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2 .  Economic  Growth and Development 
””””””””””””” 

1. O v e r v i e w  
””- 

The quickening  of   the  pace of economic a c t i v i t y   i n   M a l a y s i a   t h a t  
became ev iden t  in the   second  ha l f  of 1Y72,  deve loped   i n to  a strong expan- 
s ion   in   1973  which   cont inued   in to   the  f;rst h a l f  of 1974.  During  1971 and 
the f i r s t   h a l f  of 1972,   the  economy had   been   adve r se ly   a f f ec t ed   by   f a l l i nK 
primary commodity p r i c e s  and s l u g g i s h   p r i v a t e   i n v e s t m e n t .  An a n t i c y c l i c a l  
f i s c a l   p o l i c y   s u c c e e d e d   i n   p a r t l y   c o u n t e r a c t i n g  these a d v e r s e   f a c t o r s ,   b u t  
the .   main   s t imulus   to   the   recent   expans ion  came from a marked i n c r e a s e  
i n  o v e r s e a s  demand for M a l a y s i a n   e x p o r t s   i n  l a td  1972  and  1973. 

O u t p u t   r o s e   s u b s t a n t i a l l y  i n  1 9 7 3   a n d   r e s u l t e d   i n   t h e   u t i l i z a t i o n  of 
t h e   e x c e s s   c a p a c i t y   t h a t   e x i s t e d   i n   1 9 7 2 .   I n d e e d ,   i n   t h e   c o n s t r u c t i o n  
and c e r t a i n   m a n u f a c t u r i n g   i n d u s t r i e s ,   c a p a c i t y   l i m i t a t i o n s   c r e a t e d   s u p p l y  
p rob lems .   Labor   cond i t ions   i n   t he   manufac tu r ing   s ec to r   t i gh tened   du r ing  
1973. The economy remained   busyant   dur ing   the  f i r s t  h a l f  of 1974,   bu t  
e n y   s u b s t a n t i a l   s l a c k e n i n g   i n   o v e r s e a s  demand f o r   M a l a y s i a n   e x p o r t s   i n  
t h e   l a t t e r   p a r t  of t h e  year would ease t h e   s i t u a t i o n   i n   1 9 7 5 .  

For many years   Malays ia   en joyed  an unusual   degree of p r i c e   s t a b i l i t y ,  
b u t   i n   1 9 7 3   a n d   1 9 7 4   r i s i n g   p r i c e s  became a se r ious   p rob lem.  The Con- 
sumer P r i ce   Index   i nc reased   by  18 p e r   c e n t   d u r i n g   1 9 7 3 ,  and  by 7 per c e n t  
d u r i n g  the f i r s t  s i x  months of 1974. GNP a t   c u r r e n t   p r i c e s   i n c r e a s e d  
by 25 per   cen t   du r ing   1973   (Tab le  11, and i n  real  terms by  about 10 pe r  
c e n t .   P r i c e   i n f l a t i o n   r e f l e c t e d   e x t e r n a l   f a c t o r s   a n d  a s t r o n g   d o m e s t i c  
demand suppor ted  by a l a r g e  expansion i n  c r e d i t .  

2 .  Develolments   in  demand c o n d i t i o n s  
“” ”””””””””” 

The l a r g e   s h a r e  of e x p o r t s   i n  GNP (49   pe r   cen t   i n   1973)  makes t h e  
Malaysian economy p a r t i c u l a r l y   s e n s i t i v e   t o   f l u c t u a t i o n s   i n   e x p o r t  demand. 
T h e r e f o r e ,   t h e   i n c r e a s e s   i n   t h e   p r i c e s  of Malays ia ’s   l ead ing   pr imary   expor t s  
i n   1 9 7 3 ,   t o g e t h e r  w i t h  t h e   r a p i d   e x p a n s i o n  of p r i v a t e   i n v e s t m e n t ,   r e s u l t e d  
i n  a marked  buoyancy  in  the  Malaysian economy.  During  1973  exports  (valued 
i n  SDRs) grew by 59 p e r   c e n t ,  i n  c o n t r a s t  t o  a 3 p e r   c e n t   d e c l i n e   i n   1 9 7 2 .  
For   the f i r s t  time s i n c e   1 9 6 9 ,   t h e  terms of t r a d e   i n  1973 moved i n  Ma lays i a ’ s  
f a v o r .  The e x p o r t  un i t  va lue  rose by 28 per c e n t ,   w h i l e   t h e   u n i t   v a l u e  of 
impor t s   i nc reased   by   abou t   16   pe r   cen t ,   g iv ing  r ise  t o   a n  11 per cent  improve 
ment i n   t h e  terms of t r a d e .   C o n s e q u e n t l y ,  real  n a t i o n a l  income a d j u s t e d  f o r  
t h e   c h a n g e   i n   t h e   t e r m s  of t r a d e   i n c r e a s e d   b y   a b o u t  13 p e r   c e n t .  

I n   1 9 7 3   p r i v a t e   s e c t o r   f i x e d   i n v e s t m e n t   i n c r e a s e d   b y   a b o u t  7 p e r   c e n t  
i n  real  terms, i n   c o n t r a s t   t o  a d e c l i n e  of about  7 per cen t   ove r   t he  past 
two years; i n   c u r r e n t   p r i c e s  the i n c r e a s e  amoun ed t o  28 p e r   c e n t ,  a s  
p r i c e s  of imported  machinery  and  equipment   and  construct ion  costs  we;e 
s u b s t a n t i a l l y   h i g h e r .  Much of t h e   i n c r e a s e  in p r i v a t e   i n v e s t m e n t  was 
c o n c e n t r a t e d  in t h e   b u i l d i n g  sector; as a resu l t  supply s h o r t a g e s  
emerged. 



Tabla 1. Halryeia:  Groee  National  Exgmnditureo 
at Current Prices, 1969-73 

1969 1970 1971  1972  197 3 1970  1971  1972 1973 

Consumption  expenditure 
Private 
Public 

Gross fixed capital  €ormation 
Private 
Public 

Gross  domestic  expeaditurer 
Private 
Public 

Increase in inventories 

Net trade in goods and services 
Exports 
IorpOPtS 

Crooe national  product 

Gross national savings 

Per capita GNP 

8,545 
6,719 
1,826 

1,559 
946 
613 

10,104 
7,665 
2,439 

12 

862 
5,549 
4,687 

10,938 

2,254 

1,035 

- 

(In millions of Malaysian  dollars) 

9,213 
7,151 
2,062 

1,874 
1,181 
693 

11,087 
8,332 
2,755 

181 

349 
5,666 
5,317 

11,617 

2,221 

1,070 

- 

10,024 
7,543 
2,481 

2,166 
1,314 
852 

12,190 
8,857 
3,333 

138 

-55 

5,598 

12,273 

2,082 

1,098 

5,543 

10,972 
7,975 
2,997 

2,556, 
1,248 
1,308 

13,528 
9,223 
4,305 

150 

-484 - 
5,360 
5,844 

13,194 

2,964 

1 ,14t? 

12,708 
9,350 
3,358 

3,152 
1,600 
1,552 

15,860 
10,950 
4,910 

200 

3 74 

7,636 

16,434 

3,495 

8,010 

1,330 

(Annual  percentage chapgcs) 

7.8 
6.4 
12.9 

20.2 
24.8 
13.1 

9 * 7  
8.7 
13.0 

2*1 
13.4 

5.8 

-1.5 

3.4 

8.8 9.5 15.8 
S.5 5.7 17.2 
20.3 20.0 12.0 

15.6 18.0 23.3 
11.3 -5.0 28.2 
22.9 53.5 18.7 

9.9  11.0  17.2 
6.3 4.2 18.7 
21.0 29.0 14.1 

I 

H 

I 

-2.2 -3.3 49*4 
5.3 4.4 30.7 

5.6 7.5 24.6 

-6.3 -0.9 69.3 

0.5 4.6 20.2 

Sources:  Department of Statistics, Halaysia, and Bank Negara Mal~ysi~. 
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3 .  DevelG merits i n   s 9 ) p l y   c o n d i t i o n s  "I "."" "" 

a .  I n d u s t r i a l  o r i k n  of g o s s  domes t i c  produclk 

Gross dotnest ic   product  31: lactor  c o s t   r o s e  by 26 p e r   c e n t   i n   1 9 7 3 ,  

""P _c 

compared  with an i n c r e a s e  of. tl per c e n t   i n  1972 CAppendi.x Table  I.). 
However, a t  constant p r i c e s ,  gross domest ic   p roduct   increased  by 9 per 
c e n t   i n   1 9 7 3 ,  and  by 7 per c e n t  in 1972; i n  1974 i t  is expec ted  t o  
r i s e  by 7 per cent .  

The value  of a g r i c u l t u r a l   p r o d u c t i o n  rose by 47 per c e n t  in 1973, 
and t h e   v a l u e   a d d e d   i n   t h e   f o r e s t r y ,   h u n t i n g ,  and f i s h i n r .  sectors  
r o s e  by 60 p e r   c e n t .  ltlc increases   were   due  t o  h ighe r  prices and 
o u t p u t .  The va lue   o f   min ing   p roduc t ion   ro se  by on ly  5 per c e n t   i n  
1973,  owing t o  a d e c l i n e   i n  the product   ion  of t i n  and a s l i g h t  f a l l  i n  
t h e   o u t p u t  of pe t ro leum.  The v a l u e  of manufac tu r ing   ou tpu t   i nc reased  
by 2 5  per   cen t   and   t ha t ;  of c o n s t r u c t i o n  by 3 1  per c e n t  i n  1973. e 

The a g r i c u l t u r a l   s e c t o r   a c c o u n t e d  for 23 per   cen t  o f  GDP i n  1973, 
compared w i t h  20 per c e n t  in 1972.  w h i l e   t h e  share c o n t r i b u t e d  by 
f o r e s t r y ,   h u n t i n g ,  and f i s h i n g   i n c r e a s e d  from 7 per cen t  i n  1972 t o  
9 per c e n t   i n   1 9 7 3 .   T h e   c o n t r i b u t i o n  of manufac tur ing  to GL)P d e c l i n e d  
s l i g h t l y  from 15.4 p e r   c e n t   i n   1 9 7 2  to 14 .9  per cent i n   1 9 7 3 .  

b. Primarv s e c t o r   u r o d u c t i o n  

Kubber c u l t i v a t i o n   a c c o u n t s   f o r   a p p r o x i m a t e l y  GO per c e n t  of t h e  
c u l t i v a b l e   l a n d  and  employs  about 26  p e r   c e n t  of t h e   l a b o r   f o r c e .  In 
1973,  Malaysia  produced 45 per c e n t  of t h e   w o r l d ' s   s u p p l y  of n a t u r a l  
rubber ,   and 34 per c e n t  of i t s  e x p o r t   e a r n i n g s  were der ived   f rom  rubber .  

"- 

I n  response t o  s t r o n g  o v e r s e a s  demand and h i g h e r  prices ,  o u t p u t  
of' r ubbe r   i nc reased  by 18 per c e n t   i n  1973,  i n   c o n t r a s t  t o  an   annual  
average  increase of 1.5 per c e n t   i n   t h e   t h r e e   p r e c e d i n g   y e a r s   ( T a b l e  2 ) .  
The bulk  of t h e  i n c r e a s e  came from sma l lho ld ings  whose o u t p u t   i n c r e a s e d  
by  36 p e r   c e n t ;   o u t p u t  of e s t a t e s ,  which i s  much less  p r i c e   r e s p o n s i v e  
i n  t h e  short r u n ,   r o s e  by o n l y  3 p e r   c e n t .  The i n c r e a s e  i n  output   f rom 
t h e   s m a l l h o l d i n g   s e c t o r  was a t t r i b u t a b l e  t o  an   e s t ima ted  10 p e r   c e n t  
i n c r e a s e   i n   t h e   a r e a   t a p p e d  and t o  more f r e q u e n t   t a p p i n g  of t r e e s .  

During t h e  13-month p e r i o d   t o   J a n u a r y   1 9 7 4 ,   r u b b e r   p r i c e s   ( m o n t h l y  
a v e r a g e )   i n c r e a s e d  by 135 per cen t ;   however .   du r ing   t he   subsequen t   s even  



Table 2. Halaysia: Agricultural, Forestry, and Mineral Production, 1969-73 

(In thousands of metric tons) 

PercentaRe Change 
1969 1970 1971  19 72 1973- 1973 Over 1972 

Rubber- 21 

Nilled rice 

O i l  palm pr ducts 

Palm kerne lr  
Palm o i l  29 2/  

Copra 

Coconut o i l  

m s -  31 

Sawn timber 
Tin-in-concentrates 

Bauxite 
Iron ore 

Crude o i l  (mn. U.S. barrels)  

Natural g a s  41 

1,268 1,269 1,319 1,325 1,566 

1,034 I ,  088 1,164 1,186 1,281 

35 1 431 589 729 812 
73 92 126 15 1 167 

162 171 
88 96 100 96 82 

13,264 14,404 14,898 19,052  21,893 

2,373 2,G43 2,751 3,441 3 , 830 
73 74 7s 77 72 

1,073 1,139 978 1,077 1,143 

5,234 4,491 950 521 517 

3,387 6,559 25,071 33,867 33,050 - " -- 93,769 90,254 

18.2 

8.0 

11 .4 
10.6 

S.6 

-14.6 
14.9 
11.3 

-6.5 

6 . 1  

-0.7 

-2.4 
-3.7 

Source: Department of Statistics, Malaysia. 

- I/ Preliminary estimates. 
- 2 1  Estimated from exports in the  case of East Malaysia. 
- 31 Metric tons of 50 cubic meters. 
41 Expressed in thousand cubic meters; output commenced in 1972 following the  discovery of natural 

gas off the coast of Sarawak in March 1971. 
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Thc a v e r a g e   y i e l d  per act-(? of e s t a t e s  continues to be tnrlcll I\igher than 
that  of s w a l 1 I r c ~ l d i n ~ s .  I n  order to  deve lop  a stronger s m a l l l r o l d i n g   s e c t o r ,  
tlrc Kubbcr  1ndusLry Smal lholdt?rs   Development   Authori ty  (HISUA) W A S  c s t a b l l s h c d  
i n  January   1973.  The A u t h o r i t y ' s   o b j e c t i v e  is  to  r a i s e  t l r c  product: i v i t y  
and income of s l t u l l h o l d e r s ;  i t  a s s i s t s   i n  the r e p l a n t i n g  and new p la l r t i ng  
ot rubber trees a n d   p r o v i d e s   c r e d i t  for t he  purc lusc  of i n p u t 6  Y U C ~  as  
f e r t i l i z e r s .  The A u t h o r i t y   a l s o  makes a v a i l a b l e  t o  s m a l l h o l d e r s  t he  l a t e s t  
i n n o v a t i o n s  and resclnrch  f indinn<;   on rubber.  The M a l a y s i a n   a u t h o r i t i e s  are 
c o n t i n n i w   t h e i r  e f f o r t s  t o   i m p r w c  thc c o n q ~ c t i t i v e   p o s i t i o n  o f  n a t u r a l  
rubber  by deve lop ing   I i i g l l c r   y i e ld ing  trees with s h o r t e r   g e s t a t i o n   p e r i o d s  
and b e t t e r   t o p p i n g   t e c h n i q u e s .  

