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- TI-5-2, Programme for Reinforcement of Human Ra;ources Development

1. Background of Project Proposal

Malaysia aims at becoming an "independent” industrialized nation by 1995. In her
Industrial Master Plan, which establishes the scenario for this, current problems and
measures for their resolution so as to reach this "goal" are analyzed in detail and
proposed. And it is stressed that one of the most important points is the development of
human resources, in pariicular, the training of R&D personnel, engmeers and technicians,
and skilled workers in the manufacturing sectors.

On the._oth_er hand; the results of the interview and questionnaire surveys of the
related organizations, private companies, etc. in the various industries covered by this
Development Study again showed that the Edevelopment of human tesources, in particular

' the necessity for further advancement of skill-level of skilled workers and technicians and
- the improvement of management, was a matter seriously considered as a bottleneck in
industrial development. '

Behind this interest shown in human resources development is the fact that
Malaysia has achieVéd a certain degree of economic development and, as a result, has
begun to move in the direction of an industrialized nation, Therefore, at the present time,
Malaysia must change from production of industrial products for the domestic market
only to the production of products acceptable on the global market, that is, industrial
products of a high quality and precision and having international compeiitiveness.To seek
such quality and precision, superior technicians and skilled workers would be necessary.
With the present level of skills and methods for development of human resources, it has
been clear that this goal cannot be sufficiently achieved.

Based on this viewpoint, various measures for the development of human
resources required by Malaysia at present and in the near future have been put together
into a programme for reinforcement of human resources development as follows.

2. Needs for Human Resources Development in the Electronics Industry and Problems in
Development '
(1)  Summary
The electronics industry is the largest sector of Malaysian industry and new

investment in this field is continning even today, so a qixestionnaire survey and field

interview survey were conducted so as to obtain the needs for human resources
| development particularly in this field and to clarify their problems as well. A summary of
the results is given below. (Details of the findings of the questionnaire survey are
provided in the Annex of the 3rd Year Report.) '
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(2)

(1]

2

(3]

(4]

‘Summary of Flndmgs of Questionnaire Survey

Supply and demand of labour force :

Out of the 119 electronics related compames, 19 rcspondcd that labour
shortages were a serious problem and- 69 rcspnndcd that shortagcs were
somewhat of a problem. Together, this means 70 percent of all companies .
considered that the labour supply and demaﬁd situation in Malaysia was a

- difficult one.

By job, shortages of labour are becoming problems in, first of 311,
technician-level workérs, followed by line workers and engineers. The
same order applies in the future (in the coming 5 years) when worker
shortages by job are projected.

In-house training

Of the 119 companies, 93, or 80 percent, were offenng m-house training

even now.
The primary method of trainin g was on the job traznmg (OJ'I' ) followed by
dispatch of workers to the parent company and use of public and private
training schools. _ . _
The technical fields in which expansion of ﬁ'aining programme in public
and private training schools would be desired are as follows:

Line worker class _ _ _

Machine operation, quality control, casting, pressing, plastic molding,
metal working

Supervisor class .

Quality control, instruction know—hnw, electronic engineering, plant
engineering

Technician class

Electronic enginesring, electrical engineering, quality control

Necessity for establishment of government-industry joint technical training
institution )

110 companies, or 92 percent of 120, respondéd that this type of training
institution would be necessary. 7

As for the class of workers to be trained, there were strong 'calls for -
training of technicians followed by training of supervisors.

In terms of cooperation from companies 1o the training instirution,up to 87
of the 110 companies responded that they were willing to coaperate. As for
the form of cooperation, 45 companies indicated that they could dispatch
instructors, 28 that they could provide funds, 17 that they could provide
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_ training materials and appliances, and 2 that they could offer training
facilities (space).

3) Summary of Fmdmgs of Field Interview Survey
‘The Study Team ran a field interview survey on individual compames, existing

training facilities, and related government organizations in Malaysia. From the findings of

the survey, the following may be pointed out as current problems in human resources

development: o

[11 = Insufficient teaching know-how of instructors of public sectors derived
from instructor training system - '

[2] = Low awareness of management needs by top and middle managers

[3] Difficulties of training for skilled workers in smail and medium scale
enterprises due to insufficient funds and manpo'w'er |

41 Shortage of practical training programmes which meet the needs of
industrial sector in training organizations (e.g. QC education etc.)

[5] Difficulties of companies in accurnulating technology and skills due to
prevalence of job hopping

[6]  Shortage of technical books and production manuals

{71  Insufficiency of detailed consultancy services meenng company needs
provided by public organizations

3. Present Vocational Training System in Malaysia
(1)  Training Facilities
“The following are the key public training facilities in Malaysia which provide pre-

employment training and advanced training:

[1]1  Pre-employment training facilities

- Industrial Training Institate (ITT)

- Institate Kemahiran MARA (IKM)

- Youth Training Centre (YTC)

- Secondary Vocational Schools

- Poiytechm'cs

Of the above, the ITI, IKM, YTC, and secondary vocational schools usually offer
two years of pre-employment training to graduates of lower secondary schools and aim at
producing semi-skilled and skilled workers. On the other hand, the polytechnics offer two
to three years of training to persons completing technical schools and aim at development
of technicians.

2] Advanced training facilites

- Centre for Instructor and Advanced Skill Training (CIAST)
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" The CIAST was established with the cooperation of the Japanese government and
mainly aims at training instructors for polytechnics and other p’ublic' training
organizations. Further, it functions as an organization for human resources dcvelopmcnt '
not only for Malaysm, but for ASEAN countries as well.

(2)  National Vocational Training Council (NVTC) :

'The NVTC was established in May 1989 with the aim of building a new
vocational training systém meeting industry needs. It is organized as shown in Fig. III 5-
3. At the present time, the NVTC is proceeding with the job of preparing uniform
curriculums for pre- employment trammg, whlch is now being offered individually in the
ITI, IKM,and Y'I'C.

Along with the establishmient of the NVTC, a Planmng and Training Developmcnt
Division was newly formed in the Ministry of Human Resources as NVTC's secretariat.
The organization chart of vocational training in the Ministry of Human Resources is as
shown in Fig. III. 5-4.

88



sfeued
WL
el

sorouafe 1wounuaacd ryo dey (g)

(s15quiaw Z1) DL JO uouLITEy) (7)

© SIQUISW TIOUROD PRI € (1)

SOPIWILO))
LONELTH)
¥

| iy

soemuwo)
WRnLND

mooﬁmﬂu.EOU
pIEpuEIS
ey

'SOnSEld "Z1
Apunog 11

Bumsa], SATONRS3J UON 01
© . s1npoid BN 6
HOREILIGE] [EIO ']
"sa[nXaL L

=oao=bw=o0 G

- Bunuug S

YOMPOOA 2 UMINUITL] 4
C EOWmREE
SOTUORIT T
ADOUKATY " T

OvL
SIMIWIUIO))
£30STADY

Rl

{(Ansupuy onsd 0 saneIuasaKianyg)
pug eskeeiy 0SS ‘2

(soIpmg padRAPY JO oymuasur)
eheey Asoatup) *|

SIGUISI] TeUOLIPPY

(ONLIN) ss218u0D uoTu() 3pEIL, BISKETE 01
WA "6
uonezpa] srefojdwsy esieEpN "8
T SUOREIJOSSY SILOSnPU]
Fureouug % KIpuno. URISARRIAL JO UONRINa] */
BISAR[EIN] SIOIUL JO UONEIOOSSY °Q
BISABEN JO UONEID0SSY smauodxg amyum, *¢
TISAR[EJA JO UONIBIOOSSY SOMUORIALT ‘eoLuofg 'p
(Kasnpuy soONI9[y Jo eaneuasarday)
BISAE[E] JO JUSUINIISUY SeXAL, "¢
BISAEEIA JO SILOSTpUY AExa, ‘7 S a RN
eIsACTE] JO UOTEIOOSSY Sisiquessy 1) - [OU0D

101208 Jeald

JUSUIIIAQL) JENS Jemeres 01
JUSUIWIIAOL) el amn.mm Jo u>§§m ‘6
VIV 'S
. VAN L
woﬁmnvﬁ b«ﬁa& JO Anstur 9
suodg 2 IN0X “armny Jo ADSTUI ¢
(@IAV.L) uonesNpy JO AnSMUTY
(MHOW) wounreda] ramod ey ¢
SN0y UBWMH JO AnSmy 7
ndaT 1

0129 JUIUILIIADD

(HOW

JO TeIL)
Areramag)
UBULITELT)

(DLAN) 1Punc) Suiuiel] [euoyedop [euoueN ¢£-¢TI1 314

89



CIRIRIAINDG DIAN D

§ yoreasay Sumrery, f
- puedunnreyy  §
. )

uoIstamp-qug  §

HOISTAKT
JustudojoAa(] SutuTer],
pure Sunnre[g

- (ZHOW)

: _m&._ a ; {Zeji=Ty]
GOISIAID-qNS : Arelaoog
) : , -
g . .
__Emu SIPS ]
L 0
_ BOISTAID-qNS
o
TeLowy Surely, | . . UOISIAICT
_ _ 153, apRLL,
; — pure Wnmouans
- | TEU[) SARRDSTURIPY
: 1531, apeIL
153, opexy,
_ jo
FTTT8) __HOISIATD-qng
TeOI3,

(AHOW) SN0 UBLINEY JO ANSIUIA] I T SUTIR ], [EUORESOA Jo 3rey)) uogeznuedi(y -5 T S

90



4. Proposal of Comprehensive Programme for Human Resources Development
(1)  Summary -

In order to draft a strategy for human resources devel'opment S0 as to attain the
“goal" of industrialized nation in Malaysia,it is necessary to give full consideration to
measures for development at the following four levels:

[1]  Pre-employment training for development of line workers

{2] Highly advanced pre-employment training for development of technicians

[3]  Advanced training for improvement of the technical/skill level of cuﬁ‘ently

employed workers . ,

[4]  Education and training of corporate managers and key management staff

Which of the above four levels should be stressed differs according to stage of
industrial development and national conditions of the country concerned, but in Malaysia
where new investment is rushing from abroad,' it is necessary to promote measures for
human resources development at all levels in parallel. From this viewpoint, in this
section, first a summary is given of the measures for development at these four levels. A
detailed explanation will be given after this of the plans for establishment of a
government-industry joint technical training institution for advanced training for raising
the technical/skill level of workers who are currently employed and engaged in actual
work, which is of particular urgency in Malaysia.
(2)  Pre-employment Training for Line Workers

. 1.) Background and Objectives

Under the current education system, Malaysians first have the chance for
vocational training when completing lower secondary school education and proceeding on
to the ITT, IKM, YTC, and secondary vocational schools. These four types of training
schools give opportunities of vocational training from introductory stage of skill training
up to semi-skilled level, but the content of the training is not necessarily uniform. The
NVTC has been established to unify the training curriculum in these training
organizations, in particular the ITI, IKM, and YTC, and to make it suitable for industry
needs. The establishment of the NVTC is of extreme significance in unifying the
vocational training, which previously had been performed in diverse ways by the various
supervising authorities, however, its activities up until now have not been that remarkable
in comparison with the importance of the objective of its establishment. It is considered
necessary to oblain cooperation from abroad, such as experts, and to manage its activities
effectis:rcly. _ ' |

2.)Content of Proposal
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With the cooperation of foreign experts, the NVTC (Secretariat: Ministry of
Human Resources, Planning and Training Development Division) would proceed wuh thc =
following programmes ' : '

[1]  To review and evaluate of exlstmg educational materials, cumculum
training matcnals, etc. in present pubhc prc—cmployment trammg facilities (ITT, TKM, and
YTC) and 10 establish a uniform training curriculum which meets industrial requirements.

[2]  To establish an effective public training system by means of conducting
surVey to obtain qualitative and quantitative grasp of present and future labour force
dlsmbutlon in industry. And also to set up expansion planof pubhc tralmng facilities so
as to meet each regional vocational training needs by means of - survey on regional
mdustnal features.

[3] To review prcsent Natlorial Tradc Test and to establish new Trade Test
System suitable to industrialized nation. ' '

3) Highly advanced Pre-employment Trammg for Techmc;an Level Workers

1 .) Background and Objectives

There is a large demand for workers in the 'largc', foreign capital companies and
also in small and medium scale domestic companies in Malaysia. It is becoming difficult
for private companies to satisfy their demand for skilled workers and technician level
workers through their in-house training only. To make up for this, it would be desirable
to expénd the public training facilities providing advanced pre-employment training. At
the present time, the ITI is offering the National Apprenticeship Scheme (NAS) which
provides systematic, three-year training to young workers sent from companies, but this
is aimed at training skilled workers of an elementary or intermediate level. It would be
desirable to establish ” a highly advanced pre-employment training course” for graduates
who have successfully completed basic vocational training at the ITI, IKM, YTC, and
secondary vocational schools, and with financial support from the interested private
cooperating companies. -

2.) Content of Proposal _

There is no need for creating a new organization for the proposed establishment of
highly advanced pre-employment training course. This should be tcalizable:by active use
and expansion of existing organizations and training materials. The existing orgamzat:ons
being provisionally considered are as follows:

[1]  Centre for Instructor and Advanced Skill Training (CIAST‘)

CIAST has well-equipped training materials, individual curriculum and
educational materials for training in advanced skills, so it is considered that these facilities
may be utilized for setting up comprehensive training programme of two years or so,
including industrial experience course. In the preparation of the progiamme, full
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consideration must be given to the needs of private companies. The programme must also
be run ﬂekibly, giving consideration to the requirements of the cooperating companies.

{21 Institute Kemahiran MARA :

" 'The IKM offers basic vocational t_raining for young Malays and has a plan
for establishment of higher level vocational training facilities offering the more advanced
training meeting industry needs in cooperation with private companies The plan is still in
the conceptualization stage at prcscnt, so a survey for making the plan more concrete
would be desirable.

(4)  Advanced Training for Raising Technical/Skill Level of Currently Employed

1.) Background and Objectives |

Advanced training for raising the technical/skill level of currently employed
workers is being offered by public training organizations too, such as CIAST, but the
central rol¢ in this is perfOrméd by private comnpanies, so called "in-house training". This
in-house training in private sectors h_zis the advantage not obtainable in a public training
organization of being able to be flexibly changed in accordance with individual needs of
companies and the constant changes in technological evolution. As such, it would be
desirable to make continued use of this advantage and lighten the load on individual
companies by organizing companies as members and obtaining support from public
organizations to establish a government-industry joint technical/skill training institution.
In the questionnaire survey run in the current study, 110 of the 120 responding
companies indicated that they recognized the need for such a training.facility. Eighty
seven companies indicated they might provide cooperation by the dispaich of instructors,
provision of funds, provision of materials and equipment, etc.

2.) Content of Proposal -

It is proposed to organize companies as members and obtain support from public
organizations to establish a National Technological Development Cenue (NTDC,
provisional name) to serve as a gbvcmment—industw joint technical training institution. A
summary of this is given in detail later.

(5)  Education and Training of Corporatc Managers and Managemcnt Staff

1.) Background and Objectives

A major reason for the weak linkage between large scale foreign assembly
companies and ddmes_tic subcontractors in Malaysia is, as is often pointed out, the delays
in modernization of management by small and medium scale domestic companies and the
low awareness of quality control. To deal with this, a "revolution in awareness" of
managers of small and medium scale domestic companies is necessary. This change in
thinking on the part of managers would lead to a recognition of the need for training and
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education of workers and promote the development of human resources in Malaysia as a.
whole, . '
2.) Content of Proposal - R g

“A manager/supervisor training course” for training ;:o;‘pofate managers and
management staff would be establis'hed in the National Productivity Centre (NPC). The
curriculum ‘would desirably include guidance: in financial management, l_abour
management, production’ control, quality control, sales control, ihventory,controi,- énd
other modern management and control technigues and also field training consisting of
ptaCﬁcal'expericnce in general diagnosis of the management of specific companies.

5. Summary of Proposed National Technological Development Centre (NTDC)
(1)  Objective - _ N - .

The objective would be the advancement of the overall technical/skill level of
workers of member companies and other Malaysian companies through the following
activities: | | o |
[1} To sponsor various seminars and training courses for improvement of the

level of technology and skill, -

[2)  Tocollect and distribute of technical related materials and information

[31  To establish foreign language training and overseas study courses as

preparation for overseas training -

{41  To promote technical exchange activities among companies
(2)  Organization . _

A management committee composed of representatives of companies in Malaysia
supporting the establishment of the centre, Malaysian government and cooperating
international organizations, and subcommittees for each activity would be established. A
secretariat comprised of the following divisions and sections would be established:

Administration Division '

General Affairs Section
Accounting Section
Language Traihing Division
Language Training Section
International Cultural Training Section
Information and Publication Division
Industrial Information Support Section
Publication Section
Library and Reference Section
Education and Training Division
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 Seminar Section
Industrial Equipment Section
Quality Control Section
Computer Section
Others
The organization chart envisioned would be as shown in Fig. IIL. 5-5.
(3)  Necessary Funds
It is impossible to calculate the funds required for establishment of the Centre
without clarifying the number of participating companies and the activities required by
those compamcs Further, the training eqmpment and materials do not all have to be
installed from the very statt, but prcferably could be gradually installed with the support
from the participating companies and cooperating organizations.
‘Rough estimate of initial expenses for establishment of the Centre would be as follows.

