in this same auditorium in conjunction with [EM's 55th
Annual General Mesting. First and foremost, 1wish to take
this opportunity 1o express my sincere gratitude to the [El
Coundil for re-electing me to the office of the President of
IEM for 2015-2016. Cnce again, | arm honoured by the frust
and confidence yvou have placed in me and | shall strive to
carny out this responsibility with utrost care and diligence.
| am grateful to the EM BExecutive Committes and
Coundil for their support over the past 12 months. During
this period I've had the opportunity 1o rmeet with many 1B
rmembers, af both the headguarers and the branches. Af
every instance, | was overwhelmed by your co-operation,
kind understanding and encouragerment. For this, | wish 1o
thank each and every one of vou for vour unceasing support.
This wear is the 56th Anniversary of our Institution
which has grown from o humble beginning in 1952 with 60
rmembers to more than 26,000 members foday. We have
also gained recognition locally and intemationally as o
respected professional body, Recognising that engineers
are prime movers of national development, government
agendies, statutory bodies and local authorities have sought
the advice and opinion of [EM on technical matters during
the planning stage, at both the Federal and State levels. [Eh
will continue to play an active, constructive and meaningful
role in assisting  the Government fowards achieving
Wision 2020,

IT seemed like only yvesterday that | was addressing vou

My Fellow Engineers,

The contfribution of the service industry to our national G0OP is
on theupward frend and is emvisaged o increase to 615 this
yeQr as compared to 53% in 2010 It s expected 1o rige further
to 68% by 2020 In moving towards a developed nation with
high income status, liberalisation of cur national economy is
inevitable in order to attract foreign direct investrments, as
according to the Economic Transformation Programme. On
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this note, the topic of my Presidential Address this morning
will be *Liberalisation of Enginesring Services — The Wings For
Engineers To Soar.”

DEFINITION OF LBERALISATION OF SERVICES
Before we proceed, it may be perfinent 1o ask the question:
“What is liberalisation of services?”.

Liberalisation of serdces can be defined as o process
whereby meaosures are faken 1o expand our market aoocess
to foreign serdces providers or to diminish discrimination
against them vis-a-vis the domestic suppliers. Liberalisation
is therefore a relaxation of government restrictions, usually
in aregs related to social and economic policies. It creates
a more favourable investrment envdronrment characterised
by the ease of doing business; this will certainly benefit the
national economy in the long run.

MALAYSIA'S COMMITMENT TO LBERALSATION

Qur Govemnment is committed fto  liberalisation  and

cregfing the appropriote environment for cross border

frade and senvices. Malaysia, as signatory 1o both the

Seneral Agreement on Trade in Senvices (GATS) and the

ASEAN Frarmework Agreement on Sendices (AFAS) in 1995,

is obliged to liberalise its business and professional serdoes

progressively. Similarly, ASEAN member countries will hawve to
open their markets to each other.

The liberalisation in the services sector is currently being
undertaken through the following tvpe of agreements:

i, Multiloteral Agreement - \World Trade Crganisation QWO
through progressive liberalisation (General Agreement on
Trade in Services (GAT3))

i. Regional Free Trade Agreement - ASEAN through the
ASEAN Framework Agreerment on Services (AFAS)

i. “arious other Bilateral and Regional Free Trade Agreements

A number of important serdces sub-sectors have already
been openedto foreign participation, either through binding
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comrmitrnents multiliaterally, bilaterally or unilaterally through  autonomous
llberalisation. Under the General Agreement on Trade in Services (GATS),
Malaysia hos already taken steps to expedite the liberalisation of both financial
and non-financial service sectors.

When the ASEAN Framework Agreement on Services (AFASY was signed
during the Fifth ASEAN Summit on 15 December, 1995, its aim was fo enhance
the co-operation in the services sector amongst ASEAN memb ers by eliminating
infra-regional frade restrictions and expanding the scope of liberalisation
in services beyond those already undertaken under GATS. According to the
AFAS fimeling, 2015 is the final vear for ASEAN member countries 1o ensure full
liberalisation of their Business and Professional Services.

Malaysia is also committed to the implementation of the ASEAN BEconomic
Community ¢AEC) frameworlk, which includes free mowvement of professionals
and skiled lagbour. As part of its overal development strategy, Maloysic
subscribes to the principle of progressive liberalisation in the services sector.
In October 2011, the Government announced the intenfion to liberalise the
architectural and engineering sub -services, amongst others.