On August  19,   1973 t h e  Malaysian  Kubber Market separated f rom  the  

0 
Singapore  market, and i n  September  1973 t h e  Malaysian  Kubber  Lxchange and 
Licens ing  Uoard was e s t a b l i s h e d .  As of the beg inn ing  of A p r i l  1974 ,  t h e  
SMK (S tanda rd   Ma lays i an  Kubber) symbol c o u l d  no   l ongc r  b c  used by f a c t o r i e s  
i n  S ingapore .  The Malaysian Govcrnmcnt   in tends   to  makc Kuala Lumpur t h e  
l e a d i n g   m a r k e t   f o r   n a t u r a l   r u b b e r   w i t h i n   f i v e   y e a r s .  

Kice is t he   s econd  most i m p o r t a n t   a g r i c u l t u r a l  cotnmodity irl terms  of 
land  usage  and  labor  employed.  In 1973 r ice  p r o d u c t i o n   i n c r e a s e d  b y  8 p e r  
c e n t ,  compared w i t h  a 2 per c e n t   i n c r e a s e   i n  1 9 7 2 .  The   h igher  r a t e  of 
i n c r e a s e  was due   t o  a l a r g e r   a c r e a g e   p l a n t e d  for  t h e  o f f - s c a s m  crop  and 
t o  inlproved y i e l d s  f rom t h e   w i d e r   u s e  01 f e r t i l i z e r s  and h i g h - y i e l d i n g  
s e e d s .   T h r o u g h   v a r i o u s   i r r i g a t i o n   p r o j e c t s ,   t h e   a r e a   u n d e r   d o u b l e   c r o p p i n g  
h a s   b e e n   i n c r e a s e d   t o  almost 30 per c e n t  of the  t o t a l  paddy  acreage.  Al- 
though  the   guaranteed  minimum p r i c e  of paddy was l e f t  uitcharlged a t  M$16 
p e r   p i c u l ,   t h e   N a t i o n a l  Paddy  and  Kice A u t h o r i t y  r a i e c d  i t s  b u y i n g   p r i c e  
t o  a range  of MS19 t o  MS23 i n  November 1973,  M$19 t o  M$26 i n   J a n u a r y   1 9 7 4 ,  
and MS25 t o  MS3 1 i n   A u g u s t  19 74. 

-" 

In  view of t h e  recent wor ldwide   food   shor tages ,  t h e  Government has 
r a i s e d   t h e   s e l f - s u f f i c i e n c y   t a r g e t  f o r  r i c e  from 90 per c e n t  t o  100 p e r  
c e n t ;   t h i s   t a r g e t  is  expec ted  t o  be met for West Malays ia  by 1 9 7 6 ,  and f o r  
Malaysia  as a whole by 1980. It i s  p l a n n e d   t o   i n c r e a s e   t h e   a r e a   u n d e r  
doub le   c ropp ing   and   t o   deve lop  new a r e a s  fo r  r i c e   c o l t i - v a t i o n .   I n  1933, 
r i c e   o u t p u t  met 82 per cent of domest ic   consumpt ion   requi rements .  In 1974 
r i c e  p r o d u c t i o n  i s  expec ted  t o  r ise by  about 10 per c e n t .  

Palm o i l  is Malays ia ' s   second most i m p o r t a n t   p l a n t a t i o n  c rop  and has  
been  t h e  m a i n   c r o p   i n   t h e   a g r i c u l t u r a l   d i v e r s i f i c a t i o a   p r o g r a m .   M a l a y s i a  

" " 
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" 

i s  t h e   w o r l d ' s   l a r g e s t   p r o d u c e r  and e x p o r t e r  of  palm o i l ,   O u t p u t   i n c r e a s e d  
a t  an   average   annual  r a t e  of 27 pe r   cen t   du r ing   t he   pe r iod   1968-72 ,   bu t  
by only  12  per c e n t   i n   1 9 7 3 .  A drought   in   1972 and e a r l y   1 9 7 3   r e s u l t e d  
i n   r e d u c e d   p r o d u c t i o n   i n   t h e   l a t t e r   p a r t  of 1973. In 1974 ,   ou tpu t  i s  
expec ted   t o   i nc rease   by   16  per cent   and by 31 per c e n t   i n   1 9 7 5 .  The a r e a  
u n d e r   o i l  palm trees i s  e s t i m a t e d  t o  have   increased  by 18 per c e n t  in 1973, 
compared  with a 15 pe r   cen t   i nc rease   i n   1972 ;   ac reage  w i l l  i nc rease   by  
a f u r t h e r  19 p e r   c e n t  i n  1974,  and 11 per c e n t  i n  1975. T h e  most   rapid 
i n c r e a s e   i n   a c r e a g e   o c c u r r e d   i n   t h e   s m a l l h o l d e r   s e c t o r ,   i n c l u d i n g   t h e   F e d e r a l  
Land Development   Authori ty  !FELDA) and   o the r   pub l i c   s ec to r   l and   s chemes .  
T h i s   s e c t o r  now accoun t s   fo r   abou t  50 p e r   c e n t  of t h e   t o t a l   a r e a   u n d e r   o i l  
palm, and i n  West Malaysia i t s  s h a r e  of t o t a l  palm o i l   o u t p u t   r o s e  from 
51 per cen t   i n   1972  to 55 per c e n t   i n   1 9 7 3 .   S e v e r a l   a d d i t i o n a l  pa!m o i l  
p r o c e s s i n g   p l a n t s  were e s t a b l i s h e d  in 1973; i t  i s  expec ted   t ha t   mos t  
r e f i n e r i e s  w i l l  e x p o r t   a t   l e a s t  60 per c e n t  of p r o d u c t i o n .   P a l m   o i l  
s t o c k s   i n  West M a l a y s i a   d e c l i n e d   b y   2 1 , 9 0 0   t o n s   t o   5 1 , 7 0 0   t o n s   a t   t h e  
end of 1973. 

Under t h e   s t i m u l u s  of s t r o n g l y   r i s i n g   p r i c e s ,   c o p r a   p r o d u c t i o n   i n c r e a s e d  
by 6 p e r   c e n t   i n   1 9 7 3 ,   i n   c o n t r a s t   t o  a 7 per   cen t   dec l ine   i n   1972 .   Dur ing  
the  next f ew  yea r s ,   ou tpu t  of copra  and  coconut o i l  is e x p e c t e d   t o   i n c r e a s e  
moderately,   owing to  a g r a d u a l   i n c r e a s e   i n  new p l a n t i n g s  a n d   t h e   r e p l a n t i n g  
of e x i s t i n g   a c r e a g e .  

" 

The  product ion  of p i n e a p p l e s   c o n t i n u e d  t o  d e c l i n e   b e c a u s e  of p r o d u c t i o n  
p rob lems   and   marke t ing   d i f f i cu l t i e s   ab road .  Since 1972 t h e  Malays ian   P ineapple  0 
Industry  Board  has  been  implementing a scheme  aimed a t  r e p l a n t i n g   t h e  
e n t i r e   s m a l l h o l d i n g   a c r e a g e   w i t h   h i g h - y i e l d i n g   p l a n t s  by 1977. 

O t h e r   i m p o r t a n t   a g r i c u l t u r a l   c r o p s   i n c l u d e  t ea ,  c o c o a ,   c c f f e e ,   t o b a c c o ,  
"*""""" 

p e p p e r ,   s a g o ,   t a p i o c a ,   m i z e ,   g r o u n d n u t s ,  and sugarcane.  Emphasis i s  b e i n g  
p laced  on expanding  product ion of cocoa and suga rcane .   Four   i n t eg ra t ed  
s u g a r   p r o j e c t s  were e s t a b l i s h e d   r e c e n t l y ,   o f   w h i c h  two commenced pro- 
d u c t i o n  i n  1 9 7 3 ;   i n   t h a t   y e a r ,   1 8 , 9 0 0  metric tons   o f   r e f ined   suga r   were  
produced   f rom  loca l ly   cu l t iva ted   sugarcane .   Al though i t  i s  hoped t h a t  
domes t i c   p roduc t ion  will e v e n t u a l l y   m e e t   f o u r - f i f t h s  of Malaysia 's   con-  
sumpt ion ,   p rogress  s o  far   has   been  s low.  In  1973  Malaysia  imported 
a b o u t  340,000 t o n s  of raw s u g a r .  The most se r ious   p rob lem has b e e n   t h e  
s e l e c t i o n  and c u l t i v a t i o n  of a s u i t a b l e  species  of  sugarcane  tha '   would 
grow  wel l   under   Malaysian  soi l  and c l i m a t i c   c o n d i t i o n s .   M a l a y s i a   r a t i f i e d  
t h e  1969  In te rna t iona l   Sugar   Agreement   (1969-1973)   in   l a te   1973;   the   Agree-  
ment  has  been  extended  for  two  years  from  January 1, 1974  without   market  
i n t e r v e n t i o n   p r o v i s i o n s .   P r o d u c t i o n  of cocoa  beans  increased by n e a r l y  
50 per c e n t   i n   1 9 7 3 .  The d i s c o v e r y  of an   improved   va r i e ty   o f   cocoa   p l an t  
h a s   c o n s i d e r a b l y   b r i g h t e n e d   p r o s p e c t s   f o r   f u r t h e r   o u t p u t   e x p a n s i o n .   P r o -  
d u c t i o n  of pepper was e s t i m a t e d  t o  have  decl ined  by 12 p e r   c e n t  in 1973, 
because of drought  and disease i n f e s t a t i o n .  

" 

Malays ia   remains   heavi ly   dependent  on impor t s   fo r  most of i t s  food 
r equ i r emen t s ,   i nc lud ing  meat, d a i r y   p r o d u c t s ,  fruits  and v e g e t a b l e s ;  
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t he   p r i ces  of these   commodi t ies   rose   sharp ly   in  1973.  Consequent ly ,  
Government  policy i s  now d i r e c t e d   t o w a r d   a c c e l e r a t i n g   f o o d   p r o d u c t i o n .  

Product ion  of t imber,  I_ which  had  expanded r a p i d l y  i n  1972,   cont inued  
t o   i n c r e a s e  a t  a h i g h   b u t   s l o w e r   r a t e   i n  1973. The  r i s e   i n   e x p o r t   p r i c e s  
made timber t h e   s e c o n d   l a r g e s t   e x p o r t   e a r n e r ,   a c c o u n t i n g   f o r  21 pe r   cen t  
of t o t a l   e x p o r t s .   P r o d u c t i o n  of l o g s ,  a t   2 1 , 8 9 3   c b b i c  meters, was 15  per 
c e n t   h i g h e r   t h a n   i n  1972 ;  about 85 per cen t  of t h e   i n c r e a s e   o r i g i n a t e d  
i n  Sabah. The l a r g e   i n c r e a s e   i n   o u t p u t   i n   S a b a h  (30  p e r   c e n t )   r e f l e c t e d  
the   t imber  boom and u n c o n t r o l l e d   l o g g i n g   o p e r a t i o n s ;  no new concess ions  
were i ssued   in   1973.   However ,  a s e l e c t i v e   b a n   o n  the  expor t  of t en   popu la r  
s p e c i e s  of logs from West M a l a y s i a ,   i n   e f f e c t   s i n c e   1 9 7 2 ,  as well a s  s t r i c t  
enforcement  of t h e   o f f i c i a l   p o l i c y  of r e g u l a t i n g   t h e   e x p l o i t a t i o n  of f o r e s t s ,  
l e d   t o  a d e c l i n e  i n  t h e   r a t e  of i n c r e a s e  of log produc t ion   i n  W2st Malays ia  
from 2 2  p e r  c e n t   i n  1972 t o   a b o u t  6 per c e n t  i n  1973. To e n s u r e   t h a t   t h e  
f o r e s t   s e c t o r   m a i n t a i n s  i t s  r o l e  as a c o n t r i b u t o r  to t h e   n a t i o n a l  economy, 
the   Na t iona l   Fo res t ry   Counc i l  i s  e s t a b l i s h i n g   p e r m a n e n t  fo re s t  r e s e r v e s ,  
i n  wh ich   ha rves t ing  w i l l  be  based on t h e   p r i n c i p l e  of s u s t a i n e d   y i e l d .  
The  Government has   encouraged  t h e  growth of in tegra ted   t imber-based   indus-  
t r ies  as p a r t  of i t s  p o l i c y   o f   p r o m o t i n g   i n d u s t r i e s   t h a t   u s e   l o c a l  raw 
mater ia l s .   However ,   the   rap id  r a t e  of   expaps ion   in   wood-process ing  i n d u s -  
t r i e s  i n  West M a l a y s i a   i n  t h e  f a c e  of  a c o n t r o l l e d  and moderate  growth  in 
o u t p u t  of l o g s   h a s   c r e a t e d   d i f f i c u l t i e s   i n   o b t a i n i n g   a d e q u a t e  log  s u p p l i e s .  
Fur ther   expans ion   in   wood-process ing   indus t r ies   in  West Malaysia  may have 
t o  r e l y  on l o g   s u p p l i e s  from East Malays ia .  In t h a t   a r e a   a l s o ,   e m p h a s i s  
i s  being  placed  on  promoting a wood-process ing   indus t ry .  

P roduc t ion  of t i n - in -concen t r a t e s   dec l ined  by 6 per c e n t   i n   1 9 7 3  to  
7.!.3 t housand   me t r i c   t ons ,  owing t o   t h e   h e a v y   r a i n f a l l   i n  A p r i l  and May, 
which   temporar i ly   c losed  down some of t h e   g r a v e l  pump mines, and a l s o  
t o  the lower   g rade   o res   mined   dur ing   the   year .   Al though tin p r i c e s  
inc reased  i n  1 9 7 3 ,   c o s t s  of p r o d u c t i o n   r o s e   c o n s i d e r a b l y  and  reduced  the 
p r o f i t a b i l i t y  of g r a v e l  pump mining .   Product ion  of t i n - in -concen t r a t e s  
i s  expec ted  t o  d e c l i n e  by 3 per   cen t   in   1974.   Hawever ,   in   1975  produc-  
t i o n  may i n c r e a s e  by 2 per c e n t ,   b e c a u s e  two new dredges  are  expec ted  
t o  commence o p e r a t i o n  and c e r t a i n   m a r g i n a l   g r a v e l  pump a i n e s  will go i n t o  
p r o d u c t i o n   d u e   t o   t h e   h i g h e r   p r i c e s .  

