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Pqcl:lpi::,, & Fros+,;:gi;s *i Iniq:;.ir.i",3Ll irqli+Lr
In *urve5'in;r tl:e ir:*u*trinlis*ti*n.*olicies *f ihe

Goverrrrnentg it is f"aunri tir*'L ti':* gr*at inportance ettaci:ea
to tire nil:M:'acLurin; s*ctor is grcitly cuntrastcd to t,he
snall *.x';*nt of p::-\lie: invesim*nt s5:ent cR it. As the
Govcrnncnt i:, co:;t;i{. t::i to nrivrtE enterprise, it is unli}le3,y'
thei th* G+r'errr.nt:nt t';r:uld initiat* eny iarge sc*"I-e enter-
prlse cn its skilr ii;l{€1r€r' ths:re 1s e likeli}r*r:d thei the
S*l'err*:ri.=nt i:: it*r tre-vi,cv e;i ti:e :lr*qi".=sc in in.susirial Cer,'e-
lap-rent Eisi' t=,lc= steps tc periici}:-ite and invest in ceriain
projects rghich do n*t cr*f*r suffi*i*nt ait,ra*tic:-i to urivat*
inve stcr s.

Lccking at sCIfire of ti:e prn*hlcns anC prospr;cts cf
industriel-isaticn; it h;:s been fcun"d that nffty vital actors
which are essentiel tc the developnent cf iniustrles irre
rather lacking in I'ialrLya. I'hese are local industriaL entre-
preneurs, mar:ngerial anil iecnrical know-howo capital and
natural. resijllrces. 'fh,: entry cf fcreign entrep:'sneurs r*lth
thelr capital, t€ehnical knci,;-hov and managerial pelrscnnel
ean in a walr help to indr:strialisc the eoun.',r;i. iriith joittt
ven'r,ures of eithsr pui:lic or private coniremies, the exlstir"
and poten.tial J.ccel" ferctcl's of proaucticn wet'] . be ncre
eff eciively utrl,i-sed 

"

Although ti:e potential maricet pri ;i Jecl by l'iaiaysia
ls of a substantj-al sizer Yet it;*111 on)-1'r..,e Jusb adequeile
io support effrcient prcouction !n a nr*r.n'ner cf iml:ortant
fj"eldi. Sxport narkets are unlikely to be easiLy'a'railable
as they rncounter j.nCustrial-isation pro{Trair{nes of e sinilar
nature as ere fcund in iialaya. Furtherr:ore difliculiies such
as hi6h teriff barrlers and oiher eeononic and politicel
barriers nay be set up.

l'{uch nore co-ordination in the establishrnent of
industrles is to be desired as tir market is ltni.ted, It
nay prove to be quite essential to l1nit the.anount of
inltuiiries produCing the sarne prcrdr-tcts. Cor'lFetit!*n in
setti"ng up the $al:e inoustri*s ln the various Lerritories
of l,ialiysla has to be controlled. $ornetimes a single..inclus-
try wouiC be abrle to produce for the r'rhcle denand cf i'lalaysiat
as- such, to aliou unwise conrpetition ro'ould resurt in seerce

resources being fiasted'

.l

.tlitl

.l

fI'
I

II!
I

iI'

iI,
I

!t.

I

:l

I
iI'

i
I:
I

I

I

I
Ir
I

1

I!
!

