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Industrial Development in Malaysia

g the period from the 1950s until about 1970, Import Substitution Strategy was
t in Malaysia. Nevertheless, trade barriers were significantly lower than in other
bping countries. One reason for the relatively mild protection was the colonial tradition
. stance to trade and industry. The political structure of the country was also an
fnt determinant. The majority ethnic Malays dominated politics but had relatively little
mic power, whereas the Chinese controlled most modern sector activities but had little
fal power. The bias against agriculture was also less serious than in many other
"e‘s, because of the economic and political importance of the mining and plantation

ugh the overall economic performance during the 1960s was respectable, it failed to
g the gaps in economic and political power between the different ethnic groups. The
of the majority Malay population did not fall much. In 1971 Malaysia reappraised
funtry’s development strategy and established New Economic Policy (NEP). The
il objectives of the NEP were to eradicate poverty through employment generation and
grease the cconomic power of Ethnic Malays. Trade policies were instrumental in
bing the first objective and were designed to promote exports of natural resources and
b intensive light manufacturing goods, such as textiles, footwear, and garments. The
ties included the usual tax allowances and preferential credits, but the most significant
| promotion measures were the establishment of several Export Processing Zones and

tTrade Zones during the 1970s, mainly to attract foreign investors.

hieve the second objective, Malay’s participation in business was promoted 1n two
g First there was a drive to expand the state-owned industrial sector through the
itions of foreign firms and establishment of new companies, where Malgys would hold
¥ key positions. Second, ownership and employment quotas favoring Malays were
duced. Manufacturing firms with more than 25 employees were required to get a

which was not granted unless NEP ownership and employment guidelines
credit, share

dness license,
« followed. Malays were also granted privileged access to subsidized
inership, and business opportunities in the private sector.



The impact of the NEP was notable. Foreign investment inflows on the export procesi
zones grew rapidly and manufactured exports expanded at a rate of nearly 29% per je
between 1971 and 1980. By 1980, around 70% manufactured exports originated in the expg

this direction was the establishment of the Heavy industries Corporation of Maiaysi:
1980.The government provided the corporation’s initial capital and guaranteed subsequs
credits at subsidized rates. as well as protection from imports and favorable gove ...z;:'_
procurcment.

Over the following vears, the Heavy Industries Corporation set up several joint venturesyil
foreign firms in areas like petrochemicals, iron and steel, cement, paper and paper produy
machinery, building materials and transport equipment. However, a large number §
substituting industries were inefficient. Even with cheap credits and protection, the s
owned enterprise sector was running at a loss. A dualistic industry structure had emerg
with a largely foreign owned export sector concentrated to the Export Promotion zones
an inefficient domestic market sector operating in a protected environment. The annual G)f
growth rate fell.

Hence, by the mid-1980s, it was clear that the economic advances of the previous decadehs
come to an end. The increases in public expenditure caused by the promotion of hea
industry had led to growing budget and current account deficits, as well as mounting foei
debt. The necessary cuts in public expenditure had a contractionary effect on the econm
and both domestic and foreign private investments were stagnating. Consequently, the i
was abandoned in 1986, and subsequent policies aimed to promote private investmen il
exports. State owned enterprises were gradually privatized — the revenues from privatizi
increased, and trade liberalization accelerated significantly.

As a result of these more market oriented policies, merchandise exports grew. The aveng
annual GDP growth rate also increased in this period. A stronger emphasis in educationgl
training in public policy also made it possible to gradually upgrade production into seli
with higher value added. This impressive performance was tempered mainly by a persisti
current account deficit.

Answer the following questions.

a)  What is meant by “Import Substitution Strategy™? ¢
> (04 Mark J

b)  Explain the term “Labour intensive light manufacturing goods.” State some examples
(04 Mark|

¢)  Differentiate between “Export Processing Zones™ and “Free Trade Zones™.
(04 Marky|




§77 (Give some examples.

w do you describe “Heavy industrie
’ (04 Marks)
efly state the nature of dualistic industry structure emerged in Malaysia during mid
(04 Marks)

mestic and foreign

¢ expenditures would have affected both do
(04 Marks)

iplain how cuts in publi
alaysia during 1980s.

vate investments in M
Jhat would be the objectives of giving stronger emphasis on education and training in
(04 marks)

(Total 28 Marks)

iplain the most usual classification of industry.
(06 Marks)

9 Explain with examples.

fiat is meant by «Raw Material Oriented Industry
(06 Marks)

en located in the areas of advanced educational or

iy high-tech companies now have be
ith the examples of such areas.

ining facilities. Fxplain the reasons W
(06 Marks)

(Total 18 Marks)

ot is meant by “Industrial Policy™? Explain with some examples of different types of
fustrial policies.
(06 Marks)

trialization of a country.

actors which facilitate the indus

efly explain the f
(06 Marks)

fhat the Meijl government did through the formulation of industrial policy, towards the

Japan? Explain the main activities.

rustrial development of
(06 Marks)

(Total 18 Marks)

|*As far as. industrial development was concerned, Sti Lankan govcmments‘ activities
were very poor in the period between 1950 and 1959”. Explain the abpve statement with
(06 Marks)

rasons. v
j Briefly explain the liberalization policy of Qri Lanka (1978) and its impact on
Industrialisation. (06 Marks)
) List out some major activi ndustry Production
lndex of Sri Lanka. (06 Marks)

(Total 18 Marks)

ties /divisions included in the Factory [



3)

South Korea.

b) Briefly explain why third world countries are committed to industrialization

¢) Briefly state the industrial policy changes in Taiwan during the recent decades.
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