19/ 12/ 1998
" Cut -cost approach may not be good for bosses, workers in the long run'

Ham sah Ham d

MEASURES t aken by industries to cut cost across the board in response to
the econom ¢ downturn may place enpl oyers and workers on the losing end in
the |l ong run.

Prime Mnister Datuk Seri Dr Mahathir Mhanmad said the neasures are a
def ensi ve approach adopted by nost industries against the economc crisis.
"The approach will bring a loss in the long run as it will discourage

i ndustries to respond effectively to the changes resulted fromthe
econom c crisis," he said in his address at the Industrial Excellence
Award presentation cerenpony in Kual a Lunpur yesterday.

Al so present were International Trade and Industry M nister Datuk Seri
Raf i dah Azi z and Arab Mal aysia Merchant Bank chairman Tan Sri Aznman
Hashim who is the deputy chairman of the Industrial Excellence Award
Counci | .

Dr Mahathir also said that the duration of the economi c recovery process
depends on the action taken by the private sector and the industries.

He said the long-termand profitable approach that shoul d have been
adopted by industries is to increase the productivity, reduce the
processi ng cost, devel op nore processed materi als and ensure continuous
quality of the products.

Wth the growmth in efficiency of all aspects of production and
mar keting, the products will be nore conpetitive and of good quality, he
added.

Dr Mahathir, who is also First Finance Mnister, said the Governnent has
taken several neasures that are neccessary and appropriate to create a
conduci ve environment to stinulate the economic activities and grow h.

He said the positive results fromsuch neasures have begun to show, such
as the fall ininterest rate and the lifting up of the pressure on
liquidity in the banking system

The share market has begun to show an i nprovenent and sectors nost
affected by the financial crisis, such as autonotive and finance, have
regai ned their nmonentum he added.

"The Governnent is confident that this econom c recovery process can be
expanded and strengt hened.

"At this level, it is inportant for industries to adopt positive
attitude and take appropriate and effective actions in spearheading the
recovery process.

"\Wet her the recovery will be sooner or |ater depends on how soon the
private sector and industries can take action," he said.

The Prime Mnister advised the industries to equip thenselves in facing
the chal l enges of gl obalisation and trade |iberalisation, which wll
continue to be enphasi sed by the advanced countries in various foruns.

He said tariff protection is only tenporary and the nost effective way
to face the challenge is by practising global orientation in producing
goods and provi di ng services.

He noted that the influence and effect fromthe gl obalisation process
will penetrate into all aspects of trading and even local industries are
not spared fromthe process. This is because the opening up of markets
will involve tariff reduction and non-tariff elimnation in |ocal narket.

"Local producers should intensify their ability and production capacity
to face the open conpetition.

"If the size is an obstacle to boost their competitiveness, industries



shoul d take steps towards nerger, joint venture or smart partnership to
strengthen their conpetitive capacity,” he said.

Dr Mahathir also urged local industries to enphasise on total factor
productivity that can be achieved through restructuring and reconstruction
of managenent system enhancenent of skill and efficiency, adoption of
good nanagenent techni ques, specialisation, acquisition of new technol gy
and the use of information technology (IT).

"The ability to secure business opportunities through technology is the
mai n factor to maintain Malaysia's conpetitiveness. The Mil tinmedi a Super
Corridor will support |ocal conpanies in the use of IT in all aspects of
operations," he said.
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