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ABSTRACT

Japanese—-style management has attracted a lot of attention
from managers, business executives and scholars worldwide.
The sudden intensity of interest in the so-called Japanese
Management Model has been partly due to the rapid
ascendancy of Japan as a leading economic superpower in a
relatively short period after her humiliating defeat 1in

the Second World War. |

In 1982, Malaysia  officially 1launched the* “"Look East"
policy to emulate the Japanese by adopting Japanese—-style
management practices. It was believed that by adopting
Japanese—-style management techniques, the Malayslans can
replicate the Japanese success., This study aims to discuss

what constitutes Japanese-style management and also to

determine if it can be transferred to the Malaysian public

enterprise sector.

From this study, 1t was revealed that only some elements
of Japanese-style management are transferable to Malaysian
public enterprises. There 1s a number of problems
encountered in trying to transfer the Japanese practices
to Malaysian public enterprise sector, especially 1f they
are not compatible with the Malaysian values. The problems

of transferring Japanese management techniques across
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national boundaries are further compounded when the
transfer 1s from private sector to public sector. Even in
the case of Japan, her public enterprise sector does not
even have a reputation of efficient management. It was
also found that despite the official policy and persistent
effort towards "Japanisation™ by the government, the

majority of Malaysian workforce still prefer the present

existing management system.

To some extent, the study has provided some answers to
questions regarding the feasibility of adopting the
Japanese-style management. But most important of all, the
study has revealed that Japanese—style manégememt is no;: a

panacea to the problems confronting the public enterprise

sector in Malaysia.
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CHAPTER ONE

INTRODUCTION

l.1. Purposes of the Study

This study has two modest objectives. Firstly, the study
attempts to undertake an indepth analysis of the various
elements that comprise the so called Japanese=-style
management. Specifically, the emphasis of the' study will
be concentrated on the major Japanese management practices
and policies adopted by major Japanese firms in Japan.
This topic 1is. chosen partly because of the tremendous
interest that has been generated towards the Japanese-
style management for the last decade. Managers, business

executives, and management scholars from all parts of the
world flock in great number to the city of Tokyo with some
common pursuits: to study more about how the Japanese have
managed their organisations successfully and also to

determine 1if these practices can be applied to their
organisations in their own countries. This sudden shift of
attention in the study of management science from the West

to the Orient is due to Japan's phenomenal success as a

new world economic and industrial power.

It is hoped that some secrets (if there are: indeed any)
that contribute to Japanese's success would be uncovered

by the time. this study is completed. This would be carried
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out by discussing some major characteristics of the

management system and styles found in typical - big
companies in Japan. Analysis of both the strengths and
weaknesses of Japanese-style management is also attempted,

to provide a clearer picture to the reader as to what

Japanese-style management is really about.

The second objective that this study aspires to achieve is
to find out whether the Japanese-style management or the
so-called. Japanese Management Model can be transplanted to
other countries. Specifically, this particular study tries
to determine-whether the successful practices and policies
of Japanese enterprises in Japan can be transferred to
Malaysia for adoption in public sector. The 1issues of
transferability of Japanese-style management to other
countries have been of particular interest to the author

of this study. It becomes even more interesting now that
it relates to ‘his own country, Malaysia. This is
egspecially so because Malaysia is the only country in the

world that officially tries to emulate the Japanese via

the launching of its "Look East"” policy in 1982 by the

Malaysian government.

Except for some journalistic articles which naturally are
highly opinionated, there is no known research work done
yet in Malaysia regarding the transferability, let alone

the applicability of Japanese-style management to the
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country. The majority of the Malaysians seem to take for
granted that Malaysia can replicate the Japanese formula
of success. This study can therefore be used as an
instrument to find out if this is the case in actuality.
It is the desire of the author to find out what many other
eager Malaysians have been anxious to know, that is; "Can
Japanese-style management be transferred and practised in

Malaysia?"”. If this is so, can it be adopted in the public
enterprises of Malaysia?". Hopefully some answers to those

questions will emerge from this study.

le2., Significance of the Study

l.2.1. In Terms of Research Undertaking

During the first two decades after World War II, Japan
began to emerge as a great economic and industrial power.
From the ashes of the atomic bomb as a result of her
humiliating defeat by the Allied Forces during the war,
she has once again become a major power. An enormous
volume of literature on Japanese management has been
written chronicling the outstanding feats achieved by the

Japanese. It is widely believed that one of the important
factors responsible for Japan's economic success and

technological advancement 1lies in her Management Model,
popularly known as Japanese-style management. This
research study will hopefully provide some insight as to

how and why Japan has become a superpower that: it 1is
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today. It will be hopefully of some value and interest to

those in the field of management science.

The Japanese Management Model has created a 1lot of
controversy. The group who believes strongly' in it has
claimed it as wunique and superior to those management
systems and styles originating from the West. Its critics
find nothing special or superior about the model for it
has also many drawbacks. Despite the vast differences in
opinion, one thing cannot be disputed about the management
style practised by Japanese managers. The Japanese-style
management in private sector has proved to be an
important, if not major factor responsible for '  higher
productivity of workers at work in Japan, although other
factors cannot be dismissed or wunderrated. In view of
this, Japanese-style management. deserves an - indepth
research study as it will surely contribute towards the

enrichment of the existing management literature in the

quest for effective and efficient management.

1.2.2. In Terms of Malaysia's "Look East"” Policy
This study is very important to readers in 'the author's

own country, Malaysia because of the official "Look East"
policy whereby the government of Malaysia instructs all
Malaysians to emulate the Japanese people. The Malaysian
work force, especially 1in the public sector, has been

asked to learn and adopt Japanese work ethics, work
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philosophy and management approach to their jobs. When
this 'Japanisation' ©policy was introduced, it was
enthusiastically supported by those 1in the management
circles from both the public and private sectors although
at the same time, they were anxious to know about the
feasibility of such a novel policy. The findings of this
study ‘willﬁ be most meaningful to the initiators and
implementors of the "Look East" policy as they can be

used as a guide in pinpointing as well as correcting any
loopholes that: "Look East" policy may have, if the policy

is to be carried out successfully.

The study of Japanese-style management and its possible
adoption by Malaysian public enterprises is also highly
significant to the present Malaysian government which is
vigorously, albeit systematically, seeking to reduce the
size of her workforce. It is the contention of the
Malaysian government that a reduced workforce in the
public sector necessitates a higher per worker
productivity in 'the future. It means the workforce has to
be effective and efficient in its discharge of duties. The
Japanese-style management seems very 1mpressive and
therefore a natural choice to the Malaysian government.

This study will endeavour to find out if this 1is so in

actuality.
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This subject has been selected because of its importance
in addressing the question of Malaysia's action in
emulating other country's management models. Must the
Malaysians look to the East for the solutions of striving
towards effectiveness and efficiency when their existing
problems have been created by practising Western model?
The fact that Malaysia has a long association with “the
Western management system brought mainly by the British
managers, and 1is now suddenly switching to the Japanese

model, is indeed a challenging subject to study.

There 1s also another aspect of this study which makes it
a worthwhile venture. Malaysia is a plural society that
consists of the Malays, Chinese, Indians and sixteen other
indigenous groups, while Japan by comparison is relatively
homogeneous ' (besides the Japanese, there are also some
other minority groups namely the Koreans, Chinese and
Ainu inhabitants) (Gow, 1987). The majority of the people
in -Malaysia are Muslims and the others are either
Christians or Buddhists. On the other hand, the Japanese

people are mostly Buddhist and Shinto worshippers 'and a

minority are christians. There are bound to be problems
regarding the transfer of managerial elements from Japan
to Malaysia 1in view ‘of the wvast cultural differences
between the two countries. Problems of this nature will be
of great value to the those involved in "Look East"

policy. It will also provide valuable information to other
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countries which aspire to adopt  the ' Japanese-style

management.

Lastly, this study 1s considered important to those
managers of the public enterprises who had officially been
instructed to introduce the Japanese-style management

through the "Look East" policy in running their

respective organisations. This study will discuss the
elements of the Japanese Management Model that can and
cannot be transferred to the public enterprises in-

Malaysia.,

1l.3. Scope and Limitations of the Study

This study has been confined mainly to some major aspects
of traditional Japanese-style management. Some topics 1like
Japanese sogo shosha, and Japanese trade policies will not
be discussed in detail because these are not considered so
relevant to the theme of this thesis. The coverage .has
instead concentrated mainly on the Japanese- - human
resources and personnel management aspects of management,
because when the Prime Minister of Malaysia, Dr. Mahathir,
announced the "Look East" policy in 1982, what he really

wanted was for Malaysians from all walks of 1life in
general, and the workforce in -the public sector:  in
particular, ‘to emulate the work ethics, methods and

philosophy of Japanese personnel management. He said: -
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"Now, 1if it 1is the Japanese work ethic that has

contributed to the economic and commercial success of

post-war Japan, and if this work ethic can be acquired and
developed artificially, it follows that Malaysians too can
shape and develop their own work ethics. That is precisely

wvhat the Look East policy is all about” (Mahathir,
1985:p.157)

From the tone o0of his numerous speeches throughout the
"Look East" policy campaign in 1982, he was obviously not
happy with the attitudes of the public sector's employees
and the productivity level achieved by them. Accordingly,
he believes that the personnel management practices and

policies of the Japanese would provide the cure to the

ills diagnosed among the Malaysians.

