations Commission on lnternarional Trotde L1w lllNCITRAl.I 
Arhirrarion Rules and l'ond1K·ted al Asian· African Legal Consultar;H· Cornmillee f AAl.CC1 Rl·gional 
Cenlrc for Arhitrarion. Kuala Lumpur. 



142 Investment Information and Opportunities 

ltu/11.'itrial am/ i111ellec111al properry protectio11 m Ma/m·sia 

(a) Patmls Ad. 198..'\ 

Malaysia pnwilk.-s adc.'ttWIC pmk'\.1ion in lhe field of indu.'\lrial pn¥ny for local and t"l,rcign inw!\lor... 
Parent pmk-clion in Malaysia will he gowrR\.'ll hy 1he P..ucnls Acl 1'>8.l and lhe Patcnls Rcgula1ion.' 
1986. which ca~ into force on 1st Oc1tkr 1986 

Under lhc said Act and Rcgula1ion.'. an applicalion for a patent can he made dirc.-ctly in Malaysia 
and rcgis1r.llion is dli..-ctivc for the whole of Malaysia :i.' opposc.'ll lo lcrritorial rcgistr.uion.' under 
1hc repealed lcgislalion.' relating 1hen.10. Similar to the pnwision." in the lc.-gisla1ion.' of olher countric.-s. 
an in\'cntion is palcntahlc if ii is new. non-tth\·ious and is indusrrially applicable. The Act pnnidc.-s 
1ha1 a palcnl shall expire 15 years alicr 1he date of ils grJnl. The owner of a palcnt ha' 1he righl lo 
c'ploil lhe pa1cn1t.'ll in\·cntion: 10 :L'isign or lrJn.,mil !he patent anJ to conduJc lk.-cfk."C con1r.11.1s. Malaysia 
will also lake sleps in the \'cry near fu1urc 10 accc.'llc 10 lhe Paris C'on\·cmion 1hus pnniding funher 
safeguards in 1he field of induslrial pn¥rtY in ihe Ct'Unlry. Malaysia· s indusrrial pn¥rtY laws accord 
lhe sa~ 1rca1mcn1 for bolh nalionals and foreigners. 

lhl Trade l\lark.." Ad. 1976 

Trade mark prnteclion in Malaysia is gm·erncd by 1hc Trade Marks AC!. 1'>76 and 1hc Trade Marl..s 
Regulations 1983. The abtl\·e Acl moddlcJ along 1he Acis of some of 1he indus1riali11.'ll Ct'Unlries 
pro\'idc.-s efti..-cli\'e and aJc'luale pro1ec1ion for registcrc.-J lradc marks in 1his ct'Unlry. If a trade mark 
is rcgislen.-J. then no person or enlerprisc 01her than its owner or authori11.-J users may use it. 01herwise 
infringement actions can he laken againsl lhem. The pm1ec1i11n of a trade mark is nol limitc.-J in tin~. 
pm\'ided its registra1ion is periodically renewed and ils u,;c con11nues. 

(c) ('opyright Ad, 1987 

Copyright protcclion in Malaysia is gowrncd by 1he C'opyrigh1 Acl. llJX7 !Act .H:!1 which replaced 
an1.l r:.:pcalcd lhe C'opyrighl Ai:t. 1%9. The 1987 Acl 1.·amc into fori:e on ht December. 1'>87. The 
Copyrighl Acl. 1987 nol only pro\'idcs for a heller and more comprehensive prolc."Clion of copyrighlablc 
works hu1 also many peripherai issues pertaining 10 cnpyrighl. The Acl oullines 1he nature of works 
eligihle for copyrighl. which indudc compu1cr sof1ware. lhc scope of proteelion and lhc manner in 
whii:h 1he pro1ec1i11n is ai:i:orded. Duralion of copyrigh1 pmleclion has hcen increased from 25 lo 
50 years under 1he new ai:t. A uni'lue fcalure of 1he Acl is 1he inclusion of pm\'isions for enforc.·ing 
lhe Ai:I whii:h include such power lo enter premises suspected on ha\·ing infringing 1.·opies. power 
In search and sci1e infringing i:opies and i:ontri\'ances. and a special ream of offic.·crs 111 he appointed 
lo enforce lhc Act. Foreign works arc also pro1ei:1ed if lhcy arc made in Malaysia and arc puhlishcJ 
in Malaysia wi1hin 1hirty Jays of !heir lirsl puhlication in rhc country of origin. Pro1c1.·1ion ai:corJcJ 
111 foreign works is similar lo nalional works. The Copyrighl Ai:I. 1'>87 also prm·iJes pro\·isions for 
Malaysia 111 e'lcnJ lhe use of lhe Ai:I inlcrnalionally. 

Soura: Malaysian lndus1rial Development Au1hori1y 1Mll>A1. Malania: /11l"l'.\lm1•1/f in tht' 

Ma1111/ac111ri11g S1•1·1or · Poli.-it•.\. /nn•l/fi l"t'.\ 11111/ Pmt"l'1/11rn I Kuala Lumpur. Marc.·h 19901. 

F. INVESTMENT INCENTIVES 

The princ.·ip;il in1.·cn1ivcs for the 111anufa1.·1uring. ;igricul1ur;il ;md 1imris111 'ec.·ror' ;irl· 1.·e1111;1ined 111 rill' 
Pro11101ion of lmcslmcnls Ai:t. 1986 and rhc lni:ome Tax Acl. I 'Jo 7. Thl· lil\1.'' applied 1111.·11111p;111il·s 
in Mal;iy,ia ;ire in rhc form of inc11me la' of 40 per 1.·enr and dnd1•pmenr la\ of 'i per 1.·enl. 

Trpt'.'i of i11n•11tfrt•s amilahlt• 

A. •·or lht' manufarlurinJ,t serlor 

I . Pionc.·cr Sra111' 
., lnve,rmenl Tax Allow<tnl'e !IT A I 
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_,_ Aha1en1':'nl of Adju.,k-J Income ti.,r manul~1uring companie, 1ha1 an:: 
Ii I Local1L-J in pmmo11L-J inJusrrial area.' 

Ciil R1L-siJ.:n1 small-scak manul~1uring companilL"" 
I iii I Compll ing wilh gowmmenl policies on cmplol n1':'nl or c;1pi1al pani1L·ipa1ion 

in inJu."it~ 
Ii" I E:\poning sdf-manul~1un.-J pmdoch 

..f. Accdcral!L-J Dt.-pn.'\:ialion Allmi.·alk.-c 
5. RcinR'Slw.enl Allowalk.-c 
6. Double Dt.-Jlk.1ion for pnllno1ion of C:\pons 
1. Double Dt.-Jlk."tion of E:\pon Cr1L-Ji1 ln.,uraocc prcmiunt' 
8. locenliws for n.-sc:arch anJ J.:wlopn1':'nl: 

Iii Do11blc Dt.-Jlk.1ion of e:\pcn.'i!L"S ilk.-Urr1L-J by a person on sciemific r1L-sc:an:h 
rdak-J In his busilk."S..' 

I ii I lnJusrrial Building allowance for buildings ux-J for purpo..es of :1ppnn1L-J 
r1L"Sean:h 

liiil Capital Allowance for plan! anJ machine~ USIL-J for purpo..e, of appnn1L-J 
n."Search 

9. lnccmi,cs for Tr.tining: 

Ii I lnJusrrial Building Allowance USIL-J for purposes of appm\1L-J Ir.tining 
I ii I Double Dcd1k.1ion of opcralional e:\pcn.o;es 

IO. lnJus1rial Building Allowance for buildings USIL-J .._, warehouse' anJ as hulk 
sroragc installa1ion, for sloring goods li.lr c:\pon 

I . Piolk.-cr S1a1us • 
., I nvcs1men1 Tax A llowancc ( IT A I** 
J. Agricul1ure Allowar.cc 
..f. E:\pcm Allowance 
5. Ahatemem of Adjusted Income: 

Iii Localed in promoted inJus1rial area-. 
I ii I Residem small-scale manufacturing companies 

1iii1 For expclrt of self-manufactured producls 

liq For complying wilh gm·emment pcllicies on employment or .:api1al 
panicipation in industry 

6. Douhle Deduction of Expon Credit Insurance premiums 
1. Douhlc Deduction for promotion of cxpcms 
M. Accelerated Dcprccia1ion Allowance 
9. Rcinve,tmcnl Allowance 

IO. lncentiws for research and development 

11. Industrial huilding allow;mce for huildin!!s used as warehouses and hulL. slnrotge 
installalions for sloring goods for e:\ptln 

C. l'or the touri'im indu...ar,-

I . Pioneer Sratus 
., IO\·cs1mcn1 Ta>. allowance (IT A I 
-'· Industrial Buildin!! allowance 

..f. Tax cxcmp1ion f1•r tour opcrarors hringing in ;it lc;isr :'iOO foreign lnuris" 

• Apan from .-.impanin. ai:ro-h;"cd ,·o·opcr;Ui\·c '"':icll1''· a"11n;111on,. "'"° prorn•·tor,h1r' .md p;inn.-r,h1p' 
"'lcly cni:ai:cd in ai:n1·11lrurc arc al"' clii:1hlc for 1hcs.· 111,·cnll\o:,. 

• • Tradmi: .-ompamc' "ha.-h nporr ai:nn1l111r,· produ.-1· ;md pr11th11·1, 111;1nula1·111rl'll 111 ~f;il;1~ '1;1 ar1· d1i:1hk 
lor Iha' m.-c!lll\.: 
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D. Othtt inttntins 

In aJJition to the ahln-c in1.:cntiws pnwiJt.-J li.lr unJcr t~ Promotion of ln\"cstntc:nts Act. 1986 anJ 
t~ lnconk: Tax Act. 1967. nt~r inccnti\cs arc also a\·ailablc. t~ principal one.~ being: 

Export Crt.-Jit Rdinancing Facility fa\"ailabk hl t~ manufacturing anJ 
agricultur.il St.'Ctorsl 

Spt."Cial inccnti,·cs for the rubber pmJucts inJustr} 

Exemption from customs Jutics on Jirt."Ct r.iw matcrialsicomponents. JcpenJing 

on w~t~r the finisht.'\i products are for the Jomc:stic or export markets 

E'cmption from customs Juty on nearly all machirter}· anJ '-"luipment which is 
not pmduct.'tl ltlCall y 

A Double Taxation Agrt.-ement which ha..; bt.-en siglk..>J with \"arious countries 

lmcstors may St.'l:k guiJant.·c from MIDA on the types of inccntiws they arc likdy to obtain for their 
pmposeJ projt."Cls. 

Pioll<'<'r Stt.lll.'i 

Cnmpanic-. grantcJ Pionc.:r StalUs can enjoy a la' rd id perioJ of 5 years commencing from the Jatc 
of proJuction. The ta' rdid is from income ta' of 40 per cent anJ dc,·dopm·:nt tax of 5 per cent. 

This inccnti,·c will he granted to companies manufacturing products or engaged in acti,·ities on the 
list of priorit} acti\·itics and promoted products. 

To encoura).!c expansion and rein\"estnk:nt. piolk..-er companies unJertaking manufacturing acti\·ities 

arc eligible for a further 5-ycar tax relief period on meeting certain conJitions as determined by the 
Minister of Trade anJ Industry. The criteria arc: 

Iii The company·-. fi'cd assets lexduding land> al the end of the initial 5-ycar period rc:aches 
al least MS 25 million 

or 

I ii I The company· s employment lewl reaches at least 500 full-time ~falaysian workers hy the end 
of the initial 5-year period 

or 

f iii I Any factor that at the discretion of the ~linister of Trade anJ Industry. would contribute towards 
promoting and enhancing the economic or technological dc,elopmcnt of the country. 

In the agricultural sector. a company undertaking integrated agri1.:ultural acli\itics ;mJ fulfilling any 
111 !he afi11,·c l·nnditions is cligihlc for the li\c-ycar c'tcnsion. 

The additional years of la' relief. howc\cr. applic' only to the manufal·turing al·ti\ily of the company. 

In the tourism industry a project granted Pioneer S1a1u, i' limi11.•1.I lo a li\c-ycar ta' relief period. 

