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L Introduction



L Introduction

This is a compilation of the recommendation programmes which have been
formulated based on three years' studies and constitutes one part of the Final Report of
the Third Year Study on Selected Industrial Product Development in Malaysia.

This study is based on the Scope of Work for the Study on Selected Industrial
Product Development in Malaysia agreed upon by the government of Malaysia and the
Japan International Cooperation Agency on August 1, 1987. The First Year Study began
at the end of January 1988 and the Third Year Study ended in November 1990.

This Report was completed as a collective edition of the priority projects
formulated from the review and compilation of the recommendation programmes, in the
Third Year Final Report.

I-1. Background and Objective of the Study

The Asian countries are striving to build up local industries so as to strengthen
their economic structures and to push forward with aggressive programmes for the
invitation of foreign investment in order to rapidly build up export-oriented industries
contributing to the acquisition of foreign currency instead of promoting import-
substitution type industries.

Malaysia is currently pushing forward with the promotion of 12 sectors, primarily
export-oriented industries of the type using existing resources, in line with the "Industrial
Master Plan (IMP) 1986-19935," which was officially announced in January 1986, The
Malaysian Export Trade Centre (MEXPO) selected certain key products for export
promotion. The IMP is envisaged as the pillar of the economic plan and aims at an annual
8.9% increase in exports of manufactared goods from 1986 to 1995.

Since the (G5 conference of the financial heads of five advanced nations in
September 1985, the yen has been appreciating in value and the U.S. dollar has been
depreciating. The currencies of the Asian NIES are also under pressure for reevaluation
upward against the U.S. dollar. This has led to a rapid change in the international
environment for exports. In particular, in the highly labour-intensive manufacturing
fields, Japanese and NIES' companies have been increasingly investing in the ASEAN
region in export-oriented industries. Under the Fifth Malaysia Plan, which began in 1986,
Malaysia has been striving to enlarge the role of the private sector, achieve greater
efficiency in the management of its economy, and promote industrial development. In line
with this, it has relaxed its restrictions on foreign investment for export-oriented
manufacturing industries and has come out aggressively to promote foreign investment.



~ 'The present Study on Selected Industrial Produict Development in Malaysia aims at
cdmprehen_sive cooperation for the dcvelopmeht of strategic export industries. The
objective of this study is 1o sutvey and analyse the state of selected industries in Malaysia
a’ndto_foﬁhiﬂate a comptehensive programme for industrial development with the aim of
promoting exports. Further, it seeks to organize information on Japanese firms wishing to
make investments or establish joint vehtures in these industries-so as to promote joint
ventures and technological tie-ups between Japan and Malaysia.

1-2. Implementation of the Study

In April 1986, the Malaysian government submitted a request to the Japanese
government for a "Technical Cooperation Projéct on Indusirial Sector Dcvc_lopmeﬁt."
Receiving this, the Japan International Cooperation Agency (JICA) sent a contact mission
in September 1986 to deliberate with the Economic Planning Unit, Prime Minister's
" Department (EPU)','the Ministry of Trade and Industry and the Malaysian Industrial
Devclop'ment Authority (MIDA) and reached agreement with them on the basic objectives
and content of the technical cooperation in industrial sector development between Japan
and Malaysia. Based on this, the JICA sent a short-term expert to MIDA from February to
August 1987 to select the target industries, resulting in the selection of the later mentioned
industries. JICA then sent the Preliminary Survey Team in August 1987 and signed the
Scope of Work including the selected industries with the Malaysian side. '

The First Year Study started at the end of January 1988 and the report was
completed in September of the same ycar’.' The Second Year Study began in the middle of
October 1988 and the report was completed in July 1989. The Third Year Study started in
the middle of October 1989 and ended in November 1990. The personnel involved from
both the Japanese and Malaysian sides are shown in Annex 2 and 3.

1-3. Industries to be Surveyed

The industries surveyed during the three years of study were as shown on the next
page.

The industries surveyed were selected based on the list proposed from the
Malaysian side. ' | -



Subsectors and Products Surveyed for Three Years

Subsector - Product
Ist year Engineeriing (a) Moulds and dies
- ' (b) Automotive metal parts

. Non-Metallic Products . (¢) Chinaware (tableware and decorative ware)

{d) Glassware (except sheet glass)

2nd year ‘Electronics

Rubber

(a) Office electronic equipment
(i)  Word processors
(ii)  Photocopying machines
(iii) ~ Facsimile machines
(iv)  Telex machines
(b) Cathode ray tubes
(¢) Ceramic packages/substrates
(d) Rubber footwear

3rd year Engineering
Electronics

(a) Castings
{(b) Compnters and computer peripherals
(i) Microcomputer
(iiy  Monitors/video display unit
(i)  Printer
(ivy Keyboard

~ As mentioned earlier, the Malaysian government has selected the following 12
industries for priority development in its Industrial Master Plan 1986-1995.
(1)  Resource-based Industries '

(1]
(2]
[3]
[4]
15)
(6}
(7]

‘Rubber Processing Industry

Palm Oil Products Industry

Food Processing Industry

Wood-based Industries

Chermicals and Petrochemical Industries
Nonferrous Metal Products Indujstry :
Non-Metallic Mineral Products Industry

(2) Non-resource-based Industries

(1]
2]
[3]
(4]

Electronics and Electrical Industry

Transport Equipment Industry

Machinery and Engineering Products Industry
Ferrous Metal (Iron and Steel) Industry



5] Textilﬁs/Apparel Industry

- Further, the Malaysaan Export Trade Centrc (MEXPO) has deszgnated the
following as important items for export: R :

Foodstuffs (mcludmg cocoa,’ scasomngs, fruits, and eeafood) feed
beverages, tobacco, cement, precious stoncs, ceramics, - glass, furniture,
wood products, rattan - products, chemical ‘products, fertilizers,
pharmaceuticals, oils and fats, textiles, apparel, Weaving thread, weaving
cloth, carpets, handicrafts, jewelry, electronic and electric produé:s and parts,
musical instruments, machinery, metal producis, sports goods, toys, cut
‘flowers, -tubber products, plastic products, footwear, leather goods,
stationery, and auto accessories..

The Malaysian government proposcd industries and items to be covcrcd under this
study by taking into consideration the priority industries identified under the IMP and the
- key items for export promotion identified by MEXPO a_;s_wc_:ll as the recent trends in direct
investment by Japanése firms and firms from NIES and other areas. A final decision on
which industries and iterns would be surveyed was made through negotiations between
the Malaysian' and Japanese sides based on the subsectors and products proposed by the
Malaysian government, ' :

I-4. Scope of Study'

The details of the items of the survey under this study were decided as follows,
based on the Scope of Work agreed on August 1, 1987:

{1) To overview the présem situation of the selected industrial products:
a) Production items and their production, trade and manufacturers; and
b) investment, technological partnership, finance, taxation, introduction of
foreign capital, etc. -
(2) To study the existing status of manufacturing establishments in Malaysia for the
selected industrial products. These studies are to cover the following arcas:
a) Manufacturing processes and specifications
b) Technical level (quality control, etc.)
¢) Product development (designs, et¢.)
d) Business administration (business mﬁnagemem, fund-raising, eic.)
e) Sales strategies (market research, marketing, etc.)
f) Relation with periphery industries (raw materials, eduipment, etc.)



(3) To study the export markets of the selected industrial products:
a) Supply and demand and import situations in major importing countries;
and : :
b) marketability of the selected industrial products in major importing
countries ' ‘
@ To recommend pdlicie’s and measures for development, technical upgrading and
~ export promotion for the selected industrial products. The areas to be covered are as
follows: _
a) Systemns and policies
b) Technical improvement
c) Product improvement
d) Sales strategies
e) Business administration
f) Manpower development
g) Improvement of infrastructure relating to the selected products

(5) To undertake cost-analysis studies for the selected industﬁal products which are to
include cost-comparison studies for the production of similar products in Japan,

(6) To undertake a study and survey to ascertain and identify Japanese enterprises for the
selected industrial products which are keen to undertake direct investment and/or
technical collaboration in Malaysia. The study/survey is to cover the following:

a) survey on enterprises intending direct investment and technical collaboration
b) List of enterprises

Separately from the study on selected industries, in the Third Year Study the
programmes proposed for each product in each of the three years were reviewed and
compiled. The background and basic concepis for review and compilation are explained in
a later section.
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IL. Comprehensive Promotion Programmes Proposed for Each Selected

Industry
1i-1, Comprehensive Promotion Programmes for the Mould and Die Industry
(1) Basic Strategy

In the mould and die industry of Malaysia, a portion of the foreign-owned
industry is equipped with high technology. However, the industry comprises mostly
small scale local enterprises.

The mould and die industry in Malaysia produces widely for the electrical,
electronics and automobile industries. The industry is expected to grow in the future ata
yearly rate of 30%.

The problems the mould and die industry of Malaysia faces are as follows:

1) Lack of skilled workers and designers
FEvery company lacks skilled workers and designers, a situation for which urgent
solution measures are needed, To raise technical standards, it is necessary to
develop skilled workers and designers.

2) Lack of modern management control systems
There are tnany enterprises which do not have modern management conirol
systems. An improvement in the management systems of firms is needed.

3) Insufficient cooperation with international enterprises -
Cooperation with international enterprises is a very effective method for
improving technical standards. For producing precision moulds and dies in
particular, for which demand is increasing, cooperation with foreign enterprises is
a shortcut.

In light of the above circumstances, following are the basic strategies of a
comprehensive programme to build up the mould and die industry in the future.

Basic Strategies for Promotion of the Mould and Die Industry

1. In order to improve technical standards and to train high-level special
technicians for the mould and die industry, the MIDEC (Metal Industry
Development Centre) would have to be expanded.




2. To train middle-level technicians in local areas, with the cooperation of the| -
govcmment and the private sector, early establishment of the Penang
Tooling Centre would be expected. |

3. Additional education is a standard’ techmque to improve produ(,uon and
business administration skills. :

4, There should be more promotion to atiract investment from overseas|
enterprises. ' '

(2) Pmposed Comprehensive Promotion Programmes

Based on the problems related to the promotion of the mould and die indﬂstry in
Malaysia, the .fo'flowing promotion programmes were proposed for promotion of the
industry. The process of the identification of the comprehensive promotion programmes
is shown in Fig. Il 1-1.

Programme 1. Expansion of MIDEC (Metal Tndustry Development Centre)

» To expand MIDEC activities such as technical seminars and to make better use of its
facilities. '

+ To install advanced CNC machines for technology transfer.

» Toinvite foreign experts having advanced technology.

_+ To train technical instructors overseas.

» To collect and supply technical information.

Programime 2.Support for the Establishment of Skill Development Cenfre

* To invite consultants for planning and designing,
» To train technical instructors overseas.

*» To introduce necessary machinery and equipment.
» Practical technical training by foreign experts.

» To collect and supply technical information.

Programme 3. Expansion of Polytechnic and I'TI Activities

» To prepare a curriculum specifically for moulds and dies. -
+ To prepare technical manuals.



«. To expand the machinery for education and training.

« To provide practical instruction in design, production and set-up of moulds and dies
by foreign experts. '

+ To train technical instructors overseas.

~+ To collect technical information.

Programime 4. Intensification of Training Scheme for Managers

» To provide training seminars for managers.

’ “To expand management consulting services,

* To prepare technical manuals.

+ To train managers overseas.

« To collect and supply management and technical information.

Programme 5. Introduction of a Model Factory System for Moulds and Dies
(Expansion of SIRIM activitics)

» To invite consultants for making plans.

+ To provide technical training by foreign experts.
» To train technician overseas.

+ To apply financial and tax incentives.

Progranume 6. Introduction of Financial and Tax Incentives to Modernize Machinery and
Equipment

+ Tointroduce a low interest financing scheme for modernization of equipment.
s To expand incentives for overseas training. .

Programme 7. Provision of Support Activities by Mould and Die Industry Organizations

» To have tours of technical instruction by foreign experts.

« To hold management and technical seminars by foreign experts. .
» To collect and supply information.

+ To promote exchanges with foreign industry organizations.



Programme 8. Promotion of Tie-ups with Foreign Enterprises

: ;"f' Strengthening of activities to attract investment by MIDA.