The study on the issues of transferability (and also the

applications) of Japanese-style management is confined to
Malaysian public enterprises only. There 1is a reason for
this. The public enterprises have been chosen for study
because the efficiency of these enterprises, which form

the largest sector (i.e. in term of employment) in
Malaysia, has been severely criticised. The majority of

them are reported to be very disorganised and badly
managed. If the "Look East” policy is to be pursued with
the 1intention of bringing about efficiency, public

enterprises may be a good starting point.
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Since Malaysia gained her independence, there has been a
rapid growth of ©public enterprises created by the
government to speed up the various development projects in

the country. In order to achieve the goals of the

government towards the nation-building process, these
enterprises have been allocated generous grants, yet many
seem to be badly managed and’' incur yearly 1losses,

indicating some sort®' of management problems. Against the

backdrop of such circumstances, the study of Japanese-
style management and 1its  transferability to the public

enterprises in Malaysia is an appropriate undertaking.

A major limitation of the study is the 'fact that the
discussion on Jépanese-style management 1s focussed on the
traditional or stereo-type Japanese management practices.
This means the latest management practices (neo-Japanese
style management) which have recently emerged in Japan

will not be given great emphasis.

The fact that the transferability of Japanese management
practices to Malaysia 1is being confined only to public

enterprise sector also constitutes a 1limitation. Being

public -agencies which have been created as instruments
mainly to achieve government's political objective,  one

may question the suitability of using public enterprises
in determining the feasibility 'of practising Japanese

management practices, when one takes into account that in
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Japan, the successful Japanese techniques are found in
private rather than public sector. The practices which
are said to be very effective in private firms have not
shown the same degree of effectiveness in  the public

enterprises.

l.4. Structure and Contents of the Thesis

The thesis is divided into two parts comprising nine
chapters. Part One contains Chapters One to Six and they
form the theoretical framework of the study. Part Two
consists of the remaining Chapters Seven to Nine and they
consist of the research methodology, research survey,

findings and analysis of survey and conclusions of the

study.

Chapter One begins with the purposes, significance, scope,

limitation and lastly the structure and contents of the

study. This gives the readers some indication 'of the

overall direction  of the study.

Chapter Two discusses the Malaysian setting. It covers
areas such as the plural society, the economy, the socio-

political system, the government, the New Economic Policy,

the "Look East" policy and finally the Malaysian=-Japanese
relationship. The chapter aims to provide background

information to the subsequent chapters.
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Chapter Three dwells on some major management practices

especially the personnel aspects ‘that are found 1in
Malaysia. The main discussion consists of the development,
features and factors affecting the management system in
the country. In the same chapter, the 'profiles of
Malaysian managers and employees are also discussed. This
chapter is also intended as a background study for the

subsequent chapters.

Chapter Four highlights the prevalent situation in public
enterprises. A typical enterprise is first discussed. Then
a more detailed discussion of Japanese and Malaysian
public enterprises follows. Among the issues discussed
include the reasons for creating ‘public 'enterprises;
organisational structure; control and accountability and

major problems confronting public enterprises.

Chapter Five is the core chapter of the thesis whereby the
literature review on Japanese Management Model 1is

presented in detail. The major features, strengths,

weaknesses and the future of Japanese-style management

will be thoroughly analysed.

Chapter Six deals with another important theme of the
thesis; that is, the issues of transferability of the
Japanese Management Model to foreign countries. In this

chapter, effort of introducing Japanese-style management
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practices especially by Japanese firms and joint-venture
firms in the 1970s and 1980s in Malaysia are examined.

Then, experiences of some countries which import and
experiment with some Japanese elements of management are

discussed. This marks the end the 1literature review

section of the thesis.

The next three remaining chapters constitute Part Two of
the thesis. Chapter Seven discusses the research
methodology wused 1in the study whereby explanation
regarding research's objectives and research process is

attempted.

The actual research survey is described in Chapter Eight.
Included in this chapter are the survey's findings and
analysis concerning Japanese-style management and the

issues of 1its transferability to the Malaysian public

enterprises.

Chapter Nine <contains .the <concluding remarks and

recommendations made based on the research study.
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CHAPTER TWO
THE MALAYSIAN SCENARIO

2.1. Objective of the chapter
Before any discussion on the transferability of Japanese- -

style management to the public enterprises in Malaysia 1is

attempted, it 1s felt ‘that a background discussion on
Malaysia particularly 1in areas of social, cultural,
economic and political settings is deemed necessary. This
will familiarise the reader with the past - historical
events, the on-going developments and also the future
trends in the country. Such background information
provides the reader with a wider perspective regarding the
issues under study and therefore relates to the reader
the relationships, 1if any, between the prevailing

variables (culture, social, economic and political) and

the findings of the study.

2.2. General Background of Malaysia

Malaysia was born as a federation of fourteen states in
1963. Singapore ‘left in 1965 due to political differences.
Today, in addition to the existing thirteen states, there

are two federal territories. Eleven of the states are in
Peninsuiér Malaysia, formerly known as Malaya while the
other two states of Sabah and Sarawak are several hundred

miles away in the North West part of the island of Borneo.
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The federal territory of Kuala Lumpur, which is also the
nation's capital city, is in Peninsular Malaysia, while
the federal territory of Labuan 1s in the state ‘of Sabah.
Malaysia covers an area of about 340,434 ' square
kilometres; Peninsular Malaysia making up a total of
131,587 squares kilometres; Sarawak + 124,449 square

kilometres and Sabah 74,394 square kilometres.

The population of Malaysia at present, is estimated to be
around 17.4 million comprising people of diverse ethnic
origins, mnamely the Bumiputras (Malays and  other
indigenous groups), Chinese, Indians, and others
(Information Malaysia Yearbook, 1989:p.17). About 83% of
the population live in Peninsula Malaysia. Malaysia has a
young population with 70Z of the people under 30 years
old. Until the '1980s, it was the official policy to
encourage a slow growth rate in the population, but this
has now been reversed.due to the recent announcement of
government policy to achieve a population target of /0
million by 2095. The current population growth rate is
3.2%. Although more than 50% of the people are literate,

there is 'a shortage of professional, technical, and

management skills.

2.3. The Plural Society

The most notable —characteristic of the <country's

population is her highly variegated ethnic mix, which can
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be divided 1into three  broad categories, namely the

Bumiputras: the Chinese and the Indians (Information

Malaysia Yearbook, 1989:p.15). The Bumiputras ( meaning
sons 0of so0il) refers to the Malays and 16 other indigenous
groups namely the Ibans, Bidayuhs, Melanaus, Kayans,
Kenyahs and others of Sarawak and Kadazans, Bajaus,
Bisayas and Muruts ' etc. of Sabah. Together the
indigenous or the Bumiputra groups form about 54% of the
population, with Malay constituting about '48%Z of the
Malaysia_’s population. The Chinese and the Indians form
34Z and 9% of the population respectively. These different
groups differ sharply from each other in religions,
cultures, languages, customs, -food habits and dress.
Before further discussion is carried out, it is pertinent
at this juncture, to point out that in Malaysia, as a
result of historical events, there -‘exists a positive
discrimination in Malaysia. For instance, the Bumiputras
are ' given some special privileges under the country's
constitution., These privileges are meant to protect the
Bumiputras' interests and also their dominant political
power which was deemed necessary to counter the Non-

Bumiputras' economic dominance in the country.

Malaysia is indeed a plural society. A plural society is
defined as a society comprising two or more -elements of
social orders which 1live side by side, yet without

mingling, in one political wunit. A plural socilety is
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characterised by (1) cultural diversity, (2) politically
organised cultural communities, and (3) the salience of
ethnicity (Rabushka and Shepsle, 1972:p.21). " Therefore,

like many other plural societies, the overriding objective

of the Malaysian government is to achieve national unity

It can be 'said that. communal - pluralism is the essential
reality of the  Malaysian society and the government.
Communal divisions appear -not only on specific issues
regarding the economic, social and cultural benefits but
also- in many facets of Malaysian 1life. Each race
communicates in 1its own language and adheres to 1its
customs and traditions strongly. Thus the relationship
tends to follow ethnic and religious lines. There is the
expectation 1in society that one will favour members of
one's own ethnic group., Friendship ties across " ethnic
border lines are - possible but more  difficult,

Traditionally, friends from different ethnic origins as a

rule are not invited together to some special functions .