The liberalisation process is co-ordinated, rmonitered and guided by the
WMalaysion Services Development Council (M5DC), which is chaired by the
Minister of International Trade and Industry.

LIBERALSATION OF ENGINEERING SERVICES - PROS AND CONS
Liberalisation of enginesring senrdces presents new opportunities as well as
challenges to the engineering fraternity, with respect 1o both professional and
socio-economic dimensions.

There have been concerns expressed by certain guarters that liberalisation
ofthe engineering services sectorwill result in foreign service-providers crowding
out our own domestic providers. Some also feel that liberalisation may force
certain small and medium local firms out of business tofally as a result of their
ineficiency, unproductivensss and inabllity to compete on the econormy
of scale. There s also o perceived fear of potenticl ocutflow of money from
mMaloysio with foreign providers ond shareholders repatriating the profits. Other
fears include the possibility of an increased risk of financial instability due to
increcsed exposure to global economic events and the risk of brain drain once
fareign firmms gain o foothold in our country.

To all of these crifics and pessimists, |would like 1o guote the wisdom of Sir
Winston Churchill, who had once said:

"A pessimist sees the difficulty in every opportunity, an optimist sees the
opportunity in every difficulty”.

The benegfits of iberalising the engineering services are imrmense. During an
exclusive interview conducted by [EM in 2013, ¥ Bhg. Datuk Dr Rebecca Fatima
sta Maria, the Secretary General of MITL, stated that:

"Growth of professional sendces such os engineering is arltical as they
have high potential to add value to the economy, besides having o significont
multiclier effect on the economy and potential to improve proguctivity.
Liberaiisation offers opportunities fortransfer of capital expertise andtechnofogy
to domestic firms. It aiso provides opportunities for domestic firms to joint venture
with foreign companies to expand thelr business overseas.”

It cannot be denied that through the Economic Transformation Programme,
startedin 2011, whereliberalisation of services is one of the majorinitiatives, the GDP
per capita hos risen substantially. According 1o the World Bank Report, Malaysia’s
GDP per capita in 2006 was USS5,563, rising 1o USSE,284 in 2010, o difference of
US3431. In 2014 our GDP per copita was U336,990, o difference of USS1,066, double
that of the preceding pericd. This supports that notion thot liberalisation can and
will uplift our nation’s econarny and propel the nation forward.

The move to liberalise will enhance the delivery, guality and productivity of
local engineering services to o level that is comparable with other advanced
countries. It alko encourages healthy cormpetition and  increasestheir
competitive edge. With the entry of foreign services providers, local firms will be
forcedtotake arelook at their current practices. Theywillhave to upgrade and
irmprove overall business environment through the infroduction of international



best management practices, advanced technical skills and
innovative cum state-of-art technology.

So, as ground-shattering as the effects may seem, the
government’s agenda to liberdlise the services industry
should be welcomed and seen as an opportunity instead
of a challenge. In order to cushion any adverse impact, the
Government, through MITI, has come out with various funding
mechanisms to enhance the capacity development of our
domestic engineering services industry. There will also be a
need to consider joint ventures either betwesn local firms
or with foreign firms in order 1o expand the domestic and
international market shares.

AMENDMENTS TO THE REGISTRATION OF ENGINEERS
ACT (2014)

Currently the domestic professional engineering services
sector is protected with some restrictions on foreign
professional  services mainly because of the curent
perception that the engineering services sector lacks the
capacity to compete on a bigger scale. For example, the
Registration of Engineers Act (2007} only adllows citizen and
permanent residents of Malaysia to register as Graduate
Engineer or Professional Engineer, thus restricting foreign
professional  enginesring firms 1o provide enginesring
consulting services here.

However, GATS sfipulates that measures relafing to
gudlification  requirements and procedures, technical
standards and licensing requirements should not constitute
unnecessary barriers fo trade in services. The Board of
Engineers, Madlaysia (BEM) has taken the necessary steps to
amend the Registration of Engineers Act (2007) fo liberdlise
the professional engineering services sector with the aim of
removing the restriction on foreign professional engineers.

In December 2014, Pariament passed amendments o
three Bills, namely the Registration of Engineers (Amendment)
Act 2014, the Architects (Amendment) Act 2014 and the
Quantity Surveyors (Amendment) Act 2014, to liberdlise
professional services related to enginesring, architecture
and quantity surveying respectively. While the Registration
of Engineers (Amendment) Act 2014 was finally gazetted on
24 February 2015, the actual date of its implementationis to
be decided by the Minister of Works.

