
CI{AHIER II

}f;YSLCH.IN']T CF Ii:1XJ$TRIE$ AiiI THg FIVS-IT]JIR PLA}.TS

Fl f s t {i gt'.-lric:in l]" ry
The reel starting paint of industrialisatlon in

l.',al-iiya ln '*ii:icir e cefj"nite piof;f{:ii.in€ 1'IF.s pr*pared far it
c*rrld b* f*i;nr] in the developnent p1r,.ns of 1956-eO enC the
present Seco::d Five*Xear F1an.

The First Fi.r'e-Year Flan for t'he Federation of
Lf n1 r-rn t.'a c- rdnniori i n Or:i-.nlrtrr- I Cl.lA f^n tlrr: f efiOd endingI-I.ICr /fit l\(-:' suL.rl;VUu LL- v'U rL,v-Jr t l-'uvt tVI v..v l./vl +\-"4 'erru*f rb

31st Fecexb*r, iss*. The si;r.if i-ee-rree placed cn ihe
de'o'elcpnent of iniustry is reflecieci ir the altci:nt of
allocation of publie invesir*ent in this sector. Out of a
total pub,lic i-nvestnent of :;iirOC? nrlliion only lilz.1
nlllion 1,;as oirectli- allcceteC tc iaiustry t';hich is only
L.Zfi of the total public expeniliture. And of thls S1?.1
nillion ilil".l- raiilion i,ient to site developnent. lhis amc',rnt
spent on industry is like e tiny urop of water dripping on
the pleascnt 1erni, Holreverr the lndlreet effects of the
publie e;rpenni.tt-:"re on industry in the following sectors:
transport, connunieations, utillties and the social- services
ere imporiant as they coniribute to t'he preparation of the
economic envirori.:nent fcr the development of industries,
The anount of flOfS.s nillicn spent 1n these four sectors is
about 65 , 4fr of th e total expencli ture '

The gronth of industry in this perlod rvheng
rtl'ieasured .-n ternrs of horse poitrsy. the nurnber of rnachlnes
and other insta.llations in manufacturing gstablishments
more. than doutrleC betl+een 1955 and 1959,rrr It was further
estfunateC that gross fixed int'estrnent in n:anufaeturing
amounted to Sen rnillton or about 14 per cent of total
private investment.

The preperaticn of the Petaling Jaya inCustrial
estate r*'ith developed industrial sttes having access to
such basic utilliies as; roadsr r*ater, electrieity and
telecor,inuniceiions proved to be & great iirfluence in
attracting lndustrlal tRvestment" i'fore than L5C faetory

l$u* Federation of l1alaYa,
i9E:1"-i?6E, Goverruaent Printerl K,L. I

,$eeend Fj.ge-Year Flgft
1961r F.3

&5-



l.::i.,li,:.
I ..!t: :.: i:;:::

:i-!iiJ
li:i I .:,,:

,.;.,;1.1.
:::i::i:

: r.::j:'

a:a::':tj',,ir{ii Iitr.i i'

!::: i:
::i::- ,

:=
,iii:r:i'
: il'r:
: ir::::::'.:

.;:;
a,

1: ii

lots 1{ere scld eJiei al}out 8* factcries staried i)roducticr:.?
Anot):cr fe*t::r* ii';:'ing th* Iiivr:*Y**r Flan \.ias the

passing cf ti':e I'i{:neer il:,-irr:;lri*: (;iet: ef f r*n Incc,rnc T;:.:<)
cri inance, 195*, Ti:is +rd-i,n*n** pl'r::r:id €d slrbstantial. iax
incenilrtes* Prciiis ajl en.ie:,p:'lsrcs; rr:i:ich qui:lify as
It uioneel:tl ind us tr j"*s a.re e:q*r*"i-:t en f r.cn inccne t:r:: r-nn .,i n cu

f rn,'r: 6 5crlocl r1' t'c ti -ri;r; -lr;;;= 
ci e penci inE o""l1-"";;"'rfrt

^f ^')'1i ' -'.'l ill'rtcs';nr'ni ni,i.l c. I:t t]-c lrnt'i nrl rlnrrrnrr .,r'i - 55\.,t \'^,r+ (,.',r trii-'J,L} J;:::tlv .tlir..r rJ. r:l L--!_ ,.(-.1 lL/\l \.LJJIvulJ;vu, JJ

firns t'.ith a e*i"1.*tt*ni-: ci:{}it*l *f nb*i:t $:;g n:il1ian c.nd
Ffceuein::i 23l lrouucts ha,.d hocn i'.;arriec rionr;cr stattls.
Ab*nt 35 cf ii:ese r:nits startcrr cr**uctian bef*re the enC0f the First Ftan perl*dr