Although  product ion of c r u d e   o i l   d e c l i n e d  by 2 . 4  p e r   c e n t   i n  1973 
-_I_ -” 

t o   3 3 . 1   m i l l i o n   b a r r e l s ,  o r  a d a i l y  r a t e  of about  90,600 b a r r e l s ,   o u t p u t  
i n  1974 i s  expec ted  t o  average  about  55,000 b a r r e l s  a day.  Domestic con- 
sumpt ion   in   1973 was e s t i m a t e d  a t  about 84,000 b a r r e l s  a day.  The value 
of e x p o r t s  of o i l  and o i l   p r o d u c t s   e x c e e d e d   t h e   v a l u e  of o i l   i m p o r t s   € o r  
the  f i rs t  t ime i n  1973;   the  s u r p l u s  amounted t o  SDR 4 m i l l i o n .   I n  1975 
p roduc t ion  from f i e l d s   o f f  Sabah i s  e x p e c t e d   t o  commence, and t o t a l   p r o -  
d u c t i o n  may r e a c h   1 3 5 , 0 0 0   b a r r e l s  per d a y ;  o u t p u t   i n  1.979 i s  p r o j e c t e d  
a t  500,000 b a r r e l s   p e r   d a y .  A n a t i o n a l   p e t r o l e u m  company ( P e t r o n a s )  
i s  b e i n g   e s t a b l i s h e d ,   i n  which the   ownersh ip  of p e t r o l e u m   r e s e r v e s   i n  
Malays ia  will be v e s t e d .  The e x i s t i n g   e x p l o r a t i o n  and e x p l o i t a t i o n  agree- 
ments will be t u r n e d   i n t o   p r o d u c t i o n   s h a r i n g   a r r a n g e m e n t s .  
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Recen t   d i scove r i e s  of n a t u r a l   g a s   i n d i c a t e   t h a t   f u t u r e   p r o d u c t i o n  
will b e   s u b s t a n t i a l ;   c o n s t r u c t i o n  of t h e  MS2 b i l l i o n  LNG p l a n t  a t  B i n t u l u  
i n  Sarawak i s  expec ted  t o  commence i n  1975.   There  are  plans t o   c o n s t r u c t  
a p i p e l i n e  to  d i s t r i b u t e   n a t u r a l  gas th roughout  West Malays ia   f rom  the  
r e s e r v e s  off  t h e   c o a s t  of Kuantan   (West   Malays ia ) ;   p re l iminary  estimates 
i n d i c a t e   t h a t   t h e s e   r e s e r v e s  are 5 t r i l l i o n   c u b i c   f e e t .  

"-.- 

c .  Manufac tur ing   product ion  

T h e  index of manufac tu r ing   p roduc t ion   fo r  West Malays ia   rose   by  
20 per cent   in   1973,   compared   wi th  a 12   per   cen t  r i se  i n  1972  (Table 3 ) .  
D u r i n g  t h e   f i r s t   t h r e e   m o n t h s  of 1 9 7 4 ,   p r o d u c t i o n   i n c r e a s e d   b y   2 . 3   p e r  
cent   and i s  expec ted  to  i n c r e a s e  by 15   pe r   cen t   du r ing   t he   who le  year. 
P r o d u c t i o n   i n c r e a s e d  i n  p r a c t i c a l l y   a l l   i n d u s t r i e s   i n   1 9 7 3   a n d  most 
p l a n t s   o p e r a t e d   c l o s e  to f u l l   c a p a c i t y ,   i n   c o n t r a s t  to t h e   s u b s t a n t i a l  
u n d e r u t i l i z a t i o n  of c a p a c i t y  t h a t  p r e v a i l e d   i n   1 9 7 1  and  1972. 

Output of t e x t i l e s  r o s e  by 26 per   cen t   in   1973,   compared   wi th  
28 per c e n t   i n   1 9 7 2 .   T h e   c o n t i n u i n g   h i g h   r a t e  of g r o w t h   r e f l e c t e d   t h e  
i n c r e a s e   i n   t h e  number  of i n t e g r a t e d   t e x t i l e  mills and  improved  export  
p o s s i b i l i t i e s .   I n   r e s p o n s e   t o   s t r o n g  demand f o r   p a s s e n g e r   c a r s   a n d  
c o m m e r c i a l   v e h i c l e s ,   t h e   i n d e x   f o r   t h e  assembly of t r anspor t   equ ipmen t  
r o s e   s h a r p l y  by n e a r l y  50 p e r   c e n t   i n   1 9 7 3 .   O t h e r   i n d u s t r i e s  w i c h  
r e c o r d e d   s i z e a b l e   i n c r e a s e s   i n   o u t p u t   i n   1 9 7 3   i n c l u d e d  wood p r o d u c t s  
(11 per c e n t ) ,   c h e m i c a l s   ( 1 5   p e r   c e n t ) ,   c e m e n t   a n d   c o n c r e t e   p r o d u c t s  
( 1 4  per c e n t ) ,  and  i ron  and s tee i  p roduc t s   (17   pe r   cen t ) .   Manufac tu r ing  
o u t p u t   c o n t i n u e d   t o   g r o w   d u r i n g   t h e   f i r s t   t h r e e   m o n t h s  of 1974 ,   a l t hough  
p r o d u c t i o n  of t e x t i l e s   d e c l i n e d ,   p a r t l y   b e c a u s e  of d i f f i c u l t i e s   i n   o b t a i n -  
ing raw m a t e r i a l s .  

0 

The  Malays ian   Government ' s   indus t r ia l   deve lopment   po l icy   accords  
p r i o r i t y   t o  the f o l l o w i n g   t y p e s   o f   i n d u s t r i e s :   ( a )   e x p o r t - o r i e n t e d ;  , 
( b )   l a b o r - i n t e n s i v e  ; ( c )  i n d u s t r i e s   b a s e d   o n   l o c a l   r e s o u r c e s  ; and 
( d l  i n d u s t r i e s   t h a t   u p g r a d e   l o c a l   s k i l l s  and   in t roduce  new technology.  
Kuantan  and  Johore  Bahru are l i k e l y  t o  become i n d u s t r i a l   c e n t e r s   i n  the 
f u t u r e .  

d .   C o n s t r u c t i o n   a n d   s e r v i c e s  

The c o n s t r u c t i o n  boom t h a t   s t a r t e d   i n  mid-1971 a c c e l e r a t e d   d u r i n g   1 9 7 3 ;  
m e a s u r e d   i n   1 9 7 0   p r i c e s ,   v a l u e   a d d e d   i n   t h e   c o n s t r u c t i o n  sector i n c r e a s e d  
b y   1 7   p e r   c e n t .   P r i v a t e   s e c t o r  demaad for hous ing   remained   s t rong   th roughout  
1 9 7 3 ;   w i d e s p r e a d   s p e c u l a t i o n   i n   p r o p e r t y   l e d   t o   s u b s t a n t i a l  r ises i n   t h e  
p r i c e  of land  and  houses i n   u r b a n   a r e a s .   I n   o r d e r  t o  c u r b   t h i s   s p e c u l a t i o n ,  
t h e  Government  introduced on December 6 ,  1973 a c a p i t a l   g a i n s   t a x  of 50 p e r  
p e r   c e n t   o n  t h e  p r o f i t s  made on t h e  d i s p o s a l  o f   l and   and   bu i ld ings   w i th in  
two y e a r s  of p u r c h a s e ,  i f  t h e   p u r c h a s e   p r i c e  was more t h a n  M$200,000. The 
u p t r e n d   i n   p r o p e r t y   p r i c e s   h a s   m o d e r a t e d   i n   r e c e n t   m o n t h s .  
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T h e  s h a r e  of t h e   s e r v i c e s   s e c t o r  i n  GNP has remained  constant  over  the 
p a s t   t h r e e   y e a r s   a t   a b o u t  45   pe r   cen t .   I n  West M a l a y s i a   e l e c t r i c i t y  consump- 
t i o n   r o s e  by 11 per cent   in   1973,   compared  with  an  increase of 1 3   p e r   c e n t  
i n  1972. The t o u r i s t   i n d u s t r y   c o n t i n u e d   t o   g r o w ;   t h e  number of v i s i t o r s  
i nc reased  by about   21   per   cen t   in   1973,  and the number of h o t e l  rooms of 
i n t e r n a t i o n a l   s t a n d a r d   i n c r e a s e d  by 3,000 to  10,400 a t  t h e  end of 1973. 

4. 
“””””” 
Development  planning 

a .  The Mid-Term Review 
”“””” 

The Mid-Term Keview of t h e  Second  Malaysia  Plan,   1971-1975,1/ was 
p u b l i s h e d   i n  November 1973. The o r i g i n a l  Plan estimates were baied  on the 
assumption of a ze ro  rate of i n f l a t i o n   o v e r  t h e  pe r iod  1971-75.  Because 
the   p r ices   o f   consumer   and   inves tment   goods   rose   apprec iab ly   dur ing   the  f i rs t  
t h r e e   y e a r s  of t h e   P l a n ,  it i s  d i f f i c u l t   t o  make a meaningful   comparison 
be tween   ac tua l   expend i tu re s  and  planned  out lays .  

The  o r i g i n a l   P l a n  estimate f o r   t o t a l   p u b l i c   s e c t o r   d e v e l o p m e n t   e x p e n -  
d i t u r e s  was M$7,250 m i l l i o n .  However, the  Government  assumed a s h o r t f a l l  
i n   e x p e n d i t u r e s  of about   17  per   cent  and p r o j e c t e d  a f i g u r e  of M$6,000 m i l -  
l i o n  as t h e  “minimum a c t u a l ”   l e v e l  of deve lopment   ou t lays .  For t he  per iod  
1971-73, pub l i c   s ec to r   deve lopmen t   expend i tu re  amounted t o  M$4,854 m i l l i o n ;  
a f t e r   t a k i n g   i n t o   a c c o u n t   e x p e c t e d   s h o r t f a l l s ,  i t  i s  env i saged   t ha t   du r ing  
the  remaining two yea r s  a sum of M$3,947 m i l l i o n  would  be  disbursed.   Total  
publ ic   sec tor   deve lopment   expendi ture   for   the  e n t i r e  P lan   per iod  would now 
be  M$8,801 m i l l i o n ,  or about 46.7 p e r   c e n t   a b o v e   t h e   o r i g i n a l   t a r g e t   f o r  
a c t u a l   d i s b u r s e m e n t s .  The share   of  commerce  and i n d u s t r y   i n   t o t a l   p u b l i c  
development   expendi ture   has   been raised from 8 p e r   c e n t   t o   1 3   p e r   c e n t ;  
55.3 per c e n t  of the   expendi tures   on  commerce  and i n d u s t r y  i s  a l l o c a t e d  
to   f i nance   t he   en la rged   p rog rams  of t h e   N a t i o n a l   C o r p o r a t i o n  (PERNAS!, 
the   Counci l  of T r u s t  for   Ind igenous   People  (MAKA), t h e  Urban  Development 
Au thor i ty  (UDA), and t h e   S t a t e  Economic  Development  Corporations  (SEDCS). 
The a c t i v i t i e s  of t h e s e   i n s t i t u t i o n s   f o c u s   o n   t h e   d e v e l o p m e n t  of modern 
commercial  and i - d u s t r i a l   a c t i v i t i e s   i n   t h e  rural  areas and new growth 
c e n t e r s   i n   u r b a n   a r e a s .  They p lay  an impor tan t   ro le   in   expanding   oppor-  
t u n i t i e s  f o r  p a r t i c i p a t i o n  by  Malays i n   t h e s e   s e c t o r s  by provid ing   f inan-  
c i a l  and t e c h n i c a l   a s s i s t a n c e   t o   h e l p  them s t a r t  and s u s t a i n   t h e i r  own 
b u s i n e s s   v e n t u r e s .  They 8’so  a c q u i r e   s h a r e   c a p i t a l   i n   e x i s t i n g  and new 
e n t e r p r i s e s   t o   b e   h e l d   i n   t r u s t   f o r   M a l a y s   u n t i l   s u c h  time as they  are 
i n  a p o s i t i o n   t o   a c q u i r e   t h e s e   s h a r e s  on t h e i r  own. An a c c e l e r a t e d  
program for   the   deve lopment  of u t i l i t i e s   h a s  been  provided f o r ,  and i n  
add i t ion ,   expend i tu re s   on   pub l i c   hous ing  and educat ion  have  been  increased 
by  more than  30 per   cev t .  To meet t h e   i n c r e a s e d   o u t l a y s ,   p l a n n e d   f o r e i g n  
borrowing  has   been  increased  by 92 p e r   c e n t   t o  M$1,383 m i l l i o n ,  and n e t  
domestic  borrowing by 38 per  cent t o  M$4,854 m i l l i o n   d u r i n g   t h e   P l a n  
pe r iod  1971-75. 
””””””””””””””””””””””~”””.“~“”””””””” 

1/ F o r   d e t a i l s  of the  Second  Malaysia  Plan  (1971-751, see SM/72/148, 
pp.  18-23. 

- 
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During the period  1971-73,   real   output   grew  a t  a r a t e  of 6 .9  per 
cent ,   compared w i t h  t h e  P l a n   t a r g e t  of 6 . 8  per c e n t .  The average  
a n n u a l   r a t e  ot. growth of a g r i c u l t u r a l   p r o d u c t i o n  was 7 . 5   p e r   c e n t ,  corn- 
pared w i t h  trle P l a n  t a r g e t   o f  8 . 3  per   cen t ;   the   s lower  grp*ath is a t t r i -  
b u t e d   l a r g e l y  to  t h c   d e c l i n e   i n  commodity pr ices   during  1971-72.   Pro-  
d u c t i o n  of rubber  and paddy grew l e s s   r a p i d l y   t h a n   t h e   P l a n   e n v i s a g e d ,  
vhe reas   p roduc t ion  of l ogs  and palm o i l   e x c e e d e d   t h e  target  r a t e s ,   I n  
real  terms, va lue  added in  manufacturing  grew  by 15.4 per cen t   annua l ly  
during  1971-73,  exceeding  the  Plan  ta:rget of 1 2 . 5  pe r   cen t .   Average  
annual   g rowth   in   cons t ruc t ion   measured  b y  va lue  added i n   c u r r e n t  prices 
rose by 16 .1  per c e n t  i n  1971-73,  comparcd  with  the Plan t a r g e t  of 
9 .4  per c e n t .  