Land, approximately 6000 m? Provided by Malaysian government
Buildings, approximately 3500 m2: M$2.3 million
Interior, wiring, air-conditioning: M$1.0 million
Set of office equipment: M3$0.5 million
Training equipment and materials: M$1.2 million
Total M$5.0 million

(4)  Fund Procurement
The following may be considered as means for raising the funds for the
establishment and operation of the Centre:
Malaysian government: -Provision of land
-Partial subsidization of funds for
estabhshment of the Centre other than
land '
‘Partial subsidization of operating costs of the Centre
International organizations: -Cooperation in dispatch of experts from overseas
‘Partial grant of training materials
Companies in Malaysia: -Partial provision of funds for establishment
of the Centre other than land
-Partial provision of training materials
-Partial sharing of operating costs of the Centre (by
payment of membership fees, etc.)
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Fig. IIL, 5-5 Organization Chart of National Technological Developmenf Centre (NTDC)

-General Affairs

Sec,

- Industrial Information
Support

- Publications

- Library and Reference
- Seminar

- Industrial Equipment
- Quality Control

- Computer

- Others

—1 Accounting Sec.

Language Training
- Sec.

International:
Culture Training

"~ Sec.

Industrial
- “Information

Support Sec.

4 Publication Sec. .

Administration Div
Management Secretary International
Committee General Training Div.
Subcommittees
- Operations and . _
Planning Information and
- Language Training | Publication Div.
- International Culture
Training

Education and

Training Div.

Library and

Reference Sec.

—  Seminar Sec.

Industrial
Equipment Sec.

Quality Control

96

Sec,

—t  Computer Sec.

—p Others




(5) - Activitics of the Centre
[1]  Language training
" In introducing technology from the advanced countries, language is
" extremely important as fncdia for communications. Therefore, Malaysian workers
participating in overseas training programmes or working in foreign capital companies
w_éuld leam the language of the country concerned and, further, foreign staff working in
Malaysia would be given the chance of learning Bahasa.
[2]  Training in Intemational Culture
An understanding of the industry and culture of the advanced countries
concerned is extremely important in introducing technology from them. From this
viewpoint, Malaysian workers'participating in overseas training programmes or working
in foreign capital companies would be provided study course of culture of the country
concerned and foreign staff wofking in Malaysia would be taught about Malaysian
culture, _ ' '
[3] Industrial information support
_ A grasp would be obtained of the technical information required by
Malaysian companies, that information would be collected, and the same given
individually to domestic small and medium scale enterprises requiring the same through
consulting etc.
[4]  Publications
The technical information required by domestic Malaysian companies and
the same distributed periodically to domestic member companies and other companies
requiring the information. '
[51 Library service _

" A library would be established housing technical information and materials
available for viewing by member companies and other domestic companies desiring to use
the same,

{6] Seminars
Various seminars would be planned and held in accordance with the needs
of Malaysian industry.
(71 Industrial equipment training
‘Courses would be established for training technician level workers of
domestic companies in the basic maintenance of manufacturing equipment, methods of
use of various types of measuring equipment, etc.
[8]  Quality control training
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The conccpt'of_' quality' control would be spréad among participating
companies by seminars and training coﬁrses, and a place would be provided among
participating companies for the exchange of quaiity control expcrie_nce and lmowh'ow .

[9] Computer training ' o : | _

Training courses in microprocessors and microcomputers (hardware and
software, theory and practice) would be estéblis_hcd and training provided for a wide
spectrum of persons from company technicians 1o managers. '

[10] Others C .

When there are requests from participating companies for establishment of
permanent training courses etc., these requests would be flexibly dealt with and new
activities established.

6.  Areasin which Assistance from Overseas is Anticipated :
(1)  Invitation of Experts to NVTC Secretariat (Planning and Training Development
Division, Ministry of Human Resources)

il Number invited: 2 persons
2] Period of assignment: . 1to 2 years. _
[3]  Service: - -Advice for unifying training curriculum,

raining materials and facilities, and _
educational materials in ITI, IKM, YTC, and

- other organizations

Survey of feasibility of new establishment
of highly advanced pre-employment training
course in IKM and other public training
organizations _

Evaluation of existing National Trade Test
and advice for new Trade Test System

(2)  Invitation of Survey Missioh for Enabling Additional Use of CIAST Facilities

{1} Number invited: Several members
(2] Period of assignment: 1 to 2 months _
[31  Service: - Discussions with related Malaysian

organizations about the way of additional
utilization of CIAST, e.g., on “highly
advanced pre-employment training course"
meeting the needs of private cdmpanies,

98



using existing CIAST training facilities or
expansions of the same

(3)  Support to Promotion of Scheme for National Technological Development Centre
(NTDC) - |
[1]  Invitation of Survey mission for promotion of establishment of the Centre
[2]  Invitation of long term and short term experts in various fields after
establishment of the Centre

99



III-5-3. The Study for the Construction of an Industrial
Park for High Value-added Industries



III-5-3. The Study for the Construction of an Industrial Park for High Value-added

1. Background of Project Proposal

- The Malaysian manufacturing sector, especially large-scale and export-oriented
manufaéturin_g indus‘tries; is rapidly shifting from the stage of simple assembly to more
- comprehensive and high-value-added types of proéessing’ operations. In the process of
the field interview survey conducted by the Study Team, however, the following factors
which tend to prevent the above shift were identified:

1) In some of the existing high-teéh industries in Malaysia, such as IC
- manufacturers, the problem of industrial wasted water treatment or sludge
diéposal has become serious. Furthc:, the unstable electric supply is one of
the factors to prevent the shift from the simple assembly of ICs to full process
production; _ _ :

2) For the new establishment of large-scale manufacturing plant, such as CRT
plants, which require massive chemical treatment proéedures, the initial
investment costs or the dz_iily treatment costs of industrial waste water would
become very high due to the lack of public waste water treatment facilities: and

3) From both the growing concern with environmental protection and the
expanéion of their operations, some of such supporting industries as plating or
casting industries are faced with the necessity to take some strong
countermeasures for environmental protection.

Based on the above findings, the establishment of an industrial park for high
value-added industries, in which are installed all of the necessary infrastructure facilities
required of high value-added industries, was proposed.

2. Basic Concept of the Proposed Industrial Park
~ (1) Outline of the Concept
The basic concept of the proposed industrial park for high value-added industries
is briefly summarized as follows:

1) Because the proposed industrial park is to include all of the necessary
infrastructure required by industry, it would largely contribute to new
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mvestment in Malaysia by both forelgn and domesuc manufacturers in high-
tech and high value-added industries, and they would form the future core
industry groups; '

2) The industrial site for peripheral industries should be dcveloped jointly with the _
site for core industries in the same park or in a nelghbounng arca of the park.
This would make the invitation of core industries easier, for one, and would
contribute to the maximum use of the industrial development inducement effect
of the core industries, for another; : ' :

3) The industrial site for supporting industries for core assembly industries and
their peripheral industries would be developed in the same park or in a
neighbouring area of the park: _

4) A residential area which would supply a sufﬁcient number of workers to the
industrial area would be developed in the same park orin a nexghbounng area
of the park: and '

5) Because mainly export-oriented industries are expected to locate in the core and
peripheral industrial sites, a part or all of the industrial park is to be designated
as an FIZ area. '

The concept of the industrial park is briefly illustrated in Fig. 111, 5-6.
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(2) Industries Expected to Locate in the Core Industry Site .

The industries which are expected 16 locate in the core industry site are large-scale-
and export-oriented assembly industries. These industries have a large impact on the
development of a wide range of related and supporting industriés, and are expected to
play the leading function for the future industrial developmcnt of Malaysia. Some
example industries are as follows:

- IC through processing

- Office electronic equipment manufactunng

- Micro computer manufacturing

- Paper and pulp manufacturing

(3) Industries Expected to Locate in the Peripheral Industry Site

The industries which are expected to locate in the peripheral industry site are the
suppliérs of peripheral products to the assembly industries located in the core industry
site. Howevcf, they themselves are also large-scale and cxtnort»orichted industrics, and
have a development inducement effect on supporting industries. Thﬁs, they have the
nature of being a sub-core industry group in the park. Some example industries of these
are as follows:

- Display units for micro computer manufacturing

- Key boards for micro computer manufacturing

- Printer manufacturing

- CRT manufacturing

- Silicon wafer manuofacturing for semi-conductors'

- Ceramic IC package manufacturing

(4) Industries Expected to Locate in the Supporting Industry Site

The industries which are expected to locate in the supporting industry site are
those which have a srong linkage with the core and sub-core industry group and supply
parts and supporting services to them. Most of them are presumed to be small and
medium scale in size, but are expected to have high technology. Some of the examples of
these industries are as follows:

- Mould and die processing

- Precision casting

- Metal plating
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- Metal press-working

- Machinitig

- Precision plastic moulding

- Heat treatment servicing

- Precision metal parts manufacturing

(5) Public facilities to be Installed in the Proposed Industrial Park

It is necessary that the proposed industrial park have all of such basic
infrastructure as roads, communication network, power supply or water supply, which is
commonly installed in the existing industrial estates in Malaysia. In addition to the above
bésic infrastructure, however, the proposed industrial park should especially have
installed the following public facilities:

1) Stable electric supply facilities
Tn order to secure a stable electric supply eliminating the trouble of short-time
stoppages or fluctuations of power, such common use facilities as a spare
generator or transformers should be installed. It is also desirable to have a
public power supply system having two power supply sources, one from the
national grid system and another directly from a public power station.

2) Public waste water treatment facilities
Public waste water treatment facilities would be mstalled in the proposed
industrial park. Because various kinds of industries are to be located in the
park, the primary treatment should be conducted by each manufacturing plant.
However, the industrial waste water after primary treatment would be
centralized into a public waste water treatment facility and discharged outside
of the park after secondary treatment. The most effective use of these public
waSte water treatment facilities would be increased by covering not only the
industrial park but also the neighbouring residential areas.

3) Temporary sludge storage facility
The sludge including hazardous and other materials would be finally carried
out of the park, However, a common use sludge storage site would be

 installed in the park for the temporary holding of the sludgc

4) General administration building of the park

5) Bonded warehouses and customs office building

6) Vocational training facilities
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3. Possible Location of the Proposed Industrial Park
(1) General

The potential candidate site for the proposed industrial park should satisfy the
following conditions: '
1) Convenience in transportation
- Near main highWays
- Near major ports
- Near major airports |
2) Accumnulation of related industries ir'l_: the neighbouring area
- Development of supporting industries in the neighbouring area
- Enough space for the developiment of supporting industries in the
ngeighboiiﬁng area - B
3) Ease of access to various kinds of pubiic supporting facilities
< Near testing and inspection facilities '
- Near such R&D facilities as universities or SIRIM
-~ 4) Sufficient supply of power and water '

From the above, the Klang Valley area in the State of Selangor, the Penang area
and the Johor area, in which the stage of industrial development is shifling from simple
assembly to more value-added types of thorough processing, were considered to be the
most possible areas for the proposed industrial park to be located. Further, after a brief
review of existing land area available and development plans of industrial sites in the
above area, an area of 1,500 acres (607 hectares) in Mukum Pddang Cina, Kulim in the
State of Kedah was identified as one of the potential sites in which the construction of the
proposed industrial park could be implemented. Although the identified site is located in
the State of Kedabh, it is considered to be a part of the Penang economic area due to its
geographical location. o

The selection of the above site is not necessarily based on the detailed site selection
study, and it would be possible to identify other candidaie areas for the construction of the
proposed industrial parks in many parts of Malaysia. Because the construction of more -
than one industrial park based on the proposed concept is considered necessary in the near
future in Malaysia, further detailed study for the identification of the potential i_n'dustri'al
site areas would be needed. '
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(2) Present Status of the Proposed Site

An area of 607 hectares in Mukum Padang Cina, Kulim has been identified by the
State of Kedah as one of the candidate areas for the developnient of a high-tech industrial
park. The area is adjacent to the existing Kulim Industrial Estate, and has been used as
rubber and palm oil plantations. Under the financial support from the Federal
Government, the State Government has already acquired the whole area for future
industrial-use dévclcpmcnt.

The proposed area is situated 103 km south of Alor Setor, the capital city of the
State of Kedah, and 26 Km east of Pulau Pinang. After the completion of the proposed 4
lane East-West Highway, the access of the area to Butterworth, as well as to Bayan Lepas
International Airport, is expected to be improved considerably. The existing. Kulim
: Industrial Estate is 174 hectares in total size, and to date 52 factories have been located
there.

The location of the proposed area, as well as the existing industrial estates in the
State of Kedah, is shown in Fig. ITL.5-7.
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Fig: IIL 5-7 Location of Existing and Proposed Industrial Estates in the State of Kedah

THAILAND

PERLIS -

LANGKAWI ISLAND

=y HIGHWAY
RAILWAY

INDUSTRIAL ESTATES

1} BAKAR ARANG

2} SUNGAI PETANI

3) TIKAM BATU

4) MERGONG BARR.AGE
MERGONG

7 PROPOSED SITE

PENANG

PERAK

107



4, Outline of the Proposed Feasibility Study
(1) Objective of the Study

The objcctives of the Study are (1) to clarify the basic concept of the industrial
park for high value-added industries, which would constitute the core industry group of
the future Malaysian industrial development, and (2) to propose a practical implementation
schedule for the establishment of the park.

(2) Target Area

The major target area would be the planned Phase III area of North Klang Straits
Industrial Estate. However, some other altemnative candidate areas should be included.

(3) Scope of the Study

The Study would mainly cover the following items, and the flow of the Study is
shown in Fig, II1. 5-8:

1) Review of the contents and progress of the existing industrial development
plans both in total Malaysia and in the states of candidate sites;

2) To project future industrial structure and to identify the potential investors
needed to be invited in order to realize the future industrial development plans
both for the total Malaysia and for the states of candidate sites;

3) Identification of the requirements for the facilities and services that the proposed
industrial park could offer, and the clarification of the major characteristics of
the park;

4) Design specification of the proposed industrial park;

- Location

- Scale

- Transportation

- Power

- Water supply

-Public waster water treatment facilities

- Other common facilities

- Management of the industrial park

- Planning of investment promotion strategies and pricing policies
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5) Financial and economic evaluation of the establishment of the proposed
industrial park.’ | o 3
- Economic evaluation _
- Indlirect industrial development inducement effect
- Environmental inip__act analysis -
- Financial evaluation

{4) The Study Team members

The conduct of the study by the study team consisting of the following experts
would be expected; ' ' '

Team leader

Industrial development policy

Expert in electronics industry

Expert in metal industry

Experts in other industries

Expert in industrial infrastructure (power)
Expert in industrial infrastfuct_urc (water)
Expert in industrial infrastructure (other)
Industrial site development expert
Environmental assessment expert
Economic and financial analysis expert

e e e e T " T T

Total

Pt
[ ]
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Fig. TI1.5-8 Flow Chart of the Proposed Study
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(5) Duration of the Study
6-12 months
5. Areas in which Assistance from Overseas is Anﬁc_iliatéd x

The assistance from overseas in the following areas would be desired for the
successful implementation of the proposed subject:

1) Implementation of the pre-feasibility study for the construction of the proposed
industrial park by inviting an overseas expert group :

2) Supply of soft-term loans for the construction costs of the proposed industrial
park '

6. Some Factors to which Special Attention should be Given

In prdcecdin g with the proposed project, special attention should be given to the
following factors:

1) Industrial estates are developed with various purposes such as to promote
- regional economic development, to‘strengthen environmental protection, to
promote the development of small and medium sized industries or to support
the dévelopment of R&D intensive indusiries. The major objective of the
development of the proposed industrial park is to support the development of
high value-added industries, which would lead the future industrial
development of Malaysia. In order to achieve this objective, the blue-print of
future industrial developrment both in total Malaysia and in the region has to be
clearly drawn in advance of the planning of the basic concept of the industrial
park. ' '

2) The success of the proposed industrial park largely depends on the successful
invitation of desired potential investors. The réqhircments of these industries
have 1o be thoroughly investigated, and the selection of the location and the
planning of commeon facilities have to be conducted based on that
understanding, .

3) Malaysia has enough experience and know-how in the establishment of general
indusirial estates, but has not much experieﬁce in the construction of industrial
estates specializing in the establishment of high value-added types of core
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industries. Accordingly, it is desirable to receive the assistance of international
agencies fully experienced in this field in conducting the feasibility study on the
proposed industrial park.