The total- nu:nber cf \',.oikers enploy*,* in ihe tlanu*faciuring sector iv'fl.$ rnughly estj-na*'eci at 14sriilil in ig6c
ccn:parer"i l"tith about 133-CIi;i) in 1955 or en increase of aboi:to Yrr'?i n.=nt 'iurini the Fl an periou. Fieures f or tjre iotalvv5.v

rnsJiuf€r.cti-lring L)utprit ,,,Ier* rroi, available, but it ves es'Linarlerithat the inereese r.,i.1,{ +b*;:t t"* F€r i:*nt'to ?b Fer cent. The
re.te. of gro-*ih for biscuits, sof !; dri.nks, cenen't. wooc-
working and light en6ineering ind.ustries'were thi; ncst rao:.d.
Segcpd Fivg*kqr P1an. }961-W6s

The second Five-Year plan reeognises the naJor
econonic problens r+hich 1t has to face. -These are raainiy
centred rcund the prcblems of population and the riorsj..dLct
eeonornic growth of l'{alaya,

Firstlrr the population is expeeteci to increaseby more than a rnillion persons ciuring the SeconC F'ian perioC,
There ls an estinated nirslber of 3.'l0rCC0 nei\r e:rtrai:ts tc thelabour fcrce. ?he rate of population grol:th is ai nc:e than5 per cent a year.

There ls a further problern of ihe rural popul.aticn
whieh have over 60 per cent llving in nepresse,c situitlonand land hunger. Under ernployraen{ anri unenpl-oyr:ieni is vide-
spread,

seeondlx: there ts the ttover*specia.rization ano anexcesstvg dependence of the econoay on a sinrile uroduct-rubber.trs nuuuer 
-accounts for orrer ;; p*i-"5ii ;;";;; "-

national inecne, nearly 30 per cent of impioyxent, and aboutq? pgr cent of exports. rt-ls extrenely "suniiiive to uricefluctuations .anC tc, the teehnnl nsi ^al ,11.t",";;;,
tle fUbbef . 

u .?nc EO tne upu,,r..:"Lrrvgeuel deVeiOpnent of synthe_

tLb"la. 
1 p. 4,

z".Lbld., p'15.
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fht: broeu ohjectives *f the Flan are la.j"d cloi,.n to
tecli]-e the abr:tre probiemst

(1) ti"re rurel pcpul.ltian is tn be pro'riue6 r,rlth
facilities *-nd oi]f'ortunities to imprcrre l"ts
level-s of ecc,non:ic an,* s*ciel vell being..

(e) The inci'e*s* q:f ih* eo'.intryr s pop,ulaticn af
t:orkinf, af;c i,y ;:**ut 1,* p*r' cent uuring the Plan
peri*d, is ta he ;-;:.cvidcci 'n'itti enplcirient"
(g) The per-cn;:ita nut;:,*t *f the econo:ny i.s to
be r*ised-*n,i the per-*t;pit* l-ivin,g stenhard,s is
to be proi**teti cisainst ths *itverse effects of a
Fossible **cl-in* in ru'i;be:' prlces.

t+) The dlversific*.tion of the l,ialayen eccnany
ln agriclrlture s;:d inuustrial_ expansion is tc be
Fnnairt r-n oori

(n) The soclal anenliies such as educaiion,
publlc lrealth and housl"ng are to be irnpro"red and
expand ed.

It ts to be noted that lndusirtal expansion ln
the long-term rroffe"rs perhaps the greatest prainlsefor sus-
tained deyelopnent ano dtversification of tl:e Irederation
ec onony . tf +