"+ To collect and supply domestic and overseas investment information,

‘« To dispatch and invite missions for the promotion of invesiment and technical
. transfers. | _

* To promote matching of enierprises.’



sasudizius 3o Somymew Jo uoRowaRg

3935 [BTTYOT) PUT TRATIIAUL J0 UOTOW 47 JOF FUCTESTUL 30 UOTIIZALT PUE WEURPIPASLT
BONVULCIU TUSUNSIALL SUIRIIA0 pus omisawop Jo Aiddns pue vonsefon

YDA Aq TIsugsIAug 10EOw 0) TINATIY JO wﬁﬁﬁuﬂum

sosudranma uSmyoy

suoTREIURRIC Ansnpin TS0y LM Bmﬁnuxu JO uonowoLy -

vonruLonE 30 Addns pue wonsOD
surxdxs w80} AQ PARONPUOD SREUTIERS TRTIDA P JERmSeup]

suadxa udraroy F BORINNSUT [EIRALN L0Y SINO T,

Funm SEVRIAA0 JOJ SIANUIOUT JO uoTsTRdXy ...||_
mawdinba J0 TORRZIIopOUL 0] AURNDS BULATAL 1822 Ma] ¥ JO LORINPATA]

SIARIUISUL X¥) PiEe THIoUeuLy o uoneonddy

SUPEDTULOHT 20 SUTUTED SBISIAA0 JO BOISIAGLY

fuadxo uraiog AQ Burures TROTUYIA) JO DOISIAOL]

sosodimd Suruued 107 SHNIMSTOS jO LODETAL]

GOTEULOFUT [ETWpa pire usunBvusw Jo Addns 15 BOTNI[O]) ey
SLRISTUYO 107 BUIUTRD §EIRISAC JO UOISIAOL] —

STENTIY DONNPS] J0 tonemdaly —
320116 SuUnnguos TwsraBeueu jo uotsuedyy —

398 v Joy swunuss Suvaren Jo notSTAOK] —

- GOTRLULIOLI TEOTASAN JO WOTDANO]) —
. JIns EOTUDS] 10T SUNIED SEIRI2A0 JO BOGIANL]

suadys ulmuoy 4q bn_u&nn pus *sogonpoad ‘ufitsap ur vopsnsul eonsead jo uonTAN]
wESna PUE UOQEMIPS 30Y AISURORUE 3O ISEUMN] e

ST [BITNPA JO voneRdany .
$9Ip PUT SPI0W JO0] WIS PIZTEIISs 30 Saa_&ﬂm —

vopsudour uHiao] Jo WOBHOD —
 aadye ﬁﬂ._& Aq umamen O JO UOTFIANL] —nct

. upuxdmbs pi Lounyoew AB5559U JO UOTONPORU] ——

SRIRIIAO SIOPIIEUT TReOTYIA JO Furures], -]

. Burufis uﬁﬂﬁwhﬁﬁmkoms:s? 03 Jo uoRENALY —

UOTwULOYT TRaTuS2l JO Ajddns puze uonId{[o) ~m

. SESRIIAC JVE TR JO SURNRI] o

. hmq_oqﬁﬂ_uuoﬁ pr Buaey suadys i) Jo vomLay
" zapsuus KBOoUSa JOJ SURIIRUI DN PIIURADE JO UOTETVIST] =

FIRIEONY $I O 0T 1aMSG P 19gstren ASQOMPAN PUB (3¢ 58 4INS SYHIATIOR (TN JO uotsiediy —
‘swweaSosy ay) Jo swA] Joleiy ’

£nsnpuy aiq pue pmoly Jo judwdopaaq 10§ sowruwreadoid 2ASUAGaIdUIO]) O UOHRINUIICY JO $SA01g YT IY By

sesudiaus udo] yua Yitm sdn-on yBnonp SIS BAT0]
sdn-on Jo sonomorg wzundzuew pue avtuadxe Yl EOTYRULIOFTT
BT JO mraukaacdury dn-an eRynET]
suonezrefio Ansnput a1p vonezireiio nonwuIONg
paE pnow £q SOMTATIOE Psupa ve gBnosq TR PUe [E3ITI3;
uoddns jo vorsmalg SRA9] MW v puy FEISIIAD JO O]
TEORAP] JO TR Adar
ssausannadwos usyduans :
01 puw 3uwdmbo pue . AnsTpul S1p —
AUIDRUL JZTUISPOW  {— PUR PO St acsdury | smmon usnuumunnm
01 FIANIUINIT Xvt pUe 01 WINEAS JO Jannsnipy
[EDUBLL JO BOTINPANU]
S3Ip puw sprOw wsks Klowowy © meaadmbe pue
10§ wanshs Arotey PPOW ¥ Jo MIWYRGRIST Asugorut WesGmsuf
T9pOT ¥ 3o UOTINPORUY
138w 0] DS TP Jsponucs rmaSruen-
Bupumn jo sormeoyisuau [ | woSvaem o jo eotsuwding |  mempoermmpoumn |
sSmARe 1] pine GOTROPS [EONIT 9
annprnAfog o vorstrediy ot o wotsuwdcg |- franbrugoa o fass mort|
¢ wopssseandpme L]
anuagy 1wswdoASy (S onand 3 4q sovoTRPS |
ysTIqEIs? 01 uonesadoo) TPA9 Sppre jo Bumugesy [
- || soudisap pox wapom
saage pRwwsAcd jo | PAHIOES JO 3]
(anus) wondo[aax] noan.umooo A ST :
Arpupu] fea) TaAIr-48Yy Jo adky pazireny
DEAIN Jo wotsuediy -5 30 vomEOnps pus 1A
| peorugoor o jo wourasauduy
awwwaSold wopjowesy  saunswaly Sujajeg WIGeL

aapsuoyoadwio] pasodol]

SR QOLY . Jofely

10



-2, Comprehehsive Promotion Programmes for the Automotive Metal Parts Indusiry
- (1) Basic Strategy

At the core of Ma_'laysia.'s autoxﬁobile industry is PROTON, which pi'odil_ccs the
national car. Major part'of its aim is to promote related industries. Considering the fact
that the country's populaﬁon is 16.5 million, its purchasing power is not very large, and
arecent decrease in auto production has affected the automotive parts very badly.

Fo_llowing are the problems of the automotive metal parts industry in Malaysia:

1) A gap between producnon and manufacturmg technology
Both cnterpnses having foreign tie-ups and thosc without them have low techmcal
'levels A pla.n to cope w1th this sxtuatlon is necessary '

2y Noncompetltwe prices.
.Considering present technical standards, production levels and control pnces are
not competmve It is necessary to take measures to promote domestic production.

3) Low production volumes. '

- Expansmn of exports is needed in order to assure volume product:on of
automnobiles in Malaysia.

Noting the above backgfound and problems, the basic strategies for a-
comprehensive programme to promote automotive metal parts industry in Malaysia are as
follows. | |

Basic Strategies for Promotion of the Automotive Metal Parts Industry

1. To promote domestic production of componénts for automotive metal parts,
it is necessary to master production and manufacturing technology.
Establishment of a technical development unit for domestic automotive parts
within the SIRIM is to be carried out in order to make up for lacking
technical abilities, to establish a continuing system of research, and to extend
the results to the private sectors.

2. Expand technical education and education of managers. |

3. Increase activities to attract investment from foreign enterprises in order to
promote effectively domestic production. '

4. Support export promotion,

11



(2) Proposed Comprehensive Promotion Programmes

Based on the problems related to the promotion of the automotive metal parts

industry in Malaysia, the following promotion programmes were proposed for promotion
of the industry. The process of the identification of the comprehensive promotion
programmes is shown in Fig. I, 2-1. '

Programme L. Establishment of a Technical Development Unit for Automotive Partsin

SIRIM

Establishment of a technical development unit for automotive parts in SIRIM to supply
information concerning metals. Research materials will be introduced and field
surveys will be carried out by experts when necessary.

‘Research on manufacturing techniques for parts and provision of services to

manufacturers.
To supply technical information to private enterprises.
To provide overseas training for Malaysian instructors.

Programme 2, Expansion of the Programme to Educate Technicians and Workers in such

organization as I'T] or to Educate Managersat NPC

Provision of technical guidance for parts manufacturers including subcontracted
enterprises.

To organize seminars at NPC for managers. {Subjects will include quality control,
automation, improvements in productivity, cost accounting, multiple equipment
operation and safety measures.)

To prepare a curriculum to strengthen actual training such as of soldering and metal
manufaciuring at vocational training facilities.

To provide training for technicians dispatched to joint and technical tie-up enterprises.

Programme 3, Promotion of Technical Tic-ups and Attraction of Investment

°

Dispatch of missions to promote investment.
To strengthen investment promotion activities by MIDA,
To invite investment missions from abroad.

12



+ To promote matching of enterprises.
Programme 4. Strengthening of the Promotional Activities for Export of Automotive 7
PartsbyMEXPO -

+ To collect mformatlons on the industry and foreign markets, and to supply
informations to the proper industries. : .
» To dispatch automotive part export promotion mnssxons and to hold exhibitions
- (support for enterprises with no tie-ups overseas).

13
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1I-3. Comprehensive Promotion Programmes for the Chinaware Industry
(1) Basic Strategy N

Except for a sma]l number of foreign- afﬁllatcd ﬁrms havmg hlgh producﬂon
technology, most Malaysian chinaware manufacturers are fannly—managemcnt type small-
scale firms. These manufacturers are class1ﬁed into several groups creating separate
enclaves which makes balanced growth of the ceramic industry difficult. The technical
level of the majority of local manufacturers is less developed when comparcd with
neighboring countries such as China and 'I'halland

Although Malaysia abounds in the major raw materials for chmawarc pmducnon
they are not fully utilized to pmduce high value-added products 2 .

Small domestic market size is another major problem for Malaysian chinaware
manufacturers. To expand sales into overseas markets, most local manufacturers have no
experience in exports or else they do not have enough capability to produce or design
sufficiently competltwe products for overseas markets. :

Under. the above mentioned circumstances, the basic stratcgles of tbe
comprehensive programme for the development of the chinaware industry in Malaysia
could be summarized as follows:.

Basic Strategies for Promofion of the Chinaware Industry

1. Establish the Ceramic Technology Centre which was already proposed by
SIRIM at the earliest stage in order to upgrade the production technology
levels of general chinaware manufacturers. -

2. Expand the geological surveys of ceramic raw materials.

3. Improve the overseas marketing capabilities of local chinaware
manufacturers through overseas market information services and support
for design devel()pmcnt _

4. Promote the invitation of foreign investors,

(2) Proposed Comprehensive Promotion Programmes

Based on the problems related to the promotion of the chinaware industry in
Malaysia, the following promotion programmes were proposed for.'prbmo'tion of the
industry. The process of the identification of the comprchenswc promouon programmes
is shown in Fig. II. 3-1. '
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Programume 1, Promotion of SIRTM Ceramic Technology Centre

The Ceramic Technology Centre which has already been proposed by SIRIM should
be established as soon as possible. Before its establishment, the necessary R & D
activities should be promoted by the Ceramic Department of SIRIM. Following are
the major activities expected.from the proposed Centre.

R & D activities in the mixing of raw materials, and in forming and burning and other
techniques, particularly those related to the production of high-quality tableware and

- artware, as well as extension of resnlts to local manufacturers.

Development of new types of designs which could be accepiable in export markets.

Programme 2. Intensification of Geological Surveys of Ceramic Raw Materials

+ A nationwide geolbgica] survey would be needed in order to identify stable and high

quality mineral raw material deposits.

Programme 3, I:npleﬁmtaﬁon of Human Resources Development Programimes

To provide technical training for ceramic engineers and workers which are generally
conducted jointly by the MARA Institute of Techrology and SIRIM.

To provide practical training on factory sites in the areas of both production
technology and design development.

To hold seminars and training programmes for Malaysian managers in the area of
business management which are usuallly conducted by NPC.

Programme 4, Feasibility Study for the Establishment of a Ceramic Industrial Estate

After finding a good mineral raw material deposit, a feasibility study on the
establishment of a ceramic industrial estate having a joint R & D institution and an
organization to supply all the riecessa.ry raw materials to all manufacturers located in
the estate should be conducted. ' |

Programme 5. Intensive Promotion Activities for Foreign Ihvestment and Technical Tie-

ups

To dispaich investment promotion mission teams to potential investors’ areas.

16



o Toexpand investment pm‘moﬁon activities by MIDA.

+ To invite investment mission teams to Malaysia.

» To strengthen matching services for capital and technical tic-ups bctwecn local and
foreign firms. -

¢« To collect and suppiy to Iocal manufacturers overseas market information on
‘chinaware. - ' : _ _

« To pamelpatc acnvcly in trade fairs overseas, and to dispatch trade mission teams to
potential markets, '

¢ To have training programmes and seminars which target international marketing
know-how for chinaware. '

" Programme 7. Establishment of a Policy Schemes for the Development of the Chinaware
Industry Particularly in Regard to Financing

» To mitigate lending terms of MIDF or MDB loans.

*  To expand the CGC scheme.

* To establish new financing schemes for capital investment directed for factory
“modernization. -

17
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11-4. Comprehensive Promotion Programmes for the Glassware Industry
(1) Basic Sﬁ-'ategy

“There : are only 3 manufacturels that producc glass pxoducts from mineral raw
materials (except for sheet glass) in Malaysia at present. All of these ﬁrms have re]anvely
' strong relanonsh:ps with leading foreign glassware manufactu.rcrs, and have modernized
_IMass- producuon facilities. Due to stagnant market demand for glass bottles, their total

production capacny far excecds the present domestxc market demand, and ail of these
firmis are faced with the urgent necessity of strengthemng thon‘ managcnal bases by
product diversification, export promotion or productivity.

Domestic market dcmand for glass tableware is nearly as largc as that. for glass
containers, and sxgmficant portion of this domestic demand is cxpccted to be filled by a
new glass tableware factory to be estabhshed by an Indonesian investor. - As for other
glass products such as electric lights, pharmaceutical or chemical contame_rs or
measurement cylihders; 'only finishing work is conducted in Malaysia Their present
praduction volumes in Malaysia are considered to be msufﬁmcnt to start productlon from
mineral raw matenals _ : . ,

For the future development of the glassware industry in Malaysia, export
promotion would be an essential element, for which cooperation with foreign
manufacturers having high production capablhues and established ovcrseas sales
networks would become a major factor. : '

From the above present status of the glassware industry in Malaysia, the basic
strategies for the comprehensive industrial development programme would be
surminarized as follows. '

Basic Strategies for Promotion of the Glassware Industry

1. Establish an R & D glass pmdtiction technology center (a glass laboratory in]
the proposed SIRIM Ceramic Technology Centre), which would support the
product diversification and productivity dcveiopment of rxlstmg firms, -

2. Improve export capab:hty of glassware manufacturers through governmental
suppoit for overseas market information collection, for improved container,
transport facilities and for the estabhshmcnt of an inspection system on
exported glass products. _

3. Investigate the possibility of giving more favorable financial support for|

factory modernization or expansion.
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4. Promote the invitation of foreign investors having established overseas
networks and product brand images.

{2) Proposed Comprehensive Promoticn Programmes

Based on the problems related to the promotion of the glassware industry in
Malaysia, the following protmotion progranunes were proposed for promotion of the
industry. The process of the identification of the comprehensive promotion programmes
is shown in Fig. IL. 4-1.

Programme 1, Promotion of a Ceramic Technology Centre (Glass Laboratory)

+ The establishment of a Glass Laboratory in the Ceramic Centre, which has already
been proposcd by SIRIM, should be promoted. Before its establishment, the Ceramic
Department of SIRIM should engage in R & D activities to promote the development
of the glassware industry, including R & D to improve technological levels. The -
following are the major activities expected from the proposed Centre.

- To carry out R & D activities on various production technologies.

- To engage in design development.

