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List of Cowpanies and Organizations Visited by the Study Team
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NO..  NAME OF COMPANY ADDRESS TEL.
(ASSEMBLER)
1. Hicrocomputer Systems No.28A-25A, Jalan Jejaka 7, 03-9840119
(M} Sdn. Bhd. Taman Maluri, €eras, 55100
: K.L.
2. Sharp-Roxy Corporation Lot 202 Bakar Arang ind. Est. 04-412854
(M) Sdn. Bhd. 08000 Sungai Petani Kedah
3. Sony Electronics (M) Fiz, Prai Ind. Est., 13500 04-396400
Sdn. Bhd. Prai, Penang .
4. Sapura Holdings Sdn. - Bangunan Sapura, Jalan Enggang,  03-4572033
Bhd. Ulu Kiang, 54200 K.L.
5. Matsushita Ind. Corp. No. 2, Jalan St 8/1, Sungai - 03-7761872
Sdn. $hd. ¥ay Ftz, P.0. Box 1012, Jin.
Semangat, 46966 Petaling Jaya
B..Skt. Hitec Sdn. Bhd. 22, 24 % 26, Jalan Bakau, 07-722611
: 86000 Kluang, P.0. Box 55,
86007 Kluang Johor
1. Okida Enterprise Sdn. 68, Jalan Haji Manan, 86000 . 07-723564
Bhd . Klusng, Johor
8. Clarion (H) Sdn. Bhd. Ftz.1, 11300 Dayai Lepas, - 04-839106
Penang S
9. Radiola Corporation (M) Bayan Lépas'th, Phaselll, 04-832840
Sdn. Bhd. 11800 Bayan Lepas
'10. 1.E.5. Industries 8-B, Jalan Tara, Kawasan. 07367288
Sdn. Bhd. Perindusirian Tampoi 80350
o Johor Bahru, Johor
11. ¥Wearnes Electronics | 99 Jalan Parit Masjid 82000 07-871068
(%) Sdn. Bhd. Pontian Johor
12. Fujitsu Component (M) Mo, 1, Lorons Satu, Kew. 07-481392
Sdn. "Bhd. Perindustirian Parit Reja,
86400 Batu Pahat Johor
13. Kitsumi Technology _Batu 34 1/2 Jalen Johor 82000 07-871822
(M) Sdn. Bhd. Pontian Johor '
(CO!PGHERT HAKERS) | |
" I4. Tamura Electronics () Lot No. 1 Jalan St8/8 Sunge 03-7760950
~ Sdn. Bhd. " ¥ay Ftz 47300 Selangor
15. Hegeweyer Industries 19 Jalen Tandang 46050 P.J. 03-7910711



{¥) Sdn. Bhd.

16. Kris Components Snd. Lot 11A, Lorong 2A, Cheras 03-9055117
Bhd. Jaya, Jalan Balakong, 43200
Batu 9 Cheras, Selangor
17. NEC Home Electronics Lot 9, Tikam Batu Ind. Est., 04-478700
(B) Sdn. Bhd, P.0. Box 4, 08007 Sungai
Petani, Kedah
18. Lambang Hidup Limited 2022 Solek Perusabaan 1, 04-306457
Prai ind. Complex, 13600 Prai,
Penang
19. Crystal Precision (W) .Phase W Ftz 11900 Bayan 04-8383712
Sdn. Bhd. Lepas Penang
20. Kohno Plasties (B) Sdn. Lot 79, Lorong Enggang 35, 03-4586022
Bhd. Kawasan Perusahaan Bebas,
ampang Ulu Klang, 54200
Selangor
2t. Taiko Electronics (B) Plo No. 28 Kawasan Perindus- 07-592268
Sdn. Bhd. trian Sepai, Johor
22. Xee Fatt Industries 22 W/S Jalan Air Hitam 07-631635
" Sdn. Bhd. 81060 Kulai, Johor .
23. Frs (M) Sdn. Bhd. Lot 20, Jalan 26/3, Section 03-5111515

28 Kawasan Perindustrian
Hicom 40000 Shak Alam Selangor

24. Polynic Industries Sdn. 4885 & 4866, Jin. Permstang 04-345569
Bhd. Pauh, Mak HMandin Indl. Est..
Butterworth Penang '
25. Innopower Keidenki Sdn. Lot 2, Persiaran Sultan, 03-5580977
Bhd. Shah Alam Indl. Est.,

40000 Shah Alam Selangor
26. Clairvoy (H) Sdn. Bhd. /0 Radiola Corporation (M)
Sdn. Bhd.
Bayan Lepas F.T.Z., Phase M, 07-832640
11900 Bayan Lepas, Penang

(GOVERNMENT ORGANIZATION)

27. Halaysian Industrial 3.4.5-6P1, VWisma Damsnsara, 03-2553633
Development Authority Damansara Heights,
(Electrical, Electronics P.0. Box 10618 K.L.
- Industries)

28. Jabatan Telekon Kementerian Tenaga, Telekom 03-25b6687
Halaysia Dan Pos

¥ispa Damansara
Jalan Semantan, K.L.

(OTHERS)
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29,

30.

Syarikat Telecon
Maiaysis Bhd.

Canan Marketing (W)
Sdn. Bhd.

Head Office, Bangunan Bukota
Jalan Pantai Baru
X.L.

50 Jalan Penchala,

46050 Petaling Jaya
Selangor.
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CATHOD RAY TUBE (CRT)

HO. NAXE OF COMPANY ADDRESS TEL.
(TV MANUFACTURERS) _
I. East Coast Electronics 114 Jalan 215 48050 P.J. Selangor  03-7814322
2. Matsushita Electric Shah Alam Ind. Site 40000 03-5591010
Shah Alaws Selangor
3. Sharp-Roxy Electronics Pio No.1 Kawasan Perindustrian 07-4454466
Sri Gading 83009 Batu Pahat
Johor
4. Setron Lot 15 3 3/4 K.S. Jalan Tampoi 07-322188
81200 Johor Bahru Johor
5. Sharp-Roxy Appliances liB Jalan 223 Section D1A 485100 03-7571477
P.J. Selangor
6. Syarikat Hitek 22,24 & 26 Jalan Bakau 86007 07-722326
Kluang Johor '
7. Silver Electronics No.2 Pesiaran Raja Muda 4G000 03-55005622
Shah Alan Selangor :
(Auxiliary Facilities Companies) -
8. Alccone M & E Bangunan Ame 36 Jalan Manis 3 63-9301313
Engineering Yan Segar Cheras K.L.
9. Arkitek Haa Bangunan Ming 15-01 Jalan Bukit 03-2308955
Nanas 50714 K.L.
10. Aquamech Co. No.5 Jalan Segambut 51200 K.L. 03-6269930
1t. Mecomb (M) No.20 Jalan 225 P.J. Selangor 03-7743422
12. Malaysian Oxygen 13 Jalan 222 P.J. Selangor 037554233
13. Organo (K) Lot 14.03 14th Floor Menara Mppj 03-7567508
Merdeka Square 46200 P.J. Selangor
4. Taikisha Ltd. 22nd Floor Ubn Tower No.10 Jalan  03-2222033
P.Ramlee 50250 K.L.
15. Dayuan Enginering (W) 475 Jalan Ss 21/39 Damansars 03-7172626
47400 P.J. Selangor
(Comporents Hanufacturers) _
16. Hitachi thsuner Loi_No.4 Jatan Pi/4 Bangi Ind. 03~8250801
Products “Est. Bandar Baru Bangi 43000 '
: Kajang Selangor
17. ¥Wearnes Electronics 99 Jalan Parit Masjid 82000
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18.

19.

20,

21.

22.

“[tami Plastic

Hatsushita Precision
Ind.

NEE Semiconductor (¥)

NEC Home Electronics (M)

Kohno Plastics

(Others)

23.

24.

2b.

26.

27.

28.

Selgnsor Sedc

Fen

‘Sirin

Hismos

Halaysian Technoiogy
Park

Sumitomo Co.

Pontian Johor

Plo No.2 Kawasan Perindustrian

© Sri Gading 83009 Batu Pahat Johor

Plo No.1 Perdagangan Bebas Ftz Kb
No. 104, 81400 Senai Johor

Telok Panglima Garang Ftz 9 1/2
diles Jalan Banting Kuala Langat
42500 Selangor

Lot 9 Kawasan Perusahaan Tikan
Batu Peti Surat 4 08007 Supgai
Petani Kedah

Lot 79 Lorong Enzgang 35 Kawasan
Perusahaan Beras Ampang Ulu
Klang 54200 Selangor

Kowplex Pkns 40505 Shah Alam
Selangor

Tingkat 17 Wisma Siwe Darby Jalan
Raja Laut 50350 K.L.

Peti Surat 35 40700 Shah Alan
Selangor

Lot 7.2 & 7.3 Tingkat 7 Kompleks
Bukit Naga Off Jalan Semantan
Damansara Heights K.L.

‘Lot 8,10,12 Block a Jalan Jaya 5

Taean Jaya Bandar Tun Razak
Cheras K.L.

Ubn Tower 10 Jalan P. Ramiee K.L.
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CERAMIC 1C PACKAGES & SUBSTRATES
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ND. NAME OF COMPANY ADDRESS TEL.
(SEMICONDUCTOR MANUFACTURERS)
I. Motorola (M) Sungei ¥ay Ftz No.2 Jalan §s8/2 03-7761177
: P.J., Selangor :
2. Harris Semiconductor $#33 Lot2 Lrg D3-4569227
Enggang Ulu Klang Ftz, K.L.
3. Advanced Hicro Device Phase i, Ftz 04-838114
Bayan Lepas Penang
4, Integrated Device Phase 11, Ftz 04~-832101
Technology (¥) Bayan Lepas Penang
5. Intel (W) Phase 11, Ftz 04-832021
Bayan Lepas Penang
6. Motorola (M) Phese 11, Fiz 04-832511
Bayan Lepas Penang
7. Siemens Litronix (M) Phase iI, Fiz 04-834404
Bayan Lepas Penang
8. Carsem (M) Japan Lspangan Terbang, lpoh 05-201091
3. Naito Electronics Lot 57 Senawang Ind. Est. 06-775487
Seremban, Negri Sembijlan
10. Motorola Semiconductor Lot 122 Senawang Ind. Est. 06-8773088
Seremban Negeri Sembilan
11. Sgs Thosson Tanjion Agas Ind. Ares Muar 07-921801
Microelecironics Johor
(MOULDS & DIES MANUFACTURERS)
12. Micro Machining Bayana Lepas Ftz Penang 04~-830908
13. Dyna Craft Bayana Lepas Ftz Penang
14. Eng Hardware Plot 69 Persiaran Kampong Jawa, 04-840122
Engineering Rayan Lepas Ftz Penang
15. Topia Enginnering Lot 56 Tasek ind. Est. 31400 05-551855
Ipoh Perak
16. Poly Tool No.9 Persiaran Indah Rokam 4 05-203633
Gunong Rapat 31350 lpoh Perak
(PRINTING COMPANIES) |
17. Life Offset & Engraving 82 Jalan Petaling 50000 X.L. 03-2382016



18.

Th Loy Industries

(FIRE-BRICK MANUFACTURERS)

19.

Z0.

2.

Sea Ceramics

Sea Inax

Armitage Shanks (M)

(Others)

22.
23.
24.
25.

28,
27.
28.
29.

30.
31.

32.

Note:

Mitsui High-Tech
Northern Telskon
Industries

Kitako Electronics
NEC Sales (M)

Sumitomo Co.

Japan Electronics:&
Electrical Firs Group
(JEEF)

Kalsysia American
Electronics Industries
Group (MAED)

Fenang Development
Corporation

U.S.M.

Sirim

Himos

4 Jalan Segambut Selatan Segambut,
51200 X.L.

8 3/4 Mile Jalan Ipoh, 68100
Kuala Lumpur

Lot 552 Tennawaram Est. jalsan
Raje Musa, Locked Bag No.212
45600 Batang Berjuntai, Selangor

Jalan 225 46100 Petaling Java
Selangor

Lot 11-A Jalan Ragum Shah Alas,
Selangor

Bayan Lepas Ftz Penang

Pt 1461 Senawang Ind. Est.
70450 Senawang Regeri Semhilan

13th Floor Bangunan Arab Malaysian,

55 Jalan Raja Chulan, K.L.

. Ubn Tower, 10 Jalan P.Ramlee, K.L.

. 42507 Telok Panglima Garang 15Ka

Kiang-Bantin Road Kusls Langat
Selangor

Ko.1 Lfong Enggang 33 Ampang Ulu
Kelang 54200 K. L.

No.l Jalan Sungai Nibong Bayan
Lepas, Pgnang o

Universiti Sains Malaysia Penang

Peti Surat 35 40700 Shah Alam

Selangor

Lot 7.2 §-7.3 Tingkat 7 Kompleks
Bukit Maga Off Jalan Semantan
Damansara Heights K.L.

03-6271215

03-6184422

03-8718912

03-756b2522

03-5503187
04-834211
06-770710
03-2387788
03“2308133
03-9526001

03-4567077

04-832111

4-875407

03-56951630

03-2662700

JEEF:and MAEL don’t have their own offices, so the addresses of these
organizations are that of Toshiba Electronics (JEEF) and Texas Instruments

(MAED). :
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RUBBER FODTWEAR

NO. NAME OF COMPARY

ADDRESS

TEL.

(SHOES, BGOTS MANUFACTURERS)
1. Bata (Malaysia) Berhad
2. Cougar Industries (M)
Sdn. Bhd.

3. International Footwear
(Penang) Sdn. Bhd.

4. International Footwear
Pereada (Kedah) Sdn.
Bhd.

5. Kosan Shoes Industry

6. HMarco Shoe Sdn. Bhd.
7. 0zly Sdn. Bhd.
8. Sime Darby Footwear

Sdn. Bhd.

9. Viking Askim Sdn. Bhd.

(PERIPHERAL INDUSTRIES)
RAW MATERIAL SUPPLIERS

10. J & P Coats (Hfs.) Sdn.
Bhd. {(Yarn)

11. Kam Yoong Shoe Manufac-
turer (M) Sdn. Bhd.
(Soles and Slippers)

12. Kauunting.!ndustries -
Berhad (Canvas)
13. New Engineering Sdn.

Bhd. (Soles)

14. Nylex (Malaysia) Sdn.
Bhd. (Pve Leather)

3 1/4 Mile, Jalan Kapar,
41900 Xlang Selangor

167, Jalan Batu 27, Off Jin
3 Lama, 41300 Xlang Selangor

1784 Beach Street,
11600 Penang

96-G, Mergong Industrial
Estate, Secherang Jalan Puira
Alor Setar, Kedah :

4th Floor, Block B Locked

Bag No. 83, VWisma Kosan Likas,
Likas 88338, Kota Kinabalu.
babah

Pandagaran lhdustriai Site
42008 Port Kleng, Selangor

22nd H.S. Kulai Air Hitam
Road, 81000 Xulai Johor

Lot 1, Alor Gajah Ind. Est.
Alor Gaiash Malacca

Prai Free Trade Zone
12700 Butterworth, Province
Fellesley

P.0. Box 91, 12710 Butterworth

Ho. 21, JIn P/8, Kawasan
Perusahaan 43000 Bangi,
Selangor

- Kamunting Industrial Estate

P.0. Box 17, 34800 Kamunting,
Taiplng

123, Jalan Gentlng Kelang,

Setapak, 53300 Kuala Luapur

‘Shah Alam Industrial Estate

P.0. Box 33, Section 16,
40700 Shah Alam, SElangor
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03-3425418
03-3424382
04-25818

04-738633
088-34805
033687451
07-633902

08-562224

04-349555

04-307199

03-825872

05-824165

| 03-4298117

03-5591708



156. Tong Fatt Shoes Hirs.
Sdn. Bhd. (Soles and

421 Batu 4, Jalan Xluang
83007 Batu Pahat, Johor

07-441863

Slippers)
16. ®inson Industries Sdn. 138, Jalan Bakti, Larkin 07-361546
Bhd. (Shoslaces) Ind. Est. 80350 Johor Bahru
—- TOOL MANUFACTURERS
{7. Fee Kee Sdn. Bhd. Lot 30 Light Industrial (07-6349968
(Lasts) Area, Taman Xepong, Kepong,
52100 Kuala Lumpur
18. Hya Seng Co. (Moulds) 48H, Jalan Lima, Off Jalan 03-2216045
Chan Sow Lin,
55200 Kuala Luapur
19. Sum Hing Engineering No. 17, Jalan Tiga, Off 03-2219105
¥orks Sdn. Bhd. Jalan Chan Sow Lin, 55200
(Houlds) Xuala Lumpur
20. Wong Brothers Engraving No. 20, Jalan Besar, 03-9486773
& Engineering Sdn. Bhd.  Serdang Lama, Selangor
(Moulds)
- RUBBER INDUSTRY RELATED COMPANIES
21. Central Elastic Corpo- Plot b6-61, Soick Perusahaan 04-306212
ration Sdn. Berhad 1, Prai Industrial Complex
22. Lyl Rubber Sdn. Bhd. 13th Floor, Lee Yan Lian Bldg. 03—2305650
JIn Tun Perak, 500560 K.L.
(TRADING CUHP!NIES, RETALLERS AND FINANCING INSTITUTIONS)
23. Sumitomo Corporation 4th Floor, ¥isma Supreme 03-208133
J1n Punchek, P.0. Box 10297
50710 K. L,
24. Rarubeni Corporation 5th Floor, Ubn Tower, 03-2381688
10 Jin P. Ramlee,
50250 K.L.
25. Yaohan (M) Sdn. Bhd. The Hall, Lg Floor (03-29372565
Jin Tun Ismail
50480 K.L.
26. The Sumitoso Bank Ltd. 3rd Floor, Hui Plaia 03-2483566
o Jin P. Ramlee,
50250 K. L.
{OTHERS)
21. Malaysian Export Trade  G. Floor, Wisma Pkns 03-2928122

Centre (MEXPO) J1n Raja Laut, 50350, X.L.
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28.