:\ li,1 indicating the promo;cJ produl'ts ;md al'llntics that arc d1g1hlc for the c\lcnsion nf 1hc ta\ 

relief pcrio1.I is found in Anne\ l.G. Where a l'nmp;my di\crsilics into a different promn1cd a..-ti\ ity 
or produ1.·1. separate Pionc.:r Status l'an he µr;mtc1.I for the additional promoted prod1KI or ;Kli\ ity: 
the la\ relief pcrin1.I in thi' in,tanl'c will l'ommcn1.·c frnm thc pni..h...-tion d;11c of the ;1d1.li1ional promoted 
proi..1111.·1 or ;...-ti\ ity. 

Sqxirate ;...-1.·ounh arc re4uircd In he 111aint;11ned in respc.-1 of an a1.IJi1ional promoted a1..·ti\ ity or promoted 
pr1i..h1..-r "' well as a1..·ti\ Ille' or prod1...-r.. for w h1l·h Pioneer Status is not gr;mtl·d. 

:\ 1.·omp;my granted Pioneer Slallh j, also en111lcd lo the initial allowan1.·1.· ;md annual allow;m1..·1.· on 

qua' ify ing r;1pi1a! npt.·n1.li1ure ;md 1h1' e\pcmli1ur1.· inrnrred during 1h1.· la\ relief pcri1 i..1 may he rarri1.·d 
forward and 1rea11.·d as 1..·ap1lal e\pt.·ndilllrl" inl'l1rrcd on 1h1.· day follow mg the en1.l of 1h1.· la\ re lid pt.·rni..I. 

1'1orw1.·r ''"' ... ' mnirr1.·d during the la\ relid pt.·ri1i..l 111ay ti..· 1.·arned for\l;ird and off,el aJ.!alO'I a"1.""ahk 
111..-01111.· 111 the posl la\ rd1d pt.·riod. hul lhe ;1111ounh 'o rarnnl forward 11111'1 ti..· n1.·1 I'"' 1.1.·. lnl;1I 
lo,,e, le" lolal profi" 111a1k dunnµ 1h1.· la\ rd1d pt.·no1.I and after 1.kdul'11011of1ho,1.· p1nnecr 10"1."' 
"h1d1 h;l\1,' h..·c1; al111w1.·.I ilJ.!illlhl Jl••ll p111111.·1.·r 111'111111.·. 
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/m·estmem Tt.u Allowa11ce 

This is an altcrnali\·c ilk.-enli,·c 10 1he Piolk.-er SlalU..'i and is also a\·ailablc to l."ompanics manui~turing 
promoll.-d pmdul.1S or cngagt.-d in promoll.-d a1:ti\·itit.-s. 

A rnmpany grJnll.-d the ln\·estmcnt Tax Allowanl."c CIT A I may he gi,·cn an allowalk.·c of up to llX> 
per l.-Cnt in n.-spt.'l."1 of qualit"ying 1-"apital expenditure* iocurn.-J wi1hin 5 ~cars fnm1 the date of apprmal 
of lhe pmj\.'Cl. 

A company grJnk-d IT A in n.-Spl.'Ct of a promol\.-d a1:ti,·ity or product di,·crsilYing into a different 
pnl1111.11t.-J al.1i\·ity or pnllilk.1 l."311 he grantt.-J a St.-parJlc IT A appnwal !(,.- the aJJitional pnmx11t.-J al.1i\·ity 
or pnlduct. As in the ca..;c of piolk.-er l."ompan:t.-s. separ.ue accounls are requin.-J to he maintaiO\.-J. 

In ,·iew of the limc lag hetwt.-e·. slart up of lhe agriculturJI proj\.'l."ls anJ pmct•ssing of the pnlduce. 
intcgrJtt.-d agricultur"! ~iO.Jl.'Cls arc eligible ti.1r ITA for ano1her 5 years for cxpenl!iture iocurn.-J for 
their manufactur;'.lg al."ti,·ity. 

Where an IT A is gi,·en to a company for a year of a.'-'iCS.'imcnt. as much of the adjustt.-d income of 
the co:•tpany for the ba.'iis peritld for that year as is t.'qual to the amount of the allowance cor to 1he 
aggregate amount of any sul."h allowances a.'i the ca..;c may hel shall he exempt from tax for that year 
of a.'i..'iCssmcnt. 

Where iocomc for the year is insufficient to offset the allowance which the company is e11titlcd to. 
then a.'i much of lhe allowaoce in question a.'i cannot he giwn for that year shall he deefll\.-J to he 
allowance to he gi,·en lo lhe company for the first suhscquent year of a.'iscssmcnt for lhe basis period 
for which there is aJju..'ilcJ ioc1mic from thal hu..'iiD\.'s.'i. ar.J so on for the suhSl."qucnt years of a.'i...essmcnt. 
until the company has r\.-ceivcJ 1he whole of the allowan..:c to whil."h it is entitled. 

The Minister ofTraJe and Industry has apprtn-1.-J certain criteria 10 he uSt.-d in awarding 1he lm·estment 
Tax Allowance for manufacturing. agricultural and 1ourism proj\.-cts. 

Ahatemt'lll of Ac/j11s111u'1ll Income 

Cil A•t Abatement of 5 per cent of the AJjus1ed Income for a minimum period of 5 years is ~ranteJ 
10 residenl manufac1uring companies 1111.."aled in ga1ctted ·promolcJ industrial areas·. 

Ciil An Abatement of 5 per cent of 1hc AdjusleJ Income is granted lo resident :-mall-~alc 

manufacturing companies (i.e. companies with shareholders· funds of nol more: 1han l\1$ 

5CXUXX)I for a peri1iJ of 5 consc:culiw years 1.·ommcncing from lhc year of l."ommcnccment 
of business. 

I iii I An Aha1emen1 of 5 per cent of the Adjusted Ir.come is gramcJ to companies l."omplying with 
the gowmmeni"s policies on capital participalion or cmploynicnt in inJustry on or alicr I. I .19!!6 
h:\duJin~ ihusc: "hid1 1.ump:icJ llCforc i. I. 191\61. Compiiam:c in this ..:ontc" refers lo: 

- l·api1al participa1i1>n. whcr'"· al icasl .~O per ..:cnl of equity ... houlJ he hclJ hy Bumipu1cra 
Malaysians throughoul lhe year. 

or 

where the ra..:iai composition of lhc cmrloyccs at all le\ els for th;il year rclkcls lhe multir;1ci;1I 
composilion of 1hc country. 

(iv1 An Aha1cmcn1 of Adjus1cJ ln..:ome for ell ports is granleJ lo resident manufacturing companies 
exporting. dirccliy or through agents. proJu..:ts whi1.·h arc manuf;11.·tureJ in Malaysi;a. ** The 
;imount of the aJjustc1I income to he ;ahatcll shall he an ;amount c4uai 10: 

(<ti a rate which is cquivalenl 111 50 per cenl of 1he proportion of export sales lo tot;al s;ales: anti 

(hi 5 per cent of the value of indigenous Mala)sian rn;11erials which arc incorporalcll in the 

manufaclure of lhc rrodu..:ts e:<ported. 

Dividends issued out of lhc ;1111oun1 abated arc t;i:< c'tcmpt in lhc hands of sha~choldcrs. 

• Tn enillllc 111;mufac111r1ni:. aj!nn1l1ural and lnun,111 prn1•·•·" i:r;mlc1l lh•· IT A In 1knv,· '""' .. 1111111 t>..·nd1t frn111 
this in.:enllvc. the 1cr111 ·quahfymi: npcmhturc· ''defined d1ffcrcntly to lak,· mto ;1<·,·1111n1 1hc vaned nature of 
1hc projcl·ts m thc'c three -cl·tor,. 
• • A nu111hcr of prnlllll'h whil·h have only hccn 'utt1ccfl·d to ..,,.,,,. pnll·c"m!! arc c'dllllc<I Thc'c ;ire la,fl·•I 
m Appcndi' VII ,,f Mll>A. Malanw /11t't'11tin•.• for /11d11•tn· f Kuala 1.mnpur. I '>KK). 
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.-kct'iaatt•tl Depn-ciati011 Allmnmn· (ADA) 

In onkr to cn.:,,urJg'-· the cslahlishmcnt. moJcmiJ'alion and c\pansion nf industries or a.:ti\'ilics. an 
A.:'-·dcratcJ Oepr'--.:ialion Allowan'-·c in the form of an initial allowan.:c of 20 per .:cnt anJ annual 
allowan.:c of 40 per .:cnt is granted to '-·ompanics in.:urring 4ualil~ ing .:apital c\penJiture on plant 
anJ ma.:hinc~ hcfore .H. l~.19M8. 

Rt'i11n'.'ill1U'lll Allmnmn· (RA) 

c,,mpanies engag'--J in manufacturing which incur 4ualitYing capital e\penJiture for the purpose of 
C:\pansion hcforc 31.1~. ll)l)() can enjoy this incentive. The RA is in the form of an allowance of 40 
per cent of capital c\penJiturc on plant. machine~· anJ facto~· huilJing incurred on or alier 1.1. ll)XX. 
t For companies which incurred 4uaiii~·ing capital c\penJiture for the purpose of c\pansi,,n hcforc 
1.1.l lJXX. the pre\ ious RA rate of 25 per cent will apply. I 

Do11hh· Dt•tl11ctim1 ji1r Promotion of Erports 

C cnain C\penses incurr'--J hy resident companies for the purpose of St.-cking opponunitics for the c\pon 
,,f proJu'-·1s manufactured in Malaysia arc digihk for douhk JeJu'-·1ion. The c\penscs that 4ualify 
arc C\penses incurred on: 

o\'crscas aJ\·ertising 
supply of free samples ahroad 
•~\port market research 
preparation of lenders f,•r supply of goods o\'crscas 
supply of technical information ahroad 
puhlic rdations work connected with C\ports 

C\pensc' directly anrihutahk lo the nhihils and or participation rc4uircJ in traJc or industrial 
nhihition" apprO\cJ hy the Minister of TraJc and Industry 
fare" in rcspe.:1 of lra\'d o\'crscas hy cmp!oyccs of '-·ompanic" for husinc"" 
accommodation anJ sustenance c\penscs in\.·urrcJ hy Malaysian husinc .... mcn !!"ing 0\ crscas 
for husincss. suhjc'-·1 10 an upper limit of MS ~110 per Jay 
cost of maintaining saks offices O\'l..'rscas for the promotion of c\ports. 

Do11hlt• tlc·tl11crim1 of <'Xport crc·clil in.mrtma prnnitmu 

To cn"·our;1gc c\portcrs lo penetrate into non-1ra<li1ion;1I markch. ,Jouhk dcduciion is ;1llowcd li'r 
premium payments in respect of c\port credit insuran"·c insured with a cornp;111y ;1ppro\cd hy the 
!\I inistcr of Finan'-''-'. This 1s cllccll\'1..' lrorn year of assessment I 9XtJ. 

lnct'llfil't'.'i for rt'.Wt1rd1 ancl dt'l't'lopm<'llf 

!ii l:\(l\.'nscs of a rc\'cnuc n;11url' innirrc,f hy ;1 person on ''-·icnlilil· rcscar..:h rd;1tcd to his husinc" 
;111d dircl'lly undcn;1kcn hy him or on his hchalf arc digihlc for dcduciion. Rc,cnuc c\pendilurc 
inrnrrcd for rc,c;m:h apprmcd hy chc Minister of Fin;111.:c is cligihk for douhk dcdUl'llon. 

I ii I lmlustrial Building :\llowan.:1: in th'-· form of an initial alh1wanl'l' of IO per l'Cnl ;md an annual 
allow;111.:c of~ per .:enc is a\ail;1hk for huildings us"·d for purpt"'-'' of appro\cd ri:sc;ird1. 