4) In order 1o achieve the development of high value-added types of industries in
Malaysia, the construction of the proposed industrial park would not be
sufficient, In addition to the construction of the industrial park, the following
various kinds of political micasures would have to be taken:

- to lower the sales price of the industrial park by making use of soft-term
loans from international financing agencies for construction costs;

- to designate all or part of the industrial park as an FTZ

- to lower the burden of the maintenance costs on each resident
manufacturer regarding the common facilities installed in the park;

-and

- to alleviate the investment procedures of the potential investors in the
park through the managerial support by the administration office of the
park.
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for Small and Medium Scale Manufacturing Enterprises



I11-5-4. Credit and Credit Guarantee Expansion Project for Small and Medium Scale
Manufacturing Enterprises

1. Background of Project Proposal

The majority of supporting industries for electronics, automobiie and other major
industries, such as mould and _die maﬁufacturcrs, casting product manufacturers or
automotive metal parts manufacturers and many resource-based industries, such as
ceramic manufacturers or rubber footwear manufacturers, are locally-based small and
medium scale enterprises.

. Through both the field interview survey and results of the questionnaire survey
conducted by the Study Team, it was revealed that one of the largest managerial problems
that those enterprises are facing is the lack of financial resources. The major factors for
this financial constraint were identified as follows:

1) Small and medium scale enterprises have difficulty in approaching public
financial institutions due to their lack of both collateral and the capability to
present sufficient financial data necessary for credit applications.

- 2) Existing institutional financing schemes for small and medium scale enterprises

in Malaysia are mostly not satisfying the capital requirement of manufacturing
enterprises.

Based on the above findings, this credit and credit guarantee project for small and
medium scale enterprises has been proposed.

2. Qutline of the Existing Fmancmg System for Small and Medium Scale Enterprises in
Malaysna

(1) Financing System in Malaysia

Fig. I11. 5-9 illustrates the outline of the financing structure in Malaysia.

38 commercial bahks, 47 finance companies, 12 merchant banks and 7 discount
houses are under the supervision of the Bank Negara (Central Bank), and are called
banking institutions. Other non-banking financing institutions such as Government
affiliated development financing institutions, savings institutions or provident and pension
funds are under the control of the Ministry of Finance, the Ministry of Trade and Industry
and other government agencies.
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. Fig. 1L 59 (_)utline of Finaneing Structure in Malaysia -
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: Major lending Institutions in Malaysia are commercial banks, finance companies,
merchant banks and Government affiliated development financing institutions. Atend of
1988, the total outstanding loan amount dispatched through these institutions reached
M$78.67 billion. The largest lendihg sector was commercial banks which occupied 72%
of the total outstanding loans, followed by finance companies, 20%. Of the total
outstanding loans, M$12.80 billion was loans for the manufacturing sector, of which
87% was provided by commercial banks and 6% by finance companies. Government
affiliated development financing institutions are comprised of Malaysian Industrial
Development Finance Bhd.—.(MIDF),'-Dcvelopmcm_ Bank of Malaysia, Industrial
Development Bank of Malaysia, Agriculture Bank of Malaysia, Borneo Development
Corporation and Sabah Development Bank. These 6 development banks play an
important role of supplying long-term loans for industrial development in Malaysia.
However, their shares in total outstanding loans are still small. Atend of 1988, the total
share of these 6 development banks was only 2.2% of the total outstanding loans, and
5.4% of the loans for the manufacturing sector.

Total Outstanding Loans by Institution in Malaysia (End 1988)

: (Unit:M$ million)
Insﬁtution CoL Total Loans (%) = For manuf. Sector (%)
38 Commercial banks 56,432 (71.7) 11,099 (86.7)
47 Finance companies 15,864  (20.2) 718 (5.6)
12 Merchant banks 4,682  (6.0) | 289 (2.3)
6 Development banks 1,696 (2.2) 689 (5.4)
Total 78,674 (100.0) 12,795 (100.0)

Source: Annual Report 1988, Bank Negara

(2) Existing Financial Supporting Schemes for Small and Medium Scale Enterprises and
Their Problems

The Malaysian government put a high priority on financial support for small and
medium scale enterprises, and the following various kinds of measures were taken:

1) Guideline policy of the central bank for priority sector loans
As for loans through commercial banks and finance companies, which are the
major lending institutions in Malaysia, the Central Bank announces a set of
fending guidelines for priority sectors. The loans for Bumiputera enterprises,
for housing and for small-scale enterprises (including CGC loans) are regarded
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o as pﬁbﬁty sector loans, and a minimum lending amount is set by the Central
"“Bank for each sector and for each bank. o a

Small scale enterprise loans are those for cnterprise's h'aving"net shareh_ol'ders'

funds of up to M$500 thousand. At FY1988, commercial banks in fotal are

requested to extend over M$300 million, and finance companies are over-15%

of the total outstanding loans as at end of FY1987 (M$677 million ) to small

scale enterprise loans. Of the small scale enterprise loans through commercial
' banks, further, 2 minimum M$150 million is required to be extended to the new
~ commitment for Bumiputera enterprises and a minimurm M$150 million to SLS
loans (one of the CGC schemes). The performance of priority sector loans
excluding housing loans as of end FY1988 was as shown in the following
table. B '

QOutstanding Priority Sector Loans at End FY1988
(Unit; M$ million)

Sector Commercial banks ('%)- " Finance companies (%)
Total Loans 56,432 (100.0) 15,864 (100.0)
Bumiputera 16,403  (29.1) 5062  (31.9)
Small-scale enterprises 831 (1.5) 2,301 (14.5)
- CGC/SLS 572 (1.0) - o)

Source: Annual Report 1988, Bank Negara

As for FY 1988, the priority sector loans, as a total of all commercial banks and
finance companies, satisfied the lending guidelines, mainly due to the
modification of the definition of small-scale enterprises from those having net
shareholders’ funds of up to M$250 thousand to those having net shareholders'
funds of up to M$500 thousand. However, the share of small-scale enterprise
loans to the total loans was as small as 1.5% in commercial banks and 14.5% in
finance companies. Further, individuélly the performance of commercial banks
and finance companies in complying wiih the lending guidelines was 'reported to
be mixed. A relatively large number of banks do not yet satisfy the guidelines,
and their equivalent amounts of shortfall are deposited to the Central Bank
interest free. '

The major reasons that commercial banks and finance companies are not
positive to small-scale enterprise loans are (1) the high risks involved and (2)
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the low margin of small scale loans, Especially, for loans under CGC
~ guarantee, the margin is small becsuse the lending rates are politically set, and
 the lending risk is still high due to the low reliability of the guarantee by CGC.

2) CGC- Principal Guarantee Scheme (PGS)
Since April 1989 CGC has started a new scheme called Principal Guarantee
Scheme (PGS) by unifying the two old schemes of General Guarantee Scheme
(GGS) and Special Loan Scheme (SLS). Under PGS, enterprises having net
shareholders' funds of up to M$500 thousand could receive loans of a
maximum limit of M$500 thousand under the CGC credit guarantee.

With the start of PGs; the maximum amount for guarantee hais been raised from

M$2_00 thousand (M$100 thousand for non-Bumiputera) to M$500 thousand.

However, this loan amount limit is considered 1o be still insufficient for the

needs of énterprises in the manufacturing sector. Although the effect of the

raise of the maximum loan amount is not yet measurable, the share of the loans

to the manufacturing sector was only 9.1% in the total outstanding loans under
~ CGC schemes at the end of FY 1988.

Omstanding Loan Amount by Sector under CGC Schemes at End FY 1988

(Unit: M$ million)

Sector Numberof Loans (%) QOuistanding amount (%)
Commerce 5,198 (91.5) 47.4 (81.9)
Agriculture 289 5.1) 52 9.0)
Industry 191 (3.4) 5.3 (9.1)
Total 5,678 (100.0) . 57.9 (100.0)

Source: 1988 Annual Report, Credit Guarantee Corporation

3) World Bank Special Loan Scheme
In 1985, the World Bank Special Loan Scheme (SLS) was started, Under the
SLS, the maximum amount of M$3.0 million would be loaned to enterprises
having paid-up capital'of up to M$1.5 million. Inidally, the disbursement of
the loans under the scheme was slow because the users were limited to
Bumiputeras. After the extension of the scheme to non-Bumiputeras, the
disbursement has rapidly progressed. By the end of FY 1988, a total of 1,022
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loans valued at M$202 4 million had been approved The major problems of
the scheme for small and medium scale manufacturers at present are as follow:
- _Thc scherme would be difficult to approach for those enterprises havmg low
credlblhty and 1nsufﬁc1ent collateral and for those requmng both
~ investment and working capxtal ,
- By the end of FY 1988 96% of the mmaﬂy allocated funds were already
| approvcd and only a very hmxtcd amount is left for new approval.

4) Loan Schemes under ASEAN- Japan DeveIOpment Fund (AIDF)

Based on the bilateral agreement between Malaysaa and Japan for the AJDF

Plan, a total amount of M$895 million (M$687 mllhon from OECF and M$208

million from Ex-im Bank of Iapan) has been offered: to 4 developmcnt banks in

Malaysia (MIDF, BIMB, BPMB, BPM). The funds aré so called two-step loan

funds, and are scheduled to be offered from 4 development banks to small scale
and other enterprises in Ma]ayma with privileged loan terms. Thc details of the

loan schemes are summanzcd in Table I11. 5-2.

Loan Schemes under AJDF in Ma]aysia have just started from January 1988,
and the achievement of the schemes is not yet cIeaf_. However, from the
viewpoint of the ﬂnanding scheme for small and medium scale manufacturers,
the schemes are considered to have the following problems:

- Because the users are not restricted to small and medium scale enterprises,
the users are projected to tend to be relatively large and medium scale
manufacturers.

- Handling banks are limited to 4 development banks, and their branch office
network is not large enough to cover a large number of small and medium
scale enterprises which are dispersed nation-wide.

- As with the World Bank SLS. the schemes are difficult to approach for
those small and medium scale enterprises which lack collateral or need both
investment and working capital.
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(3) Outline of the Credit Guarantee Corporation (CGC)

1) General

The CGC was established in 1972 wnh the ObjCCﬂVC of prov1dmg guarantees
for finance aimed at small and medium scale emerpnses with low credit ratings.
The Central Bank owns 20% of i its shares, with the remammg 80% being held
by 38 commercial bariks. The total number of staff: members at November
1982 was 46. Under a General Manager and an Assmtant General Manager,
there are 6 departments: Accounting/ Financial Management Department(total.
number of staff is 9), Personnel/ General Admlmstrauon Dcpa:tment(&),
Computer Department (7), Guarantee Department(8), Claims Dcpartmcnt((i),'
and Research/Business Development/ Public Affairs Depéﬁment(?). o '

During the period from 1973, when it started operation, through to the end of
March 1989, the CGC granted credit guarantees worth a total of M$2.8 billion
to approximately 158,000 small and medium scale enterprises. But despite its
record, the activities of the CGC have not necessarily been adequate. Although’
in line with the central bank regulauons Malaysnan commercial banks must lenid
a minimum amount of funds to small and medium scale entexpnses through the
CGC schemes, it is reported that there a fair number of commercial banks
which are not able to fili this quota. Furthermore, it has been announced that

- there are difficulties in recovering up to M$240 million, or 41% of the CGC's
current balance of guaranteed loans.

2) CGC's New Guarantee Scheme
In the past there were the following three schemes for loans based on CGC
guarantees. The guarantee fee for all three of these schemes was 0.5%, and the
CGC guaranteed up to 60% of the amount of loans made by commercial banks,
i) General Guarantee Scheme (GGS) . _
The scheme was started in 1973. The maximum amount for loans was
M$200 thousand for Bumiputeras and M$100 thousand for rion-
Bumiputeras. It also covered clean loans worth less than M$30
thousand. '
if) Special Loan Scheme (SLS)
The scheme was launched in 1981. It offered clean loans of less than
M$50 thousand with a capital of less than M$250 thousand and a total
credit limit of less than M$250 thousand. _
iif) Hawkers and Petty Traders Loan Sc_heme HPT)
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- Starting in 1986, this scheme was launched in order to make it possible

- for unemployed people to commence business as street vendors, etc.
The maximum was small at M$2 thousand, and conditions for the loans
consisted of a 4% annual interest rate, repayment to be made over a
three-year period, and that the loans be unsecured

Since 3 April 1989 the two schemes of GGS and SLS have been combined into
a new scheme called the Principal Guarantee Scheme(PGS). The main
revisions which have been made to PGS compared with the two original
schemes are as follows _

i) The definition of ehglblc users has been changed from enterprises
having net shareholders' funds of up to M$250 thousand to those
having net shareholders' funds of up to M$500 thousand;

ii) The maximum amount of loans for guarantee has been raised from the
former limit of M$200 thousand for Bumiputeras and M$100 thousand
for non-Bumiputeras to the limit of M$500 thousand for all enterprises
irrespective of race;

ili) The percentage of guarantee cover has been mcreased from 60% to
- 70%; and
" iv)’ Screening by the CGC at the time of awarding loans would be
strengthened.
At the same time as launching the new schemes mentioned above, the CGC has
been reorganized in line with the following two objectives :

i) ‘The provision of a business development service and a technical
extension service aimed at strengthening the activities of small and
medium scale enterprises; and

ii) - The establishment of a credit information system to facilitate a prompt
and comprehensive check of the credit standing of each small and
medium scale enterprise.

3) Current Problems
The major problems which the CGC is currently facing are as follows:

i) Because of the low credibility and hence the high risks involved in such
foans, banks are rather reluctant to lend to small and medium scale
enterprises even with a CGC guarantee.

ii) Most of the small and medium scale enterprises do not have a good track
record of financial data, which makes it difficult for them to approach
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‘public financial _institutioﬁs; “This lack of financial data creates a
difficulty for banks or the CGC to cValuate cach loan application project.

iii) The default rate of small and medivm scale enterpnscs is usually high

" due to their lack of managerial skills. | _

iv) - Due to the various kinds of financial support measures taken by the

- Malaysian Government for Small Enterprises, many small enterprises
tend to consider institutional financing systems as a kind of subsidy,
- and to feel low obligation for repayment.

v) - Participation in the CGC schemes is viewed by the banks rather
negatively as a kind of social cost to co_nduct bankm_g business in
Malaysia. Hence, many commercial banks are rather reluctant to expand
such loans. _

vi) The CGC has no capablhty to collect defcxrcd or non-pcrfornnng loans
directly from borrowers. As a result, it usually takes a very long time
for banks to recover bad debts even with a CGC guarantee.

3. Objective of the Proposed Project

The Credit and Credit Guarantee Expansion Project for Small and Medium Scale
Manufacturers has been proposed from the Study Team with the following major
objectives;

1) To establish an institutional financing system which supports smali and
medium scale industries to establish a linkage with large scale of ekport—
oriented assemblers and to promote exports through such measures as the
modernization of facilities and others; -

2) To make it easier for Smali and medium scale industries that have low
credibility or insufficient collateral to approach public financing institutions by
expanding the credit guarantee capability of the CGC; and

3) To reserve a fund which would be exclusively directed for targetted small and
medium scale enterprises.

4. Contents of the Proposed Project

(1) General
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After a few steps of preparatory work, the following two institutional financing
schemes should be éstablished. The details of the schemes would have to be decided
based on future detailed studies. | |

i) Special Loan Scheme for Export-oriented Small and Medium Scale
Manufacturing Enterprises

i) Special Loan Scheme for the promotion of Tladc Sub-contracting by Small
and Medium Scale Manufacnmng Enterprises

- Both of the above loans would be disbursed t'hrough commercial banks which
have the 1'argest' o_fficc network in Malaysia, and a credit guarantee by the CGC would be
given for all loans. In order to soften the final lending conditions, such as interest, to
small and medium scale enterprises, the funds fo: loans would be supplied either from the
Malaysiah Government or international financing agencies to commercial banks with

privileged conditions.

The preparatory steps which would be needed before launching the proposcd
financing schemes would be as follows:

i) Expansion of the capability of the CGC in both the evaluation of credit
applications and business promotion for the identification of eli gible potential
user enterprises; '

il) Conduct of a feasibility study for the establishment of the above proposed
new institutional financing schemes;

iii) Detailed planning of the CGC's credit guarantee system which would be
associated with the new financing schemes; and

iv) Detailed planning of the management of new financing schemes.

(2) The Expansion Plan of the Capability of the CGC

IJi order to meet the financial needs of the manufacturing sector, the limit for
maximum loans under a OGC guarantee has to be increased, for which the risks involved
in the loans have to be lowered by strengthening the capability of the CGC to evaluate
each loan application, for one, and the project finding bapabiliu'cs of the CGC have to be
strengthened, for another. For the above purposes, the 'foilowing measures are to be
promoted with the assistance of foreign experts in the field:

i) The credit information system for small and medium scale enterprises, which
is currently promoted by the CGC, should be established as early as
possible. This would contribute both to increasing the capability of
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_ commercial banks aﬁd the CGC to evaluate each loan application and to
promonng the sense of obligation for loan repaymem on the side of loan

users. :
if) The present pm]ect evaluation system of the CGC should bc rewewed and a
i moreé precxse evaluation system should be established,
iif) Within the CGC, a consultmg service section should be established which
would identify potennal users by business promoiion, would give
consulting services both in tcchnology and management and would further
_conduct follow~np supporung activities for existing user enterprises. The
activities of this sect:lon should have close contact with other related
government agcnczcs or related projects such as those proposed by the
Study Team as the Technical Support Project for Small and Medium Scale
Manufacturing E'merpriscs. (Refer to section HI-5-5 for detail)

(3) Outline of the Feasibility Study for the Establishment of New Insututlonal Fmancmg

Schemes

The implementation 6f the following feasibili'ty study for the establishment of new
institutional financmg schemes for small and medium scale manufacturmg cnterpnses in

Malaysia is recommended.