28,

30.

31,

3z.

Rubber Reseach Institute
of Malaysia (RRIM)

Standard and Industrial
Research Institute of
Malaysia (SIRIM)

Departwent of Industrial
Deveiopuent & Research,
Sabal

Kalaysian Industiral
Development Authority,
Kota Kinabalu Office

Kalaysian Rubber
Products Manufacturers’s
Association (MRPMA)

Experiment Station
47000 Sungai Bulok

Selangor

Persiran Dato Menteri

Peti Surat 35,
40700 Shah Alam, Selangor

4th Floor; Bank Negara

Malaysia Bldg. 88730
Kota Xinabalu

Visma Getah Asli
148, Jln Ampang
10508, K.L.
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3. Questionnaire Sheet for Survey in Malaysia






QUESTIONNAIRE SHEET

THE STUDY ON SELECTED INDSUTRIAL

PRODUCT DEVELOPMENT IN MALAYSIA

(FOR ELECTRICAL AND ELECTRONICS
RELATED INDUSTRIES)

OQctober — November, 1988

PREPARED BY:
JAPAN INTERNAT (ONAL COOPERATION AGENCY
IN COOPERATION RITH
HALAYSTAN INDUSTIRAL DEVELQPHENI_ABTHORITY
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A, COMPANY OUTLINE

1. Name of Company

2. Address of Head Uffice

Tel

Tlx

Fax

3. Name of Chief Executive :

4. Date of Establishaent

5. Paid-up Capital C M

6. Number of Employee P wages paid (1987) _

7. Type of company

Ola. Sole proprietorship d, Ligited Partnership
[b. Company Corporation [Je. Joint Venture Company
E]q. Government Company

8. Total Fixed Asset

Investwent in Halaysia

9. Total Fixed Asset

Investaent Worldwide
(Manufacturing)

10, Nusgber of Manufacturing :

Operations worldwide
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B. PRUDUCIiON AND EXPORT (1987) & (1988)

l. Production and Export

e

Production Production Export Major

Item ' - . Ratio Export
Unit Value (%) Dest ina-
B (N$) tion
87 | 88 87 - | 88 |

Jan-bec | Jan-Oct | Jan-Dec | Jan-Oct | 87 B8 87 88

2. Use of Préferehtial Heasures for Exports:
3 Received . {3 Not Received

If received : Have exports incressed 8s & result of receiving export
incentives? :

O Yes 0 Mo
11 not received :
. Procedures are too couplicated
. No knowiedge ‘that the system exists
. -Grant of measures are too slow

. Effects are doubtful
. Otehrs (Please specify)

oooog
e o0 op

3. What'ieasurés are-you receiving?

. Export CPEdlt Ref:nanclng Scheme

. Abatment of AdJust Income  for Export

. Double Deduction of Export Credit Insurance Prelluns
. Industrial Building Allowance

. Others (Please Specify)__

'DDDDD
[N =N = -
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4. Are you enjoying GSP benefits in exports

[0 Yes

t] No

C. COMPONENTS & RA¥ MATERIALS

Major Cosponents

Supplied By

& Raw Materials

lsport Seif- Local

Production Hanufacturer

Major Supplying
Company

D. LOGAL SUB CONTRACTING COMPANIES USED

1. Use of Loeal Sub-contracting Companies

1 lUsing

O Not using

2. (a) How many local Sub-contractors does your company use?

(b) Indicate percentage of Sub~contractors who are foreign owned

3. Major products or services for wmhich local sub-contractors are used:

4.  Ceneral evaluation of loca! sub-contracting companies:

8) Quality
b) Quantity

c) Delivery

'd) Technical level:

of Staff

ClGood Cfair -
C1Enough o .
E]Punctual' B Ejsﬁlét}ies late
Ciigh . Dididdle |

A-34

' C]Poor
OShort
JAlways jate

Cllow -




e) Management ¢ [Good (fair © (1Bad -
Does your .cbnpany give any assi_stance to local sub contractors?
O VYes O Ro

If yes, the type of assistance is

3 a. Tecﬁnical Assistance
1 b. Assistance for lmprovement of Quality
[0 <. Assistance for securing market

{1 d. Financial Assistance
[

e. Others (Please Specify)

Is all purchasing of componentis and parts undertaken by vour company?
O Yes O No

Does your company {or group) participate on equity in your current
overseas suppliers?

O VYes  No
If yes : State number of suppliers with equity ownership

1 Lless than 10

a 11-25
[ 25 - 50
1 50 and above



E. INCREASE OF LOCAL COMPONENT .

% Please list those items currently imported but being planned considered
desirable to be procured frow dowestic wanufacturers or suppliers.

Name of Component Manufacturing Nugher of Years
No. _ : Required for
Material & Services Process Bomestic Procurement

F. LABOUR MANAGEMENT

1. Type of ¥orkers :

Simple worker

Semi—skilled workers

Skilled workers

Foreman/inspector

Engineer

Clerical staff

e R’ B8R ¥ R ¥ a2

Hanager

2. Education Level of Factory Workers :

University

Technical Institute/Fore 6

we e e

Upper secondary school

&2

Lower secondary school

Elementary school
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+

3. VYears of Experience :

Less than 1 year

I - 3 vears

3-4 Qears -
6 - 10 years o

Over 10 years

4. Labour Union :
3 Yes 3 Ne

{f yes, the participation ratio :

5. Probler Areas
{1 a. Shortage of workers
'E] b. Lack.of skille& ﬁorkers or enginners
¢. Frequent job hopping
d. Difficulty in labour negotiation

O

[

[ e. High fringe benefit.payient

O f. Rapid increase of labodr costs
0

g. Strong government request for the increased use of local
workers

. Expenses for training & technical support are very hish

O
=

[ i..Others {Please specify)

2€ 2R = 2 2=

G. TRAINING
1. Does your company give soEe in-house training?
O Yes 0 Ne

If ves, please specify the types of training :

2. Types of workers trained in-house :

0 a. General workers
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Skilled workers
Instructors
Engineers
Clerical staff

Executives

Are you using training incentive?

{1 b,
1 e
0 d.
[ e
0o .
If using :

{1 VYes 0 No

Please indicate nuaber of training prograames and budget before receiving
training incentives

No. $

Please indicate number of training programmes and budget afier receiving
training incenlive : :

No. _ $

¥hat kind of training did your skiiled workers have befere Jjoining
your comepany? '

[
[

(I

Government training institutes
Past working experience
Others

Kone

Did you provide additional training for workers recruited from government
training institutes?

0 VYes 0O N

If yes, for how long ®%as the training conducted?

EJ:-Lesé-than 1. menth
O 1 - 3 wonths

[d More than 3 months
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H- R_jhﬂ
1. Does your company have R & D department?
1 Yes O No

If yes, 1) Please specify the type of R & D Activity

2) How many R & D staff do you have?

2. Are you using R & D incentives?
J Yes 0 No

If yes, please state the number of R & D programmes and budget before
receiving R & D incentives

No. $

Please state the number of R & D programmes and budget after receiving
R & D incentives ‘

Xo. $

1. INVESTMENT INCENTIVES

1. lndiéate investment incentives pf’eviously enjoued: |
[1 Pioneer Status
[} investment Tax Credit/investnent Tax Allowance
[ Eprrt Incentives
[ Accelerated Depreciation Allowance
[J Reinvesiment Allowance
2. Indicate iﬁvesfnﬁnt incentives currently enjoying
Ei! | Pioneer Status
_inves"tnent Tax Al iowémc_e

(]

0 Acé’elerat'ed Depreciation

B chéleféted Debr"e'c;iation A_ilowance
a .

Reinvestment Allowance
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J. JOINT VENTURE/TECHNICAL T1E-UPS

1. Desire for Joint VYenture :

3 Yes

[0 No

9. Desire for Technical Tie-ups :

1 Yes

[0 No-

3. Desired Joint Venture Partner Country

0
[w]
[}
]

]

4. %hat do you expect

8.

b.

C.

d.

Japan

U.S5. 4.

UK

Others (Please specify)

from the partner company?

‘0 a. Technology transfer

a
[
O
[

b.
c.
.

e.

On~the job training
Overseas market already developed by the partner
Knowledge of management

Finance

"5, Have you previously stteapted to obtain joint ventures/technical

tie-ups?

3 Yes

3 %o

If yes, indicate number of serious attempts made

[ Less than 3

E] 4 - 8 times

[0 More than 8 tises

8. Indicate why attempts at joint ventures/technical tie-ups have failed

g

O O 0o O

Disagreesent on equity ownership

Cost of technology payments too high

No wmarket support

Training of workers too expenseve

Insufficient technology support

Machineries too expensive
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i1 Others, please specify

K. INVESTMENT ENV!RGNHENT FOR_FOREIGN AFFiLIATED FIRMS
(ONLY FOR FOREIGN AFFILIATED F[RKS)

1. HMajor reasons that your company has dedided to.inQest in Malaysia:
O a. Low level of labour. cost
O b. Avallab}llty of high quality labour force

c. Good investment incentive systems

d. Good infrastructure

. Political and economic stability

f. Business of the procurement of raw materisls

o 0O 0 o4
&

g. Expectation for the expansion of Halaysnan ‘dogestic
garket

-4
=2

. Others (Please specify)

2. lﬁdicate nature of investment in Halaysia
{3 Expansion from home base
[0 Relocation from home base
If expansion : where are the bulk of the sales to be directed to :
Malaysia |
Hoze Cdﬁntrv

O
0
O Asia (except Japan)
00 Europe
a

- Others (Please Specify)

3. Indicate the expansion in 1nvestlent undertaken in Malaysian since your _
: establishnent ' Co

Ko. _ .~ Total additional investgent :'§
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4. Nationality of your parent Company @

5. You are requested to evaluate the existing conditions in Malaysia
concerning the following items :
(The figure 5’ is highest rank)

J.

L. TRANS-ACTION ¥WITH FOREIGK AFFILIATED FIiRMS IN HALAYSIA_

Fundamental Attitude toward
Foreign Invesiment

Regulation of Foreign Equity

. Corporation Tax Rate

Preferential Taxation Systea of
Investment

Infrastructural
Costs of Lands and Buildings/Structure
System of Distribution

Level of Wages

. Quality of Labour Power

Turnover of Workers

|p—

[

[

fr—

[t

Y

l—

[

2z 8 4
2 3 4 5
2 3 4 5
2 3 4 5
oz 3 4 s
oz 3 4 s
oz 3 a4 5
oz 3 4 s
2 3 4 s
2 3 4 5

(ONLY FOR LOCAL F1RNS)

1. Are you carrying on transactions with foreign affiliated companies?

If no, please specify the following aquestions:

[l Yes 1 No

2. The reason why vou have not carried on transcations up to now is

£1 a. You had no opportunities of negotiations

[0 b. Your manaufactures did not satisfy clients’

desire-levels

1 c. You had no confidence in keepiﬁg dates of deliveries

O d. You did not reach agreerents as to prices

A-3-12



[ e. You do not wish to carry on transaction with foreign
affiliated companies.

Please specify the reason why not?

{1 f. Others

From now on, do you have an intention to carry on transactions with
foreign backed enterprises?

L[l Yes 3 Mo

Indicate problem areas in past/present association with foreign
affiliated companies: '

0 Credii period too long

{1 Less than 3 months

1 3 - 6 months

[0 More than 6 months
Insufficient technibal supporf
Insufficient lead time for, or

Lack of communication

O 0O 0O o

Others (Please specify)
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QUESTIONNATITRE SHEET

THE STUDY ON SELECTED INDUSTRIAL
PRODUCT DEVELOPMENT IN MALAYSIA

(FOR RUBBER FOOTWEAR INDUSTRIES)

October - December, 1988

PREPARED BY:

JAPAN INTERNATIONAL COOPERATION AGENCY
"IN COOPERATION WITH
MALAYSIAN INDUSTRIAL DEVELOPMENT AUTHORITY
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SURVEY ON RUBBER FOOTWEAR

The Study Team on Selected Industrial
' Product Development

c/o Malaysian Industrial Development Authority (KI1DA)
Wisma Damansara, P.0.Box10618, Kuala Lumpur 23-03.
Tel. 03-255-3638 Fax. 03-255-7970 :
Attention: MS. VIVIENNE TAN / MR. TAKEHIDE TERANISHI

I. Background:®

An azreement was reached in September 1986 between the Malaysian
Governwent representatives and Japanese cantact team in implementing the
study on Selected Industrial Product Development.

In August, 1987 Prellmlnary Survey Team dispatched by Japan International
Cooperation Agency (JICA) has agreed on the scope of study with the
Malaysian representatives. .

In order to inp}ement the full-scale study on selected industrial produel
development, the Study Team will be in Hala}sla from October to December
th;s year to conduct the field survey.

Based on the findings and analyses of these two-month's study, we will
discuss. the problens and work out a comprehensive package of programmes to
promote the export of the products concerned.

O.Objective of the Study:

The objective of the study is to undertake studies on selected industrial
products and to formulate industriel deve!opment and export promotion
strategies for these products.

This study will be carried bn for three years. This year, following seven
items are surveyed for the study.

(1) Office Electronic Equipment
{i) ¥ord Processors

(ii) Photocopying Nachines
(iii) Facsimile Machines
(iv) Telex Machines

(2) Cathode Ray Tubes

(3) Ceramic Packages/Substrates

{(4) Rubber Footwears

M. Contents of t he Study:

‘1. Overview of the present situation of the selected indusirial products.

2. Study of the existing status of manufacturing establishments in

. Malaysia for the selected industrial products,

3. Study of the export markets of the selected industrial products.

4. Recommendation of policies and measures for the development, technical
up-grading and export pronotlon strategies for the selected industrial
products.

‘5. Cost analysis studies for the selected lndustr}al producis in Malaysis

‘and siwilar products in Japan.

Study for direct investment and technical collaboration.

Interviews with the Government officials, business circles, private

companies, etc. understanding the current situation and find problens

and preparing comprehensive programpes.
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N. Members

V.

Di

of the
Heihachiro AOK]
Issei KOIDE

Tadao TAMAL

Tsuneo TANAKA
Yoshitsugu MATSUNOTO
Takehide TERANISHI
Junko SEK{GUCH!
Takashi NOBEHARA
Kazuo MISHIHA

Mitsuo SHIMIZU
Yusuke EMURA

Masami I1DENUMA
Makoto NAGANO
Akihiko YAMADA

Osamu YAMADA

Hidenori AKIYOSHI

Team!:

Tean lLeader/Economist

Deputy/Economisi/Export Promotion & Investment

Econcmist/Export Promotion

Economist/Industrial Policy

Economist/Office Electronic Equipment

Economist/Rubber Footwear

Econonist/Electronics

Deputy/Developaent Econowist/Management

Econonist/Manageaent

tndustrial
Industrial
Industrial
Industrial
Industrial
Industrial

industrial

Engineer/Production Engineering
Engineer/0ffice Electronic Equipsent
Engineer/0ffice Electronic Egquipment

Engineer/ﬂfficé Electronic Equipment

Engineer/Cathode Ray Tube

Engineer/Ceranic Packages-Substrates

Engineer/Rubber Footwear

¥ Officers in éharse of Rubber Footwear

rection for

use .

. Please tick in [0 wherever is appropriate.

Please fill in as wuch information as possible.

{Juestiionnaire completed and returned to us are used only for our survey and

are not made public.

Please photostat one set of the completed questionnaire for your own keeping.

Please return the completed questicopaire to the above-mentioned address
October 29,

by

A-3-
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QUESTIONNAIR

A. COMPANY OUTLINE

1. Nawe of Company

(1) Address of Head Office

Tel Fax
(2) Address of Factory
Tel Fax
2. Name of Chief Executive
3. Name of Responsible : Name
Person for Céntact
! Designatiogn
- 4. Year of Establishment -
Year of Commencenment of
Rubber footwear Production :
5. Paid-up Capital D NS$
Sharehoiders:¥alaysian L NSS
:Foreign . HS$ (Investor: ___
6. Main Bank
7. Land & Factory Ares : Land e, Factory .
8. Main Production Jtems
9. Annual Sales Turnover & Number of Employees (at the end of the year)
(1) #hole cosmpany ¥ estimate
1984 1985 1986 1987 1988 x 1989—;4A
Annual sales (M$1,000)
Nusber of emplovees
(2) Rubber footwear division ¥ estimate
1984 1985 1988 1987 | 1988 x | 1989
Annual sales (¥$1,000)
Number of empioyees  ' ]
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QUESTION ONLY FOR RUBBER FQOTWEAR

B. PRODUCTI1ON

t. Production Yoluwe & Capacity

(unit: 1,000 pairs/year)

Production ites

Production_volume

___LCapacity

1986 1987

present

(1) Yulcanize & Cold Cement
-Canvas Shoes
Sports Shoes
-Boots
-Rubber Soled Fooiwear

‘Slippers & Sandals

(2) Injection
-Canvas Shoes
+Sports Shoes
‘Boots
*Rubber Solgd Footwear

+Slippers & Sandals
(3) Soles & Heels

(4) Others

Excluding -Plastic shoes

‘Leather shoes for Bents & ladies with rubber soles
Including -Leather sports shoes with rubber scles

Please attach the list with your own production item classification,
if this production item classification is nol appropriate.