I iii I Pl;1111 and rn;K·hincry us"·d f11r purpt"I..'' 11f ;1ppn "·"·d rcscar.:h ar"· digihk f11r "·apical ;1ll11wan"·cs. 

lnn·nlil't'.'i for training 

Ill lnduscrial Building :\llow;m.:"· llBA1 is )!ralll\.'d lo a lolllpany wh1"·h ha' mnirri:d l.'\pendilur"· 
on huildlll)!' usi:d for approvi:d indu,1n;1l 1r;11111ng. Th"· 111n·nt1\\.· .:on'i'I' of an 11111ial allowafll'l' 
of IO per '-'\.'Ill ;111d an annual allowan"·c ol ~ per l'l'lll. 

tiil l>ouhk lkdu.:tion of Operational 1:\(1\.'ll'l'' '' granll·d lo a rn;mula.:lurin)! rornpany 1ha1 has 
innirri:d l'\[l\.'nditurl· for apprml·d 1r.1inin)!. Tf11, 1nn·n1iw '' dkl'11w from the )l'ar of 
a"l'"mcnt I '>XX. 
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lnd11.'itrial Building Allowance (/BAJ 

A ..:ompany is eligible for IBA in n.-Sfll."\.1 of buildings u~-J a.-; warchoU..\«.'S anJ a.'i bulk storJgc insrallation." 
for storing goods for expon_ The IBA l-onsists of an initial allowan..:c of 10 per ..:cnt and an annual 
allnwan..:e of 2 per ..:cnL 

Agric11/t11rt' allowance 

Under the agri..:ulturc allowanl-c. cenain ..:apital expenditures in..:urrcd in agri..:ultural al·ti\·itics arc 
eligible for dcdu..:tion as follows: 

I ii expenditure in..:um.-J on the dearing anJ prcparJtion of land. planting of crops and rnnstruction 
of mads for purposes of agri..:ulturc can he written off al the rate of 50 per ..:cnt per annum 

liil expenditure in..:urrcd on constru..:tion of buildings for the welfare of persons or li\·ing 
a..:..:ommodation ..:an he written off at a rate of 20 per ..:ent per annum 

I iii I expenditure in..:urred on the rnnstruction of any other building used ti.ir the purpose of working 
the fam1 ..:an he written off over a period of 10 years. that is. at the rate of 10 per ..:ent per annum 

As long as ..:ompanies in..:ur the above qualifying expenditure they will he gi\'en this allowan..:e. 
irrespective of whether or not they have Ix-en granted Pioneer Status or the IT A. As pioneer rnmpanies 
will not benefit from this allowan..:e during their tax holiday period. the allowance will he a\'ailable 
for deduction against the post-pioneer in..:ome. 

This incentive ..:an he of substantial benefit and ptlssihly extend the number of years that the rnmpany 
is not liable to income tax on its business im:ome from agri..:ultural a..:ti\ities. 

lndu.'itrial Builcli11g Allowa11ce for lwt<•I b11ilcli11g 

The Industrial Building Allowance. which rnnsists of an initial allowan..:c of 10 per ..:cnt and an annual 
allowan..:c of 2 per cent is granted in respect of ..:apital expenditure in..:urrcd on a hold building which 
is used for the purptise of a hotel business ..:arricd on by a pioneer ..:ompany. or a l·ompany granted 
Investment Tax Allowan..:e. 

Ttu- <'X<'mptio11 for tour operators 

Tour operators who bring in al least 500 foreign tourists through group indusivc tours will he exempted 
from tax in respc..:1 of income llcrived from the business of operating such tours. This incentive. effective 
for the years of assessm..:nt 1986 10 199<) inclusive. is gi\'cn 10 operators r..:gislered and apprnn:J 
hy the Tourist 0..:vdopment C11rpt1ra1ion of Malaysia. 

Etport al/,111·t111C<' 

This in..:cntivc. designed to cn..:ouragc cxpons. is in the form of an allowance of 5 per cent has..:d 
llJl the FOB value llf cxpon sales. The cxpon allllwan..:c is grant..:d Ill: 

( i I rcsidcnl agricul111ral·cum·exponing companies. agro-bascd co-opcrativc soci..:tics. ;1ss11cia1ions. 
sok·propriclllrships and panncrships which arc sllldy engaged in the pro<lu..:1ion ;1ml ..:xport 
o!· agri..:uhural produce and 

Iii} rcsidcnl trading-cum-..:xporting companies which arc ..:ngagcd in lrading and exporting of 
;1gricultural produce ;mdillr prodUl'h which ar..: manufocturcd in Mal;1ysi;1. 

This ini:cntivc is given as a dcdui.:lion against ihc gross in..:onll' llf the cllmpany and ;1s such will Ill· 
av;1il;1hlc for sci-off ;1gains1 inclllllC frllm olhcr sllUrl·..:s in the s;1111c year. Any cxl·..:ss c;m alsll he i.:arricd 
forward a~ p;1r1 llf husincss lllss Ill be u1ili1cd in future years against any husincss int.:llllll'. 

C'llmp.mi..:s which wish Ill avail th..:msclvcs llf this inl·cntiv..: shlluld lirsl l·hcd on lh..: cligihilil) 11f 
their products. 

faport Crt'dit Rt'.fim111ci11g Sd•t'llll' 

In line with the gmcrnnll'nl's llhjc..:1ivc Ill promlllc till' growth llf cxrorh. Malaysia's C'cnlral Bank. 
Bank Nl·gara. has implemented an Expon C'rnlil Rclinanl·ing IH'RI Sch,·nw whil·h provides Malay,1an 
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exporters with short-term credit at preferential rates of interest to cnahle them to Cl•mpete more 
clli:ctivc!y in international markets. The s1.:heme is administered hy Bank Negara and is operated hy 
rnmmeR·ial hanks. The main features of the facility ar.: as follows: 

The credit is extended hy commercial hanks to exporters of goods manafacturcd in Malaysia. 
The maximum period of refinancing for all eligihlc products for pre-shipment is four months. 
and for post-shipment six months: 

Eligibility of goods li.lr refinancing under the ECR scheme is determined through a ·negative 
list" concept. wherehy products not listed in the negative list will be cligihlc for refinancing 
under the pre-shipment and post-shipment refinancing schemes provided they satisfy the 20 
per cent value added and 30 per cent local content criteria. However. these criteria arc being 
implemented llexibiy taking into account special circumstances. Currently. crude rubber. 
vegetable oil products. cocoa products. agricultural food products and textile products arc 
exempted from these requirements. For other products that do not fulfil the local content and 
value-added criteria. exemption is given hy Bank l'\~gara on a ca~c hy ca'.;e basis: 

The current maximum interest rate for exporters under this facility is 4 per cent per annum. 

The maximum amount of refinancing for each firm is M$ 5 million on an outstanding basis 
(for both pos!- and pre-shipment). but higher limits may be given on a case by case basis upon 
application to Bank Negara: and 

The minimum amount for refinancing. that is the minimum value of each substitution hill. 
is ~.-'!S 20.000 expressed to the nearest thousand ringgit. Exporters can "hunch· several smaller 
bills to make M$ :!0.000. 

/11a111fres for th£' rubba products industry 

In line with the government's policy of encouraging greater utilization of indigenous raw materials. 
a discount of MS 0.20 per kg of rubber will be given to manufacturers of export-oriented rubber products 
who purchase their natural rubber requirements from any of three g1wernmcnt agencies handling 
smallholder rubber. viz. Federal Land Development Authority !FELDAI. Malaysian Ruhber 
Development Corporation I MARDECI and Rubber Industry Smallholders D~·velopment Authority 
1RISDA1. 

A maximum discount of 20 per cent on the electricity hills will be allowed to manufacturers of ruhber· 
hased products. The amount of electricity tariff discount is determined hy the export level of the 
rnmpany. Therefore. a company exporting HXI per cent of its outpul will receive a 20 per cent discount. 
while a company exporting 40 per n·nr nf ir' n111p1.11 will r•:i:eive an 8 p-.:r c~n! \ .. brnunt fi.::. 10 p::r 
cent nf the maximum 20 per cent discount). 

So11rn·: MIDA. MalayJia lncl'fllin•s ./rir lnd1wrr (Kuala l.umpur. July 1988). 

G. LIST OF PRIORITY ACTIVITIES AND PRODUCTS ELIGIBLE FOR 
5-YEAR EXTENSIC;N OF TAX RELIEF PERIOD (PIONEER STATUS) 

Industries 

I. Integrated agriculture 

Produds/;u:tivities 

(I J Cultivarion and pnK·essing of 1.:ncoa 
C.'!l Culrivation and pro1:essing of fruits 
(J) Cultivation and pnx:essing of vegetables. tubers and 

roots 
14) Cultivalion and pnx:cssing of ~weals 
C'i) Cultivation and pnK·essing of herbs or spices 
(6) Cultivation and pnK-cssing nf es.,cnlial oil crops 
(7) C'ulrivalion and pnx:cssing of mcdi1:111al produl·I~ 

(8) Cultiv;llion and pnx:cs~ing of fodder crops or animal 
feed in)!rcdicnh 



II. Agn\.·ultural pn11.:e~~ing 

Ill. \1anufadure nf ruhber 
prndud~ 

I\'. \1anufadure of 

palm nil anll palm kernel 
nil produch and their 
der1\at1\c' 

\' \lanufadurc of 
<·hc1111\.·ab and 
pharmai:cuti\.·ab 

\'I. \tmufadure of 
\\<1tl\I ;ind \\11tl\I 

pr.1.JU\.'" 

\'II \ianubl..'turc of 
pulp. paper 
and paperhoanl 

VIII \fanufal'lllrc 

of IC\tlk' 
;md rcxrilc 
prcl\lul'I' 

I\ Manuf;1l'!urc of 

da) and "mcl­
ha,l·cl produrr' 
and olhl·r non-

mcrall1l·. fllllll'ral produl'!' 
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Produi.:ts/al·tivities 

(9) Florirnlture and packaging or processing of its produce 
I Hh Sericulture and processing of i:s produce 
I 11 l Apil..'ulture and pn11.:essing of its produce 

I 12 l Breeding and rearing of lives1t11.:k and pn11.:essing of 
livestock anu livestock products 

I 13 l Spawning. breeding or culturing and pn11.:essing of 
aquatic products 

I I.fl Off-shore fishing and processing of its produl..'e 

I I I High fructose syrup 

f 2 l Processing of agricultural waste and by-products 

I 11 Tyres. all types 

121 Conveyor belts. transmission belts. V-type 
hells and other rubber belting 

I 3 l Dipped. extruded or moulded rubber products 

( I l Ole111.:hemicab and their dcri,·ativcs 

f 11 Chemical derivatives obtained from methyl 
and ethyl alcohol 

121 Chemical derivatives from petroleum/ 
natural gas 

! .1 I Piant and vegetable extracts tor pharmaceutical 

p.-rfumery. cosmetics and f111Jd flavouring industries 
(.f) 2.-t-Dirn:hlorophenyl acetic acids. methykhlorophenyl 

acetic acids 
I 5 l Antihiotics 

161 Animal vaccines and clinical diagnostir 
171 Basil..' manufacture of pharmareuticab 
IX) Engineering plastic products 

I 11 ln1egrated timber complex 
I 2 l Medium-density hoard. wafer hoard 
I 31 Timber furniture 

I I) Integrated pulp and paper 
1::1 Security paper 

(I) Man-made fihre. all types excluding 
polyester staple fihre 

I 2 l Continuous yarn or ti lament yarn of 
man-made fibre 

Lil Commission dyeing. hlca\.·hing. printing and finishing 
farilitie' of high stand;inls for yarn and fahrics 

( .t l Cord fabrirs 

I I l lndusrrial ceramics 

( :! l L;1horatory. rhemil'al or indu,1rial wares 
n l Ml•tlium and high ten~ion porcelain 

in,11lators 

1-t) Decorative glass and glassware 
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Industries 

X. Manufacture of 
iron and steel 
and their 
products 

XI. Manufacture of 
non-forrous 
metals and their products 

XII. Manufacture of 
machinery 
and machinery 
components 

XIII. Supporting 
products/ 
sernces 

XIV. Manufacture 
of motor 
vehides. components and 
accessories 

XV. Manufacture of 
other 
transport 
cyuipment 

XVI. Manufacture 
of electrical 
and electronil· 
products and 
and components 
and parts 
therl'Of 

Prnducts 1 act iv it ies 

(5) High tension electrical glass insulators 
161 Glass fibres (staple and continuous) for 

I I l Plates. sht."Cts. coils. hoops and strips 
of all grades of slL"Ci. either hot-rolled 
or cold-rolled 

(I I Dressing and smelting of non-forrous 
metals other rhan tin metal 

( I ) Machine tools 
C:!) Machinery components including ball 

bearings. valves. pumps. gears and gear 
boxes. couplings and mechanical seals 

13) Industrial processing machinery 
I.JI Agricultural machinery and eqliipment 
151 Mining and mineral processing machinery induding 

equipment for oil and ga:-. exploration and extraction 
161 Power generation machinery 
171 Industrial machinery and equipmem induding engines. 

motors. generators and compressor:-. 

