21/ 03/ 2001
" SMET cl ose-down due to unprofitability'

Ham sah Ham d

ARMS meker SME Technol ogi es Sdn Bhd (SMET), which laid off 202 workers

| ast nonth, has closed shop as it was not maki ng noney due to its limted
mar ket .

Prime Mnister Datuk Seri Dr Mahathir Mhanad said in the arnms business,
the manufacturers export their products but SVET was not able to do so.

"W have to market the products overseas ... but we have not been able
to sell our arnms to other countries.

"And we are not in that business anyway," he told a news conference
after opening "Integrity In Business - The Way Forward" sem nar in Kual a
Lunpur yest erday.

Dr Mahathir was asked to comment on the closure of SMET, which had been
producing Styer rifles and ot her defence and engi neering equi pnent since
1991.

SMET is a subsidiary of SME I ndustries Sdn Bhd (SMElI), which is owned by
the Governnent through Khazanah Nasi onal Bhd.

The conpany had to lay off 202 of its workers in January and February
when it ceased operations due to the term nation of the RM350 mIlion
contract for 106,000 Steyr guns by the Defence Mnistry.

Asked about former SMET workers who questioned the managenent's nmove in
mnndlng up the conpany while it was maki ng noney, Dr Mahathir said,

"No, it was not naki ng noney. W buy the arns which we oursel ves produce
but until when can we continue buyi ng?"

The Governnent ventured into arnms nmanufacturing to acquire the
experience and skills, he added.

The Prime M nister said the skills the workers acquired could be
utilised by other manufacturing sectors as theirs were not specifically
based on weaponry.

"W will try to absorb theminto some other manufacturing activities ..
their skills can be used in the engineering sector," he said.

He was confident that the Government will be able to find jobs for
SMET's fornmer workers even if it was not at the SMEl subsidiaries.

Two of the SMElI's subsidiaries - SME Aerospace and SME Ordnance - are in
t he busi ness of producing aircraft conmponents and ammuniti on,
respectively.

The workers, led by its union president Mbhamad Hassan O hman, believed
there was a "hi dden agenda"” behind the managenent's nove as they said the
conmpany was profitable and had good expansi on prospects.

According to the union, the main reason for the closure of the factory
was to enable SMVEI to invest SMET's profits to devel op SVEI's aerospace
sector.

Meanwhi | e, Dr Mahathir also said the US econom ¢ sl owdown woul d result
in retrenchments by conpanies that exported their products to the country.

"W believe that the downturn in the US will have an inpact on Ml aysi a
because 18 per cent of our exports go to the US

"Now that the US does not buy (rmuch of) our electronics products, a few
conpani es, especially the foreign ones, have to lay off workers or cl ose
shop, " he said.

However, he said the laid off workers would be able to find other jobs
as the country's full enpl oynment situation offered nany job opportunities.
A country is seen as having full enploynent when the unenpl oynent rate
is below 4 per cent. Ml aysia's unenploynent rate is between 2.5 and 3 per



cent.
"We had full enploynment even during the econonic crisis,” he noted.

"W have nearly 2 million foreign workers and our responsibility is nore
to our local workers, and if we find that the [ocal workers can't find
jobs, we will have to deport foreign workers," he added.

US- based di sk-drive maker Seagate Industries had recently announced the
closure of one of its facilities in Prai; a nove which will affect 4,000

wor ker s.
( END)
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