1) Contents of the Study

a.

Review of the whole financial system prescntly operating in Malaysia for
small and medium scale enterprises
Estimation of the amount of demand for funds from targeting industries

in targeting purposes

Designing a system for the execution of the proposed Ioan schemes
Review of the CGC's current guarantee activities and the designing of a
system for the execution of the proposed credit guarantee scheme
Formation of a plan for consulting services

Financial analysis of the project

Socio-economic evaluation of the entire project
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2) Study Team Members
| ~ Team leader
- Financial system expert
- Small scale credit expert
. - Credit guarantee expert
- Industrial technology expert
- Business administration expert

= Project evaluation expert
- 'Total _ 10-12

for each target industry

T . T . T =" T T S

3) Study Period
Approximately one year

(4) Outline of the Proposed Institutional Financing Scheme for Small and Medium Scale
Manufacturing Enterprises

1) Target enterprises
The users of the proposed scheme would be small and medium scale
manufacturing enterprises having paid-up capital of up to M$2.5 million. By
industry,' the following would be selected: |
- the industries that supply parts for major assembly industries, such as
metal processing, electric / electronics parts manufacturing or
automative parts manufacturing
- the export-oriented small and medium scale indusiries such as wood
processing, rubber products manufacturing, ceramics or food
processing

2) Use of the funds |
The use of the funds loaned based on the proposed scheme would be limited to
* the following:

- investment capital for introducing new plant and equipment or for
modernizing existing facilities that would be made with the purpose of
cither éStablishing a linkage between assemblers and parts suppliers or
promoting exports of small and medium scale manufacturers

- working capitﬁl that would be needed in association with the above
capital investments '
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3) Maximum loan amount _
The maximum loan amount of the proposed schcme would be set at around
M$2.5 million, which would meet the capital rcqmrcmems of small and
medium scale manufacturing entérprises for introducing modern equipment and
facilities. The positioning of the proposed scheme in existing institutional
fmanc'ing'schemcs is illustrated as follows.

Maximum loan amount
o - (M$million)
-' 25 5.0 20.0

Pro sed scheme
2‘5- % /////

AJDF/OECF loan
5.0
AJDF/Ex-im Bank loan
20.0 '
4) Loan handling organizations

Application for loans and issuing of loans are to'be handled by all the main and
branch offices of commercial banks. Imnally, a limited number of commercial
banks would be selected as handling banks based on their application
evaluation capabilities, but eventually the number of handling banks would be
expanded.

5) Lending conditions
With a view toward politically supporting the development of targetted small
and medium scale industries, the interest rate, including the CGC ecredit
guarantee fee, to final loan users would be set at the same as or a little lower
than the Base Lending Rate {BLR). A repayment period of 5 - 10 years would
be tentatively recommended. '

6) Related organizations and thcir roles
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The orgahizations related to the proposed scheme and their roles are briefly
summarized in Fig.IIL.5-10. The roles of related organizations except for
commercial banks are as follows:
i) Malaysian Governinent ( or the Central Bank )
- To receive soft-term loans from international financing agencies and
- to rcfinance thc funds with preferential terms to the commercial
| banks participating in the scheme

- To protect commercial banks from the foreign exchange risks
associated with borrowing from international agencies _

- To give financial and technical support to the CGC in order to
minimize the managerial risks of CGC induced by the expansion of
credit guarantee schemes

ii) The Credit Guarantee Corporation ( CGC)

- To give the credit guarantee to all loans based on the scheme so that

the target enterprises of low credibility could approach the scheme

- To give technical support for the participating commercial banks in

their finding of good potential users and in their evaluating the
applications _
- To give follow-up technical and managerial support services for loan
users
iii) International financing agencies
- To provide the soft-term financial resources for loans under the
guarantee from the Maiaysian Government
iv) International technical assistance agencies
- To dispatch foreign consultants and experts who could give support
in raising the evaluation capabilities of loan applications both in the
CGC and the participating commercial banks
- To dispatch foreign consultanis and experts to the CGC consulting
service section
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Fig IILS-10 Outline of System for the Implementation of the Project

International organizations
Technical | Financing

corporation Soft-term loans
Consultants

& experts
Credit guarantce éorporation (CGC)
Consulting Credit guarantee

service section| section

Credit guarantee

_Malaysia;ﬁ Government
(Central Bank)

Soft—term loans

v

YY

Consulting services

Selected commercial banks

Small and medium

Consulting services

(5) Outline of guarantee activities

1) Loans eligible for guarantees

The CGC is to provide credit guarantees for all Ioané made under the proposed

scheme.

2) Guarantee cover rate

The rate of guarantee cover to the total value of loans issued would be increased
from the present 70% to 80% in order to lessen the risk of the participating

commercial banks.

3) Security

The participating commercial banks are not to receive security from loan user

scale indusiries

enterprises more than is required to cover their own risks.
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5, Areasin vyhich Assistance from Overseas is Anficipated

The assistance from overseas in the following areas would be desired for the
successful implementation of the proposed project. o

(1) Technical Support for the CGC
1) Short-term foreign experts
It is desirable o strengthen the function of the OGC by receiving the assistance
of followmg foreign experts: -
- An cxpcrt in the credit information system for small and rm:dlum scale
enterprises ; 3 man-months
( Presently Bank Negara has an established credit information system, but
this does not cover small and medium scale enterprises.)
- An expert in the evaluation of loan applications from small and medium
scale enterprises ; 6 - 12 man-months :

2) Overseas Tralmng of the CGC staff
The overseas training of the staff of the CGC in the followmg areas would be
desired:
- Overseas credit guarantee systems ;1 man. 3 months
= QOverseas loan application evaluation systems ; 1 man. 3 months

(2) Implemcmauon of a Preliminary Survey
A pre-feasibility study for establishment of the proposed scheme is recormncnded

to be implemented by a study team consisting of foreign experts. The details of the study
are shown in the above section 4 (3).

(3) Supply of Soft-term Loans from Intemnational Financing Agencies

In order to soften the final lending conditions te small and medium scale
enterprises, sofi-term loans should be supplied from international financing agencies.

6. Future Actions to be Taken
(1) Implementation Schedule

The tentatively suggested implementation schedule of the proposed scheme is as
shown below: -
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Step Ist yezir 2nd year | 3rd year | 4th year

Strengthening of the function of the CGC
—— Credit information system
~— Application evaluation system
— Consulting service system

Pre-feasibility study

Detail design of a new financing scheme
— Loan system
— Guarantee system
— Start of operation

(2) Somie Factors to which Special Attention should be Given

D

2)

3)

Present cépability of the CGC would not be sufficient for establishing a new
scheme which is launching a new credit guarantee system associated with a
loan system to the manufacturing sector having a higher limit for maximum
lending amount. Strengthening of the function of the CGC should precede the

- start of the proposed loan scheme., - :

The proposed new institutional financing scheme is still at the level of
conceptual design and has to be adequately firmed up from the practical
operational standpoint. In order to promote the project, the implementation of

-a preliminary study for both the elaboration of the proposed scheme and the

investigation of other alternative schemes to expand the financing scheme to
small and medium scale manufacturers are to be conducted.

The expansion of the institutional financing scheme for small and medium
scale manufacturers has to be implemented together with the strengthening of
technical support service schemes. For the successful implementation of the
proposed financing scheme, not only the expansion of the consulting service
function of the CGC but also the mobilization of other public technical
supporting schemes for small and medium scale enterprises including the
Expansion Project of the Technical Support for Small and Medium Scale
Manufacturing Enterprises proposed by the Study Team and shown in section
ITI-5-5 has to be achieved. |
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ITI-5-5. Technical Support Project for Small and
Medium Scale Manufacturers






III-5-5. Technical Support Project for Small and Medium Scale Manufacturers
1. Background of Project Pmposal

. For. the development of export-oriented electronics industries such as office
electronics equipment or computer industries, the development of local small and medium
. scale industries which are able to supply parts that are sufficiently competitive by
international standards in terms of both quality and price is identified as essential. In spite
* of the above, the linkage between large scale assemblers and small and medium scale
parts suppliers in Malaysia is considered still very weak. From the results of the field
- interview survey conducted by the Study Team of such supporting industries as mould
and die manufacturers, casti_ng' product manufacturers or automotive. metal parts
manufacturers, a number of factors which hinder the establishment of inter-industry
linkages were identified. Among them, the Iack of technical informatiori, accumulated
technical experience, mahager_ial know-how or marketing capabilities in local small and
medium scale manufacturers, along with other factors such as insufficient financing
~ capabilities or lack of skilled workers, were identified as the major causes, for which
technical support from an outside organization would be needed.

~ Not only in supporting industries but also in many of the resource-based
industries, the lack of technical experience, managerial know-how or marketing
capabilities was identified as one of the major reasons which prevent the growth of local
small and medium scale manufacturers as export-oriented industries. Those ceramic
product or rubber footwear manufacturers which utilize the local resources have a large
potential capability to export. Except for a limited number of foreign affiliated companies,
however, most of the local small and medium scale manufacturers serve only the domestic
market of a limited scale, and are not yet succeeding in penetrating into export markets.

For the up-grading of the technical level, for the modernization of management
and for the strengthening of marketing capabilities of local small and medium scale
manufacturers, technical support from outside organizations would be desired. From the
smallness of their operations, however, it was observed that most of these firms do not
have enough manpower to send & part of their workers to outside training institutions.
Further, it was also considered that the execution of other various kinds of supporting
measures such as financing or tax incentives along with technical support would be
indispcnsablé for the achievement of the above purposes.
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Based on the above findings, this Technical Support Project for Small and
Medium Scale Manufacturers was proposed. '

2. Present Status of Small and Medium Scale Manufacturers and the Outline of Their
Development Policies in Malaysxa '

(1) Present Status of Small and Medium Scale Manufacturers in Malaysia

There is no distinct definition of small and medium scale manufacturers in
Malaysia, and different organizations tend to adopt different definitions according to their
respective purposes. Further, there are no reliable data on small scale manufacturers.
The most reliable data presently a_vai'lab]e are the results of the '_'Censi]s of Small and
Medium Sdale-Manufacturers" conducted by MTI in 1981, which are already very
obsolete. Based on the understanding of the-importancc of small and medium scale
manufacturers, MTI conducted the "Census of Smail and Medium Scale Manufacturers”
in 1989 for the first time in 8 years, but the results have not yet been announced.

By the number of employces, manufacmnng enterprises in Malaysia could be
. classified into the following main categories: -

1) Tiny-Scale industries(TSI) that employ four persons or less;

2) Small scale industries(SSI) that have between 5-49 employees;

3) Medium scale industries(MSI) that have between 50-199 employees; and
4) Large scale industries(LSI) that employ more than 200 persons.

Regarding the enterprises above categorized into 1) to 3) as small and medium
scale manufacturers, the total number of them was 19,958 in 1981, according to the
results of the Census, which occupies up to 97.7% of all manufacturing 'entérprises. The
total number of employees of these small and medium scale manufacturers was 323
thousand, which occupied 55.8% of the total employees of all manufacturing enterprises.
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Manufacturing Enterprises in Malaysia by Size of Employees, 1931

Size of firms, by employees  No. of Establishments: (%) Total No. of Employees (%)

Below 5 8,816 (43.2) 20,816 (3.6)
5- 19 - 6,910 (3338) 65,034 (11.2)
20 - 49 2,552 (12.5) 71,697 (134)
50 - 199 1,680 (82) 159,710 (276)
200 and above 464 (23) 255395 (44.2)
Total Manuf, Enterprises 20,422 (100.0) 578,682 (100.0)

Source : Census of Manufacturers, 1981

By amount of capital, the ménufacturing enterprises with net sharcholders' funds
of less M$500,{)00 are generally regarded as small scale manufacturing enterprises. For
reference, the users of CGC scheme loans are limited to the enterprises in this category.
The manufacturing enterprises with net shareholders' funds of M$500,000 to M$2.5
million are regarded as medium scale industries. Based on the definition of the Industrial -
Coordination Act 1975 (amendment in 1986), those enterprises having net shareholders'
funds of less than M$2.5 million and employing less than 75 persons are regarded as
small and medium scale mdusmes, and they are exempted from the requirement of
acquisition of manufacturing licences.” According to the survey results conducted by the
Institute of Developing Economies, the total number of those small and medium scale
manufacturing enterprises in Malaysia was 15,068 in 1985, and their classification by
sector was as follows: '

Small and Medium Scale Indusiries by Sector (1985)

Sector "~ No. of firms (units) Share (%)
Food processing 2,758 18.3
Wood and rattan-based 2,410 16.0
Light engineering 4,461 29.6
Construction materials 569 3.8
‘Others 4,810 323
Total . 15,068 100.0

Sourcé : "Chénges in thé Industrial Structure and the Role of Small and Medium
Industries in ASEAN Countries: The Case of Malaysia", Institute of
Developing Economics, February 1987 '
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{(2) Political Suppor.ting' Measures for t_hc. Dc\}elopmcnt of Small and Medium Scélc
- Manufacturing Enterprises in Malaysia -

The major political measures which would supporl the development of small and
medium scale manufacturing enterprises in Malaysia are briefly summarized as follows:

1) Investment Incentwes _
In order to promote the investments by small scale enterpnscs ihat havc net.
shareholders' funds of less than M$500,000, the following incentive package
has been offered in the Promotion of Investment Act, 1986.
- Pioneer status wou_lgi, automatically granted as long as they meet specified
criteria; | | o
- Import duties on raw materials, components, machinery and equipment
would be exempted; and ‘ |
- Double deduction would be allowed on costs of training at NPC, SIRIM,
MARA Institute of Technology and MARDIL '
2) Financial Support : :
The details of financial support for small and miedium scale manufactunng
enterprises are described in Section III-5-4, which are listed by name as
follows:
- Guideline policy of the Central Bank to commercial banks and financing
companies related to the minimum loan amount to priority sectors;
- CGC loan schemes directed to those small scale enterprises having net
shareholders' funds of less than M$5{)I),000§
- World Bank Special Loan Scheme directed to those enterprises having
paid-up capital of up to M$1.5 million (Handling banks are MIDF,
BPMB and etc.); |
- AJDF loan schemes directed to those enterprises having paid-up capital
of up to M$5.0 million (Handling banks are MIDF, BKPMB, BPMB
and BPM) ; and |
- MARA small loan schemes with maximum lending limit of M$50,000
which would support the development of Bumiputra enterprentiers.
3) Greater Market Accessibility to Small annddjum Scale Manufacturers
In order to establish the intcr-industry lihkages and to éxpand the domestic .
market for small and medium scale parts manufacturers, the tax reform in 1989
announced the start of incentives for largcl scale manufacturers which procure
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parts from domestic small scale manufacturers. Those manufacturers that
procure parts from small scale manufacturers based on the Registered
- Government Programme are allowed the abatement of income tax of the amount
of either 5% of adjusted income or the total costs of procurement, whichever is
lower. Further, the govermhcnt procurement policy is required to favour small
and medium scale manufacturers by the Treasury Instruction.
4) Public Technical Support Organizations
~ As public organizations that would give the technical supporting services to
small and medium scale enterprises in the fields of managerial skills or
entrepreneurship development, there are following organizations:
- National Productivity Centre ( NPC)
- MARA, Entrepreneurial Development Division
- SIRIM, _Industrial Extension Unit, Division of Consultancy and
Technology Transfer
- - MIDF Industrial Consultants ( MIDFIC )
Further, the following organizations are implementing technical services in the
fields of manufacturing technology, quality control or R & D:
- Various divisions and centres of SIRIM
- Food Technology Division (FTD), MARDI
- FRIM |
-RRIM
5) Export Promotion Measures
The following organizations are supporting export promotion of Malaysian
enterprises, but their activities are not limited to the support for small and
medium scale manufacturers:
- -MEXPO |
- Malaysiém Timber Industry Board (MTIB)
- Federal Agricultural Marketing Authority (FAMA)
- Malaysian Handicraft Development Corporation (MHIDXC)
6) Others _ _ _
In the 1990 Budget, the setting up of an Industrial Technical Assistance Fund
for small and medium scale indusiries has been proposed. This Fund, with the
initial year's fund allocation of M3$50 million, intends to provide grants on a
matching basis to specific industries to help in feasibility studies and R & D.