Programine 2. Implementation of Human Resources Development Programmes

» Practical training at a factory site of each firm for production technology development .
and design development will be especially effective to increase the skills of technicians

and workers,
Programime 3. Promotion Activities for Foreign Investment and Technicat Tie-ups
+ To dispatch investment mission teams.
+ To expand investment promotion activities by MIDA.
» To provide intermediary services between domestic and foreign enterprises.
Programune 4. Glassware Export Promotion through MEXPO
» To collect information on overseas markets and to provide it to the industry,

» To participate in trade fairs and to dispatch irade missions.
« To hold training programimnes and seminars on overseas marketing activities,

20



Programme 5, Establishment of a Policy _S(:hgi’ﬂ_c for the Development of the Glassware
- Industry Particularly in Regard to Financing

» To mitigate loan terms on MIDF and Malaysia Development Bank funds.

» . To expand activities of the Credit Guarantee Cooperation (CGC). _

» To establish new financihg_schemés to promote capital investments for plant
modernization, ' |
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Ii-5. Comprehensive Promotion Programmes for the Office Electronic Equipment

Industry
(1) Basic Strategy

* As a result of the evaluation of the present status of the electronics industry in
Malaysia and the international market, it was concluded that pridrity should be given to
the promotion of foreign investment. Also, the result of 'thcfé;asibilit'y_analysisof starting
the production of office electronic equipment operation showed that there is a possibility
of the start of domestic production, Accord'ihgly, for the first stage of industry
development, investment promotion will be the main part of urgent measures to be taken
for the promotion of the office electronic industry. |

According to the results of the survey, basic strategies to be taken in Malaysia for
the promotion of the office electronic industry are pmposcd as follows.

Basic Strategies for Promotion of the Office
Electronic Equipment Tndustry

1. Investment promotionai activities toward foreign office electronic equipment
manufacturers should be placed at the core of strategies for the promotion of
industry in Malaysi'a. By inviting foreign manufacturers, such pf_oblems as|.
the existing technological gap with overseas countries and the difficulty in
the access to the world market would be solved and the foundation for the
future development of the office electronic equipmerit industry would be
established. ' _

2. Direct investment promotional activities should firstly be intensified.| .

- Besides keeping office electronic eqﬁipmem subject to pioneer status, the
reinforcement of investment promotional activities by MIDA and other
governmental organisations should be catried out,

3. Measures to increase the attractiveness of Malaysia's investment climate
toward foreign office electronic equipmcnt manufacturers should be
conducted. For the establishment of the foundation of the office electronic
eqiupment industry, such ‘measures as the promotion of the parts and
components industries and the devclopment_-bf human resources should be

carried out intensively.
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2) Pmposed Comprehensive _Pmnmﬁon Programnxs

- Based on the problems rcl_ated to the promotion of the office electronic industry in
Malaysia, the following promotion programmes were proposed for promotion of the
industry. The process of the identification of the comprehensive promotion programmes
is shown in Fig, IL. 5-1.°

Programme L Intensification of Investment Invitation Activities

» Preparation of data and materials for investment promotion aciivities
» To invite foreign investment missions
« Dispatch of Investment Promotion Missions Abroad

As well as the promotion of investment by office electronic equipment
manufacturers, for parts and components which cannot be produced by existing
local parts and components manufacturers, it is necessary to promote investment
and technical tie-ups by foreign parts and components manufacturers.

Programme 2. Strengthening of Policy-making Section for the Promotion of the Parts and

: Components Industries - :

'« The following functions would be expanded at a policy-making section of the
government. '

- It would formulate a vision for the development of the parts and components
industries related to the electronics iﬁdusrxy. It would also be necessary to give
priority to the promotional.measures taken for the development of the parts and
components industries, according to the development needs required for the
development of the office electronic equipment industry, and the overall
development of the electronics industry.

- To coordinate the contents of promotional policies for the development of the
parts and components _industries including financial supports, subsidies,
supports to R&D activities, and personnel development, and to coordinate the
activities of policy execution orgarﬁzations. | .

-« Promotion of the establishment of industry associations by type of parts and
components and encouragement of their activities for the development of the
industry.



Programme 3, Financial Support for the Introduction of Modern Production Equipment -
by Parts and Components Manufacturers
+ Low interest loans through thc mtroducuon of a financial support system for
. plan modcrmsanon
- » Expanded use of the CGC system :
o Tax incentivés such as a special dcprcmanon system and tax dcducuons
+ Bxemption of import tax for imports of up-to-date machines

Programme 4. Strengthening of Quality Control Actmuw
» To hold seminars and provide advice about quality control in order to cultivate
~ the sense of quality among managers and workers in the parts industry.
+» To dispatch managers of patts and components manufacturers to overseas
' training tours to see production lines in Japanese plants
» To expand training programmes of company managers by the NPC (Nanonal
Productivity Centre) and to encourage the activities for the improvement of
- productivity.

Programme 5. Development of Engmeers and Technicians and Intensification of R&D
- Activities in the Fneld of Electronics '
* « Tax exemption siibject to dispatch of workers for training to a parent company
by foreign manufacturers in Malaysia |

« To expand engineer training curriculums at universities

» Increased availability of scholarships for overseas study at universities and R&D
organizations

* To establish a financial support system for employee fraining which would give:
priority to the training of technician-class employees.

* Promotion of the establishment of manpower training centres by foreign firms or
by foreign firms jointly with the government for the purpose of practical training
in production technology and edﬁcatlng engineers on electronics technologies

» Expansion of research institutes related to electronic parts and componenfs
technoiogies, and provision of support to R&D activities of domestic parts and
components manufacturers in cooperation with major assemblers which are
major users of parts and components. '

Programme 6. Accumulation of High Level Technologies in the Field of Elecﬁ'onics

* Promotion of joint R&D activities between public research institutes, the
telecommunication firm, universities, and the private sector on key technologies
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of office electronic equipment and electronics parts and components. (For
example, by the introduction of systems such as a key technology development
subsidy systen.) '

+ Establishment of incubation activities among Malaysian venture capital sources.
For example, provision of subsidies for technology development to small and
medium scale companies.
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H-6. Comprehensive Promotion Progranunes for the CRT Industry
(1) Basic Strategy :

The domestic productlon of colour CRTs, which are the most important
'components for TV set assembly, is highly desirable in the Malaysian market, due to the
rapid increase of domestic colour TV set production. Further, from the political
viewpoint, the start of local production of colour CRTSs, which occupy approximately
35% of the total material costs of colohr; TV set assembly, has become one of the top
priority issues. The domestic production of CRTs is expected to contribute largely both
to the increase of domestic value added ratio of TV set production and to the
diversification and stabilisation of the electronics industry in Malaysia. _

For the start of domestic production of colour CRTs, however, a very large
amount of initial investment is required and it would takes a long time to recover this
investment cost, Further, a very high level of technology has to be transferred from
overseas manufacturers in a short period for the start of local production,

From the above, basic strategies for the promotion of the CRT industry in

.Malaysia are proposed as follows,

Basic Strategy for the Prorotion of the CRT Industry

1. Firstly, the investment invitation activities directed for the T.V. set |
assemblers haviﬁg’ plants in Malaysia and other international CRT
manufacturers should be strengthened.

2. In order to make the investment promotion activity effective, the bottleneck
areas of CRT production should be eliminated, the creation of a sufficient
number of engineers and skilled manpower should be achieved through the
expansion of educational and training facilities and such infrastructure as
waste water discharge systems or sludge disposal systems should be
developed. ‘ .

3. The key issue for the investment decision is the financial viability of local
CRT manufacturing. Because the improvement of profitability should be
achieved by the investors' own efforts, the invitation of investors having
enough technical capability and CRT production experience is essential.
Politically, it could be supported by such indirect measures as the
dcvélopment of local parts suppliers or the supply of stable funds.
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(2) Proposed Comprehensive Promotion Programmes |

Based on the examination of the various kinds of measures to be taken in order to
ac_hic\?c the goal of the development scenario of the CRT industry in Malaysia, the
following deﬁelopx’n’ent programmes were proposed for promotion of the industry. The
process of the identification of the comprehensive promotion programmes is shown'in
Fig. I1. 6-1, '

Programme 1. Intensification of Investment Invitation Activities

» Compilation of investment information

» Dispatch of invitation mission téams

« Establishment of better accornmodation facilities for the study mission teams
from overseas manufacturers _ '

* Promotion of the invitation of overseas parts manufacturers

+ Promotion of capital and technical tie-ups

Programme 2.Strengthening of Policy-making Section for the Promotion of Paris and
Components Industries '

+ Establishment of a long-term strategy for the developmém of domestic parts
suppliers for the colour CRT industry .

» Implementation of such promotion measures as financial support. R&D support
or personal training schemes for parts suppliers and coordination of all of the
activities of organizations related to the development of electronics parts
suppliers ' '

» To compile a list of local parts supply companies and to establish an information
supply system related to local procurement of parts

Programme 3. Development of Engineers and Technicians and Intensification of R&D
Activities in the Field of Electronics

« Expansion of engincering and electro-mechanics education in universities

+ Establishment or expansion of training centres related to the electronics industry
which could train (1) engineers and technicians, (2) foremen, (3) skilled
workers, (4) general workers and {5) managers
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. Establishment or expansion of supporting systems for overseas training of
* employees through taxes or subsidies ' '
+ Promotion of joint R&D activities between universitics and private companies

Programme 4. Strengthening of Quality Control Activities -

-+ Support for the establishment of quality control systems in each factory
« Support-for the R & D activities of local parts suppliers

- Programme 5, Alleviation of the Problem of Tndustrial Wastes

+ To improve the infrastructure related to industrial waste water discharge or to
sludge disposal in collaboration with developers of industrial sites
» To set national and regional criteria for industrial waste

Programme 6, Expansion of Soft-term Financing Scheme for Small and Medium Scale
‘ Industries '

» To establish or expand the institutional financing scheme which would supply
soft-term financing to subcohtracting small and medium scale industries

« To expand the credit guarantee scheme with the aim of assisting small and
medium scale industries which have inadequate collateral to have ready access to
bank credit

Programme 7. Establishment of a Financial Support System for the Development of Key -
Industries

o To establish a new financing scheme to supply long-term credit for the

development of key industries
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I1-7. Comprehensive Promotion Programmes for the Ceramic IC Packages/Substrates
Industry- '

(1) Basic Strategy

Malaysia is a big market of ceramic IC packages following only Japan and the
Us. The_semiconductbr industry is a central industry in Malaysia which occupies 78.5%
of total sales value of the Malaysian electronics and electrical industry. Because the
existence of nearby suppliers of importang produét parts such as ceramic IC packages
would lead to the strengthening of their product competitiveness through cost reduction
and quicker service, etc., domestic production of ceramic IC packages is strongly desired
" by the semiconductor manufacturers in Malfaysia. The local supply of ceramic IC
packages would also contribute to the further expansion of the semiconductor industry in
Malaysia. Because the development of both the semiconductor industry and the parts
suppliers for the semiconductor industry is one of the targets in the governmental
industrial development programme, fostering parts suppliers such as ceramic IC package
manufacturers would be most expected.

Meanwhile, the ceramic IC package industry is said to be a peculiar induSh'y
because a fairly high level of production know-how and technology are required for
production and at present only a few manufacturers control the world market,

Thus, the basic strategies to be taken in Malaysia for promotion of the industry are
proposed as foliows.

Basic Strategy for Promotion of Ceramic IC Packages/Substrates

1. For the start of domestic production, it is necessary .to invite the investment
of foreign companies who already have the know-how and technology. In
order to realise such investment, investment invitation activities and
improvement of the investment environment would have to be conducted.

2. As to the investment environment, improvement of worker quality is
significantly -necessary since the production of ceramic 1C
packages/substrates requires skilled workers and engineers. For expansion

. of the market, continuous development of the semiconductor industry is
necessary. Worker quality would be improved through public institutal
activities to increase the supply of skilled workers and engineers. As to
investment environiment, the solution of such problems as the disposal of
indusiry waste and the constant supply of electricity should be executed.
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3. After the start of production, a long period of training of employees would| -

be required. Support for that training should be provided. Encouragement

- of domestic pfoduct usc asa Suppbrt for product sales activities would be

‘made. Other support systems for product quality improvement of
activation of new product development would be arranged.

(2) Proposed Comprehensive Promotion Programmes

‘Based on the examination of the effective measures for the promotion of the
‘ceramic "IC pack'age'/.subStra.te industry in Malaysia, the following comprehensive
profnbtion programmes for the industry were proposed. The process of the identification
of promotion programmes is summarised.and shown in Fig. I. 7-1.

" Programme 1. Intensification of Investment Invitation Activities

* Dispatching of investment invitation missions.
» Provision of information related to investment invitation.

Programme 2. Development of Engineers and Technicians and Intensification of R&D
Activities in the Field of Electronics

« Expansion of university education in chemistry and electronics.

» Expansion of circuit designing courses in universities and other public
organizations.

» Expansion of courses of general knowledge and technology related to electronics
as well as quality control in vocational training centres. Start of night courses

. would also be recommended. '

» Establishment of electronics related technology centres to train skilled workers to
obtain highly demanded special technology.

» Dispatching overseas of engineers, and expansion of overseas study systems.

+ Widening the present incentive qualifications for employee tfajning.

+ Strengthening of joint R&D activities between public academic institutions and
private companies. '
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Programme 3 Estabhshment of a Fund to Support the Trammg and R&D Actwmes of
Indusirics

+ To reduce the burden for private companies through providing subsidies for
:mployée traihing. And to pool the fund which is freely used by vocational
training centres and technology centres, etc., for their contribution to the
improvement of worker quality.

» New products development and product quality improvement activities woud
also be supported by the fund.

Programme 4. Strengthening of Policy-making Section for the Promotion of Parts and
Components Industries

» In order to promote the development of the domestic products parts industry,
institutional incentives such as ITA and export incentives would be reviewed
and newly proposed. For Example, sales of product parts to industries in F1Z
and LMW should be considered as export activities to which ITA or export
incentives could be applied.