2. Uperations

(1) Operation days

(2) Operation hours :

days/year (1987)

hrs/day 1 shift :

2 shift : ~
3 shift : ~
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RELREA

e

3. Manufacturing Process

(1) Manufacturing process and capacity

[1 Auto-Clave Yulcanizing Process

{1 Cold Cement Process

3 Injection Moulding Process

1 Slush Process

pairs/line:day

pairs/line-day

pairs/day

pairs/day

(2) Local sub-contracting companies used

1) ¥ajor producis or services made by local sub-contractors according
to your specifications.

Products or Servises

Values(M$1,000) /yr

Names of sub~contractors

Uppers
Soles

(please specify)

2) General evaluation of local sub-contracting companies:

a) Quality
b) Quantity
¢) Delivery
d) Technical Level

e) Management

: [ Good

: [ Enough

: O Punctual
: £J High

» [0 Good

t] Fair

L] Bad

1 Sometimes short [0 Always short

[} Sogetimes late [ Always late

C1 Middle
O Fair

O Low
7] Bad
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4. Manufacturing Equipeent & Machinery (only estimate of years of use)

Number of years of use (unit) Planning to  {unit)
Name of : install within
Hachinery & Equipment uhder 3-10 | over | under 1-3 over

Total 3vears{ years | 10year{ 1 year | years| 3vears

Banbury Mixer
Hixing Roll
Calender Roll

Heat Press (making moulded
rubber sole)

Sole-Cuttier
Cloth-Cutter
Skiving Machine

Sewing Mahcine with Flat
& Post

Tacking Sewing Machine
Cosmputer Sewing Nachine
Double Eyelet Machine
Toe — Laster

Side — Laster

Heel - Laster
Vulcanizer

Injection Machine

5. Mould / Last
(D Méking mouid in your company ? ‘
[]VYes [J Ne * If no, where tof;et ? {0 Local .Ej [uport
(2) Making last in your cospany.? *' |
| O Yes 3 No If no, where to get ?7 ! Locél 1 leport

(2) ¥hat kind of last used ? C1 Alwinius Last . 1 Plastic fast
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6. Quality lnspectiqn
(1) Quality inspection department
[J Have [1 Do not have
(2) Quality inspection standards prepared
1 Have [0 Do not have
(3) Boundary saaples for inspections
i Have {1 Do not have
(4) Sampling inspection in manufacturing processes
O Do (1 Do not do
(8) Final inspection
[0 100% inspection {3 Sampling inspection
(6) Reparing ratio

How-many percentages ? : 5/€1987)

{7} Defective ratio

How mény percentages ¢ : %/€1987)

(8) Claisms on.inferior quality

How many cases ? ' : cases/year{(1987)

7. Technical Standard

(1) ¥hat kind of Industrial (Rubber Footwear) Standard used for your Brand products ?

{2) What kind of Industrial (Rubber Footwear) Standard used for OEM Brand_prodﬂcts ?

{(3) More strict company standard than Industrial (Rubber Footwear) Standard
[3 Have  [1 Do not have
8. Delivery | _
i .'(I) How many days to be needed for de[ivérv in case of new order on OEM 50,000 pairs ?

days

(2) How_many days to be needed to get next itess for new order on OEM 50,000 pairs ?

'i)'Materials N _ days
2) Houdls  i_ ' days
2) Lasts : days
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C. MANUFACTURING TECHNOLOGY
1. Product Developnent
{1) Product development department

1) Product development department
[0 Have 3 Do not have

2) How wany designers ?

3) How many patterners ?

{(2) New shoes model development

1) How wany days to be needed for making : days
newly-ordered trial samplies ?

2) How many new wodels developed in a year ? models/year(1987)

(3) Lasts & moulds for new shoes rodel development

1} Where to develop lasts for new models ?
3 In your cokpany 0 In other corpanies

2) ®here to wake moulds for new models 9
O In your company [0 In other companies

3)'How'to make =moulds for new models ? .
according to [ Shoes models (3 HModels'drawings [0 HMoulds’drawings

4) ¥here & How to make patterns :
1 In your company 1 1n other companies

by I3 Hand by {1 Hand
{1 Grading machine (1 Grading machine

1 Computer O Computer
(4) R & D information

¥here to get R & D informations mainly ?

1 Tied-up companies

1 Sales agents

O Buyers .

1 Design wagazines

[0 Trade fairs & exhibitions

[} Design contests

{1 MRPMA :

O MEXPO IJ. RRIN 1 SIRIHK
1 Others {please specify) :

(5) How many patents, utility innovations patented and designs registered ?
{7 Patent : cases
3 Utility innovation cases
{1 Design cases

(8) How much annual expenses in R & D ?

Ratio azainst snnual sales lurnover
M$ [year (1987) :

%/&ear(]SBT)

(7} Probler areas

[1 Lack of technology for making high value-added products like sports casual shoes
(3 Unavailability of wmaterials for making high value-added preducts

(0 Lack of warket information of products trends

1 0Others(please specify) ‘
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2. Testing

00000 g
00D 0 O O«
OO0 0O O Oe-
0O OC O 0O O«
OO Do o0 Q-

0

g
O
O
(|

I
O
O
0

a

In yﬁur oWn companies

In waterials suppling coapanies
In private testing institutes
in public testing institutes

No testing

(1) Main Sole
.1) Hardness Test
2) Tensile Strensth Test
3) Elongation Test
4) Abrasion.Test
5) Spesific Gravity Test
6) Shrinkage Test
(2) Upper Cloth
1) Bursting Strength Test
2) Colour Fastness Test to Hot Fater

3) Colour Fastness Test to Friction
{ under dry condition )

4) Colour Fastness Test to Friction
{ under wet condition )

(3) Sewing Thread & Shoelace

1) Tensile Strength Test

2) Colour Fastness Test to Hot Water
(4) Cloth & Others

1) Peeling Strength Test

A-3-23




D. COMPONENTS & MATERIALS

§

Procurement & Price Level

1986=100

Supplied by

Components & Materials

Local

lepo

[}

Major import country |—-—

Pricelevel

1987 | 1988

‘Natural Rubber
-Synthetic Rubber
*Cotton Cloth
-Vinyl Leather
-Split Leather
‘Nylon Taffeta
‘Cottion Yarn

Lace

‘Eyeiet

‘Fastper

-Adhesive

-Carbon Black
‘White Carbon
‘Calcius Carbonate
-Clay
'Rubber.Accelerator
-Zinc Oxide
-Titanium Dioxide
-Stearic Acia
-E.V.A. Resin
-E.¥.A. Blowing Agent

-E.V.A. Cross Linking Agent

oo oogpgoopioobibboobobddgobocbo ooy

£

oo ooooocoQoooCc oogoagaagd []. 00 0oogagao

O

000000 DOoDO0oDOooDo0oDoCiooogoaoGoo

lgport values / Total values

y
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3. Planned Procurement of Local Components & Materials

x Please indicate those itews currently imported but planned to be procured
from local suppliers in the future.

-Cotton Cloth
-Vinyl Leather
~Split.Leather
‘Nylon Taffeta
‘Cotton Yarn

;LaCe

-Eyvelet

*Fastner

-Adhesive

-Carbon Black
“White Cdrbon
Calcium Carbonate
‘Clay

*Rubber Accelerator
Zine Oxide
-Titaniua Bioxide
-Stearic Acid
"E.¥.A. Resin

‘E.V. A, Blowing Agent

“E.V.A. Cross Linking Agent

O o0 oo o0ooooDocooooc ool oooooganong

O a oo ldogdfb 0o poDoo@ooooaogoCoo o

oo oo ooo0DodooooooooogboDoonao

. Reasons
Components & Matlerials : - In how¥ many
Reduced Impraoved Shortened years ?
cost quality delivery
-SynthetIC'Rubber ] o O
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E. SALES
1. Sales & Exports (1987)

-
Sales Export ratio

Production item -
Volume Value Volume | Value
1,000prs | ¥$ 1,000 %) ¢

Major export
country

(1) Vulcanize & Cold Cement

-Canvas Shoes

-Sports Shoes

-Boots

-Rubber Soled Footwear
-Siippers & Sandals

{2) lnjection

-Canvas Shoeé

-Sports Shoes

-Boots

-Rubber Soled Footwear
-Slippers & Sandals
(3) Soles & Heels

(4) Others

Excluding <Plastic shoes S
-Leather shoes for gents & ladies with rubber soles
Including ~-Leather sports shoes with rubber soles

Please attach the list with your o%n production item classification,
if this production itew classification is not appropriate.

2. Marketing

(1) Sales department (2) How mamy staffs in sales department ?

[0 Have 1 Do not have
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(3) Where to sell your products locally ¢

1) Your Brand products 2) Licensed Brand products
[0 ¥helesalers 1 Y¥holesalers
£1 Shoes shops [0 Shoes shops
{a .Sports shops 0 Sports shops
0 Super markets 71 Super markets
[0 Department stores {1 Depariment stores
[ Others (please specify) [0 Others (please specify)

3. Export

(1) Exporting at present ?
No more capacity

Less profit

Complicated procedures

No overseas market information

if no, what reasons ?

[0 Yes [1 No

aocgno

(2) Export department
0 Have 0 Do not have

{3) How mamy staffs in export department ?

(4) Export by Brand (1887)

Export by (M$1,000)

Brand
Direct trade | Trading houses Others Total

Your Brand products

OEM Brand producis

Total

(5) #here to sell your Brand products overseas ?

[J Overseas sales agents -
Uyerséas importers
Directty OQerseas super markets
Directly overseas department stores
Directly overseas shoes shops

Directly overseas sports shops

O o oonood

Others (please specify) :
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(6) Claims on Exports
1) Belivery teris

2) Quality

3) Design

4) Quantity

5) Coummercial claims

(7) Export promotional activities by

1) Overseas branch offices
2) Overseas sales agents

3) lmporters

0 Yes
[1 VYes
3 VYes
£l Yes
O VYes
[t Yes
3 Yes
0 Yes

4) Business visits to overseas buyers

[ Yes

O O 0O 0 O

0

O

No
No
No
No

“ No

No

No

No

No

5) Participations in international trade fairs overseas
1 Neo

] Yes

8) Attendances at international trade fairs for negotiations or market surveys

0 No

5) Overscas advertisement on magszines & papers

[J Yes

O Yes

(8} Source of overseas warket igformation

1) MEXPO
23 MRPHA
3) FMM
4) Local trading.houses
5) Tied-up overseas companies
6) Overseas sales agents
7) Overseas buvers
8) Overseas staffs.

8) Others (please specify)

O Sufficient
O Sufficient
a Sufficient
£] Sufficient
[ Sufficient
[ Sufficient
t Sufficient
{1 Sufficient

£] Sufficient

)

OO0 0o 0o oo oo O

(9) %Which country’s market informations to be needed ?

Country -

No

Acceptable
Acceptable
Acceptable
Acceptable
Acceplable
Acceptable
Accepfabie
Acceptable

Acceptable

O 0o ogoood

lnsufficiént
Insufficient
Insufficient
lnéuffﬁbient
Insufficient

Insufficient

Jhsufficient

Insufficient

Insufficient
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(10) ¥hat kind of overseas market informations to be needed ?
1) Demand trends 2) lwport trends 3) Distribution channels
4) Consumers’ tastes 5) Business behaviour
6) Import regulations & restrictions

‘Please put only Serial Number in next column in order of importance.

W) Gi f(m) (v . i

(11) Export expansion

1) ®hat kind of wodeis (items) to be exported in overseas market ?
Please spesify !

2) ¥hich country’s market to be aimed ?
Please spesify !

4. Use of Preferential Neasures fﬁr Exports
| f1 Recieved 3 Not Recieved
If not recieved,
0 Neo knowiedge of measures
[0 Toec complicated procedures
{0 Slow approval of measures
[ Doutful effects
[

Others {please specify) :

5. Bhat Measures Recieving ?
[1 Export Credit Refinancing
Abatement of Adjusted Income for Export
Double Deduction of Export Credit Insurance Premiuss
Double Deduction for Promotion of Export

Industriat Building Allowance for Export

O 0O oo o

Others (please specify) :

A-3-29




F. LABOUR MANAGEMENT

1. Type of Employees & Years of Employment

Nugber of ewmployees Number of ewployees employed

Staffs {present) under 1-3 3-10 over
' 1 year | yearsi vears | 10year

- Managerial staffs .

+ Technical/Supervisory
staffs

- Clerical staffs &
others

Factory workers Nale | Female Total

« Apprentices
- Simple workers
« Semi-skilled workers

- Skilled workers

Total

2. Educational Level of Factory Workers

(1) University S
(2) Polytechnic . 1
(3) High School - %
(4) Junior high échool . %

o

(5) Elementary school I

(8) Others (please specify) I 1

3. Average Working Hours per Factorv ¥orker (1987)

Nuwbers of hours per week per worker hrs
Numbers of hours per month per worker @ _ ___brs

Nukbers of hours per year per worker hrs
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4. Average Wage of Ewployees (198?)

Staffs Average wage (M$/year)

+ Managerial staffs
+ Technical/Supervisory

« Clerica) staffs &
others

Factory workers Male Female Average

+ Apprentices
+ Simple workers
- Semi-skilled workers

. Skil}ed workers

Factory workers average

5. Quality Conirol
{1) Quality control depariment
[ Have 1 Do not have

(2) How mamy staffs in quality contrel departsent ?

(3) QC circle activities
O Be ~ [0 Do ot do
6. Suggestion Systesms df leproving Productivity & Reducing Costs
O Have [3 Do not have
if have, how many suggestions in a year ?

/year(1987)

7. Labour Union
£ Have [ Do not have
1T have, how many participation ratio ?

%
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8. Trainin

(i) tn-ho

If

g
tuse training
ad bo 0 Do not do

do, please specify types of training.

(2) Outsi

If
O

0
O
[l

(3) ¥hat

0

O o g o d

9. Probienm
|

O 0O g g o o0

de training
0 Do {3 Do nol do

do, where to send your employees for training & how wany ?

RRIN : [0 Private iastitutes !

SIRIM {1 Tied-up companies

CIAST : [0 Overseas

Gther public [1 DOthers o

institutes
kind of Government supports to be needed ?
Subsidy for training

Expansion of public training facilities
Despatch of instructors from public facilities
On-the-job training by foreign expertis
Increase of number of technical seminars

Others (please specify)

Areas

Shortage of workeré.

Lack of skilled workers or technical staffs
Frequent job hopping

Rapid increase of labour costs

High fringe benefit payament

Increased training expenses

Difficulty in Iabour negotiation

Others (please specify) :
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G. COST

1. Hanufacturing Costs

Cost % of costs Particulars of cost
Netural rubber Costs of all materials & com
Materials ponents for manufacturing
& Synthetic rubber including procured ones
Components
: Uthers

Payroll of factory’s workers
Labour cost % clerical staffs excluding
managenent & sales staffs

Sub-contract cost Cost of processing outside

&}
Fuel & Power cost At factory
Deprecistion cost Factory's buildings, equip-

ment & machinery,etc.

Others ' Other manufacturing costs

Total 100%

Note :

Excluding general'managementr& sales cost and profits

2. Piease Stute Sharply-lIncreased Costis ?

3. Cost Saving -

(1) Cost saving activities

(2)

0O
[

(N B I A

Any

0 00 40 .

laproving productivity (reducing man-powers)
fmproving technology levels

Procuring lower cost materials

Procuring materials direcily.from ganufacturers
In-house production of materiails procured outside

Dthers (please specify) :

particular problems for reducing costs ?

Still lower production level after installing new facilities
Higher cost of imported materials

Higher pover chérges

Higher fuél costs

Others (please specify) :
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H. MANAGEMENT
I, Matters of Your Concern
1)} Securing funds
2) Recruiting good workers
3) Training workers
4) lwproving quality
5) lncreasing produciivity
6) Reducing costs
7) Shortening delivery period
8) Reducing defective ratio
9) Modernising equipments & xachifery
10) Procuring good & cheap materials & components
11) Using local materials & components
12) Introducing new technologies -
13) Intensifying R & D activities
14) Developing new higher value-added products
15) Increasing préductfoh
16) Strengthening'mafketing
17) Expanding export
18) Obtaining overseas market infornaiions
19) Obtaining technoiogy informations
20) Utilising Govefnment iﬁcentives

21) Others (Please specify)

Please put only Serial Number in next column in order of concern.'_"

(i) (i) (iii) (iv) ) (vi)
(vii) (viii) Cix) (x) (xi) (xii):
(xiii) (xiv) (xv) |
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2. How to Secure Funds ?

Please specify Interest rates, if possible.