(3) Outline of the Majoi‘ Organizations in Charge of the Industrial Development of Small
and Medium Scale Manufacturers
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There are a large number of gover_:imen_tal, sub-governmental and private
organizations in Malaysia that contribute to the development of small and medium scale
enterprises. Out of them, the major organizations that have a close connection wuh the
proposed project were selected, the outlines’ of which are as follows:

1) Small and Medium Scale Enterprises Unit, Industrial Developmem'_mvision,
the Ministry of Trade and Industry (MTI) o
Itis reported that the public organizations that are involved in the development
programmes of small and medium scale manufacturers are diversified into 9
ministries and 30 agencies. As a coordinating agency of these diversified
activities, the Small Enterprise Division (SED) was established within MTT in
1981. SED was temporarily transferred to the'Minis_try of Primary Industries
in 1986. In 1986, however, SED was again shifted to MTT and renamed as the
Small and Medium Scale Enterprises Unit in the Industrial Development
Division. The organization chart of the Small and Medium Scale Enterprises
Unit is shown in Fig. 111 5-11.
The Small and Medium Scale Enterprises Unit is dlwded into 4 sections:
(1)Pohcy Section, (2)Marketing Section, - (3)chhn010gy Section and |
(4)1nternationé1 Cooperation Section. The Policy Section includes the Data-
base section which controls the information on small and medium scale
enterprises, and a research section which undertakes a variety of indusirial
surveys by sector. The Marketing Section is further divided into 2 sections:
the Government Procurement section and the Trade Sub-contractihg section.
As of November 1989, the total number of staff members in the Small and
Medium Scale Enterprises Unit was 42, consisting of 18 officials and 23
assistant staff personnel. '

2) Technology Transfer and Consultancy Division in SIRIM

The Technology Transfer and Consultancy Division (formerly named the
Technology Transfer Centre) in SIRIM was established in 1986 under the
support of the World Bank. The major aim of the establishment of the Division
was to support new business development by Malaysian entreprencurs and to
continue the follow-up technical assistance 10 these new businesses. The major
area of the technical services is the extension of quality control measures, and
the consulting services are usually continued up to the time that the recipient
factories would be given the QIP (Quality Improvemient Practice) certificate.
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As of November 1989, the Division has a staff of 13 professionals (excluding
'assistants), and consists of 2 sections: (1) Industrial Extension, and (2)
Technology Dissemination.

3) National Productivity Centre (NPC)

The National Productivity Centre (NPC) was established as a joint project by
the United Nations Special Foundation(UNSF) and the Malaysian government
with the International Labour Organization (ILO) as the executing agency.
With the enactment of the National Productivity Council 'Incorporation Actin
1966, the Centre bééamc.an independcnt organization under the authority of
MTI. The National Productivity Council is responsible for the operation of the
NPC and comprises representatives from MTI, EPU, MOL, MOF, MOA,
institutions of higher education, commerce, industry, finance organizations and
fabour and management groups. The NPC is a non-profit organization, with
approximately 80% of its working budget coming from annual government
grants and the rest made up from the Centre's own revenue. The basic
objective of the establishment of the NPC is to increase the industrial
productivity in Malaysia through management training. Its main functions are
Dto instruct in, to promote and to disseminate the concept of productivity, 2)to
train local experts in techniques for productivity, management and
entreprencurship and 3)to develop manpower. The NPC is currently engaged
in a wide variety of activities through the following 11 units and 5 branch
offices that are located in Kuantan, Penang, Johore Bahru, Kuching and Kota
Kinabalu.

- Management development  Personnel development and industrial

relations)

- Industrial engineering and low-cost automation

- Sales and marketing

- Hotel and tourism management

- Enu-cpréneurship development

- Productivity promotion

- Support services

-QCC

- Consultancy

- Staff development

4y MIDA

Refer to Section III-5-1.
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5 MEXPO - |
Refer to section IHI-5-8. -

‘Fig. IIL5-11 Organization Chart of Small and Medium Scale Enterprises Unit

Ministry of Trade and Industry
C T 1
Industrial Development Division
I | |
. : Small and medium scale
Policy Sectorial enterprises. _ LM.P.
| T | 1.
Policy' | - | Marketing Technology. International
Cooperation
(3) (&)
' | ©)
_ | Gov. procurement | | Trade subcontracting
L | (3 ' @
Data-base| | Research

" ): Number of officials excluding assistants
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3. Outline of the Proposed Project
(1) Objective of the Project -
‘The major objectives of the proposed project are as follows:

1) To create a linkage between assemblers and local small and medium scale parts
suppliers through the provision of guidance in regard to production technology,
sanagement and marketing by sending experts to each individual smalt and
medium scale manufacturer which does not meet the requirements of the

- assemblers; - . _ _

2) To increase the export capability of those small and medium scale resource-
‘based enterprises that have a large potential capability to export but do not
succeed due to the lack of export market information or to insufficient
production capabilities; and

3) To formulate a comprehensive policy for the development of small and medium
scale enterprises with major emphasis on the development of both supporting
industries and local export-oriented industries, and to coordinate all of the
activities of the various related public organizations concerned in order to put
this policy into effect.

(2) Activities of the Project

“The activities of the proposed project are briefly illustrated in Fig.IIL5-12. The
practical activities at each stage are as follows:

1) Identification of both market needs and technical support target enterprises
By expanding in and making more effective use of those existing schemes as
(1)Trade Sub-contracting Scheme handled by the Small and Medium Scale
Enterprises Unit, MTI, (2)RICOM handled by MIDA or (3) Trade Inquiry
Services handled by MEXPQ, the needs of both domestic and overseas market
for products of local small and medium scale manufacturers would be
identified, and the candidate enterprises for the implementation of technical
SUppOrt services would be selected.

2) Coordination of supporting measures among related organizations
The contents of technical support services and their implementation
organizations are discussed and coordinated among related public organizations
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in charge of technical services to small and medium scale enterprises, When

necessary, requests would be made to international technical cooperation

 agencies for sending overseas experts to rclevant Malaysian organizations.
~ 3) Implementation of technical supporting services - -

- Factory visits to selected small and mediuin scale enterprises for guidance
“would be made through the cooperauon of the staff from thc Small and
Medium Scale Enterprises Unit, MTI, and the staff of SIRIM and other
technology-related public orgamzatlons with the purpose of raising
- production and quality contro} technology levels. The cooperatton of foreign

~ experts would also be sought in this activity,

- Visits to selcctcd small and medium scale enterprises for guxdancc would be
made through the cooperation of the staff from the Small and Medium Scale
Enterprises Unit, MTI, and the staffs of NPC, MEXPO and other similar
organizations in order to upgrade management and marketing technology
levels, The cooperation of foreign experts would also be sOught where
necessary. ' _

4) Tinplementation of follow-up supporting activities

The follow-up technical support services would be continued, and the actions

of other organizations for the mobilization of financial and other supporting

measures would be requested as necessary. - '
5) Establishment of a comprehensive development pohcy of small and medium
scale manufacturing enterprises.

In order to secure the smooth and well-organized 1mp1emcntat10n of all of the

above activities, a comprehensive industrial development policy for small and

medium scale manufacturers would be established, and the activities of the
various related organizations would be coordinated. ' '
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" Fig. NL5-12 Outline of the Project
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3) Or_ga.nization Structufe for the Implementation of the Project

1) The major organization in charge of the Pm;ect - : _
The Small and Medium Scale Enterprises Unit, Indusmal Devc]opment
Division, MTI would be the major organization to 1mplement the proposed
project. For the smooth 1mplcmcntanon of the project, the followmg two
committees should be estabhshcd and the secretariat office of these two
committees should be set up within the Small and Medium Scale Enterprises
Unit, MTL. 'The head of thc secretariat office would be cxpecte.d to work as a
coordinator of all activities reiated to the propose.d project.

2) Stc.enng committee , ‘

The function of the steenng commlttee is to coordinate activities of all
govcrnmcnt departments and technical support agencies involved in this
project. All of the political matters involved in the implementation of the
proj'cct_ would be discussed at this committee. The members of the committee
would be representatives of the following organizations:

- Economic Planning Unit (EPU)

-~ Implementation Coordination Unit (ICU)

- Ministry of Trade and Industry (MTI)

- Other related government departments and agencies

3) Technical committee '

The function of the technical committee is to coordinate the activities of
organizaﬁons that are directly involved in the implementation of technical
support activities. The secretariat office is established in the Small and Medium
Scale Enterprises Unit, and the head of the office would also play a key role in
the total coordination of all activities concerned.
The members of the committee would be representatives of the following
organizations:

- Small and Medium Scalc Entcrpnscs Unit, MTI

- SIRIM

- MARDI

-FRIM

- PORIM

- NPC

- MIDA

- Other technical service related organizations
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4. Areas in Which Assistance from Overseas is Anticipated

1) Invitation of experts
The cooperation from overseas by sending the following experts would be
desired: _
- Small and medium scale enterprise policy adviser; 1 person
" A foreign expert who would give advice for the establishment of
“development policies and the coordination of the proposed project should
be received at the Small and Medium Scale Enterprises Unit, MTL
- Quality control expert; 1 petrson
An expert in quality control should be stationed at the Technology
“Transfer and Cbnsultancy Division, SIRIM.
-'Sector experts; 1 - 3 persons per secitor
Experis in various sectors who could give advice on preduction,
marketing and business administration technologies shouid be received at
‘related organizations that would be in charge of the implementation of
technical support to each individual small and medium scale
manufacturer. The sectors would cover the following; moulds and dies,
castings, automotive metal parts, ceramics, rubber footwear, food
 processing, wood products and others. -

2) Required qualifications for experts

- Small and medium scale enterprise policy adviser;
a university graduate who has had at least 10 years experience in policy
formulation for small and medium scale enterprises

- Quality control experts;
a university graduate who has had at least 10 years experience in the
actual implementation of or in the guidance to company gquality control
system buildin gs.

- Sector experts; -
a university graduate who has had at least 5 to 10 years practical
experience in the specific industry and in guidance of one of the areas of
production technology, marketing and business administration.

3) Terms of assignment

- Small and medium scale enterprise policy adviser; 2 - 3 years
- Quality control experts; around 2 years
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- Sector experts; each 2 weeks to 1 year according to the contents of |
respective assignment required '

5. Future Action to be Taken

The proposed project does not necessarily recommend the establishment of a new
independent _project'hut rather recommends the integrétio_n- of various kinds of existing
technical support schemes in Malaysia into one'comprche_ns:ivg project. As a preparatory
work for proceeding with the project, the expansion and ;ﬁ_dordina_tion of such existing
schemes as the Trade Sub-contracting Scheme under the control of MTI, the RIOOM
scheme under MIDA or the Trade Inquiry Services under MEXPO would be needed. The
technical assistance programme for t__h_c dcvclopinent of sma'il ‘and medium scale
enterprises which is now under planning between the Malaysian government and the
Japanese government is also expected to play a key role in the implementation of the
proposed project. o

The core organization for proceeding with the proposed project would be the
coordination section or the secretariat office of recommended commiitees to be established
in the Small and Medium Scale Enterprises Unit, MTL The early establishment and start
of the activities of such core section, by receiving the assistance of experts to be sent from
overseas, is recommended. '
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101-5-6. Expansion Project for the Mould and Die Section of the STRIM Advanced
Manufacturing Technology Centre (AMTC)

1. Background of Project Proposal

The mould and die industry is an important supporting industry for numerous
mﬁnufacturihg sectors including electronics, plastic mouidihg, metal processing such as
au_tomotive parts and rubber processing, etc. The industrialization of recent years and a
Significant increase in foreign investment have brought about rapid growth in demand for
moulds and dies. '

__-'As the result of the thrcc»yéar industry study conducted by the present Study
Team, it became clear that, with the-cxceptic_m'of a few large foreign-affiliate corporations
with high technical standards, the overwhelming majority of mould and die companies in
Malaysia'arc small businesses with fewer than 20 employees. There is also a shortégc in
the absolute number of skilled workers and designers, and many firms lacked basic
metalworking-related know-how and techniques, such as the proper use of equipment.

Resolution of these problems will require continued instruction tours and technical
training at individual companies by experts. In the medium and long term, however, the
- training of skilled workers and designers and the upgrading of current levels of

technology will prove to be even more important. '

In light of the urgent need for the training of skilled workers and designers, it has
been suggested that the R&D and training facilities of SIRIM and other existing
government organizations be utilized together with the Industrial Training Institutes (ITI)
of the Ministry of Human Resources, _ '

Falling under the Ministry of Science, Technology and Environment, SIRIM has
already adopted the lﬁte_st machinery and facilities in the Mould and Die Section of the
Metal Industry Development Centre (MIDEC) and been active in the development and
dissemination of technology in the areas of mould and die fabrication and design. The
Mould and Die Section was moved to the newly-established Advanced Manufacturing
Technology Centre (AMTC) in 1990, and it was recognized that the utilization and
expansion of existing facilities and manpower would be the most realistic and effective
means of d_cireloping and disscminati_ng technology, and of training AMTC officers and
skilled machine opérators and mould and die designers at private companies.

Taking all of these factors into consideration, the present expansion project was

-proposed for the Mould and Die Section of the SIRIM Advanced Manufacturing
Technology Centre (AMTC). '
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2. SIRIM Mould and Die Section Activities

Aware of the importance of providing smaller companies in the industry with
metal processing technologies, SIRIM established the Metal Industry Techiology Centre
(MITEC) in 1981 with technical assistance from the Japanese government. This
orgatiization was then merged with the Metal Industry Research and Development Centre
(MIRDC) to form the Metal Industry Development Centre (MIDEC) in 1986,

(1) MIDEC Mould and Die Section Activities

As of December 1989, MIDEC consisted of five units — the Engineering Design
Unit (EDU), the Machine Shop Services Unit (MSSU); the Metal Forming and Finishing
Unit (MFFU), the Metallurgical Services Unit (MSU), and the Foundry Technology Unit
(FTU) — with a staff of 35 rescarch officers. Of these, however, only the EDU (five
members for mould and die design) and MSSU (thiree members- for mould and die
manufacture) were directly related to the mould and die sector, and these 8 officers had
achieved a certain degree of prowess as the result of numerous overseas training
programmes. . e ' " ' o :

The MIDEC Mould and Die Section (part of the EDU and MSSU) is equipped
with the latest machinery and facilities, including wire cut EDM and CNC machining
centres, and it is engaged mainly in offering technical consultations and helping smaller
companies with the design, fabrication, and repair and maintenance of press dies and
plastic moulds. Totals for these various activities as of the end of 1988 were as follows:
plastic/diecast moulds, 17 firms; press dies, 90 firms; repair and maintenance of moulds
and dies, 35 firms; and technical consuitations, 8 finms, This section has also organized a
total of 33 seminars and courses with the object of providing local companies with
technical know-how. ' ' '

The use of MIDEC facilities by small mould and die companies is expected 10
increase in the future. Urgent tasks for MIDEC include (1) the training of officers in the
design and fabrication of high-precision and large moulds and dies, (2) the introduction of
more advanced CNC machine iools, which are currently unavailable, and other measures
for the expansion and strengthening of training programmes for skilled workers and
designers, ' ' .
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(2) Transfer of the Mould and Die Section to AMTC

As part of the structural reforms undertaken by SIRIM in 1990, the Advanced
Manufacturing Technology Centre (AMTC) was established alongside MIDEC as part of
the Industrial Research Dms;on The Mould and Die Secuon, previously under MIDEC,
was then transferréd to AMTC.

. The objective behind the establishment of AMTC was to support efforts by private
companies to upgrade their production technologies and hence their competitiveness on
the international market. Three units — the Advanced Manufacturing Technology and
Mechatronic Unit (AMTMU), the Production Tooling Design Unit (PTDU), and the
Precision Machining and Assembly Unit (PMAU) — were established in the Centre with
a staff of 17 research officers, and the additional 4 officers will be allotted in 1990. Of
these, 4 officers in PTDU and one officer in PMAU are directly involved in the mould
and die sector, and 2 more officers will be added to PTDU in this year.

The AMTC organization is illustrated in Fig. IT1.5-13.

The functions of AMTC are as follows: (1) to engage in research and

‘development activities in advanced manufacturing technologies; (2) to design product
toolings such as moulds and dies, jigs, as well as machine tool components; and (3) to
provide consulting services and technical training for the industry. The transfer of the
Mould and Die Section to AMTC is seen as evidence of the government's intention to
utilize the latest computer technologies such as CAD and CAM in improving the
technological levels of the mould and die industry to the point where manufacture of
micron-order precision metal dies becomes i}ossible'.