Relations between the various ethnic groups can sometimes
be strained by sensitive issues relating to race, religion

and language. In 1969, there was a serious racial conflict
known as the May 13th incident involving the Chinese and
the Malays which resulted in loss of many 1lives. The
conflict arose mainly due to the dissatisfaction of the

Malays with- the Chinese regarding the inequality of
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economic power 1in the country. The Chinese. control the
economy while the Malays are politically dominant and this
is where the problem began. - Vigorous efforts however,
have been taken (i.e the restructuring of society through
NEP) to rectify this problem and to a certain degree,
relations between the various ethnic groups in -Malaysia
has improved. Also, the present Malaysians of various

origins are relatively more understanding and tolerant of

each other, although outburst of racial sentiments by some
ethnic groups (especially during election times) in
matters of regarding educational and job opportunities are
quite a common occurrence. The solidarity between the
various ethnic groups 1s clearly seen during festive
seasons when the - Chinese and Indians enthusiastically
visit the homes of their Malay colleagues during Hari Raya
(Muslim Celebration). Likewise when the Chinese have their
New Year ceiebration, the Malays and Indians will look

forward "to making a reciprocal visit. The Indians also

will have 'open houses' to their Malay and Chinese friends

during their 'Depavali Celebration. Such 1is the Malaysian

way of-1ife today.

2.3.1. The Malays

Of the three major races, the Malays are considered the
most backward because the majority of them live in rural
areas doing agricultural farming, or at coastal areas,

engaged in small-scale fishing. The rural Malays live for
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the most part in village communities. The o0l1ld semi-
subsistence economy based on rice and fruit-growing has

widened into smallholder production of rubber, copra and
recently of palm o0il, as well as the production of rice on
vast new areas of padi 1land irrigated by modern
engineering works. The other group of the Malay

population, the urban Malays, consist of those who are top

administrators in the c¢ivil services or executives in
private firms and the ordinary workers (comprising of the
clerks, technicians, police and armed forces, blue collar
workers etc) of both the public and private sectors. The
Malays are Muslims of the Sunni sect and are tolerant in

their observances. The school teachers, the mosque
officials, some prominent hajis, (those who have made the

pilgrimage to Mecca) and the retired government servants

are considered men of influence in their villages.

2.3.2. The Chinese
The majority of the early Malaysian Chinese arrived over
the 1830-1930 period. They came almost entirely from the

south-eastern provinces of China, notably Kwangtung and

Fukien; and they are subdivided by 1local dialects of
Chinese (Cantonese, Hokkien, Foochow, etc.) which they
speak. The first immigrants came as 1labourers with the
intention of returning to China with their savings - as

most of them in fact did (Ping, 1985:p.139). However, some

prospered, having accumulated their fortunes by operating
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mines, plantations, trading houses, factories and shops.
Out of their immense stake in Malaya came their first
attachment to it and a resultant 1inclination to settle

permanently.,

Although they were of peasant stock, the Chinese came to
Malaysia to make money, for which- - they show a remarkable
aptitude. The majority of the Chinese live in  the major
cities and towns of Malaysia. They 1lead 1in almost
everything, ranging from dominance in business and
commercial activities to occupying the top professional
and technical positions in the private sector. If it were
not for the provision of the constitution of Malaysia,
they would eventually dominate the top positions in the
civil service also, since the Chinese community has the
highest number of educated people with ‘university and

college qualifications,

The Chinese are divided into various clans or groups such

as Hokkien, Teochiew, Hailam, Hakka, Cantonese and many

others. Most Hailese are 1involved 1in restaurants or

coffee-shops, while the Hokkien and Teochew are involved
in rubber plantations and retail provisions or product
distributorships. The Hokkiens are penetrating and
expanding into hotels, restaurants and coffee-houses, an

area dominated by the Hailanese  (Mong and Ghani,

1979:p.69). !
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Chinese religion 18 a blend of many elements of which
Buddhism and Ancestor 'worship' are perhaps the main
elements,(Sarachek; Hamid; and Ismail, 1984:p.182) Every
dwelling however humble has its domestic shrine. However,
compared to the Malays, the Chinese appear less concerned
or less 1interested in matters of religion. Chinese
religious tolerance often borders on indifference (Wu,

1980:p.38). At the same time, however :Chinese’ culture

harbours a healthy respect for superstitions.,

2.3.3. The Indians

The Indian community in Malaysia comprises of the Tamils
(eighty percent) who migrated from Tamil Nadu state of
Southern India, and also the Telegu, Malayalis and Sikhs
who make up the remaining percentage of the Indian
population. The vast majority of Indians are Hindu while
the rest are either Muslims or Christians. They were
brought to Malaya as "cheap labour" or coolies under the
indenture and kangkani systems of immigration and they

worked in estates although a minority of them who arrived

later came to work in the lower rung of the British Civil

Service as policeman or in army, and clerical jobs etc

(Rajoo, 1985:p.149).

Today the Indians can be divided into two major
categories; the plantation workers and the urban dwellers,

About 60X of the 1Indian population in Malaysia  1is
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concentrated in the plantation estates where they had were
recruited as coolies by the British as estate workers.
These Indians are simple people, not well-educated, and

they are generally happy as evidenced from their over-
indulgence in todi (Indian alcohol drink). They are not

normally concerned with world affairs for their world

revolves around the estates. The other group, the urban

Indians constitute the educated and the commercial class.
Broadly, they are «classified as the South Indians
(Malayanis and Tamils); the North Indians - (Punjabis,
Sikhs, Sinhis, Gujeratis, Bengalis and Marwaris) and the
Ceylon Tamils. Except for the Sikhs who are mostly in the
police force, the North Indians are engaged in business.
The Malayalis and Ceylonese normally work as white-collar

workers both 1in private and government sector.

The religion of the majority of Indian workers 1is a
combination of peasant Hinduism and folk religion. Kinship
ties among Indians are strong and non-conformity to family

norms would result in total exclusion from all kinship

ties.

2.3.4. The Other Bumiputras
The other Bumiputras consists of 16 ethnic groups. They

are the -minority group but the Constitution provided them
special privileges similar to those enjoyed by the Malays.,

Dominant "ones among these ethnic groups are the Ibans,
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Dayaks and Melanaus of Sarawak and the Kadazans, Bajaus

and Muruts of Sabah. Generally, they are more like the

Malays in their cultures and occupations but unlike the

Malays, they normally practise shifting cultivation.

The Dayaks and the Bidayuhs for example, live in rural
areas and some still live in longhouses. Most of them are
hill rice cultivators although many youngsters are now
flocking to the major towns to look for work. The Melanau
are normally fishermen. The Muruts, Kayans and Kenyahs
live in the interior parts of Sarawak, and until recently,
they were among the most primitive groups leading a simple
lives living in 1longhouses. The Kadazans, Bisayahs and
Muruts are also rice cultivators, cash-crop growers and
fishermen. It must be noted however that times have
changed, and many of these ethnic people are now migrating

to towns penetrating the white collar jobs, which were

once dominated by non-indigenous people.

The indigenous groups are simple .people and the majority
of them are not well-educated. This is the main reason for
their backwardness compared to:the other ethnic groups.
With the New Economic Policy, remedial actions such as

providing low-interest loans for Bumiputras to engage in

business, setting certain quota for Bumiputra students in

university, reserving certain important posts in certain

sector for Bumiputra groups etc., have been aggressively
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pursued by the government to assist them to catch up with

the other groups.

The Ibans and Bidayuhs, who are also broadly known as
the Dayaks of Sarawak are mostly Christians although a
minority still practise animistic religion or paganismn.
The majority of Melanaus are Christians; others are

Muslims while some are ‘also pagans. The Kadazans mostly

follow the Christian faith, while Bajaus are followers of

Islamic religion.

2.4. The Government

Malaysia has a constitutional elective Monarchy
(Information Malaysia Yearbook, 1989:p.85-103). To some
extent, the Government is patterned along the British
system, with legislative powers vested in two houses of
Parliament: the Dewan Rakyat (House of Representatives)
and the Dewan Negara (Senate). The supreme Head of' the
State 1is the King, the Yang di-Pertuan Agong, who 1s
elected by the nine state rulers, to a five-year term. In

the Malaysian system , each of the nine royal states has a

ruler, the Sultan, while in each of the four remaining

non-royal states, there 1is a Governor, usually referred

to as the Yang di-Pertua Negeri who is elected to office
for a four-year term by the King after consultation with
the Chief Minister of the state concerned. National

executive power 1is vested in the Prime Minister and the
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Cabinet. The Prime Minister is a member of the Dewan
Rakyat who commands the confidence of that House, and he
is appointed by the Head of  the State. Ministers
constituting the cabinet may, with the consent o0f the
Supreme Head of State, be appointed from either House.
Unicameral legislative assemblies of elected
representatives govern the states: A Chief Minister 1is
drawn from each assembly to appoint an executive ‘council,

which manages the state affairs within its purview.

