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Budget 2003 to pronote FDI, new growt h areas

Ham sah Hamid

BUDGET 2003 is expected to include the two-pronged strategy of encouraging
domestic industries in new growth areas and enhanci ng Mal aysia's
attractiveness to foreign investors.

International Trade and Industry Mnister Datuk Seri Rafidah Aziz said
the mnistry has prepared nost of the recomendati ons for the Budget based
on feedback fromindustries.

Prime Mnister and Finance Mnister Datuk Seri Dr Mahathir Mhanad is
expected to present Budget 2003 on Septenber 20.

"As the Prime Mnister has noted, with keen conpetition for FDI, the
Government will fine-tune incentives to attract foreign direct investnent
(FDI'), and will also inprove governnment support mechanismto nmake Mal aysia
cost-conpetitive for foreign investors.

"At the same tinme, the Governnment will encourage donestic industries to
engage in new areas and export their products and services abroad,"”

Rafi dah said.

She was speaking to reporters in Petaling Jaya yesterday after
| aunchi ng Motorola Malaysia Sdn Bhd's flip-chip production line in
conjunction with the conmpany's 30th anniversary.

Dr Mahathir said on Tuesday that he will unveil new strategies to
attract FDI to Mal aysia in Budget 2003.

Speaki ng in Penang, he said the Governnent will nmake freight rates nore
conpetitive and goods handling nore efficient to support investors who
ship out their products from Ml aysi a.

Dr Mahathir also said the Government will identify new growh areas that
can contribute to econom c expansion

Meanwhi | e, Rafidah said the Government is considering additional
i ncentives for donmestic industries because of their potential to engage in
new areas.

"We are giving extra enphasis on donestic industries to generate enough
capacity to export their goods and services. This covers not only
machi nery and equi prent but al so other sectors involved in manufacturing
processes such as food, agriculture and resource-based."

Earlier in her speech, Rafidah said that three decades ago, Mal aysia
prioritised job opportunities for |ocals through the inflow of FDI

However, the country has undergone changes from | abour-intensive
production, fabrication and testing activities to state-of-the-art, fully-
aut omat ed manufacturing and the production of current generation
integrated circuits.

"In this context, the Governnent encourages nore investnments in R and D
(research and devel opnent) on materials |like ceramics, integrated circuits
packagi ng, upgradi ng of engi neering processing, marketing and supply chain
managenent , " she said.

Currently, there are 47 sem conductor projects in the country.

"The future trend in the sem conductor industry is to focus on R and D
and devel oprment of new products that are smaller, cost-effective and fast
SO0 as to ensure conpetitiveness," she added.

Raf i dah al so said that Mdttorola' s decision to transfer its flip-chip and
Quad Fl at Pack facilities from Hong Kong and Japan to Malaysia is not only
a testinony of its confidence in the capability of the | ocal managenent
but is also inline with the Governnent's objective of pronoting high-
technol ogy investnents, particularly those that strengthen | oca



supporting and ancillary industries |like the small- and nedi umsized
enterpri ses.

For the first half of this year, Ml aysia's exports of seni conductor
devices and integrated circuits totalled Rv32.09 billion.

Last year, the exports amounted to RMBO.5 billion, of which 26.16 per
cent went to Singapore, 17.54 per cent the US, 8.35 per cent Japan, 7.92
per cent Taiwan and 7.16 per cent Hong Kong.

"It was significant to note that in 2001, exports of the products to
Chi na increased 53.3 per cent from 2000 to reach RM.2 billion. In 1995,
exports to China were only RMLO7.14 nmillion," Rafidah said.
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