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THE ROLT OF /MERIC.N BUSINESS IN MITAYST)

Speech by’Lg3g_;m;nkéﬁprAWﬂyﬁﬁugab;n_Mghama& De“uty Iri
Uinister and Minister of Trade and Ind dustry on 'The Role Of ‘merican
Business In Malaysia' held at the Hilton Hotel, Kunla Lumpur on Tuesdny

Zlst kMarch, 1976. gt 12.00 noon.

T would like, first of 11, tec- congrotulate you on the
formation of this ccuncil, and to thenk you for giving me the honour of
addressing you today. The Government welcomes an organisation such =s
yours; as it not only ropresents a confirmation and consolidsation of the
srowing smericen commercinl presence in Malaysia, but will also repreasent,
I hopey 2n avenue for dialogue an' closer contacts between iAmerican
businessmen and the Government of Melnysin,

Prior te my appointment to the Portfolic of Trade nnd

" Industry, I wns slready conalﬁerqbly involved in promoting investment

28 1 weas an? still am the Chairman of the Crbinet C«mmlttee on Iovestmene.
Thus, I had ~lready had contact with varicus menufncturers -n? businesar:

-2ven than -~ but one of the most ovtstanding of those experisnce wes

the trip T mede to the US early in 1977, when T met with »nd sddresser
v*rlﬁus groups of meriean trusinessren. I wos mest impresscd with the

gour and 81rcctnesQ which seemed to be the hallmork of ‘meric-n husine
Th t impressicn is still with me, and while I believe that M- loysin has
the “blllty to be receptive to 2 wide diversity «f business from »lnost
anywhere in the werld, I lock with special interest towards the U.S.'.,
because of my helief thnt there sre meny oprortunities for cleser ties
tetween us in the sphere of trade #nd investment.

* Close ties already oxist as we are both well aware. The
american commercisl rresence in Malaysis is considereble - T note thet
therc are cver 160 /merican firms, smbsidiaries -nd ~ffili-tes in Mnlryei-,
In terms of investment, over 90 projects have been ryrroved to Ante,
¢ither wholly owned by ‘mericnns or ns joint-ventures with Mrlrysinn.

Of fereipn investors in Mnlaysia, the U.S. in 1977 rnnked third, with
a total investment of over MJ190 million in conponies enjoying Ticneer
Status. However, therc are =lso a considerable number of fAmericon
prajects awarded other forms of tnx incentives, or opernting without
incentives, and the totel fifure of 11 these investments as at the
end of 1976 stood at over M238 million. American fnvestments rank
omeng: some of the country's larpest projects, or projects with » hirh
degree of technology. They cover a wide renpe of industries, the
majority however being electricsl, clectrenie ~nd chemicnl industries.
Jmerican investments hrve slse taken o leaﬂln role in the establishment
of export-oriented industries ir Malaysia.

The U.S. and Malaysia have Aalways enjoyed excellent trade
reloticns., OF grenter sispificonce perhaps isthe stendy incrense in
the velume of trade tetween the twe countries. Mnleysir's total trode
with the U.S. incrensed from %1,078 million in 1972 to 13,330 millicn
in 1976. Translated into percentore terms these fipures rerresent on
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the wverage about 14N hf quaySlﬂ' tetal externsl trode. . Meloveints
main experts to U.S5. ~t the romen® 'rn still the Ltr-sdnionel ihoos TH

rubber, tin, timber and paim oil, ”ether these items constitute

=5 much s 72% of M-laysin's tot=l exports to the U.S. Exports cf manufrctv -

waods, howewver, have boen insirnificont. Nevertheless, with a rapidly
expanding manufrcturing sector, partly processed n~nd meonufactured products
ars sssuming nn increcsingiy rsrecter role in the exports to the U.S5.0.
Here apgain, it is simifiesnt to note that according to statistics
released by the U.S. Government alout = year aro, Mrlnysia was desirnnted
as the larpest exporter of certnin types of semi-conductors te the U.S. 7.
Coneilering the fact thot-as late ns in 1972, Malaysia ¢did not heve even
one eXport—Jriented clectronics project, this is indeed an chieverment
that Malaysia is proud of.