While liberdlisation promotes economic growth and
enhanced productivity, cerfain safeguard measures must
be infroduced to protect the nation against the risk of sub-
standard or unethical services of foreign engineers and
foreign engineering firms.

In line with this, a two-tier registration has been
infroduced. The first tier is Professional Engineer and o
new second tier is Professional Enginesr with Practising
Certificate (PC). To move from the first tier fo the second
tier, the Professional Engineer will have to pass a Professional
Compstency Examination (PCE).

When a graduate engineer has obtained the necessary
experience and passed o professional  assessment
examination conducted by the BEM or is a Corporate
Member of IEM, he wil be sligible for registration as a
Professional Engineer (PE) under the first tier registration.

PCE is a second fier examination introduced under the
new Registration of Engineer (Amendment) Act 2014 for
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both local and foreign engineers who wish to practice as a
Submitting Person. A Professional Engineer who has passed
the PCE will be known as a PE with Practicing Certificate,
and is considered eligible to run an enginesring consultancy
practice and submit plans for approval by the relevant
authorities.

In brief, the PCE is a test of the engineears’ professional
competency inenginesring knowledge and the understanding
of Malaysia’s laws and regulations, rules and standards, which
are designed fo ensure public’s hedlth, safety and welfare. Al
practising Professional Engineers are also required to adhere
to the Professional Code of Ethics and Conduct, failing which
thay will be subject to pendlties as stated in the Registration of
Engineers Act (Amendment) 2014,

To further safeguard the quality of services, both PE and
PE with PC registrations are subjected to annual renewal
where they need to fulfl the Continuous Professional
Development (CPD) requirements set by BEM.

Under the Registration of Enginsers (Amendment) Act
2014, the Board of Engineers, Malaysia (BEM) will register
professional engineers of any nationality and engineering
firm, as long as they have the required and recognised
gucllifications.

For engineering consultancy practices, the amended
act dllows for the following: (1) Scle proprietorship and
partnerships, 100% foreign equity with all parners as
Professional Engineers with Practicing Certificate; (2) Body
corporate, fotal foreign equity may be upto 100%, beginning
with 30% equity open to all and 70%for Professional Engineers
with Practicing Certificate.

For multi-disciplinary practices providing professional
enginearing services, architectural consultancy services
and/or quantity surveying services, foreign equity may
be up to 100% begnning with 30% ecuity open to all
and 70% equity for professional engineers, architects and
guantity surveyors, whereas the day-to-day affairs of the
body corporate shall be under the control of a Professional
Engineer with Practicing Cerfificate.

THE WAY FORWARD: IEM’S INITIATIVES

To face the possible challenges of liberclisation, there
is an urgent need to increase the performance and
competitiveness of our local engineering services, especicly
those who want fo venture into the global market. To this
end, |[EM will focus on the following 3 maijor initictives:

1. STRENGTHENING CAPACITY BUILDING
PROGRAMMES

Concern was raised at a national forum on benchmarking
the qudlity of engineers organised by [EM in 2012, on the
quality and frainability of fresh graduate engineers produced
by locdl institutions of higher learning (IHLs). This concern has
been incorporated inte the Position Paper on *Benchmarking
The Qucllity Of Engineers”, which was prepared by IEM and
submitted to the Ministry of Education recently. The Position
Paper showed that the increasingly poor quality of incoming
undergraducite students as well as the unbalanced priorities
of academia practice at local IHLs might have contributed to
the problem, despite the fact that the cumriculum at all local
universities met the requirements of the Washington Accord.
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The further strengthening of professional servicesisin line with the Government’s
objective 1o develop the engineeting industry:
o Towards more knowledge-ntensive and higher-value-added sector
s To cregte synergistic linkages between sectors that would further contribute to
cther sectors of the economy and
*  To generate high incorne jobs, which are linked to higher labour productivity.