II

I
I'
I
I'
i.

ll

I

I"
I

I'
I
t'
I

t

?6



Amcng the vnrious aid* anci incentlves nffered to
industrialists; the turnls and e*neij"tions laid dot'*'r for .!io-
neer inclustrles ari: in tl:e ri6'=i:t uir*cti*n al:d scope. Hoi"-
ever, r+idel' covr:i'ilfre anC fiuifiil*:!: ef-ffirt siroul"d be ;:1.ececl r:n
certiin activitj"es rqhich h*n*fit ht:tit piar:cer anti non-llioneer
lndustries. Finiince shar:irt b* exi*n(1eLt tc snal-l-er indu.stri*l
units to*. Frogrcticn cf inrii:*"Lries either locaily or abrca"d
rnust be well. planneci nn;i i:* r:*::tinutius, the settinq up cf
research, trlrin!1g i:illl ert,l:rrr i-nstitil'*:"*rts to aid industries
musi be St*p*e* up' In *i,h*r -,';L:riis, 5f*ater scolc ?n+ fas-
ter acceler*.iic* irf tl:* iniiitstri*l $rr:grnitae i: needen.

The Caverru*ent i= a:,lread.1i in the prccess of irc5:le-
mentins' the reccnncndeticns ;.::i plotosais:-.9i il" I.i:'fl.DIs
;;t;;;{*n*- l'{*.iatrsia anri industrj-;:lis'rtion' .*' Th* Tarif f
AA;i;;ry *oa.r*'i':as alreciiy i-,ecn ,fcr:*ct1. It vrill lcck into
the qr:e,=ti*n *i' tariffs *i* ti:e L*nu::cn I'{ark*t. T!* proposal
for the setiing ui-] of the Federrii Iniiultrj"e-l Develo*ne nt
iJii--"iti-i:iitfil ir*s ueen accepteil.'- The forincticn of i'rt'ii
*hich is beiig plar:neei et ihe pr+**ni n*rg:ent ltil1 lo*k rnt*
ih; federali=ition *f various aspects *f i::dt:*striai proao-
iion- an* fe**rif co*ordinatian in *icneer 19$islati?*, sit.e
nn'r i nrli nipstrial finanee, i'easiUiiit-v studieS, rnotistriai
tr\JJ-r\,J t rr^J!

i'eseaich anu adninistreticn. Ti":ere is no aoubt tnat ihe
iu.*essful inrlenentatian of th*se plans alq proposals yi}l
nring lUopt a nore rapid rate of industrialisation ano neJ'p

to s51ve many problems connected :'rith lt "

The case study cf the Dr:nloF conpany had cerncn-
strated in pract.ical teims the part which foreign inveltl1s
;& pi"V in^ the field of industiy: The arrangernent ar:s set-
up oi tfie cCImpffilyin acccrdance r.rith the terns of the pioneer
iilOuit;t,s-reiuilemenis r'r111 beneflt the econorny as a r"hole'
In sueh en a"i*tgnnrent, the objection !c forei.g* ecololic^
donninance utiff appeat in.st';nificant. Bo+"h parties stanrl a

chance to gain frbrn such an enterprlse'

The polieies of iniustrialisation rnust no confli-et
wlth 1he oUjecti"""-of the Government. fn the use cf tariffs
the living lianAara of the people^nust not deteriorate
because of it,* avo,ured ain oi tire Governrnent to protec!^ano
ratse-tire siandard of livlng. Thg.unrvise use of tariff s may

nring into u*r"i-"*" tndustiies vhich have no econoniic basis
of exlstene;;-tfi*; r,na-ting scarce resources and raising the
prlces of consumer gooos.

It ls reco6nisef, that tarlff protection nay be

suttable tnd aesirai:ie rvhere though in the short run the
p":"** of the 1ocal goods nay be a liitle above foreifln