» By reviewing the actual status of the parts industry in Malaysia and identifying
parts items to be domestically produced in the future, targets and policies for
parts industry development are to be established.

» To encourage the use of domestic product parts through campaigns and
expansion of related incentives.

» To provide useful information on parts procurement in Malaysia to both users

and suppliers.
Programme 5. Alleviation of the Problem of Industrial Wastes

" » To solve the problem of industrial waste such as studge by an adequate disposal
method. ' _ :

» To review the existing criteria and the standardise adequate criteria. Registration
and administration of waste disposal firms to provide useful information for the
users would be conducted.

» To construct industrial estates for high-technology industry which are fully
equipped with disposal systems for industrial waste. '
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Programme 6. Establishment of a System to Secire a Stable Supply of Electricity

« Review of prohibitive regulations as to capacity of in-house po_wer-plants.
- » Improvement of infrastructure in regions where semiconductor manufacturers are
concentrated.

Programme 7. Strengthening of Quality Confrol Activities
» QC seminars and workshop sessions at each factory site are to be held with the
aim of increasing the quality consciousness at each level of the production line

from managers to operators. .
« Expand the nation-wide activities for productivity improvement led by NPC
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-8 Comprehensive Promotion Programmes for the Rubber Footwear Industry
(1) Basic Strategj'

The Malays1an rubber footwear mdustry is demgnated as one of thc pmonty
industries because the mdustry 1$ a resource-based mdustry that utlhscs natural rubber
(NR) - an important primary product of Malaysxa And the mdustry is-given various
incentives and is expected to develop further.” , -

. But, as the Ma}aysmn purchasmg power is lxrmted w1th small populahon, the
future direction is that the production is to be expanded targetting at export markets. In
the overseas markets, Korean and Taiwanese products are still competitive and Chinese, .
Thai and Indonesian 'pro_d_ucts are getting power. Accordingly, the public'and private joint
efforts to make the Malaysian products more competitive must be continued by both the
industry and the Government, _ _ _

In light of the above, following are the basic strategies of a comprehensive
- promotion programme to foster the rubber footwear industry in the future.

Basic Strategy foi' the Promotion of the Rubber Footwear Industry

1. Adoption of any possible measures to reduce production costs and imprbire
product quélity to increase competitiveness in the world market. -

2. Promotion of product standardisation and development of high-'valuc- added
products to raise the reputation of Malaysian products in overseas markets,

3. Strengthening of overseas marketing activities and promotion of tie-ups with
foreign manutacturers producing internationally well-known brand-name

products.

(2) Proposed Comprehehsive Promotion Programmes
Based on the problems related to the promouon of the rubber footwear industry in

Malaysia, the following comprehenswc promotion. programmes for the industry were
proposed. The process of the identification of the programmes is shown in Fig. 1I. 8-1.
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Programme 1. Company Diagnoses and Guidance by Experts

+ Company analyses and guidance by experts at each factory site.
» Management and technical seminars by experts.
» Preparation of operation and management manuals, etc.

Programme 2. Strengthening of Quality Control Activities
+QC activities seminars by experts.
« QC activities workshop sessions at each factory by experts.
» Collection and supply of QC manuals, etc:

Programme 3, Premotion of Rubber Footwear Product Standardization

+ Stipulation of additional SIRIM standards.
+ Installation of testing equipments in RRIM.
» Provision of training and education to RRIM testing staff,

Programme 4. Expansion of R&D and Technology Extension Activities in RRIM or

SIRIM

» Provision of training and education of the RRIM and SIRIM staff in charge of

R&D of rubber footwear.

» Expansion of the R&D activities in RRIM and SIRIM, and the promotion of

technical transfer.
» Collection of overseas technical information.

Programme 5, Expansion of Soft-term Financing Schemes

« Low interest financial scheme for the rationalization and modernization of the

facilities of its small and medium scale industry.
« Flexible application and simple procedure of financial scheme.
» Expansion of credit guarantee schemes.
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Programme 6. Expansion of MEXPO Activities -

+ The funds and staff of MEXPO be increased and its activities be strengthened in
those areas as to collect such information as overseas market trénds, new
products, new technology and other related mformatmn dlsscmmate them to the
private sector, to send the trade missions to overseas markets and to attend to
rubber footwear trade fairs,

Programme 7, Promotion of Tie-ups between Local and Overseas Companies

« Attraction of 100% export oriented overseas companies.
» Expansion of OEM production.
« Securement of production licenses of famous brand products.

Programme 8. Intensification of the Activities of the Rubber Footwear Industry
Association

+ Under the sponsorship and initiative of the 1ndusl:ry assocnatxon, the following _'
activities should be implemented:

- Company analyses and guidances by experts.

- Management and technical seminars by experts.

- Collection and dissemination of overseas market and technical informations.

- Promotion of information exchanges with overseas industry associations.
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119, Comp_rehchsive Promotion Programmes for the Casting Industry
(1) Basic Strate'gy

The Malaysran casnng mdustry has long developed in response to demand from
the traditional Malaysmn indusiries of tin, rubber, palm oil, and timber, but its role as a
supportmg industry for modern demand sectors has lagged behind that of its counterparts
in nelghbonng countries:

In order for Malaysia to proceed down the path of modernization laid out for it by
the VP, development of a modernized and internationally competitive casting industry is
critical. '

The basic strategies for the development of the Malaysian casting industry based
on the above ideas are given below,

Basic Strategy for the Development of the Casting Industry

1. Virtually all of the factories in the Malaysian casting industry are small
‘businesses, and the problems facing Both individual factories and the industry as
a whole are numerous. Industrial promotion policies emphasizing enlargement
of the production infrastructure are to be proposed.

2. Modernization of existing casting factories is to be promoted. Important
elements will be (1) modernization of such production activities as plant sites,
plant buildings, and equipment and facilities, (2) introduction of modern
production technologies .through the training of managers and engineers, and (3) | .
modernization of company managemeﬁt themselves.

3. In those fields in which Malaysia has little accumulated technology, capital and
technology should be actively introduced from abroad.

(2) Proposed Comprehensive Promotion Programmes

Various programmes corresponding to the above-described measures for the
development of the Malaysian casting industry were studied. In the end, the propesal
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was brought together in the following eight programmes. The process for identification
of the programmes is shown in Table I1.9-1.

‘Programme 1, Expansion of Training and Education Programmes for Managers
» Following activities by NPC, Industry Association
- holding seminars
- traveling guidance
- consulting services
» Oversea training of managers
+ Collection and dissemination of information on modernized production

management and management technique.

Programme 2,  Development of Engineers and Technicians
» Training seminars -
Seminars will be held for plant managers and enginéers.

« Assistance for overseas training
In order to facilitate overseas training for plant managers and engineers,
assistance will be provided in the form of advance training, etc.

+ Collection and distribution of plant management and technological 1nf0rmat10n
Information on the latest plant management methods and technologies will be
collected from abroad and distributed to Malaysian companies.

Programme3.  Greater Guidance in Quality Confrol
» QC activities seminars by'SIR_IM, NPC and the industry Association.
* QC activities workshop session at each factory by experts.
« Strengthening of the national standards system and promotion of company
standardization by SIRIM.

Programmed4.  Greater Activifies by Foundry and Engineering Industries Associations

« Collection of information, both domestic and foreign, concerning casting
technology, production, and materials, and distribution of this information to
member corporations.

» Sponsoring of quaiity control and technical seminars to improve the
technological level of the industry as a whole.

« Operation by Association of the common supporting facilities to be provided in
the foundry and engineering industrial parks. '
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« Promotion of cooperation between member corporations in-the fields of raw
material procurement, share production, and the joint réceipt of orders.

Programme 5, Promotion of the Construction Plan for Foundry and Engineering

+ Modernization of the plants, equipment, and facilities at existing casting
factories. L

+ Strengthening of Common Facility Centre activities in the parks in order to
maximize benefits. ‘

Programme 6.  Expansion of Financiﬁg Scheme for the Development of Small and
~ Medium Scale Enterprises
* Enlargement of the CGC loan guarantee scheme in order to'facilit_ate access to
public financial institutions by small businesses having difficulty in obtaining
credit. ' '
+ Establishment of new credit systems to support fund-raising for modernization of
production facilities by small manufacturers.

Pfogfamme 7.  Atiraction of Investment and Proinoﬁm_l_ of Technical Tie-up
« The collection and distribution of information on the Malaysian investment
environment and industry for foreign firms considering investing in Malaysia.
* The dispatch of overseas investment attraction missions concentrating on firms
in the césting industxj(.
» The strengthening of so-called "matching services" to realize capital and
technology tie-ups with foreign corporations.

Programme 8.  Increased Expoit Promotion Activities
s Collection of foreign markets and trade inquiry information and distribution to
concerned local companies.
» Distribution to concerned local companies of information on foreign corporations
desiring tie-ups with Malaysian casting companies.
» Sponsoring of trade fairs in Malaysia and abroad and promotion of casting
" exports. |
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11-10. Comprehenswe Promotmn Programmes for the Computers & Computer

Pmpherals Induslry
1 Basic_ Strategy

Based on the ana]y31s and cvaluatmn of the computers & computer penpherals
industry in Malays;a and the international environment surroundmg them and in view of
the fcaSIblhty of and potcnnal for their quick development, it has been concluded that the
promotion of foreign investment is the most important element for the development of the
industry. Measures to promote foreign invesiment are expected to havc a beneficial
impact on the existing industry as well as related industries, '

The basic strategles for the devclopment of the industries can be summarized as

follows.

Basic Sirategy for the Development of the Computers
& Computer Peripherals Industry

1. Inlight of the current situation of the computers & cdmputer peripherals market

| and technology therein, the invitation of foreign investment is crucial if

~Malaysia's computers & computer peripherals industry are to be developed at a

rapid pa'c'c. Thus the first priority of a development policy should be measures to
promote foreign investment. |

2. Specifically, measures should be considered to (1) strengthen activities to
promote foreign investment and (2) improve the production environment. In
view of the broader possibilities for investment in Malaysia and the far-reaching
impaét it would have on industry as 2 whole, a wide range of manufacturers,
including related parts manufacturers, should be covered by measures for the
promotion of foreign investment. _

3. In terms of the improvement of the production cnvironment, targcts should
include (1) development of human resources and (2) a_highcr ratio of local
sourcing of components. In the area of human resource development, it is
necessary to improve training of supervisors, skilled _Workei‘s and engineers,
particuiarly in design. For the development of the compdhents industry, efforts
must be made to improve technology, marketing and quality control.
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4. Ttis necessary to create a more encouraging environment for R&D to reverse the
current trend toward insufficient R&D activities at the level of domestic private
firms, to accumulate oﬁginai technologies and to develop human resources
through the strengthc.ning of R&D activities by government organizations.

(2) Proposed Comprehen.ﬁve Pronxoﬁqn Programimes

.Based on the outcome of the study and what is assumed to be the most realistic
scenario for development, a series of measures to realise the development of the
compuiters & computer peripherals indusiry in Malaysia are proposed. Summaries of the
measures are presented below in the outline of each programme.

- The proposed execution measures and implementation schedules of these

programmes are summarized and shown in Table II. 10-1.
Programme 1.  Intensification of the Inve_s!mént Promotion Organization's Activities

+ Dispatch of investment promotion missions to overseas computers & computer
peripherals manufacturers, holding of seminars and -invitation of missions
comprising potential investors

. Prepai’ation and supply of specific information regarding the industry and
related areas | '

» Collection of industrial information and implementation of surveys to discover
promising potential investors

» Maiching of domestic firms which are interested in entering the industry with
foreign firms which are interested in techmical tie-up agreements or OEM

contracts , _
+ Identification of the present status and needs of industries and planning for

more effective industry support, human resource development, and so forth

through the establishment of an indusiry association concerning electronics.

Programme2.  Strengthening of Measures for the Development of Small and Medium
Scale Manufacturing Enterprises '

-+ Establishment of a policy making committee in relation to the development of
supporting industries '
-~ Strengthening of support for development and improvement of
“products/production processes
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. Strengthening of support for higher qualiiy'
« Strengthening of support for market expansion

Programume 3, Intensification of Export Promotion Activities

. Intensxﬁcauon of business through preparanon of a dxrectory of Malaysia's
supporting manufacturers
Or, integration of the dlrcctory and MTI's subcontracting schemes In this
case, the directory will be prepared and updated every ‘year usmg a database
prepared under the subcontraciing scheme _

+ Financial support for participation in overseas. clactronics shows or other
exhibitions, or, supply of exhibition booths free of charge

« Invitation of overseas purchasing missions and sponsorship of exhibitions

¢ Re-energizing of inquiry services handled by MEXPO

Programime 4. Promiotion of QC Activities

* Preparation and supply of QC manuals by NPC and industrial associations

» Increasing of the number of QC seminars and QC classes by NPC

+ Training of management staff overseas through NPC, which functions as a
liaison |

+ Guidance through visits to factories in small & medium-scale industries

Programme 5. Strengthening of Training of Skilled Workers

» Expansion of vocational training schools
* Establishment of govemment-indusw technical training institutions
i) Expansion of manufacturers' in-house training programmes and
reception of employees from other manufacturers. - The government
would offer incentives for this type of training center. The programme
‘would be worked out based on similar programmes which have _'aiready
beert undertaken by several manufacturers in Singapore
ii) The government would supply land, buildings and operating funds
while companies would be responsible for the supply of equipment and
experts. The specific operations would be examined by a committee
, including representatives of the both the government and private sector
» Opening of short-term training centers for employees by NPC and CIAST
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. Estabhshment of seminars and consulting services for managers of medium and
o small- scale firms '
_+ Review of incentives for in-house training programmes

_. Programme 6 Tr_ainihg of Electronics-related Engineers and Intensification of R&D
Activities

° Expansion of electronics curricula at universities

+ Strengthening of MIMOS activities

« Widespread computer-related education

* Realization of the transfer of Technology Park and expansion of incentives for
firms to locate in the park

+ Review of current R&D incentives

+ Expansion of scholarshlp scheme for study at foreign universities or institutes

Programme?7.  Expansion of Low Interest Rate Loan Scheme to Promote Supporting
Indusiries

The following two cases may be considered as methods of use of the existing

schemes for low interest rate loans: '

1) Projects in supporting industries where local capital is involved should be
covered by the ATDF loans without setting any limits as to size of capital.