In terme of strengthening capadity building programmes, [EM infends to fortify
its role in every stage of the engineers development, from graduation fo the
attainment of Professional Engineer with Practicing Certificate status, apart from
the current ongoing confinuous professional development programmes. This will
enable profesional engineers to obtain their CPD points and equip themselves
with the necessary skills, competendcies and abilities needed 1o mest the impact
of liberalisation and to venture overseas if necessary. Towards this end, BN will
undertake the three programirmes as descrived below.

i. Fundamentals of Engineering Examination (FEE)

One of the initiatives is the infroduction of the Fundarmentals of Engineering
Exarnination (FEE) for final-year engineering students and fresh graduate engineers
fo ensure that the reguired standards pertaining fo enginesring fundamentals
have been achieved to meet industrial dermand.

The FEE provides potential employvers with a preliminary screening mechanism,
giving them an additional level of evaluation 1o select the right engineering
graduate for their companies. Employers would therefore save fime and rescurces
as the process automatically shortlists the eligible candidates. In essence, the FEE
serves as a benchrmark 1o ensure that such enginesring graduates has fulfilled the
reguired standard of engineesring fundarmentals, thus increasing their ernployvability
and marketability not only locally but potentially in overseas markets as well.

i. Improvement of the Professional Interview (Pl) Competency Model
It is envisaged that more and more graduate engineers will choose to upgrade
thermsehes 1o PE and FPE with PC status to meet the challenges and opportunities
that come with service liberalisation.

BN is currently in the process of reviewing the Professional Interview (PD process
for further improvement, modelled on the UK Standard for Professional Engineering
Competence. Tothis end, IEv s looking into improwving the Pl process by introducing
the Assessment Rubics which has threshold Gooring scales) for marking system of
the Pl candidate’s attainment of competency. The Assessment Rubics provides
a guantitative basis for assessment, thereby improving the consistency as well as
rninimising the subjectivity by different inferdewers.

B must also increcse the number of highly professional competency
engineers available to serve as inferdewsrs to conduct the Pl examinations. We
will provide fraining for the Pl interdewers o ensure that they are competent and
hove sufficient knowledge and experience to carry out the PIL

BN shall continue to organise Plworkshops 1o prepare Plcandidates for their
Professional Engineers status. The Mentorddentee and the Log Book programimes
will continue to assist candidates especially those who do not have a supervising
Professional Engineer in his/her crganisation.

iii. Training for Professional Competency Examination (PCE)

In line with the latest amendment to Registration of Engineers Act (2014) and
the infroduction of the Profesional Competency Examination (PCE). IEM will also
provide the necesary training for Professional Engineesrs who wish to go one step
further to become Professional Engineers with Practicing Certificates (PC). Through
its Training Centre and Academy, EM will play a greater rolein preparing engineers
in termns of capadcity building for all disciplines.

2. FACIUTATING BUSINESS NETWORKING

In terms of providing engineering services, Malaysia has a Clear competitive edge
over some of its ASEAN counterparts. Howewver, local engineers may lack the
inforrmation and technigue to market themselves abroad.
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With liberalisation, it is more urgent now than ever that [EM plays o more
prominent role in focilitating business and professional networking o ensure
smooth expansion of our engineering serJices.

i. Through National Organisations

Through its various committees, IEM will continue its current initiatives to facilitate
business networking for its members. Cne such initiative is the revival of the [EM
Business Club, previoushy known as the “Pro-ETI Bureau®, which was established
1o prepare export readiness amongst BN memibers. The Business Club will
explore engineering business potentials within Malaysia and abroad as well
os fadilitate business networking for its members. It wil disserninate information
oh frade visits, business dialogues and networking sessions through flyers, email
blasts and website announcements. For the benefit of IEM members, | propose
that the Club be given sufficient support and attention to make it more active
and relevant.

The Ministry of Infemational Trade and Industry (MITDH i driving the
government s efforts to aocelerate the services sector liberalisation initiative. In
delivering the sendces liberalisation agenda, the role of MITl as the cocrdinator
of theliberalisation initiative depends very much on the support and confribution
of other stakeholder Ministries, industry associations and professional bodies
such as [EM.

[EM is willing to assist MITIH in this respect. To cormplerment the initiative, [EM
will play an active role in MITI's outreach and export programimes that provide
information on owverseas market opportunities, paricularly within ASEAN and
the Asia-Padcific region. IBM and MITI must work together in co-organising
programmes 1o disseminate information about the incentives provided by
MITI to hMalaysion engineers, gimed at strengthening their competitiveneass,
improved efficiency and productivity as well as providing the means to venture
into foreign markets.

