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RADI CAL CHANGES NEEDED UNDER 7TH MALAYSI A PLAN

By: M chael Raj

KUALA LUVMPUR, Feb 21 (Bernama) -- The Seventh Mal aysia Plan, the
roadmap for the country's conti nued devel opnent until the year 2000, nust
contain radical changes in strategy in order to cope with increasing
chal l enges i n the gl obal market pl ace, econoni sts here say.

Prime M nister Datuk Seri Dr Mahathir Mohamad will present the Pl an,
covering the period 1996-2000, in Parliament in April. The strategies,
programmes and projects contained in the blueprint will carry Ml aysi a
right up to the beginning of a new m ||l enium

A maj or change advocat ed was that Ml aysi a, whose econoni ¢ devel opnent
so far has been largely attributed to foreign direct investnent, must cut
this unmblical cord between now and the end of the decade.

Pivotal to such a change nust be a nore aggressive shift towards
hi gh-t echnol ogy and capital -i ntensive industries, and at the forefront of
this strategy should be the establishment of nmore hone-grown i ndustries.

Thi s woul d nean nurturing the Mal aysi an equi val ents of South Korea's
Sansung or Daewoo or Taiwan's Acer, in other words hi gh-technol ogy
Mal aysi an busi nesses whi ch are conpetitive globally.

Encik Al Alimlbrahim senior fellowat the Institute of Strategic and
International Studies (1SIS), said: "W need to rethink the way we do
things ... look global and not be confined to the donestic narket."

He added t hat al t hough manuf act ured products contributed 32 percent to
the Gross Donestic Product (GDP), indicating an industrial econony,
| arge-scal e hi gh technol ogi es were | acking, and this situation nust be
rectified through radi cal change

Citing the el ectronics sector, Al Alimsaid although it was the bi ggest
export sector, it still had a large inmport el ement, which was why Ml aysi a
needed to enhance val ue-added el ectroni cs products.

Thi s radi cal change, which incorporates such el enents as going into
downstreamactivities in a big way besi des pushi ng exports aggressively, is
"vital to our long-termsurvival", he said.

Al Alimconcurred with Dr Mahathir's views that Ml aysian i ndustries
now | acked critical mass, having only | ooked previously to t he home market
and bei ng unabl e to cope when demand shoots up

A cl assi c exanpl e, he said, was in the manufacture of the national car
where initial plans focused on making it a success donmestically, but it
qui ckly broke all records and was soon in great demand both i n Mal aysi a and
over seas.

The result was a long waiting period for frustrated woul d-be Proton
owners, a situation which nmust, and can, be avoi ded t hrough foresight and
by usi ng nodern t echnol ogy, incl uding possibly robotics, Al Al i madded.

He suggested t hat Perusahaan O onpbil Nasional (Proton) |ook to
detaching itself fromJapan and naeki ng conpl ete engi nes, its own chassis
and other parts locally, but stressed that the final result nust not
conprom se on quality.

Dr Mahat hir had al so stressed that |ocal industrialists nmust alter
their strategi es and nust | ook to producing on a big scale to achieve
econom es of scal e and thereafter | ook to marketing their products around
t he worl d.

Former banker and Treasury secretary-general Tan Sri Ranpon Navar at nam
said a major structural shift towards hi gh technology in the Seventh Pl an
is inevitable given the success of the fifth and sixth fove-year



devel oprment pl ans.

Thi s was evident fromthe country's full enpl oyment status, |leading to
a shortage of I abour and a rush of an estimated two million foreign workers
pouring into fill the gap.

He sai d t hese devel opnents were testinony of a successfully managed
economy. "But, we nmust not be conpl acent," Navarat namcauti oned, sayi ng
"Mal aysi an i ndustry nust be receptive to the necessary technol ogies or we
m ght | ose our place as the 18th largest trading nationinthe world."

He said the entire ganmut of economic activity needed to undergo
transformation and it nust be done fast, including the upgradi ng of service
i ndustries such as opening the banking and financial institutions to gl oba
conpetition.