The constitution lays down a strong central government
responsible for most matters, including health, education,

finance, external affairs, internal security, and civil

laws. Certain powers, especially those relating to land,
agriculture and forestry are given to the states.
Constitutionally, Malaysia is quite unique in that she has
special provisions granting some powers on certain matters
such as immigration, forestry etc. to the the States of
Sabah and Sarawak. The justification for this arrangement
is to allow for differences in culture and level of

development in Sabah and Sarawak compared to the other

states in Peninsular Malaysia.

Further, the constitution of Malaysia safeguards the
position of the Bumiputras by giving them special
privileges,such as providing financial assistance in the

form of flexible loans and preferential treatment over
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others in business and commercial undertakings; reserves

of places in certain positions in the civil service and

places of higher institutions of learning; and

reservations of native lands which are non-transferable in
titles to the Non-Bumiputras. Such provisions are deemed
necessary to help alleviate the poor state of Bumiputras
who still 1lag behind the other races in many aspects,
especially in economic and educational development. This
is very crucial for national unity and communal harmony
given the multi-racial nature that exists in the plural
society of Malaysia. The May 13th incident of racial
violence was a good enough example to the leaders of this
nation that racial imbalance in opportunities in ownership

of assets, commercial activities, educational pursuits ‘at

tertiary level, etc is not healthy for the stability of a
multi-racial society. Therefore, efforts have been made,

sometimes at the expense of one group, to ensure that the

country's wealth is distributed fairly between the various

races in Malaysia,

2.5. The Malaysian Economy

Despite the prolonged world economic recessions, which
began in 1979 and continued into the early 1980s, the
Malaysian economy is doing very well. Overall, the Gross
Domestic Product (GDP) grew at an average rate of 5.8% per
annum 1n real terms during the period 1981-1985. In real

terms of current prices, the GDP grew by 7.9%Z per annum,



-27 -

enabling the per capita income to rise by 4.4% per annum
from M$3,719 in 1980 to M$4,609 in 1985. The growth of the

Malaysian economy (refer to Table 2A below) is projected

to be at 5.0% per annum for the Fifth Plan period (Fifth

Malaysia Plan, 1986:p.71).

Table 2A: Malaysia's Gross Domestic Product by

Expenditure Category, 1985 and 1990 (in M$million).

Expenditure Category 1985 1990
Private Consumption 39,832 51,320
Private Investment 11,903 18,009
Private Consumption 11,750 15,274
Public Investment 11,700 11,467
Change in Stocks -307 +628
Exports of goods and 42,881 50,252
non-factor services
Imports of goods and " 39,289 47,115
non-factor services
Gross Domestic Product 78,470 99,835
Net factor Payments -5,692 -7,115
Gross National Product 72,778 92,720
Average annual growth rate for 1981-85 = /.1
Average annual growth rate for 1986-90 = 5,0%

Source: Fifth Malaysian Plan, 1986)
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The primary sector, comprising agriculture and mining and

quarrying, grew at a rate of 4.27%. They account for 317% of

the total output of the country's economy. The agriculture
sector currently accounts for 20.3% of the total output in
the economy. Its output is dominated by the production of
rubber and palm o0il which comprises 48.3% of the total
production in this sector., The secondary  sector,
comprising of manufacturing and construction activities,
expanded by 5.5% per annum and accounted for 23.3% of
output growth. The sector contributed 24.37%7 of the total
output in the economy in 1985, It is projected to grow at

6.4% per annum during the 1986-1990 period.

Exhibit 2.2.

SHARE OF GROSS DOMESTIC PRODUCT BY INDUSTRY OF ORIGIN,
1980, 1981, 1982, 1983, 1984, 1985, AND 1990
. (in 1978 prices)
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It is said Malaysia has always been Eﬂe "Lucky Country"” of
Asia. Balakrishnan (1989:p.96) said;

"its soil produces more palm o0il and rubl:;er than any
other country 1in the wofld, tﬁougﬁ neither 1cr0p ig
indigenous. 0il wells off its coast yield petroluem so
'light' that it commands a premium price: Timber companies
have been logging Malaysia's forests with such vigour that

it is the world's largest source of commercial hardwood".

Malaysia 1is the world's largest producer and exporter of
rubber. The production of rubber for 1985 was 1,624,000
tonnes and this represented 33.6% of the wo;ld production
(Information Malaysia Yearbook 1989:p.301-302). For the
same year, production of crude palm oil was recorded to be
5,400,000 tonnes and this accounted for about 59% of the

world production Information Malaysia Yearbook,

1989:p.303).

Malaysia is also a net exporter of petroleum and liquefied
- natural gas which are now the country's top earners.

Malaysia's estimated recoverable reserves of crude oil

were 3.1 billion barrels at January, 1986.

Malaysia has been doing well economically as a result of

her diversification programmes into the manufacturing
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sector. Unlike other commodity~based countries whose

fortunes: fluctuate with the erratic world commodity

prices, Malaysia adopts the tactic of pursuing export-

oriented manufacturing. This has paid dividends, for

Malaysia's main export items are no longer commodities,
which still bring in substantial revenue, but manufactured
products. Exports of manufactured goods grew 28.9Z in 1988
and accounted for 49%Z of export earnings, up from 33%Z in
1985 (Balakrishnan, 1989:p.96). The balance of trade of

Malaysia is quite sound as shown in Exhibit below:

Exhibit 2.3: Malaysia's Balance of Trade, 1985-88

r ,
_ €)= estimates Source: Ministry of Finance, Economic Report | 988/89

ASEAN COUNTRIES
Balance of Trade 1986 & 1987 (USS million)

aria | Pl | Socrpore | Tt
5,303.0 -1,200.8 -3,902.0 -1,701.1
3,000.0 -3,016.0 - 301.6

Source: Ministry of Finance, Economic Report 1988/89
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Malaysigﬁs per capita GNP based on data of 1988 is
Us$2,079 (MIDA 1988) and this is nearly twice that of her

neighbour, Thailand; about three times that of the
Philippines; and six times that of Indonesia. The GDP
growth rate in Malaysia in 1988 was 8.1%Z, the best in the

decade and for 1989, it has been projected to be around
8.5% (Balakrishnan, 1989:p.97).

L

Exhibit 2.4: Export of Malaysia by Commodity, 1985-88

Year Yolume Value Growth Share Total
Commodity (‘000 s (Value) Exports (Value) | Position
tonnes) | (“000,000) (%) (%)

Electrical & Electronic
Products

Crude Petroleum
Petroleum

Natural Rubber

Timber (Sawlogs)
(production in ‘000 cu.m)

Liquid Natural Gas (LNG)

® Textiles 1987

(Source: Malaysia Information Year Book, 1988:p.422)
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2.6. The New Economic Policy
Despite Malaysia's rapid rate of economic growth in the

years after independence, two ~ fundamental problems

persist: widespread poverty and serious racial imbalances

(Young; Bussink; and Hasan, 1980). To a large extent, this

was cited as the root cause that led to the racial riot,
the infamous May 13 incident where the Malays and: Chinese
clashed, resulting in unnecessary 1loss of 1lives. In

response to these problems, the government embarked upon a

policy called the New Economic Policy (NEP) in 1971,

In 1971 when the NEP was inaugurated, the Malaysian
economy was mostly in the hands of foreigners whose

controlling interests amounted to 62%. Of the remaining
share, the Non-Bumiputras own 34% while the Bumiputras
have only a mere 4%. This ethnic distribution according to
occupation or economic activity was the norm of the day.
More than two-third of the Malays were in agriculture,
while less than a third of them were involved in mining,
construction and ' trade. The Chinese were mainly
concentrated in commerce, manufacturing, mining and

construction. The Indians were found to be mostly estate
workers, although some of them were  successful 1in
professional fields as lawyers and commercial
entrepreneurs. The pattern of occupations in both private
and public sectors on the whole indicate that the

professional and technical occupations, such as



-33 -

engineers, doctors and accountants are the monopoly of

Chinese and Indians while the clerical jobs are dominated

by the Malays. The political and governmental
administrative positions, due to the provision of the
country's Constitution, are mainly controlled by the

Malays. The NEP was especially formulated to rectify the

situation to redress the racial imbalances that are

considered unhealthy.

The NEP, 1in aiming for national unity, carries a two-

pronged policy namely:

(a) eradicating poverty and providing more ' employment

opportunities for the people irrespective of their ethnic

origin; and

(b) accelerating the process of restructuring society in
order to correct the existing economic imbalances, so that
the identification of certain economic roles by race could

be reduced and finally eliminated (Second Malaysia Plan,

1976:p.7).

In trying to achieve the objective of reducing the

imbalance through the restructuring of "society, some of

the steps to be taken are:
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(1) to 1increase the share of the Malays and other

indigenous people in employment in mining, manufacturing

and construction and the share of the other Malaysians in

agriculture and services;

(2) to raise the share of the Malays and other indigenous

people in the ownership of productive wealth including
land, fixed assets and equity capital. The target is that
by 1990 they will own at least 30% of equity capital with
407 being owned by other Malaysians;

(3) to foster the development of entrepreneurship among
the Malays and other indigenous people so as to contribute
effectively towards the creation by 1990 of a strong and

viable commercial and industrial community among them and

(4) to encourage and support private investment both

domestic and foreign ((Second Malaysia Plan, 1976:p.9).