(1 Commercial Banks S
[1 Finance Companies &
{1 Merchant Banks &
[0 HMeney Brokers &
[0 MIDF(Malaysian Industrial Development Finance) %
[0 BPEB(Bank Pewbangunan) | %
00 CGC{Credit Guarantee Corporation) %
[1 Other facilities (please specify) - &
S 1
5
_ &
Ej Own fuﬁds

3. Future Planning
{1) Demand prospects in Malaysia

Please Till in your estimates of demand for Rubber Footwear in Malaysia.

Rubber footwea; 1988 1989 1890

Voluses(million prs)

Values (M$ million)

{2) Your company’s future planning

1) Planning to increase production. (1987 préduction = 160)

whithin 1 year : R
shithin 3 year : %
ahithin 10 year : _ %

2) Piaaning to increase export. (1987 export = 100)

. whithin 1 year - : .4
whithin 3 year 4%
whithin 10 year : %
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1. JOIN VENTURES/TECHNICAL TIE-UPS

1. Desire for Joint Ventures
1 Have [1 Do not have

(1) If have, which countries to be desired for joint ventures ?

[ Japan

U.S. 4.

1taly

france

fest Germany

Uu.K.

O o odg o g

Others (please specify) :

(2) %hat to be expected from partner companies ?
1 Technology transfer
On-the-job training
0verseas gﬁrkets developed by partner companies

0
O
00 Knowledge of wmanagement
O Finance

W

Others (please specify) :

2. Any Technical Tie-ups Made at present ?
[0 Have {1 Do not have
(1) 1If have, with which countries ?
1 U.S.A
Haly
France
West Germany

U.X.

0o o oo o

Others (please specify) :
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{2) Any or any more technical tie-ups to be desired ?
_ 1 bo £1 Do not do
' I)IIf do, with which countries ?
1 Japan

U.S.A.

Ttaly

France

¥est Germany

U. K.

O o0oogoao

Others (please specify) :

2) What to be expected froa partner coepanies ?
O Techndlegy transfer
O On-the-job training
[0 Overseas markets developed by partner companies
O Knowledge of management

{1 Others (plesse specify) :

3. Any Licensing Tie-ups Hade at present ?
1 Have : 0 Do not have

(1) 1f have, with which countries ?

[ U.5.A.

[0 Italy

‘O France

[0 ¥est Germany
0 UK.

O ﬁthers (please specify) @

(2) Any or any more licensing tie-ups to be desired ?

3 Do 0 Do not do
If do, with which countries ?
0 Japan
O U.S.4.
| [0 Italy
0 France
£1 FWest Germany
o oo
o

"‘Others (please specify)
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J. INCENTIVE PACKAGE

1. Evaluation of Incentives

Using
Not
using | Very Effective | Hot
effective effective

+Pioneer Status [ ] O O
sInvestment Tax Allowance ] O [l (]
-hccelerated Depreciation Allowance .[] O O [n
‘Reinvestment Allowance [ ] 0 £l O
-Export Credit Refinancing 3 0 O |
-Abatement of Adjusted Income 0 (] O |
for Export

-Double Deduction of Export Credit ] (M O 1
Insurance Premiumg

‘Double Deduction for Promotion of [ ] O .[]
Export :
.Industrial Building Allowance for ] (| O 1
Export .

-Double Deduction for”R &0 O 0 ] I}
Industrial Building Allowance O [} O [
for R &D

.Double Deduction for Training O | 0O O ]
Industrial Building Allowance | O EJ [
for Training

2. Problem Arears for Using Incentives

{please specify)

Pilease return immedi ate | ¥.
Thank You for Your cooperattion.

Name : ' Date:
Designation:

Signature:
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QUESTIONNAIRE SHEET TO TV ASSEMBLY MAKER

1. Company Outlines

(1) Nsge of company

(2) Date of Establishment

(3) Number of Fuployees

(4) Annual Saies Vatue (87) :

(5) Production Voluse and Production Value by Size

Yolume _ Yalue
Size : :
1986 1987 1988 1986 1887 1988

(6) Hain Sales Déétination of Product (88)

Dowestic Narket %

Exprot | %

Jther countries

2. Procurement of Raw Materials (88)
(1) Locol procurement ratio : %
(2) Major items of local procuresent
[tews : Arount Procured From
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(3) Major ltems of lmported Materials

lteus Amount Procured From

(4) Desire to increase local procuresent @
Yes No

(5) Desired product to be locally procured and estimated procurement. If the
products were procured locally, what would be local content ratio of the
Final Product (TV).

| Desired Product 7 _ | Estizated Local

Items To Be Estimated Tining Content Ratio
Locally Procured Of TV

%

4

4

»

%

i b4

3. Demand and Supply Trend for CRT

(1) Total Quantity of CRT used

86 . pCS,
87 : ____pcs.
a3 : ' _pcs.
8% . pes.
(Estigated)

(2) Used Quantity categorized by size, colour, and B & ¥.

Used Quantity (Uﬁitf pe)

Size (Color or B&¥) _ : :
1985 1988 - _1987 1988 1989 (Est)
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(3) Main Suppliers (1988)

Name of Company : Quantity

(4) Afe suppliers changed freaquently 7
Yes No
(5) Please nueber the reasons for the choice of suppliers in order of

importance. .

{ ) Already decided to purchase from your company group.
{ . ) Quality

( ) Price
(
0

) Delivery

thers (please specify if any)

(6) Whu_decides supply sources and purchase quantity?
(7) ¥hat is the duration of normal inventory stock?

(8) Do you have any intention purchase the product if domestic production
starte in Halaysia?

{9 lf "Yes”, please specify what the preferable coﬁditions would be.
(10) If "No”, please specify the reasons
4. Others

(1) Please comment on your future expanison programpes, if any.
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QUESTIONNAIRE SHEET TO 1C ASSEMBLY MAKER AJ

!, Company Qutline

(1) Nase of Company

(2) Date of Establisheent :

(3) Kumber of Fwployees

(4) Annual Sales value

(5) Production ltess, Production Volume, Procuction Value

Production

items

Yoluge

Yalue

1986

1987

1986

1987

(8) ¥ain Sales Destination of Product

Borestic Market

Export

%

Parent Company

Dther countries :

2. Procuremeni of Raw Materials

(1) Local Procurement Ratio

(2) Major Items of Local Procurement

fteas

Amount

Procured from :
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(3) Major Items of lmported Materials

Jtens

Awount

Procured frowm

(4) Desire to increase local procuremsent :

1 YES

(5) Desiréd product to be locally procured

O Ko

{6) Government request for domestic procurement :

{3 YES

1 Ko

(1) 1f "Yes”, please specify the cases of request :

3. Demand and Supply Trend for Ceramic IC packagés/Substrates.

(1) Ceramic IC Packages

1) Use of Ceramic IC packages

8. used

b. not used

2) Type of Ceramic [C Packages lsed

86 . M$
87 . M§
88 : M$

Nusber of
Pins
Type

14

~

18

18 |24

—~ -~

22| 28

40

42

64

o0
64 68

100

199 |

200

Standard
-CERDIP

EPRON

La:fnate
DIP

Laginate
LCC

Laninate
PGA
{'Laminate
FLAT
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(2) Ceraric Subsirates

1 Use of Ceramic Substrates

1. Used 2. Not Used
2) Total Amount for the use of Ceramic Substrates
86 © M§
87 : M$
88 : N$

3) Used Quantity categorized by size, glazing, thick file printing process.

Size (Lx¥xT) | Glazing Thick coating Quantity {Sheet/Month)

4) Main Suppiiers

(3) Are suppliers changed frequently?
Yes No

(4) Prease nuaber the reasons for changing suppliers in order of importance.

( ) Quality
( ) Price
( " ) Delivery

Others (please specify if any) :
{5) ¥ho decides supply scurces and purchases quantiiy?
(8) What is the duration of normal inventory stock?

(7) Do you have any intention to prchase the product if domestic production
starts in Malaysia? ' :

(8) If "Yes” please specify what the preferable conditions would be?

(9) If "No”, please specify the reasons.

4. Others

(1) Please cokeent on your future expansion programes, if any.
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4. List of Companies which Responded to the Questionnaire
| Survey in Malaysia






10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24,

25,
2.

27.

A4 -1 List of Companies Responded to the Mailed Questionnaires

- Electrical and Electronics Related Cospanies

. Asian NDK Crystal Sdn. Bhd.
. Century Batteries (H)_Bhd.

. Davex Engineering (M) Sdn. Bhd.

Dai-lchi Electronics (M) Sdn. Bhd.
Dynacraft Sdn. Bhd.
Electric Power Engineering

Eng Hardwaré Engineering Sdn. Bhd.

. Federal Cables Wire and Meta] Manufacturing Bhd.

. Grundig (M) Sdn. Bhd.

Hisda Jaya Corporation

Hitachi Semiconductor (Kedah) Sdn. Bhd.
Ritachi Semiconductor (H) Sdn. Bhd.

Hitachi Semiconductor Teéhnologv (W) Sdn, Bhd.
intel Haiaysia Sdn. Bhd.

Loh Kim Tewo Engineerihg Seln. Bhd.

Kaiaysia Transformer Manufacturing Sdn. Bhd.
Malaysian Circuit Industries Sdn. Bhd.
Maléysian Qusrts Crystal Sdn. Bhd.

Mitsui High Tec (¥) Sdn. Bhd.

Kitsuoka Electronic Malaysia Sdn. Bhd.

Nippondenso Capital Sdn. Bhd.
Oxron Malaysia Sdn. Bhd.

OYt:induStries_Bhd;

Penshin Components Sdn, Bhd.

Perwira Ericsson
Power Cables Malaysia Sdn. Bhd.

Radiola Corporation (M) Sdn. Bhd.
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28.
28.
30.
31.
32.
33.
34,
35.
36.
37.
38.
38,
40.
41,
42,
43.
44,
45,
486.
47,
48.
49,
50.
51.
b2.
53.
b4.
55.
9%.

B7.

Sankyo Seiki (M) Sdn. Bhd.

Sanyo Electronics (M) Sdn. Bhd.

Steel Service Centre (M) Sdn. Bhd.

Syarikat Wire (¥) Sdn. Bhd.
Tawura Electronics (M) Snd. Bhd.
Texas Instruments Malaysia Snd.
Toyo Audio Co. (¥) Sdn. Bdh.
T¥D~Sanshin (¥) Sdn. Bhd.

Yuasa Battery (M) Sdn. Bhd.

Bhd.

Yuasa Power Systems (M) Sdn. Bhd.

Abe Hatome (M) Sdn. Bhd.

Advanced Micro Devices Export Sdn, Bhd.

Alpha Industries Sdn. Bhd.

Asea Brown Boveri Manufacturing
Asian Précisinn (M) Sdn. Bhd.
Central Cables Bhd.

Clarion (H) Sdn. Bhd.

Crystal Precision (H) Sdn. Bhd.
General Electric (USK) Nalaysia

Jalco Electronics Malaysia Sdn.

Kit Cheong Electrical Engineering 5dn. Bhd,

Sdn. Bhd.

Appliance

Bhd.

Kitako Electronics (M) Sdn. Bhd.

Lucas Malaysia Snd. Bhd.
¥alaysian Lamps

¥Matsushita Electric Co.

Natsushita Industrial Corporation Snd. Bhd.

Matsushita Precision [ndustrial
Messex Sdn. Bhd.
Xicro Hachining Sdn. Bhd.

MK Electric (M) Sdn. Bhd.

Co. (M) Snd. Bhd.
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58.
59.
60.
61.
B2.
83.
64.
85,
65,
67.
B68.
69.
70.
1.
72.
73.
74.
75.
8.
1.
78.
79;
80.
81.
82.
83.
84,
85.
86,
817.

Honsanto Electronics Sdn. Bhd,
Multicore Solders (M) Sdn. Bhd.
Naito Electronics Sdn. Bhd.
Northern Telecom Components Sdn. Bhd.
Northern Telecos Industries Sdn. Bhd.
Olyspic Cable Company Snd. Bhd.
Onamba () Sdn. Bhd.

PDL-NYLEX Sdn. Bhd.

Pernas NEC Telecommunications Snd. Bhd.

Precico Sdn. Bhd.

Robert Bosch (K) Sdn. Bhd.

Sanyo Electric (Penang) Sdn. Bhd.
Sanyo Industires (¥) Sdn. Bhd.
Sapura Holdings

Sato Electronics (M) Sdn. Bhd.

Seh (K) Sdn. Bhd.

Sharp-Roxy Corporation (M) Sdn. Bhd.
Siemens Litronix walaysia Snd. Bhd.
Singaaip lﬁdustry Sdn. Bhd.

Sony TV Yideo (X) Sdn. Bhd.

TE Air Conditioning Sdn. Bhd.

Todai () Sdn. Bhd.

Toshiba Capacitor Malaysia Sdn. Bhd,

Toshiba Electronics Malaysia Sdn. Bhd.

Unicos ¥etal & Plastic Corp Sdn. Bhd.
Universal Cable (Sarawak) Sdn . Bhd.
Wearnes Electronics () Sdn. Bhd.
NEC Semiconductors

Hagemeyer Industries

Loda Electronics Sdn. Bhd.
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88. Sharp-Roxy Etectronics Corporation Sdn. Bhd.
89. Singatronies (M) Sdn. Bhd.
90. Taike
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10.
11.
12
13.
4.
15.
16.
17.

A2 Llist of Companies Responded to the #ailed Questionnaires

— Rubber Footwear Related Companies

. Bata(Malaysia) Bhd.

Cougar Industries (M) Sdn. Bhd.

. lnfernational Footwear (Penang) Sdn. Bhd.

. International Footwear Permada {(Kedah) Sdn. Bhd.

Kﬁsan'Shoes Industry

Marco Shoe Sdn. Bhd.

. Dzly Sdn. Bhd.

Sime Darby Footwear Sdn. Bhd.

. Viking Askim Sdn. Bhd.

New Engineering Sdn. Bhd.

Fung Keong Rubber Manufactory (M) Sdn. Bhd.
Ling Rﬁﬁ Ruﬁber.iorks

Kaju Shbe'lanufacturer Sdn. Bhd.
Kasut Kulim Malaysia Sdn. Bhd.

Shua Yip Leong Rubber Yorks Sdn. Bhd.
UB. Rubber Products Co.

:Unirub Malaysia Sdn. Bhd.
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5. The Promotion Pelicies of Electronics Industry
in Third Countries






5. Electronics Industry Promotion Policies in Third Countrics
5-1. Eiectroniés Industry Promotion Policies in Japan

4] Iﬁgislaiibh Related to the Promotion of the Eleétronics Industry |

1) The Temporary Active Law of Elec;ronics Industry Promotion

_ In June 1957 the Japanese government estab_lished the Temporary Active Law of
Electronics Industry Promotion with a lifespan of seven years. Together with the
announcement of this active law the Electronics Industry Council and the Five-Year
Electronics Indusiry Promotion Plan were also established.

The ac_tivé law centered around the f'ollowing' points: 1) securing and'_ training of
engineers; 2) réorgmlisat_ion of universities and research institutions and the establishment
of assistance _x'né_asﬁres and tax incéntives for private-sector development of technologies
to promote the development of Japan's own technologies; 3) securing of long-term, low-
‘interest financing and tax incentives for construction, expansion, and modernization of
- production and testing facilitics, and promotion of joint projects to allow specialisation of
production; and 4) stimnlation of domestic demand and promotion of exports.

Moreover, since the electronics industry is a strategic industrial field coniprising
leading-edge techﬁologics and tremendous technological innovation, this active law and
the ac'Cdmpanying five-year plan differed from measures for the protection and promotion
of other industries in that they did not stop at the simple rationalisation of production but
went on to cover everything from the commencement of production to the promotion of

testing and research,

Under the active law ¢lecironic eqmpmcnt was gmuped into three categones The
fnst category designated equipment needed in the promotion of testing and research; the
second, equipment needed in the commencement of industrial prc_)duction or the expansion
of cxi'sfing production 'capéc_:i_ty; and the third, c‘cii_:ipment needed in the rationalisation of
pi‘oductio_n. The first two 'célteg_dries were particularly effective, and their inclusion
contributed signifi'rc:antly"n(jt only to the later reduction of the technological gép with the
U.S. in Ierading—é_dge' fields like sqmicdhduc_tors (e.g., ICs and LSIs), computers, and
" radar but also to the laying of a foundation for t_he_high#perfdrmancc applied techhdlogies
that supported the later growth of the electronics industry. A great number of the
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advanced electronics technologies that later blossomed were in fact rooted in this act.
Ambng related government policics for promotion of the electronics industry was the
supply of financing to semiconductor manufacturets by the Japan Development Bank (a
total of approximately ¥6 billion over a ten-year period, starling in 1966). In addition, the
concept of establishing computer rental firms in the private sector handling only Japanese

equipment was realised in order to promote the domestic computer indusiry.

As a result, the Japan Electronic Computer Co., Ltd. (JECC) was established in
August 1961 with seven leading Japanese computer manufacturers as sponsor-cum-
sharcholders, This company was also established based on the Temporary Act for
Electronics Industry Reconstruction, but despite strong national policy overtones it was a

private undertaking,.

Benefitting from the development of the key technologies that supported the
development of the Japanese computer industry, the clectronics industry in March 1958
established the Japan Electronics Industry Development Association in order to effectively
utilise the above active law. Through this organisation the industry worked to promote

the computer industry as well as other advanced electronics industries.