Ferhaps the most sipgnificant endorsement of the notential in
growth and impartsance of the american commercial presence in Malnysin, v=s
the signing 20 years ago of an Investment Guarantee figreement hetween
Mnalnysia and the U.S.&. in 1959. The USA wes, in fact, the first country
with which Malnysia aonclude? =n Investment Guarantee Jpgreement
inducating that virtunlly 2 decndes ago, our two nations recognised the
common interest we shared in the field of industrisl conperation.

I hope that, that belief and thet spirit horn 20 years arc
stll] nrevalent, for we look townrds the USA even more today, not for
2il, but for fuller economic cocperation; for muturlly heneficel
investment csritel, for technoleogy nccess to woerld markets te help
us achieve devélopment targets.

is you are nll ~robably aware, our develorment targets are
embodied in 5 year plans, (thg current one being the Third Malaysina Tln-)
and in the New Zecnomic Policy. Despite the impressive development recor”
to our creﬂit since the implementaticn of the First Malaysia Ilon (1760 -
1970), an¢ the Second Malaysia Il-n (1971 - 1975), which have made M-lnysi
a,showple e of ecomomic develorment, we still have = long way to po o0
achieve cur targets. In taking = rcqllqtlc aparoech ond coming to srir
with these difficulties the Government has identified the followinge
. problem nreas -

(i) There is still a high rate of unemployment (arrroxim~tel-
7.0%) and under-employment, indic-tinr that employment
creation is simply not fast enough to cope with exransi n
of cur youthful l=bour force.

(i1) Although per copitn income is hipgh, poverty exists
emong lerge secticns ¢f the pe« ple, esre01°11y in less
developed ‘parts of Mnlaysin.

.
(iii) There is econcmic imbnlance betwedn people of differant
raci~l origins an? between regions in the country.

(iv) There exists » distinct identification of rece with
‘economic functions e.r. the Bumiputras with traditionnl
srriculture 2nd the non-Bumirutras with commerce and
1nrustr}. 4n illustroticn of this is the fact thnt in

A sample survey conducted in 1976, Bumirutrn crpitnl
formed only 13.9% of the totel called-up capitel of
industri=l projects implemented. In Mrleoysin, with =
multirnacial scciety these economic imbalances hrve
added sipnificonce in tae context of Pu1l¢1ng ~ united
nation from the varicus races.. Unemployment . ~nd
voverty which afiect all rrces »n? historic identificnti-
of the various rnces with separate econcmic functions,
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are incompatlble w1th natlonal unlty. fumerlcans

should appreciate this problem better" than others -

ATSERIN : as. you have a'similar problem and are- tackllng it

R A .+ the same way we doi.e. throuph afflrmﬁtive actlon
' ' 'and race/sex pricrities,

(v) - Our continued dependence on exports of prlmary
' © - commodities and the need mot only:to dlver51fy our-
" agricultural- base, but also to launch 1nto a masslve
-vprogramme of 1ndustr1al deVelopment.v N
It was w1th these considerations in mlnd that the Government
41ntroduced the, New Economic- Policy which represents a new: strategy whereby
'natzonal prlorltles have been re-arranged. In essence, the strategy was
»-1ncorporated in the objectives of the Second Malaysia Plan, which I
referred to earlier, and has been further reinforced in' the current Third
Malaysia Plan. A noteworthy feature of the N.E.P. is that its application
will be within the context of an expanding economy which offers increasing
opportunities for all, as well as addltlonal resources for development.,
In thls context the len seeks‘-

(1) To eradlcate'poverty through the creetion.of'mone':
employment opportunities and increasing the ‘income
of the lowest earning‘grdupg» A o ; T

(ii) To reduce economic imbalance between races and
: regions.

I wish to re~empha51ze that these ‘objectives are not to be achieved by
"taklng away from Peter to .pay Faul'. Houéver, as with the Bakke'case
in California, a certain degree of resentment cannot be ‘avoided. . What
must be remembered is that without the N.E.F. the resentment would still-
be there, except it would be frcm the other party.