NEP has been misunderstood by the Non-Bumiputras and
Bumiputras alike. The Non-Bumiputras tend to see it as a
threat to them, to discriminate against them, and even see
the apportioned quota of 30% participation of Bumiputras
in business ‘and commercial activities as denying them of
their existing share.The Bumiputras, on the other hand,

tend to be overcontented and believe that the magic figure

of 30% will be theirs without effort.
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Many economic observers have agreed that the NEP has been

quite successful in poverty eradication and the
restructuring of society, even though the achievements of
Bumiputras (aiming for a 30% share of the nation's
economy) still fall short ‘of - targets. For example, for

the period of 1979-84, all ethnic groups experienced

increases in incomes. In real terms,the Bumiputras' mean

household income increased by 30% over the period, with

20%Z for the Chinese and 9% for the Indians. For the same
period, the rate of employment for the Bumiputras
increased by 2.6% annually, while that of Chinese and
Indians, each rose by 2.5%. Although still comparatively
low, in terms of category of ' occupations, the number of
Bumiputras in the professional and - technical field
increased from 155,000 in 1980 to 194,000 in 1985. With

regards to the ownership of share capital, the Bumiputras

are doing quite well because their share in 1985 was

estimated to be about 18%. Ownership by Bumiputra
individuals grew at a fast rate of 32%, thereby closing

the gap between the Bumiputras and the Non-Bumiputras

(Fifth Malaysia Plan, 1986:p.125).

2.7. The "Look East”" Policy

The 1970s were years where Malaysia was preoccupied with.
policies aimed at bringing national unity through
restructuring of economic and -social structure of the

nation and the eradication of poverty amongst the
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Malaysians 1rrespective of races. The 1980s, however,

witnessed another era where the government made efforts to
strive towards productivity and efficiency to meet the new
economic challenges which, initially appeared unfavourable
to Malaysia. In 1982, the government of Malaysia launched
the "Look East"” policy to be used as a tool in facing the
new economic realities. It was also believed that the

"Look East' policy would be in line with the government's

desire to make 'Malaysia a progressive and successful
nation and also perhaps provide the answer to the somewhat
oversized Malaysian public sector which, some quarters
pointed out, had been unproductive and inefficient in its
discharge of public duties (Drummond, 1984:p.9). Working
and institutional arrangements needed to be made and new
values had to be adopted. Only by implementing new

approaches and blending existing values with new ones can
the nation hopes to build a better society which will be
united,” resilient, self-reliant and progressive. Thus,

"Look East" policy, the brainchild of Dr. Mahathir, the

present Prime Minister of Malaysia, was born.

"Look East", according to Dr. Mahathir, means emulating

the rapidly developing countries of the East, namely,
Japan and Korea, 1in the effort to develop Malaysia,
Matters deserving attention were thought to be diligence
and discipline in work, loyalty to the nation and to the

enterprise or business where the worker 1is employed,
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priority of groups over individual interests, emphasis on
productivity and high quality, upgrading efficiency,
narrowing differentials and gaps between executives and
workers, management systems which concentrate on long term
achievement and not solely on increases in dividends or
staff incomes in the short term, and other factors which
can contribute to progress for Malaysia (Jomo,
1985:p.304). He further explained that "Looking East"
does not mean begging from the East or shifting the
responsibility for  developing Malaysia to them. Instead
that responsibility should be that of all Malaysians.
"Looking East"” also does not mean buying all goods from or
granting all contracts to companies of -the East, unless

their offer is the best.

When launching the "Look East" policy, Dr. Mahathir always
stressed that Malaysia is not breaking its relationship

with the West by saying:

"Whatever you used to do before with the West I think you
should also with the EaSt.......L00k East means we should

resort to other sources than the West and this doesn't
mean that we are going to give up the West entirely. What
is good in the West, we still follow but here 1s a source
of ethical values, systems and everything else which are

useful to us. So why shouldn't we make a deliberate effort
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to acquire this from the East?"(New Straits Times, July

16, 1982)

There are some major factors that are detrimental to the
adoption of "Look East" policy. ‘Firstly, Malaysia realises

that she no longer enjoys the economic prosperity that she

once had. She  finds that with the global recession
widespread, the prices of primary commodities 1like tin,
rubber and palm o0il, of which she is the main world
supplier, have .not been too favourable. She has ¢to
transform herself from an agro-based. to an industrial
nation if the country is to be competitive with others in
the region. Malaysia has to search for a new strategy and
look for a model to base herself upon. Malaysia is trying
to be not too dependent on her natural resources which
have been adversely affected by world's fluctuating
market. What she needs 1is a new approach, that 1is, to

diversify into into manufacturing industries. A new model

1s necessary.

Secondly, Malaysia which has always carried out policies

based on Western model, principally the British management

style,” finds that the Western model is no longer adequate

for her development purposes. Western countries are having
many economical and socio-political problems themselves.

The "Look East"” policy can be interpreted as a ‘response

emanating from the disillusionment with the western model
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of development. Britain, for example, whose post—-economic
exploitation of the colonies and overall superiority in
maritime power, provided her - with all the grandeur of a
superpower, seems to be in decline. The once proud lion is
now ageing, so they say. Because Great Britain herself is
no longer that 'great', Malaysia needs to turn to- other
countries for a model of development. It also has become
clear that there is not much point in looking to the West
since the values, cultures and religions of the East and
the West differ greatly. So Japan, being a new successful
economic power with Oriental values, is an ideal country
to learn from. It is argued that similarities in culture
and value systems will help to resolve the conflicts which
always occurred when Malaysia  was 1in the process of
learning from the West in the earlier period. Japan 1is

considered by Dr. Mahathir as a model nation. He said in

one of his interview sessions regarding the "Look East”

policy:

"We see the Japanese have made headway while:. the

West...appears to be regressing. So in order for Malaysia

to progress, we have to learn from the better example, the

Japanese example" (Das, 1982:p.39)

Incidently, Malaysia's relationship with Britain- at this

time was at 1its 1lowest ebb, Malaysia was also very

unhappy, for a number of reasons, with Britain. The first
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event was the raising of tuition fees of foreign students
by the British government. At that time, the Malaysians
comprised the 1largest number of foreign students .in
England with 13,000 - students. Being a member of the
Commonwealth  countries, Malaysia expected some
preferential treatment. It was felt that if tuition fees
were to be increased, it should be done over the years so
as not to inconvenience the government of Malaysia, the
main sponsor of the students studying overseas, and also
the parents of those students affected. The second episode
that led to deteriorating relationship ‘concerned a
deadlock in air flight negotiation between '‘Malaysia and
Britain. Britain refused to give additional landing rights
in Britain. What actually happened was that Britain had
suggested that Malaysia purchase 4 surplus Boeing 747s
from Britain in order that a favourable attitude towards
Malaysia's request be considered. When Malaysian Airlines
System (MAS) did buy = four aircrafts, but found that
landing - rights were still not approved by Britain,

Malaysia was naturally disappointed. The last straw was

over what 1is better known as the "dawn raid". As part of
the Malaysianisation process " under the NEP and the
restructuring of the economy, the Malaysian government
bought out the stocks of an English company, Guthrie,
which engaged in a variety of enterprises in Malaysia. It
was sald that Malaysia was able to do this in just four

hours. In response to this, the English Stock Exchange
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took a similar "dawn attack” by revising regulations on
the exchange. The regulations were revised so that a seven
days grace period must be given if stocks over a certain
standard were purchased. Malaysia was infuriated by such
action because it was seen clearly as an attempt to block
the Malaysian government's aspiration towards its nation
building process. The Prime Minister immediately launched
a "Buy British Goods ‘Last" directive. Any contract that
was to be awarded to a British company in Malaysia had to

get the approval of the Prime Minister's Department. All
the events above culminated into an open conflict causing

Malaysia to drift further away from her one time colonial

master.

The third underlying cause for the sudden "Look East”

policy is prompted by Malaysia's desire to be economically
and technologically successful like the Eastern countries
of Japan and Korea. As regards Japan, Dr. Mahathir 1is very
impressed with her ability to come out from the debris of

the atomic bomb which shattered the whole economic

machinery, to become the world superpower. She has no

natural resources like Malaysia; and the land is mostly

hilly - and so uncultivatable; but yet she has been

successful. The success seems ‘to lie, for the most part,
in its highly disciplined and hardworking people. This is

what Malaysia wants to be. By emulating Japanese work

ethics, Dr. Mahathir wants the Malaysians to be a hard
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working society 1like Japan. If Malaysia is to be

successful economically and technologically, then Japan is

the ideal country to model herself upon.

The 1last major factor which has been said to be the

ultimate impetus for the "Look East" policy has to do

with the personality of the present Prime Minister, Dr.