I I I S:ecl forgings 
12) Tools. mould:-. and <lie' 

(I I Engines. all types 
l:!l Transmission and final drives 

( I I Loci>n;otives 
I 2 I Aerop!anes and helicopters 
I 3 I Plca:-.ure crafts. hydrofoils and 

hovercrafts 

(I I Colour television receiversimomtors 
( 2 I Video l'asselle records 
131 Computers 
I.JI Printers 
151 Word pnll·cssors 
161 Disk drives 
171 Facsimile equipment 
IHI Photocopying machines 
191 Electronic typewriter~. 

I 1111 Compact disk players 
111 I Telecommunication equipment 
I t:! I Varnum deaners 
I U1 Washing machines 
1 l.t1 Minowave ovens 
115 I Electronil· cash regi,ters 
11 hi Optil· tihre produrts and part' thl·rcof 
( 17 I <"athodc ray tu hes 
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t ll() W akr fahri.:ation 
t I')) MultilaycT printed .:irt.·uit hoards 
t.:!01 Tapc player rt.'\:'order mt.'\.·hanisnb 
1.:! I I Compressors 
t.:!.:!1 CerJmi.: substrates or pad.ages 
t .:!31 Gold and aluminium honding wires 
t .:!4 I Stamping :md plating. of lead frJn~s 

XVII. Manufa.:ture t I I ~kdical. surgical. dental. wterinal! 
instruments and t.-quipn~nl anJ pans 
thereof. all types 

of 
prnkssit1nal. 
medi.:al. t .:! I S.:ientifit: gauges and mea.suring apparJtus. 

all types s.:ienl i fie. 
measuring 
equipment and 
ctin1ponents and 
pans thereof 

t31 Surwying. hydrngraphic. na\·igationaL 
meteornlogit:al. hydrologi.:al. getlphysit:al 
instruments anJ pans thereof 

t41 Testing equipment and pans thereof. alltypcs 

So11rn·: MIDA. Mc1/a_uia /11a11rin·J j(1r /11d11.Hry. tKuala Lumpur. July 11.)MMI. 

H. NEW INCENTIVES. 1989 AND 1990 

R<•d11crio11 of d<•n•lopmnu rax 

A one percentage r-;1in1 redut.·tion in the dewlopment ta\ from 5 per cent to 4 per t.·enl with effect 
from the year of assessment llJlXl. 

Rarimwli:ario11 of rlu• i11ami1"<' srrucfltr<' 

Scwral revisions were made to the Promotion 11f ln\"estments At.·t 1PIA1. 11.)Mti as follows: 

til A "second round· of pioneer status and im·estment ta\ allowance. !"cw companies set up hy 
e\isting or ex-pioneer companies. producing the same promoted product or acti\"ity. t.·ould 
qualify for a ·set.·ond round" of pioneer status or in\"estment ta\ allowance on meeting .:enain 
conditions. induding the location of the project in a new huilding. with separate plant anti 
equipment: employment of new staff fex.:ept key personnel I: ofkring capital in\"estment 1 in 
li\ed assets) at equal 10 or more than the lot:al .:umulati\"c t.·ost of in\"estment in ;my existing 
t.·ompany: and installing capa.:ity similar to or larger th;in thott 11f any existing .:omp;lllil·s: 

tiil Companies that apply for pioneer slottus on or ;ifter January I. 1991 would not tie alh1wed 
to l·arry forward ;iny unu1ili1ed .:apilal allow;in.:es or unahsorlled losses during the pioneer 
period to the posl··pioneer period: and 

I iii I For the development 11f thl· rattan an1I woo1l·hotsetl imlustries. the following int.·enti\"es were 
announl·ed in the I 990 hudget: 

l:\1t.·nsion of pionl'l'r status for the 111anufot.·tu1t.' of r;11t;111 ;md wo11\l-hased furniturl· ;md 
l'Olllponl.'nts for an ;1dd11ional live yt.•ars. without ha\ ing lo .:ompl~ with lhl· pre't.'111 
nitaia on .:apital ;ind employment: 

C'ompanil'S l.'\porting more than 60 Jll'r l't.'nl f MO per l'l'nl previously I of tht.·1r l'omponl·nt 
pnl\IUl'ls ;1ml with :'ii per l'l.'111 Mala~sian 1.'ljllity would qualify for ta\ inl't.•nti\l's 11111kr 
thl.' PIA. 11186: and 

Addnional inl'l'nll\e' for manufal·turl•rs of rarran and wo11\l·hasl'd pr11d11l'ls tndmling sawn 
timlwr and \l'nl'l'rl in Sahah aml Sarawa~. Thl.'se indudl' nll.·nsion ;1f piont.'l'r status for 
an additional liw Yl';lfs for manufo,·•uras 11ril·ntl·d towards l'\pt1rts. w11ho111 ha\ 111)! to 
l'o111pl y "1th prl· "l'Jll l·apital and l'lllploy nll.'nl aitl·ria: l'\ll'llsion of n isling 111• 'l'nl 1\ ,., 111•1kr 
llll.' PIA and hrlI l'\l.'lllption from 1111porl duty ;111d surta\ on raw matl'frals and l'lllllllt'lll'nls 
(for all rallan and wood has.·d pnl\hll"lsl lo 111anut;1l'11rrl'r' produnn)! IC1r llll' doml'Slll' mar~l't: 
and douhk 1kd11l'lron on frl'i)!hl d1ar)!,·~-
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S11ppon for :'ima/1- mu/ 11u·cli11111-.'ict1lt· im/11.writ·.\· fSM/.'i) 

To prtm1tll.: lh.: J..·\d1>pm.:n1 of SMb. lh.: l'Nll RuJgc.·1 announ.:c.-J lh.: .....-uing up of an lnJu,1rial 
Tc."\.·hnic.·al _-\.._,1'.'>l;:nc.·.: funJ. "i1h an imlial 1.:onlrihurion of MS 50 million h~ 1hc.· go\.:mm.:nl. h• pro\ id.: 
mar.:hing grJnh anJ loan.' h• a.'-'i" SMI, in c.·11r.Jt.1c.1ing ka.,ihiliry '.'oluJic.°' anJ n.~an:h anJ J..·\dopnk.·m. 

:\JJi11onal c.-.•nJi1ion for digihili1y h• pi••nc. ...... r ... 1aru ... anJ 10\.:,1111.:nl la\ allo\\anc.·c.· li•r lh.: d.:c.·1n•mc.·-. 
1nJu"~. 

In orJ.:r 111 prnm•ll.: linl.ag.: ... h...-1"'""-·n 'mall- anJ nk.-Jium-•.:,.._. inJu ... rri...-.... 1h.: go\.:rnm.:m m1ruJuc.·.:J 
an aJJi11onal .:11nJi1ion for .:ligihilily for pi •• nc. ...... r 'lalU ... or im.: ... mic:nl la\ allo\\all\:.: h• lhc.· dc."\.'lronic.·, 
inJu-.lr\. All n.:w dc. ...... lrunic.· prujc....._.r.. woulJ ha\.: h• a.:hi.:\.: al l.:a ... 1 50 p.:r .:.:nr lo.:al .:om.:nr tJdinc.-J 
a' \·alu.: aJJ..-J r::u ... hic.·al mar.:rial, anJ c.·ompon.:nr..1 hy Ill.: lhirJ y.:ar of op.:rallon' 111 ht.· digihk 
for pionc....._.r -.1aru-. or im·.:,lnic:nt ta\ allo\\anc.·.:. Th.: ~m...- c.-.•nJi1ion .:oulJ ti.: appli.:ahk to .:\-p11•11t....._.r 
anJ .:\i-.1ing pionc....._.r dc."\.·troni.: c.·ompani...-... "hi.:h ha\·.: applic.-J h• r.:im...-... 1 m ... imilar lin.:' of proJu.:r... 
!'l;.:\.:nhc.·k ...... _ .:wmp1ion' woulJ ti.: .:on,iJ.:n.-J if 1h.: proro.....-J projc. ...... r... c.-.•mpri ...... J only a pan of 1h.: 
hllal manul"ac.·1uring pro.:.::-. ... 11ha1 j..,_ th1.· ma_jor ponion of the.· up ... 1r.:a111 anJ J,m n ... 1r.:am ac.·li\ 111...-, i-. 
h.:ing unc.knal.:n oul:o.iJ.: 1h.: .:oum~ I. ;" wdl a:-. "h.:n Ill.: o•mpon.:nh ar.: n•ll ;l\ailahk l1ic.·ally. 

l..1.11111chi11g of rht• m·n· ECR ancl rht• ECIG Sdu•mt· 

Th.: Pha:o....- II r.:fom1 of Ill.: E\port Cr.:Ji1 R.:tinanc.·ing f ECR I S....h.:m.:. v. hi.:h wa., inilially unpkm.:nr.:J 
on a pil,ll ha:-.i ... 1•: (kh>h.:r l9H6. wa.' laun.:h.:J na1ion-wiJ.: m :'\m.:mh.:r 19XIJ. Th.: rdorm \\a' 
c.-.m...-.:nlra1.:J mainly on lh.: r.:organi,a1ion oi. lh.: pr.:- .. hipnic:m fac.·ilily in orJ.:r 111 npanJ 1h.: fac.·ihly 
lo h<llh Jirc....._.I anJ inJir.:.:1 .:\pon.:h a.' wdl a:-. lo prum•ll.: had;wanl linl..ag.: .... To .:n-.ur.: gr.:a1.:r ac.·c.·.:..-. 
h• 1h.: ECR s •. :h.:nic: hy indir.:c.·1 npon.:r,. part1ndarl~ 1h.: ... mall. n.:\\ anJ uni.. no" n 111anufac.·1urc.·r-.. 
an.:" .:\pon u.:Jir in ... uran.:.: guar;imw 1ECICi1 ~h...-m.: "a' laum:hc.-J hy 1h.: !\1aby ... i;m E\pon Cr.:Ji1 
ln ... .iran.:.: R.:rhaJ I MECIR1 in Mar.:h llJ'JCI. 

Nt•u- E111rt•pr.-11t•1tr.'i F1111cl 

Th.: MS :!50 million :-.;...-w Enlr.:prc.·nc.·ur .. FunJ 1:-.;EFI wa ... l;nmc.·h.:J in l>.:.:.:mh.:r l'>X'I in lmc.· wirh 
lh.: gm.:rnm.:ni" ... dfon 111 a.:hi.:n= :-.;...-w h·onomic.· p,,lj,·y 1hn1ugh rhc.· prtl\ "ion of fund-. for nc.·w 
\ .:nrur...-, hy Rumipur.:ra .. al r...-a ... on;1hk c.·11 .. 1. 