To a0hieve these obJectives relateC to industrlal-i-
satlon the allocation of public investnent planned for the
lndustry sector l.lill be examined. The anount is inore than
tr+lce the arnount actually spent ln the Flrst Pl,en but not
even twlce the arnount planned for durir:g the sarie perioi.
Out of a total plan target of SZ:l$e nitl_lon, orJ-y-.$aZmililon:.s tc be al-located to industry as ccrirpared "*ith the
pran target of 5,}15.8 mill-lon in the First Pl-an. This anountof '$ar million is about 1.3 per cent of the totai plarurednr,l.'lJn inrrastnent r,"'hiCh is eqUivalent to the pefeentage4*M l

aci:,ually spent ln the First F1an. Fron this iigure, it rs11l-
seei{ vety lnccngruous to expect industrial expansion to offer
v_e!y gl?a! pronises r,rhen the big drive ls not in tndusiry arall" rt is very lnteresting tc note thai hheelurieht saysthat rf incustry is really triiated as a crncerelia"5"in th;)plan, Even then nore ihan one third cf the $af nrillion goes
to rural tndustry, A figure of {}t.s rnlllion in eontrasi to

4lhld., p.16.
5S** E.L. l,jheelnright, rrRefleettons

Problems of lnd ustrial Pgy"r-qpment . in llalay&'r,
on Some
X!elgEa&

p,6?.S.egnorctc Rpviewr VoL. VIII, Nb.l, April tSOf ,
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the Flrst Fl;rn t*rget cf ,,1'1+ mill"lon is clirected to sit;*
Cevelapnent. There is ns ci*ubt tl:i.it putilic expeniiturc on
indgstrial developntnt iias e t:{-}t'/ l$!i pri.*rity in the p1an.

To off*qet this p€s$ini:rtic picti:re of the little
dlrect ei* €ive* tc- inciitstr;,', ';;1,32?. * nillian cr 63.5 per
cent as cc*p*:"** uith fiS."'i pcr cerii in the Flrst Plan is
aJl cca.t*d t,* ih*: fci*r sljct*r*:t tr*n.c'.ort) ccnnunicit.ticns,
uiil.ities and t]:c, st:e i-'t{l fi{r'vie e s * llttt of colirse these ere
eeneral *ids ratli*:- i,h:::: r*'*eri..f 1* clne$. Th*:J (io not only
iervc in:itrst,rlr alonc hu'; n:irry oth-''rs as trell.

The vlsto's arrit ,*ttitucren af the gol'*rt"rnent tortards
irriiustrio.liseti*n erei:elniu1 i.n *:<plaining the steps teken
fn r)ncnl1F,1 c.1.: inrjrctF:: T+ n^A^--{,:€S thl,t ti:e fOle Ofl.\J (--i.\,\.rL.^.oi.L- IlltiLa,-. Lf j'. It Ig\-L/tillil

nanufi*cturin;; is still a s.*alI cil.e. It is 1'ery 1-=rpres=eC
ebout thc resuli,s cf rccent enditi*ns t* thc ccui:tryts
manufaeturing ccpaeity ir: the Irfu'st P1an. Anel hes alreaCy
been y:oi*d it places .* lc:t *f h*pes *tr ti:* rs*nuf*cturi::g
sectcr t* stebiiise enc eustein ti:e cccns*j,y in tl:'e lo::g-n:n.
.S,s stated i"n the Fi.ve-Year Fian. the pcllc; of the Gc-rsrnneni
ls to rely on private initiative fcr this Cel'elcpnent, bui
at the s*:iie tine to enccurese o,,he grolrtli af pri"vate in*.ustry
through every reasoneble neans of assistance, cCInsistent rr'lth
the general interest.

The Government thlnks that the baslc contri.bution
to tndustrial" growth 1s thrcugh ihe preservation cf a sound
and stable nonetary and financial clinete in i,rhich free
enterpri.se can'operate l.rithin this freedom from restricti-ons,
controls ane u:certainties. I'iore speciflc assistance sJlC.
eneouragenent tsll-l eone ln the forn of prorrloing eredit
through its particlpation in the l'{,l"1eyan Innustrlai Develcfr-
nent Flnance: LtC. -The slicce$s of th-e Fetaling Jaya incus-
trlal estate r'111 be foll-owed i"r,: ".,'lth nore industrial
estates in Penang, Perak, $elanior and Jahore. These
tndustrlal estates will be locaiecl in the most equitabie
regional distrlbution. The'tax relief ranging fron two toflve l;€drs provined by the Pioneer InCustr.ries-(Relief frcrn
rncone Tax) Oriin*":nce, lgbB will be continued.. rn addltion
to this duty exemptlon on the required raw naterial- lnlortsof en tndustrtal venture lrill be con$iderec and elven ir
Justtfted. Tariff protection rsl1l be used as a lempora.ry
aeans of assistence to ninfant iniustriesrr in ceses-r+herb
there ts every prcspeet ihat they w111 be able tc eonpete
eoually with others by the end of the proiected perlc'c.
Alreacy- in exi-stence ere protectl.ve dutles Lnposid recently
on slrlphurlc aeldr -tyres and tubes; F€stl.eides, hard soep,
aluminJ.wa household utenslls and other articlei.