Mahathir. He personally believes that the ills confronting

Malaysian society, particularly of the Malays, can be
solved by emulating the Japanese. He is of the opinion
that the characteristics of the Japanese workers, such as

dedication, discipline and strong work ethics are good for

Malaysians to emulate. The "Look East" policy is also the

result of his anti-Westernism or,  more correctly, his
disillusion with the Western model of development
(Saravanamuttu, 1984:p.456). Unlike his three

predecessors, he never had any tertiary education in the

West, and this background is said to have accounted for
his lacklustre attitude towards the Western model. At this
time also Japanese economic success was at its height.,

Many business executives and managers flocked to Tokyo to

find out the secret -of Japanese "economic miracle”.
Japanese management seemed to be the in-thing then. Dr,
Mahathir, being newly 1installed ' to the Premiership,

naturally found this a golden opportunity to try a new

model to replace the obviously ineffective Western model

for the industrial development of his nation. In term of
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transferability issue, the Malaysian management system is

unusual in that it has already adopted and adapted another
culturally determined model from the UK. Therefore, it has
to consciously discard that model or key elements of it in
order to proceed. Far from being a constraint however, the

fact that Malaysia has already adopted the model makes it
more experienced and more open to the transfer of the

strengths of another non-Malaysian model.

Dr. Mahathir 1is also said to have been disillusioned by
Western leaders who are not so sympathetic to developing
countries like Malaysia. This was made evident when he

began his premier's term by his snubbing. of the

Commonwealth Conference in Melbourne, followed by his

famous call of "Buy British Goods Last".

The "Look East" policy is being pursued at two 1levels,

namely;

(i) the level of external economic ©policy, whereby

Japanese-cum-Korean governmental and private sector aid,
technical assistance and training are being sought and
contracted for 1in Malaysia. As an extension of this,
students are also to be sent to both Japan and South Korea

for vocational and tertiary education as a deliberate

policy, and
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(ii) the 1level of domestic policy wherein the Malaysian

government itself seeks to:inculcate the 'Eastern' work

ethic through various propaganda devices and through

concrete promotion and implementation of policy in the

private and public sector (Lean and Lim, 1984:p.457).

In the spirit of the "Look East" policy, many government
officials such as engineers, technicians and heads of
departments are being sent to Japan for training for a
period of one month to three years. Malaysian students
have also started flocking to Japanese universities in
significant numbers for the first time. By 1983, there was

a total of 1719 Malaysians sent for training to Japan.

2.8. Malaysia-Japan Relationship
2.8.1. The Past and Present Relationship
Historically, Japan has never had a good image among the

Malaysians. This is the result of the brief but bitter
military rule in Malaysia (at that time called Malaya,

Sarawak and North Borneo) by the Japanese from 1942-1945.

The notorious behaviour. of the Japanese soldiers during

their three and half years occupation were full of
atrocities. The people were mercilessly manipulated -and
maltreated, for the Japanese were very brutal in dealing

with those who disobeyed them. The Japanese made

themselves so hated that for a decade after the war it was

deemed unsafe for individual Japanese to visit Malaya
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(Gullick, 1968). Even to this day, the older generation of
the Malaysians who e)gperienced the brief occupation are
said to be not enthusiastic at all about the Japanese. On
account of Japanese aggression during the Second World
War, the Malaysians sustained not only physical damages,

but also "moral trauma”". Animosity towards Japan amongst

the older generation in Malaysia is still strong.

As for the Japanese, they did not try to establish a
relationship with Malaysia immediately after Independence.,
The Japanese low profile and slow contact in Malaysia
prior to 1970 was understandable. She was busy

reconstructing her war-torn economy. On the other hand,

Malaysia, like other Southeast Asia countries, still had
memories of the harsh brutality of what the Japanese did
to them before. Furthermore, there were unresolved

problems regarding negotiation of the reparation

repayment by Japan to Southeast Asian countries, including

Malaysia.

Such a poor image of Japan, and the cold relationship

between the two countries took a U-turn in the -early

1970s. This was a period where the Japanese again invaded
Malaysia 1in great numbers, but this time as civilians.
They came as investors, signing contracts for mineral and

timber concessions, foreign investments, joint-ventures in

car assembly and electronics etc. As a result, their
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products also bééan to flood the Méléysian markets and
more and more British and American prodticts were pushed

aside from the shelves of the popular stores.

The Japanese are coming again. This marks a new era

» 'y

whereby they are heartily welcome. Today, there 1is always
a Japanese community in Malaysian major clties comprising
mainly of business executives wﬁo are sfaéioned at their
company's subsidiaries based in Malaysia. Theiref are more
than 300 Japanese firms in the country. There are a number
of Japanese restaurants in major cities (14 in Kuala
Lumpur alone) catering for their needs. The*goﬁernment of
Malaysia is even said to have employed one* verjr renowned
Japanese consultant, by the name of Kenichi Ohlﬁée, ifith

whom the Prime Minister is said to occasionalli coﬁsult,

especially in matters relating to the "Look East" bolici;

Between 1980-1936, an averagé of%iIS,OOO Japanese visited
Malaysia annuélly (MAJECA-JAMECA Joint Conference,
1988:p.1). In 1985 Jajpan fepresented the largest tourist

generating market outside the Asean region with 117,250

arrivals. This éonstituted 4% of iﬁhe total arrivals,

Malaysia earned M$129,771,000 from Japanese tourists that

year. There has never been a period which witnessed a very

close relationship between Japan and Malaysia as that of

today.



A

2.8.2. Japan-Malaysia Trade Relationship

Presently, Japan is the No. 1 trade partner of Malaysia.
In 1987, exports from Malaysia to Japan totalled M$8.8
billion (MAJECA-JAMECA Joint Conference, 1988:p.8-15).
This represented 207 of all exports from Malaysia and was
the largest share for any trading partner. Imports to
Malaysia from Japan constituted of M$6.9 billion for the

same year. This amounted to 22%7 of the total Malaysian

import from all countries. It was also the largest amount

for any trading partner.

Japan 1s considered a particularly important trading
partner for Malaysia because in terms of revenue and
expenditure, Malaysia has shown a substantial increase in
exports since 1985, They amounted to M$2.3 billion in both
1985 and 1986 and M$1.9 billion in 1987. The Japan-

Malaysia trade showed that it had been in Malaysia's

favour., The details of the statistics concerning the

trading volumes and export and import of Malaysia 1is

proﬂuced in Table 2B and Table 2C.

Table 2B: Exports and Imports of

Malaysia to and From Japan

T 1983 1984 1985 1986 1987

Malaysian exports
to Japan 6,429.2 8,632.9 9,272.0 8,116.7 8,827.5

Malaysian imports
from Japan 7,768.4 8,646.1 7,006.0 5,736.2 6,925.5

Trade balance -1,339.2 -13,2 2,266.0 2,380.5 1,902.0
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Table 2C: Exports and Imports of

Malaysia to and From Selected Countries

- + = l} " i ] ’q
- 1

' (unit: in million Malaysia Ringgit = 'l*;I$)

Trading partners = 1983 1984 1985 - 1986 1987

3 Total value 32,771.2 38,646.9 38,016.7 35,720.9 45,175.7
o Japan - value  6,429.2  8,632.9. 9,272.0  8,116.7  8,827.5
w X " T19.6 22.3 24 .4 22.7  19.5
Y USA . 13.3 13.6 12.9 - 16.6 |, 16.6
SS EEC 14.6 ~  12.6 14.1 14.6 14.3
W~ ASEAN nations - 28.5 26.7 . 25.8 . 22.1 24,2
% (inclusive of '
;:E' Singapore) (19.5)  (20.4) (19.4) (17.0) (18.2)
S Total value 30,795.2 32,925.9 30,437.8 27,921.3 31,982.6
o Japan - value . _ 7,768.4  8,646.1  7,006.0 . 5,736.2 . 6;9255
g 4 25.2 26.3 23.0 20.5 21:6

t USA . o 16.2 16.3 . 15.2 . 18.8 ., 18.6
&G EEC 14.0  13.4 14.2 14.6 13.4
%~ ASEAN nations . - .., 18.7 19.4 22.4 L21.5 . . 20.8
= (inclusive of
E Singapore) o (13.9) (13.0) . (15.9) (15.0) (14.7)

Trade balance 1,976.0 5,721.0 7,578.9 7,799.6 13,193.1

(Source: Statistics Bureau, Malaysian Prime Minister's Office)
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Out of M$8.8 billion - of Malaysia's total exports to Japan
in’ 1987/, the value of various manufactured products was

MS1.3 billion which showed a 13% increase from the
previous year. The export from 'Malaysia to Japan consists
mainly of primary commodities such as petroleum, gas, palm
oil, wood, timber, rubber and tin. Recently, there has
been an "increase 1in export of electrical 'and electronic
components, and other manufactured products. In fact in

1986, there was a record of MS1,149 worth of manufactured

products exported Malaysia to -Japan.

The major items of Malaysia's import from Japan: consist

of intermediate products and components such as light

industry products, chemicals, textiles, heavy industrial

products, iron and steel and machinery and equipment.