/11n·111frt•.'i for rouri.'im 

To tl.:\dop rh.: louri'm ...... ,-111r. a1.IJ111on;1I inn=nli\.:' \\c.'rc.· inrn11.luc.·.:1.I. mdutling rh.: folio" mg: 

Iii f>.1uok tl.:1.hKlion for hold .mt! lour op.:r;1111r' for .. p.:c.·iti.:J npc.·ntl11ur.: inc.·urrc.·d on 11\c."f"-;" 
pn111101i11n anti ;1ppr11v.:d .. 1;1ff lr;1inmg: 

1ii1 E\.:mp1ion of impon anti,_.,,.,,.._. tlur~ on c.·11mpk1d~ kn111.:l..1:.I tlo\\n 1Cl\1>1 c.·ompon.:nh for 
loc.-;11 a .. .....-1110!~ 11f t1111r 011 ... ...- ... ;md h1111111,in...-.. flh.: l;11tl·r \\1111ld ti.: .:lti:l·t1\.: from Ckroht.·r :!7. 
19X9 lo lk.:.:mti.·· ; '«Xh: 

1i111 E\.:mp1111n of ,.._.1 •• :...- t;I\ for h111c.•1, \\llh :!5 room' or I.:" ht.·low h• ;1"''' rhc.· dc.·\dopnwnr 
of .. malkr hor.:b: 

I iv I :\ti.•lilion of ... ...-n i.:.: l;I\ in Laouan: anti 

f\ 1 A M~ l:!O n11lllon Sp.:c.·i;1l hmtl for T1111r"'11 "a' l;nmdwtl liy the.· C'c.·n1r;1l Hank on !\farc.·h 
19. ll)'JCl 111 ... 11mul;11c.· n.:w fi\.:d iO\.:,rm.:nr ... m the.· roun .. m 'l'c."111r O) makmi: ;l\;11laok fund, 

;11 a ma\111111111 r;n.: of 7. 75 p.:r l·c.·111 p.:r annum for ;1 111a\lmu111 of h\l' yc.·;1r'. 

!),.,.,.,,,,,,,,,.,,, tf '"" KLW: 

l>urm!! l1>X1>. rh.: l\u;ila Lumpur S1111.·k E\l·hani:.: 1 l\l.SE1 1111tkrl11ol f11r1lwr 'll'fl' lo c.·nhann· 11, 
dtlnc.·nc.·). 11111tl.:rn11l· '" opc.·r;11i11n' ;mtl intc.'l"I !!rc.·;11c.·r '"flh1,11c.·;11ion Ii) ailoprmg rhc 1111111\\ Ill!! 111a111r 
111.:;1,urc.·,: 

Tlw !\I.SL ;11111.·n1kd 1h 1J,1111g gu11ld1111.·, 111 April' ;11l11w for rlw IJ,1111!! ·•I propary In""· 
In lkn·mht.·r. rlw E\fh;lll!!c.' ;11,11apprm1.·t!1h1.· li,1111!! of \\arranh ;md lrari..kralik· 'uo"·rip111111 
fl!!hr.. 1TSR1. 
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The Kl.SE in1mdll\.-..-J ils 111:w seMi-au1oma1t.'\l 1r.ll.linJ? syslem. SCORE ISysiem on CllfllpUteriz1..'\I 
Order Rou1ing anJ fa1..>t:ulion) in May·. thereby doing away with 1he indfo.:ien"·ies of an open­
lllllc~· syslem in eX\.'l."Uling anJ malching orders. 

AmenJnlCnls were maJe 10 lhe Exchange·s Anides of As.'iocialion in Augus110 accommodale 
non-01Cmher equi1y· panicipa1ion in nlemher companie'. up 10 an aggregale 101al of ..i9 per 
cenl of 1he paid-up capi1al of 1he Olemher company. wi1h each panicipalion gcner.illy nol 

exc"'l.'\ling IO per "-enl. 

The Capi1al ls..'iU1..'S Commilk"e 1CIC) rcvis...'\I ils guidelines fi.lr lhe "New Issue of S...>t:urilies 
anJ lhe Valualion of Public Limi1"'\I companies· in S...-p1emher. Among lhe major cha• ~ges were 
a higher r.inge of price~amings muhiplcs 10 he us...'\I in pricing new issues: anJ aJJi1ional 
rules anJ regula1ions for compliance by public companies. 

The delisling of all Malaysian iocorpor.i1cJ companies from lhe S1ock Exchange of Singapore 
(SES) by 1he enJ of 1989. wi1h 1he aim of 1..>slablishing 1he Kl.SE a.'i an independenl exchange. 

The in1rodu"1ion of a fixed ddi,·e~· anJ se1tk11lenl system for 1ransac1ions in St.>t:urities in 

Februar~• 1990. 

Appnwal was given by 1he Capital Issues CommiHee in February 1990 lo slodbroking fim1s 
wi1h paid-up capi1al of he1w1..-en MS 5 million and MS :!O million 10 St.'\!k a lis1ing. Lis1ing 
wa." pre\·i1lllsly only allowed for lhose which had merg"'\I wilh corporale panncrs nr 01her 
shlckbrokcrs. 

In mid-March 1990. 1he Minisler of Finance a01Cnd1..-J 1he KLSE rule rcquirin~ every member 
company wilh limi1ed liabilily 10 have a paid-up capilal of not less lhan MS :!O million in order 
10 s1reng1hen 1heir financial hasc:. The nlemher fim1s wer;.: given up 10 June I. 1990 10 comply. 

Sourn·: Ec111111mic S11n·1•y 1989-1990. 

I. INDUSTRIAL COST STRUCTURE 

WAGt.S 

< >.:.·upar 11 '"' 

T~Jl''' 

11." •k k.·,·rml! d.-rk 

'.\bk 

'.\lak 
h:111;1k 

'.\bf.­
h·mak 

'.\lak 
h·mak 

'.\bk 
h·m.11.· 

'.\l.1k 

\l.1k 
h·111.1k 

s .. 11111' \11111,ff\ "' I .. 1ho1ur. ( 111 111•1//lt•l/111 11'111,'n .\11n 1'\ iJ.11111.1n 1•1x.11 

Wag.· rah:' 
tMSl 

xoo 1om 

.l50 xm 

.l50 750 

.loo 550 

h)O 1.:!fMl 
h50 lfMMl 

h~O I hi Ml 
.150 l(MMl 

.IXO h!O 
~50 .150 

IXO If MMI 

·Dl If MMI 

.l!O •HNI 

!~O 71~1 
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Ck.-upation" 

Offi.-o: do:rl 

Plant mainto:nan,·o: nK-...·hani.-

PmJ!i.-tion ,,~rator 

Quality .:ontml ins~.:tor 

Material hanJkr 

Mak 
Fo:mak 

Fo:mak 

Mak 
Fo:mak 

Malo: 
Fo:mak 

Mak 
Fo:mak 

Mak 
Fo:mak 

Mak 
Fo:mak 

.\.mra: Ministry of Lahour. 01·c11pcuio1wl Ri1gn Sun-1·,· (January 19~1-

.:1 Avo:rago: monthly wag.: rato:s for sdo:.:to:J 11.:.:uparions in rho: plywood inJu,,try. llJ~ 

<>.:,·upa111ms 

Offin: do:rl 

Ruhh.:r m1ll111;1n 

Ruhh.:r ,·mnpouroJo:r 

Ruhh.:r o:\lrudin)! m;11.:hin.: operator 

Ruhh.:r rn"uldin!? pr•·" opaator 

!\.fak 

!\.fak 
Fo:m;1lo: 

l\fak 
Fo:m;tlo: 

M;1k 
h:m;1k 

!\.l;ilo: 

Mak 
f'o:m;1lo..· 

Mak 
I o:malo..· 

!\fak 
h·mak 

Mak 
f'o:m.1k 

S1111ru·. Mmi,lr} 111 l.ahour. 01n1p1111111111f lli11:n .'i11fl'n tfanu;iry l'l>l.J1. 

Wag.: rat.:" 
1MS1 

JJ0-670 
JOO- 700 

!'XI- 750 

_,lj()- 1!00 
JIO-IJ!O 

61JO-!OOO 
o.J0-1500 

!110-:'i!O 
!IKl-6!0 

!IJ(l-7(() 
!60-570 

!50-54KI 
!50-660 

Wago: r;Uo:s 
1MS1 

750-- ICKlO 

JOO --'75 
!:'ill- ~o 

_,XO - '11Kl 

!•>5 - 650 

.um KOil 

.JIJO · l.lfKl 
.ll!O .JIJ() 

.J:'iO X:'iO 
.J:'i() xoo 

!50 5'111 

!70 :'illel 
!OO .no 
:'iOO X70 
!:'iO no 
!:'iO :'i:'iO 
!:'ill :'iOO 

!fMl .J:'iO 
!00 (100 
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On-upa1ion_.; 

Lal1ora10~ l<.'l:hni.:ian Mak 

Ofli.:e derk Mak 
Femak 

Typis1 Female 

PIJnl mainlenance m<.'l:hani.: Mak 

Carpcn1er Mak 

Produ<."lion supcn·isor Mak 
Female 

T extik hka.:her Male 
Female 

Ganncn1 .:uller Female 

Spinll«!r Female 

Sewer Female 

Sm1rce: Minist~· of Lahcur. Occupati01u1/ Wage.~ Sun·n (January 1911-'I . 

Wage rJles 
IMSI 

-'50-650 

.:?80-MO 

.:?80-550 

.:?80-500 

.:?J0-550 

.:?80-600 

-'50-1100 
350-blO 

.:?00--'70 
190-360 

160-510 

160-.280 

160--'80 

.:I Average mon1hly wage rates for sdec1ed occupations in the plywood and panide hoard inJust~. 198.J 

Lahorntory te.:hnician 

Office dc:rk 

Book - keeping derl 

Typi't 

Plant maintenan.:e mechanic 

PmJucti1.n supcn·isor 

Veneer curter 

Plywood pre" operator 

Plywood .:ore layer 

Tool grinder 

Boilcrman 

General worker 

Mak 

Mak 
Female 

Mak 
Female 

Female 

Mak 

Male 
Female 

Mak 

Male 

Mak 

Male 

Mak 

Male 
Female 

Sourn•: Mm.-lr) of 1.ahour. 01n11111tirma/ Wagn S11rr1·1· lhnuary l1ill-'I. 

Wage rah:, 
1MS1 

7.20-950 

300-61!0 
.255-.180 

.255-.160 

.:?95- 700 

.:?35-.J50 

.JOO- 1050 

390-1()50 
.150-11.:?0 

.:?00 - 5 .:?O 

19Cl- 510 

16(1-.150 

300 - 600 

.150 - 760 

200- .150 
1110 - .UO 
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fl An:r.1.ge monthly w·age r.a:<."S for sdn"tc:J •1<."<.-Upation.\ in the industrial machine:~· anJ pans in.Just~. 191U 

om .. -.: dcrk 

Typist 

Plant maintcnan<.-c: m..-chanic 

Pnidu.. "t ion supcrv isor 

Moulder (lfoor foundry) 
Mouldc:r lpit foundry) 

Machine: !>«..'lier operator 

Larhc s..'lter opcr.ator 

Metal pmdu<.1s. filter a.\.\Cmbkr 

Welder 

Boiler makc:r 

Male 
Fc:mak 

Male: 
Ft."111ilk 

Fc:mak 

Mak 

Male 

Mak 
Male 

Male 

Mak 

Male 

Male 

Male 

.'itmrce: Ministry of Lahour. Occupc1ti1mt1/ Wt1,i:es Sun·ey (January 1984). 

UTILITY RATES* 

al Electricity 

i I Pe11imult1r Mt1lt1_ni11 

Wage: rat<."S 
1MS1 

300-760 
250-570 

350-700 
350-760 

250-500 

280-950 

530-1700 

J.W-820 
430-880 

380-740 

320-1120 

320-820 

390-920 

380-1000 

Some cxtra<."ts of National Ek-..1ricity Board INEBI tariffs for industrial con.,umcrs from its 24-hour supply system 
arc shown hclow. Discount:-.** granl<.-d arc cnjoy<.-d by the rcspcctiw consumers on their electricity hills has..-J 
on these tariffs. 

