18/ 03/ 1997
Dr M Gve large-scale industries a chance to establish businesses

Ashraf Abdul I ah

KUANTAN, Mon. - Prine Mnister Datuk Seri Dr Mahathir Mhanmad today told
State Governnents to adopt lateral thinking and forgo early profits from
| arge-scal e industries for a nore permanent future benefit.

He said State Governments should not be too eager to collect |and
prem uns and i npose strict conditions on investors even before their
projects were set up as this would scare potential investors away.

He said | arge-scale industries should be given a chance to establish
their busi nesses before being burdened with financial conmtnents.

Speaking to reporters after the sinultaneous | aunching of Ml aysi a
El ectric Corporation Bhd and the RW billion MEC City project in Ganbang,
about 25km fromhere, he said it was vital for State Governments not to
i mpose too many conditions such as high |land prem uns and speci al
privileges on | ocals.

"Conditions, in addition to those set by the Federal Governnent, wll
result in | esser investnment and revenue," he said.

In this regard, Dr Mahathir praised the Pahang Governnent for allow ng
the MEC City project to be set up on 1,200 hectares of State |and on a
devel op- now pay- 1 at er basi s.

Model | ed after the "cluster concept”, MEC City will conceive and devel op
100 per cent made-in- Mal aysi a products.

Kual a Lunpur Industries Hol dings Bhd has a 70 per cent stake while the
ot her 30 per cent is held by Khazanah Hol di ngs Bhd.

The MEC City conprises the right fusion of people, ideas and
infrastructure to produce high quality, state-of-the-art electrical
appl i ances for the donestic, regional and international markets.

MEC City, the first of its kind in Southeast Asia, is neant to
accommodat e a popul ati on of over 50,000, enconpasses a manufacturing core,
support services centres, research and devel opnent and training centres,
conmerci al centre and sub-centres, residential and social zones as well as
recreation and parkl and zones.

Earlier in his speech, Dr Mahathir said the Government would continue to
encourage the setting up of large-scale industries.

This, he said, was because only products nade by | arge-scal e industries
coul d penetrate the world market.

"It is inpossible for small industries to achi eve econom es of scal e as
they will be unable to produce enough supply for the global narket,
provi de special allocation for research and devel opnent, produce a variety
of goods and set up their marketing networks worl dw de."

Dr Mahathir said the setting up of the MEC Gty by MEC Bhd was in |ine
with Governnent's aspiration for |ocal conpanies to produce electrical and
el ectroni c goods on a | arge scal e.

The Prime Mnister also said it was tine for Ml aysians to have nore
faith in locally produced goods as they were as good as those nmanufactured
by sorme nultinational firns.

"Ml aysi ans t hensel ves are not willing to accept locally nmade el ectrica
and el ectroni c goods as they feared that they were of poor quality.

"However, nost of the goods which carry foreign brand nanmes are nade by
| ocal conpani es through contracts. There are al so | ocal conpani es whi ch
have taken over these foreign conpani es and are produci ng the goods with
foreign brand nanes," he said, adding that such goods were well-received
by Mal aysi ans who had the inpression that they were not designed and



manuf actured i n Mal aysi a.

Dr Mahathir said there was al so a general m sconception that electrica
and el ectroni c products made in Mal aysi a woul d not be accepted by
foreigners.

"It is time for Mal aysians to have nore confidence in thenmselves. In
fact, our products are as good as those inported,” he said, adding that
the quality of Ml aysian products were accepted by forei gners who were
willing to buy and use t hem

Dr Mahathir al so pointed out the inportance of research and devel opnent
for the electrical and el ectronics industries.

"It is easy for electrical goods to be out of date. Therefore, new
i nnovati ons to upgrade the products should be constantly sought after
getting feedback from consuners.

"Serious attention should al so be given to quality."

Dr Mahathir said the noney spent on R&D shoul d not be seen as a waste
because it was an inportant el enent which ensured that the industry would
remain alive and the goods, conpetitive.

He al so praised MEC for being the first conpany to enter into |arge-
scal e production of electrical appliances.

He said it would not only inprove the standard of living of the people
but al so provi de busi ness opportunities for small and nedi um scal e
entrepreneurs such as the supply of conponents.

Dr Mahathir said he was confident that |arge industries in Ml aysia had
the ability to conpete with multinationals.

"The smal | er busi nessnmen, instead of setting up backyard industri es,
coul d buy shares in these conpanies."

Asked whet her these | arge-scale industries would be given incentives, Dr
Mahat hi r sai d:

"There is no incentive necessary other than government support. If we
keep thinking of incentives before venturing into business, we will not be
able to start any busi ness.

"What we can do to help, we will help. But this does not necessarily
mean gi ving incentives. Incentive neans taking away government tax and
giving it to the conpany and then calling it conpany profit."

The MEC City to be devel oped on a "cluster concept” features a practica
and efficient design capitalising on logistical synergy where al
auxiliary manufacturing activities have direct access to the manufacturing
core.

The manufacturing core, which conprises nore than 20 main factories, is
set to produce a wide range of electrical appliances, including hone and
kitchen el ectroni c goods, tel econmmunications and i nformati on systens as
wel | as audi o-vi sual equi prent .

I ndustries expected to provide services to MEC manufacturing core anong
others will include those of electrical and el ectroni c conponents,
hardware and industrial tools, metal materials and fabrication,

i nfrastructure and engi neering services, |ight and heavy nachi nery,
mat eri al - handl i ng equi pnrent and packing materi al s.

Al so present were Dr Mahathir's wife Datin Seri Dr Siti Hasmah Mohaned
Ali, Menteri Besar Tan Sri Mhanmad Khalil Yaakob, MEC Bhd president Datuk
Seri Teong Teck Lee, Mnisters, Deputy Mnisters and State executive
council | ors.
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