During  1971-73,  employment  increased a t  an   annual   average   ra te  of 
3 . 4  per c e n t ,   r e p r e s e n t i n g  the c r e a t i o n  of 348,000 j o b s ,  or about  58 per 
c e n t  of t h e  o r i g i n a l   P l a n   t a r g e t   f o r  the f ive -yea r   pe r iod .  Unemployment 
decl ined  f rom  7.5  per   cent   in   1970  to   7 .3  per c e n t   i n   1 9 7 3 .   A g r i c u l t u r e ' s  
s h a r e   i n   t h e  new job c r e a t i o n  was on ly  28 p e r   c e n t .  Land development 
programs  provided 65,000 new jobs; t h i s  was p a r t i a l l y   o f f s e t  by t h e  
d e c l i n e   i n  employment i n   c h e   r u b b e r   e s t a t e s  by about   11,000 jobs .  Tventy- 
n ine  per cen t  of new employment was i n  t h e  m a n u f a c t u r i n g   s e c t o r ;  t h e  
ave rage   annua l   g rowth   r a t e  of employment  during  1971-73 i n   t h i s   s e c t o r  
was 9 . 5  per  cent ,   compared   wi th   the   P lan   t a rge t  of 7 .O per   cen t .  The 
average   annual   g rowth   ra te  of employment i n   c o n s t r u c t i o n  and commerce 
a l s o   e x c e e d e d   t h e   P l a n   t a r g e t s .  

b .  Out l ine   Perspec t ive   P lan ,   1970-90  

The achievement of t h e  o b j e c t i v e s  of the  Government 's  New Economic 

"- 

P o l i c y  (NEP) l aunched   in   1971 1/ v i z . ,   ( a )   t h e   e r a d i c a t i o n  of poverty 
among a l l  M a l a y s i a n s ,   i r r e s p e c t i v e  of r a c e ;  and (b) t h e   r e s t r u c t u r i n g  of 
Malays i an   soc i e ty  so t h a t   t h e   p r e s e n t   i d e n t i f i c a t i o n  of race  with  economic 
f u n c t i o n  and g e o g r a p h i c a l   l o c a t i o n  is reduced and e v e n t u a l l y   e l i m i n a t e d ,  
h a s   b e e n   s e t   w i t h i n  a pe r iod  of 20 y e a r s ,   o r   a p p r o x i m a t e l y  one g e n e r a t i o n .  
The Mid-Term Review  includes an "Out l ine   Pe r spec t ive  Plan" f o r   t h e   p e r i o d  
1970-90,  covering  the  output,   employment and d i s t r i b u t i o n   o b j e c t i v e s  of 
t h e  New Economic  Policy.  The Second  Malaysia  Plan  marks t h e  first f i v e  
yea r s  of t h i s  per iod.   During t h i s  P e r s p e c t i v e   P l a n   p e r i o d ,   t h e   p o l i c i e s ,  
programs, and p r o j e c t s  wiil be des igned   t o :  ( a )  generate  employment 
o p p o r t u n i t i e s  a t  a r a t e   s u f f i c i e n t  to r e d u c e   c u r r e n t   l e v e l s  of unemploy- 
n e n t ;   ( b j   i n c r e a s e   t h e   p r o d u c t i v i t y  and  income of a l l   t h o s e   e n g a g e d   i n  
low p r o d a c t i v i t y   r u r a l  and u rban   occupa t ions   by   i nc reas ing   t he i r   access  
t o   o p p o r t u n i t i e s  t o  a c q u i r e   s k i l l s ,   l a n d ,   c a p i t a l ,  and o t h e r   n e c e s s a r y  
i n p u t s  and  by el iminat ing  underemployment;  ( c )  r e d u c e   t h e   e x i s t i n g   i n e q u i -  
t a b l e   d i s t r i b u t i o n  of income  between  income c l a s s e s  and r a c e s ;   ( d )   m o d e r n i z e  
r u r a l   l i f e  and  improve t h e   l i v i n g   c o n d i t i o n s  of the   poor  i n  u r b a n   a r e a s  
through  the   p rovis ion  of a wide  range o i  s o c i a l   s e r v i c e s ,   i n c l u d i n g   p u b l i c  
h o u s i n g ,   w a t e r   s u p p l i e s ,   h e a l t h   s e r v i c e s ,  and c a n m u n i t y   f a c i l i t i e s ;  

1/ For d e t a i l s  see SM/72/148, p. 18. 
- 

- 
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( e )  promote t h e  c r e a t i o n  of a commercial  and i n d u s t r i a l   c o m m n i t y  among 
Malays so that by 1990  they will own and manage a t  l e a s t  30 p e r   c e n t  
of the   to ta l   commerc ia l  and i n d u s t r i a l   a c t i v i t i e s  of the count ry .   Other  
Xalaysians  would own 40 p e r   c e n t  of t h e   s h a r e   c a p i t a l  of commercial  and 
i n d u s t r i a l   u n d e r t a k i n g s  and the remaining 30 per cen t  would  be fo re ign -  
owned .   Desp i t e   t he   f ac t   t ha t   t he   sha re  of Malays i n   t h e   t o t a l   s h a L e  
c a p i t a l  of e n t e r p r i s e s  i s  expected  to   increase  f rom  under  2 per   cen t   i n  
1970 t o  30 per c e n t   i n   1 9 9 0 .  the envisaged  rapid  growth of the economy 
would permit ownership of c a p i t a l  by  other   Malaysians  to   expand a t  an 
a v e r a g e   a n n u a l   r a t e  of about  11 per c e n t ,  and  by foreigrrers  by about 
8 per   cent .   Expanding  investment   in   manufactur ing would p l ay  a l ead ing  
r o l e   i n   m e e t i n g   t h e   g o a l s  of the NEP and in  generating  employment,   which 
is expec ted   t o   i nc rease  by 7 . 5   p e r   c e n t   a n n u a l l y   i n   t h i s   s e c t o r .  By 1990 
employme.lt i n  manufactur ing is expected t o  reach 22 per c e n t  of t o t a l  
employment,  compared w i t h  10 per   cen t   in   1970.  

I n  l i n e   w i t h   t h e   a b o v e   p o l i c i e s ,   t h e   N a l a y s i a n  Government i s sued  
g u i d e l i n e s  on  February  12,   1974,   reg- la t ing Lhe a c q u i s i t i o n  of asse ts ,  
mergers ,  and takeovers  of c a p a n i e s  and bus inesses  i n  Malays ia  i n  o r d e r  
t o   a c h i e v e  a more balanced  Malaysian  par t ic ipat ion  in   ownership  and  con-  
t r o l   t h a t  would  conform t o  t h e  o b j e c t i v e s  of t h e  New Economic P o l i c y .  
The g u i d e l i n e s   a p p l y   t o  any   proposed   acquis i t ion  by f o r e i g n   i n t e r e s t s  
of  any s u b s t a n t i a l   f i x e d   a s s e t s   i n   M a l a y s i a  and t o  any  merger   or   takeover  
of companies  and  businesses in Malays ia   vhe ther  by Malaysian or f o r e i g n  
i n t e r e s t s .  The   gu ide l ines   do   no t   app l )   t o   spec i f i c   p ro j ec t s   app roved  
by t h e  Govermen t .  For the  purpose of implement ing   the   gu ide l ines ,  a 
Fore ign   Inves tment   Commit tee   has   been   es tab l i shed .  It  will be   r e spons ib l e  
f o r  a l l  major matters a f f e c t i n g   f o r e i g n   i n v e s t m e n t .  

11. P r i c e s ,  Wages,  Employment,  and  Population 
""" . " -.- " 

1. P r i c e s  ." - 

I n   1 9 7 3   i n f l a t i o n  became the  major  economic  problem  confronting  ths 
M a l a y s i a n   a u t h o r i t i e s .  Over the   yea r .   t he   consumer   p r i ce   i ndex   i nc reased  
by 18 per c e n t ,   i n   c o n t r a s t   t o  a 4 p e r   c e n t   i n c r e a s e   i n  1972  and a 1 p e r   c e n t  
ave rage   i nc rease   du r ing   t he   pe r iod  1961-71 (Table  4 ) .  A l l  the  components of 
t h e  consumer pr ice   index  recorded  increases;   the   food  component ,   which  has  a 
weight of 4 6 . 8  per c e n t ,   r o s e  by  31  per  cent  between December 1972  and 
December  1973.  while  clothing and footwear   wi th  a weight of 4 .8  per c e n t ,  
rose by 28 per cent .   Wi th in   the   food   group,   r ice  and o t h e r   c e r e a l s ,   m e a t ,  
f i s h ,  and f r u i t s  a n d  v e g e t a b l e s   r o s e   b y  4 2  per c e n t ,  36 p e r   c e n t ,  35 p e r  
c e n t ,  and 2d per c e n t ,   r e s p e c t i v e l y .  

P r i c e s   c o n t i n u e d   t h e i r   r a p i d   u p t r e n d   i n  t h e  opening  months  of  1974,  and 
i n  March t h e  consumer p r i c e   i n d e x  was 24 per   cent   higher   than a y e a r   e a r l i e r ;  
however ,   tnere  was some d e c e l e r a t i o n   i n   s u b s e q u e n t   m o n t h s ,  and the   i ndex  
f o r   J u n e  vas 18 per cent   higher   than  in   June  1973.   Between December 1973 
and June   1974,   the   index  showed a r ise of 7 p e r  cent.  
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107 

109 
108 
lo8 
lag 
114 
117 
120 
123 
128 
130 
137 
140 

140 
148 
152 
148 
150 
151 

100.8 
102.8 
103.5 
107.3 
108.5 

10 7 
108 
108 
107 

107 
107 
108 
108 
109 
log 
log 
1%) 
log 
lQ9 
109 
log 

110 

110 
110 
110 
110 

110 

101.1 
m.3 
W . 9  
lW.8 
129.0 

104 
196 
107 
109 

u1 
114 
118 
127 
129 
131 
133 
134 
135 
138 
139 
139 

142 
14 3 
144 
144 
144 
144 

-04 
101.1 
102.1 
102.9 
104.4 

10 3 
In? 
10 3 
103 

103 
103 
104 
104 
104 
104 
104 
105 
105 
105 
106 
106 

107 
109 
110 
110 
109 
110 

101.7 
le07 
108.2 
u3.9 
m.6 

113 
11s 
115 
116 

119 
I20 
122 
124 
12G 
=9 
130 
132 
134 
135 
136 
137 

140 
142 
146 
148 
149 
150 

100.8 
101.9 
le. 7 
103.1 
107.7 

103 
103 
103 
104 

104 
104 
104 
106 
107 
108 
109 
110 
ll0 
ll0 
l l 0  
I l O  

112 
112 
113 
115 
115 
116 

100.9 
102.8 
103.6 
106.4 
w.5 

106 

106 
109 

In6 

109 
log 
log 
log 
log 
log 
lI.0 
110 
U O  
U O  
ll0 
u.0 

114 
114 
115 
116 
120 
121 

104.6 
1&.2 
u. 3 
l15.4 
119.8 

115 
115 
116 
116 

118 
119 
U 9  
1l9 
=9 
120 
120 
l20 
120 
I21 
L'l 
21 

126 
126 
126 
126 
I26 
126 

Source: Department of Stat i s t ics ,  Malaysia. 
- 1f Annual  indices are averages of monthly inE.ices. 
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113 Y 

114 
115 

w 
1 

132 
134 
139 
141 
142 
140 
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l h c  o u b e t a n t i a l   i n c r e a s e   i n   c o n s u m e r   p r i c e s  waa a t t r i b u t a b l e  t o  e x t e r n a l  
iacioru and a l s o   t o   t h e   s t r o n g  Hrowth of domest ic  demand which was i i nanced  
by u l a r g e   c r e d i t   e x p a n s i o n .   D u r i n g  the second  ha l f  of 1973  and i n   1 9 7 4 ,   t h e  
Govertunent took a number of measure8 simd a t  modera t ing   pr ice   incrc laseo  , 
Thcsc inc luded   bo th  monetary and f i s c a l   m e a e u r e s ,  the removal of c e r t a i n   i m p o r t  
quotao   and   reduct ions   in  import: d u t i e e ,  and measurea to increaee domeet ic  out- 
put  of goodt~ i n  short supply .  

e 

To reduce   the   impact  on domes t i c   p r i ces  of r i s i n g   w o r l d   m a r k e t   p r i c e s  
of r i c e ,   t h e  Government   decided  to   subsidize  imported  r ice  on a temporary 
b a s i s .  The  1973  budget  provided MS13.8 m i l l i o n  for r ice  s u b s i d i e s ,   w h i l e  
the 1974  budget   has   a l loca ted  MS65 m i l l i o n   f o r   t h i s   p u r p o s e .   I n   e a r l y  1974 
a campaign was l a u n c h e d   t o   c u r b   p r o f i t e e r i n g  and hoa rd ing .   P rov i s ions  
i n  the Contro l  of S u p p l i e s  Act were invoked,  making i t  an o f f e n s e   f o r  
rnt?rrcllants t o   hoa rd  13 “ c o n t t o ! l e d “   c u n m r d i t i e s : l /   s u g a r ,  s a l t ,  m i l k ,  
wheat: f l o u r ,   c o o k i n g  o i l ,  r i c e ,   p r e p a r e d   o r   p r e i c r v e d   f i s h   i n   a i r t i g h t  
c o n t a i n e r s ,   k e r o s e n e ,   f e r t i l i z e r s  , cement  and c l i n k e r ,   i n s e c t i c i d e s ,  
fo rmic   ac id ,  and round s t ee l  b a r s .  An An t i -Hoard ing   Sec re t a r i a t  was e e t a b -  
l ished a t   t h e   H i n i s t r y  of Trade and I n d u s t r y ,  and there   have   been  a number 
of p rosecu t ions   unde r   t he  Act. On A p r i l  21,   1974,   manufacturers ,   whole  
s a l e r s ,  and re ta i lers  were  required to  posscss a l i c e n s e   i n   o r d e r   t o   t r a n s -  
a c t  b u s i n e s s   i n   t h e   f o l l o w i n g  s i x  commodities:  sugar, w h e a t ,   f l o u r ,   k e r o s e n e ,  
c o c o n u t   o i l ,  and f e r t i l i z e r s .  A l s o ,   t h e   C e n t r a l  Bank ins t ruc ted   commerc ia l  
banks   no t   t o   ex t end   c r ed i t   fo r   f i nanc ing  excessive stockpi l ing  of   con-  
t r o l l e d  items. 

I n  May 1974,  the  National  Paddy  and  Hice  Authority  f ixed  the  ex-mill  
p r i c e  of r i c e ,  and on June  17,   the  wholesale and re tc ; l  p r i c e   o f   r i c e ,  
Merchants were g i v e n   u n t i l   J u n e   I d ,   1 9 7 4   t o   d i s p o s e  of e x i s t i n g   u n g r a d e d  
s tocks  of r i ce ,  a f t e r  which  they  could s e l l  on ly   t he   16   con t ro l l ed  grades 
of r ice .  

Malaysia  has a l lowed   domes t i c   p r i ces  of o i l   p r o d u c t s   t o   r i s e  to  
r e f l e c t   t h e   h i g h e r   i n t e r n a t i o n a l   p r i c e  of o i l ;   p r i c e s  were r a i s e d  i n  
December  1973  and a g a i n   i n  May of t h i s   y e a r .  