Tariff D - Low Voltage 
lndunrial lilriff 

For all units 
Minimum monthly charge 

Tariff El - Medium Voltage 
Gt'flaal /11d1wrial Tariff 

For each kilowatl of maximum demand per month 
For all units 
Minimum monthly charge 

Tariff f.2 - M1•1/iu111 V11ftt111" 1'1·al<10ff- Pt'ak /11thwrial Tariff 

For each k1lowa11 of maximum <lem;in<l per month during rhc peal.. period 
For all unih during rhc peak period 
For ;111 unirs <luring the off-peak period 
Minimum monthl} ,·hargc 

Jiinff f.3 lligh Voltt1g1· 1'1·11k!Ofl. l't•t1k /11tl//.\trit1f fonff 

For c;Kh 1..ilowall of m;uirnum demand per monrh during the peal.. period 
For all unirs during the pe;1!.. period 
For all unu, during rhe ntl-pe;1!.. ix·riod 
Minimum monrhl} charge 

MS 
MS 

MS 
MS 
MS 

MS 
MS 
MS 
MS 

MS 
MS 
MS 
MS 

Rt1t1· 
p1•r unit 

0.21 
6.00 

12.1111 
0.16 

51111.1111 

17.1111 
0.16 
0.011 

51111.00 

15.00 
015 
() 07 

51111.00 

' l>c1;11lcd mfor111a11nn a\a1l;1hk in Mll>A. Malania l11frmtrwmr1· /;,, h1tl11.•ln- 1Kuala Lumpur. 191171. 
"Effccll\'C from I S<.·ptt•mllcr l'lll:'i. NEB larith w.:r.: rn·l\cd downward' h)-' p<.•r •·l'nl In 15 p<.•r c.:nr. i\ n,·" 
ix·al..ioH-ix·ak rariff wa' al'" mfrnduc.:11. In ;11ldirion. "'"'"" I 01.·rolx·r 1'1116. di,n111111' on monrlil} l'll',·rr..-il} 
hill- h;tvc hct•n g1wn hy NEB ;o rhc 111anut'ar111nn)! r.:!O p<.·r ,-.. 1111. hutd f 10 per r<.·no and 111in111i: r2:'i p<.·r .-..-nu ....-cror,. 
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iii Sew.Jr 

TarilJ- IOI - lnJu.,:ric1/ C7an I 

RalL"S for d<."1:tri.:i1~ ,-,m_~nk."ll I>~ an inJu-.irial .:nn.~ni.:r "It" i,. in Ilk: manufa.1uring •-r -iuar~ ing f>u,.ill<."S,. anJ 
a '"'"'-~n11:r rnormall~ unJ.:r 1h.: g•n.:mni.:nll ""'' utilih"S .:n.:rg~ for Ilk: purp.....: ,,f pumpin!:' \loat.:r: 

R.1u pa unit 
0 - :! .tltlt) L. Wit p.:r nk >nllt \IS tU:! 
:!.001 L. Wit p.:r monilt anJ ahn.: \IS tl.:!f> 
Minimum nk>ntltl~ .:harg.: \IS 15.00 

Tariff ID:! - lnJu.>tric1/ Cleo:. :! 

Ral<."S for .:k1.1ri.:it~ li•r an inJu-.irial .:•m.-.um.:r 1aL.ing suppl~ ahn.: 5(10 lWlt. \lolllt in...rallall•>n of m;nimum 
J..."ntanJ nl<."t.:ring: 

Allo\c: 500 L. Wit_ m;nimum tkmanJ .:harg..: p.:r L. Wit p.:r nk>ntlt 
All unils 
Minimum rnc>nlhl~ ,-harg..: 

iii I .'ic1rcl'l"clk 

/11cliotric1/ prt'mi.u·_, 

/_,,.,- l'o{tagc· Suppf_,­
For th.: fir,t hi) unii,. 
F••r uni1,. in ._.,,-;:,,. of hll uni1,. llut nor ..:,..-, ... "llin!' .l.tlOO unii,. 
For unit,. in ,:,._.._.,., of _l _(100 unit' 
Minimum m••nlltl~ .:ltarg.: 

Stclfi1m.• 
\IS ll_-U 
\IS tUO 
\IS O.:! I 
\IS 6.00 

R.m· f't'T unit 
\IS 15.00 
\IS tl.:!.l 
MS :.ooo 

R<lf.- pc·r unit 
("la,.,. II 
Stclfi1m.> 

\IS O.-J6 
\IS tU.l 
\IS IL~-' 

Th.:,..: rar..-,. -ir.: appli.:alll.: to inJu,.r~ial pr.:mi,..,:, "h.:r..: inJu-.irial anJ manufa.:turing pro.:..:s,..:,. ar.: .:arri .. "ll ou1 
anJ "lt.:r.: .:1.:..-rri.: nwtors anJ planh ar.: u-.."ll in .:on11<."l:lion 1h.:r..:wi11t. For inJuslrial pr.:mis.:,. wh.:r.: Ilk: lotal 
wanag..: of lamps in,.tall.:J ..:,..-..... "lls :!O p..:r .:.:nl ••f 1!1.: to1al "anag..: of all d.:.:tri.:al <:!.luipm.:nt in,.1all.:J 1for 1lt.: 
purp.1,..,:,. of 11ti,. 1arill. ••n.: hor!..: pow.:r ,.hall Ii.: J,.:111 .. "ll to Ii.: O:!.IUi\aknt 10 750 \UtlSI. lariff .:ltarg.:' 'hall Ii.: 
a' for .:omm.:r,·ial pr.:mi,...-s. 

lli_i:ll J 'oftagc· S11p11i,­
\l;nimu111 J.:manJ .:lt•irg.: 

Running ··harg.: 
\linimum monthl} .:harg.: 

Rmr· pa unit 
Cla"" I Cl;1" II 
Station.• 

\IS I 2 p.:r 
lilo\loall 

~IS 0.17 
\IS 1100.IXI 

Stclfim1.• 
\IS 15 p.:r L.il•H4all 

MS 0.19 

:\\ail;iflk onl} 10 .:on,um.:r,. unJ.:r lh.: 111.iu,mal .:al.:go~ \!oho-..· ._-,p..:.:1.:J ,·on,urnp1ion i' llXl.11011 unil,. or m.:r 
r-·r monlh on appli,·arion. 

l>c'}inition.\ 

'lnJu,1ri;il Con,um.:r induJ..-, a .:1•n,um.:r "ho i' in rhc 111;111ufo.:rnr111g or yuarr} ing llll\1110:". ;ind :1 ,-,,n,umcr 
"ho u11l11c:' c:n.:rg} f1•r rho: purpose: of pumping warc:r. 

'l.o" V11lr;1gc:' 111 rhc: .:onh:'I of i.1riff d;i,,.ifi.-onion 111.:;in' ;1 'uppl} volragc: ll.:11•'1. 6.hlXI \11lh. 

· :\fc:,lium Vol rage:· in rhc: ,·onrc:\I of !;mil das,iti,·arion mc:;m, a 'upply rnll;1gc: from f>.61lll \ olr,. h• 61'>.Clllll \oh,_ 

'High Volragc:· in rho: wnrnr of ranll .-i .. ,,.ifi,·arion 111.:an' a 'uppl} \olra)!•" of l.l2.flllll rnlh an.I ;1flm,·. 

'Kil1•'l.;11h of Ma,imum lkrnan.r· for ;my monrh shall fl.: dc:c:mc:d h• fl.·'"''''" rhc: Jar)!•''' numll.·r of J..1lo"a11-
ho1ir' "1pph.:J during an} •·on,..·rnll\•" rhirty 111111111c:s in rhar monrh. 

·1 :1111· 111,·;in, "n•· l1l11'l.at1·hour. 

'Pc:aJ.. · pc:riud 111.·an' rh,· Jll."flod 1-....r"'"'"n OK.Ill) and 22 .INI hour,_ 

·oH-Pc:al · p.-r1od mc:an' lh•· pc:nod ll.·r"c:.-n 22.1111 and ll!Ulll hour,_ 

Cla" I S1a111ir1': Kul'hlll)!. S1hu. Mm and Rmrulu. 

C"la" II S1a11u11': 1\ll ''•lliun' op.-i.11,·.I fl} Sar;mal 1-.i.-.. 1r1,·11y Suppl} Corporallun rSl·.S('( >1 nn·pr Ku.-11111)!. 
Sihu. Mm an.I R1111ulu. 



1 58 /nvesrmenr Information and Opporrunicies 

hi Wattt 

Wa1.:r rJk.,.. \a~ from S1a1.: lo S1a1.:. The rJlc.,.. ,·urr.:n1I~ ..:harg .. -J f••r inJu,uial u~ in 1h.: \ari"u' S1a1.:' arc a' 
1nJ1..:a1 .. -J h.:lo\lo: 

J.ihor 
K .. -Jah 0-Jrul Aman 
Kdan1an 
'.\lala..·..:a: 

GaL.:n .. -J area.' 
'.'l:on-gu .. "11 .. -J area." 

'.'l:.:g.:ri Sc:mhilan 
Pahang Darul Mal..mur: 

Ga1.:1k-J area.' 

'.'l:on-gu.:lk-J area.' 
P.:nang 

Peral. 
Per Ii' 
Sc:langor lhrul Eh,an 
Tcr.:n~:,:Jnu 
Sahah 
Saral!.al.. 

...-1 Trlecommunicalion" 

R..,,,.,1., ""'' J<····' 

·frlcpho111· wnfrc· 
'.\lmnnum J.:11<"i1 

R.:,10.:mial 
Bu,inc..·,, 

:\ho\.: 10.fKIO 
)Ill IO.Om 
)fMI ;md h.:li•" 

1111 I·. \l.-rn.11 ,.,,,.n,11111 1111,·, 
I ·r 111 11.:'i 1..m r.1111,· di-1;111n· 

Umi111·\\ r1111· 

'.\IS 4!0.00 p.;i 
\IS JNl.00 p " 
\IS !4fUIO p. ;1. 

l.!O 
0.116 
0. 70 

0.70 
1.03 
0.65 

1.45 
IUti 

Wa1.:r rJ1._-,.. for inJu,1rial u~ 
Slclln l.\IS pt•r ,.,, nr pt•r nrontlll 

t<•r lhc fiN !!7 m~. 
Suh,..."lju.:m amoun1' ,·har!,!<.-J al 
MS 0.11-l. 

for 1hc fir..i !O m-' 
0.45 for amoum' ranging from !O m 1 

Ill !OJJOO m 1. 

0. ')() 
o.tio 
O.XX 
II.XX 
0.')(l 
11.95 

Amoum' ah. 1\·c !O J)()(J m 1 arc ..:harg .. -J al 
\IS O.~l. 

for 1h.: fiN !5 111-~. 
Suh~4u.:n1 am<luOI' ..:barged al '.\IS I .!O . 

\IS 75.00 
\IS !00.IMl-\IS 500.00 dqx·ndin~ 110 1h,· I~ (11." .,f 
hu,m.:" 

Rnitf,·111111/ rar" 

\IS !40.flO p.;1. 

\IS !f).I m p .• 1. 

MS I !O.fMI p.;1. 

h•r l'01d1 ;idd11111n;il fl.:'i l..111 r11111,· ,1i,1.111n· 11r p;irl 1h,·r,·11I 
\!'> 'lh.INI p ,1 

\!'> ~4.INI p .. 1 

.\10/ti/1· rad1opho111· .,.,...,, ,. 
:\n·•·" In· 
J<;i.1111 lin·nn· In· 

\IS hlNl.fNI p ;i 
\IS :>om p .. 1 
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A"c1rji>n sc·n·•ce 
Minimum Jcposil 

Acc .. -s..; kc 
RaJio liccn..-c: kc 

:4TUR sen-ice 1:4utomatic· teleph1>ne using rudioJ 
Minimum deposit 
Acc .. -s..; kc 
Ac .. -..-s. .. f._"C for ca.:h cxlcn..;ion 
Li .. -c:ncc ll."C for each stali<ln 

Telex sen-ice· 
Deposit 
Linc: rcnlal : 
Within 4 km r.idius of tdcx exchange 
Al!ditional distance beyonJ radius. pc:r 0.5 km mule distance or pan thcn·of 

Whc:n 1hc: line: passes via one or more tdcphonc: exchang .. -s 10 the 1dex exchange. 
line rental per km raJial distance or pan thereof b..'lw .. "Cn the: 1crminal exchanges 

Keyboard pc:rfi.lrahlr 
Tdeprinter (complete) 

INDUSTRIAL LAND RA TES 

MS :!IXl.lX> -
MS 500.00 Jcpc:nJing 
on the: type: of 
oosinc:ss 
MS 1.080.00 p.a. 
MS 50.00 p.a. 

