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1.1 Malaysia’'s Manufacturing Sectors

Malaysia’s overall manufacturing sector grew
at an average annual growth of 9% from 1993
fo 2000. Electrical and electronic products
accounted for 21% of Malaysia’s total manu-
facturing assets in 1998. This was followed by
the petroleum, coal, basic metal and non-
metallic mineral sector, which accounted for a
combined total of 31% of the total manufacturing assets. The remaining 48% of all
manufacturing assets was in textile, wood related products, chemicals, paper
products & printing, fabricated metal products, fransport equipments and mao-
chineries.!

Ownership of manufacturing assets can be categorised under foreign, local and
public sector ownership. Though Malaysia is the world’s third largest exporter of
electrical and electronic products, these manufacturing assets are mainly
owned by foreign MNCs and in fact nearly half of the assets in the manufacturing
sector in Malaysia are foreign-owned. Furthermore in the export-oriented high
technology sectors, such as in electrical and electronic manufacturing, the
assets are mostly foreign owned. However assets in low technology based manu-
facturing are mainly owned by local enterprises. 2

Table 1. Major Manufacturing Industries by Fixed
Asset in Malaysia (1998

Industry % of Total
Assets

Electrical & electronics 21
Petroleum & coal 14
Basic metal products 9
Non-metallic mineral prod- 8
ucts
Others 48
Total 100
Source: Structure of Malaysia’s Manufacturing Sector,
MIDA, 2000

Nearly 70% of Singapore’s manufacturing assets are in electrical & electronics,
chemical products, transport equipment and machineries.? Like Malaysia, the
electrical and electronic sector accounts for a major proportion of the manufac-
furing assets but at a higher percentage at 43% in 1998. However, Singapore’s
manufacturing activities are at the higher-end of the value chain than Malaysia

1 Structure of Malaysia’s Manufacturing Sector, MIDA, 2000
2 Policy Instruments for Stimulating R&D, United Nations University, Sunil Mani, December 2000
3 Singapore Department of Statistics, 2000



as observed from its four major manufacturing activities by assets (see Table 2).
This is a result of the Singaporean government’s intervention to develop value-
added export oriented manufacturing activities especially in areas of high tech-
nology due to its lack of natural resources. Since local enterprises initially lacked
technical capabilities in manufacturing high technology products and a network
of contacts in the international markets, the Singaporean government inifially
targeted foreign MNCs to invest in Singapore. As a result, assets in manufacturing
in Singapore are mostly foreign MNC owned, while in Malaysia foreign ownership
accounts for only half of the total assets.4

Table 2. Major Manufacturing Industries by
Fixed Asset in Singapore (1998)

Industry % of Total
Assets
Electrical & electronics 43
Chemical products 13
Transport equipments 7
Machineries 6
Others 31
Total 100

Source: Singapore Department of Statistics

1.2 Malaysia’s Position on R&D in the Developing Countries
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The European Commission reported in 1997 that only 50
developing countries were actively involved in develop-
ment of science and technology. Furthermore 98% of the
developing world’s R&D spending, 5% of the scientists &
engineers and 99% of the total number of patents from US
and European Patent offices were from these 50 develop-
ing countries. However only 8 countries (South Korea, Taiwan, Singapore, China,
Pakistan, India, South Africa and Brazil) had an R&D intensity of above 0.50%.

Though Malaysia is the world's third largest exporter of electrical and electronic
products, the European Commission reported in 1997 that Malaysia’s R&D inten-
sity and density of scientists & engineers was relatively low. The following scenario
was reported in the European Commission’s report:

m  R&D activities in high technology manufactured by foreign MNCs in Malaysia
were mostly conducted outside Malaysia and often in their home countries.

m  Manufacturing by local enterprises were mainly in the low technology sector
requiring minimal R&D activities.

The report indicated Malaysia's neighbour, Singapore, had a higher R&D intensity
than Malaysia and density of scientist & engineers that was 25 times higher

4 Public Innovation Policies in Developing Countries, United Nations University, Sunil Mani, October
1999
