2 .  Wages - 
The s h a r p  r ise in p r i c e s   d u r i n g   1 9 7 3   g e n e r a t e d   s u b s t a n t i a l   p r e s s u r e  

for wage increases .   Al though  Malays ia   does   no t   compi le  a wage index ,  
” I...-. ._- -.- . _  - - - _._I - ..- ”“_ -.“- 

1/ The i n c r e a s e   i n   p r i c e s  of c o n t r o l l e d   c o m m o d i t i e s   r e q u i r e s   o f f i c i a l  
”- 

approva l .  tiice has been a c o n t r o l l e d  commodity s ince   1965;  the o t h e r  
commodities  were  added t o   t h e  l i s t  i n  1972  and  1973. The permission  of  
the Mini s t ry  of Trade and I n d u s t r y  i s  also  needed f o r  p r i c e   i n c r e a s e s  
for  those  commodities  produced by  i n d u s t r i e s   e s t a b l i s h e d   a f t e r   1 9 7 1   t h a t  
have been  granted e i ther  t a x   i n c e n t i v e s ,  import duty   exempt ions   o r  pro- 
t e c t i o n   i n   t h e  form of t a r i f f s  or q u a n t i t a t i v e   r e s t r i c t i o n s  oc impor ts .  
During  1973 and 1974 price rises f o r  a number  of  such  products were 
permi t ted .  
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a v a i l a b l e   i n f o r m a t i o n   i n d i c a t e s   t h a t   d u r i n g  the pas t   year  wage i n c r e a s e s  
have  not  been an autonomous i n l l a t i o n a r y   f a c t o r ; .   t l l e y ~  have genera1 l y  
c o m p e n s a t e d   f o r   p r i c e   i n c r e a s e s   t h a t  had a l r eady   occu r red .  In October  
1973 ,   t he   Fede ra l  and Sta te   Governments   in t roduced  a s p e c i a l  - e l ie f  
allowance for lower   pa id   government   employees :   for   month ly   sa la r ies  
of M$300 o r  less the   monthly  a l lowance was $30; for s a l a r i e s   r a n g i n g  
between  $301  and $400 the   a l lowance  was $20; and for salaries rang ing  
between  $401  and $500 t h e   a l l o w a n c e  was $15. The  p r i v a t e   s e c t o r  was 
encouraged  to  follow  the  Government ' 8  l e a d ,   a n d ,   i n  many i n e t a n c e a ,  
un ionized   labor   ob ta ined   h igher   a l lowances   than   those   pa id  by t h e  
Government.   In  Malaysia  only  about 10 per   cen t  of t h e   l a b o r   f o r c e  
i s  o rgan ized ,  but  wage i n c r e a s e s   i n   t h e   u n o r g a n i z e d   s e c t o r   g e n e r a l l y  
fo l low  those  of the o r g a n i z e d   s e c t o r .  It was announced in   September  
1974  tha t   publ ic   sec tor   employees   would   rece ive  a one-month s a l a r y   b o n u s ;  
e x c e p t   f o r   t h e   s p e c i a l   r e l i e f   a l l o w a n c e ,   p u b l i c   s e c t o r   s a l a r y   s c a l e s  
have  remained  uncharged  since  1972. Man-days l o s t   t h r o u g h  s t r ikes  t o t a l e d  
49,553 dur ing  t h e  f i r s t  s i x  months of 1974,  compared  with 40,866 man-days 
l o s t   d u r i n g  the f u l l   y e a r  of 1973.   These   f igures   sugges t  t h a t  p r e s s u r e  
for l a r g e r  wage i n c r e a s e s  may be   bu i ld ing   up .  

Wages of workers i n   r u b b e r   p l a n t a t i o n s   r o s e   r a p i d l y   d u r i n g   1 9 7 3 ,  
because  the wage r a t e   f o r   r u b b e r   t a p p e r s  i s  t i e d   t o  t h e  p r i c e  of 
rubber   under   the   co l lec t ive   agreement   be tween  the   Nat iona l  Union 
Plantat ion  Workers  and the   Ma layan   Agr i cu l tu ra l   P roduce r s   Assoc ia t ion .  
I n   1 9 7 3   t h e   a v e r a g e   d a i l y  wage of rubbe r   t appe r s  was 42 per c e n t   h i g h e r  
t han   i n   1972 .  0 
3 .  Employment 

Although t h e  results of the  Labor  Force  Survey  conducted i n  A p r i l -  
May of t h i s  y e a r   a r e   n o t   y e t   a v a i l a b l e ,   i n d i c a t i o n s  are t h a t   t h e  downward 
t r e n d   i n  unemployment has continued  in  1974.  Unemployment is e s t ima ted  
to   have   dec l ined   t o  7.3 per cent   in   1973,   compared  with 7 . 5  p e r   c e n t  
i n   1970 .   In   1973 ,   employmen t   i n   t he   manufac tu r ing   s ec to r   i nc reased  by 
1 0   p e r   c e n t ,   h a l f  of which was accounted   for  by t h e   e l e c t r o n i c s   i n d u s t r y .  
Employment i n   t h e   c o n s t r u c t i o n   s e c t o r   r o s e  by 8 per c e n t ;  the i n c r e a s e  
would  have  been  higher i f  more s k i l l e d   l a b o r  had   been   ava i l ab le .  Unem- 
ployment i n   u r b a n   a r e a s   d e c l i n e d   d u r i n g   1 9 7 3 ,   b u t   c o n t i n u e d   t o  be  sub- 
s t a n t i a l l y   h i g h e r   t h a n   i n   t h e   r u r a l   a r e a s .  Unemployment c o n t i n u e d   t o  
be c o n c e n t r a t e d  among young  persons.  

S t a t i s t i c s   c o l l e c t e d  by t h e  Min i s t ry  of Labor and  Manpower  showed 
t h a t   t h e  number of new job   openings   reg is te red   in   employment   exchanges  
increased  by 42 p e r   c e n t   t o  5 3 , 4 6 8  dur ing   1971.   For ty-e ight  per c e n t  
of t h e  new openings  were  in  t h e  m a n u f a c t u r i n g   s e c t o r .  The  number of 
u n p i a c e d   r e g i s t r a n t s   d e c l i n e d   f r o m  a monthly  average of 1 6 4 , 0 0 0   i n  
1972  to   161 ,000  i n  1973, and i n  A p r i l  1974 i t  was 11 per cent :   lover  
than a y e a r  earlier. 
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The prospects   for   employment   growth  during  1974 and 1975 arc  con- 
sidered good;   according t t )  t\rc revitaed t a r g e t s  of the Second  Malaysia 
Plan, a g r i c u l t u r e  w i l l  account  for 28.2 per c e n t  and manufac tur ing  for 
2 4 . 2  per cen t  of' new employment d u r i n g  thew two years. The land dcvel- 
opment program  cont inues t o  be the most impor tan t  means for   expanding 
a g r i c u l t u r a l  employmetrl;. I n  manufactur ing,   emphasis  is being p l a c d  
on t h e  e s t a b l i s h m e n t  and  expclnr;rion o f  l a b o r - i n t e n s i v e   i n d u s t r i e s ,   s u c h  
as t e x t i l e s ,   e l e c t r o n i c s ,  wood,  and rubber p r o d u c t s ,  as wel l  as t h e  
dispersal of i n d u s t r y   t o  less  developed areas. During 1973 a s i g n i f i -  
c a n t  number of new jobs  were c r e a t e d  i n  t h e   r u r a l  areas of Perlis, Kedah, 
f r r u g y a n u ,  Pahang, and  Malacca. 

4 .  Popu la t ion  

Although  the  Nat ional   Family  Planning Board bas made p r o g r e s s ,   t h e  
low p r i o r i t y   a c c o r d e d  t o  t h e  Board's program,lcompared  with  other  
government  programs, has r e s u l t e d  i n  d e l a y s   i n   i m p l e m e n t a t i o n .  In 
ear ly   1973 an en larged   f ive-year   p rogram was launched by Lhe Board 
t o   e x t e n d  and  improve  family  planning  in rural  a r e a s .  The  program 
is expected to c o s t  at  least MS38 m i l l i o n   o v e r  the five-year p e r i o d .  

111. Publ ic   F inance  - 
1. Ln t roduc t   i on  

""I 

The   gove rnmen t   s ec to r   i n   Ma lays i a   cons i s t s  of the   Federa l   Government ,  
13 s ta te  governments,  a l a r g e  number of m u n i c i p a l i t i e s ,  and a number of 
n o n f i n a n c i a l   p u b l i c   e n t e r p r i s e s .  Its i n f l u e n c e  on the  economy is l a r g e  and 
has been  growing  over  the l as t  y e a r s ;   t h e   c o n s o l i d a t e d   e x p e n d i t u r e s  of t h e  
Fede ra l  and S ta t e   Governmen t s   p lus  the p u b l i c   a u t h o r i t i e s ,   e x p r e s s e d  as  a 
sha re  of GNP, rose   f rom 32 per   cen t   in   1970 t o  38 per  c e n t   i n  1973.  Given 
t h e   f e d e r a l  s tructure of Malays i a ,  many revenue   sources  are shared  between 
the Federa l   and   S ta te   Governments ,  and loans   and   gran ts   f rom  the   Federa l  
Government c o n s t i t u t e  an impor tan t   source  of revenue for t h e   S t a t e  Govern- 
ments  and for t h e  o t h e r   p u b l i c   a u t h o r i t i e s .  The S t a t e s '  own r e s o u r c e s   s t o o d  
a t  about  one f i t t h  of Federal   Government   revenue  in   1973.   While   the  Federal  
Government may have   recourse   to   domest ic   (bank  and  non-bank) and f o r e i g n  
borrowing,  t h e  S t a t e  Governments   re ly   only  on t h e i r  own r e c e i p t s  and f e d e r a l  
g r a n t s  and l o a n s .  State  Governments  undertake  as much a s   o n e   t h i r d  of t o t a l  
government  investment  and  f inance a l a r g e   p a r t  of i t  by g r a n t s  and loans  
from the   Federa l   Government .  

As a group,  t h e  n o n f i n a n c i a l   p u b l i c   e n t e r p r i s e s  and the   fou r   ma jo r  
m u n i c i p a l i t i e s  1/ t h a t  are i n c l u d e d   i n   t h e   p u b l i c   s e c t o r   a n a l y s i s   h a v e  - 

__". _" ~ _."_ ~ 

1/ N a t i o n a l   E l e c t r i c i t y  BoRrd ,   MalayanRai lway  Adminis t ras t ion ,   Kelang  
Po;; Author i ty ,   Penang  Port Commission,  Kuching Por t  Author i ty ,   Sarawak 
E lec t r i c i ty   Sapp ly   Corpoza t ion ,   Sabah   E lec t r i c i ty   Boa rd ,   Te lecommunica t ions  
Depar tment ,   the  C i t y  Counci l s  of Kuala Lumpur and Penang, and the munici-  
p a l i t i e s   o f  Ipoh and Malacca. 
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The pub l i c  sect:!r, which I~ad c?xert.cd a strong expsnuiorvtry irnlxact it1 

1972 i n   o r d e r   t o  cnuntc!r t h e  c1tfcart.s of :hc l o w e r  expor t :   ca rn incs  of t h a t  
year, was less expans innary  i n  1973 ( l i b b l t !  5 ) .  l h i s  r e f l e c t e d   t l w  G’overulnt!nt ‘ti 
a n t i c y c l i c a l  p o l i c y  in a year  of r a p i d  V , . I . O W L ~  of p r i v a t e   s c c t o r  dema~~d. The: 
o v e r a l l  d e f i c i t  of thc  c o n s o l i d a t c d  p u b l i c  s e c t o r  amounted t o  M$l ,5>8   mi l l i on  
i l l  1972,  lrut k . 1 ~  rcxluced t o  P1$1,272 m i l l i o n  in 1973,  and was equa l   t o   abou t  one 
f i i t h  o t  t o t a l   p u b l i c   s e c t o r   e x p e n d i t u r e s .  I n  both 1972  and  2973  revenues  in- 
crv;lswi by aboat  17 per c c n t ,   w h i l e  t o t a l  e x p e n d i t u r e s   i n c r e a s e d  a t  a nwch 1 o w r  
ratl\ i n  1973 ( 7  p e r   c c n t )   t h a n  i n  1Y72 ( 2 7  per c e n t ) .  l ’o ta l  p u b l i c  st!ctor experrdi- 
I:urc!s i n  1973  represented  about  38 p e r  ccnt of G N P .  C u r r e n t   e x p e n d i t u r e s  were 
r e s t r a i n e d ,  and a c u r r e n t   s u r p l u s  of M$312 m i l l i o n ,   e q u i v a l c ? n t   t o  7 pcr c e n t  
of t h e  revenue ,  was a c h i e v e d   a g a i n s t  a c u r r e n t   a c c o u n t :   d e f i c i t  i n  1972. 

E s t i m a t e s   f o r   1 9 7 4   i n d i c a t e   t h a t   r e v e n u e s  art= expected to prow b y  about 
24 per c c q t ,  and t o t a l   e x p e n d i t w e s  hy 28 p e r  c e n t .  The o v e r a l l   p u b l i c  
s e c t o r  d e f i c i t  i s  e s t ima ted  a t  MS;l,t)47 m i l l i o n ,  o r  about 45  per cent h ighe r  
t h a n  i n  1973.  About  75 per c e n t  of t h e  1972 d e f i c i t  and 95 per c e n t  of t h e  
1 9 7 3   d e f i c i t  was financed  from domestic s o u r c e s .  ’ h e  r e l i a n c e  on f o r e i g n  
f i n a n c i n g  was reduced  from 25 p e r  c e n t   i n  1972 t o  5 per cent i n   1 9 7 3 ,  h u t  
i s  expec ted   t o   r each  10 p e r   c e n t   i n   1 9 7 4 ,  To f i n a n c e   t h e   p u b l i c   s e c t o r  
d e f i c i t ,   l i q u i d  asse ts  of t h e   F e d e r a l  and State  Governments  were run down 
both i n  1972  and  1973  and are expec ted  t3  b e   r e d u c e d   f u r t h e r   i n   1 9 7 4 .  

3. Federal Government  budget 
””””””“”””“ 

a .  Genera l   budge t   pos i r ion  - ”“”” ”” ””””” 
The o v e r a l l   d e f i c i t   o f   t h e   F e d e r a l  Government  amounted t o  M$1,079 m i l -  

l i o n  i n  1 9 7 3 ,   t h i s  was 17 per c e n t   b e l o w   t h e   1 9 7 2   d e f i c i t  and was  equa l  t o  
23 per cen t  of t o t a l   e x p e n d i t u r e   ( T a b l e  6 ) .  l h i s  d e c r e a s e  of the o v e r a l l   d e f i c i t  
was t h e   r e s u l t  of a s h a r p   i n c r e a s e   i n   r e v e n u e  and a d r a s t i c   r e d u c t i o n   i n   t h e  
r a t e  of   growth  of   current   expendi ture ,   which more than  compensated  for  a 1 5  per 
cen t   i nc rease   i n   deve lopmen t   expend i tu re .  The c u r r e n t   b u d g e t  showed a M$158 m i l -  
l i o n   s u r p l u s ,   a g a i n s t  a d e f i c i t  of M$269 m i l l i o n  i n  1972. 