In the Second Flan period r flo greater acceleretion
in lndustrlal growth is expected but rather the same expen-
sl"on as in the First Plan period. Ho\{ev€r'e it ls expected

I



iiiat the level of 1ndustrial- r.:utrrut ciurinr,; 1961--1965 ta be
bO per ccnt to ?5 pcr cen+. large r than ln the last f ive l,reers.
In*ustrial en:1:1.o;,riaenf; n:ig,ht n*f be able to tnerease propor-
tionately as much as b'efore beceuse of nore capltal-intens'ive
:ethoCs cf prodttcticn. i{cl,'ever, err increase of aboUt 2O per
centr or about 3Cr0'i0 adcitj"cnel incl.ustrlal t':orkers are
ex-ncc tcd .

The pr:ttern cf *il}*c*"tian f*r
ls glr,'en i:eiow:

l ,:--:.1:,!:-.a:a::.-:a a

:::::l:.:::r :..:

::ri.:-:,:r:,-,=t.r::::i:r:

:tl:: j::::!
:i:-::=- :- -

.:=ijj.

=:::j.i:::'

(1) Industrial Estei.es

( t) Institute cf Iniiustrial
Teehnclogy and l11*ustrial
Productivity Centre

tS) l.ial*yan In*,ustrial $evelnp-
ment Finance Ltd.

(a) Fineapnle Canning Industry

lndustrtal pr+notion

$ Fiilllon
'/ .5

1.6

oEi

5.0

:1]:i::.

(S) Rural and Industrlel Develop*
nent Authorlty 10.0

Total: 26. B

Although the figures for the Second PIan as a
r.rhole ls of greater nagnltude than the First Plan; yet pro-
portionately ihe publlc'expendlture in industry and also of
the four sectors ttith rvhich 1.;e f;"re conceraed,: transport,
connrnunlcations, utlllties and the soclal ser','ices is aboui
the game.

lJl-teria Rgv-l-elr of , th,e Seqcnd Flvq=Year Plgn

. The Interim Review of the Second, Five-Year Plan6
ln December 1965 has somewhat altered the nicture, Revi-
slons have ral,sed the origtnal $econd Plan'iarget of +zr1SO
nl1lton to $e,9sC rnlllton and it ls expected that the aetual
outlays may reach .$ZreOO milllon. In this rer,'ised targets,
an outlay of $59.6 :nillion trtll go lnto industry. This j.s
about 2.3 per cent of the tot,al expenditure. Perceniage-
wise, the total expenditure of the revj-sed fi.gures fcr the
fcur'seetors reaain about the sa$e" The only huge change
in the pattern cf allocatton 1n the lndustry sector ts that

6s*e Flalaysta,
a und Seccn

;ti:

l- ri
:l:: i:
a:l:,1

K.
rlnter,

r, 1"963r FF. 22-23.
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cf a loa:: of {}:5?"5 million t;* the }lalayan fndustrlal
Firrarrce Ltri. The *riginnl eic1 th*.t tJas plannen l."res on1.y
;3,b rnilli-on. The r*st of the itens in the inCr"istry ss:ctor
rn'ith oniy a very iittie incr*else renain apg"rrcxi.ni":tely tl:e
si*:ie

Priva.te ir:vest**ni in the manufaeturing sector
celn l:e $een fr*u: tl:* it'io t*i:lc;l belc'*r. Frcn tabl.e 1 r+nich
shor"'s th* valuc af goacis l-rrc'Jucc:il in selected n:anufacturlng
industries classified an* grcilS,'*d togetl:er in 13 najor
r:roups fr:r the yo€rr 1$59-i*oll tvo*ihirds of ti:e classifieC
I.*ustries shnu & ri*ing trcnii in ei:e net value of outpu.i.
Tire re:'rininr onc-tni:'r si'jr-'t,,:s e:Li*nt fal1 in the year 1961;
*lrnrrr:h i + '.rAS inCfe*Sinc the net valUe Af OUtpUt ffOn 1959-Lr:rLrg6rr &1r +r^vr vq'*r;-a,.. v.r:. -rJv

19G0. The four urntlp$ thus *ffecte* 1'iere5

(1) Prace.ssing af rubber and coconu'L oi1 in
factories cff estates"

(U) Food manufacturing j.ndustri*s.