2) The long-term low interest rate industrial loans such as the New Investment .
Fund (NIF) offered in the past and of excellent reputation should be resumed
for small and medium sized corﬁpanies.

Further, consideration is given to the establishment of a new fund for
promotion of supporting industries. -
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111 Compilation of the Three Years' Comprehensive Programmes
II-1. Basic Concepts for Compilation:

(1) Introduction _

In the present survey, comprehensive programmes have been formulated for each
of the targeted industries from the standpoint of industry development and export
promotion. Tt is desirable that these comprehensive programmes be implemented in a
comprehensive and concentrated manner.

In actuality, however, (1) limitations on funding and personnel make it impossible
to implement all of the proposed programmes simultaneously. Furthermore, since (2)
many of the proposed programmes are common for several industries and (3) it would be
realistic to group proposals together as a single project, it was decided to integrate the
NUIMErcus préposed programmes.

The results of these efforts are summarized in Fig. 1IL1-1.

(2) Integration procedure
Key projects were selected from among the proposed comprehensive programmes
based on the following procedure. '

Grouping' of the targeted sectors

vy

Placing of the industry groups in the Malaysian industrial
structure and selection of key areas for development

l

Integration of main programmes for each industry group

!

Formulation of priority projects covering all industries
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3 Groupmg of targeted sectors _

' Ten industry sectors were covered by the three, -year study. These were class:ﬁed
into three groups: (1) elcctromcs-relatcd industries; (2) suppomng mdustrlcs, and (3)
resource-based industries. These groups constitute the backbone of Malayswn mdustry
The various industry sectors in each group facc numerous common problems, and. their
strategies for development naturally share similarities. '

(1) Electronics-related industries
1, Office electronic equipment
2. Cathode ray tube
3. Ceramic IC packages/subsl:rates
4. Computers and computer peripherals
(2) Supporting industries |
1. Moulds and dies
2. Automotive metal parts
3. Castings
(3) Resource-based industries
1. Chinaware
2. Glassware
3. Rubber footwear
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11-2. Piacement of the Industry Groups in the Malaysian Industrial Structure and
Selection of Key Areas for Development

(1) Electronics mdustry _

The electronics 1ndustry has provxded the dnvmg force behind Malaysia's
mdustnahzauon In the process, it has established itself as the country's largest and most
dynamw manufactunng sector Factory shipments by the Malaysian electronics industry
totaled M$18 billion in 1989, equivalent to approximately 30% of all Malaysian shipments
by valuc Elcctromcs products were also responsible for fully 33. 2% of total
manufactured exports by value for the same year,

In the past, IC assembly provided the driving force behmd electronics industry
growth. IC were followed by audio equipment and color TVs and, in recent years, VIR
units. This pattern for growth, however, faces two problems in the commg years: (1)
Malaysm has already established itself as a. ‘worldwide base for production and exports in
the existing electronic products, and sizeable further growth cannot be expected; and (2) a
labour shortage threatens further industrialization centering around the labour-intensive
assembly industries, '

In order to overcome these problems new growth mdusmes must first be
dcveloped Candidates for this category of new core industries include computers and
computcr peripherals, and office electronic equipment sectors covered by the present
survey. Another effective measure would be to increase the domestic value-added ratios
in existing core industries. This would involve promotion of the CRT and ceramic IC
package/substrate industries. Also needed is an increase in parts suppliers through the
promotion of local supporting industries.

irection nics In Developmen

(Current Siluation) _ ' {Pmb_ lem Areas) - (Future Directions}
Rapid growth cenlering | » Limits to growth stemming > Promotion of new core

around assembb' of ICs, from world market industries

audio equipment, color restrictions

TVs, and VTR units

Limits to assembly | Promotion of high

industry-led development value-added industries
due to labour shortage '

Improvement of value-added
raiios through the promotion
of local subcontarcting firms
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~ In order to achieve the development of the eleclromcs industry in the above»notcd
directions, the following types of measures are needed:
1) Attraction of foreign-affiliate compamcs
Promotion of the new mdustnes that will be rcspons1blc for future growth in
 the Malaysxan electmmcs mdustry will require the attraction of foreign affiliates
rich in manufacturing know—how and havmg access to worldwide marketmg
‘networks. o
-2) Developmnt of human resources for the electronics industry
" The Malaysmn electronics industry is currcmly faced with a senous shortage of
engineers, techmclans and skilled workers. The tralmng of such personncl is
urgently required for the future dcvelopment of this mdustry
3) Reinforcement of mdusmal mfrastructure '
A hlgh -value-added electronics mdustry will require advanced mfrastructurc
such as the installation of industrial waste treatment facilities or thc stable
supply of electric power and industrial water.
4} Promotion of local subcontractors
The promotion of small and medium scale local parts manufacturers will be
indispensable to any effort to improve the international compefiiiveness of the
Malaysian electronics industry. This in turn will require: (1) increased
guidance in quality control for small and medium scale local manufacturers; (2)
financial support for modernization of production facilities at these firms; and -
(3) increased technical support for the improvement of management and
~ production know-how.

(2) Supporting industries

In the process of industrialization, which has been led by the electronics industry,
* the inability of the small and medium scale local subcontracting industry to supply export-
oriented assemblers with the parts they need has become a major problem, |

In the mould and die industry, for example, the industry itself has a relatively
short history in Malaysia, and very few firms have the technical expertise néed_ed to
satisfy the demands of the large scale assemblers. Furthermore, they suffer from a
shortage in the absolute number of skilled workers. * Another factor inhibiting
improvements in technical expertise is the fact that there are few Malaysian manufacturers
specializing in moulds and dies, with most engaged in metal press machining, machinery
assembly, or some other form of metal machining as well,

_ There are numerous firms specializing in castings, but their heavy dependence on

traditional industries such as tin, rubber, palm oil, and lumber makes it difficult for them
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in terms of technology to satisfy the requirement level for casting products ordered from
* the rapidly developing modern industries.

Development in'the automotive metal parts industry has also lagged behind due to
the limited total production volume of automobiles in Malaysia and the large variety of
models. Only a few firms have the technical expertise. required to produce prototypes
according to automaker specifications or the financial resources to introduce new
production facilities.

In future efforts to promote industrialization in Malaysia, the development of
supporting industries, the small and medium scale local manufacturers in particular,
would become an essential factor, along with the development of new core industries
such as those of the electronics industry. '

L- . f S I3 1 j L } .

{Current Situation) ‘ _ (Problem Arcas) (Future Directions)
Few local firms are capable Promeotion of existing local
of manufacturing producis | » firms in supporting indvstries
of adequate quality for the I - — Technology
assemblers e —- Fund raising
Limitations on small and - Marketing
_ medium scale local parts : i
There are few linkages manufacturers: T
bettvcon the La1ge. (1) Low technical lovels || Esblishment
assemblers and local (2) Inability to raise fands, of linkages
parts suppliers preventing the introduc- :
tion of modern facilities Attraction of overseas small
&) Inslufg_cient q";ﬁ[’f con- businesscs with technical
ol efforts, enthugiasm ; i
) U ! g expertise and the promotion
{4) Poor marketing techniques of technical tie-ups with
such firms
Diversification of
! the industrial
| stucuire

In Sdmmary, the following measures will be needed in order to allow the
supporting industries in Malaysia to carry out their expected roles. '

1) Technical support for small and medium scale local manufacturers
Technical suppoi't will be provided through government organizations in the
areas of production techhdlogy, management, and marketing with the objective
of developing linkages between the large scale assemblers and small and
medium scale local parts manufacturers. Visits to these firms by experts would
be preferable to intensive training at specific technical training facilities.
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2) Financial support for the pro:imtion of small and medium scale manufacturers
Financial assistance programmes for the modernization of pro_duction facilities
and the developiment of _néw business by small and mediom scale.
manufacturers are to be strehgthened &

3) Greater role for R&D assistance orgamzauons :

The tole of government bodies providing assistance in R&D efforts is to be
increased to help small and medium scale manufacturers develop new products
capable of satisfying the needs of the large scale assemblers in new fieldS

4} Attraction and promotion of technical tie-ups wuh foreign-affiliate compames
possessing advanced tdchnologles ' ' . i :
The attraction of foreign compames and the promonon of techmcal tie-ups with
these firms is needed to begin local production of products which are in high
demand by the large scale assemblers but which cannot be produced by local
companies due to a lack of technology and experience.

Furthermore, the following policies are to be implemented.

 5) Development of skllled workers
- Since the training of personnel in the moulds and dies and casting sectors
requires a great deal of time, advamced training both before and after
employment must be increased.
6) Increased awareness of quahty control
As a result of the extremely hkigh quality standards of parts orders from the
large scale firms assembling products for export, awareness of the necessity
for quality control must be mcreascd among workers at small and medium
scale companies,
7) Vitalization of indusiry association activities
- The vitalization of industry association activities is one effé_:ptive means of
improving technical standards and increasing managemenf effccti?encss.
- throughout the industry. This is éspeciaﬁy true for the casting inddstry; where
greater indusiry cooperation will be needed for the transfer of bpcradons to the
'foundry and engineering industrial estates.
8) Greater export promotion efforts.
For products in fields where there is only llmlted domesuc demand overseas
markets must be developed in order to increase the size of producnon lots and
thereby improve production efficiency.
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(3) Rcsourcc—based mdusmcs

‘Malaysia is a nanon of abundant natural resources. In 1989, the primary
industries of agriculture, forestry, livestock, ﬂshcnes, and mining accounted for 30.5%
of the GDP (thé Economic Report 1989/90). In addition, crude oil, palm oil, rubber,
Jumber, LNG, tin, and cocoa wete responsible for 36.1% of all exports.

Electrical and electronic equipment were responsible for an overwhelmingly large
share -of industrial product exports in 1988, with exports of processed foods, wood
products, rubber products, and non-metallic mineral products togéther amounting to less
than 20% of total exports. This suggests that Malaysia has not been successful in
exporting its natural resources with much added value. '

.n f Pri i i nom

.Cocoa 0.8% -

Tin 1.8%

ENG3.0% _
Sawlogs 6.3%

Manufactures
54.7%

Rubber products 1.2%

" Non-metall
mineral products 1.6%

- Wood products 3.4%

Iron and stect and metal
manufactures 3.7% __
Food and
beverages, etc. 3.9% ___

Transport equipment and
othgrp?nacegingry(io% —t

Chemicalsand -
petroleum products 7.1% -

Source: "Economic Report 1989/90" and "1990 Malaysia National Budget"
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Chinaware, glass products, and rubber footwear sectors targeted by the present
survey are not among leading rcseurce “based industries in this country, and it is therefore
difficult to propose a development scenario for the entire industry from the results of this
survey alone. The following is a rough summa:y of the present situation m these three
industries along with problem areas. : _

Flrstly, very few companies have succeeded i in effecuvely uuhzmg local resoumes
for cxports Virtually all successful exporters ‘have technical tie-ups with forelgn affiliatés
or foreign capltal and many of them in fact depend more on 1mported raw materlals than
on domestic Tesources. o : - : ‘ ‘

Secondly, virtually all of the products manufactured by local compames usmg'
locally-produced raw materials are intended for the limited domestic market, and with the
exception of the glassware manufa'ctu'rers most of these. firms-have very small
operations, Only a few have the resources necessary to gather mformauon on foreign
markets and camry out sales proniotion campaigns on their own.

Thirdly, most of the products produced by local firms and intended for the
Malaysian market are not of sufficient quality to be exported as~is Thus, improved
quahty control and the developrnent of more sophisticated product demgn are needed.

‘ The fallowmg ‘proposals are suggested as key policies for the promonon of
resource- -based industries in the future.

1) Increased R&D activities

R&D assistance activities at government orgamzanons should be strengthened
in order to more effectively utilize Malaysian resources and develop products
which are competitive on the international market.

2) Support for export promotion

Since there are limits to the export rn'arketing any one firm is capable of,
marketing activities at government organizations should be boosted. Tt is also
suggested that export prormotion activities for the mdustry as a wholc be
strengthened via the efforts of industry associations.

3) Higher quality for exports .

Product quality standards should be developed in order to improve the
international competitiveness of Malaysmn products from a long-term_

perspective.
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I3 Integration of Majo_r Proposed Programmes for Each Industry Group

(1 Electromcs mdustry _ ‘ _

Fig. HIL3-1 shows the results of integrating the various separate programmes
proposed for the four electronics-related industries -- office electronic equipment, CRTs,
and ceramic IC packages, computers and computer peripherals -- in correspondence with
principal policy measures for the industry as a whole.

. The following three proposals are thought to be directly cffcctwc for the
promotion of these industries.

1)

2)

3)

Greater investment attraction activities by relevant organizations (MIDA).
The attraction of foreign-affiliate corporations possessing advanced -
manufacturing know-how and.hav..ring access to worldwide marketing networks
is to be promoted for the new electronics sectors which will form the basis for
future industrial growth in Malaysia.

Development of human resources for the electronics industry

Engineers and technicians are to be trained to ensure a supply of skilled
workers for the future development of the mdustry

Remforcement of the industrial infrastructure

The followmg elements of the industrial infrastructure should be provided to
accept high—valuc-added electronics industry sectors.

— Industrial waste treatment facilities

— Reliable electric power supply

— Financing for the promotion of key industries

- R&D facilities

Furthermore, the following programmes have been proposed as a means of

promoting the development of the local subcontractors which will supply parts and

components to the elecironics industry.

4)

5)

Greater guidance in quality control

Quality control at small and medium scale lecal manufacturers is to be
improved and the local content ratio for the electronics industry increased.
Greater financial support for small and medium scale manufacturers

Financial assistance to small and medium scale local manufacturers for the
modernization of production facilities and diversification of products is to be
increased, and linkages bé,twcen these firms and the electronics industry
strengthened. |
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6) Strengthening of policy- makmg séction for the promonon of § parts mdustnes '
Policies for the promotion of small and medium scale local parts manufacturers
should be integrated and linkages between the large scale assemblers and small -

- and medium scale local manufacturers strengmencd .