3 , The Thlrd MalaySIa Plan has targeted for an overall annual
‘economic growth of 8.5%. The basis of this expansion is exports which’
‘account for about half of our ‘GNP.:.Exports in-the manufacturing sector
are expected to average an gnnual growth of 19, 9% i,e. from M$2,000.

miX¥lion in 1971 to M$5, 000 million by 1980, At the same time 743 000

‘negw_jobs: are expected to be created. A large part of the new jobs will
comé fromi the manufacturing sector (to be ‘exact 170,000 jobs). Per

" capita real income is expected to- increase. from $1, 775 in 1975 to

' ”M$2 800 by 1980 (at current prlces) .

The manufacturlnp sector has clearly been de51gnated a
strateglc roleunder the Third Malaysia Flan, Mslaysia's unemployment
problem ‘can be appreciated if one realises that if by the end of 1980

‘we “succeed in creating 743,000 new jobs our rate of unemployment in
1980 will continue to be at a high rate of 6.1%. - The importaat role of
the manufacturlng sector can also be appreciated when we note that this

 seéctor is’expected to contribute 31.5% of the total increase in Gross

"Domestic- Product during the Third Malaysle Plan -and that it will become
by 1990 the largest sector in the economy. Rk

‘The largest and most ambltlous programme for investment both
Cin the publlc and private sectors are set out under the Third Malaysia
Plan. A total of M$hk.2 billion needs to be mobilised for investment
will amount ‘to M$17.4 billion while private investment is targeted at
M$26.8 billion., Of this $10 billion is expected to be generated by the
anufacturlng sector, with forelgn 1nvestment accountlnp for %3 - 45 .

":!vallllon of the $10 bllllon.
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the principal source of capital formatien the private sector is now
belng called aupon to .provide the wajor source of invesiments under

the Th1rd Malaysla Pl"n.y This . has to be-so as our economic system is
ba81cally one of free private ontecrrlsc and therefore a very significant

. force in thq economic dcveropmanu oi th e,countrj will continue to be

" the private sector.
Y

‘

1

This brlng me. -to *he rrcdl point. of this address - the role

of Amerlcan business in Ma]ay8ﬂa,: Whille we accept that you are here to do

2i_bu81ness and. make a prefit, while we wecogniss that businessmen do not

invest for charltable or even . arLrulouac reasons,; we would be less than -
honest if we do nét admit that we expect 1o reap equal benefits from your
activities. " We are not Jooh1n5 mercly at the. geperal benefits to our
o country conSequent upon increased economic. activities.. We would like to
~.see. also that American bu31he s help us achieve the goals of..our-.social
'restructurlng. In other words we see a role for you.in attaining. the
targets of; the N.E. Toyia role which ig boch 1eprtwmate and commensurate
. with the return on your 1nveutmen& .
Ve are véry erioﬁ& bout Qur 50c131 rcstrucrurrnp Just as
1 hope you are serious about your redressal of the inequities:within
American society. We would not like to see American businessmcn  like
Mrs ecscspessss who, finding hemself the. loser after r treating our policy
as mere w1ndow-dres%4ng tries, tQ;SﬂbOtﬂPP our 1nvpstment efforts by
publlclslng his frustrations in ;rf rican Aaw~papozou I would like to
reemphasise that we uxnect and we have %, wight tc expect,; as much
benefit from your, business in. uhmshﬁghnyrd as.you yourself have a right
to expect. ' ‘ g :
. . Now. if the general aspeste of our expectations of. your role
kare understoed I would llkd vo refer to, in, morse, upe01flc terms,; the
areas where we look forwarq to vour COOpnraEICQE', R
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By. helping us. io i;p’auﬂe US 4ir vcsthucs in Malaysia.

T note with ploasure tiat among t“e stated objectives
of the American: Busingss Council.is that the Council

-will provide; 1nformat;on and- ab51stance X0, American firms

interested in investing in wﬂlave?d. If you fulfil aust
this one cbjective, . you will already be helping us -
towards fulfiliing ours. I believe: that on the' whole,

barring, minox problems, Ame"1can investors are more

- than satisfied with what. Lhey have found in Malaysia,
- In fact some of. the strongest endorsement we have had

about our inves +menc policies and strategies are’ from
American investors wich long experience in Malays1a.
The willingly and vo luntarily. speak at our investment
conferences abroad. Thereiore if you are happy with
what .you have. found in. Mala351a9 I would ask .you. to
spread the word for us, for the”e is still a tremendous

'potential for Amellcan 1nvea+ment in thlsxcountry.