EM willl also collaborate with other organisations such as the Association of
Consulting Enginesrs hMalaysia (A CEND. the ASEAN Business Advisory Coundil,
the Construction Industry Developrnent Board Malaysia (CIDB), the Malaysian
Serdce Providers” Confederation (JSPC) and the waricuws Charmbers of
Commerce to carry out necessary market research, promaotion, business ratch
rmaking and cap adity building for our engineers.

ii. Through AFEO

This yvear, as the chair of ASEAN, Maloysia will cary the hopes and aspirations of
rore than 600 million people in the region by working towards the final stage of
establishing an ASEAN Economic Community (AEC) by the end of 2015. In this
regard, ASEAN should give priority To harmoenising, sirmplifying and enhancing
the transparency of rules and regulations in the areos of business registration,
investrnent and custons procedures.

As ASEAN chairmman, Maloysia should glso urge member economies to
strengthen the process of inforrmation dissernination and consultation with
businesses on AEC initiatives. In particular, ASEAN should redouble its efforts to
recach out to local small firrms and allay their fears that the ASEAN economic
integration will be a threat to their businesses as well as advise them on the
opportunities available from AEC.

As AFEC secretariat, B will conduct Business Opportunities Metworking
Session (BONSY for ASEAM enginesrs during the annual Conference of AFEC
(CAFED). Member nations are constantly locking af the wider benegfits of
liberalisation and to work and do businesses with each other. | urge all |EM
members o attend the annual CAFED to take advantage of the BONS to look
for business partnerships. This will be an avenue where matchmaking of local
enginesring firms with suitable foreign partners can materialise.

The ASEAN Enginesring Register (AERD was established in 1999 as an
ASEAN Federation of Engineering Crganisations (AFED) initiative to facilitate
the mobility of engineearing services within ASEAN countries. |wish to remind all
EM members to register with the AER as it is o good platform for establishing
networks with fellow engineers from all ASEAN member countries.



3. ESTABLISHING AN ENGINEERING SERVICES

DATABASE
To assist members who wish o ride the tide of liberalisation
by expanding their businesses or venturing overseas, [EM will
establish an Engineering Services Database (ESD) which can
be accessed via the [EM Web Portal. The ESD will be open
to all members who intent to seek information on all matters
related fo engineering services within the country and
abroad. The ESD has to catfer fo the unique requirements
of all IEM members from various disciplines and must be
constantly updated.

The Engineering Services Database must also provide
information pertaining to available grants, incentives and
opportunities provided by the Government and other
bodies, for engineers to participate in frade missions,
marketing programmes and business ventures.

The ESD will be expanded to cover all such information
for each and every ASEAN member country in order fo meet
the growing and diverse needs
of the engineers. Information
such as rules and regulations,
as well as financial and funding
mechanism fo conduct frans-
border engineering services in
each of the ASEAN memiber
country, will be made available
via necessary links established
under this database.

CONCLUSION

Malaysia is committed to
the liberalisation of the
engineering services by 2015
under the ASEAN Framework
Agreementon Services (AFAS).
The process of liberalisation in
ASEAN is gaining momentum
and | urge all [EM members,
especially enfrepreneurs fo
move forward and fo take
advantage of fthe many
opportunities available.

According to Gary Ryan
Blair, one of world’s fop strategic
thinkers,

"You cannhot afford to
wait for perfect conditions.
Goal seffing is offen a
matter of balancing fiming
against  available  resources.
Opportunities are ecsily lost
while  waiting for perfect
conditions.”

With the Registration of
Engineers (Amendment) Act
2014 finally gazetted in Feloruary
2015, the restrictions on
foreign professional engineers’
registration have been lifted.
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In order to position ourselves and brace for the impact
of liberalisation, IEM will endeavour to carry out three major
initiatives;

1. Strengthening of IEM capacity building programmes
2. Facilitating business networking and
3. Establishing a credible engineering services daftabase.

The benefits of the liberalisation of engineering services
far outweigh the perceived fears, the long-ferm increase
in direct foreign investments and technology transfer will
transform our economy into one that's developed and with
a high income status.

Itis up to us fo realign and strengthen ourselves as well as
seize the opportunities to grow and expand our businesses,
both locally and abroad. IEM will confinue to assist in
whatever possible way necessary and to provide the Wings
For Engineers To Soar in the globalised and liberalised world.

With that, ladies and gentlemen, | thank you. ll
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