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TI ME

" MALAYSI A' S EXPERI ENCE | N | NDUSTRI ALl SATI ON!

During the colonial period Mlaysia, or rather

Mal aya, was the biggest producer of tin and rubber in
the world. There was hardly any manuf act uri ng
i ndustry. Practically all manufactured goods had to be
i mport ed.

2. After independence in 1957 the problem of
unenpl oyment becanme nore serious as the tin and rubber
i ndustries provided few job opportunities. The only
way to create jobs was to go into nmanufacturing.

3. But Mal aysi ans had no experience in nmanufacturing,
no technol ogy, no capital and no managenent know how or
marketing skills. In those days countries wishing to

industrialise had to depend on |ocal entrepreneurs
willing torisk the little capital they had and buy or
steal technol ogy or pay prohibitive royalty. There was
no way for them to produce and conpete in the
i nternational market.

4. Japan was about the only country whi ch
successfully industrialised on its owm. But Japan had
i ndi genous skills in various crafts and was fanmiliar
with metals. Mst countries, and certainly Ml aysia,
had no such background. Besides the colonial masters
ensured that we were limted to produci ng comodities.
Over tinme we believed that producing manufactured goods
required sone kind of extraordinary skills and even
some magi ¢ whi ch was beyond us.

5. But early after independence we realised that
unl ess we could create jobs for our people we would be
faced with serious social and political problens. W
woul d in fact becone poorer and poorer and be worse off
t han when we were col oni es.

6. The little industrialisation that we managed by
ourselves was in inmport substitute products. But what
we produced with our primtive factories were inferior
to inports and invariably cost nore. W had to inpose



high inport duties in order to protect our products.
Thi s only deprived our people of much needed
manuf act ured goods to inprove their standard of living.
Wages and incones could not rise, so that the |I|oca
market could not absorb local products in sufficient
volumes to increase production efficiency. There was
no way to export our inferior goods as they could
conpete neither in quality nor in price.

7. It seened that Ml aysia was dooned to remain a
producer of natural conmmodities and to remain backward
and poor. But we decided to change our mindset and to
invite foreigners to use Malaysia as an industrial base
for their products for the world nmarket. However we
were not too confident that our workers could naster
the skills of manufacturing.

8. At that time the Japanese were producing and
mar keting superior and cheap goods for world markets.
The Europeans with their high cost of |abour etc could
not conpete wth the Japanese. To lower their cost
they had to nmove to | ow | abour cost countries. And so
Mal aysia's offer of a cheap manufacturing base was
hesitantly accept ed.

9. To make manufacturing in Mal aysia nore attractive
the CGovernnent offered a ten years tax holiday during
which time there would be no corporate tax or tax on
products exported to foreign markets. Bur eaucratic
hassles were nminimsed and illegal gratification of any
kind was strictly dealt wth.

10. The foreign investors soon found that t he
skillful, |lowpaid and disciplined Ml aysi an work force
enabled them to reduce their cost and nmake their
product s conpetitive. The investnents i ncreased

trenendously and soon Mal aysi an exports of nmanufactured
goods exceeded exports of rubber, tin and even
petroleum Today 80 per cent of Ml aysia's exports are
made up of high-value electronic and el ectrical goods.

11. Initially Malaysia encouraged |[|abour intensive
i ndustries so as to reduce unenpl oynent. The policy
was so successful that today we have alnost two mllion
foreign workers, a | arge nunber of whomwork in foreign
manuf act uri ng conpani es.

12. But the benefits to Malaysia go beyond that.
Mal aysi ans acquired skills in manufacturing, in the
managenment of sophisticated manufacturing facilities
and systenms and in marketing. Soon |ocal conpanies
began to produce the conponent parts and finally
conpl ete products of Mal aysi an desi gns and brands. The
spin-off is not limted to the industries which were
i ntroduced by foreign investors. Malaysians began to
vent ure into many new industries as Mal aysi an
entrepreneurs feel nore confident in their owmn ability



and in the skills of the Ml aysian work force. Today
| ocal s produce a wide range of quality products which
are marketed worldw de. Few now question Malaysian
skills or the quality of Mal aysian products.