Fig. H1.5-13 Organizational chart for the SIRIM Advanced Manufacturing Technology

Centre (AMTC)
-

Advanced Manufacturing Production Tooling Precision Machining

Technology and Mechatronic Unit Design Unit and Assembly Unit
« Software development . Prccnsaon machining activities
» Study and research of manufac- * Degign of dies, moulds * Design ‘_ligs and fixtures

turing system CAD/CAM, FM$ and machine components ] Seftware evelopment, ¢.g.,
= Robotic and automatic activities =+ Sofiware development "interfaces”, "post- Processors”
» Development of process conirol » Product development » Process plannmg and part
* Simulation of project plant = Engineering analysis of ming

utly complex moulds and dies » Consultancy services

» Cons lancy services = Consultancy services = Training
» Training * Training
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3. Outline of the Proposed Project
(1) Project objectives

The main objectives of the proposed project are as shown below. .

-a) To establish a technical 'u‘aining and service system capable of meeting the
needs of the private sector in terms of both quantity and quality by training
-AMTC officers in more advanced, spcmahzcd mould and die- relatcd
tcchnologles , - _

b) To utilize AMTC facilities to hold advanced training courses and seminars for

- engineers from private companies and to train skilled machine operators and
mould and die designers. | |

~ {2) Project details
1) Introduction of equipment and facilities
“The following equipment would be introduced to supplement existing facilities.

a) Latest CNC wire cut EDM
Work size: 600 x 400 mm class 1

b) Laiest CNC EDM
Work size: 650 x 350 mm class

¢} CAD system and accessories compatible
with the above two pieces of equipment

c) Latest CNC milling machine
Work size: 1,000 x 700 mm class

&) CNC forming grinder and accessories

f) Surface grinding machine

g) Milling machine

h) Tableto;j drilling machine

i) Ordinary lathe

j) Tool set .

k) 50-tonne high-speed press, transport unit, accessories

ud
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~ The project expenditure schedule for investment and operating expenses is as
shown below. '

_ (Unit: ¥miilion)
- lstyear 2nd year 3rd year Total

Capital investment o |

Facilities and equipment 300 0 0 300
Operating éxpenses =~ o

Personnel 20 20 20 60

Supplies and materials 50 50 50 150

Special service costs 10 10 10 30
Total - 380 80 80 540
2) Invitation of foreign experts

Thé number of forcign. specialists réquircd for techﬁological development and
technical instruction is as shown below.
a) Design and CAD

(press dies, plastic moulds): 2 persons (with at least 15 years of
experience)
b) Mechanical processing and assembly '
(press dies, plastic moulds): 2 persons (with at least 15 years of
experience)
c) Period: 3-5 years

3) Dispatch of SIRIM officers for overseas training
a) Officers in charge of mould and

die design, and fabrication: 2 persons (1 each for design and
fabrication)
b) Period of training: 3 months each
4) Project activities

a) Promotion of metal die technology R&D and the dissemination of technology
fo private companies.

b} Training of AMTC officers and technical staff of private companies in
advanced technology through the invitation of experts from abroad.
Considering the present rapid growth of the Malaysian mould and die
industry, each company has very little room to send technical staff to AMTC.
¥n addition, there is a possibility that sending valuable company technical staff
for a long period will become a hindrance to compariy activities. Therefore, it
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‘is necessary to conduct some sort of short-term praCiical'-U'aining and to
establish incentive systems which will contribute to some degree to Malaysian
* companies. '
c) Holding of tcchnlcal semmars for private compames wuh thc assistance of
foreign experts using ATMC facilities.
: d) Continued overseas training oppomnuues for AMTC officers. -
¢) Collection of technical information contributing to the upgradm g of tcchmcal
. standards and distribution to private companies.

4. Areas in which Assistance from Qverseas is Anhupated
(1) Introduction of the latest CNC machine tools and facilities

(2) Invitation of long term experts from overscas
(3) Dispatch of SIREIM*AMTC officers for overseas training
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TI1-5-7. Project for Promotion of Industry Association Activities
1. Background of Project Proposal

“The supporting industries (moulds and dies, castings, etc.) and resource-based
indusﬁies'{chinaWare, rubber foo'twéa.r, etc.) studied in the present survey also consisted
mainly 'of small local firms. As a group, these companies suffer frbm numerous
problems, including low technical standards and delayed management modernization, Tt
is clear from the experiences of such coi;ntrics as Japan, South Korea, and Taiwan that
the creation of industry assoc_iations by small and medium scale companies in each
industry and the development of various activities around these associations would be
effective in promoting indusiry development. :

InMalaysia as well, there is an increasing awareness of the important role played
by thesc_ associations, and in several cases such associations have participated in task
forces for follow-up studies of the Industrial Master Plan (IMP) and otherwise acted as a
link between government and the private 'sector. In comparison with Japan and the Asian
" NIEs, however, association activities in Malaysia remain limited,

Particuiarly in the moulds and dies and rubber footwear industries, there are no
such industry associations which cover those specific industries only and very litile
activity of any sort. It has been pointed out that this is hindering benefits of industrial
promotion policy and of foreign technical assistance for the private sector and for small
businesses in particular.

Industry-initiated efforts represent the first step in any programme to improve the
technical and quality standards throughout the indﬁstry. Exchanges with sister industries
in other countries would not only make a direct improvement in technical standards but
could also lead to tic-ups with foreign corporations, thereby speeding up the transfer of
technology.

Industry association activities are also important from the standpoint of export
promotion. In addition to cooperating with government organizations to reduce costs,
improve quality standards, and develop high value-added products, the industry
associations should carry out overseas marketing surveys, help companies to improve
products for export, and gather information regarding new products and technologies in
overseas markets. '

At present in Malaysia, plans are being promoted for construction of industrial
estates for the casting industry (in Selangor and Perak) and for the ceramics industry (in
Perak) with the objective of expanding the production infrastructure for existing small and
medium scale companies in these fields. These facilities offer numerous merits for
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financially-strapped small businesses, including the shared use of tésting and ‘reéeai_rch
facilities, the introduction of a joint purchasing system for raw materials, and
opportunities to participate in seminars for the training of tcchmclans and managers, It is
therefore suggested that mtcr-corporate hnkagcs and cooperation be strengthcned and that
mdusmes act in unison 1o promote plans for construction of these industrial estates.

Against this backdrop, & projebt to promote the revitalization -of industry
association activities was proposed.-

2. Qutline of Activities of the Related Industry Associations in Malaysia

(1) Castings . _ _

‘ Among the industry associations representmg the Malaysxan casting industry are
the state-level Foundry and Engineering Industries Associations (FEIA) and the national
Federation of Malaysian Foundry and Engincering Industries Associations (FOMFEIA),
This section will introduce the activities of FOMFEIA along with the Foundry and
Engineering Industries Associations in Selangor (SFEIA) and Perak (PFEIA).

1) Federation of Malaysian Foundry and Engineering Industries Associations
(FOMFEIA) : ' :
8, (st Flo-or) Jalan 1-77B, off Jalan Changkat Thambi Dotlah,

P.O. Box 6183, Pudu 55720 Kuala Lumpur
i) Organizational outline

FOMFEIA is a national organization established in January 1977 and consisting of
Foundry and Engineering Industries Associations at the state-level. Its membership
currently includes industry associations from the following nine states in peninsular -
Malaysia: Selangor, Perak, Negeri Sembilan, Malacca, Kedah, Pahang, Penang,
Kelantan, and Johor.

Individual corporate members of FOMFEIA come from a wide range of
industries, such as foundry, engineering works, steel fabrication, metal and welding
works, machinery, precision engineering, trailer assembly, and the repair and
maintenance of motor vehicles, tractors. The number of related companies amounts to
1,831 (based on the 1987 directory).

The FOMFEIA organization includes six sub-committees which are divided by
industry. The foundry subcommittee consists of 79 firms specializing in caéting, with
many of these firms belonging to the Selangor (38), Perak (22), and P‘enang (12) FEIAS
i) Main activities
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— Partic_iipation in the Task Force on Machinery and Engineering Industry,
established to implement various recommendations of the IMP
—— Dispatch of market research mission teams abroad
~— Sponsoring of casting-related seminars and exhibitions
- Parﬁcipation in planaing for construction of the foundry industrial estates
—_ Dlspatch of representatlvcs to various SIRIM committees
— Holding of dialogues with government agencies
— Publication of directory

- 2) Selangor Foundry and Engineering Industries Association (SFEIA)
Address is same as FOMFEIA.,
i) Organizational outline
The SFEIA was established in 1935 and as of the end of 1989 consisted of 220
member companies.
- The association has five subcommittees, and among them the foundry
subcommittee comprises 48 firms specializing in casting.
ii) Main activities _ :
— Participation in the Subcommittee on Foundry/Moulds and Dies of the IMP
- Task Force on Machinery & Engineering Industry
— Cooperation in the revision of the syllabi at vocational training schools
— Sponsoring of lectures by speakers from government organizations, etc.
— Requests to government for industrial land for small scale industries and
participation in planning for construction of the foundry industrial estates
— Observation tour at related domestic organizations (CLAST, SIRIM, etc.) and
dispatch of market research mission teams abroad
— Publication of the association bulletin (Berita SFEIA)

3) Perak Fouridry and Engineering Industries Association (PFEIA)
103B, Jalan Bendahara, 31650 Ipoh,
Perak Darul Ridzuam

i) Organizational outline -

Established in 1933, PFEIA is the oldest industry asscciation in the Malaysian
casting industry. At the end of 1989, it had a membership of 82 firms. Association
officials say that approximately 35% of all related firms in Perak are members.

1t is unclear how many of these companies are engaged only in casting-related
operations, but a survey of the 1987 directory suggests the number to be 22.
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ii) Mam activities e v

— One of the constituent associations of FOMFEIA PFEIA's actlvmcs are
virtually identical to thqse_of the Selangor association (SFEIA), -

— The item of greatest concern at present i'.s-thc-plan for consfructibn of the
Foundry and Engineering Industry C'omplex within. the-'PenglEalan’ 11
Industrial Park being promoted by the Perak SEDC, whose first phase of
construction will involve an area of approximately 32 ha. 40 casting-related
firms (39 of which are PFEIA members) are scheduled for entry into the
industrial park. The PFEIA will be responsible for management of the
common: facxhty centre in the Industry Complex, and greater cooperation
between companies is being sought.

(2) Moulds and Dies |

Because mould and die manufacturers are mclude.d in thc Subcommittee on -
Precision Engmecrmg, one of the subordinate organization of the FOMFEIA, there is no
industry association dedicated to the mould and die indhstry only, and their activities in -
FOMFEIA are accordingly limited.

According to the 1987 FOMFEIA direciory, there are 53 mould and.die and
precision equipment manufacturers located across Malaysia, with 26 of these belonging to
the Selangor FEIA, 15 to the Penang FEIA, and 7 to the Johor FEIA.

© (3) Automotive Metal Parts
The Malaysian Automotive Component Parts Manufacturers' Assomatlon
(MACPMA) represents the metal auto parts secior. _
Malaysian Automotive Component Parts Manufacturers' Association
(MACPMA) |
c/o Malaysian Sheet Glass Berhad
21 KM, Sungai Buloh, 47000 Selangor D.E. _
Although the association includes a few producers of motorcycle componc'nts,
most of the firms are automobile parts manufacturers, and together they account for more
than half of the leading companies in the field. Fully 90% of the member firms supply
paris to PROTON.
MACPMA has declared six specific objectives, but in gencral it works toward
expansion of markets for parts manufacturers. It also participate in the IMP Task Force
on the Road Transport Equipment Industry. |

(4) Chinaware
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-~ - The ,Malaysian Ceramic Industry Group (MCIG), consisting mainly of tile
manufacturers, has very few members from the tableware and omament sectors,
Although chinaware manufacturers are scattered across the country, the chinaware
industry association in Perak is relauwly active.

1) Malaysian Ceramic Industry Gmup (MCIG)

c/o Federation of Malaysian Manufacturers

17th Floor, Wisma Sime Darby

Jalan Raja Laut, 50350 Kuala Lumpur =~

*This organization, with a membership of 28 firms (mostly tile manufacturers), is

‘under the FMM umbrella of operations. Its activities are aimed at promoting cooperaﬁon
between local ceramic manufacturers and dialogues between government and the private
sector. It is also a participant in the IMP Task Force on the Non-Metallic Mineral
Products Industry.

2) Perak Ceramic Industry Association
145-A, Ipoh Grove, Jalan Kuala Kangsar,
Ipoh, Perak

This association has as its members 30 of the 50-60 manufacturers of ccralmc
products, including flower vases, pots, and clay pipes, in Perak.

The Perak Ceramic Industry Association is en.gaged in various activities including
the dispatch of market study teams to Japan and other countries. Its main area of concemn
at present is the transfer of member company operations to the Chemor Ceramic Industry
Park (Ist phase: approximately 83 ha), being promoted by the Perak SEDC and
scheduled for completion at the end of 1990. At present, 32 firms, including one
Yapanese company, have applied for entry in the park. In addition to SIRIM research
facili'ties, the park will be provided with an association office and common facility centre,
and as succh, greater inter-company cooperation centering around industry association
will be needed. :

(5) Glassware _
The Glass Manufacturers Association of Malaysia (GMAM) represents the glass
industry.
Glass Manufacturers Association of Malaysia (GMAM)
¢/o Malaysian Sheet Glass Berhad '
21 KM, Sungai Buloh, 47000, Selangor D.E.
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Established in 1979 this association has a membershlp of six ﬁrms, including
manufacturers of both sheet glass and glass bottles. ' -

Its main activities include attendance at the ASEAN cheratlon of Glass -

Manufacturer Conference and the AFGM Council Mcetmg as weli as part1c1pat10n inthe
Task Force on the Non-Metallic Mineral Products Industry.

(6) Rubber footwear

The nation's only industry association for the rubber footwear sector is the rubber
footwear subcommittee at the Malaysian Rubber Products Manutacturers’ Association
(MRPMA). There is no specific association dedicated to the rubber footwear industry
alone, and so their activities in MRPMA are accordingly limited. B

- Malaysian Rubber Products Manufacturers' Association (MRPMA)
No0.52-B Jalan 88 21/58, Damansara Utama, '
_ 47400 Petaling Jaya, Selangor D.E.
1) Organizational outline _

Established in October 1977, the MRPMA is vcry active as a member of the -
Federation of Malaysian Manufacturers (FMM). It has a current membership of 120
firms, including manufacturers of dipped latex goods, industrial rubber products, rubber
footwear, and tire tubes, which are estimated to constitute about 50% of the entire
industry.

The rubber footwear subcommittee is one of the four subcommlttecs under
MRPMA, and it has 10 member firms. '

ii) Main activities

The main rubber footwear-related activities of the MRPMA are as follows:

- Dispatch of market study teams and export promotion missions abroad,

participation in overseas trade fairs |

— Sponsoring of seminars in corporate management and ex‘port promotion

— Participation in the IMP Task Force on Rubber Industrialization and

promotion of cooperation and dialogues with the government as a
representative of rubber industry '

— Publication of MRPMA Indusiry and Export Directory

3. Outline of the Proposed Project

(1) Objectives of the Project
The main objectives of the proposed project are listed below.
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1) To strengthen'indu's'try associations and revitalize their activities, thereby bringing
about improvements in i'ndu'stry—'wide production technology and quality control
standards, and to modernize management through education of managers.

2) To protect the prbfi_tability of member firms and work towards improvement of the
industry's status, and to cooperate with the government in policy dialogues, surveys, and
research works a '

3) To promote industry cooperation towards the early construction of the industrial estates
currently pianned for small and medium scale industries in various industries and to
‘participate in joint operation of these industrial estates.

(2) Activites of the Project

<First phase>

1) Survey of industry associations and selection of target industries for assistance
Surveys are to be conducted in the targeted fields (i.e., supporting and resource-

based industriés) to determine the presence/fabsence of industry associations, the ratio of -

industry firms belonging to these associations, and the scope of their activities. In

addition, industry needs are to be determined with an eye on organizing and revitalizing.
The results of these surveys are to be used in selecting specific industry sectors for

assistance.

<Second phase>
2) Establishment of programmes for the revitalization of industry association activities and
fine-tuning with the help of related organizations

_ Concrete proposals for the revitalization of industry association activities are to be
drawn up and meetings held with related organizations to discuss methods of
implementation and make appropriate adjustments.
3) Guidance and consulting by experts

Foreign experts are to be invited as necessary to implement the following

activities: '

— Case studies of small businesses abroad are to be prepared as part of an
education campaign to illustrate the need for and effectiveness of industry
association activities

— Industry Jeaders of the next generation are to be sought out and information
exchanged with the objective of creating personnel networks
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— For those industries in which firms are concentrated in specific regions, inter-
regional cxchanges are to be deepened and a sense of unity fostered. In
addition, guidance is to be provided in the task of proper organization,

— A public relations magazine is to be published with the objective of
disseminating guidahcc and advice of the foreign experts invited, and -
introducing government aid policies and cooperatlorl schemes offered by
overseas eGonomic organizations,

4) Promotion of exchanges with related industries abroa.d

To improve the efficiency of indusiry-association activities and promote mutual
understanding, industry activities in other couniries are to be observed and talks held with
foreign experts.
5) Dispatch of industry leaders overseas 7

Industry leaders are to be dispaiched overseas to observe the role and management
of industry associations and government policies for industrial promotion in foreign
countries, and o contribute to greater industry association activities in Malaysia.