The o r i g i n a l  1974  budget was expected t o  show a n   o v e r a l l   d e f i c i t  of 
M$1,335 m i l l i o n ,  or 2 2  pe r   cen t   h ighe r   t han  t h e  1 9 7 3   d e f i c i t .  However, a s  a 
r e s u l t   o f   c o n t i n u e d   h i g h   e x p o r t   p r i c e s  and t h e   f i s c a l   m e a s u r e s   t a k e n  in 
A p r i l  1974,   the  budget  estimates have   been   cons ide rab ly   r ev i sed .  T h e  o v e r a l l  
d e f i c i t   e s t i m a t e d  a t  M$1,095 m i l l i o n ,  i s  approx ima te ly   equa l   t o   t ha t   i n   1973 .  
Revenues a r e   e x p e c t e d   t o   i n c r e a s e   b y  24 per c e n t  and c u r r e n t   e x p e n d i t u r e s  b y  
1 7  per cent   over   1973;  t h e  c u r r e n t   b u d g e t   s u r p l u s  i s  e s t i m a t e d   a t  M$425 m i l -  
l i o n - - a s   a g a i n s t  M$67 mi l l i on   i n   t he   o r ig ina ! .   budge t - -wh i l e   deve lopmen t   expend i -  
t u r e s  are expec ted  t o  exceed the o r i g i n a l  budget estimates by MS126 million. 



Table 5. kzlaysia:  Consolidated  Public Sector,  1970-74 

(In mil l ions  of Malaysian dol lars)  

1970 1971 1972 1973 1974 
Revised Estmtes 

Estimates 

Government current revenue- 1/ 2,928  3,106  3,651  4,296  5,322 

Government current  expenditure 11 y 
Government current  surplus or def ic i t  (-1 

Public  authorities  current  surplus 

Public  sector  current  surplus 

Publlc sector development expenditu-e 

Governments 

Public   authorit ies  

Pclblic sector overall  d e f i c l t  

Sources of f i nancing 

Foreign (net) 
Domes t i c  (ne t )  

2,474 - 2,853 3,836  3,984  4,719 

454 253 -185 312 603 
- - - 

- 94 138 191 207 231 

548 391 6 519 834 I 

- - - - 

94 6 1,400 1,564 1 ,791  2 , 6 8 1  r 0, 

30 340 400 72 192 
- 3 68 - 6 69 1,158 1,200 1,655 - 

Total  398 1,009 1,558 1 , 2 7 2  1,847 

Source: Data provlded by the Malaysian authorl t les .  

- l /  Federal and S t a t e  Governments on ly .  
2 1  I n c l u d e s  defense expendltures  that,prlor t o  1973,used t o  be c lass i f led  as d l rec t  development 

expenditures . 

. 
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Table 6. Elalaysia: Federal Government Budgetary Operations, 1970-74 . .\ 

e. 

(In mil l ions  of Ehl.aysian dollars) 

1970  1971  1972  1973  1974 
Es t h  t.8 

Current  revenue 

Current expenditurdl 

Current surplus or d e f i c i t  (-> 

Grants 

Development expenditure 
Direct development exp5yditure 
Net government lending- 

Overall budgetary d e f i c i t  (-) 

0 Financing 
Foreign  (net)- 31 
Domestic 

Banking sect  or 
Central bank (net) 
Commercial  banks (net) 

EP F 
Other - 4 1  

Nonbanking sector 

Total financing 

2,292 2,418 2,920 3,418 4,225 
2.182 2,519 3.189 3.260 3,800 

110 -101 -269 158 425 

17 39 66 28 8 

600 949 1,102 1,265 1 ,528  
(453) (633) (680) (845) (1,131) 
11.47) - (316) - (422) (420 )  (397) 

-473 -1,011 -1,305 -1,079 -1,095 

- - - 

23  343 403 70 160 
902 l,Om 935 

50 210 129 212 150 
4 3  668 

- - - - - - 

473 1,011 1,305 1,079 1,095 

Source:  Data  provided by the Malaysian  authorities 

11 Includes  defense  expenditure  that,prior  to  1973,used to be classified as 
direct  development  expenditure. 
- 

- 2 /  Includes  government  lending  to States  and statutory  authorities. 
- 31 Includes  changes in government's  foreign  assets. 
41 Includes changes i n  Trust Fund balances and errors arising from timing 

and 'other causes. 
- 
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The p a t t e r n  of f i n a n c i n g  of t h e   1 9 7 3   d e f i c i t   d i f f e r e d  from t h a t   i n  1972 
i n   t h a t  a s m a l l e r   p a r t  was r inanced   th rough  fore inn   bor rowing  ( 6  p e r   c e n t   i n  
1973,  compared  with  31 per cen t  i n  1 9 7 2 ) ;   t h e  amount   f inanced  domest ical ly   in-  
c reased   by  MS100 m i l l i o n   i n   1 9 7 3 .  The s a l e  of g o v e r n m e n t   s e c u r i t i e s   t o   t h e  
n o n b a n k i n g   s e c t o r   c o n t i n u e d   t o  b e  t he  most impor t an t   sou rce  of  f i n a n c i n g .  In 
1973  the  Employees  Provident Fund (EPF)   purchased   (ne t )   about  M$385 m i l l i o n ,  
the P o s t  O f f i c e  MS76 m i l l i o n ,  a n d   v a r i o u s   o t h e r   n o n b a n k i n g   i n s t i t u t i o n s  
MSS183 m i l l i o n  of government   secur i t ies   (Appendix   Table  111). The f i n a n c i n g  
of t h e  1974 d e f i c i t  i s  aga in   expec ted   t o   r e ly   heav i ly   on   t he   s a l e   o f   gove rn -  
ment s ecu r i t i e s  t o   t h e s e   i n s t i t u t i o n s ;   f o r e i g n   b o r r o w i n g  is  e x p e c t e d   t o   i n -  
c r e a s e   t o  MS160 m i l l i o n ,   b u t   n e t  bank borrowing   would   dec l ine  to HS150 m i l l i o n .  

b. Domest ic   cur ren t   revenue  
””1”””””””” 

In   1973  cur ren t   revenue  was M$3,418 m i l l i o n ,   o r   1 7   p e r   c e n t   h i g h e r   t h a n  
i n   1 9 7 2 ;   i n   1 9 7 4 ,  i t  i s  e x p e c t e d   t o   i n c r e a s e   f u r t h e r   b y  24 per cent   (Appendix  
Table IV).l/ T h i s   e x p a n s i o n   l a r g e l y   r e f l e c t e d   t h e  booming  economic a c t i v i t y  
and was accoun ted   fo r  by a n   i n c r e a s e   i n  tax revcque .  Tax r evenues   expres sed  
a s  a pe rcen tage  of GNP r o s e   s l i g h t l y  from  18.2 per c e n t  i n  1972 t o   1 8 . 4  per 
cen t   i n   1973 .  Income t a x e s  rose  by 13 p e r   c e n t ,   m a i n l y   b e c a u s e  of t h e   c o n t i n u -  
ing  improvement in   t ax   en fo rcemen t  and t h e  c o l l e c t i o n  of t a x e s  on s a l a r y  arrears 0 
p a i d  t o   t e a c h e r s  and  personnel of t h e  armed f o r c e s   i n  1972.  Export   taxes re- 
corded a s h a r p   i n c r e a s e  (85 p e r   c e n t )  and c o n s t i t u t e d   1 3  per c e n t  of t o t a l  
current   revenue  in   1973,   compared  with 8 p e r  c e n t  i n  1972.   This   increase  was 
a t t r i b u t a b l e   t o   h i g h e r   p r i c e s  and export   volume for r u b b e r ,   t i n ,  and  palm o i l .  
The s h a r p  r i se  of r u b b e r   e x p o r t   p r i c e s   a c t i v a t e d  the rubbe r   expor t   su rchc rge ,  
which  produced  near ly  MS48 m i l l i o n   i n   a d d i t i o n a l   t a x   r e v e n u e .   R e v e n u e s  from  import 
d u t i e s   i n c r e a s e d  by 26 per   cen t   and   amounted   to  22 p e r   c e n t  of t o t a l   c u r r e n t  
rece ip ts .  However,  import t ax  r e c e i p t s   d i d   n o t   k e e p   p a c e   w i t h   t h e   s u r g e   i n   i m p o r t s  
and  amounted t o   1 2 . 6   p e r   c e n t  of t h e  l a t t e r  in   1973,   compared  with  12.9 per c e n t  
i n  1972. The s u b s t a n t i a l   g r o w t h   i n   p r i v a t e   c o n s u m p t i o n  i n  1973  caused  revenue 
f r o m   t h e   s a l e s   t a x  t o  rise t o  M$220 m i l l i o n ,   a l m o s t   d o u b l e   t h e   1 9 7 2   l e v e l -   E x c l u d -  
i n g   t h e   d i s t r i b u t i o n  of assets of t he   fo rmer   Cur rency  Board  f rom  the  1972  f igure,  
nontax   revenues  rose by  20   per   cen t  i n  1973. 

Revised estimates i n d i c a t e   t h a t   c u r r e n t   r e v e n u e   i n   1 9 7 4  i s  expec ted  t o  be  
24 per c e n t   h i g h e r   t h a n  i n  1973.   This  i s  d u e   t o   t h e   c o n t i n u i n g   e x p a n s i o n   i n  
e c o n o m i c   a c t i v i t y ,   t h e   i n t r o d u c t i o n  of s e v e r a l   t a x   m e a s u r e s ,   a n d   t h e   i n c l u s i o n ,  
f o r   t h e   f i r s t  time, o f   r e v e n u e   f r o m   t h e   f e d e r a l   t e r r i t o r y   o f  Kuala Lumpur 
(MS15 m i l l i o n ) .  Income t a x e s  are e x p e c t e d   t o  rise by  31 per c e n t ,   m a i n l y  
because   incomes   rea l ized   in   1973,   which   se rve  as t h e   b a s e   f o r   1 9 7 4  income t a x  
paymen t s ,   had   i nc reased   subs t an t i a l ly   ove r   1972 .  Owing p a r t l y   t o   t h e   i n t r o d u c -  
t i o n  of a new e x p o r t   t a r i f f   f o r  t h e  ma jo r   expor t   p roduc t s ,   wh ich   p rov ides   fo r  
s h a r p e r   p r o g r e s s i v i t y   b a s e d   o n  a s l i d i n g  ra te  s c a l e ,   e x p o r t   r e v e n u e s   a r e   e s t i m a t e d  
-” ”””””””””’”~“”””””””””“””“””””””” 

17 A d e t a i l e d   d e s c r i p t i o n  of t h e   t a x   s y s t e m  is g i v e n   i n  Annex A ;  inves tment  
t i n c e n t i v e s  are summarized i n  Annex B. 
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a t  M$749 m i l l i o n ,  or 74 per c e n t   h i g h e r   t h a n   i n  1473. Rece ip t s   f rom  exc i se  
d u t i e s   a r e   e s t i m a t e d   t o   r e m a i n  s tab le  whi le   revenue   f rom  impor t   du t ies  
is e x p e c t e d   t o  r ise  by about 15 per c e n t  as a r e s u l t  of h i g h e r   i m p o r t   p r i c e s  
and import volume. 

S e v e r a l  tax measures  were in t roduced  i n  the 1974 b u d g e t ;   t h e i r   r e v e n u e  
implications were as follows: 

( I n  M a l a v a s i a n   d o l l a r s  

Land s p e c u l a t i o n   t a x  

E x p o r t   d u t y   i n c r e a s e s  

Income tax r e l i e f  

S tamp  duty   reduct   ion  

Other  

Tot a1 

5 . 0  m i l l i o n  

26.2 m i l  l i o n  

-2 .7  m i l l i o n  

-0.9 m i l l i o n  

-8.0 m i l l i o n  

19.6 m i l  l i on  

- .- 

(1) Land s p e c u l a t i o n   t a x  
" 

To curb r i s i n g  real  e s t a t e  p r i c e s ,  a 50 p e r   c e n t   t a x  was 
imposed on p r o f i t s  made o n   t h e   d i s p o s a l  of land  and b u i l d i n g s   s i t u a t e d  
i n   H a l a y s i a   t h a t  were h e l d   b y   t h e   s e l l e r   f o r  a p e r i o d  of l e s s  t h a n  two 
years and were s o l d  for a v a l u e  i n  excess  of M$200,000, Prof  i t s  from t h e  
s a l e  of p r i n c i p a l   r e s i d e n c e s  and k o m  sales of real es ta te  by hous ing  
deve lope r s  are exempted   f rom  th i s  t ax .  

( 2 )  Export  "" d u t i e s  

To encourage   t he   domes t i c   p rocess ing  of t i m b e r ,  a 5 p e r   c e n t  
expor t   du ty  on sawn t imber  was in t roduced   ( r evenue   ga in  of M$15 m i l l i . o n ) .  
New d u t i e s   o n   t h e   e x p o r t  of c e r t a i n  food  p roduc t s  and b u i l d i n g   m a t e r i a l s  
that were i n   s h o r t   s u p p l y  may b r i n g   i n  an a d d i t i o n a l  MS11.2 m i l l i o n .  

T h e  tax c h a n g e s   t h a t  were e x p e c t e d   t o   e n t a i l  some loss of t ax  revenue  
were t h e   f o l l o w i n g :  

( 3 )  IncoEe tax  r e l i e f  
" - 

T h i s  measure r e d u c e d   t h e   d i s c r i m i n a t i o n   b e t w e e n   t a x a t i o n  of 
married  and  unmarried women--at an expec ted   revenue  loss  of about  M$2 m i l -  
l i o n .  Tax d e d u c t i o n s  were i n t r o d u c e d   f o r   i n c a p a c i t a t e d   c h i l d t e n  (loss of 
M$200,000), and i n c o r p o r a t i o n   e x p e n s e s  were made d e d u c t i b l e  for t a x   p u r p o s e s  
to  encourage the i n c o r p o r a t i o n  of small b u s i n e s s e s  ( lo s s  of M$500,000). 
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( 4 )  Stamp d1;ty r e d u c t i o n  

”””“””“”_ 

Stamp d u t i e s   r e l a t e d   t o   c e r t a i n  cap i ta l  and money marke t   t r ans -  
a c t i o n s  were reduced.  

( 5 )  Other   t ax   changes  
”“”””””- 

To he lp   comba t   r i s ing   p r i ces ,   t he   Governmen t   r educed   o r   abo l i shed  
i m p o r t   d u t i e s  and e x c i s e  taxes o n   c e r t a i n   e s s e n t i a l   p r o d u c t s  ( l o s s  of MS7.9 m i l -  
l i o n ) .   E x p o r t   t a x e s   o n   i r o n   o r e  were reduced  f rom  15  per   cent  to 10 p e r   c e n t  
( l o s s  of MS100,OOO). 