 lnuf*" to I.B,R.D. Report on the Econornic Aspects

of I'{alaysia, QIs*-9}-t. r 9P' 38-39'
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c orn'peti tnrs; hut t,rithin c. f *:v ys* r's, tire conpatty rsould be
able to cc;npet* l":ith+itt prrote;ciien. Tl:ere {t"r€ oiher eand.i-
ticns i+liicir jus'cii';' j.ni:ustri*.fi::*.tie;r: r:ehind * t*rifi'herrier.Teriff ney be suitable ',uh*r€ i}:e p::ic* is competi.t!'re with
irnports to give investors canfi.deri*€r to Dre''rcnl'che spl-it-
ting of rne::ket an* to utilis* a )-arger scale af producticn.
Rf *nCi pf *f *f ence f *f f 11re i cn rrr-'.nri {: i o 'p t}tr:v' t'r*valent in
lrririvria,-ireoc-in-ii'rri,,"il' ;,'.i;;'rri.i,";;; ';i iilo sane qi:a-Lrty
or price a:'e *flen *i*q*:-j-nir:ei'*ii i.:: !:r*fe:-snce for foreign
bra.ncis. Tarii"ls mfi'y' b'rlnI ai.::rrt. in o.r)rort;nity tc cve rcrirf s
such a sr:pcrficial prefereflc** $in*e ii:e Goverr:::ent is oui
to attract fcrrirn invlstd,l'.s; h:ii: tariifs nay incufe ihe:i
tc establ"lsh thelr pla::ts 'cecruse cf the feer of Losing
ti:e ir rnarl-let here.

The objt:ctions to tariifs :;tal,' incluoel tne ha:,ter--
ing of the free fiol,'*f trade, tl:e fact thatrrlnfar:t in'ius-
triesrl nair nr-rver de','eIop,3.ni"r ti.",:rt once a tariff e;iist, it
r"ould be Slffic''llt to re:?lcve i'i,. Thc] 3.atier r€ason is t}:at
a veSteO inierest is creai,e"l ti' li':e ';l'a,ieI's, trede utlicns,
en:ployees ani others Csneel'neC, thet busii:eEs iosses ans
rrne-,:n1 nrrns:nf; r"rculd resul-t if the tariif barricr is tc beqrrvfarl-'4v\r'FaLr.

re[lcv€o r

?he Oovernnent recognises i'ha.t the juciicious use
of protective tariffs in the long run i'rculd be the nost
successful nethoii of implenenting its ir.uusirial pol.icies.
iigviever the ler..el of proteciive duties urculd have to be
re'rieued by the Tariff iidvisorf Eaarc. after a fet+ yeers ir:
order to conside"s lfitether a further period of proteeticn
would be aspropriate.

Tl:e cruei,al problem of all- ihese devices and plzurs
to create a favoureble prospectirre irrvestnent cii"rnate lies
in this fact 'rrhe';her the rato of expansion ;rnct prcgress of
industries uil-l be sufficient tc solve the airns a.nd objectiYes
of industrlalisation, vhich in turn lrill- help solve the najcr
econJmic probi-ens of 'l'ial-aya. Will the rate of gro'*th ln the
industrial secEor brine about greater prosperityr greater
utilisatlon of natural- ano hu::ran resources and greater
stability to this countrY?

At present the rate of expansion,in tlo pi-oneer
companies 1f laken as an inriicator is steady_"qd ca.n" only
absbfb about one-ihircl r:f iire yearly expected increase of
6r0OO nevl 'r.rorkers (see $econd Five-Year Plan) ln the manu-
f6e turing sector. The absorption of ne\"r 'ororkers by the ncn-
pioaeer {ndustries has also to i:e ta}ien into account to see
tshether the eaploynent objective set out for this sector can
be achieved. A much more-rapid rate of gror.rth in the nanu-
factpring sector ls needeC if the other objectl'res for
examplel coniribution to national ineone, -stability and'

irorJtf1 ire to be achieved. As it ts manpfacturing plays
but a very *i*or roL e in the econonny of I.f alaya.
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The rate of exnansion in tl:e inciustrial sector in
tiie future weuld dep*nd on rnanlr ferctors 'nlhich l{e have
examined in the pr*vict"is ci:aptcrs. This uould relate tog