However, he pointed out that in nmany areas, Ml aysi a | acked effici ency
because i ndustries did not apply conpetitive technol ogi es but rather
continued to depend on the governnment or were highly protected

Anot her inportant strategy towards firmy establishing an industri al
econony woul d be through the incorporation of a cluster-based econonic
devel opnent, which woul d formthe basis of the newlndustrial Master Plan
(I MP).

M nister of International Trade and | ndustry Datuk Seri Rafidah Aziz
said recently that the governnent woul d have to seek out the right types of
hi gh-technol ogy i ndustri es and persuade themto rel ocate or expand here.

Besides this, there would also be a need to | ook at the future
requi renents of sone industrial sub-sectors to ensure their continued
contributions to the overall econonic growh and devel opment of the
country.

She said there was also a need to identify new and strategic industries
that had the capacity to spawn the devel oprment of ancillary and supporting
i ndustries as well as enhance the country's technol ogi cal capabilities.

Al Alimsaid the Seventh Mal aysi an Pl an "was not about picking wi nners
but rather enphasising on our strong points such as fabrication of netal
products or steel products and taking full advantage of |arge scale
exports".

In fact, the pronmotion of exports woul d be an often-repeated phrase in
the Seventh Pl an as Mal aysi a was bent on reducing its bal ance of paynments
current account deficit, brought on mainly by the services deficit and
growi ng i nports.

Ef forts woul d al kso have to be focussed on reducing freight, shipping
and i nsurance charges, by devel opi ng | ocal shipping as well as the
rei nsurance sector, which was still struggling to shrug off foreign
dependence mainly due to heavy outlay, Al Alimsaid.

Educati on was anot her area i n which Mal aysi a pai d out massi ve amount s,
somet hi ng whi ch was now being partly rectified through tw nning progranmes
establ i shed by Mal aysi an institutions of higher learningwithtertiary
institutions overseas.

Navar at anamwent a step further by saying that Mal aysi a "cannot becone
technol ogi cal ly oriented unl ess we have the necessary education", and added
that the fewtechnical schools now available in the country were
i nsufficient,

" We nust have a strong dose of maths and science in the early
stages of education," he said.

Al Alimsaid the 1996-2000 period al so needed to further prod snall and
medi umscal e i ndustries (SMs), for as the backbone of the country's
i ndustrialisation process, they needed to play a nore neaningul role

This is where state governnents can play a vital role in giving
incentives in the formof rebates on industrial |and and providing
resources wile financial institutions nmust be forthcom ng in supporting



SMs to financially.

However, a better alternative would be for SMS to nerge and becone
bi gger operations, he said, adding that their devel opnent al so depended on
the mul tinati onal conpani es sourcing their needs fromthem

He | ament ed how despite many | ocal s SM s produci ng i nt er nedi at e goods
of high quality, sonme forei gn conpani es, especi ally Japanese firns based
here, preferred to source fromtheir hone countries, hence retarding the
devel opnent of the SMs and therefore many conti nue to struggl e.

Dr. PHS Lim the president of the Mal aysi an I nvestors' Associ ati on,
predi cted t he Mal aysi an econony woul d be able to grow at an average of 7.5
percent through the seventh plan period with alowinflation scenario.

He however stressed that another inportant criteria under the
devel oprent pl an was enphasi s on the environnment, with neasures to
safeguard air quality, limting pollution and recyling to be a nmajor
thrust.

No | ess inportant would be the continuing push to neet soci al
obj ectives such as | ow cost housing targets and bringi ng a hi gher standard
of living to the people, he said.

Al Alimsaid that in the final analysis, "Ml aysia nmust preservere to
create a self-contai ned econony, to the extent that we are able to export
our capital and technol ogy to other countries.

"W have the capability to lift Malaysia confidently into the ranks of
a highly successful industrial nation into the next nmlleniumand ful fil
the visions of 2020," he said. -- BERNAMA
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