In  A p r i l  1974 ,   t he   Governmen t   i n t roduced   add i t iona l   f i s ca l  measures t o  
c o u n t e r a c t   t h e   p r e v a i l i n g   i n f l a t i o n a r y   p r e s s u r e s .   W i t h   r e s p e c t   t o   r e v e n u e s :  
( i >  a new s u r c h a r g e   a t  more p r o g r c o s i v e   r a t e s  was imposed  on  rubber  exports;  
( i i )  t h e  ra tes  of expor t   du ty  on  palm o i l   a t   p r i c e s   e x c e e d i n g  MS800 per ton 
were made more progress ive ;   and  (iii) e x p o r t   s u t c h a r g e s  were imposed  on e x p o r t s  
of palm o i l  and t i n .  The a d d i t i o n a l   r e v e n u e   y i e l d  from t h e s e   t a x   m e a s u r e s   i n  
1914 was e s t i m a t e d  a t  MS140 m i l l i o n ,  

c .  Cur ren t   expend i tu re  

C u r r e n t   e x p e n d i t u r e s   r o s e   b y   a b o u t  2 p e r   c e n t   t o  M$3,260 m i l l i o n   i n  1973, 
and a r e   e x p e c t e d   t o   i n c r e a s e  by about  1 7  per cent   in   1974  (Appendix  Table V). 
The 1973  increase  was spread o v e r   s e v e r a l   i t e m s ,   w i t h   l a r g e r   i n c r e a s e s   i n  pub- 
l i c  d e b t  payments and expend i tu re s   on  commerce  and communications.   Relief  pay- 
ments t o  federa l   government  employees i n   t h e   l o w e r   g r a d e s ,   e n a c t e d   i n   O c t o b e r  
1973,  amounted  to M$20 m i l l i o n   i n   1 9 7 3 ,   a n d   p a y m e n t s   f o r   r e t r o a c t i v e   s a l a r y   i n -  
c r e a s e s   t o t a l e d  M$40 m i l l i o n .  The s e r v i c i n g  of t h e   p u b l i c   d e b t   r o s e  i n  1973 by  
1 6 . 0   p e r   c e n t  t o  M$376 m i l l i o n ,  and was equa l   t o   11 .0   pe r   cen t  of t o t a l   c u r r e n t  
revenues.   About 82 p e r   c e n t  of t h e s e   d e b t   s e r v i c e   p a y m e n t s  were interest  payments 
on domest ic   debt .  

”””””_ 

I n   1 9 7 4   t h e   l a r g e s t   i n c r e a s e s   i n   c u r r e n t   e x p e n d i t u r e   a r e   o n   a g r i c u l t u r a l  
and ru ra l   deve lopmen t  (an i n c r e a s e  of 72 p e r   c e n t )   a n d   o n   s p e c i a l   r e l i e f   a n d  
o the r   a l l owances   budge ted  for MS200 m i l l i o n .  

As indica ted   in   Appendix   Table  V I ,  expendi tures   on   wages   and   sa la r ies  
d e c l i n e d  by 6 p e t   c e n t   i n   1 9 7 3 ,   o w i n g   t o   t h e   f a c t   t h a t   t h e  corresponding amount 
i n  1972 was i n f l a t e d  by t h e   i n c l u s i o n  of l a r g e   r e t r o a c t i v e   s a l a r y   i n c r e a s e s .  
In   1974 ,   wages   and   s a l a r i e s   a r e   expec ted   t o  r ise by  19 per c e n t  and  would  equal 
32 pe r   cen t  of t o t a l  cu r ren t   expend i tu re s .   Expend i tu re s  on s e r v i c e s  and supp l i e s ,  
which  increased by 55 p e r   c e n t   i n   1 9 7 3 ,  owing t o  s i z a b l e   p u r c h a s e s   o f   f u r n i t u r e  
and  equipment ,   are   expected to show l i t t l e  change   in   1974.  

d .  Development   expendi ture  

Development   expendi tures   in   1973  increased  by 1 5   p e r   c e n t   t o  M$1,265 mil- 

””-“””””” 

l i o n ;   t h e i r   g r o w t h  had  been l i m i t e d  b y   t h e   i n a b i l i t y  of c o n t r a c t o r s   t o   c o m p l e t e  
t h e i r  work on   schedule   because  of s u p p l y   s h o r t a g e s  and i n c r e a s e d   p r i c e s ,  and 
by a d m i n i s t r a t i v e   d i f f i c u l t i e s .  The r e v i s e d  estimate for   1974 (M$1,528 m i l l i o n )  
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rn 
i s  21 per cent abovc ac tua l   deve lopmen t   expend i tu re s   i n   1973 .  The  g r e a t e r   p a r t  
of these  expendi tures   has   been  budgeted  for   "direct"   development  by t h e   F e d e r a l  
Government; t h e  remainder  represents l e n d i n g   t o  State Governmen t s ,   s t a tu to ry  
a u t h o r i t i e s ,  rind p u b l i c   c o r p o r s t i o n s . l /  These l e n d i n g   o p e r a t i o n s  of t h e  Covern- 
menr aim a t  d e c e n t r a l i z i n g  the development e f for t .  I n  1973 e x p e n d i t u r e s  on 
economic   s e rv i ces   r ep resen ted  about two t h i r d s  of: to ta l   deve lopment   expendi -  
tures (Appendix  Table VII); t h e  g r e a t e s t   p a r t  of t h i s  amount  went t o   a g r i c u l t u r e  
and ru ra l  development and t o  commerce and communication  (each  about a q u a r t e r  
of t o t a l   d e v e l o p m e u t   e x p e n d i t u r e s ) .   S o c i a l   s e r v i c e s   a c c o u n t   f o r   a b o u t  20 p e r  
cent of t h e  t o t a l ,  half  of which is taken   up  by e x p e n d i t u r e s  on e d u c a t i o n .  

4.  F i s c a l   p o s i t i o n  of t h e  State  Governments 

J 

The conso l ida t ed   budge ta ry   pos i t i on  of t h e  13 S ta te   Governments   has  deteri- 
o ra t ed   cons ide rab ly   i n   r ecen t   yea r s   (Append ix  VIII). O v e r a l l   d e f i c i t s   h a v e  
inc reased  from MS52 m i l l i o n   i n   1 9 7 0   t o  MS309 m i l l i o n   i n   1 9 7 3 ,   o r   f r o m  8 p e r  
c e n t  t o  26 per cen t  of t o t a l   e x p e n d i t u r e s .  The 1974 d e f i c i t  is e x p e c t e d   t o  
r each  NS631 m i l l i o n ,   e q u a l  t o  37 p e r  cent of t o t a l   e x p e n d i t u r e s .  

Total  e x p e n d i t u r e   r o s e  by 15 per c e n t   t o  M$1,187 m i l l i o n   i n   1 9 7 3 ,  w h i l e  
r e c e i p t s   i n c r e a s e d  by 20 p e r   c e n t   t o  M$878 m i l l i o n .  In 1974 t o t a l   e x p e n d i t u r e  
i s  expected t o  be  46  per   cent   and  total   revenue 25 per   cen t   h igher   than   in   1973.  
Owing t o   h i g h e r   t i m b e r   p r i c e s  and product ion ,   revenue  from f o r e s t  taxes r o s e  
by 54 per c e n t  i n  1973 t o  M$264 m i l l i o n ,   a c c o u n t i n g   f o r   a b o u t  30 per   cen t  of  
t o t a l   r evenue   (Append ix   Tab le  1x1; i n   1 9 7 4 ,   f o r e s t   r e v e n u e s  are expec ted   t o  
d e c l i n e   t o  M$210 m i l l i o n .  Tax r ece ip t s   f rom  l and  and mines   rose  i n  1973 by 
4 4   p e r   c e n t ,  and a t  MS124 m i l l i o n ,   w e r e  about: 14 per cent of t o t a l   r e v e n u e ;  
t h e y   a r e   e x p e c t e d   t o   i n c r e a s e   f u r t h e r   b y   4 3  per cent   in   1974.   Nontax  revenue 
is ob ta ined  f rom  canmerc ia l   unde r t ak ings ,   s t a t e   p rope r ty  and misce l l aneous  
f e e s  and l i c e n s e s ;  i t  accoun ted   fo r  23 per  c e n t  of 1973  revenue.  The 1974 
budget   p rovides  f o r  a n   i n c r e a s e   i n   t h e   d u t y  on pe t ro leum  products   impor ted   in  
Sarawak,  which is  e x p e c t e d   t o   y i e l d   a n   a d d i t i o n a l  MS3.4 m i l l i o n .  

Federal Government   grants  to t h e   S t a t e s   a r e   e x p e c t e d  t o  increase   con-  
s i d e r a b l y   i n   1 9 7 4 ,   p r i n c i p a l l y   b e c a u s e   t h e y   i n c l u d e  a MS200 m i l l i o n  compen- 
s a t i o n  payment   to   the   Se langor   S ta te   Government   for  t h e  t r a n s f e r  of assets 
i n   t h e   n e w l y - e s t a b l i s h e d   F e d e r a l   T e r r i t o r y  o€ Kuala Lumpur. 

The r ise  i n   c u r r e n t   e x p e n d i t u r e   ( 1 2   p e r   c e n t  and  27 per c e n t   i n   1 9 7 3  
and 1 9 7 4 ,   r e s p e c t i v e l y )  is  a t t r i b u t a b l e   t o   i n c r e a s e d   p a y m e n t s   f o r  wages  and 
s a l a r i e s ,  owing t o  t h e   e x p a n s i o n   i n   t h e   S t a t e   G o v e r n m e n t ' s   a d m i n i s t r a t i v e  
m a c h i n e r y   a n d   h i g h e r   l o a n s   t o   s t a t u t o r y   a u t h o r i t i e s .  The f u n c t i o n a l   c l a s s i -  
f i c a t i o n  of c u r r e n t   e x p e n d i t u r e s  shows t h a t   g e n e r a l   a d m i n i s t r a t i o n   e x p e n d i -  
tures absorbed somewhat  more t h a n   h a l f  of t o t a l  cur ren t   revenues   in   1973  and  
a r e   e x p e c t e d   t o   a b s o r b  an e v e n   l a r g e r  share in  1974  (Appendix  Table X ) .  

I /  The m a j o r   l o a n   r e c i p i e n t s   i n   1 9 7 3  w&e t h e   S t a t e   G o v e r m ~ t s ( M S 1 2 1 m l l -  
v 

l i o n ) ,   t h e   F e d e r a l  Land  Development  Authority (M$103 m i l l i o n ) ,   t h e   U r b a n  
Development  Authority (M$41 m i l l i o n ) ,  t h e  Nat ional   Paddy  and  Rice  Authori ty  
(M$33 m i l l i o n )  + the  Malaysian  Rubber  Development  Corporation (MS14 m i l l i o n )  
and MABA, t he   Counc i l  of Trus t   fo r   Ind igenous   Peop le  (MS11 m i l l i o n ) .  

rr 
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Development   expendi tures   in  1973 r o s e  by about 20 per   cen t   ove r  1972 and 

are budge ted   t o   i nc rease   aga in  by 75 per c e n t   i n   1 9 7 4 ,   T h e s e   i n c r e a s e s  
b e n e f i t e d   p r a c t i c a l l y  a l l  c a t e g o r i e s  of expendi tures   (Appendix  Table  X I ) .  

Federal Government g r a n t s  and l o a n s   c o n t r i b u t e d   t o   t h o   f i n a n c i n g   o f  
about   81 per c e n t  of t h e  1973 d e f i c i t  and a re   expec ted   t o   cove r   abou t  5 7  p a r  
cen t  of t h e  1974 d e f i c i t ;   c h a n g e s   i n   t h e   S t a t e   G o v e r n m e n t s '  assets f i n a n c e   t h e  
remainder .  

5 .  F i n a n c i a l   p o s i t i o n  o f  t h e   p r i n c i p a l   p u b l i c   a u t h o r i t i e s  ""."""_"""-." " "- 
Current   revenue   and   cur ren t   expendi ture  of t h e   p r i n c i p a l   n o n f i n a n c i a l  

p u b l i c   e n t e r p r i s e s  and the four  major m u n i c i p a l i t i e s   r o s e  by about 1 2  pe r  cent 
in 1973 and are e x p e c t e d   t o   r i s e   a t   a b o u t   t h e  same rate  in   1974  (Appendix 
Table  X11). I n  1973. a c u r r e n t  s u r p l u s  was recorded  (MS207 m i l l i o n ) ,   e q u i v a -  
l e n t  t o  29 per cen t  of cur ren t   r evenue .  In  1974 t h e   c u r r e n t   s u r p l u s  i s  
expected t o  amount to M$231 m i l l i o n .  

Development   expendi ture   increased   in   1973 by 46  per c e n t  and is budgeted 
t o   r i s e  by more t h a n   o n e   t h i r d   i n  1974. A s  a r e s u l t ,   t h e   o v e r a l l   d e f i c i t  
i s  e s t i m a t e d   a t  MS68 m i l l i o n   i n  1973.  and a t  MS152 m i l l i o n   i n  1974;   these  
amounts   represent  9 pe r   cen t  and 16 per c e n t  of t o t a l   e x p e n d i t u r e ,   r e s p e c -  
t i v e l y .  Government g r a n t s  amounted t o  MS88 m i l l i o n   i n  1973 and t o  M$102 m i l -  
l i o n  i n  1974.  I n   t h e  l a t t e r  y e a r ,   n e t   f o r e i g n   b o r r o w i n g ,  a t  M$58 m i l l i o n ,  i s  
expec ted  to  b e   s u b s t a n t i - i l y   h i g h  .r t h a n   i n   1 9 7 3 .  Xn b o t h   y e a r s ,  the assets 
of p u b l i c   a u t h o r i t i e s  recorded an   increase .  