According the Chairman of the Committee on Trade and
Investment at the MAJECA-JAMECA's 11lth Annual Conference

held at Kuala Lumpur in 1988, the growth rate in
Malaysia's total trade with Japan in 1987 was 13.7%.
Certain export items increased in much greater quantities
in 1987 "than the previous year, although the‘' overall
‘e}:ports did not increase significantly. Malaysian imports
from Japan 1increase slightly especially those of

intermediate products and materials components.
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A research study by the Master Builders Association

Malaysia on the Japanese participation and competition in
the construction industry in 1983-84 showed that estimated
total amount of contracts awarded to Japanese contractors
and joint ventures from January’ 1980 -to December 1984
exceeded MS$3.8 billion. Malaysia was the second biggest
client of Japanese contractors in 1983 after Singapore,

according to the Japanese Construction Ministry.,.

2.8.3. Japan's Investment in Malaysia

The latest statistics from MIDA (1989) regarding foreign
investment in Malaysia states that in the first six months
of 1989, Japan led the foreign investors with M$1l.2
billion.

Baed on available data, it 1is found that the Japanese

investments 1in companies of manufacturing production in
Malaysia as at December 1986, totalled M$1.8 billion,
Hence, Japan ranked as the 1leading foreign 1investor
followed by Singapore and the United Kingdom. Based on
equity in approved projects by MIDA in 1987, Japan also
topped the list with M$230,9 million representing 31Z of

the overall total. It is also expected that Japan would
continue to be the leading investor in Malaysia based on
the firét five months of 1988 investment figure. (MAJECA-
JAMECA Conference, 1988). It is also observed that so far

the inflow of Japanese 1investment 1is most conspicuous
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amongst the Japanese multi-nationals 1like Matsushita,

Sharp Corporation, Mitsubishi, NEC and Ajinomoto.

According to Mr. Kazumasa Suzuki, the president of JACTIM,

the Japanese investment in Malaysia among other things,

has been due to the following:

a. Malaysia 1is politically stable compared with other

Asian countries in the region;

b. Abundant labour forces with reasonable wage

c. Infrastructure, especially in Industrial areas is very
good;

d. Abundant natural resources.

As mentioned earlier, the Japanese - - did not make
significant inroads in Malaysia until after 1970, there
being only 37 joint ventures in 1964 and 46 by 1969. One
reason for this was due to the unresolved reparation issue
wvhich was settled only in 1967 with donation of two ships
to the Malaysian International Shipping Corporation,
Thereafter, Japanese joint ventures appeared to have
picked up to the extent of more than 100 out of 189 joint
ventures 1in the country in 1978 (Saravanamuttu,
1984:p.465). The great numbers in joint ventures has been
due to the government policy which attempt to
industrialise the country. By having joint-ventures with

the Japanese, Malaysia hopes to learn the advance
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technology from their Japanése counterparts in line with

the country's industrialisation effort.

According to the sources compiled by Japanese External
Trade organisation (JETRO) in 1978, there was a total of
368 Japanese firms in Malaysia, of which 191 or 51.9% of
them are located in Selangor; 47 each in Penang and Sabah

while the rest were scattered all over the states in

Malaysia.

According to the latest statistics compiled by the author
based on sources from JETRO as of December 1988, there are
440 Japanese companies (including joint-venture companies
with Malaysian government) in ﬁalaysia. 'About 170 are

engaged in manufacturing and found in Petaling Jaya and

Klang valley regions of Selangor, while the rest are
scattered in other major cities like Penang, Johore Bahru
and Kuching. The total sales of Japanese enterprises in
1986 was M$3,770 million which is an eqﬁivaient of the
total sales of manufacturers in Malaysia for that year. .
The number of employees employed in Japanese companies was

around 40,000, of which 99% of them are Malaysians.
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Exhibit 2.5: Location of Japanese Companies in Malaysia
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There is a number of reasons that can explain the immense

presence of Japanese firms in Malaysia in the .1970s. At
this period, Malaysia was vigorously carrying out  her
development policies as under the New Economic Policy. It
was the era where numerous public enterprises were formed
and the government being hard-pressed for capital and

expertise to run these enterprises welcomed foreign

investors as partners. The Japanese responded well to such

invitation and in fact out of the 189 joint ventures set

up in 1978, 100 of them are the joint ventures between

Malaysia and Japan.

Malaysia succeeded in attracting the Japanese to invest: in

the country because of her overly 1liberal and attractive
terms she which offers under the 1968 and 1980 (Amendment)
Investment Incentive Act. Malaysia's specific fiscal and
other incentives, designed to provide tax relief to new
enterprises or expanding ones, are: pioneer status that
exempts companies from 40% company tax and 5% development

tax; labour utilisation relief; special incentives for

export—-oriented industries and locational incentives with

'tax holidays' of 5-10 years (Saravanamuttu, 1984:p.465).

There is also a provision of appropriate tariff protection
and duty exemptions on raw materials and machineries
required by manufacturing industries. Malaysia is also

noted for her generosity by providing 50 industrial

egstates and 7 Free Trade Zones totalling 9,649.2 hectares
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in various parts of the country. Another' 'pull' factor is
the fact that Malaysia imposes no restrictions whatsoever
on the reparation of profits by foreign investors. Japan

gladly took advantage of such excellent incentives and

conducive investment climate found in Malaysia.

Malaysia 1is a natural choice for Japanese economic
invasion because of the rich natural resources that she
has. She is the world's leading producer of tin, rubber,
palm oil, timber and also pepper. In 1981, for instance,
Japan consumed 30% of Malaysian mineral products (oil) and
49%Z of Malaysian wood and paper. With a closer trade ties

with Malaysia, not only would Japan be assured of- the raw

materials her industries badly need, but she would also be

able to export her finished products to the promising

Malaysian market.

Since the racial riot of 1969, Malaysia's priority has
been national unity. Various efforts under the NEP had
been made to achieve this aim thereby creating 'a
political stability in the country. Among the Southeast
Asia countries, Malaysia is the most politically stable
country after Singapore and this is the main reason why
the Japanese find it very safe to invest in the country.

This helps explain why foreign investment especially from
Japan increased significantly during the 1970s.
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2.8.4. Cooperation Between Japan and Malaysia Since the

"Look East"™ Policy.
2.8.4.1. Trade and Export Promotions.

The most important cooperation between Japan and Malaysia

is found in the area of trade and .export promotions,

Malaysia' efforts consists of (Kaneko,1988:p.3):

a. Assistance 1is being given to exporters, with the
Malaysian Expo (MEXPO) playing a central role. For
example, some 9,000 exporters visited. MEXPO, indicating
their strong interests in the program; .

b. Malaysia has been sending its trade missions to Japan.
In 1987, Japan received the delegations from Malaysia's

textile and furniture industries;:

c. The stabilisation of the export 1loan system through

Export Credit Refinance (ECR). The ECR's financing program
has now achieved widespread prevalence among Malaysian

entrepreneurs wishing to export their products to Japan .

On the Japanese side, the following efforts have been

undertaken (Masuoka, 1988:p.2):

a. The preferential tariff system was revised to increase
the limit of preferential tariff treatment in 1988;

b. Investment promotion by the AJDC;

c., Dispatch of experts for technical guidance and:- business

management training and;
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d. Various services 'including information, consulting,
business referral, and receiving trade missions, are

provided by the JETRO/ASEAN centre. -

2.8.4.2. Provision of Technical ZExpertises to Public

Enterprises Sector.

Responding to call by the Malaysian government to help in
ensuring the success of the "Look East" policy, Japan has
dispatched some technical experts to various ‘government
agencies. For example, the Japanese personnel from the
Japan Electric Components Testing Institute (JET) have
worked closely with the SIRIM on technical cooperatibn
regarding inspection and testing of electric household

machinery and equipment.

JICA has been sending its experts on oleochemical to
another” public enterprise in Malaysia, ‘the -Palm 0il

Research Institute of Malaysia (PORIM) on a long-term

basis. These experts are 'now assisting the institute

personnel in their studies' of various:techniques such as
for separation of wuseful ingredients from palm oil,

synthesis and analysis, and extraction and concentration

of vitamin E.

JICA 1s also providing technical assistance to another
government’ enterprise, the Forestry Research Institute of

Malaysia (FRIM) 1in a —research ©project concerning
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techniques for processing lumber. into composite products
and wood based panel products, and for drying and
preservation of lumber. There is a three-year JETRO-ASEAN

Corporation joint project in progress to improve rattan

and rubber tree household furnishings.,

JICA is at present, furnishing technical assistance to the
Department of Oceanography and Fisheries, and Agriculture

University in a project design to train researchers in the

fields of fisheries and oceanography.

Financial and technical assistance are also given by the
Japanese to Veterinary Research Institute (VRI) to help

the centre build the necessary facilities for researches

into poultry diseases.