2 Supporung industries

Fig. I11.3-2 shows the results of i integrating the various programmes proposed for
the three main supporting industries -- moulds and dies; automotive metal- parts and
castings -- in correspondence wnh principal policy measures for the mdustry as a whole.

The integrated programmes are as follows. T o

1) Visits to small and medivm scale manufacturers for technical support
Expcrts are to visit small and medlum_ scale local manufaotu;ers for mstrucﬁ_on
in the areas of production tcchhoIOgy; corporate rrianage_mcnt, and marketing in
order that these firms may carry out their role asa supporting iﬁdu’stry '

2) Increased financial support for small arid medium scale manufacturers -
Financial assistance to local firms for the modernization of production facilities
and.diversification of products is to be increased, and linkages between these
firms and the large scale assemblers strengthened,

3) Technology upgrading in the mould and die industry .

The activities of the Mould and Die Section-at SIRIM are to be strengthened
and the technical standards of this industry, which has a particularly large
~impact on the manufacturing sector as a whole, improved.

4)' Attraction of investment and promotion of technical tie-ups
The attraction of foreign-capital companies and technical tie-ups with these .
firms are to be promoted in sectors where existing local firms lack the
necessary technology and experience. '

5) Greater activities by industry associations
Activities at industry associations are to be increased with the following
objectives.

— Improvement of production technology and quality control standards
throughout the industry '

— Modemization of management through the education of managers

— Promotion of industry cooperation in the opéfation of the foundry and
engineering industrial estates _ ' '

6) Development of human resources in metal processing indusiries
Managers, engineers, and skilled workers are to be trained in metal processing-
related fields. ‘
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Increased export promotion activities
In otder to overcome the restrictions of the limited domestic market and
increase production efficiéncy, export promotion activities are to be revitalized
throughout the supporting industries.

(3) Resource-based indusiries

Flg 111.3-3 shows the results of integrating the various programmes proposed for
three resource-based industries -- chinaware, glassware, and rubber footwear. The seven
integrated programmes are listed below.

1)

2)

3)

4)

Greater R&D support for resource-based industries

The role of government R&D organizations is to be increased in order to
support private sector R&D, thereby allowing companies to make the most
effective use of Malaysian natural resources and produce competitive products.
A plan for establishment of a SIRIM Ceramic Technology Centre is to be
promoted for the chinaware and glassware industries. For the rubber footwear
industry, inspection and testing facilities for rubber footwear in RRIM are to be
enlarged.

Greater export promotion activities

In order to help those smali and medium scale local businesses who produce
products with export potential but are unable to succeed in exports because of a
lack of overseas marketing expertise, the activities of export promotion
organizations such as MEXPO are to be strengthened.

Promotion of industrial standardization and quality control

In order to improve the international competitiveness of Malaysian export
products and especially those items, such as chinaware and rubber footwear,
which are manufactured by small and medium scale businesses, a series of
industrial standardization and quality control systems is to be established. This
willl include the unification of Malaysian product standards, the promotion of
company standardization, and the sponsoring of nationwide quality control
campaigns. ' '

Technical support for small and medium scale companies

Experts are to be dispatched to local manufacturers to instruct managers in
corporate management and offer on site guidance in the areas of production
technology and quality control.
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5 Financial support for small and medium scale companies " _

Local manufacturers hoping to increase product exports are to be provided with
. financial assistance for the modernization of production facilities and the
expansion of export operations. '

6) Greater activities by industry associations :
Activities at industry associations are to be strengthened with the following
objectives. - . | o . '

— Improvement of production technology and quality control standards
throughout the industry ‘ |
-~ Modernization of management through the education of managers
~ — Promotion of industry cooperation in the opei‘ation of the ceramic industry
park currently under construction in Perak -

7) Attraction of investment and promotion of technical tie-ups _
Foreign-affiliate corporations boasting well-known brands or. having access to
worldwide marketing networks are to be attracted in industries utilizing
Malaysia's natural resources. Technical tie-ups with local firms are to be be
promoted.
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Fig. 11T, 3-1 Inlegrahon of Programm Proposed for the Electronics-related Industries

Ptngﬁmms Pmposcd !ng

—

Office Electromic Equipment

. Intensification of Investment Invitation Activities
. Strengthening of Policy-making Section for the

Promotion of the Paris and Components Industries

. Financial Support for the Introduction of Modem
Preduction Equipment by Parts and Componenta
Manufacturers .

. Strengthening of Quality Conirol Activilies

. Developnient of Engineers and Technicians and
Inensification of R&D Actmues in the Field of
Electronics

. Accumulation of ngh Level chhmlogles inthe
Field of Electronics. -

Progl‘arrm:es Pmposed

e

CRT

. Intensification of investment invilation activitics

. Strengthening of policy-making section for the
promotion of the parts and components industries

. Development of engineers znd technicians and
intensification of R&D activities in the field of
electronics

. Strengthening of quality control activities

. Alleviation of the problem of industrial wastes

. Expansion of soft-term financing schemes for
smnall and medium scale industrics

. Establishment of a financial support system for the
development of key industries

(Intograted Programmes)

1. Greidter investment
atiraction activities by

relevant organizations

2. Development of humian
resounrces for the
¢electronics industry

-|Principal Policy Measures

h W

Programmes Proposed

Cerarmic IC Packages/Substrates

. Intensification of investment invitation activites

. Development of engineers and technicians and
intensification of R&D activities in the field of -
Electronics - -

. Bstablishment of a fund to support the training and
R&D activities of industries

. Strengthening of policy-making section for the
promotion of the parts and components industries

. Alleviation of the problem of indistrial wastes

. Establishment of a system to secure a stable supply
of electricity

. Strengthening of quality control achvmcs

1. Attraction of foreign
-affiliated companies
2. Development of human
. FeSCUICES
3. Reinforcement of in-
dustrial infrastructure
4. Promotion of local
subcontractors
— Quality control
— Financial support
- Technicsl support

3. Reinforcement of the
industrial infrastrecture
— Industrial waste
treatment facilities

- Reliable electric
power supply

— Financing for the
promotion of key
industries

—~ Expansion of R&D
facilities

(Programmes for Sub-
contractors Development)

4. Greatey guidance in

Programmes Proposed

IProg.

Computers & Computer Peripherals
s w

~

. Intensification of the Investment Promotion
Organization's Activitics
. Strengthening of Measures for the Development
of Small and Medium Scale Manufacturing ,
Enterprises
. Intensification of F_xpon Promotion Activities
. Promotion of QC Activities
Strengthening of Training of Skilled Workers
Training of Electronics-related Engincers and
Imtensification of R&D Activities
Expansion of Low Interest Rate Loan Scheme to
Promote Supporting Industries

LS
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5. Greater financial suppon
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Fig. 11, 3-2 Integration of Programimes Proposed for the Supporting Industries

Programmes Proposed [Prog]
No,
1. Expansion of MIDEC 3
2. Skill Development Centre 3,6
Programme
3. Bxpansion of Polytechnic and 6
ITI activities
8| 4. Intensification of training scheme | 5,6
g for managers .
3 5. Introduction of a mould and die 3
E mode] factery system (SIRIM)
=1 6. Introduction of financial and tax 2
incentives to modernize '
machinery and equipment
7. Provision of support activities 5
by mould and die industry
organizations
8. Promotion of tie-ups with 4
foreign entesprises
: Prog
Programmes Proposed No.
1. Establishment of 4 Technical 3
‘3 Development Unit for automotive
21  partsin SIRIM -
£12. Expansion of the programmes to 5,6
% educate managers at NPC
%] 3. Expansion of the programmes to 6
& educate technicians and workers
.g in IT1
< [ 4. Promotion of technical tic-ups and | 4
attraction of investment
5. Strengthening of the promotional = | 7
activities for export of automotive
parts by MEXPO
Programmes Proposed Prog.
- No.
1. Expansion of training and education | 5, 6
programmes for managers
2. Development of engineers and 1,6
technicians
3. Greater guidance in quality control | 1
ab[ 4. Greater activities by foundry and 5
8] engineering indusiries associations
3}5. Promotion of the construction plan | 3, 5
for foundry and engineering
industrial parks
6. Expansion of financing scheme 2
for the development of small and
medlium scale enterprises
7. Attraction of investment and 4
promotion of technical tie-up

. Increased export prometion aciivitie% 7

‘ (]megfated Prdgraiﬁn!es)__ .

1. Technical support for.
small and medium -
seale manufacturers
- Company visils for

guldance by experis

Principal Pq!icy.Méasurcs

s

1. Technical support for .
smali/medium scale.
manufacturers

2. Financial support for

. small/medium scale

.. manufacturers -

3. Greater role for R&D
assistance organizations

4, Promotion of investments
fiechnical tie-ups with
foreign-affiliated
companies

5. Developmeni of skilled
workers _

6. Increased awareness of
quality controt

7. Vitalization of industry
association activities .

8. Greater export promouon
efforts

2 Increased financial sup-
ports for smalt and
mediurh scale manu-.
facturmg entcrpnses

3. Intenstficauon of R&D
achivilies

!

4. Attraction of invest-
. ment and promotion
of technical tie-ups .

: 5. Greater activities by

industry associations

—Training and educa-
tion of managers

- Promotion of in-

. dustry cooperation
in the operation of
foundry and engi-
neering industrial
estate -

6. Development of
human resources in
metal processing

" industries

7. Increased expoit
* promotion sctivilies




Fig. 1L, 3-3 Integration of Programmes Proposed for the Resource-based Industries

{Integrated Programanes)

1. Greater R&D suppost
for resource-based
industries

2. Greater export

promotion aclivities

Principal Policy Measures

1. Increased R&D activities

2. Support for export
promotion

3. Higher quality for exports

3, Promotion of indus-
trial standardization
and quality control

4. Technical suppeort for
small and medium
scale manufacturers

the Tubber footwear association

. Programmes Proposed Prog.
No.
1. Promotion of STRIM Ceramic | 1
Technology Centre
2. Intensification of geological survey | 1
of ceramic raw materials
3. Expension of manager training 4,6
g atNPC '
2| 4. Feasibility study for the 6
g establishment of a Cerarnic
Industrial Estate
5. Intensive promotion aclivities 7
for foreign investment and
technical tie-ups
6. Chinaware export promotion 2
through MEXPG
7. Establishment of a financing 5
scheme for the development
of the indusiry
Programmes Proposed Prog.
: No.
i. Promotion of SIRIM Ceramic 1
Technology Centre
g (Glass Laboratory)
E 2. Practical training at faciory site 4,6
213, Promotion activities for foreign 7
o investment and technical tie-ups
4, Glassware export promotion 2
through MEXPO
5. Establishment of a financing 5
scheme for the development
of the industry
Programmes Proposed Prog.
. No.
1. Company diagnoses and guidance | 4, 6
by experts
2. Strengthening of quality control 3,4
o activities
£ | 3. Promotion of nibber footwear 3,6
'g' product standardisation
K | 4. Expansion of R&D and technology | 1
§ extension activities by RRIM
2 or SIRIM )
5. Expansion of soft-term financing 5
schemes :
6. Expansion of MEXPO activities 2
7. Promotion of tie-ups between 7
local and overseas companies
8. Intensification of the activitiesof | 6
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- HI-4. Formulation of Priority Projects



114, anulatgm of Pfioﬁty Projects |

o Thc__integfated progiammes described above were further integrated to facilitate
‘their management, and final priority projects were proposed. The formulation process is
illustrated in Fig, 11L.4-1. Détails regarding the individual priority projects are given in
the foHowmg section I1I-5. Contents of Priority Projects Proposed.

-The. followmg is a list of the ten priority projects.

(1 In_tcnmﬁcauon of_ Investment Promotion Activities in MIDA
{2) Prdg’fanuhe for RcinfOrccment of Human Resources Development
(3) Studry for the Construction of Industrial Park for High Value-added Industries
(4) Credit and Credit Guarantee Expansion Pro;ect for Small and Medium Scale -
Manufacturing Enterpnscs
5) Techmca] Support Project for Small and Medium Scale Manufacturers’
(6) Expansmn Project for Mould and Die Section of SIRIM Advanced
| Manufacturing chhnology Centre
(7) Project for Promotion of Industry Association Activities
(8) Expansion of Export Promotion Activities in MEXPO
(9) Promotion of Industrial Standardization and Quality Control
(10) Intensification of R&D Activities (Support to SIRIM Ceramic Technology
Cenire, and RRIM)

Of the above pro;ects. (1} - (3) are bascd mainly on proposals for the electronics
mdustry, (4) - (7) on proposals for supporting industries; and (8) - (10) on proposals for
resource-based industries. Individual projects, however, are not necessarily limited to a
specific industry group or sector but are comprehensive plans designed to meet the needs
of all ten industries targeted in the current survey as well as other related industries.
Project (5), involving 'techni{:al support project for small and medium scale
manu'facturers, incorporates not only expert visits to individual companies for guidance in
production technology, quality control technology, management know-how, and
marketing tcchﬁiqu’es but also the proposal of government policies for promotion of small

and medium scale enterprises:
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Fig, II1, 4-1 Process of Formulation of Priority Pi‘ojects

Integrated programmes proposed _
for the developme_nt of r,_loctronics industries

Priority Projects for the Pronntlon
of Eleclronics Industries

1. Greater invesutment attraction actwmes by televant
organizations
2. Development of human resources for the ‘clectronics
industey, ; ! .
3. Reinforcement of the industrial infrastructure -
(1) Industvial waste treatment facilities
(2) Reliable electric power. supply
(3) Financing for the promotion of key industries
{4) Bxpansion of R&D facilities

Development of subcontracting industries '_

4, Greater guidance in quality conirol

5. Greater financial support for small and
medium scale manufacturers

6. Strengthening of policy-making section

for the promotion of parts indusiries

1 lamaslﬁcahon of lnvcstmenl Promonon
~ Activities in MIDA

2, Reinforcement of Human RcSOurces Developmem]

3 Study far lhe Construcnon of !ndnstrml Park
for H'ﬁh Va]ue-Added lndusmes

------------ A L L PR LYY

;4 Credn md Credit Gua:antec‘Expnnswn for Small
} and Medivm Scale Manufactunng _Enterprises

L“un‘ﬁ,--. -----------------------------------

----------- PP PSPPSR D PR DT SRR

{5 Technical Support Project for Small and Medium |
i Scalc Manufaciurm; E

................... meiamresssriaseccacsacaaanwn]

Priority Projects for the Promotion
. of Suppoiting Industries .

