17 AUG 1996
Mahat hi r - Pal noi
EVMBARK ON DOWNSTREAM ACTI VI TIES, PALM A L | NDUSTRY TOLD

BANG , Aug 17 (Bername) -- Prine Mnister Datuk Seri Dr Mahathir

Mohamad said today that the palmoil industry should enbark on downstream
activities.
He said that the manufacture of goods using palmoil, a traditiona

export commodity, woul d generate even higher incone for the country.

Such ventures would be in line with Malaysia's aspirations to be an
industrialised nation, he said when openi ng the Advanced O eochem ca
Technol ogy Centre (AOTC) at the Palm Q| Research Institute of Ml aysia
(Porim here.

Al so present was Primary I ndustries Mnister Datuk Seri Dr Li mKeng
Yai k.

Dr Mahathir said that at present, downstreamactivities were only
focused on the production of basic ol eochenmicals like fatty acid, nethylene
and gl yceri ne.

He said that there were now 15 ol eochem cal factories produci ng 740, 000
tonnes of basic ol eocheni cal s.

The Prime M nister said that some 90 per cent of the ol eochenicals were
exported to industrialised nations like the United States, Wstern Europe
and Japan for downstream processi ng.

The fini shed products were then inported at prices which were severa
times higher than the price of the basic ol eochenicals which were exported
he added.

"What is actually happening is that the downstream processing is
undertaken in the inporting countries which are able to generate and enj oy
the benefits derived fromthe value of the val ue-added products,” he said.

Dr Mahathir said: "It is high tinme that we oursel ves produce the
finished products in the country.™

He said that since Malaysia was in the threshold of an
i ndustrialisation era, the country's palmoil industry should concentrate
on downstreamactivities as it would be nore profitable.

This woul d enable Malaysia to maintain its position by maximsing its
revenue fromthe palmoil industry,"” he said.

Dr Mahathir also said that the use of palmoil should be further
intensified in the non-food industries.

He was confident that Ml aysia had the capability to change the
structure of the palmoil industry fromone which was agricul tural or
traditional to one which was nore nodern and sophi sti cat ed.

He said that the future was bright for the successful setting up of an
ol eochemni cal industry because of the abundant raw materials and hugh mar ket
and hi gh demand for its finished products.

"I'n fact, we have identified the ol eochem cal sector as being the
catalyst for the growth of the palmoil industry in the country," he said.

Dr Mahathir said that the palmoil industry would be given nore
enphasi s under the second Mal aysian Master Plan (I MP) to be | aunched soon

"The second | MP, based on the clustering concept, could use the
ol eochem cal sector as a cluster which should be suitable for devel opnent
of activities like those in the fanous Silicon Valley," he said.

Dr Mahathir said that with the success of the ol eochenical industry,
the status of the palmoil would no | onger be known as a commodity to be
conpared with soya oil as a cooking oil

Instead, it would be known as an ol eochem cal, |ike petrol eumwhich was



used to produce various consuner products, he said.

"At present, Ml aysia has energed as the third bi ggest basic
ol eochemical producer in the world and accounts for 20 per cent of world
supply,” he said.

He al so said that investnents in the ol eochemical industry had reached
RML.5 billion with foreign conpani es hol ding 54 per cent stake.

Dr Mahathir said that operators of small and nmedi umi ndustries shoul d
be involved in the industry.

The Prime Mnister later visited the AOTC | ab and exhi bition centre
AOTC is the first ol eochemical research and devel opment centre in Ml aysi a,
conducting studi es on pal mol eochem cal. -- BERNAVA
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