NEC, Fujitsu, and Hitachi utilised the results of research conducted by public
research institutes and universities and began the preduction and commercialisation of

computers.

Improvement of computer performance and reinforcement of technology
development capabilities was also promoted as a national project. As a result, computers
became eligible for benefits under the Temporary Active Law of Electronics Industry
Promotion and were designated as firsi-category equipment. During the ten years from
1957 to 1967, ¥650 million, or one-third of the total subsidies for testing and research on
mining and manufacturing industry technologies, was invested in teéhnologiéal testing
and research, More than half of this was spent by Fujitsu, Oki Electric, and NEC in the
joint trial manufacture of a high-performance computer that was the first of its kind in
Japan. These three firms established an association for computer technology research and
began trial manufacture of high-performance computers in 1962 in an attempt at early

development of a machine that would surpass rival foreign products.

‘During this period, in order to overcome their inferiority to foreign manufacturers

in the area of manufacturing technologies resulting from a lack of experience in the use of
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computers, Japanese manufacturers concluded numerous technology provision
agreements with U.,S. manufacturers in order to procure the latest technologies.

Hitachi concluded such an agreemenf with RCA in 1961, Mitsubishi with TRW
and GPI in 1962, NEC with Honeywell in 1962, Oki Electric with Univac in 1963, and
Toshiba with General Electric in 1964. Fujitsu alone refused such tie-ups, and this policy

still remains in force today.

Thus it can be seen that those firms active in the improvement of Japanese
technology performed large-scale investment in R&D. Technological innovations are
particularly rapid in the field of computer-related R&D, and the computer industry
requires advanced technology development on a large scale. As a result, investment in
R&D increased steadily. Investment in computer-related research at-the six leading
Japanese computer manufacturers grew at an accelerated pace starting in 1961, and by
1966, only five years later, annual investment had exceeded ¥11.2 billion.

In this way, the Temporary Active Law of Electronics Industry Promotion played
a leading role in the improvement of technology in the Japanese electronics industry.

2) The Temporary Active Law of the Specific Electronics and Machinery Industries

Promotion. -

The Temporary Active Law of the Specific Electronics and Machinery Industries
Promotion, which was to serve as the mainstay of policies for promotion of the
electronics and machinery indusiries, was enacted in April 1972, This act, integrating the
Temporary Active Law of Electronics Industry Promotion and the Temporary Active Law
of the Machinery Industry Promotion, remained in effect until 1978.

Policies for promotion of the electronics industry under the new active law
basically succeeded the Temporary Active Law of Electronics Industry Promotion,
designating products in the electronics indus'try requiring promotion and laying out plans
(the so-called "High Development Plan") for items fundamental to the improvement of
production technology and the rationalisation of production at firms manufacturing these
products. These plans thus served both as a foundation for the Ministry of International
Trade and Industry’s various promotion measures and as a sct of guidelines for the
private sector, providin g important guidance for both public and private sectors.
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The High Development Plan grouped designated products into several categories
(e.g., equipment for promotion of testing and research, industrialisation, and production
rationalisation)} and allowed implementation of priority measures for everything from
product development to the commencement and finally the rationalisation of production.
In order to ensure the success of this plan, the government offered financing, tax
incentives, and snbsidies, giving a signal for joint action. Among the policies in effect
longest are the Agency of Industrial Technology's Subsidy System of the Important
Technological R&D Expenses, operated under the testing and rescarch category, and the
Japan Development Bank finanding programme, operated under the testing and research

and production rationalisation categories.

In 'carrying out the Temporary Active Law of the Specific Electronics and
Machinery Industries Promotion, the Ministry of International Trade and Industry in 1971
announced a high development plan for the computer industry. This included plans for
testing and research as well as production rationalisation, with the latier (the High
Development Plan for Counter Type Computer Production, in effect during 1971-77)

serving as a master plan for the entire programme.

In order to promote structural reorganisation by the private sector, the government
enacted powerful liberalisation measures centering around the following points: 1) the
granting of a subsidy for the new computer development promotion; 2) major increases in
Japan Development Bank. financing for JECC; 3) expansion of assistance for the
Association for Data Processing Promotion Activities; 4) promotion of technology
development; and 5) expansion of the tax incentives for the data processing promotion.

The Subsidy System for the New Computer Development Promotion was
established in 1972 with the main objectives of strengthening assistance for Japanese
computer manufacturers competing with IBM's 370 series, the forerunner of the new 3.5
generation machines, and helping them cope with liberalisation. Esséntially, it was a
programﬁl_e of subsidies under the Ministry of International Trade and Industry. In 1972,
the year of its inception, the programme provided ¥4.5 billion in subsidies to a corporate
group for the development and trial manufacture of a new family of cornputers superior to
the IBM 370 series. An additional ¥700 million in subsidies was given to firms
possessing commercialisation capabilities and original technologies for the development
of peripheral devices. '
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As one of the measures to cope with the liberalization of the computer industry,
Large—sized IC Development Promotion Assistance for Next Generation Computers was
added in 1976 toward the Subsidy for New Computer Development Promotion described
in (1) above. This programme was enacted because of the urgent need then felt among
Japanese computer manufacturers for development of the next-generation "future system”
(frequently referred to as the "FS") that was expected to appear around 1980 as the
successor to the IBM 370 series. This assistance programme was hammered out by the
government as a national project for urgent and priority promotion of R&D work in

ULSIs, a strategic technology expected to serve as the core of the new system.

Since IBM was expected to announce development of a next-generation FS in the
first half of the 1980s, MITI strived constantly even after liberalisation to enlarge and
reinforce the existing multi-faceted policies for promotion of the information industry and

information processing.

In order to assist in these efforts, the government provided assistance from both
the supply and demand sides, including hardware promotion policies, software promotion
policies, promotion of technology development, systems development, and the
establishment of a foundation for information processing. Among these, the the Subsidy
System for Computer Development was singled out for re-emphasis as a strategic policy,
and the government began investing all of this money in ULSI R&D starting in 1977. It
was none other than the Temporary Active Law of the Specific Electronics and Machinery
Industries Promotion which laid the base for all of these policies.

3) The Temporary Active Law for the Specific Machinery Information Industry

Promiotion

In order to promote leading-edge sectors of Japan's electronics and machinery
industries, this act Was established in 1978 with a lifespan of seven years as a successor
to the Temporary Active Law for the Specific Electronics and Machinery Industries
Promotion, effective from 1970 to 1977.

_ The new active law emphasized promotion of a knowledge-intensive industrial
structure and had the following main objectives: 1) the drawing up of development plans
by competent ministers for the machinery, electronic equipment, and software industries;
and 2) the promotion of these plans by providing financial assisiance and tax incentives

A-5-5



for leading-edge R&D activities in the machinery, electronic equipment, and software
industries specified in the act, together with the direction of standard-restricting cartels.

The previous Temporary Active Law of the Specific Electronics and Machinery
Industries Promotion emphasized the integration of electronics and machinery and
concentrated mainly on leading-edge machines and equipment (i.e., single units) in the
electronics and machinery industries. The new act, however, was characterised by 1) its
inclusion of the software industry in addition to electronics and machinery and 2) its
emphasis on R&D and commercialisation for compound systems extending over a
number of industries. The act was significant in that it paved the way for integration not
only of machinery and eleétron_ics but of machinery and information as well.

Elcctronic equipment and machinery designated in the development plans of the
Temporary Active Law of the Specific Machinery Information Industry Promotion were
again (recall the Temporary Active Law of the Specific Electronics and Machinery
Industries Promotion) grouped into three stages -- testing and research,
commercialisation, and rationalisation -- with the government deciding which equipment
met the criteria. Two new provisions, however, were to be found in the act: first, 'testihg
and research for producti_oﬁ technology contributing to the 'prcvention of injuries, -
maintenance of the environment, rationalisation of natural resource utilisation, and
reinforcement of the foundation for machinery manufacture; and second, industrial
promotion of high-performarice machinery incorporating computers or other electronic

equipment.

The following were among the assistance policies enacted under the Temporary
Active Law of the Specific Machinery Information Ihdustry Promotion; 1) the
establishment of financing frameworks for the Japan Development Bank and the Small
Business Finance Corporation of ¥10 billion and ¥5.5 billion, respectively, for low-
interest loans; 2) the indication by compctent_minis_ters, when deemed necessary and upon
consuitation with the Fair Trade Commission, of standard-restricting cartels 10 ihtegfate
standards and restrict ontsiders; and 3) the right to advise third parties attemptiﬂg to enter
a field in which several firms are carrying out joint development work to temporarily
cease or modify their plans, in order to facilitate implementation of the developrment plans.

4) The Facilitative Act of Basic Technology Rescarch
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The Temporary Active Law of the Specific Machinery Information Industry
Promotion expired in March 1985, bringing to an end the policies concerning the
Temporary Active Law of the Electronics Industry Promotion. The Ministry of
International Trade and Industry therefore established this act as a new fundamental law
for the electronics and information industries in the 1980s and has since been working to
build a new foundation for development and promote the development of industrial
technology.

The new act emphasizes the importance of technology developmént for Japan's
contribution to the international community and for public investment for future
generations. Based on the recommendations of the Standards Subcommittee under the
General Affairs Department of the Industrial Structure Council, the following items were
examined: 1) the creation of new tax incentives for technology developmem; 2) the
establishment of a central organization for the comprehensive and efficient preparation of
an environment conducive to industrial téchnology development by the private sector; and
3) the enactment of new legislation including the reconsideration and improvement of
current systems that might restrict technology development in the private sector. Based
on the examination of these items, the Minisiry of Tnternational Trade and Indus'try created
the concept of a central organization that would carry out the following duties: 1) supply
of venture capital; 2) promotion of joint research with the objective of strengthening ties
between industry, academnia, and governmént; 3) promotion of cooperation in
international rescarch; and 4) promotion of the dissemination of research information. A
concept for promotion of electrical communications by the Ministry of Posts and
Telc_communiéations was also incorporated, and the end result was the establishment of
the Basic Technology Research Promotion Centre as a specially approved corporate body.

The new act also provided for use of national testing and research facilities at
reasonable cost and more flexible handling of patent laws in connection with joint
international research.

5) The Mining and Manufacturing Industry Technology Research Union Act

This act, which formed the legislative basis for establishment of technoiogical
‘research unions by private companies in order to complement government R&D projects,
produced the following benefits: 1) large-scale 1echnology development requiring
enormous funding and personnel resources became possible; 2) dispersion of investment
and duplication of research efforts can be avoided and efficient technology development
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carried out; 3) basic research that would be difficult for individual firms in the private
sector becomes possible; and 4) the strengths of each of the participating firms can be

combined in an organic whole.

In the electronics industry, ULSI Technology Research Union and Computer |
Basic Technology Rescarch Union have been established, and the results have been

significant.
(2) Tax Incentives and Financial Assistance

Financial assistance measures and subsidies have already been discussed, mainly
in Section I ("Legislation Related 1o the Promotion of the Electronics Industry”). This
section, therefore, will avoid already-covered material concerning the Japan Developiment
Bank Financing System, the Mining and Manufacturing Industry Technology Testing and
Research Subsidy System, the Subsidy System of the Important Technological R&D
Expenses, and the Subsidy for the New Computer Development Promotion in favour of a

more comprehensive view of the situation.
1) Tax incentives for overseas economic activities
a) Foreign Market Development Reserves for the Small-to-Medium-sized Enterprise

Under this system, private companies.with capital of less than ¥500 million who
have done a certain amount of foreign business are allowed to lay aside a certain portion
of the value of exports for the previous or taxable year (the same period. in the previous
year) in preparation for foreign martket development outlays. These reserves must be
disposed of equally over the five years following the next fiscal year.

This programme was established to provide small-to-medium-sized exporters with
tax incentives in consideration of the sizeable handicaps these firms face in gathering
information, gaining the trust of foreign customers, and so on when they venture into
volatile overseas markets. These incentives aired at offering a measure of étability o
such firms. The act cxpired in March 1988. '

b) Special deduction for income related to technology and other overseas transactions

A-5-8



This programme allows the deduction of a specified portion of income earned
from patent rights or the supply of technical services abroad from income for the current
fiscal year. By promoting the transfer of Japanese technology abroad, the system
attempts to: 1)' promote the development of technology in developing nations and
contribute to their economic development; and 2) promote industrial cooperation with the
industrialised nations. The rate of the allowed deduction is shown below. This
programme is due to expire in March 1989.

Item Income Decution Rate
Patent Rights, etc. 25%
Technical Services - 16%

2) Tax incentives and financial assistance for the private sector

In erder to facilitate Japanese research activity and improve technical standards, a
varicty of tax incentives and financial assistance measures have been established to assist

private-sector research outlays.
a) Tax incentives

Necessary tax incentives have been provided on the national and local levels for
the promotion of science and technology. Under a programme of tax credits for testing
and research costs, established in 1967, when spending on testing and research exceeds
the previous high level, 20% of the excess amount can be taken as a tax credit. This
system has played a2 major role in the development of unrestricted and creative private-
sector research activity., In addition, 1985 saw the establishment of the Tax System for
Strengthening the T echnological Bases of Sinall-to-Medium-Sized Companies, by the
option between the Basic Technological Research and Development Promotion Tax
System which allows a tax credit of 7% of the value of assets acquired for basic
technological'devélopment and the tax exemption of the additional testing research
eXpenses. Similar incentives were also established at the local level for corporate and
-residence taxes. '

b) Financial assistance

Among the financial assistance measures currently in effect is the Japan
Development Bank's Technology Promotion Financing System (namely the Industrial
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Technology Promotion Financing System and the Informationisation Promotion
Financing System), which provides low-interest loans and has made significant
contributions to Japanese technological standards. This system, established with the

objective of improving Japanese industrial technology levels and promoting the
“informationisation" of industry and society, provided loans worth a total of ¥146.9

billion in 1986. The Commercialisation Financing System of New Technologies for
Small-to-Medium-Sized Company, under the control of the Small Business Finance
Corporation, promotes commercialisation of new technologies at small-to-medium-sized

companies in order to strengthen technology development in this sector.

Ré&D-oriented small companies, concentrated in high-risk fields, often possess
sophisticated technological capabilities but are unable to pursue R&D work because of a
Jack of funding. For these firms, the R&D Type Company Promotion Centre provides
loan guarantees without collateral for R&D-related expenses. | '

In 1980, the Commercialisation Insurance System for New Technology was
established for small-to-medium-sized companies. When such firms borrow money for
use in commercialising a new technology and the loan amount is guaranteed by the Credit

Guarantee Association, the Smatl Business Credit Guarantee Corporation also covers it.

In June 1985, the Facilitative Act of the Basic Technology Research Act (see
above) was established. This act has as its objective the facilitation of private-sector
testing and research conce;min'g basic technologies and the improvement of _private-sector
basic technologies. In addition to the prescription of special measures 10 promote an
environment for testing and research, including the use of specified testing and research
facilities at reasonable cost and the flexible handling of state-owned patent rights in
relation to international joint research, t_he: act provided for the establishment of a Basic
Technology Research Promotion Centre, which uses funds collected from the Industrial
Investment Special Account, the Japan Development Bank, and the pl"iv.atc‘sector o
finance key technology-related testing and research in the privaite sector.

In relation o the above-described tax incentives, the following four points in the
1987 tax law are worthy of note for the electronics and information industries.
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1) Core technologies
(a) Core and priority technologies
Having as its objective the development of general industrial technologies as well
as technologies related to the national well-being, this programme provides up to one-half
of applied rescarch costs and 4.5 limes the cost of testing for commercialisation.
(b) Untrodden innovative technologies
Having as its objective the promotion of R&D work on new and innovative
technologies, this programme provides uniform assistance amounting to one-half of R&D
exXpenses.
ii) Technologies for environmental maintenance and safeguards
Having as its objective the deve'lopmcnt' of urgently-needed technologies for
environmental maintenance and safety, this programme offers the same type of assistance
as the programme for core and priority technologies described above.
iii) Local technologies
Having as its objective the development of technologies capable of responding to

the special needs of local areas, this programme offers the same type of assistance as ii)
-above.

iv) Energy conservation technologies

Having as its objective the development of energy conservation technologies, this
programme offers the same type of as_si_stancc as i) abc‘)‘ve.

- Costs eligible for agsistance under these four programs are as follows:
construction and buildings, machinery and devices, tools and furnishings, materiélls_and
components, and computer software (in the case of i, direct labour costs are also eligible
for assistance).
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5) The Basic Technology Rescarch Promotion System

The Basic Technology Research Promotion Centre, based on the Facilitative Act
for Basic Technology Research, provides funding necessary for private-sector testing and

research related to key technologies.
(3) Current Policies for Fechnology Development

' The demands being made of electronics industry technology by today's economy
and society, such as the strengthening of basic research, are on the rise, and the role of
government institutions in research activitics is increasing accordingly.

This section will describe five teélmology development systems currently in effect,
beginning with the Large-sized Industrial Technology R&D System

1) The Large-sized Industrial Technology R&D System

The Large-sized Industrial Technology R&D System (also known as the Large
Type Project System) was established in 1966.

At the time, liberalisation of the Japanese economy was proceeding at a fast pace,
and technological Ievels were also improving rapidly due to the absorption of technologies
from Europe and the U.S. Sufficient enthusiasm and effort were not being directed
toward creative development of technology, however, and there was a need for large-
scale, interdisciplinary, inter-industry research and development. Thus the current system
was established to bring together the financial resources of the government and the R&D

capacities of private companies.