4. Credit and Credit Guarantes Expansion for Small
and Medium 'Scalc' Manufactun'ng Enlerprises

5. ’I‘e.chmcal Support Pro;ect for Small and Medium -
Scale Manufacnuers

Integrated programmes proposed
for the development of supporting industries

1. Technical support for small and medxurn scale
manufacturers

2. Increased financial suppmt for small and mediom
scale manufacturing enterprises

. Intensification of R&D activities

. Attraction of investment and promotion of
technical tie-ups

5. Greater activities by industry associations

6. Development of human resources in metal processing
industries

7. Increased export promotion aclivities

L

6. Expansion. of Mould & Dne Scetion of SIRIM
- Advaneéd Manufacturing Technology Centre

[1. Promotien of Industry Association Activitics

----------- B A

1)

(1) lnlensxflcauon of Investment Promotion }
Achvmes m MIDA : i
eAmeasesesTitteaaTiTasaiaataaiiesERALsssastas -y
H(B) Expansmn of Export Promotmn Achwnes !
1 H
L e L T Y L T L YA R L »
R Y EEE RS EEe AR REIEREYE IR Ay
1% Promonon of industrial Standardisation and !
¥ ¥
V... Quality Control e e

Priority Projects for the Promotion
of Resounrce-based Industries

Integrated programmes proposed
for the development of resource-based industries

—

. Greater R&D support for resource-based industries

. Greater export promotion activities

3. Promotion of indusirial standardizaiion and quality
conirol .

4. Technical support for small and medium scale
manufactorers ’

5. Financial support for small and medium scale
manufacirers

6. Greater activities by indusiry associations

7. Attraction of investrnenl and promotion of technical

tie-ups

[

8. Expansion of Export Promotion Activities
in MEXPO

9. Promotion of Industrial Standardlzalwn and
Quality Control

10. Intensification of R&D Activities (Support to
SIRIM Ceramic Technology Cenire, RRIM)

E(l) Intensification of Investment Promotion
i Activides in MIDA

L e L ek B L L L e

¥ {4) Credit and Credit Guarantee Expansion for Small |
{____and Mediom Scale Manufaclunn'g Enterprises

------------------------------------
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Development Authority (MIDA)



I11-5. Contents of Priority Projects Proposed

II1-5-1. Intensification of Tnvestment Promotion Activities in the Malaysian Industrial
Development Authority (MIDA)

1.  Background of Project Proposal
In this developmcnt_study, 10 industries were covered. Among these, there are
" many industries requiring attraction of overseas companies as a first step of industrial
growth, such as office electronic equipment, computers and its peripherals, CRTs, and
ceramic IC packages.

In Malaysia, MIDA plays the central role in investment promotion activities. Its
activities are very highly evaluated by Malaysian government agencies and private
companies which have invested in Malaysia. Despite the activities of MIDA, which is
highly evaluated as one of the most efficient organizations in this area in Malaysia, this
study group has proposed an intensification programmes of the investment activities. The
reason for this is the much greater importance of strategic investment promotion activities
in the promotion of the future industrialization of Malaysia.

On the other hand, MIDA too fully recognizes the importance of drafting
comprehensive investment promotion policies and has already drafted and executed
several programines. The programimes proposed now are not different programmes from
these existing ones, but are based on the same and intends to further augment and
strengthen them.

2, Summary of MIDA Activities
(1)  General Summary

[1] Name: Malaysian Industrial Development Authority

- . (MIDA)

[2] Established: 1967 launched as Federal Industrial Development
Authority (FIDA)

[3] Related Acts: FIDA (Incorporation) Act, 1965

FIDA (Incorporation) (Amendment) Act, 1972

(* the main amendments were for additional
functions of the Authority and the establishment of
Special Advisory Committee along with the same)
FIDA (Change of Name and Amendment) Act, 1979
(* the main amendments were for confirmation of
the change of name from FIDA to MIDA)
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[4] Organization: Independcnt govemment orgamzauon under -
jurisdiction of Ministry of Trade and Indusuy MTD)
- Headquarters: Kuala Lumpur, nine division structure -
Domestic branches: 13 offices (MIDA opened its branch office in
Selangor, Penang, Malacca, Negen Sembilan and
Perlis states in July 1990, and so as a result MIDA
has got branch offices in all the 13 statesin
Malaysia) : S
Overseas offices: 14 investment centres (London, Zurich,.COlogne,
‘ ~ Paris, New York, Los Angeles, Chicago, Sidney,
Seoul, Tokyo, Singapore, Hong Kong, Taipei,
_ Stockholm) :
[5] Staff: | 437 (as of July 1, 1989 mcludmg overseas local
C employees. Note that the capacity is 454 mcmbers '
so there is a chronic state of shortage of staff)
[6] Budget: M$22,855,000 (fiscal 1988)
The current organization chart of MIDA is as shown in Fig. HL5-1.

(2) MIDA Functlons o

MIDA is glvcn the job of promotion and coordmatlon of industrial deveiopment in
Malaysia. In the current FIDA Act (that is, the MIDA Act), the stipulated functions are as
follows: _ :

[1)  To undertake economic feasibility studies of industrial possibilities

[21 To undertake industrial promotion work (whether in Malaysia or abroad)

[3)  To facilitate éx_chan ge of information and coordination among institutions
engaged in or connected with industrial development

[4] To recommend policy on industrial site development and, where it deems
fit, to undertake the development of such sites

[5]  Toevaluate applications for pioneer status

6]  To advise the Federal Government on measures for the protection and
promotion of industries includihg the imposition and alteration of , and exemption from,
customs and other duties, and import and export licensing (*functions added by
amendments of 1972 Act) '

{71  To report annualiy' to the Minister on the progress and problems of
industrialization in Malaysia and to make recommendations on the manner in which such
problems may be dealt with

{8]  To undertake other related duties
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Further, while not clearly stated in the FIDA Act, there are the following actual
functions: - - :
[1] To evaluate grantmg of i mcenuves undcr 1986 Investment Promotion Act

[2) To evaluate granting of mcentlves to applications for manufacturing
licenses under 1975 Industrial Coordination Act and 1984 Petroleum Development Act

[3] Toevaluate applications for posts for foreign nationals etc.

Further, in October 1988, the Coordination Centre for Investment (COI) was
established. This was for strengthening the funcuons of MIDA as a one-stop agcncy for
mvestors At the present time, most of the matters requiring approval at the Federal
Government level relating to the establishment of manufac,mnng projects, comprehensive
agrlcuhurai projects, and hotel and tourism pro_;ects (that is, the establishment and
operation of companies for investment in factories etc.) can be handled all at once through
MIDA.

(3)  Current MIDA Investment Promotion Strategy

MIDA itself already has a strategy for promotion of investment in its activities.
The strategy for promotion of investment must be comprehensive - MIDA recognizes.

1)  Basic Policy | ' |

MIDA divides its current mvcstmem promotion activities into the following two
categories; _

{11  Publicity activities aimed at domestic and foreign investors for establishing
an image of Malaysia as a profit-making base ' '

[2] Investment promotion activities aimed at potential domestic and foreign
investors application for obtaining direct contacts so as to get investors to embark on
surveys of Malaysia as a production base | |

That is, these activities are aimed at improving the image of Malaysia and gettmg
potential investors to visit Malaysia. '

In addition to this, at the present time, MIDA is of the belief that it is important to
provide the mfolmanon necessary and suitable for persuading potential investors. Note’
that recently, MIDA has been exerting more effort than ever in luring foreign companies.
2) Summary of Strategles

~ Table IIL.5-1 gives a summary of the investment promotion strategles of MIDA
based on the materials prepared in January 1988. Recently (as of the time of the present
study), these strategies have basmally been adopted.

Note that MIDA is stressing projects related io the [1] resource-based indusiries,
[2] high-technology mdustnes, including the precision industries, and [3] apcxllaxy and
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supporting industries in the investment promotion strategies now being implemented or
continuously to be implemented.

Table IIL5-1 Investment Promotion Strategies of MIDA

(Prepared from documents of MIDA)

A. General Investment Promotion Strategies
()  General Publicity

-« Continuation of overall publicity on investment environment of Malaysig

“through news articles and advertisements. -

¢ When budgetary allocations are possible, employment of advertising and

PR companies of international repute as agents for promotion of investment

in specific countries and regions.

« Effort in obtaining cooperation of airline companies, hotels, and travel
agents for inviting fér’eign reporters.

«  Effortin making publicity of informations on specific industries.

(i)  Promotional Media
"+ Improvement of quality and content of printed matter.

» Continued improvement of content of films, audio visual slides, and

V'TRs and introduction of latest audio visual projection methods.

B. Specific Investment Promotion Strategies
() Overseas Invesiment Promotion Missions/Delegations
»  Continuation of dispatch of general overseas investment promotion

missions/delegations with specific objectives.

e  Emphasis on dispatch of individual, smali sized group type missions of
officials and private sector members for holding direct contacts with

- potential overeas investors.

(i)  Local Seminars '
(a) Encouragement and support for holding of investment promotion
seminars by State Economic Development Corporations aimed at potential
domestic investors. Further, requests for assistance from domestic banks
and chambers of commerce and industry.

(b) Holding of investment promotion symposiums in Malaysia aimed at
potential overseas investors. (new MIDA strategy of high priority)!
Participation of SEDCs in planning of such seminars. Further, sponsoring]
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of visits by overseas mvestors to- the states,. holding of state- lcvel mlm‘
seminars, visits to factories and industrial estates, and holdmg of mectmgs
(i)  Registry of Investors and Contract Manufacturers (RICOM) _
+  Effort in matching up partners for joint ventures and uncovering
subcontractors. - _ ;
» - Cooperation with banks, chambers of commerce and industry,- and
industry associations and liaison with domestic and foreign organizationy
- dealing with technical transfers.
{ivi MIDA's Overseas Offices
»  Intensification of the investment promonon activities of MIDA overseas
offices. More stress to direct and. consistent contacts with potential
manufacturing companies particularly those in the promoted industrial
sectors. _ - !
» Reinforcement of activities of offices in countries with long term
potential , .
« Increasing office staff in countries with 1mmed1ate potcntial newly
establishing offices in new countries, or increasing the number of offices in
countries with existing offices (for example, West Germany, U.S., and
Japan), |
(v).  Role of Malaysian Embassws/l—hgh Commissions -
. Dsspatch of embassy staff well versed in situation of Malaysian economy
and details of incentives.
Man-on- the-spot activities for promotion of investment in countries with
no MIDA offices.
(vi)  Project Reports
»  Preparation of specific project reports including cost comparative sindies)
with competing countries.
(vii) Appointment of Investment Advisors
+  Requests for stationing of advisors from key investor countries in MIDA
(currently advisors from West Germany, Canada, and Japan being
- stationed)
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3. Proposed Comprehensive Strategy for Investment Promotion
(1)  Basic Policies , , _

A provisional evaluation of the past investment promotion activities of MIDA
would indicate that they have been generally successful. Further, at least, major
accomplishments have been made up to now in the attraction of large corporations.

~Therefore, the following may be given as the basic policies for the comprehensive
strategy: - - L |
Basic Policies for C hensive §

[}  Continuing with current activities or raising the general level of activities

[2] - In particular, strengthening much more activities for promotion of

investment in Malaysia by overseas small and r_nédium sized enterprises

| [.3] Strenglhening activities for the pro_motion of joint venture projects between

Malaysian companies and overseas companies

Among the above basic policies, regarding the promotion of investment from
overseas small and medium sized enterprises, there are few small and medinm sized
companies, even in Japan, which have enough leeway for allocating sufficient time and
labor for the collection and analysis of information on their own when investing overseas,
as opposed to the large corporations. Therefore, some measure should be taken bearing
this in mind. Further, regarding the promotion of joint venture projects, consideration is
given to the wishes of the Malaysian government and industry. Despite the efforts by
existing Japanese affiliated companies and other export oriented foreign capital affiliated
companies to use local companies, there are still few successful cases of parts
procurement from _loéal companies and joint venture projccté between local companies and
overseas companies. In the future, it will be necessary to strengthen efforts to increase the
opportunities for participation in related industries at the same time as promoting local
companies by obtaining a grasp of the inhibitory factors, so that the local companies can
serve as a part of the export-oriented supporting industries.

(2)  Framework of Strategies

The current MIDA strategies for investment promotion may be classified into
[1]general strategies consisting primarily of advertisement activities and {2] reinforcement
of various types of events, organizations, and institutions. With respect to this, from the
viewpoint of linkage of individual activities and the viewpoint of obtaining the
information pointed out in this Development Study, it is recommended that use be made
of the following framework: _

E K of C hensive S .

i) ‘Survey Activities
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[11  Collection of information - domestic and foreign
[21  Analysis and processing of information (preparation)
i) Investment Promotion Activities .
[11  General investment promotlon actmucs penodlc, daily activities, events -
_ ' : - domestic and foreign -
[2] Individualinvestment promotion achvmes penodlc daily activities,
mdlvxdual promotlonal activities
- overseas small and medium
scale enterprises. and local
o " companies
i) - Planning and Coordination of Programmes
{1]  Drafting of plans for new programmes
[2]  Evaluation and coordination of existing programmes
131 R_einforcement. of laison among programmes -

3) Summary of Proposed Activities.