Since the 1inception of "Look East policy, Japan has
accepted 15,000 Malaysian trainees since the first group
arrived in 1982. Beginning 1988, Japan will start
receiving 206 trainees each year. This forms of training

will extent until 1992. There are an annual intake of 130

students to the Japanese technical colleges or four-year

universities.

To summarise this chapter, 1t can be said that Malaysia
has been undergoing a lot of changes in reaching the state

of what she is today. From being a backward, agricultural
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colony of the British empire, she has transformed herself

into a politically stable and newly industrialised nation.
In pursuit of her industrialisationr lﬁrogramme, she
launched the "Look East" policy, making her becoming more
closer to Japuan than to countries in the West. How far
this new pattern of relationship will continue to last,
and whether it will bring about the desired outcome

Malaysia hopes to achieve, remains to be seen in the

future.



- 60 -

CHAPTER THREE
THE MALAYSIAN MANAGEMENT PRACTICES -

3.1. Objective of the Chapter
This chapter highlights the evolution of management

development in Malaysia. This includes a brief discussion

on the major management practices found in Malaysian
organisations, the major management training institutions
and their roles towards the development  of Malaysian
managers and also the examination of factors that

influence the management patterns in the country. It is

hoped that by providing the reader with this background,

he or she will be to some extent, acquainted with the
origin of the present management practices commonly

adopted in Malaysian organisations which can help him to
follow subsequent discussion regarding the transferability

of Japanese-style management to Malaysian public

enterprises.

3.2. Introduction ﬁ

The concept of management science: is relatively new in
Malaysia and literature on management in the country is
therefore not well-developed. This is not surprising since
Malaysia is a newly independent nation which only -achieved
full 1independence from <colonial 1rule in 1957 for

Peninsular Malaysia (formerly Malaya) and in 1963 for East
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Malaysia (Sabah and Sarawak). Presently, there is no one
distinct management system - found in Malaysia. Rather, the
management practices found in Malaysia have been the end
results of a combination of many management systems
imported mainly from advanced countries. These practices

have been preferred by the top executives who manage the
organisations at a particular point of time to Dbe
continued, or replaced, or partly discarded or modified by
those who succeed them. The existing trend seems to
indicate that management styles which are practical or
acceptable to the local environment are adopted. They are
replaced when and where they are no longer useful and

relevant. Most new management styles or practices that are

incorporated into the existing ones would be modified

SO as to suit the Malaysian situation. Generally

speaking, the most common management features practised in
Malaysia consist of elements which- comé from the United
Kingdom- (UK), the ©United States (US) and Japan

respectively. Most recently as a result of a surge 1in

Islamic revival, some islamic-oriented management
practices (said to have '‘been brought by the Malaysians

who  studied in Middle East d1institutions, i.e. Cairo

University) have been introduced.

3.3. An Overview of the Malaysian Managerial Development
The early days of management practices were naturally

based on the British-style management since the - early
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managers in Malaysia consisted of the British people who

were then the ruling group in ‘the country. The British
administrators ran the government machinery while the
British managers ran the rubber estates and big tin mines.
The administrative and management system were therefore

those of the British system. When the British left after
the country's independence from Britain, the British
managerial traditions were 1left behind and they : were
continued by the new Malaysian managers who had been under
the guidance and apprenticeship of their British masters.
Today, the continuity of the British management: system in
Malaysia is being reinforced by the fact that some

multinational firms in Malaysia are still headed by the

British expatriates.

Other forms of management system are also present in
Malaysia, particularly among big international companies.
American-style management for example, had made inroads in
Malaysia as early as the 1970s. This has been for two
reasons., Firstly, there were a number of American-owned

companies established in Malaysia during the 1970s and

with them came the American executives, who were
stationed in Malaysia "to run these <companies. The
American managers Dbrought along with: them American
management culture. For instance, when -an American
company, IBM began its operation in Malaysia, the firm

practised the American-style management ‘as the majority



-63 -

of its top managerial staff were then Americans. When

these American executives returned to their home office
to make way for the locals with the "Malaysianisation”™ of
the management staff at the subsidiary office in Malaysia,
the Malaysian managers who took over also continued their
predecessors' styles of management. This 1is 1largely
because they were still under the control of their
superiors in the main office in United States. Secondly,
around the mid-1970s, more and more Malaysians started to
go to the US for tertiary education ranging from business
administration to computer science. When they came back to
work in their country, they brought with them elements of

American management system,

Towards the beginning of the 1980s, another management
development began to make its presence felt in Malaysia.
This was Japanese-style management. - The Japanese-style
management was then the in-thing among managers all over
the world as the result of the phenomenal Japanese
economic success. The craze for Japanese-style management
also spread rapidly in Malaysia. The entry of the Japanese
Management Model had been brought to Malaysia in two ways.
The first method was through the Japanese firms operating
in Malaysia., The Japanese firm, Matsushita for example
introduced Japanese-style management. The second and most
powerful method was 'through the "Look East" policy

introduced by the government of Malaysia which instructs
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all Malaysians to. adopt some relevant Japanese-style

techniques in their workplaces.

A few years after the "Look East" policy was introduced,
i.e in 1985, another development took place. This time,
the government initiated the Islamic~oriented management
practices among the Malaysians whereby it suggested the
incorporation of Islamic values at work. This new policy
is in 1line with the fact that 1Islam is the official
religion in the country. ' The policy 1is ‘also the
consequence 0f a sudden strong revival of Islamic movement
in the country that strongly calls for more Islamic
approaches to doing things. What -this means is - that 1in
running their organisations, the Malaysian managers are

asked to manage in accordance with the Islamic way of

teachings such as being honest, uncorrupted, etc. The
subsequent impact resulting from such development  on
managers and ordinary workers of Malaysian organisations
is - showing today. For example, one will observe that a
number of young executives have discarded the fashionable
tie and bush jacket attire (of the British tradition)
during special official functions but instead dress in
the ordinary batik shirt or baju melayu (Malay dress,
which is also the Malaysian national attire) with kupiah
(white hat) or songkok (black hat). It seems quite

fashionable among the men to put on a kupiah and women a

tudong (veil) or head scarf.
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The call for the incorporation of more Islamic values in

the running of Malaysian organisations 1s said to have
been brought about partly by the failure of the Western
management system to solve the present management problems
in Malaysia. The incompatibility of the western modes of
behaviours - and ways of thinking which were believed to
have caused breakdowns in traditional values rhad become
increasingly prominent. At the same time, it was also

discovered that some aspects of the newly introduced

Japanese-style management were found unsuitable for

Malaysians and proponents of Islamic fundamentalism are

quick to point out that management with the emphasis on

Islamic values are what Malaysian organisations need.

3.4. Management Training Centres
The development of management science in Malaysia began

seriously two decades ago, initiated by the Government
through the National Institute of Public Administration
(INTAN) and and other government agencies 1like Majlis
Amanah  Rakyat (MARA), The - National --Institute- of
Educational Educational Management (NIEM), The National
Productivity Centres (NPC) and later joined by private
sector organisations such as the Malaysian Institute of

Management (MIM) as there was a realisation then of a
pressing need to ~develop a pool of trained and
professional managers to meet the country's growing needs

that had been brought about as a result of the country's



- 66 =

development after achieving her independence from Great
Britain, 'Local wuniversities and Institutes of higher

learning like the Institute Technology of MARA (ITM) also

help in the development of training managerial needs by
offering management sciences disciplines in the form of
business, - accountancy, economic¢ and public administration

of undergraduate and post-graduate/post—experience courses

to Ph.D level (Fifth Malaysia Plan, 1986:p.561).

3.4.1. The National Institute of Public Administration
(INTAN)
INTAN was created in 1972 with the main objective of

developing managerial talents that were badly needed then

to meet the rapidly growing needs of the new nation which
had just achieved- its independence. The government,
through. INTAN, aimed at increasing the effectiveness of
the public administrative system in developing and

implementing national policies and programmes as embodied

in the nation's Five Year Plan. Towards this end, INTAN's

focal point 1is the training, development and application

of new concepts and approaches to management. The other

objectives of INTAN are as follows :

(a). to 1increase the —capacity for action of the
administrative system in terms of its ability to develop

and implement national policies and programmes;

(b). to enhance the knowledge, skill and understanding of
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civil servants relating to the processes in management of

public policies and programmes;

(c). to promote a deeper understanding of the

interrelationship between the government and the

political, .economic and social environment and of the

implications of governmental action on the nation's socio-

political systems and;

(d). to develop progressive approaches and attitudes among

the civil servants in performing their leadership role as

the primary agents of change in 'Malaysia's multi-racial

society (Berita Intan, 1985:p.1-6).

At present, INTAN conducts both short and long-term
courses mainly for civil servants ranging from a day to
six months. The types of courses conducted at INTAN can be
conveniently classified according ‘to the schools namely:
(1) Development Administration, (2) Land Management, (3)
Local Government and Urban Development, (4) Community and

Rural Development, (5) Management Science, (6) Financial
Management, - (7) Personnel Management, (8) General
Management and (9) Supervisory and Office Management. In
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