<Third phase>
6) Industry association-initiated activities for the pfomotidnzof small and medium scale
industries : : S '

The following types of activities for the promotion of ‘small and medium scale
industries and promotion of exports are to be carried out under the initiative of the
* industry associations. This method of industry association initiative could expect more
effective and productive implementation of various activities and promotion of
membership application by non-member firms.

— Compariy visits and consultancy services by experts, and organizing of

-management and technical seminars

— Collection and distribution of information on overseas markets and

technologies '

— Exchanges of personnel information, etc, w:th overseas mdustxy associations

through dispatch of market study teams and export promotion missions

It would be desirable that industry associations in the target industries also take the
lead in implementing various activities prop'oscd in the Technical Support Project for
Small and Medium Scale Manufacturers (J1I-5-5), and in the Expansion of Export
Promotion Activities in the Malaysian Export Trade Centre (MEXPO) (IT1-5-8).

(3) Implementation of the Project
1) Implementing organization
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The Malaysian Industrial Development Agency (MIDA) will be primarily
responsible for implementing the Project. MIDA is one of the governiment agencies in
Malaysia which has the closest ties with the private sector. In particular, the task forces
established for follow-up of the IMP also include private companics and have served as
links for cooperation and dialogues between government and the private sector. When
Malaysian government attempts to attract more foreign-affiliate companies in the future,
closer links with local industry will be required. One effective means of achieving this
would be for MIDA to take the lead in strengthning industry organizations and revitalizing
association activities. _

2) Fine tuning with related government agencies _

In order to allow the efficient implementation of this Project, a committee
consisting of the following government agencies and small businesses promotion
organizations is to be set up'within MIDA to make deliberations and carry out fine tuning
of implementation methods, etc,

—- Small and Medium Scale Enterprises Unit, Industrial Development Division,

Ministry of Trade and Indusiry

— MIDA

— MEXPO

— SIRIM

— CIAST

— NPC

— QOther industry-related promotion organizations

4. Areas in which Assistance from Overseas is Anticipated

All of the revitalization programmes described above can be carried out by
‘Malaysia's own power. If the fo'llowing types of assistance from overseas were
available, hoWever, the effectiveness of the proposed projects would be significantly
increased. |
(1) Invitation of experts to conduct surveys on indusiry association activities and
industry needs
(2) Invitation of experts to strengthen industry organizations, provide guidance in
" the revitalization of .their activities, and offer consultations
(3) Dispatch of Malaysian industry leaders abroad in order to study the activities of '
overseas industry associations and carry out exchanges with industries in other
countries '

159



II1-5-8. Expansion of Export Promotion Activities
in the Malaysian Export Trade Centre (MEXPO)



1I1-5-8. Expansion of Export Promotion Activities in the Malaysian Export Trade Cenire
(MEXPOQ)-

1. Background of Project Proposal

- The de#elbpmcnt of export markets through the collection of overseas market
information and overéeas marketing activities is one of the major policies for promotion of
the cel_*amics',' glassware, rubber footwear and other resource-based industries which are
the subject of the current development study.

The Malaysian Export Trade Centre (MEXPQ) was established in 1980 as an
oi‘ganization under the Ministry of Trade and Industry in order to collect and supply
information from overseas markets and to introduce Malaysian products overseas. Its
export promotion'effort;s have received favorable evaluations from both local and overseas
firms, and use of MEXPO services has been growing on a yearly basis. MEXPO has
been forced io operate with a smaller staff and budget than similar organizations in
neighboring countries, however, and _cxpansion of its services and activities is badly
needed. _

In response to such calls from inside and outside Malaysia, the Malaysian
government is currently preparing to establish a new trade promotion organization to
replace MEXPO. The new organization, which will absorb the existing MEXPQ and take
over all export promotion activities currently being implemented by the latter, is set to
being operation as soon as the second half of 1990,

_ - Based on the reco‘gniiion' that the export marketing capabilities of local enterprises
will play an increasingly important role in the promotion of exports, the Study Team has
proposed a programme for the expansion of export promotion activities at MEXPO and
the new organization taking into account the first- and second-year study reports.

2. MEXPO Adivitiw and Establishment of the New Trade Promotion Organization
(1) Qutline of MEXPO
1) Establishment
The Malaysian Export Trade Centre (MEXPQ) is a national export promotion

agency established in 1980 as one of eight units under the International Trade Division of
the Ministry of Trade and Industry.
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MEXPO operates a pénnancn't trade exhibition hall at its office and offers ordinary’
businessmen access to its trade library. Itis headquartered not within the parent nmmstry
but ratherin a bmldmg in the Kuala Lurnpur business district.

2) Organiialiqn

- MEXPO currently maintains a staff of 39, ‘Previously there were seven assistant
directors, but this was reduced to four as the result of budget cuts. Fig: ML 5-14 is a
chart of the MEXPO organization.

Fig 1L 5-14 Chart of MEXPO Organization

Director |

Advisory Services,] Trade Information, e
Marketing Administration Project Planning Publication
& Products & Finance :

Library Administration
. & Finance

At present MEXPO does not have any domestic branch offices. Trade
commissioners in thirty locations worldwide are engaged in the collection of information
and the handling of business negotiations and trade inquiries.

(2) Outline of MEXPO activities

1) Services
MEXPO provides the following services as part of the export promotion efforts of
the Ministry of Trade and Ministry.

1. Trade inquiry service
2. Trade information

3. Company registry

4. Exhibition centre

5. Advisory services
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6. Business appointments (introduction of Malaysian corporations to overseas

importers)
7. Trade fairs and missions

2) Record of MEXPQO activities

Figures for recent MEXPO activities are as shown below. The great increase in

demand for MEXPO services is easily surmised.

(a) Visitors to MEXPO _ :

' 1985 1986 1987
Local 3,626 9,379 8,826
Overseas 174 274 732

_ Total 3,800 9,653 9,558
(b) Trade in(juir_ics received '

1985 1986 1987
From local firms 712 1,531 1,753

From overseas firms 581 907 1,591
Total 1,293 2,438 3,344

(c) Appointments for business negotiations '
1986 1987
No. of appointments 57 272

No. of local companies introduced 365 1,364

1988
10,812

772

11,584

1988
1,562
1,720
3,282

1988
396
1,985

(d) Participation in local exhibitions and dispatch of trade missions

1986 1987
Total -~ - 8 8
No. of participants 53 67

trade missions.
() Sponsoring of seminars, workshops, and lectures

1986 1987
Seminars/workshops 17 9
Lectures : 12 23

(f) Permanent exhibition hall

1988

20 (16)

1989
7,992
803

8,795

1989
2,143
2,160
4,303

1989
141
832

1989
1(18)

145 (125) 37 (160)
Note: Figures in parentheses in 1988 and 1989 indicate overseas exhibitions and

1988
13
21

1989
14
7

MEXPO operates a perinancnt exhibition hall on a 1,000m2 space on the ground
floor of the PKNS Bldg. that serves as its headquarters. Products from 290 companies
are displayed, and f_oreign buyers are able to browse at leisure. When an inquiry is made
concerning a product, the prospective buyer is introduced to a representative from the
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manufacturer. Exhibition is free of charge, and companies are allowed to change their
displays every six months. ' ' |

MEXPO is also responsible for selection of the products which are dlsplayed at
the Malaysian exhibition booth of the ASEAN Centre in Japan. '
(g) Trade Library

~Located on the . second floor of the PKNS Bldg., the Trade Library is open to .
ordinary businessmen. The collection includes 15, 000 trade- and-overseas markei-related
materials and publications as well as a microfilm collection. The trade statistics can also
be accessed from the Library via computer terminal, These resources are utilized by 50-60
individuals on a typical day.
(h) Publications

MEXPO pubhshes the following periodicals for local exporters and forelgn
importers.

* Malaysian Trade News (designed to promote Malaysian products overseas;

published quarterly) :
s Intisari Dagang (an export digest; pubhshed quarterly)
* Peluang Dagang (product inquiry information and commerce-related
announcements; published every three weeks)

Other special publications include an exporter directory and reports containing

market and product information.

(3) Plan for establishment of the new trade promotion organization

1) Background

In 1989 the Malaysian government announced as part of its export promotion
policy a plan for establishment of a new trade promotion organization, tentatively
christened the Malaysian Trade Development Corporation (MTDC). Establishment of the
MTDC was first made public in the 1988 EPC Annual Report by Trade and Industry
Minister on September 15, 1989 and was carried in the daily newspapers as well. At the
“Third Asian Forum for Trade Promotion Organizations," held in Singapore in late July
1989, Malaysia announced that it was studying the establishment of an export promotion
organization comprising individuals from both public and private sectors, and it is
believed that plans for establishment of the MTDC already existed at this point in time.
Furthermore, the need for expansion of MEXPO functions had already been pointed out
by the Export Promotion Council'(EPC) as noted in the first of these study reports. '

In recent years the percentage of industrial product exports as a portion of total
exports has grown significantly. By 1988 roughly half of all export value was accounted
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for by industrial products, These products, however, have been concentrated in specific
areas such as electrical and electronics products and components, textiles, etc. As a
result, one of the export promotion goals for the 1990s is to broaden the base of
Malaysian exports. Establishment of the MTDC was necessary in order to expand current
MEXPO functions because the existing MEXPO organization was deemed insufficient for
the implementation of export promotion activities.

2) Outline of the plan _ :

Details on MTDC publiély announced and reported in September, 1989 are given
below.. o _ : ‘

It appears, however, that discussion continues on the important items, with those
concerned in no particular hurry to establish the new orga.nization. Possible directions
include a provisional increase in the present MEXPO staff and budget.

(a) Establishment: By the end of 1989, with activities to begin in 1990.

(b) Status: Autonomous organization. Whether it will be designated -a
statutory body or a limited company by guarantee, however,
remains undecided.

(c) Name: Newspapers have referred to the new organization as the Trade
Development Organization (TDO) and the Malaysian Trade
Development Corporation (MTDC). The official name remains

_ andecided.

(d) Budget: To be collected from importers and exporters.

(Operating expenses) The export tax will be collected in an export promotion fund to be
presided over by the new organization.

General opinion appears to be that the MTDC must be an autonomous and flexible
organization capable of business-like activities. Hence, staif with specialized knowledge
and skills will be necessary. The private sector is seen to be very hopeful on this point.

3) Main activities of MTDC _
The Export Promotion Council (EPC) indicated the following as the main activities
of the MTDC.
(a) Development of export promotion strategies and action programmes for specific
markets and products '
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(b) Development of services necessary for exporters to estabhsh themselves on overseas
markets . L

(c) Cooperation with other organizations providing 'export promotion services

(d) ()rgamzatxonal flexibility, to avoid duplication of services _ -

(¢) Work as a medlum for assistance in trade promotion by mtemanonal or foreign
government aid organizations

At the time of the current study, the 'Ministry, of Trade and Industry had alréady
worked out si)'ecific details concerning MTDC organization and activities, and
establiéhment was expected to come as soon as the first half of 1990, but thé schedule has
yetto be announced. . S _

In addition to establishment of the new t_fadc promotion organization, the Ministry
of Trade and Indusiry has plans to construct an international trade promotion centre
building on a 1.28-hectare site in Kuala Lumpur's Changkét Pavilion to serve as a home
for MEXPO and other public and private trade promotion groups as well as the offices of |
overseas trade promotion organizations. Construction on the new facility is scheduled to
begin as early as 1991.
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3. Suggestions Concerning the Organization and Activities of the New Trade Promotion
Organization

(1) Basic plan |

A look at trade promotion lorganizations in neighboring countries and regions
" shows that establishment of a body with an organization and scope of activities exceeding
those of the current MEXPO is an approprlate measure for the strengthening of
Malaysia's export promotion activities.
It is hoped that the following points will be taken into consideration during
preparations for establishment of the new organization.

1) Organization

(a) That it be solely responsible for carrying out the government's export promotion
policy.

{b) That it maintain close ties with government agencies even if it takes the formof a -
private corporation,

(c) That it maintain existing ties with industry and product groups.

(d) Thatit be prov1ded with necessary personncl and staff.

(e) That it expand its orgamzanonal network both within Malaysia and abroad.

ii) Activities _ _

(a) That it not only assist large corporations élready capable of exporting on their own but
also help small local businesses with the desire to export. '

(b) That its activities cover all processed goods, including industrial products and primary
goods.

(c) That it respond appropriately to demand for activities and services.

iii) Funding

(a) Some type of government assistance is needed for stable operation at the new
organization. . :

(b) The private sector (i.e., user firms) should be required to bear an appropriate burden.
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(2) Organization

In order to smoothly and effectively carry out trade promotion activities, the
following types of divisions should be provided in addition to General Affairs,
Accounting, and other administrative divisions,

“Division (proposed)

(a) Market Research Division
* Regional research section
Illdush’y research section

Statistical analysis section
(b) Information Service Division
Information service section
Trade Inquiries section
Reference section
{¢) Trade Fair Division
Permanent display section

Trade mission section

(d) Publication Division
Public relations section

Publication section
(e} Export Promotion Division

Product improvement section
Educational activities section

Main activities

(Collection and analysis of overseas information)
(Collection and analysis of domestic and foreign
industry-related information) = .
(Various types of statistical analysis using
computers)

(Wihc_iow for business negotiations from
exportets, collection of materials on domestic and
foreign export/impor_t programs)

(Processing of inquiries from abroad, arrangement
of appointmentS for business negotiations)
(Management of the trade library)

(Management of the permanent display)
(Participation in and sponsoring of overseas

exhibitions)

(Editing of PR materials for Malaysia and abroad,

. other public relations activities)

(Preparation and sale of publications)

(Guidance on improvement of products for cxpo'rt)
(Planning and holding of seminars, study courses,
and consulting activities)

The suggested organization for the new body is as shown in Fig. IIL 5-15.
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Fig. TI1. 5-15 Suggested Organization Chart

‘Ministry of Trade and Industry

Export Promotion Council Private Organizations

Managing Director _ ' Overseas Trade Commissioners

| .

Deputy Managing Directors

Director of Divisions General Affairs and Planning Div.
Market Research Division
Trade Fair Division
Publication Division

Information Service Division

Export Promotion Division

Library

It is also suggested that branch offices be established in Penang, Johore Bahru and
other major cities to uncover local products suitable for export and to assist small local

businesses in their export efforts.
(3) Reshuffling of personnel

A gla’nc’e_,laAt trade promotion organizatibns in neighboring countries shows staffs of
m_ore than 600 in Japan; Korea, and Taiwan and of 300-400 in Singapore, Indonesia, and

Thailand. This compares to the current figure of 39 at MEXPO, clearly insufficient to
respond to the increasing needs of private enterprise. Increases in staff are badly needed,
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beginning with the neglected marketing divi's.ion,(Th'e comparison of trade promotion
organizations in 8 Asian countries & regions is provided in the Annex of this Re_'p_drt.)
‘The status of the present MEXPO is as an extraministerial office under the direct
control of the International Trade Division of the Ministry of Trade and Industry. Asa
result, frequent personnel transfers are unavoidable, making it difficult to retain trade- -
related know-how and specialized expertise within the organization. It is .hoped that the
new organization will give priority to the training of personnel with both practical
experience and specialized knowledge and 1mplcment training programmes both in
Malaysia and abroad. “The acceptance of- transfcrees from the Ministry of Trade and
Industry and other government organizations as well as pm_ra_te industry associations
would be one effective means of building up an accumulation of specialized knowledge.

In light of the new organization's role as a leader of private industry in the field of
trade promotion, it is hoped that high-ranking government bureaucrats {whether #btive or
retired), corporate présidcnts, and other influential individuals with high social status be-
appointed as representatives, | |

Furthermore, one effective means for building close ties with the government
would be to "loan out" officials from the Ministry of Trade and Industry in a series of
personnel exchanges. Personnel e_xchangés'wit}i other government organizations like
MTIB and MHDC would be also very important from the viewpoint of personnel training
of the new organization.

(4) Outline of proposed activities

The basic objective of the various activities proposed for the new trade promotion
organization is simply the expansion of MEXPO efforts. The main activities are outlined
below. ' '

1) Greater information collection and market analysis
(a) Establishment of a market research division 7

A market research division should be established to collect and analyze
information on overseas markets and products. This division should further be divided
into two sections, one for analysis of overseas markets (regions) and one for specific
industries (products). The former will provide broad coverage of economic and trade-
related information for each nation, while the latter section will provide an indﬁstry-by-
industry analysis of the world market together with product trends in local industries. In
support of these research activities, a statistical 'é‘nalysis _s.ectidn should be prb\iided for the
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processing of trade statistics and various other domestic and foreign economic statistics
by computer. -
(b) Strengthening of information collection activities
Materials to be collected include statistics, magazines, newspapers, books,
directories, and tariff schedules, and it is suggested that a sufficiently large budget be
provided to allow their organized and continuous collection. Statistics, tariff schedules
and other basic resources are paﬁicularly important, while information on foreign trade
fairs and overseas business directories are also critical to export promotion activities.
Trade commissioners should be asked to help in the acquisition of free materials
and periodicals published by .economic groups and industry associations in other
countries.

ii) Greater information distribution activities
(a) Expansion of the trade library
In addition to the expansion of resource materials described above, specially-

trained librarians should be hired to assist users in finding required materials. It is also -
suggested that corners be set up to answer inquiries concerning trade procedures and
provide audio-visual information.
(b) Enrichment of publications .