13. The CGovernnent plays a very big role in the
Mal aysi an industrialisation process. Industrial Master
Plans were drawn up to give direction to the overal
process. Certain industries are targeted and given
special incentives and help. Funds were set up and
banks are urged to be supportive of certain industries
during each plan period.

14. Marketing teans were sent out by the Government
headed by the Mnister of International Trade and
Industry to persuade foreign industrialists to invest
in Mlaysia. Mal aysi an entrepreneurs were put into
contact with foreign partners during these pronotiona
trips. As aresult there were many joint ventures.

15. For 100 per cent export oriented industries 100
per cent foreign ownership is allowed. |If the goods
are to be sold in the |ocal market the usual inport

duty has to be paid. Alternatively Ml aysians should
hol d shares in the conpany.

16. The Mal aysian Governnent is business friendly. W
practice the concept of Malaysia Incorporated in which

Mal aysian civil servants and political |eaders are
required to be as helpful to the private sector as
possi bl e. W recognise that the private sect or

whet her local or foreign is contributing to our
econom ¢ devel opnent. Besides many of them pay
corporate and other taxes and the nore profit they have
the nore taxes will the Governnent collect. And of
course the salaries of the Governnent servants are paid
from these taxes. |In fact even CGovernnment devel opnment

for the people cones fromthese taxes. So it pays for
us to help the conpanies make profits.

17. The result of this business friendly attitude of
the Governnment is that the country is able to attract a
ot of investnments, both local and foreign. And this
naturally contributes towards the industrialisation
process and the growmh of the GDP

18. But as you are aware industrialisation is not a
static process. Technol ogi es and products change very
qui ckly. Sone products have a shelf-life of only a few
nmont hs. Every now and again a radically new technol ogy
changes the industries conpletely. The advent of the
transi stor and the m crochi p changed production nethods
conpl etely maki ng robots and automati on possible. Wth
these changes new skills rmust be acquired by both the
wor kers and the engi neers.

19. Today Information Technology (I.T.) has totally



changed bot h the products and the met hods of
production. Instead of manually skilled | abour we now
need know edge workers.

20. Mal aysia decided to enbrace 1.T. because our
wor kers cannot get high wages fromthe old industries
and besides we no | onger have enough workers, having to
rely on a huge number of foreign workers.

21. W created the Multinedia Super Corridor (MSC), an
area neasuring 15Kmx50Km whi ch include the cities of
Kual a Lunpur, t he new administrative capital
Putrajaya, the new Cybercity and the Kuala Lunpur
International Airport. Wthin the M5SC new cyber | aws,
policies and practices, together with state of the art
conmuni cat i on infrastructure have been provi ded.
Speci al incentives for world class i nternationa
conpanies involve in |.T. and Miltinedia to |locate
their R&D, operations, content production, field
experiments and high tech manufacturing in the MSC have
resulted in considerable investnents. Local I.T.
conpanies also |locate thenselves in this Corridor
Interaction between | ocals and foreigners enabled a | ot
of knowl edge and technology to be absorbed, thus
enhanci ng Mal aysia industrial capability in I.T.

22. A Miltinedia University has been set up to train
t he know edge workers needed for the [I.T. firns
operating in the area. A large body of foreign

students have been admitted and the graduates can
expect good jobs anywhere since the demand for such
know edge workers is going to increase considerably.

23. Wth the MSC Milaysiais ready to face the
challenges of the |I.T. Age. Still Malaysia is not
fully industrialised although it is no | onger dependent
on agricultural or mning products. W are still a
devel oping country and with globalisation there is a
danger t hat we may | ose control over our
i ndustrialisation program

24. W have as you know recovered fromthe foreign
i nduced economic turmoil. W are very vigilant. Qur
experience in industrialisation has been very w de. I
think 1 can say we succeeded in our industrialisation
pl an. But | cannot say whether the next attack will
destroy us or not.
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