_Another 1mportdnt ared where pos1t1ve actlon from,the
- American. Business Counc11 would. be. welcome is. in the

arca of correcting; mzsconvenulong .-and’ misrepresentations
that are publichcd in the internaticnal media, and

- especially Americau. media. . Bud, news: about others may

.. make good cony for ﬁmeflcan pape I8 (and- other: papers

. too), but they do, ﬂOLh)ng pood for us;in Malaysia. or in
", the flnal analvuls fow Amerlc@n buulnesso

‘». ‘o

I woul ]1LP to see. J'hn Am°rlcan buﬁlness Coun01l

itahlnp poultlve cep to. rebuut oUCh mlsrepresentatlon.

I will request FIDA to refar such news reports to you in

4



(iii) Americaon businessmen con also hely us fulfil
our objective of increasing Mnleoysian, and in this
centéxt especially, Bumiputra prrticipation in the
monufacturing sector. 45 I stated éarlier, this
is not to be fulfilled by disinvestment, but in
the context of rrowth. ‘ ’

Howéverf we fully understend and acknowledge that investors
are frequently confronted with the problems of securing Bumiputra
particiration. I must emphasize here that the implementation of the
'reserved shares' is flexible and no projects have heen or will be
prevented from being implemented simply because they cannot fulfil this
condition. In kéeping with this flexibility, compliance of the "reserves
shares" condition will be deferred if the compeny concerned fails to
obtain suitable bumiputra parties to purchase such equity shares despite
renuine efforts. In any case we have institutions which are given the
status of Bumiputra for this purpose. The 'reserved' shares need not
be issued at 'par value' under circumstances. The shares may be issued
at a market price to be mutually agreed upcn. '

With regard to staffing I am sure you appreciate thé need not
deny Malaysians the jobs they are capable of filling. In many instances
they are not only cheaper but also more skillful.

(iv)  Another area where your cooperation will be much
appreciated is that of building up the level of
technical skill for our workers. American technolopicnl
exrertise, acknowledged to be among the best in the
world, can contribute much towards creating n pool.
of skilled, technically sophisticnted workers in
Malaysia. We would like to see more comprehensive
‘training programmes for Malaysian workers and more °
opportunities for them to get further training in
your headquarters mnd other facilities abroad.

[ 4
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I realise that there are obstacles for both os us in the course
I have indicated. Some are made in Malaysia and some are of American
manufacture. Iresident Carter's proposal on foreipn tax deferral for
example is not going to help enccurage much investment abroad by Americnan
corperations.

By their very nature are meant to be overcome. Life would
be very dull indeed if the passapge through it is uniformly smooth.
Je should almost welcome the obstacles so that we may overcome them.

. We will help you overcome Malaysian obstacles., Ls to American obstacles
we would like to assure you that we do not for one moment prpose to
compete with the US for industry. We would like to see our respective
economies complement each other. All we ask is that Malaysia be allowed
to concentrate on those industries where we have comparatively an
obvious and natural adwantage e.g. the agro and resource-based industies,
the labour-intensive industries, and any industry in fact in which
imerican manufacturers are facing difficulties in 1ntern1t10n“1 markets
due to cost and other factors,

.
" Thus I believe investment in Malaysia will continue to be
an attractive and worthwhile prospect - we just need more people to
recopnlse this fact! Towards this end 1, we will continue our efforts,
and in the latter part of this year we intend tc send both trade snd
investment missions to the USA, To underline cur interest in US investment,
I will lead the investment mission to the USA myself.
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L .I lock {prward in the future to hearing about the role
thnt the ‘merican Business Council plays. You can he sure that I will
mrintsin 2 keen interest in your prcgress. Finally, I would like to
assure you of the Government's support for your activities which will
bring about closer and even more harmonious relaticnship between
dmerican Businesgmen and the Government of Mnlaysia. '

Thank‘you,

KU, L. LUMIUR,
.20hb, Mac, 1978 (dikeluarkan pada pukul 8.00 malam)
h/bm : . . . -
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