' The current exporter directory should be supplemented with more corporate
outlines.

iii} Expansion of the peﬁnénent exhibition haﬂl

Overseas visitors to MEXPO are increasing on a yearly basis. The new
organization expects further increases in the number of foreign guests, and expansion of
the permanent exhibition hall would be one effective means of increasing individual
business opportunities. o

In light of this, the currently designated space should be increased to allow more
exhibits, and displays should be designed so as to attract the attention of foreign
importers. The hiring of specialists for instruction in display design and decoration could
be an effective tool. . _ '

Care should also be taken to provide viewers with information about the
displaying manufacturer and relevant materials such as product catalogs and price lists.

The creation of an inquiry counter or a business negotiation area for use by private
companies should be considered.
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Display mEtHOd and decoration should also be rc-cmphasizékl in the display .
corners for Malaysian products in overseas embassnes and appropnate budgetary -
measures should be studied. ' ' '

Finaily, ‘publicity for the permanent exh1b1t1on hall is still msufﬁcwnt Poss1ble
solutions might be the creation of posters and colour-printed pa.mphlets to be dlsplayed at
MIDA, which is visited by numerous foreign busmessmen, and various hotels located in_
Kuala Lumpux '

iv) Strengthening of inguiry and busmcss negotiations service

- There are said to be 3 000 Malaysmn exporters and 7 00(} overseas buyers
registered on a computer data base at MEXPO. Further increases in the number of
registered companies should be accompanied by more information about each. In
addition, relevant materials and information should be prepared and the staff expanded in
order to provide quick, accurate responses to inquiries and supp'ort' for business
negotiations. This in turn will require the computerization of information Servicés, to be
discussed below. -

v) Greater participation in overseas trade fairs

Participation in overseas trade fairs is useful not oﬁly for setting up export-related
business negotiations but also for learning about new preduct development by companies
in other countries and obtaining some idea of their export strategies. The distribution of
" information concerning overseas trade fairs and increased assistance for participation in
these events would be one effective means of boosting exports.

vi} Greater guidance on improvement of products for export

The design of products suited to overseas markets would be greatly aided by the
invitation of experts to conduct seminars and on-site guidance in the areas of design,
style, colouring, and functionality. This type of instruction should be expanded to cover
the dcvclopment of new markets as well.

4, Proposed Individual Programmﬂs for Export Promotion
(1) Computerization of trade information services
Computer-baséd systematizatioh of trade information is needed to imprbve the

collection of overseas information, establish an efficient information services system, and
provide quick, accurate introductions to individual companies for product inquiries and
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business negotiations. Currently, MEXPO maintains corporate information for 3,000
Malaysian exporters and 7,000 overseas buyers on a data base for use in product inquiries
and business negotiations, but future development of its economic and trade-related
activities is expected to bring about increasingly diverse information needs from the public
and private sectors both inside and outside Malaysia. In order to respond to these needs
with a limited staff and budget, the new trade promotion organization should undertake
cbmputc_:rization of its information services as soon as possible.
Some concrete suggestions are provided below.

i) Collection of trade information
{a) Corporate data _

. The corporate information data base already being used for the processing of
inquiries is the most frequently used of all the services. Consequently, the number of
registered companies should be increased and the quaiity of the information improved.

(b) Overseas trade statistics |

Trade statistics data bases for Japan, the U.S,, Bntam France, West Germany,
Ttaly, and other European nations should be periodically acquired and used as sources of
information when mapping out export sirategies for specific countries and regions.
(<) Oversea_s trade fair infofma_tion

" This information has been collected on data bases in Britain and Japan and could
be effecﬁvcly used in export promotion activities.

One effective method of collecting trade-related information is the mutual exchange
of data bases beiween trade promotion organizations in different nations. Another
effective tool would be active cooperation with TISNET (Trade Information Service
Network), set up by the International Trade Commission at the United Nations, and
ATRAIN (As1an Trade Promotion Acuwm:s Information Network), established by the
Asia Forum for Trade Promotion Orgamzations in May 1987 as a network for information
exchange among Asian countries.

Japan in recent years has been particularly active in its import promoﬁon efforts,
and it is thought that a data base for Malaysian trade information would be utilized in

Japan as well.
ii) Development of an efficient information services system

Development- of trade information services involves not only information
“collection but also the introduction of computers and communications technology and the
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tra'i'nih'g of réquired personnel. Experts should be invited from abroad to study the
Malaysian situation and assist in the gradual process of computenzatlon ‘

In the future, the information system at the new body should be lransformcd into
an online system capable of bcmg accessed in real- tune from anywhere in the
organization, Furthérmore, external services useful for those with an interest in overseas
economic and trade-related information and the dcvelopsmnt of online cxchangc systems
with the Ministry of ‘Trade and Industry, the Department of Statistics, the Royal Customs
and Excise Department, and the Central Bank should be studied. |

(2) Streng_thening :of overseas Iﬁarkct research

The conducting of market surveys for Malaysian products on foreign markets is an
extremely effective tool in export promotion; and a certain degree of s_uécéés_ has been
achieved with reports from trade commissioners and cooperation from Japan and other
nations. In the future, the opportunities for organization staff to travel abroad for market
research should be expanded, with staff members being trained in markeét research
techniques. ‘

At the same time, from the twin standpoints of- makmg pnvate corporations aware
of the need for market research and cultivating an export awareness, a "Small Business
Overseas Market Research Programme" that entrusts overseas market tesearch to industry
associations with small businesses should be established. Under this programmie, one
person from each industry association, for a total of five people each year, would be
dispatched to specific foreign markets for a given period (approximately 30 days), with
the government to subsidize 50% of all costs. The dispatched individual (ordinarily the
manager of a small business) would then be asked to present a réport on the results of his
research. Such a programme would also help to alleviate the expected shortage of
personnel at the new trade pmmonon orgamzatlon

(3) Greater assistance for industry association-initiated export promotion activities

Assistance is to be provided to export promotion activities in each industry with an
emphasis on industry associations having small businesses umong their members,.
(a) Guidance in preduct improvement

The design of products better suited to overseas markets would be greatly alded by
the invitation of experts for seminars and on-site guidance in the areas of industrial demgn
and packaging. A system of awards should be established for design 1mprovements in
export products.
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(b) Exporter awareness activities

Small businesses should be provided with introductory materials on overseas
markets, tréin'mg in export marketing and trade procedures, explanations of export
incentives, and export guidebooks 1o increase interest in expofts among local businesses.
Experts should be invited from overseas, and staff members themselves should serve as
instructors in the future.

(4) Hiring of foreign trade promotion advisors

For one year starting in Novembcr 1988, a trade promotion advisor from Japan
was stationed at Malaysia's Export Promotion Council (EPC). The continued invitation
of foreign trade promotion advisors is thought to be necessary for the time being as the
new trade prbmotion organization is launched and export promotion activities are
expanded. Suggested roles for these advisors are provided below.

() Advice concerning the activities of the new trade promotion organization

Adbvice should be given concerning the new organization, preparation of operating
schedules, education and training of staff for various activities, collection of materials for
the trade library, and the management of exhibition hall.

" (b) Export consulting for specific countries

The foreign specialists should offer markeung advice to Malaysian exporters
concerning export promotion in specific countries and supervise translation of product
catalogs in that country's language. .

Furthermore, they should provide market introductions for their country at export
promotion seminars in local areas of Malaysia.

{c) Greeting of importers and buying missions

Inthe future, further increases are expected in the number of trade missions from
local areas in other countries (sponsored by local governments and chambers of
commerce) and buying missions from large firms. It would be extremely effective for an
expert versed in both the internal affairs of Malaysia and the industrial and economic
situation of the specific nation to be on hand to greet these groups.

5. Areas in which Assistance from Overseas is Anticipated
The strengthening of export promotion activities by MEXPO and the new trade

promotion organization described above can be carried out by these organizations under
their own power. During implementation of the proposed individual programmes,
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however, the followmg types of overseas assistance would further increase their
effectiveness.

n Computcnzauon of trade information services
- —— Study on information system development and data base creation (mv1tat10n of
short-term experts) '
-— Mutual éxchange of trade data bases
(2) Hiring of foreign trade promotion advisors
— Invitation of long-term experts as trade promotion advisors
(3) Greater assistance for industry association-initiated export promotion activities
— Invitation of experts in the fields of industrial design, packaging, and
mzirkeﬁng
(4) Overseas training of MEXPO staff
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II-5-9. Project for Promotion of Industrial Standardization and Quality Control

1. Background of Pro_]ect Proposal
Malaysia has been engaged in a programme of industrialization of the export

oriented type in recent years, To maintain international competitiveness in quality at the
export destinations, it is becoming very important to promote standardization of products
and quality control,

Foreign capital companies are heiping to promote standardization in some products
of the export industries, but some strong initiative on the part of the country itself is
necessary to establish a balanced standardization system for the country as a whole.
Therefore, the government organization SIRTM is engaged in various types of activities
for the promotion of standardization and quality control, but the growing needs of the
private sector are resulting in a pileup of work and so it is urgent to ensure sufficient
numbers of personnel and improve their quality.

As pointed out in the studies on moulds & dies and castings, company
standardization is essential for companies to effectively control quality. SIRIM launched a
project for promotion of standardization in small and medium sized enterprises in 1988,
but the ideas of standardization and quality control have still not sufficiently been
implanted in the companies and so discussion is being made of strengthening of the
SIRIM system and stronger activities for pushing these ideas in the small and medium
scale enterprises.

Along with industrialization, business is booming not only in the metropolitan area
where the SIRIM headquarters is located, but also in Penang, Ipoh, Johore, and other
local cities. In accordance with this, there is a rising need for strengthening the activities
of the SIRIM branches in these regions. In particular, it is urgent to improve and augment
- the testing and inspection facilities in SIRIM for providing technical support in testing,
inspection, and measurement in the field of servicing to local small and medium scale
enterprises.

- This project for the promotion of industrial standardization and quality control is
proposed from the above viewpoint. |

2.  Summary of Industrial Standardization System and Institutions in Malaysia

(1)  Organization of SIRIM Standards Division |

- The organization in charge of standardization in Malaysia is SIRIM, which is
under the jurisdiction of the Ministry of Science, Technology, and the Environment.
SIRIM has the functions of a certification and standards formulating organization and
plays a central role as a testing and inspection organization.
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As of 1989, SIRIM's Standards Division was organized as shown in Fig, IIL 5-
16 and had a senior staff of 46. SIRTM reorgamzcd in 1990 and the Standards Division is
now organized as shown in Fig. III, 5-17. Details of the duties of the new units, the staff
allocations, etc, are not known yet.

(2) - Establishment of Malaysian Standards (MS Sta.ndards) -

~The MS standards were established as national standards under the
Standardization Law enforced 1966. As of the end of 1989, there were 1520 standards
established.

The MS standards are deliberated on by technical committees whlch compnsed of
government organizations, academic societies, commercial and industrial associations,
and the consumer representatives, but the industry assoéiati_ons are still underdeveloped
and therefore currently play only a small role in ﬂle'process of formulation of standards.
Further, the MS standards are often based on international standards and other leading
foreign standards. Harmonization with interniational standards is becoming i xmportant.

(3).  Certification System

- There are two systems of marking’ for certification of products [1] the Standard
Mark System (certifying conformity with the MS standards) and [2] the Conformity Mark
System (certifying confonmty with foreign standards). The SIRIM mark used in the first
of the two systems was changcd to the MS mark in September 1989. There wil be stcps
taken to change the Conformity Mark to be in line with the new MS Mark.

As systcms for certification established for promotion of exports, there are, in
- addition to the above Conformity Mark System, the Assessment and Registration of
Quality System (ARQS) and the Technical Services for Exporters Program (TEXPRO).

ARQS evaluates the quality management system of factories based on the 150
9000 series. From its launching in 1988 to the present, it has assessed and registered 15
factories producing retreaded tires, auto parts, sheet glass, ICs, and food. TEXPRO
offers to exporters services such as introduction and translation of the regulations and
technical information of the importing countries and voluntary export inspections, It was
just launched in May 1989 with a staff of two, however, and has not been sufficiently
publicized, so cannot be said to be sufficiently used at the present. SIRIM was
considering introducing a full-scale system of export inspection as a form of technical
support for the new trade promotion organization expected to be established in 1990,

Certification systems other than the above include the SIRIM Laboratory
Accreditation Scheme (SILAS), which assesses the capabilities of private sector testing
and calibration organizations, and the Quality Improvement Practice (QLP), which
improves the quality capabilities of small and medium scale enterprises. Both were
launched in 1987. |
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(4)  Testing, Inspection, and Measurement Systems

A prccondition for judgement of the compliance with standards for the smooth
implementation of a certification system is testing and inspection work. SIRIM functions
as the central testing and inspection organization for this and docs much every year in
terms of services in the field of mechanical and electrical equipment.

At the present time, only the SIRIM headquarters in Shah Alam have testing and
inspection facilities, but the need for testing and inspection services is rising in the five
branches of the country along with industrialization. In particular, in Penang, Johore, and
Ipoh (in which a sixth branch is scheduled to be established in 1990), it is desirable to
improve and augment testing and inspection facilities for the industrial fields
characterizing those regions (for example, the casting industry in Ipoh) so as to give
technical support in the field of testing and inspection to the small and medium scale
enterprises constituting the supporting industries.

On the other hand, the SIRIM Metrology Department serves as the managing
organization under the Weights and Measures Act and engages in the maintenance and
management of national standards and calibration services under the guidance of the
Weights and Measures Department of the Ministry of Trade and Industry. The measuring
equipment now on hand mostly was provided under technical cooperation from Japan
(1981 to 1985) and is somewhat out dated. Further, the fields of measurement handled
- are limited. Therefore, there are requests for continued cooperation from Japan in the
more advanced industrial measurement equipment reqmred for private companies.

Further, the calibration service for measuring equipment is now offered only by
 the SIRIM headquarters, but is scheduled to be offered by the Penang branch as well in
1990.{Together with the above-mentioned testing and inspection facilities, it will be
necessary to establish and augment the infrastructure for calibration and measurements in
the local SIRIM branches.
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Fig. I1L. 5-16 SIRIM Standards Division Organization Chart 1989
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3. Outline of the Proposed Project
(1) Implementation of Comprehensive Survey for Promotion of Industrial
Standardization and Quality Control
1.) Objective of Survey
The objective of the survey is to prepare a master plan for the establishment and
spread of an industrial standardization system for improving the quality of Malaysia's
industrial products and thereby contributing to industrial development and export
promotion. '
2.) Main Items Surveyed _
{11  History and state of advancement of industrial standardization policies
- National standardization promotion organizations
: - Quality control promotion orgaxﬁiations
{2] Iﬁstofy of establishment of national standards
- State of standardization of product specifications
- Standardization of measurement, evaluation, and analysis methods etc.
- State of standardization of control methods
- Existence of standards regarding manufacturing processes
[3]  National foundation for promotion of standardization and quality control
- Education in standardization and quality control
- Promotion of standardization and quality control
[4]  Certification systems :
- State of operation of certification systems
[5]  State of national system of measurement
- State of national observance of standards
- Measurement and analysis organizations
- Measurement related organizations
6l Assessment of quality manufacturing capabilities of domestic industry
- General _
- Quality manufacturing capabilities in key industries
- Level of indigenous technology, control technology, and development
capabilities (separately for foreign capital companies and domestic capital
companies and for medium scale enterprises and small scale enterprises
eic.) _
{71  Survey of individual companies
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-~ 3.) Composition of Survey Mission . .
(1) The members envisioned for the survey mission are experts in the following;
Team leader |
~ Industrial development economy
Industrial development policy
Export promotion programme :
Small and mediwmn scale enterprises development
Company management
* Systems and promotion activities
Standards and standard systems
Standard and certification systems
Quality control _
Inspection systcm and institutional development

_h\—‘.—l’-—lhﬁ;—t'—ih—l}..l.—ﬁ'—d

it
o

Total

4.) Duration of the Survey
9-12 months

(2) Overseas training of SIRIM officers
1.) Officer in charge of:
- company standards 5 persons
- quality assurance 5 persons
- measurement 5 persons
- export inspection: 2 persons
Total 17 persons

2.) Training period - 2-3 months each
4. Areas in which Assistance from Overseas is Anticipated

(1) Implementation of a comprehensive survey by inviting experts from overseas
(2) Dispatch of SIRIM staff for overseas training
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