(f ) Beverage rianufacturing inCustries.
(+) kocd products ri*nufecturing industrles.
Frorn table ? l'/hich lndlcates prcouction in terns

of physical units of selected nanufectureC goccs for ihe
years 1955, 1960-1962; l,.re nay sa:.r thai as a who1e production
is on the upuard trend. Aerated r.iaters is on the cic',m1+ard
trend fron 196C-1962. If we take ihe r:en major group ct'
products, the only excepticn ln ouiput grottith j.s aerateC
waters. l,lanufacturing output is therefcre rising? although
it ls still a smalL factor in the l'isl"ayen eeoncny.

At the end of the First Flan 1960, ihere i{ere
establisheo 55 pioneer conpa:rles iEith e called-up capital
cf at'out Sag million sinee the FLoneer in.iustries (Relief
from Incone Tax) 0rdinance cane into effect in 1958. This
took place in a period of 2 years. Though for the next iuo
years the number of pioneer conpanies has not been able tc
nateh that of the first ttt'o years yet substantial- grofith
took pl-ace. The rate of grovrth in ihe pi-oneer compe,nies
can be seen in the fieures below;

1n
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Pionenr Inrl*stri"es

Deccsbt:r Dt cefibe r Decenber June
116* 1s61. l"s6 ? le 63

Nrunbcr of Ptoneer Intustr:,es
*Ca1led-up CapltaS- (t'li-t:,lon ;i) As

E:r;rlcirien'u at he;innini: of
tax free period .. . ! r. 4, +31

Em^t nrrrnorr.F at Cntt Of ta:{-,;rt.:J.L'JIrkiI v

frge pgri"od rr *. .. .. 5r35?

8, S47 9r339

3r5AP 11r?93 13?319

100 'l 9a 15S 1SC

?1.

54

*r566

99

1=n

C(

69

Rate of Erol'rth of Picneer
Industri6s {fgeO as lfiCI) ,,

rFigures are rounr:ed. Ltp.

Sourcet Quoteci fran Interin Rerri"e'ri af Developnent in llal-aya
unxer the Seca::d Fir.'e-Year P1an, p.4?,

It ca;: be seen that enrployment at ihe beg:.nrrlng of
the tax f ree period has siiEhtl-3'- ncie ti:an dou-b] eC*in a
period of ti'ie and a half years. The average increase of
o'nnl ntrmant fC,y 1960-62 r",ias abOUt ?r150 VlCflCerS pg1. i'eaf .vrrr \/a\/Jsrv:- v

The a.ncunt of callecr*up carital for these nev flrns cf
$1sg.o million is nainiy cbntributed fron overseas r.r-hich..'Fnn'ica 'r7 pef cent Of the tOtal in 1963. Cf fhe ggvva:.}ltr tJv r L

app:oved lndustrles about ?0 have started proir-lcti'Cn and
enploy ebout 5r0C0 r'rorkers. The latest figures avail.able
show that ebout l-05 ploneer r:ertlficetes have been granteC;
and of these about B6 conpanies are in production. There is
about he-lf of the establishnents in the ci:enica.L group,
about a" quarter ln metais and engineering and the rest"in
food, beveragesn tobacco and non-aeiallic nineral-s.

Here, tt is seen, how the private sector of the
economy has responded tc the stinulus and encouragennent of
the goverrunent in its iniustrialisation policy v'hi.ch isprinariLy devoteC to the creation of a suitable investnent
climate for private enterprLse. ivhile public in';estnent is
deternined by the decision of the Feceral go:/err'$ent. ihestate gcverrunents and the few other public*authcrities,
private lnvestnent is ihe result of as many individltels as
there ere in the declsion making process€s. The decision
to start a business enterprise is an illusive thing to p1nnnint- Brrt lf the external conditions or enviror.*:eni inlr'v4Iavt -uvi':hich a buslness thrives can be made as ccniucive and
attractive as posslble by publie investment ana other

L3-



:seesures tl:en rrhalf the battle is tron.'r 0f
are nany vital internal factars ','ihich have
account in a business crganiration fai 1ts

course, there
t c be taken lnto
survl-val"
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