Policies later established in response to the demands of the times and based around
the nucleus of this system included the New Encrgy Technology R&D System (the
"Sunshine Plan®), in 1974, and the Energy Conservation Technology R&I> System (the
"Moonlight Plan"), in 1978. ‘The present system has played a pioneering role in the large-
scale R&D efforts of the Ministry of International Trade and Iﬁdustry.

During this period, 23 projects were c$t3b1ished and a total of approximately ¥230

billion (estimated as of the end of 1987) in government funds invested. For large-scale
industrial technologies important to the national economy and urgently needed but which
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require large amounts of time and money for R&D and involve a large risk burden and are
therefore impossible for pﬁvate companies to develop independently, the government will
provide the necessary funding and promote planned, efficient R&D with the close
cooperation of industrial and academic circles for technologies contributing to improved
living and welfare standards as well as innovative leading-edge technologies.

2) The Next-Generation Industrial Basic Technology R&D System

In order to comipensate for its lack of natural resources, Japan must promote R&D
for the key technologies indispensable to establishment of the next-generation industries
expected to devclop in the 1990s such as acrospace, information processing, development
of new energy sources, and biotechnology. Moreover, Japan's key technology level,
said to lag behind that of industrialised nations in Europe and the U.S., must be rapidly
improved. However, despite its large ripple effect and its importance to the national
economy, such development requires enormous invesiments of time and money and
entails large risks. As a result, the Next-Generation Industrial Key chhnblogy R&D
System was established in 1981 by the Ministry of International Trade and Technology to
actively incorporate the potential of the private sector into a planned and efficient
programme of researéh and development.

- In order to proceed efficiently with the R&D work, MITI adopted a parallel
development system in which a number of R&D methods would be applied
simultaneously. The long-term overall plan (lasting approximately ten years) is to be
divided into three stages every several years, concrete objectives specified for each of the
stages, R&D conditions and results evaluated for each stage, and an optimal method of
development selected accordingly,

This system will proceed with the cooperation of industry, academia, and the
government {i.e., national testing and research institutes). Contracts will be handed out to
private companies to utilize thé_potcntial of industry, national testing and research
institutes will participate in the R&D work, and in some cases the assistance of
universities will also be sought out. |

The main items singled out for technology development under the system are as
follows:
a) New materials

Fine ceramics, high-efficiency high-polymer separation film materials, conductive
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polymer materials, high-crystallinity polymer materials, high-performance crystal control
alloys, compound materials, high-reaction materials
b) Biotechnology

Bioreactor cell large-scale cultivation technologies, applied technologies for
recombinant DNA

¢) New functional elements
Ultra-lattice elements, three-dimensional circuit elements, bic-elements

3) The Computer Basic Technology De\}elopment (the fifth-generation computer R&D)

The history of computers can be broken down into five "generations” according to
the elements uscd therein: the first generation (vacuum tubes), the second generation
(transistors), the third generation (integrated circuits), and 3.5 generation (large-scale
integrated circuits). Today, the fourth-generation models using ULSIs are the standard.
Until now, computers have been based on the principles laid out by Von Neumann in
1946. With the increasingly complex processing functions required of computers in
recent years, however, software is taking up more space than ever, and functional

limitations are beginning to surface.

The fifth-generation computer R&D has as its objective the realization by the early
1990s of a new generation of computers, differing from conventional Von Neumann

models and based upon new principles and technology.
4) The Subsidy System of the Important Technotogical R&D Expenses

For important technology development projects being carried out at private firms,
the government will provide a portion of the required costs. In addition, subsidies are
offered for those projects expected to provide results.

There are four subsidy categories:
a) Tax incentives for promotion of data base construction

The programme preparation system is to be supplemented with a data base
construction reserve (10% reserve) for funds required in the construction of data baées by
corporanons in the data base industry. '
b) The Specific Act for Pecuniary Loss for Endowment to Tcstm g and Research
Corporations
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A special measure for the Basic Technology Research Promotion Centre allowing
deduction of money contributed to testing and research organizations.
c) The Reserve Fund System for Computer Repurchase Losses

The term of applicability of the reserve fund system covering special losses from
rcpurc'hase of computers by corporations engaged in the manufacture or sale of computers
will be extended to two years.
d) The Specific Act for the Decisive Life of the Semiconductor and 1C Production
facilities

Because ‘of rapid technological innovations and obsolescence, the term of
applicability of the special measure designating the service life of semiconductor and 1C

manufacturing facilities at five years (ordinarily seven years) will be extended by two
years. |
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5.2. Electronics Industry Promotion Policies in Korea
(1) Legal and Financial Assistance Policies

Korea's industrialisation can be roughly grouped into two phases on the basis of
the direction government policies were taking: the pre-1960s period of emphasis on
import replacement, and the period of export-led growth since then.

In the early 1960s, the government promoted a series of policy reforms with the
objective of stabilising the economy, invigorating market functions, and liberalising the
economy. Among these were the expansion of social indirect capital through the Five-
Year Economic Development Plans, the establishment of -a system for the active
introduction of foreign éap_ital, and the relaxing of import restraints (starting in 1964).
These reforms were also applied to the electronics industry field.

With the transition to a period of export-led growth, the Korean electronics
industry began to strengthen its efforts to penetrate foreign markets. Exports of electrical
appliances and electronics products began with the shipment of approximately US$4,000
worth of radios to Hong Kong in 1962. For continuous export promotion, the
government in 1969 adopted a stance of strong support for the electrical appliance and
electronics industry with enactment of the Electronics Industry Promotion Act. In the
following year, production by the electronics industry reached $106 million, exceeding
$100 million for the first time. With assistance provided under this act, the industry in
1974 exported approximately 4 million radios and 600,000 black-and-white television
sets. Exports of the latter item grew at an annual pace exceeding 200% during the period
1969 - 1974,

Gradually strengthening their position in overseas markets, exports of electrical
equipment and electronics products in 1976 cxcee_ded US$1 billion for the first time,
accounting for slightly more than 13% of total exports. In addition, the field was
designated as one of the most important industries, making companies efigible for the
benefits of policies emphasizing export promotion.

Despite the dramatic growth in exports described above, the majority of these
products were produced through simple assembly, leaving considerable room for further
improvement. In order to accomplish this and grow beyond assémlby-orient_ed '

‘production, the Korean government announced the Parts Industry Promotion Policy as
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part of its plan to develop an advanced industrial structure and cultivate international

competitiveness.

First of all, this policy established three major objectives: 1) promotion of the
industry with priority given to industrial equipment; 2) production of high-class products;
and 3) increased added value through domestic production of basic raw materials.
Second, in order to achieve these objectives a total of 57 items were selected as priority
promotion items for government assistance. The list consisted of nine government-led
items, including semiconductors and minicomputers, and 48 private-sector-led items,
including record players and special batteries. Third, producers were designated for 40 of
the priority promotion items, including silicon wafers. This policy emerged from the
government's intention to convert production in the industry from simple assembly to

technology-intensive manufacture of high-value-added products.

Promotion of heavy and chemical indusiry took on a full-scale character with the
advent of the 1970s and was accelerated even further after 1975. Among the major
policies related to this growth were: investment credits for important industrial ﬁelds; tax
incentives such as the reduction and exemption of customs duties; establishment of the
National Investment Fund Act in 1973 to promote investment; financial assistance for the
domestic production of machinery and'plan_ts (1976); and full-scale medium- and long-
tertn export assistance ﬁnancing through establishment of the Export-Imnport Bank(?)
{1976). As aresult of these policies, exports of electronics products, electrical equipment
and machinery grew rapidly.

In contrast to the light industrialisation that had preceeded it, however, the heavy
and chemical industrialisation promoted from 1970 onward required a broad foundation.
Since both the size and quality of this foundation in Korea were insufficient, however, its
reinforcement was urgently required. Among the policies established in this regard was
the Small-to-Medium-sized Enterprise Affiliation Promotion Act of 1975.

One of the most important government policies concerning the electronics industry
to take effect in the 1980s was the Long-Term Development Plan of the Electronics
Industry. In this plan, the industry was designated as a “central strategic industry" in the
Fifth Five—‘i’ear Economic Developmeﬁt Plzin, and concrete measures to achieve this goal
were laid out. The essential thrust of the plan was to induce across-the-board industrial
* development under the leadership and growth of the electrical eqdipment and electronics
industry. The outlined objectives called for the industry to grow at an average annual
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pace of 22% during 1982-86 and of 17% during 1987-91, with exports to increase by an
average of 19% every year from 1982 to 1991, thereby garnering a 4.2% share of the
world market by 1991. World market share in 1982 was 2.3%.

Moreover, the plan proposed that the ratio of industrial gquipment production to
total production be raised from the 14% of 1982 to 31% by 1991 through structural
improvements in the indusiry, which until then had concentrated on consumer eléctronics
eqﬁipment. At the same time, it proposed that the value-added ratio of the industry be
raised from the 28% of 1980 to 34% in 1991 by outgrowing the assem_bly—drientcd
preduction structure and strengthening independent development capabilities. Concerning
labour structure, the plan predicted that by 1991 specialized technicians and workmen
would account for fully 15% of the industry workforce.

In order to promote this plan the Electronics Industry Promotion Fund(?) was
established to provide financial assistance for research and development and new product
development activities. The fund offers favorable conditions to prospective borrowers
(five-year loans deferrable for two years with 6% annual interest), and in 1986 it
distributed 2 billion won in assistance.

The industry is eligible for financial assistance under a variety of other government
programmes as well, including the previousty-described National Investment Fund and
export financing programmes. Furthehnore, the electronics industry has been designated
as both an "important indistry” and a "technology-intensive industry," making it eligible
for a variety of tax-related benefits under the Tax Reduction and Exemption Act(?).

Thus it can be seen that the Korean economy has maintained a basic character of
high growth since 1960. This growth can be divided into the following periods on the
basis of government policy péckages as follows: . -

(1) 1950s Import-replacement industrialisation -
(2) 1962-71 First phase of export-promotion industrialisation
- (emphasizing light industry)
(3) 1972 -present | Second phase of exportbrombtion industrialisation
| (emphasizing heavy and chemical industry)

A survey of government policies concerning the electronics industry and other
export-oriented industries based on this division will be offered below,
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1) Import Replacement Period (1950s)

Duﬁng the 1950s, the government pursued a strategy of industrialisation ccn'teﬁng
mainly around import replacement. Foreign exchange policy during this period
emphasized low-cost imports through the maintenance of an overvalued currency
exchange rate while possess’ing close ties with foreign and miilitary aid. Since exports at
this time were insignificant, it was important for export policies to correct unfair elements.
Among the policies with an export-promotion-like character adopted during this period
were the Foreign Capital Retention System (Foreign Currency Reservation System), the
Preferential Export System, and the Export-Import Linking System. Under these
programs, foreign currency earned through exports could be used for imports or passed
‘on to other 'impomars at more than the official exchange rate. In addition, exporters were
given priority rights to trade credits in the form of local-capital loans. A Financial Fund
was also established for export promotion in 1959 with capital of 2 billion won, and it
provided manufacturers of ekport goods with up to 75% of total production costs. The
period of redemption was one year, with annual interest of 10%.

2) First Phase of Export Promotion (1962-71)

The transition of Korean economic policy from an emphasis on import
replacemeht to promotion of exports began in 1962 with the commencemnent of the First
Five-Year Economic Development Plan. During this period, a vaﬁ_ety of government
policies and systems, facilities, and related organisations were established for the -
promotion of exports. These formed the basis for the export promotion policies to come.

Export Subsidics

In 1961, a temporary expedient for the distribution of subsidies for the promotion
of exports was established. Products for export were grouped into four classifications,
and equal differences were provided in the subsidies paid out. Specidl export items
(including new products and net exports manufactured with bonded processing) received
25 won to the doliar; first-class items, 20 won; second—c.lass items, 15 won; and third-
class items, 10 won (the official exchange rate in 1961 was 127.5 won to the doliar).
Total subsidies peaked at 560 million won in 1962 and declined thereafter until their
discontinuation in 1965, ~ | '
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Export Financing

These loans were provided to exporters with a period of 90 - 135 days upon
presentation of a letter of credit. While the interest rate for ordinary loans in 1960 was
17.5%, enterprises were able to borrow under this system at a rate of 13.87%. The loan
amount was limited to 80 won per dollar of exports (equivalent to 62.7%) in 1961. By
1963, with the drop in ordinary lending rates to 15.7%, financing became available under
this program at a rate of 8.03%. The borrowing limit was also pushed up to 110 won on
the dollar, or 85%. The absolute value of export assistance loans grew together with
exports, and their share of total domestic credit in the private secior also increased from
9.2% in 1967 to 21% in 1975. In the 1960s the majority of these consisted of short-term
loans directly related to exports. As the programme entered the 1970s, however, the
proportion of medium- and long-term loans for export industry assistance began to grow,
The ratio of the latter type of loan to total financing increased from 18% in 1967 to 39% in
1975.

Tax Redyction and Exemption

From 1959 onward imports of raw materials for use in the production of exports
were exempted from customs duties, and in 1961 export produéts were also exempted
from commodity and business taxes. Furthermore, tax on income earned from exports
(i.e., income from activities earning foreign exchange) was slashed by 50%, although this
prograrime was discontinued in the beginning of 1973.

Minimum Export Value Programime

The minimum annual export value necessary for companies to retain their
registration as trading companies was raised from $5,000 in 1962 to $20,000 in 1963 and
$300,000 in 1970. -

Permitted Depletion of Imported Raw Materials for Use in Export Production

The government permitted depletion of a certain amount of the imported raw
materials used in the production of export goods by export industries. As imporis of raw
materials for the production of eXportS grew dramatically during 1966-70, this indirect
assistance is thought to have made a significant contribution.
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Railway Transportation and Electrical Power Discounts for Export Industiies

Rail shipping costs for mineral products to be shipped abroad were cut by 30%.
In addition, a 30% discount on electricity was declared for those export industries
requiring less than 200 kwh of power and in which electrical power costs accounted for
more than 20% of total mannfacturing costs. The latter programme was discontinued in
1975.

3} Second Phase of Export Promotion (1972 - present)

Abolishment of the System Allowing Reduction or Exemption of Taxes for Income from
Activities Earning Foreign Exchange

~ Systems for the reduction and exemption of taxes established with the ob'j'ective of

export assistance were generally similar to those of the first phase, but in the beginning of
1973 the programme allowing reduction and exemption of taxes for income gained from
activities earning foreign exchange was abolished. In place of this system, the following
types of policies_wére adopted o assist companies in their export activities.

.a) The pecuniary loss inclusion system for overseas market exploitation
'b) The pecuniary loss inclusion system for export

¢) The pecuniary loss inclusion system for overseas investment

d) Introduction of the special accelerated depreciation system for export trade

Tariff Refund System (1975}

The programme for reduction and exemption of tariff duties for imports of raw
materials to be used in the production of exports was revised to a tariff refund system.

(eneral Trgdin.g Corporation System (1975)

In the early 1970s Korean economic policy began to promote heavy and chemical
industrialisation, but the economy was forced to depend greatly on export demand in
order to procure the foreign reserve needed for investment and to repay interest and
principle on foreign loans. With the promotion of heavy and chemical industrialisation,

“ therefore, the need for expansion of exports became even more critically felt. As aresult,
the government decided to adopt a general trading corporation system similar to Japan's to
function as an efficient foreign marketing organisation. Firms able to satisfy certain
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specified conditions were designated as general trading corporations and made eligible for
assistance in financing and exchange rate monitoring. These general trading corporations
recordedg average export growth of 42.3% during the period 1975-83, and their share of
total exports grew from 14.5% in 1975 to 55.5% in 1984.

Financial Assistance for the Expansion of the Export Industry Foundations

During this period, Korean trade policy emphasizé’d the promotion of heavy and
chemical product exports. For example, a stable supply of raw materials from abroad
was secured, and the foundation for export industries was reinforced. Financial
assistance also shifted from short-term loan programmes targeting trading firms to
assistance for production and facility enlargement for manufacturers and the reinforcement
of programimes to assist medium- and long-term deferred-payment exports. Other export-
related policics are offered in 5. and 6. below. '

Establishment of Export Unions

There were 14 such unions as of 1984,

Export Indu Park

Aggressive Policies to Attract Foreign Capital Inv n

Based on the Foreign Capital Introduction Act established in 1966, the
government was aggressive in its encouragement of foreign investment since independent |
operation by domestic electronics companies was difficult in terms of technology, c’épital,
and management, the government -was aggressive in its encoufagement ‘of foreign
investment. Various programmes were established to encourage investment by foreign
companics, export industry parks were established, and the Gumi Electronics Industry
Park achicved success. As a result of such programmes, investment by U.S. and
Japanese companies became more active in the 1970s, and by 1980 100% foreign-capital
companies and joint ventures accounted for more than 50% of all production value by the

industry.
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Policies to Protect and_Promote Local Capital with Import Restrictions on Sets,
Components, and Raw Materials

Imports of electronic equipment, components, and raw materials which could be
produced or obtained ddmcstically were restricted and the use of domestically produced
products mandated in an attempt to protect and promote local capital. In the case of parts
and raw materials to be used in electronics products for export, however, imporis were
liberalised to improve the competitiveness of the finished goods, and import duties were

refunded upen export of the finished product.
(2) Manpower Training Policies

In order to develop an advanced industrial structure through the development of
leading-edge industrial technologies as represented by the electronics industry, advanced
chemical knowledge and the training and securing of technicians to lead this process are
urgently needed. Korea, however, suffers from a shortage of high-level technicians. In
1981, there were a total of 20,718 researchers in Korea, only 5.3 per 10,000 population.