MS 300.00 
MS 720.00 p.a. 
MS 48.00 p.a. 
MS 50.00 p.a. 

MS 1.IXX>.lX> 

MS 180.00 p.a. 
MS 24.lX> p.a. 

MS J0.00 p.a. 

MS 900.00 p.a. 
MS 2.090.00 p.a. 

Range of selling prices of lall\! in existing industrial estates by Slate (as al .Hsi December 191!7) 

State 

fohor 
Md aka 
Ncgcri Scmbilan 
Sdangor Darul Ehsan 
Perak 
Pcnang 
Kcdah Daru, Aman 
Pcrlis 
Pahang Darul Makmur 
Tcrengganu 
Kdantan 
Sarawak 
Sallah 
federal Territory: 

Kuala Lumpur 
Lahuan 

Number of exisling 
induslrial estates 

IJ 
7 
7 

14 
II 
8 
5 
:! 
9 

II 
5 
6 
4 

.'io11rn·: Malaysian lndus1ri.1I Development Authority tMll>AI (May 191!!1>. 

Range of 
selling prices 

pc:r square mc1er 
MS 

10.76 - 7!U5 
21.5.l - J2.29 
12.02 - J7.67 
U.45 - 86.11 
16.15 - 4J.()6 
.16.86 - 44. u 
21.15 - 52.80 
11.16 - 21.5] 
9.26 - 96.88 

14.50 - Jl!.00 
H.65 - J2.JO 

5.1. 82 - 75..15 
64.00 - 97.00 

IOl!.IKl 
I07.64 
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J. INDUSTRIAL ESTATES IN MALAYSIA, 1987 

lm/101ri<1/ •'·'''"'' 

Pena~ 
~tat.. ~tanJin 

Prai 
Prai J-TZ 
Prai Wharf FfZ 
Pulau kr.:jak 
Bay an L.:pas I 
Bauan L.:pas II 
Bayan L.:pas f-TZ I* 
Bayan L.:pas f-TZ II 
Bayan L.:pas f-TZ Ill %.56 
Sdl<:rang-Jaya 

Per.1k 
Pari1 Bun1ar 
Tupai I* 
Tupai II* 
Tupai Ill 
Kanun1ing* 
Kamunting Tamhahan 
Kuala Kangsar 
Jdapang* 
Jalan Sdihin* 
Tasd* 
Taman M.:ru* 
S.:ri Manjong 
Kampung A1:h.:h 
Kan1han 

SelanRor l>arul Ehsan 
Shah Alam 
Ampang/Hulu Kdang* 
Ampang!Hulu Kdanl! l'TZ' 
BalU Cav.:s* 
Bui..it Rajah* 
Sdal KdJng lilara 
Pamfamaran 
Sun)?ai Way/Suhang FTZ 
Ch.:ra., Jay a I Balakong I 
T do(.. Pan)?lima Garang Frz• 
Tdo(.. Panglima (iarang 
Iii Pctaling Jay<11Sc1:1ion 51A ;1ml 52AI* 
!iii Pc1aling Jau;1 rSclatanl 
Seri Kcmhangan 
Bangi 1Phasc I and Ill 

l'ederal Territory (Kuala 1.umpurl 
Sctapak 

l\lelaka 
Alor (iajah 
Tanjun!! Kclin!! FTZ* 
Tan1un!! Kclin)? l'ha"· II 
Ba!u Bcrcndam l'TZ* 
Air Kcroh• 
Mcrlimau I •tnd II 
But..11 Ramha1 I. !I. Ill ;md IV 

,Johor 
Tanjun!! A!!as 
Ton!!l•Hl!! l'c•ah • 
Paril Raja 
Sn ( iadlR)! 
I.art.. 111 and Ta111po1' 

li1111/ c1n·11 dl'n·lopt"d 1/r,·ct<1rn! 

7to.llX 
·BIL! I 
120.X6 

.uJ 
7. IJ.' 

·':l.5X 
() 

ICU2 
1.1.91 

M8..J2 
IJ.51 

17.21< 
I0.94 

I :18.6-l 
78.51 
50.IM 
.17.19 
M.119 

149.JJ 
49.5.1 
16.27 

21-UJ 
JIU7 

-l7.'.79 
16 . .17 
.~6..J7 

41J.MO 
I I l.IJ4 
2-llJ.JO 
61.M-l 
-l2.77 
-l1.6M 
1 t.:!M 
15.56 
:!M .. 15 
.15. IJlJ 
.10.85 
75.IJO 

611. 79 
II.OJ 

61170 
111.-lll 

102.51 
Ell!! 
77.11-l 

71). 71 
15.111 
111 .. n 
511.-lll 

1<17. 1-l 



f11tf11.\!ri<1/ l'.\l•ll•· 

Pasir Gudang 
S.:nai I 
S.:nai II 
Bandar Penawar 
Kola Tinggi 
Bandar T enggara 
Kluang 
S.:gamat* 
Tehran 

~~eri Sembilan 
Lukut Mini IE 
Kg. Dioh* 
Sg. GadUI* 
S.::iawang* 
Simpang Penang 
Nilai 
Nilai Mini IE 
Chemhong I 
Chemhong II 
Chemhong Mini IE 

Pahang Darul :\lakmur 
Mu'ad1am Shah 
&ntong 
Songsang 
P.:ram 
S.:mamhu 
krantut 
Geh.:ng 
Maran* 

Terengganu 
Seri Bandi fVlu Cukail* 
Ccnih Baharu ICenih~* 
Jakar I 
Jakar II 

Ketengah .Jaya IRasau Keneh)* 
Rukit Re,i* 
Al-Muktafi Rillah Sh;1h (Durian Ma,I* 
Dungun 
Gong Badak 
Kulai lhai 
Kench 
T clnk Ka long 

Kelantan 
(iua Mu,ang 
T;mah Merah• 
klil 
Pengl..alan Chcpa I 
Pengkalan Chep;1 II 
Mid Lund;mg• 

Kedal Darul Aman 
Kulim 
Mergong Barrage 
Magong II* 
Mcrgnng II rEx1cn,inn1 

Perlis 
kjawi 
('Imping 
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1.057.!!!! 
40.47 
711.ll I 

3.00 
I.:!. ~..: 

!!75? 
5U!O 
_l9.t>5 
!!!!.fl() 

20.2.' 
2_,_()7 

48.5f> 
D3.55 
.l0.35 

121.46 
20.2.l 
44.52 
33. llJ 
12.14 

2t> .. lO 
I05.22 
62.32 
57.25 

I !!7 .00 
45.32 

27!!.42 
14.16 

20.62 
20.22 
45 .. '4 
16. llJ 

1.21 
12.50 
.H.59 
22.26 

117.40 
59.0!! 

1.5 
116 .. lO 

42.29 
!!·' .. l7 
.l6.02 

9. 71 
226.50 

7.20 

174.00 
19.05 
.l4.HO 

6.hO 

1.U5 
11. 21 
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lndus-ri<1/ es1<1te 

Sarawak 
Pending* 
Upper Lanang 
Bintulu Scrvict.'d I* 
Kidurong Scrvict.-d I 
Kidurong Scrvict.-d II 
Pia.-;au I* 
Pia!>au II 
Limhang• 

Sa bah 
L1kas I* 
Likas II* 
Lok Kawi I 
Lok Kawi II 
Sandakan I* 
Sandakan II 
Tawau I 

•·ederal Territory (Sabab) 
Lahuan I* 
Ranca-Ranca I* 
Ranca-Ram:a II 

Totai are<1 Je1·e/opeJ (lu..-111resl 

483.20 
91.06 
13.89 
Joi. 70 
2h.93 
33.59 
33.80 
14.16 

50.:!0 
63.:!0 
55.00 
6.52 
8.60 

39.70 
13.80 

2.20 
111.29 
94.74 

Source: Malaysian Industrial Development Authority (MIDA). Stuti.~tio on the M<1nuf<1cturing St·ctor 19118. 
• Fully Alloted Industrial Estate. 

PROPOSED INDUSTRIAL ESTATES (as at December 31, 1987) 

Pmpos1•d industrial t•stute 

Perak 
Kamuniing Tamhahan II 
Gunong Rapat 
Pengkalan I 
Pcngkalan II 
Sri lskandar 
Tamhun 

Se;angor Darul •:hsan 
Sungai Bcsar 
Kalumpang 
Sek inch< 
Kuala Sclangor 
Sungai Chuh 
Pandamaran Jaya 
Banling Phase I 
Banling Phase II 
Bcrammg 
Rarang Kali 
Rawang Br.16 
Olak Lcmpil 
Salak Tcnggi 

!\.lelaka 
Durian Tunggal/Gapam 
Bokil Ramhi1i IV. Bahagian II fcxfcnsion) 
Mcrlimau II. Bahagian II (cxlcnsion) 

119.84 
15.78 

2711.03 
.142.77 
80.94 
40.47 

26.76 
14.16 
2!U2 
77. 70 
24.211 
26.70 
I IJ.02 
27.92 

141 64 
.l.llll 
74.n 
110. IJ.l 
24.211 

445.211 
42.49 
211 .l:! 



P/1111111'<1 111./iorrial ntatc· 

'.\t'2l'ri Sembilan 
G.:ma' 
T111 Jdd•u 

Kdantan 
K.:muhu 
kh E\pan'i"n 
P.:nglalan Ch.:pa II t.:\pan,ion> 

Kedah l>-.uul Aman 
T anjung Pauh 
Baling 
'.\ lcrg' lng Barragl .. 

Tamhahan 

Sara'Mak 
SiJmgb1 
Sn Aman 
lktong 
Saril.:1 
Bimang11r 
St>ng 
Bintulu S.:ni.:.:J II 
K.:m.:na Pha-.· I 
Lutnng 

Sahah 
Lahad DalU 
:1.kruntum 
S.:pangar Rt} 

Kimam' 
S.:mporna 
K.:ningau 
Papar 
Ran;m 
lk;mfon 

•·ederal Territor~ ISahah) 
Lihuan II 

Pahani: Darill ~lakmur 
Rnmpin 
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P/111111,·d arc·a 1/1c·,·111rn1 

::!O.::!J 
.:!P .~.\ 

5!U::! 
I~::!.05 

1!0.94 

1!0_9_~ 

97_77 

56.05 

::!O . .!O 
1::!9.00 
171!.1!7 

I.ti:! 
1!5.HJ 
l!0.97 
l!0.97 
71.~0 

~-~() 

X_()'-) 

~.(1-l 
,()_::!) 