(a) ti:e po11tical siabili.ty i,'hlch r.ioul.c1 inclu.de a
stable goveir-ment r';hich is efficlent, ciepenrlable anc pro-
gressir,re in its cutlock. In thj-s ccnnection, its external
and internatior:ai relaticns u'ith cther countries may help or
hincier eccncinic develcpneni in 6*neriil and mannfactr.rring in
particul r."r, At the mc::icnt, -r,itc conJ'rantirtion policy of
Indonesia nta;r prove tc l:ave e*vsrse elf'ects cn the eccnony
of l'laiaysia* D*f'e*ce builget r,riil" havs to be increased and
other $cerce res*urce* iij-ve;'ieci to s*lve this problen. If
the Inricnesian e*nir*nt*.iion tnrns *ut ta be really serious t
loca1 end foreign invesi*rs t"'*uld be unlikely to risk ti:eir
capital here,

Iior.rever, the present outlock on investnen't isnot
boo dark. The Fed.eration Goverr:.neni has recentl-y begun tc
raise loans in Lontcn, I''iev York anc Eonn. +z Funds vill be
availalrle tc provide capiial for industrial develcFrnent or
defence. In the natter of cefence ti'le United Kingdon,
Australia, l{ev ZealanC, the UniieC $tates and oti:er countries
are providing or t+111 provide aid to the country. Technical
a1d I'ili continue tc be avail-able fron the ijnited lie-tlons,
under the Colorabo Plan, the U.S. Peace- Corps, priva'ue
foundations ano other organizati,:ns.

(f) the degree of prosperity in the eeonomy
generally especially that of agriculturc;r planiing and
mining. Ttie result of declining prices for rubber vrhieh is
fore,:es'c to bring about 55 cents per lb. by +-he year 19?0
will have unf avourable results on ihe Ealance of Fayuents.
This is beeause rubber accounts for aboui half or usually
nore than half of the l'{alayan exports r thus the -orice of
rubber has arr inportant ef f ec i on total expor t va1ue.

The figures below wll1 shc'.+ that the balanee of
palments has deteriorated frcn a surplus of $306 nil1lon in
1960 to a projecteC deficit of $39? ni]iion 1n 1965.
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Source: Departnent of $tatistics,
In connecti*n l*iti.r the balence of payrnents

dlfficulties, it m:-ghr be ilec*:i*arl/ to import orily the
essential gcods and no! tc import gcods that are already
being nanufactured. in l'ialaya, .$xpcrts of gocds ancl se::vicesvculd he.ve to be incree.serl anci il:r:s insustries nay benefit
f rarn the ariverse bal-ance of paltnents, (assuning iheir oriT].inport requiremenis ere rnet).

(c) the *xtent to uhicli local and foreien carita.l.t*iI1 res3:and to the variaus 'l*';ern:nent inCucer:*nti and,'con-
cessions available tc industries: such es tax reilefs
tl:rough ihe Pioneer lpdustries ordinance, ihe provision of
services, fineu:iciai inducensnis and the protection of ti"-e
roarket. Thcse topics have aireauy been discussen in the
previous chapters. In passing several thin6may be noted.
The g;'anting of tax concsssion*c shcu-l-d. b*, as i.d is,
tenporary cnly; because one of the long run advantaqes of
efficient ind,ustrialisaiicn is that through ciirect taxaiion.
e scurce cf public revenue can be obtained, This liculd be
d.ynanie r re] iable and equitable.

At present there ls no problem 1n ihe locatlon of'
inclustries as there is no restriction placed on then. There
might be a possibility that in the future, steps rsoulc be
taken tc ensure a nore equitable distribution of industries
in certain areas. In aadition, certain regions or States
in l'lalaysj-a might concentrate on heavier or lighter types
of inoustries cep,ending cn the aiivantage of e lor,"'er cost
and a.ore efficient procuction.