The gist of the program activities is as follows: -

Fig. II1.5-2 is an overall chart of the strategies prepared based on the above
framework of classification. -

) Survey Activities

MIDA engages in con31derablc periodic and individual surveys of all types

as part of its activities for coordinating industrial development as the presiding
organization over the same. The majority of thé surveys for investment promotion
activities may make use o_f these survey findings or serve as additions or supplements to
the same. ' |

[1]  Collection of information: The requisite information from the standpomt of
potential investors includes institutional information (investment procedures, incentives,
investment related laws, regulatlons, ctc.), information on the investment environment
(industrial estates, the labor situation and wage trends, investment trends, comparative
data for the different states), industrial information (state of individual industries,
production and import/export statistics, ¢tc.), corporate information (lists of companies,
summaries of individual companies), general economic trends, etc. '

Note that the side handling these investment promotion activities ‘would

require, in addition to the above information, information on potential overseas invcstbrs,
trends in foreign investment in the countries targeted, industrial trends, information
related to third country investments, etc. ' '
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{2} . Analysis and processing of information (preparation): The information
collected naturally should be used intefna}ly for planning investinent promotion
programmes, revising programme plans, etc., but it will be necessary 1o process it from
the viewpoint of provnslon of information to potential investors.

Tt would be desirable to prepare the information provided with emphatus on
I3 th'é_, promptness of mformanon, [2] the detalledness of information, and [3] the
accessabﬂity of information. - '

~ii)) Investment Promotion Activities :

{1] . General investment promotion activities: The general investment promotion
activities would be aimed at the dissemination of information and the creation of
opportunities for promoting investment by potential investors through the same. These
activities would-include general advertising activities, responses 1o inquiries, rec‘eption of
visitors, and other periodic and daily activities and the dispatch of missions/delegations,
holding of semi'nars', invitations of reporters, and other event type activities. These are
already underway and may be said to be generally productive. _

On the other hand, regarding the attraction of overseas small and medium
sized enterprises, small and medium sized enterprises in general have little leeway for
independently coliecting and analyzing information, In Japan's case, the first step they
take is often to obtain information from official Japanese organizations, banks, etc.
Therefore, while this is already being done in part, it is necessary to reinforce the
provision of information to such intermediaries of information and further to obtain
stronger feedback of information on potential investors from such intermediaries.

[2] Individual investment promotion activities: The individual investment
promotion activities are designed for more positively attracting potential investors. The
points which should be stressed in particular include stronger enticement of investment
from overseas small and medium sized chterprises and promotion of joint venture
projects.

Regarding the promotion of investment from overseas small and medium
sized enterprises, as repeatedly mentioned, these companies have little leeway for
engaging in surveys on investment, checking up on procedures, and dealing with those
procedures, Therefore, stronger direct consulting and advice by MIDA at the stage close
to where the final decision is made are of growing importance.

On the other hand, regarding promotion of joint venture projects, it is
necessary to strengthen the existing RICOM. As overseas investors seeking Malaysian
partners see it, there is much room for improvement in the cwrrent RICOM system in
‘terms of the number of companies listed and the content of the individual information on
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the same, Further, it would be necessary to spread knowledge about ehe existence of
RICOM among domestic and foreign investors. . '

ili) . Planning and Coordination of Programmes. - - o

[1]  Planning and drafting of new programmes: Proposa]s for new programmes .
would be sohcltcd widely internally by an investment promonon task force wnlh members
composed of the related divisions and these put togcther to form overall plans

[2]  Evaluation and coordination of existing programmes: The information.
obtained in the investment promotion activities should be used as feedback and put to
good use in subsequent investment promotion acnvmes On the other hand there have
recently been remarkable changes in investment trends and the investment environment.
To deal with these, a system should be established for pcnodlcall_y evaluating and making
necessary adjustmems to the existing programmes. Note that it would be important for
such programmies to be evaluated by a periodic meeting with outside partics such as the
private sector, including foreign capital affiliated companies. - :

31 Reinforcement of communication among programmes:. Along with the
| expansion of programmes and the increase in the amount of work '_cntailed, there is a
tendency for inefficiency due to duplication of work, omissions of important matters, and
mutual misunderstandings due to the lack of communication among the parties in charge
of the programmes, = The regular liaison among the divisions in MIDA-are. considered:
good, but in the future care must be given as well to exchanges of information and
coordination among programmes through these periodic meetings.
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Fig. TIL.5-2 Overall Chart of Investment Promotion Activities
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4, Proposed Individual Programmes for Investment Promotion - - |

(1) - Programme_for'Slystématic Promotion of Investment Using Industry-Wise
Surveys as Basis ' C . ) S _
. Uéing as a basis the findings of the first year and second yéiir studies of this
Dévclopmcnt'study; the following series of investment promotion pngram’mes have been

systematized.
Individual industry-wise
surveys
Preparation of industry-wise Collection of information
investment gnidebook on potential investors

Direct approach to overseas potential investors
through dispatch of PDT teams

Of course, the above series of investment promotion programmes should be
continued for the industries covered by the third year study as well, but it would be
desirable for these to be systemized in MIDA and performed for industries other than
those covered by this Development Study too.

(2) Continued Use of Investment Advisors of Foreign Nationality in MIDA
Headquarters ' '

MIDA headquarters even now has stationed investment advisors of foreign
nationality dispathced from Japan, Canada, West Germany, and other nations. As
investment by small and medium scale enterprises, which have little experience in
overseas investment, is expected to increase in the future, for the time being it is
considered necessary that these foreign nationality investment advisors continue to be
used. The activities of these investment advisors which are envisioned would be as

foliows:.

1) Reception of investment promotion missions/delegations from specific

countries ' '
In the future, it is expected that the number of visits by

missions/delegations from local areas overseas (missions hosted by local authoﬁﬁcs, local

banks, local chambers of commerce and industry, etc.) or missions hosted by overseas
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industry associations will increase much more, In particular, looking at the handling of
such missions.f_ro'm countries not using English as their principal language, sufficient
results can not really be expected if MIDA merely uses interpreters for explaining MIDA
policies or incentives and the domestic situation in Malaysia (in particular the investment
environment and economic conditions in the local regions), There is a great need for
pre‘scntations by experts well versed in the industrial aﬁd economic situation of the
respecnve foreign countries: '

2)- Promotion of invesiment by small and medium scale enterprises from
specific countries and consulting for the same

Regarding the promotion of investment by small and medium scale
enterpnses from spemﬁc countries, first it would be necessary to prepare and update more
information on Ma}aysm in the corresponding languages. There have already been
propdrcd spemal language materials on the overall situation in Malaysia, the investment
system, etc., but there is still insufficient information on the state level. Further, the
already prepared material should be constantly updated. Note that much of the already
issued material has not been suitably translated, so care must be taken in supervising the
translations. In this regard, it would be very effective to have the materials checked by
experts well versed in the situations both in Malaysia and the target oountries. _

Further, regarding the investment in Malaysia by overseas small and
medium scale enterprises, a greater demand for MIDA's consulting service function is
foreseen, especially regarding promotion of joint ventures with local Malaysian
companies and siting in regional states. Therefore, advice and consulting services using
foreign experts and tailored to overseas small and medium scale enterprises will become
more important.

(3) Reinforcement of RICOM System for Introducing Investment Partners
To attract new foreign capital companies in the future and to promote domestic
companies, it will be important to promote capital and technical tie-ups between foreign
and domestic companies. Therefore, ‘it would be desirable to further augment and make
better use of the RICOM programme currcntly being run by MIDA, Specific measures for
this would be as follows:
1) Improvement of RICOM list
RICOM was started in 1986 and had registered 135 Malaysian companies
as of November, 1989. MIDA has started gradually the work to computerize the RICOM
list.
The present RICOM list (printed) seems to be lacking both in the number
of companies covered and in the information given in the company summaries. The staff
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in charge state that more details are avai'lab_le from the company registration forms and that .
they can provide the same if asked, but considering the use of RICOM information in
overseas, the information required for judging the size of the companieé' etc. should be
mcorporated Further, this would lighten the load of work in responding to inquiries. - '

Regardmg the items of information included, basically the format uscd for
the forerunner of t_he RIC_OM information, i.e., "Your Potential Partner for Joint Ventures
in Malaysia", would be sufficient. Further, it is irriportant to input the data into a computer
for the management and maintenance of RICOM. On the other hand, considering the use
in overseas, at the present moment, use in the form of printed matter would be easier.

2) - Reinforcement of RICOM Publicity _ -
~To make RICOM more effective, it is considered 'ncccs'sary to more widely
publicize the existence of RICOM along with augmenting its content, In Malaysia,
newspapers etc. are used for general advertising, but stronger publicity overseas would
be desirable.
3 RICOM Promotion Conference

It is considered necessary to establish a group for promoting RICOM and
making it more effective. Industry associations of local companies, groups of foreign
affiliated companies, and other parts of the private section should be made to participate
(even as quasimembers) and the conference used as a forum for discuSSibns bf
evaluations of the results of RICOM, pinpoinﬁng of problems, and formulation -of
countermeasures. |

{4) Reinforcement of Activities for Provision of Investment Related Information

Potential investors would find it extremely significant if they were able to acquire
easily and quickly the information required for making decisions on investment.
Therefore, the reinforcement of MIDA's activities for the provisidn of investment related
information would be a most effective means for investinent promotion. The specific
measures for reinforcing these activities would be as follows: .

1) Preparation of Materials and Statistics Meeung Information Needs

There have been remarkable changes in investment trends and the

investment environment in Malaysia in these past one or two years. The targets for the
supply of information have spread, in J; apan, from the large sized corporations in the past
to the small and medium sized enterprises. Further, the research divisions of banks etc.
have been showing great interest in the promotional materials of MIDA as a means of
offering their customers better service. In view of this situation, it is necessary to prepare
materials and statistics meeting these various information needs. Therefore, it is
necessary, naturally, to obtain a firm grasp of the information needs and clarify which
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points should be emphasized ih'preparaﬁon of various materials and statistics, i.e., {11 the
timeliness of the information, [2] the detailedness of the content, or {3] the accessability
of the information (ease of acquisition of the information by persons requiring the same).
However, in the case of statistics, continuity is also stressed, so two types of statistics
should be readily available, for example, statistics enabling an easy grasp of the current
situation and trends at one glance and statistics for usc for detailed analysis.
) Reinforcement of Channels for Provision of Information
' The media used for providing information include printed matter and audio
visual materials. It is necessary to continue to diversify and improve the information
media. On the other hand, a look at the channels by which information prepared by MIDA
is transmitted to potential overseas investors shows that information is transmitted directly
by the MIDA headquarters, overseas offices, etc. and further transmitted indirectly by
related overseas organizations, banks, etc. Further, general level information is
transmitted more widely through general domestic and foreign newspapers, magazines,
and other mass media. Therefore, MIDA should not only reinforce this direct flow of
information, but also striVe to make greater use of these indirect means of transmission.
In particular, related organizations, banks, etc. in the overseas countries are the first
places that potential overseas investors contact and conversely are places from which
MIDA can obtain information. . .
3)  Improvement of Information Service Function
. MIDA has an internal library which is used Iby its staff and may be used by
genérai businessimen. and other outsiders as well. The reference materials, statistics, etc.
~ are relatively well equipped.
On the other hand, some of the free or non-free materials prepared by
MIDA are distributed through the counter of the Administration Division and others
through the Computer Section. _ ,

As part of the strengthening of the information service function, it would
be advisable to have all the reference materials available for outsiders being handled solely
through the library. And it would also be desirable to locate the library at the gfound floor
of the MIDA Building so that all the visitors including foreign businessmen could utilize
quite freely..

(3 Reinforcement of Activities of MIDA Overseas Offices

To attract overseas small and medium scale enterprises and promote joint venture
projccts with local companies, further efforts of the overseas offices are needed in
collecting information on trends of the local industries in the countries concerned and
information on small and medium scale enterprises there, and further in individual
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actwmcs for attracting and persuadmg superior. forelgn companies to invest. Greater
activity is essennai For example, in J apan, there are numerous small and medium scale
enterprises with supcnor technical cxpemse in the local regions in addmon to the
melropohtan areas, ' _ '

In response to the ever-mcreasmg ‘volume of busmess from the specxfic key
countries, it is suggestcd that the number of personnel sent overseas be increased and that
these individuals receive adequatc training in the languagc and culturc of their destination
before leaving Malaysia. '

It is also important that sufficient budget be allocated i in ordcr to recruit senior and
experienced local staff (preferably university graduates) for the MIDA overseas offices
who are capable of assisting the pcrsonnel sent abroad.

{6) . Incrcase in the Number of Techmcal Interpreters and Translators
As the attention focused on Malaysia as a potential site for i 1nvcstment by smnall and
mediurn scale enterprises from specific key countries such as Japan, South Korea, and
West 'Germainy increases, so does th_c- need for in‘téfprctcrs and translators capable of
working in these languages. At'preseht, however, there are very few such technical
-interpreters an'd'translators in Malaysia. ' |
In order to promote investment by small and medium scale enterprises from these
countries in the future, Malaysia must work to cxpand'eduéation programmes for these
languages and increase the number of capable interpreters and translators. Furthermore,
until it becomes possible to meet language needs with Malaysian nationals, restrictions on
entry visas and working permits should be relaxed for translators and interpreters of
foreign nationality in order to assist the corporate activities of foreign investors.

5. Areasin which Assistance from Overseas is Anticipated
These afore-mentioned measures by MIDA for sirengthening of its investment
promotion activities can all be implemented by MIDA on its own, however, in the
implementation of the individual projects proposed, a grcatcr effect could be achieved if
the following support could be obtained from overseas:
(1)  Program for systematic promotion of investment using industry-wise
surveys as basis
- Invitation of short-ierm experts for handling individual industrial
surveys ' '
- Provision of information on potential overseas investors =
) Continued use of investment advisors of foreign nationality in the MIDA
headquarters '
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- Invitation of a long-term expert as investment advisor
(3)  Reinforcement of RICOM system for iimnducing investment partners
- Invitation of short-term expert for improving RICOM system
- Provision of information on overseas companies using RICOM
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