- This figure is very small when compared with figures of 29 for the U.S., 26 for
Japan, 20 for West Germany, and 14 for France. In addition, the ratio of professors in
science and engineering-related fields to the total professorial population is only 0.7%, in
comparison with figures of 5.5% for the U.S., 2.3% for Japan, and 14.6% for the UK.,
indicating a shortage of high-level engineers. In response to this situation, the
gdvcmment expanded the manpower training functions of the National Technology
Instituty, established new courses of study for researchers, instructors, and Doctors in
1982, and mobilized doctoral-class researchers at research institutions réceiving state
assistance to serve as joint instructors in an attempt to link research and manpower -
training.

As a result of policjr—baséd attempts to enlarge and iinprove the educational
system, coupled with the Korean people's respect and enthusiasm for education, by 1986
32.6% of all new employees at Koréan"entcrpriscs had graduated from hig'h school and
10.7% from university or graduate school. As a result, even unskilled workers who have
- just begun work can, after a short périod of basic on-the-job training, be capable of a
variety of tasks on the plant floor.

A-5-23



As was already seen in this repoit, due to an insufficient electronics indusiry
foundation, attention is being focused on unskilled blue-collar labourers and other
ordinary workers. As a result, there is a spotlight on government policies for vocational
training, and the fields being targeted are not limited to the electronics industry alone.

The Korean government, upset over the extremely small number of companies
who were implementing special vocational training in addition to ordinary on-the-job
training, established the Vocational Training Act and set up a number of public vocational
training centres in 1967. In addition, it greatly cncouragéd the establishment of in-

enterprise vocational training centres.

First of all, viewed from the standpoint of labour policy, in order to train
vocational education instructors for the supervision of in-company vocational training, the
government added on at its own expense to the Central Vocational Training Centre in
1968 and, with financial assistance from the German government, to the Korea-West
Germany Vocational Training Centre in 1971. These 25 public vocational training centres
were integrated with the Korean Foundation for Technical Licensing, Changwon
University of chhnblogy, and the Vocational Training Research Centre in 1982 and
reestablished as the Korean Foundation for Vocational Training and Management, a

special corporation under the control of the Department of the Labour.

In 1974 the Specific Active Law for the Vocational Training was enacted, and in
1976 this was integrated as the Vocational Training Organic Law, providing the first real
boost to in-enterprise vocational training. The training courses provided by each of the
vocational training centres (having various levels) are dominated by programmes for the
training of skilled workers in the manufacturing industries. In addition, there are training
programmes for vocational training instructors (primarily at the public wvocational centres),
managers, and supervisors. Each of these programmes are divided into pre-employment

training, grade-up training, change-of-job training, and re-training.

In these programmes, vocational training standards have been provided,
determining training objectives, courses, facilities and maintenance, etc. in advance for
each type of job. The present training course for technicians covers 13 fields and 300
types of jobs, with theory and practical skills being taught at a ratio of approximately 1:3.

Concerning the employment situation, in the electronics industry in particular
demand continues to greatly outrun supply. This trend has continued since the mid-
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1980s, and today there are even shortages of unskilled workers and apprentices who have
not graduated from technical high schools. As a result, hiring prospects for all sectors of
the manufacturing industry are less than promising, and the commonly held view is that
the current labour shortage will continue on into the 1990s.

(3) Development Assistance Policies
1) Basic Directions and Current State of the Electronics Industry

In addition to the efficient promotion of systems for technology development, the
government is implementing policics for technology development according to the
following basic plan in order to increase R&D investment in the private sector and activate
technology research.. '

a) Assigning respective roles to the government and private sector and rebuilding the
functions of the technology development between organizations-in-charge. In principle,
private enterprise is to lead tcchnology development, with the goverhment supervising
overall technology development pro'moﬁon. The role of the government is limited within
public technologies and basic research linked to public earnings, mdin industrial
Technology which is difficult for companies alone to eploit, and infrastructure to promote
the technological exploitation of the company, eic.

b) Development of technology in leading-edge sirategic industries will be limited to joint
research in an attempt to concentrate research funds. |

¢} Since there are limitations on funding, technical personnel, etc., development will start
from high-marketability fields, and assistance will be offered to cultivate overall
technology development capabilities.

One of the oft-given reasons why the overall technological level at Korean
companies remains at or barely above the level of a scmi“advanccd nation is a lack of
strength on the R&D front. According to a survey conducted by the Korean Productivity
Headquarters (Korean Enterprise Management: An Evaluation, 1986.), the technological
level of Korean companies is increasing gradually year by year, but the ratio of
production using technology developed independently by in-company research efforts
remains at approximately 40%, while the majority uses either previously introduced
foreign technologies that have been reworked or else fully or partly introduced

technologies,
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With the advent of the 1980s, Korean companies have, albeit gradually, begun to
concentrate on antonomous research and development efforts. One immediate indication
of these efforts is the establishment of technology research centers and the trend towards
more of the same. * As one example, in 1980 only 54 companies had established such
facilities, while by 1986 the number had grown nearly four-fold, to 206.

In addition, the number of industrial technology research unions, which function
as a barometer of joint R&D in Korea, grew from 15 in 1983 (with 91 participating
companies) to 23 in 1986 (with 284 companies). '

Worthy of note in 1987 was the trend toward creation of general technology
research institutes by large entérprises and the financial combines in particular. These
centers are capable of comprehensive promdtibn of R&D that includes- related
technologies such as the concerning (downriver, upriver) materials and application
technologies required because of the complication and systemetisation of modern

technology as well as the growing importance of software.

More specifically, the Goldstar Central Research Centre was established by
Goldstar Co., Ltd. of the Lucky Goldstar Group with an investment of 100 billion won,
The facility has a total floor area of approximately 32,000 a2 and is the largest private
facility of its kind in Korea. The Centre concentrates on comprehensive electronic_é—
related research, with major areas including basic research, in charge of héw materials and
system technology development; home electrical appliance research, which includes felitex
and other new_rn'edia, intelligent housing, and home automation; semiconductor research;
and OA rescarch. The company has also announced plans to increase its research staff
from the current 1,800 to 2,500 by 1990 and invest almost 250 billion won in R&D. In
addition, the Samsung Group opened the Sarnsung General Research Centre recently, and
the Hyundai and Daewoo Groups have plans to follow with establishment of their own
general technology research facilities.

Furthermore, the establishment of non-profit general technology research centers
having a character quite different from those of these private research centres has become

quite common.
The 1986 ratio of public to private sector investment in technology was 26:74,

with the government's role remaining a large one. The 1990s has been 'dcsi_gnated as
"years of the advance 1o technology,” and government-led investrnent has been sizeable.
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In a long-range vision for technology development established mainly by the Ministry of
Technology, total investment in technology is expected to reach 3% of the GNP (4.2
trillion won) by 1991,

As one part of these activities, the Daetoek Rescarch Park was built on
approximately 2.8 million m2 of land on the outskirts of Daejon. Among its reisdents are
the Korean Academic Institute of Science and Technology, which is Korea's leéditlg
scientific think tank, an energy research institute, a power resources research institute, a
standards research institute, an electronics and telecommunications research institute, and

a chemical research insttute.

Also located in the park are the University of Technology and two other
universities specializing in technology-related ficlds. Private research organizations from
22 companies are scheduled to come in the near future, giving the park a strong claim to
status as Korea's "technopolis.”

A more nationwide and comprehensive vision for the promotion of science and
technology is attempting to group 19 cities across the nation into six research "belts" and
develop science and industry R&D parks in each. According to this plan, the Seoul
research belt would concentrate its R&D activitics on the information industries and
genctic engineering; the Daetock research belt, on leadin g-edge technologies and the
aerospacé industry; the Iri research belt, on the textile and electronics industries; the "
southern research belt, on the petrochemical and shipbuilding industries; and the coastline
research belt, on marine-related fields.

As part of the government policies to assist research and development activities at
cbrpbrations, ten laws and programmes were enacted or implemented in 1987, including
the Computer Programme Protection Act and the Material Patent System. These policies
are designed to stimulate indpendcnt_privaté-sect'or research and development efforts.

Viewed from a general perspective, it can be said that govcmmént policy initiatives
for the promotion of R&D have made a large contribution to R&D efforts by Korean
companies. A list of the 11 R&D fields to be promoted in the future as important projects
is provided below:

1. Development of the semiconductors and computers that will lead tomorrow's
information society

A-5-27



2. Development of automation techniques and technologies for the improvement of
industrial productivity '
3. Development of new wmaterials for import replacement and the acceleration of

technological innovation _
4, Development of eriergy conservation technologies for achievement to the one-trillion-

won energy conservation target
5. Development of precision chemical technologies for the advancement of science and

industry
6. Development of genetic cngineering technologies for promotion of new

industrialization
7. Development of leading-edge technologies to increase the added value of mineral

resources

8. Development of marine technologies for the cultivation of bases as a marine nation

. Further development of existing industrial technologies for improvements in
productivity and the international balance of payments

10; Long-term development and promotion of space science and technology

11. Promotion of the basic sciences for manpower traihing and the accumulation of

technology
2) Results of Development Assistance Policies

The previous section offered a somewhat abbreviated summary of the directions
being taken by government iechnology development as well as current conditions at a few

representative Korean companies.

This section will discuss the results of the development assistance efforts
described above, focusing on three arcas: a) the Long-Term Development Plag of
Electronics Industry; b} efforts (o assist the development and promotion of research; and

¢) financial assistance.
a) Long-Term Development Plan of Electronics Industry
Efforts to promote this Iﬁan have resulted in development of the ncw_techn_ologies

and products listed below, and domestic produciion of producis is increasing on a yearly

basis.
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Samples of Main Development Products

Category . ‘80 '86
Computer Monochrome CRT Terminer Private Microcomputer
High-Performance Peripheral
: Machinery '
Communica- MechanicalOperating Optical Communication System
tion Machine of Electronic Operating Machine
Industriat
Electronics E A - Automatic Assembly Machine
Robot
Office - Copying Machine, FAX
Machinery
Electronics. Electron Sphygmomanometer NMR-CT Single Phase
Adaptation Photographing Device
Home Video Trial Product of VTR 8m/m VTR,
Electronics ' dm/m Integral Type VTR,
: Projection TV
Audio Stereo, Amplifier CDhp
Parts Active Monochrome CRT Colour CRT
" Parts Electron Timepiece IMD RAM
Chip _ :
Material Monochrome CRT Glass Ferrite, Shadow Mask,

Polyester Film, etc.
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b) Assistance for the development and promotion of research

Public and private sectors established a joint development programme in 1986 for
fields such as semiconductors and computers presenting high investment risk together

with joint research unions.

" The Subject of National Policy : Co-Development Prdgtamm'e'

Duration Total . .
Name of of Volume Present Condition
Development Develop-  Development Nuclews  Required of Propulsion
subject ment (Billion ' -
. Won) .
The Develop- = '87~ .ETRI and Computer 335 « Wholistic Electron -
ment of Korean  '90~ Research Union Way for Cities(85.8)
Type Middle « Decision of the .
Class Computer Master Plan (86.5)
Sysiem The Fund for Grow-
ing up the Indus-
trial Technology,
etc. are Securely
~ Prepared with 2
Billion Won.
Micro '86~ ETRI and Semi- 879 » Wholistic Electron.
Computer ‘89~ conductor Way for Cities(86.5)
Research Union S
+ Decision of the
‘Master Plan (86.5)
The Fund for Grow-
- ing up the Indus-
trial Technology,
etc. are Securely
Prepared with' 5
Billion Won.
Wholistic 86~ ETRI and the Body of 560 Inangulation of the -
Electron Way Production Industry - Development (86.1)

for Citiew
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¢) Financial assistance

In the 19805 the Korean government established three main financial assistance
sy stems for technologmal R&D. The first of these was the Demgnated R&D Activities
System 1mp_lcme_nted in 1982. Under this programme, government-fed research was 10 be
performed maiﬁly at specified research institutes, while technological research and
devélopment led by private company would be conducted jointly by research institutes
and related firms. - This system offered pmmanly long-term assistance for large-scale

technology development.

The second of the programmes was the Industrial Development Act, enacted in
1986, which promoted activities for the improvement of industrial foundation
technologies and served as a source of short- and medium-term technology assistance for

corporations.

The.thirdrprogrammo provided joint development assistance for nétional policy
objectives through Indusmai Technology Up-Grading Fund Spomfmally, the three

programmes were as follows:

Designa 'R 'DA ivities System

* Percentage of development costs rclmbursed under the system

i) Pubhc-pnvate joint research activities

Large companies: up to 30%

Small-to-medium-sized compames up to 70%

Rescarch unions: up to 50%

11) Government-led activities: 100%

, DeveloPmcnt rights (proprlctaxy rights, etc.): Jomt ownershlp by the supervising
- organization and participating corporations

J CoHcct;on of llccnsmg fees .

i) Time Pomt of commercialization

ii) Method: At least x% of sales within five years

i) Amount Avalue exceedmg the assistance prowded by the govemment

_ Inﬂg’sﬁial Fgundat_ioh.nghnglggg ngglogmg n; Activit .igs _
» Percentage of development costs reimbursed under the system
i) Divided into five contracts with a differenitial of 20% - 30%
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i) Government-led: 100%
» Collection of licensing fees
1) Time; When first implemented or when research and development activities are
completed, depending upon the type of contract
ii) Amount: 50% of the assistance amount (100% for research unions)
» Methods of promoting development activities
Each year a téchnology demand survey is conducted and experts from respective
ficlds interviewed to select the industrial foundation technologies for development.

Industrial Technology Up-Grading Fund
In addition to promoting domestic production of machinery, components, and

materials, this programme has aided technology development by providing 20 billion won
in assistance for the joint development of VTR paris and semiconductors by the
component industry, 15 billion won for the joint development of medium-scale
computers, 55 billion won for the development of common circuit technology, and 30
billion won for the development of national policy objectives for a total of 120 biilion

wWOon.
(4) Policies to Promote Domestic Production
1) Basic Directions

The following are sonic of the major domestic production-related problems facing
the Korean electronics industry today:
1. The ratio of industrial electronic equipment to total electronics indusiry production was
only 20% at the end of 1986, significantly lower than figures for the U.S., Japan, and
other advanced nations. As a result, development of core technologies and specialized
parts in these fields has lagged behind. In addition, more training of specialized
technicians and a healthier R&D structure are needed.
2. The nation's component and material industries have low self-s ufﬁmency Tatios.
Electronics components account for 49% of all industry production, significantly more
than the worldwide average of 24%. The reason is: Products in labour-intensive fields
are préduced under contract to-advanced nations for export. In fact, the Korean
electronics industry depends on imports for fully 40% of its components, and with the
appreciation of the yen and the resulting increase in import costs or during world supply
shortages Korean products quickly lose their competitiveness on the international market.
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As a result, the localisation of component and material production is an absolute necessity
for reinforcement of the industry substructure.

In order to resolve problems of the type described above, the government has
made the basic thrust of its policy one of encouraging structural advancement and
localisation of parts and material preduction through 1) domestic production policies and
2) the development of industrial electronics equipment and other technology-intensive
products.

- 2) Domestic Production Promotion Strategy

Advancement of the industrial structure under the basic policy thrust described
above will be carried out primarily through technology development policies with an
emphasis on the development of leading-edge technology products.

a) Import Restrictions

In order to protect the domestic market, the government has restricted imports of
foreign products capable of being developed domestically until home products become
- competitive on the international market while at the same time proposing in 1984 a system
of annual import liberalisation to encourage industry to establish development promotion
plans and step lip development efforts. Specifically, the act called for the immediaie
liberalisation of imports of colour television sets, air conditioners, and other home
electrical appliances whose competitiveness had been secured, while semiconductors,
VTRs, computers, and other technology-intensive products were to be liberalised after
1987.

Other import items which had been liberalised but for which imports from Japan
were expected to increase dramatically were designated for diversification of import
origin, and another list of imports "for monitoring"” was established to prevent importation
of luxury goods and low-grade products, The latter list, however, was abolished in
January 1989.

b) Domestic Production Plans

. In addition to increasing the domestic value added of products there are plans for
annual increases in domestic production to improve international competitiveness.



Promoting Project for Domestic Production .

Sum of Import

Substitute
'86 '87 '88 '89 '90 '91 ('86~'91)
(Unit: Million %)

Operator 72 75 78 82 86 90 159
Teléphone 8 8 88 91 92 93 14 -
Computer 50 60 80 8 90 95 1,155
HDD 5 25 40 65 80 90 474
Printer 29 35 50 60 75 80 203
Radio Communi- 55 58 62 65 70 75 25
cation Equipment .
VIR 75 80 85 85 85 85 108
Electronic Range = 82 91 94 '97 98 99 203
Cathode Ray Tube 85 87 90 92 94 96 90
gflzgnetic Tape 51 58 62 65 70 80 328
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c) Establishment of the Five-Year Plan for Domestic Production of Components and
Materials

From the end of 1985 the price of imported components rose together with the
yen, leading the government in 1987 to establish the five-year plan (1987-91) for the
" domestic production of electronics components and materials.