Steps should be taken to lirnit wasteful duplication
of producticn facilities in cases rshere one large firn rvould
be sufficlent to serve the entlre potenti.al" dcnestic nart:et
uhless further production is to be exported and there is no
exeess capaclty. Inciusiries may have to be export-orlentated
later orr although at present there !s rnuch seope for rndus-
tries in the import-replacemcnt fie1d"

(d) the speed in whlch natural resources arid. human
recources can meet the challenge of industrial production.
It is hcped that with the establishlrnent of industrial re*
search aore local raw materials may be exploit,ed for inius-
trlal purpos€se These rar,r materials uill have to be produced.
at the nost efficient and lowest cost posslble ccndition.
Quaiity anC standardisation will have i'o be ernphasised.

There is a lack of 1ocal managerial skillsr
technical kncu-hot+ and l cca1 entrepreneurs in the f ield of
inCustrialisation" The examples of japanr,India and liong
f*g vhich have to a great extent succ eeded in overcoming
iirele pionlens can pornt the way f or Malaysians to follov "
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Training in rrianagemt:nt and t*chn*lr:gical ski1ls l'rill be
e:nphasized in ther fl:"ture. institr-ites to train executives
in business aai*iriistrcLti*ri an* rn;uiagement uiil- he a feature
in l,ial*.ya an{ liingap*r'e,. Th* }epr-riy Contrcll"er cf the
Inaustrial Devel-oi:n:ent Division t'ri]1 reccntreni su.ch an
inr+,itute to be set up in i'la1;ya.'=r iiea:*;nileu preliniuar"'r
vor.r has been C*ne on 3- pln:: ia cstai:lish ar Institute of
i.ianl:iencnt ic c:ter ror tr.e uriient,{eqtiirerncnts of top
managencnt perS{:,rinel i:-i s:nr':,lore. ""

In act'irti.cn, it is likely that the University of
Sin:'aco:'e uiI1 be r,.'tar,iipnit."l a r'tculty of Technolcgy in
1ts - e,-.,cansion Frcf,ra:r*tri. 45 Tir j-s anC ctirer sche'nes l;h:"ch
enphasize the incortance ci ecquirin6 technclcgical ski1ls
lEi1l l:elp i..ia1ays:ans tc in*ustrielise faster"

Loeal entreFrener:rs '".ri11 be much nore uil-1ing
ta invest tireir capital '.+hen rlan€.gemeni, technclogy and.
technical- ski11s &re abundant in induslries, .{'t presel:t,
fhew rne'; hrve an oullet trrcligh jcint ventures iu'ith foreignvr4vJ

investcrs but fcr the fu;ure ari increase rete of inuustria.li-
sation has to be pro',-ioed by local entrepren.eu.i's l;rtl: 1ocal
capital. In this t'/ay only cen the ful1 benefits of indus-
trialisation be receivea. Political independence rcust go
rvi.th eccncnic inciepenneiice,

(e) tne present su.ccess of establlshed nanu.factu-
ring industries. The phrase: frllothing slr.cceeC s liire success, tl
1s also applicable to prospective industrial-ists. fniustries
do not bring quicii profitsr on the ccntrary^the:; night halre
to sustain losses in ihe first fe'rr years. Although there
are no flgure*e to substanilate the profitability of presert
inCustries, in 1903^generally speahing on€ in seven h'ere nci
naliing profits yet.+b $orne 'ri€r€ breairing even e.nd athers
were doing very wel1. In one case profits of as much es
4?00C per cent 1{ere mac1e. "

The j-nvestnent climate in i-lalaya has attracted and
wL1l probably attract industrial developnent so long as the
provision of positive iniiucernents are preserved ano further
inprovec. For it isonly possible to solve meny of the
ecbnornic problens add to reach the goals and objectives of
industrialisation when the rate of industrial-isation is of
e suffielenr rate and size.
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An-*'See the I'lalav }Iai1, June 29th? 1964'

44$ee $traits T,irnes, June ?5thr 1964.
45S"* Straits Tines, July 3rd, 1964.

463efer ir: Sjraits Timgs, June 9th, 1965.
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