L:O 

IOJ.'10 

So1irn·: M;1l;1} 'Ian lndu,trtal I>.:v.:lopml·nt Authorll} I Mll>A I. Stati.\fin 011 1'11· Mt111uf111·111n11i: '· ,-,,,,- /988. 
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ASIA and PACIFIC 

Australia 

Consul (Commercial) 
Consulate of Malaysia (Commercial Section) 
I Ith Floor. R & W House. 92. Pitt Street. Sydney. 
KS.W. 2000 
Tele::>ftone: 232 -5737 
Telex: TC SY D AA 26936 

Hong Kong 

Trade Commissioner (Investment) 
Malaysian Commission (Investment Section). 
23rd Floor. Malaysia Building. 47-50 
Gloucester Road. Hong Kong 
Telephone: 5-270921 
Telex: 60567 MIDAA HX 

Japan 

Director 
Malaysian Industrial Development Authority, 
Nichiginmae Kyodo Building, 2nd Floor. 
3 - 2-4. Nihonbashi Hongoku-cho, Chuo-ku. 
Tokyo 103 
Telephone: (03) 279-3082 
Telex: MIN 127596 

Korea, Republic of 

Investment Attache 
Commercial Section, Embassy of Malaysia. 
4-1. Hannam-dong Yongsan-ku. Seoul 
Telephone: 795303217959203 
Telex: MAWAKIL K 27382 

Singapore 

Trade Commissioner (Investment) 
Malaysian Industrial Development Authority 
5 Shenton Way. #26-05/07. UIC Building 
Singapore 0106 
Telephone: 2210155 (2 lines) 
Telex: MIDA SP RS 28474 

EUROPE 

France 

Commercial Allache 
Bm.::au Economique. Emhassy of Malaysia 
42. Avenue Klehcr. 75116. Paris 
Telephone: 4727 -66%/4727 - 3689/4727 - 3691 
Telex: MIDA 613031 F 
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German~·. Federal Republic or 
Tr.idc: Commis.'iionc:r (lm·esunc:ntl 
Malaysian TrJdc: Commis.'iion llnws1mc:n1 Sc..'\.1ionl 
61h Floor. ABC Haus. Bahnhofslr. 1-9 
D-5000 Koln-1 
Telephone:: 102221) 1240071124008 
Telex: 888 1080 MA D 

Switzerland 

Din..'l:lor 
Malaysian Commc:rcial Bureau f(nveslmenl) 
Wc:inhl!rgslrasse ·B. 8006 Zurich 
Telephone:: 01-251 2646 
Telc:x: 816629 MIDA CH 

United Kingdom 

Trade Commissioner (lnveslmenl) 
Malaysian lnduslrial Dcvelopmenl Au1hori1y 
(London Office). 17. Curzon S1ree1. 
London WIY 7FE 
Tdephone: 409-0411/493-0616 
Telex: 2-B71 MIDA UK G 

UNITED STATES 

Chicago 

DireclOr 
Malaysian lndus1rial Developmenl Au1hority 
Suite 3350. John Hancock Centre 
875. North Michigan Avenue. Chicago. 
Illinois 60611 
Telephone: 1312 J 787 -4532 
Telex: 4.H0368 MIDA UI 

Los Angeles 

Consulate General of Malay'iia 
flnveslment Promotion Section) 
World TrJde Cenlrc Building .. 10. 
Soulh Figueroa Slreet, Los Angeles 
California 9<Xl7 I 
Telephone: 1213) 621-2661/2686 
Telex: 4720504 MALA UI 

~ew York 

('onsul-lnveslment 
Con~ulatc General of Malaysia Clnve~lmcnl Seclion) 
6.~0. Third Avenue. New York. N.Y. 10017 

Tdcphonc: (2121 687 -2491 
Telex: NYMIDA 424869 
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MIDA REGIONAL OFFICES 

Johor 

Regional Director. MIDA. 7th Floor. Room No. 5 
Kompleks Tun Abdul Razak. 
P.O.Box 179. 80720 Johor Bahru. Johor 
Telepho~: t0/)220550 

l\.edah 

Regional Director. MIDA. 8th Floor. Wisma PKNK. 
Jalan Sultan Badlishah. 
P.O.Box 192. 05720 Alor "·tar. Kedah 
Telephone: (09) 783151 

l\.elantan 

Regional Director. MIDA. 5th FllXlr. Bangunan PKNK. 
Jalan Tcogku Maharani. 
15000 Kota Bharu. Kelantan 
Telephone: (09) 783151 

Pa hang 

Regional Dire-:tor. MIDA. Suite 3. I Ith Fl,ior. 
Komplek Terumum. 
P.O.Box 178. 25720 Kuaman. Pahanf 
Telephone: (09) 7507334 

Perak 

Regional Director. MH>A. 1st Floor. (Tower Block). 
Bangunan Wisma Wan Mohamed. Jalan Kelab. 
P.O.Box 2 IO. 30720 lpoh. Perak 
Telephone: (05) 5130361513833 

Sa bah 

Regional Director. MIDA. 4th Floor 
Bangunan Bank Negara Malaysia. 
P.O.Box 11915. 88730 Kola Kinabalu. Sabah 
Telephone: (()88) 2114111211412 

Sarawak 

Regional Director. MIDA. Room No. 404. 4th Floor. 
Bangunan Bank Negara. 
No. 147. Jalan Satok. P.O.Box 716. 
93714 Kuching. Sarawak 
Tcleptumc: (()82) 52375152251 

Terengganu 

Regional I>irccior. MIDA. Isl Hoor. Bangunan UMBC'. 
Jalan Sullan Ismail. 
203(XI Kuala Tcrcngganu. Tcrcngganu 
Tclephom·: {09) 627200 
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Hnance companies (locall~· incorpor.ated) 

&mk-mrnecl 

I. Arab-Malaysian Finance &rhad 
2. Chew Geok Lin Finance Bhd 
3. Chung Khiaw Finance 1Malaysia1 Bhd 
4. Credit Corporation (M) Bhd 
5. D & C Finance Bhd 
6. Hod Thai Finance Corporation Bhd 
7. Kewangan Bumiputera Bhd 
8. Kewangan Utama Bhd 
9. Kong Ming Finance Corporation Bhd 

IO. Kwong Yik Finance Corporation Bhd 
11. Malaysian Inremational Finance Bhd 
12. Mayhan Finance Bhd 
13. Mongage and Finance (Ml 
14. Overseas Chinese Finance Corporation 
15. Overseas Union Trust 
16. Public Finance Bhd 
17. Sabah Finance Bhd 
18. Southern Finance Company 
19. UMBC Finan.:e Bhd 

N1111-hcmk mrnt•d 

I. Asia Commercial Finance (Ml Bhd 
2. Bolton Fin.mce Bhd 
]. Boon Siew Finance Bhd 
4. Cempaka Finance Bhd 
5. Ci1y Finance Bhd 
6. Della Finance Company Bhd 
1. fatuity Finance Corp Bhd 
8. Eu Finance Bhd 
9. First Malaysia Finance Bh<l 

10. Hong Leong Finance Bhd 
11. lnterfinance (Ml Bhd 
12. JP Finance (Ml Bhd 
13. KCB Finance Bhd 
14. Kcwangan KGN Bh<l 
15. Kewangan Pekemharjaya Bhd 
16. Kewangan Usaha Bersatu Bhd 
17. Kuala Lumpur Finance Bhd 
18. Magnum Finance Bhd 
19. Malayan Uniled Finance Bhd 
20. Malaysia Borneo Finance C'orpora1ion IMl Bhd 
:! I. Malaysia Credi! Finance Bh<l 
:!::!. Pertama Malaysia F:nance Bhd 
23. Perra Finance (Ml Rhd 
24. Supreme rinance (Ml Rhd 
25. Tenaga Finance Bhd 
26. Visia Finance Rhd 
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Merdwm banks in Malaysia 

I. Amanah-Chase Merchant Bank BhJ 
2. Arab-Malaysian Merchant Bank Bhd 
3. Aseambankers Malaysia Bhd 
..J. Asian International Merchant Bankers Bhd 
5. Asia\'est Merchant Bankers (M) Bhd 
6. Bumiputera Merchant Bankers (M) Bhd 
7. D & C Nomura Merchant Bankers Bhd 
8. Malaysian International Merchant Bankers Bhd 
9. Permata Chanered Merchant Bank Bhd 

IO. Penanian Baring Sanwa Bhd 
11. Rakyat First Merchant Bankers Bhd 
12. Utama Wardley Bhd 

So11ra: /11fomwticm Malaysia ( 1988). 
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Johore: ( Perhadanan Kemajuan Ekonomi Negeri fohor>. 8th-llllh Fk•or. Tun Alldul Ralak Complex. 
Jalan Wong Ah Fook. P.O. Box 307. fohor Bahru. 

Kedah: (Perlladanana Kemajuan Negeri Kedahl. Wisma PKNK. Jalan Sultan Badlishah. Alur Setar. 

Kelantan: (Perhadanan Kemajuan lktisad Negeri Kdantanl. T.9-11. &ngunan PKINK. Jalan Tengku 
Maharani. P.O. Box 14~. Kota Bharu. 

'.\lelaka: 1 Perlladanan Kemajuan Negeri Mdaka). Bangunan Dewan Negeri. P.O. Bm 221. Mdaka. 

'.\egeri Sembilan: (Perlladanan Kemajuan Negcri. Negeri s~·mhiianl. Banunan Pdam.:ongan. Jalan 
Paul. P.O. Box 158. Seremllan. 

Pahang: (Lemllagan Kemajuan Negeri Pahang). T.16. Kompleks Teruntum. Jalan Mahkota. 25000 
Kuantan. 

Pinang (Pulau Pinang): (Pertiadanan Pemllangunan Pulau Pinangl. I. Jalan Sungai Nillong. Bayan 
Baharu. P.O. Box %7. Pclau Pinang. 

Perak: (Pcrlladanan Kemajuan Negeri Pcrak). Jalan Kdall. Wisma Wan Mohamed. P.O. Box 217. 
Ipnh. 

Perlis: (Pcrhadanan Kemajuan Negeri Perlis). 2nd Floor. Bangunan Wisma Kemajuan. Kangar. 

Sabah: (Perlladanan Kemajuan Negeri Sallah). SEDCO Complex. P.O. Bm 2159. Kota Kinallalu. 
Sallah. 

Sarawak: IPerlladanan Pemllangunan Negcri Sarawak>. T.6-11. Mcnara SEDC. P.O. Bm 400. 
9.~902. Kuching. 

Selangor: ( Pcrlladanan Kcmajuan Ncgcri Sdangor>. Pcrsiaran Baral. Off Jalan Baral. Pctaling Jaya. 

Terengganu: (Pcrlladanan Mcmajukan Iktisad Ncgcri Tcrcngganu>. 2nd Floor. Wisma Maju. Jalan 
Paya Bunga. Kuala Tcrcngganu. 

S1111rff: /11jim11111i1111 M11/11y.1ia ( 1989). p. 275. 
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Sime Darby Bhd 

Shell Relining Co. 

ESSO Malaysia Bhd 

Federal Flour Mills 

Tan Chong Motor Holdings 
Holdings 

Rothmans of Pall Mall Bhd 

Tractors Malaysia 

Malaysian Tobacco 
Company 

Bcrjaya Corporation 

Chemical Company of 
Malaysia 

UMW Holdings Bhd 

Gold Coin 

Raleigh Bhd 

Guinness Malaysia 
Bhd 

Malayan United 
Industries 

Matshushita Electric 
Company 

Malaysian Mosaics Bhd 

Hong Leong Industries 
Bhd 

East Asialic Company 

Malayawata Steel 

Hume Industries flhd 

Malay•tn Cement flhd 

lJniphone Telc­
l"lllllfllllnil'<lflllll\ 

South l'ac1fil· 
Tntile lndu,tril·' 
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Main ac1ivi1ies 

Plantalions. manufal'lurer of ti.101wear. heavy 
equipment. molor vehicles and lraclors 

Processing and relining of petroleum crude 

Refining and production of petroleum and ammonia 

Manufacturer of anim01I feed. !lour milling 

Production and assembly of motor vehicles 
motor vehicle component parts 

Manufacturer and importer of cigarettes. pipe tobaccos 
and cigars 

Caterpillars and liactors 

Manufacture. import and 
marketing of cigarettes and tobacco products 

Manufacture and sale of galvanized wire ropes and 
other wire pn:vJucts 

Manufacturer of fertilizers. agrochemicals and 
chlor-alkali products 

Vehicles 

Milling and marketing of feeds for livestock. 
veterinary products. agrochemical and electric equipment 

Assembly of bicycles 

Brewers of beer 

Cement manufacturing 

Assembles consumer appliances and clectronk 
equipment 

Manufacture and sales of mosaic til•:' 

Manufaclurer of mosaic tile,. l·arbon papt•rs. 
typewriter ribhons, etc. 

Manufacture and sales of nutritional products. 
pharmaceutical products 

Manufacturer of reinforced steel hars 

Ashestos, 1:ement. concrete. steel prodtll.'I.\, 
pla,tics. ruhher. electronic devi•es 

Cement 

Tekcc,11111111mc<1t1011' eq111pllll'nt 

Turnover 
!Thousand MS) 

-L~20.300 

l.085..J98 

97.J.376 

968.690 

915.186 

765.330 

675.853 

.J89.207 

.J77.3(>9 

.J68..J97 

383.383 

338.172 

328.708 

291.111 

269.872 

2.J6.889 

2.J6.l!n 

2.J I. 180 

192.88.l 

182.651 

181.6.16 

I l~.776 
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