Obiecti
1) Improvcment of the self-sufficiency ratio for components and materials .

By promoting domestic production through 1991, the final year of the sixth Five-
Year Economic Development Plan, and stemming the yearly average increase in
component lmports to 10.1%, the self-sufficiency ratio for componerits is to be raisod to
69%. _ '
n) Annual i 1mport replacemcnt and export promotion targets

- Atotal of 3,750 products will be developed between 1987 and 1991, rcsultmg in
$3 billion in import replacement and $2 billion in increased exports.

Prgrng;];ign= system
1) Selection criteria
v Products to be developed with government assmtanco
Items for which the country depcnds greaily on 1mports and items urgently
' requihng technological development but for which development is lagging
« Products to be déveloped by companies
Items for which-demand is increasing and private-sector commercialisation and in-
company development (with simple financial assistance) are possible
» Products (o be developed jointly .

- Specialised oomponénts for :leading—cdgc electronics equipment entailing a large
investment, lacking in general applicability, and for which private-sector development
lags behind =
« Method of aésistéuj_ce

' Priority financial assistance will be offered through the Industrial Development
Fund, Industrial Foundation chhnology Up—Gréding Fund, etc.
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3) Policies to Assist the Promotion of Domestic Prodiiction
a) Financial Programs

National Investment Fund
» Funding: Government funding

» Target: Electronics industry purchases of domestically-produced facilities and materials
« Annual interest: 10% - 11.5%
 Term of repayment; 10 years (including a five-year period of deferment)

« Scale of assistance:

The Size of Assistance for National Investment Fund

(Unit : Million Won)

Year ‘84 ‘85 86 ‘87 ‘88

Total of 100 160 100 100 100
Assistance

Electronics Industry Promotion Fund ;g.gmbi'ngi with the Indusirial Development Fund in
1986)

» Funding: Public and private investment

+ Target: Prototype development

« Annual interest: 6% _

« Term of repayment: Divided evenly over three years with a two-year period of
deferment '

+ Scale of assistance:

The Size of Object for Electronic Industry Promotion Fund

(Unit : Million Won)

Year ‘81 ‘82 ‘83 ‘84 ‘85 ‘86
‘The Number of 37 32 32 53 94
Assisted Companies .
Total! of Assistance (3,800) (2,150) (2,250) 4,227 {6,460) {7,000
Development of 19 - - 22 39 '
. Industrial Machinery ' '

and Tools (2,000) .97 (2,150)
Development of Parts 18 32 32 31 55

o (1,800) (2,150} (2,250) (2,250) {3,950)

Note : The Figures in Patentheses Show the Total for Assistance.
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Industrial Technol

In-Grading Fun

* Funding: Oil Stabilisation FFund
» Target: Firms developing designated machinery, components, and materials

+ Annual interest: 5%

+ Term of repayment: Ten years (within five years)
* Scale of assistance: (1986-87)

The Size of Assistance for Industrial Technology Up-Grading Fund

Unit : Million Won

Reduction and
Exemption of
Introduction
Customs on
Institution
Materials

Year 1st year 2nd year Total
Total of 450 200 650
Assistance
b) Tax Incentives
Main Systerns Contents Remarks
Investment Tax + Ground: Control bill of Tax Reduction and Abolition in
Credit or . Exemption, Article 12th December '86
Special Sinking + Objects: 6 types of Industry Like Electronics
Depreciation : Industry
© System - 100% Specially Recognised Depreciation of
General Sinking Depreciation Sum.
- 3-5% Exemption of Investment Tax
System of « Ground: Induction Lag of Foreign Capital
Foreign Invest- « Objects: 39 Industries Like Semiconductor
ment Tax Reduc-  « Contents: Reduction and Exemption of Income
tion and Exemp- Tax, etc. for 5 Years
tion for Techni-
cal Collecting
Industry

Ground: The Customs Law, Article 28th
Objects: Industrial Equipments and Electronics
Like Computer, etc. :
Items: Institntion Materials which are Im-
possible to Produce in Domestic -
Because of Manufacturing Objects
Rate of Reduction: 60% (70% of Semiconductor)
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5.3, Electronics Industry Promotion Policies in Singapore
{1) Legal Assistance Policies -

Among those nations struggling to industrialise, Singapore has one of the most
developed sets of legal policies for assistance. The core of these policies is the Ecbnom_ic
E'xpansion Promotion Act -- The Income Tax Exemption Act enacted in 1967. This act,
significantly revised in 1970, remains in effect today. Inclusion of the phrase "Income
Tax Exemption" stems from the existence of restrictions for the consideration as a portion
of an income tax act in Article 2. This act centers around the following clause: "In order
to promo'te the Singapore economy, corporations investing a specified amount or
a'chicvi'ug a specified export ratio in industries manufacturing designated 'prbducts will be
exempted from income taxes for a specified period.” In offering such incentives the act
was also an attempt to attract foreign capital. As will be described in detail below, the
electrdnics industry was the highest prioﬁty field for application of this act. The 1970
revision left the fundamental thrust of the legislation unchanged; rather, the revision was
made with the objective of further promoting industrialisation in consideration of the -
tempo of industrialisation and against the backdrop of expectations for greater investment
and industries with high technological standards.

The leading-edge technology industries targeted by the act included five fields: 1)
electronics; 2) knowledge-intensive services; 3) chemical products; 4) biotechnology; and

5) precision engineering products.

Under the act, all companies contributing to industrial development and the
promotion of exports, regardless of whether they were established with local or foreign
capital, are eligible for tax exemption.

The act centers around the following five points:
1) Pioneer Industries

Firms are automatically exempted from taxes for five years, and this may be
extended another five years for companies making significant investments in special
training or technologies and expected to require a long' preparation period. All

depreciation and wear costs can be carried forward after the period of exemption runs out,.
and all dividends distributed during the period are also tax-exempt.
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2) Facility Expansion Investment

When fixed investment exceeding S$10 million is made, income resulting from the
~ investment is exempted from taxation for five years.

3) Export Industries

At those companies designated as export industries, a tax reduction of 90% is
offered for five years on income earned from exports of products specified for tax
reduction. Dividends based on export earnings are also tax-exempt. Those export
companies also designated as new industries are eligible for these benefits for 8 - 15

years.

4) Patent Royalties, Technological Assistance Fees, and Other Fees for the Use of
Industrial Proprietary Rights

~ The usual tax rate of 33% is reduced to 20%, and in cases where the payment does
not include foreign remittance and is appropriated for share income of the paying
company, taxes are exempted entirely.

5) Other

Investment for facility expansion and modernisation can be depreciated 100%
during the first year. Materials, machinery, and raw materials imported by manufacturing
firms operating in Singapore are also exempted from import taxes.

There are various ways of raising capital for domestic enterprises: Funds may be
borrowed from owners, cooperating companies, parent companies, commercial banks,
merchant banks, credit sale companies, medinm- and long-term credit associations, the
Singapore Development Bank, and the Juron Corporation (the latter two are government-
related institutions). In addition, underwritten or publicly-held stock and corporate bonds
may be issued.

- The Singapore Development Bank provides ﬁnancial assistance to industry in the

form of medium- and long-term loans, participation in share capital, loan guarantees,
short-term commercial financing, and management services. Since Singapore's financial
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institutions and organizations are relatively well developed, it is comparatively casy for

companies to raise funds.
{2) Manpower' Trraining Policies

The labour department of Singapore's Economic Development Board (EDB), in
coordination with the nation's economic reorganisation cfforts, manages the Skills
Development Fund (SDF) in order to improve the quality of the workforce, carry out
retraining, and provide mainly financial assistance for hiring. The electronics industry is
cligible for assistance from the fund, which was established at the end of 1979 and
provides three types of financial incentive. The Training Grant System (TGS) is one of

these.

The Training Grant System offers grants to encourage employers 10 participate in
training programmes to itnprove worker skills.

Ordinari'ly, the fund subsidises 30% - 90% of all training costs. The following
eight fields have been designated for priority development:
1. Technical skills
2. Computer-related skills
3. Management/supervision skills
4, Handicrafts skills
5. Specialised education/expert skill training
6. Product design and R&D skills
7. Company-wide productivity improvement planning
8. Basic Education for Skills Training (BEST) planning

When the system was first established, employers were obligated to supply at least
30% of the approved training and planning costs in order to receive grants. Later,
however, this provision was relaxed, and at present the SDF will provide up to 90% of all
training expenses. For two years after introduction of the system, approval of gfant_s
proceeded slowly. This was due to two factors: first, employers were unaware of both
the system and its pr'cwisio'ns'; and second, the EDB was less than generous in its approval
of grants. In 1982, however, the application procedure was speeded up, and by the end
of October 1983 the SDF had approved a total of $$153 million in training grants in
response to 17,000 applications. The number of workers who had received training as a
result of this assistance exceeded 136,000, or more than 12% of the entire labour force.
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Thus far the spotlight has been focused mainly on the financial aspects of
manpower fraining, The remainder of this section will deal with the systematic and
organisational aspects, namely, the various institutions providing vocational training,.

Singapore's plan for vocational training is generally referred to as Continuing
Education Training (CET )'. Broadly defined, CET covers all forms of education for those
who have left formal schooling. It includes a wide variety of courses (part-time, special,
and correspondence courses) organised by government and educational institutions,
specialized organisations, public service organisations, and private enterprise together
with company-sponsored training courses, halfway retirement legislative education
courses, and lectures. The government intends CET to cover all economic specialties and
all workers. Although various types of courses are available under CET , due to the
limitations of this report discussion will be limited to the public sector.

CET planning in the public sector can be divided into two categories. One
includes the special open courses provided by the government and public institutions to
individuals or specified labour organizations. The other covers internal worker training
programmes l_aid out by government and public institutions. ‘This report will concentrate
on the former category and, as in the discussion of financial aspects, will focus on one
organisation therein, in this casc the EDB. This organisation was selected because the
majority of vocational training related to the electronics industry is reflected in EDB
policies.

It should be clear from the above that the EDB has as its main duty the promotion
of investment in industries which contribute to the innovation of Singapore's econornic
structure. In addition, however, the organisation serves as an important training
institution for industrial skilled labour. The EDB belicves that securing a sufficient and
stable supply of skilled labour is essential to its fundamental task of attracting investment.
EDB activities in the training field complement those of lower and upper secondary
schools. The organisation is currently engaged in the operation of its own special training
centre as wcll.as a technical training institute with the cooperation of foreign governments
and private companies of varied nationality.

Since the early 1970s the EDB has carried out Joint Industrial Training Plan.

Under this plan, the specialised knewledge of manufacturing companies and foreign
governments is brought together with the financial resources of the Singapore government
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in an attempt to create a pool of skilled labourers and technicians for Singapore industry..
Under this plan the following four technical training centres have been established, of
which three were realised with the assistance of foreign companies and one was done
through a joint venture with the government of Japan.

1. Tata Government Training Centre (est. 1972)

2. Brown Bovely Governmcnt Training Centre (its predecessor, the Loray Government
Training Centre, was established in 1973)

3, Philips Government Training Centre (est. 19735)

4, Japan-Singapore Training Centre {est. 1979)

These four centres carry out four-year "apprenticeship programmes” in which
trainees receive two years of trairﬁng at one of the facilities and are then assigned to
companies in their respectiife fields for another two years. The major characteristic of this
programme is that training at the centres is carried out in a working environment closely
approaching actual industry conditions. The centres provide courses allowing trainees 1o
master basic skills that are applicable in a wide variety of industries.

In addition to these four training centres, where general skills are proiridcd, the
EDB, in cooperation with three foreign governments, has established the following three
technical training institutes providing specialised training in fields such as metal tool and
die design, the production process, robot engineering, and microprocessor and computer
software technology.
1. Japan-Singapore Institate of Software Technology (JSIST)

Established in the beginning of 1982 for the training of corhputer personnei and
improvement of the information processing skills of managers and specialists.
2. Germany-Singapore Institute (GSI)

Also founded in the beginning of 1982 with the objective of training specialists in
machine processing, metal tool and die structure, and the production process.
3. France-Singapore Institute (FSI)

Established in 1983 for the training of technicians in the fields of control
engineering, mechanical engineering, robot engineering, microprocessors, and computer

applications.

After entering full operation, each of the three training centres will be able to

accommodate approximately 400 trainees.
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In addition to the above, the Applicd Technology Group (ATG) was organised to
carry ont training in leading-edge industry sectors. It makes use of the eight facilities
listed below to train workers in leading-edge technologies.

Each of these facilities has introduced advanced leading-edge industrial equipment
with the technical cooperation of foreign-affiliate companies and is carrying out high-level
education and training programmes. Vocational training using these specialised facilities
and the advanced equipment is provided to all of the trainees in the above-described EDB
training centres as well, thereby giving a boost to the technical level of Singapore’s plant
workers.

The cight existing faéi!ities as of 1987 are as follows:
1. CECTU (in cooperation with Computer Vision)
Specialised training in CAD/CAM
2. AERTU (in cooperation with ASEA)
Specialised training in indusirial robots
3. JECTU {in cooperation with JAPAX)
- Specialised training in compﬁtef numerical control (CNC)
4. SSERL (in cooperation with Sankyo Seiki)
Specialised training in assémb}y robots
5. HECTU (in cooperation with Hewlett-Packard)
Specialised training in CAD/CAM
6. SERL (in cooperation with Seiko)
Specialised training in assembly robots
7. MECTU (in cooperation with Mentographic)
Specialised training in CAD/CAM
- 8. MEML (in cooperation with Mitsutoyo)

Precision measurement
(3 Developmeﬁt Assistance Policies
1) Baﬁk;rate Support System for Mechanisation
The Skills Develof)fnent Fund (SDF) being hﬁplémentéd by the labour depaiﬁnent

of the EDB includes three types of financial incentives. One of these, the Training Grant
System, was described above. The remaining two incentives, to be discussed here, are
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the Bank-rate Support System for Mechanization and the Consnltant Development

System.

The former programme was introduced in December 1980 in an attempt io
encourage companies to invest in new machinery and facilities.

The system provides financial aid when the company pays interest accruing from
the purchase of machinery. This assistance, limited to 9% annual interest, is equivalent o
half of the actual interest payments accruing from loans undertaken to finance the

purchase of the equipment.
2) Consultant Development System

This system is designed to assist local companies attempting to improve the
management of their operations by employing an outside consultant for a short period of
time to obtain technical know-how and improve labour training plans.

Established in August 1981, this system subsidises 30% - 70% of the consulting

fee.

These three programmes, each under the supervision of the SDF, have been
warmly welcomed by local companies enthusiastic about training, automation, and

development.
3) Incentives for the Introduction of New Technologies (INTECH)

These incentives were announced in August 1984 with the objective of
encouraging corporations to invest in new knowledge-intensive industries.

Under this system, the SDF is empowered to providé'up to 90% of financing
required for personnel and facility costs entailed by new technology projects in the
following areas:

1. Automation and robot engineering
2. Microglectronics

3. Biotechnology

4. Information technology

5. Optical and raster engincering
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6. Engineering and material science

As can be seen from these six fields, the goal of this system is to encourage
development by groups of highly trained specialists and scientists.

4) Product Development Assistance Scheme (PDAS)

~ According to a survey conducted by the Science Council, approximatély 180
public and private bodies are currently engaged in research and development activities in
some form or another. This scheme was established under the control of the EDB in
order to stimulate innovation and product developiment by local industry. By requesting
EDB subsidies, local firms can be compensated for up to 50% of direct development costs
incurred during development of new products or improvement of existing ones. The
maximum subsidy for any one project is $$200,000. In 1983, six local firms were
awarded a total of almost S$600,000 under the scheme.

Introduction of PDAS has created a great deal of interest in Singapore industry
circles, and for the next few years product development activities are expected to double

annually.
(5) Research and Development Assistance Scheme (RDAS)

In order to provide funding for medium- and long-term R&D projects for
development of specified areas, the Ministry of Finance in 1981 provided a blanket
subsidy of S$50 million to the Ministry of Trade and Industry. In 1983 this subsidy was
renamned the Research and Development Assistance Scheme.

Since March 1984 the Singapore government has provided investment incentives

to local firms investing in new technology projects.

~ When a local ﬁrm' invests in a venture capital activity that has been approved as a
new technology industry and retains a loss as the result of such involvement, it is eligible
for a 50% wrote-off on the total investment. Although risky, this kind of investment is
the R&D-oriented type of activity that often results in the development and' improvement
of innovative technologies.
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~Singapore has long awaitcd a new type of entrepreneur to encourage investment in-
new fields. And, in fact, a large number of leading local companies (e.g., the Robin
Group, National Tron and Steel Mills, Intraco, F & N, etc.) have become involved in the
electronics industry and other high-tech fields.

The majority of these entrepreneurs, however, are forced to procure financing on a
financial market that is unfamiliar with speculative investment. Although Singapore
offers relatively casy financing in comparison with other Southeast Asian nations, lack of
funding was the greatest obstacle faced by these local entrepeneurs. Hence the electronics
industry's complaint that the government ought to offer more assistance. Fully aware of
this problem, the government has made full use of SDF through EDB to support the
development of the electronics industry and other high-tech industries.
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