6 .  P u b l i c   d e b t  -" 
A t  the  end of 1973 ,   t he   Fede ra l   Governmen t ' s   t o t a l   ou t s t and ing   deb t  was 

M$8,180 m i l l i o n ,   o r  13 per   cen t   h igher   than   in   1972  (Appendix   Table  XIII); 
domest ic   debt   accounted   for   about  82 p e r   c e n t  of t h e   t o t a l .   D e s p i t e   a n  
i n c r e a s e   i n   t h e   a d m i n i s t r a t i v e   c e i l i n g   f o r   T r e a s u r y  Bi l l s  oustanding,   f rom 
M$1,000 m i l l i o n  t o  MS1,ZOO mil l io r l ,  t he  a c t u a l  amount  remained  unchanged 
a t  about MS1,OOO m i l l i o n ,  and t h e  n e t   i x r e a s e  of the  domescic   debt  was due 
s o l e l y   t o  t h e  i n c r e a s e  i n  government  bonds. As i n  1972, t h e   b u l k  of t h e  
i n c r e a s e   i n   d o m e s t i c   d e b t   i n   1 9 7 3   o c c u r r e d   i n   s e c u r i t i e s   w i t h  a m a t u r i t y  o f  
16-20 y e a r s ,  and   hence ,   the   average   matur i ty  of the   Governnen t ' s   domes t i c   deb t  
aga in   i nc reased .  A t  the end  of  1973,  the  Employees  Provident Fund he ld   abou t  
46 per  c e n t  of t h e   d a n e s t i c   d e b t ,  and the  commercial  banks  about 20 p e r   c e n t .  
The remainder  was sha red  by t h e   p u b l i c   s e c t o r  (11 per c e n t  1, t h e   P o s t   O f f i c e  
Savings Bank ( 6  p e r   c e n t ) .  and v a r i o u s   o t h e r   i n s t i t u t i o n s .  The  Treasury 
c o n t i n u e s   t o   b e n e f i t  f rom  ' ' cap t ive"   marke ts   for   p lac ing  i t s  s e c u r i t i e s  
which  enables it t o  keep t h e i r  y i e l d  b e l o w   m a r k e t   r a t e s ;   f o r   i n s t a n c e ,   t h e  
y i e l d  on  bonds  with a th ree -yea r   ma tu r i ty  was 6 . 5  p e r   c e n t   i n  December 1973, 
whi le  the in te res t  on d e p o s i t s   w i t h   o n e - y e a r   m a t u r i t y  was 8 p e r   c e n t .   I n  
1973 t h e   e x t e r n a l   d e b t   i n c r e a s e d   b y  5 per   cerd  and  reached M$1,468 m i l l i o n  
a t   t h e  end of t he   p l an .   On ly   one  new l o a n ,   e q u i v a l e n t   t o  MS45 m i l l i o n ,  was 
r a i s e d  i n  t h e  N e t h e r l a n d s   c a p i t a l   m a r k e t ;   t h e  m a t u r i t y  was 4-7 yea r s   and   t he  
coupon rare  was 6.75 p e r  cen t  per annum.  Repayments of market   loans  exceeded rr 
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t he  amount of t h i s  loan, and to t a l   marke t   bo r rowings   ou t s t and ing   dec l ined  
d u ~  i n g  1 9 7 3   t o  1.1$774 m i l l i o n .  Drawings 0 1 1  pro jec t   l oans  were lower  than 
o r i g i n a l l y   a n t i c i p a t e d ,  owing  mainly t o  de lays  i n  p ro j ec t   imp lemen ta l ion .  
Kepaywnts  were MS31 i n i l l i o n ,  and t h e   o u t s t a n d i n g  amount of project-  1oalls 
i nc reased  t o  M$694 m i l l i o n .  

IV. C r e d i t  and  Honetary  Developments 
" 

I .  honey and c r e d i t  
" 

The 10-year   per iod   to  1Y71 was c h a r a c t e r i z e d  by r e l a t i v e   p r i . c e   s t a b i l i t y  
and  moderate  monetary  growth:  consumer  prices had i n c r e a s e d ,  on the ave rage ,  
b y  1 per c e n t ,  and mone;r supp ly  by 4 per   cen t .   However ,   in   the   second  ha l f  
of 1972 a new t r e n d  became d i s c e r n i b l e ,  as monetary  expansion  and  pr ice   in-  
c r eases   began  to accelerate;  t h i s   u p t r e n d   g a i n e d  momentum i n   1 9 7 3 .  

Uuring  3973 bank c r e d i t   t o   t h e   p r i v a t e   s e c t o r  rose by 5 2  per c e n t   t o  
M$r(,Sd6 m i l l i o n   ( T a b l e   7 ) ;   i n  1972 i t  had inc reased  by 1 7  pel  cent  and i n  
1971 by 1 5  ?er c e n t .  The sha rp   g rowth   i n   bank   c r ed i t  i n  1 9 7 3   r e f l e c t e d   t h e  
u p s u r g e   i n   e c o n o m i c   a c t i v i t y ;   l a r g e   i n c r e a s e s  were r e c o r d e d   i n   c r e d i t   t o   t h e  
b u i l d i n g  and c o n s t r u c t i o n   i n d u s t r y   ( 1 1 7  Fer c e n t ) ,   t h e   m a n u f a c t u r i n g   s e c t o r  
(45  per c e n t ) ,  and p r o f e s s i o n a l  and p r i v a t e   i n d i v i d u a l s   ( 5 7   p e r   c e n t )  
(Appendix T a b l e  XIV). Net claims on  Government  recorded a much smaller r ise  
i n  1973  (MS129.0 m i l l i o n )   t h a n   i n  1972 (M$572.6 m i l l i o n ) , l /  - 

During  1973, money supp ly   i nc reased  by 38 per  cell t  t o  H$3,735  mi l l ron ,  
a n d  t o t a l   l i q u i d i t y  (money p l u s   q u a s i m o n e y )  b y  31   per   cen t   to  M$7,572.7 m i l -  
l i o n ;   t h i s  compares   with  an  increase  of  24 per   cen t   dur ing   1972.  The expan- 
s i o n   i n   1 9 7 3  was a s s o c i a t e d   p r i n c i p a l l y   w i t h   t h e   i n c r e a s e   i n  bank c r e d i t ,  
b u t  n e t   f o r e i g n   a s s e t s  of the   bank ing   sys t em  a l so   ro se  by M$317.6 m i l l i o n ;  
du r ing   1972   ne t   fo re ign  a s s e t s  had r i s e n  by  M$118.2 m i l l i o n .  However, there  
were c e r t a i n   s p e c i a l   f a c t o r s   t h a t   a f f e c t e d   t h e   g r o w t h   r a t e  of t o t a l   L i q u i d i t y  
i n  1973; a n d  the C e n t r a l   l a n k  has e s t i m a t e d   t h a t   i f   a d j u s t m e n t s  were made t o  
take account  of t h e s e   f a c t o r s ,   t h e   e f f e c t i v e   r a t e   c f   g r o w t h  wovld  be  reduced 
t o  between 20 p e r   c e n t  and 25  p e r   c e n t . 2 1  From t h e   l a t t e r   h a l f  of  1972, - 

1/  T h i s  amount d i f f e r s   g r e a t l y  from t h e   f i g u r e  shown i n   T a b l e  6 f o r   t h e  

2 /  The s p e c i a l   f a c t x s   i n c l u d e .  (a )  The t e r m i n a t i o n  of t h e   c u r r e n c y   i n t e r -  

" "" 

r e a s o n s   e x p l a i n e d   i n   f o o t n o t e  1,' or' Table  7 .  

c k i n g e a b i l i t y   w i t h   S i n g a p o r e   a n d   B r u n e i   i n  May 1973,  which l e d  t o   a n   i n c r e a s e  
i n   M a l a y s i a n   c u r r e n c y   t o   r e p l a c e   t h e   S i n g a p o r e  and   Brunei   cur renc ies   p re-  
v i o u s l y   c i r c u l a t i n g   i n   M a l a y s i a ;   t h i s   i n c r e a s e  was e q u i v a l e n t   t o  a 2 . 3  p e r  
c e n t  r i s e  i n   l i q u i i i t y .  ( b )  The t e r m i n a t i o n  of t h e   c u r r e n c y   i n t e r c h n n g e -  
a b i l i t y   a l s o   l e d   t o   i n c r e a s e s   i n   w o r k i n g   d e p o s i t   b a l a n c e s  d n o n r e s i d e n t s  
t o   f a c i l i t a t e   s e t t l e m e n t s ;  the  r e s u l t i n g   i n c r e a s e   i n  demand d e p o s i t s   i n  May 
and June were equal   to   about  1 p e r   c e n t   o f   l i q u i d i t y .   ( c )  The ex tens ion   o f  
t he   r equ i r emen t   t o  repa t r ia te  the   fore ign   exchange   proceeds  from ,?xports 
had an   expans iona ry   e f f ec t  on l i q u i d i t y .   ( d )  The a b n o r m a l l y   l a r g e   i n c r e a s e  
i n   d r a w i n g s  on u n u t i l i z e d   o v e r d r a f t s   i n   t h e  l a s t  week of December  1973  fol- 
lowing t h e  c r e d i t   r e s t r a i n t s  announced  on December 1 7 ,  1973, was r e f l e c t e d  
i n   a n   i n c r e a s e   i n   d e p o s i t s   e s t i m a t e d  a t  -re t h a n  1 per c e n t  of l i q u i d i t y .  

e 
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1 /  The chanres i n  Forcity assets of the hankinp w c t o r  and i n  claims On Rovrrnwnt have been adlustcd t o  takc account of two sprrlrl tranwLtlonh 
vhIch occurred i n  1977 ni*stly, there was a t m n c f r r  tn  thr po-+rq1 Plrl oc rccrfptq 1 v tllc Federal fovrmment nf tG184.8 d l l i o n  frmn thc 
dlstribueicn of a substantial pnrt of the foreiRn a w e t s  of tile Hoard of CommiwionPrH of rurrcncv, Yalaya and I l r i t i sh  Ror.wo Spcondly, the 
Covemlent transferred a conqldrrahle portion of l e e  accumulated forelpn asdetc to  the ccttral Bonk 83 par t  ot the continuing proceec of cellrralizing 
the country's external  reserves. ::B - 2 1  Kefcrs nnlv t o  Federal and State Covernmntfi M Y  q -  

C 
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Oretiit to the pr i v a t c  sector rosv b y  11$425. 5 m i  1 l i o n  ( 9  per  c e n t )  dur ing  
t h e  t i r s t  s i x  wnths ot- 1974  and  reached M $ 5 , 0 1 2  mil l ion  a t  rhr end o i  June;  
however comparcd w i t h  June  1973, t h e  i n c r c a s e  was 42  par c * c ? n t .  Net foreiptl 
a s s e t s  of. the   banking  system inc reased  by ~ $ 4 1 4 . 1   m i l l i o n ,   w h i l c  net c l a i m s  
on Government d e c l i n e d  by MSYO m i l l i o u   d u r i n g  the f i r s t  h a l f  o f  1'174. Total 
l i q l l i d i t y  rose by 7 per c e n t  and a t  the  clnd of June 1974 (i.i88,06:6 m i l l i o n )  
w:Is 2 3   p e r   c e n t   h i p h e r  than a y e a r   e a r l i e r ;  d u r i n g  t h e  12-1nonth period t o  
March 1974, to ta l  l i q u i d i t y  had increased  by 30 per cen t .  

2 .  Monetary p o l i c y  
C""" "_*" 

In  1Y71 and 1472,   monetary   po l icy  was d i r e c t e d   t o w a r d   c r e a t i n g   m o n e t a r y  
c o n d i t i o n s   t h a t  would induce a r r lv iva l  of e c o n o m i c   a c t i v i t y .  :Iowevc-.r by t h e  
e n d  o f  1972  and the  opening  months of 1973, thert? were c l e a r   i n d i c a t i o n s   t h a t  
economic a c t i v i t y  had picked  up,  and the C e n t r a l  Bank t ook   success ive  steps 
i n d i c a t i n g  a s h i f t  i n  i t s  p o l i c y   t o w a r d   r e s t r a i n t .  Thc i n t c r e s t   r a t e s  of 
commercial  banks  were r a i sed   i n   Apr i l   1973 ,   Augus t   1973 ,  and  December  1973 
( T a b l e  8 ) .  lhe minirnum l i q u i d i t y   r a t i o   t h a t   c o m m e r c i a l   b a n k s   a r e  r q u i r e d  
to  h o l d   a p a i n s t   d e p o s i t s ,   o t h e -   t h a n   s a v i n g s   d e p o s i t s ,  was increased  f rom 
2 0  per c e n t  t o  2 5  per c e n t ,   e f f e c t i v e  A U p U S t  16,   1973.  P u r t h t > r  measurcls 
were  announced  on  December 1 7 ,  1973;   they   inc luded:  ( a )  a n   i n c r e a s e  in t h e  
s t a t u t o r y  re,::!rves ma in ta ined   w i th   t he   Cen t ra l  Bank from 8 . 5  p e r  c e n t  t o  
10  per cent: of t o t a l  deposits t o  become e f f e c t i v e  on  January 1 6 ,  1974; 
( b )  an i n c r e a s e  i r  the s t a tu to ry  r e s e r v e s  of borrowing companies (consumer 
f inance  companies)   f rom 5 per c e n t  t o  7 p e r  c e n t   o f  t h e i r  t o t a l   d e p o s i t s ;  
and ( c )  a c e i l i n g  on t o t a l  hank c r e d i t   d u r i n g   t h e   f i r s t   q u a r t e r  of 1974 
e q u a l   t o  5 per c e n t  o f  c r e d i t   o u t s t a n d i n g   o n  December  31,  1973.  However, 
c r e d i t   f o r   p r o d u c t i v e   p u r p o s e s  was exempted   f rom  the   ce i l ing   a t  the end 
of  January  1974. A c e i l i n g  on t o t a l   c r e d i t  was reimposed  on A p r i l  23 ,  
1Y74, l i m i t i n g   c r e d i t   e x p a n s i o n   d u r i n g   t h e   f u l l   y e a r   1 9 7 4   t o  20 pe r   cen t  
of  t h e  December  31,  1973 l e v e l .   I n   J u l y ,   c e r t a i n   l o a n s ,   i n c l u d i n g  small 
loans   under   the  C r e d i t  Guarantee Scheme and loans to   government  i n s t  i t u -  
t ions   approved   by  t h e  Cent ra l   Bank,   were   exempted   f rom  the   ce i l ing ;  these 
exemptions  could  add  about  5 p e r c e n t a g e   p o i n t s   t o   t h e   t a r g e t e d   r a t e  of 
c r e d i t   e x p a n s i o n .  It was a l s o   s t i p u l a t e d   t h a t ,   w i t h i n  t h e  c e i l i n g ,   o n e  
q u a r t e r  of t h e   i n c r e a s e  would   be   a l loca ted  t o  l o a n s   t o   m a n u f a c t u r i n g  
i n d u s t r i e s .  

a 

A s  a r e s u l t  of s u c c e s s i v e   i n c r e a s e s  commencing 011 A p r i l  20, 1973,   the 
minimum l e n d i n g   r a t e  of banks was increased   by  2 1 / 2  p e r c e n t a g e   p o i n t s  t o  
10 per c e n t ,  and t h e  maximum i n t e r e s t   r a t e s  on. 3- t o  12-month d e p o s i t s  was 
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Date of Change Total change 
A m r  25 A p e  26, Aug. 1, Doc, 18, AQr.24 in 1973 
1973 1973 I973 1973 1974 and 1974 

1 month 3 

3 months 5 

6 montha st 

Hininuu rates on 
loans and advances 

Referential 
rate 7 

33 
!4 
5 3/4 

6 

st 

4 

8 

r) 
I 

0 

6 

st 
7 

8 

59 

4 
64 
7 

0 

9 

63 

1 314 

3 
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i t lcreascd trorn a 1:angc 01 5 pcr rent t o  5 3/4  per  cent t u  a range 01 h 1 /2  
pcr  cent: to Y p t ' r  c e n t .  Uut , dc.spitc thesc i n c r e a s e s ,   i n t r  ;\!st r a t e s  in 
Malaysia   crmtinuc t o  be lower than iu most ottrcw c o u n t r i e s  and, in view O S  
ttw p r ~ v a i l i n g  p ~ ' i c c  i u i l n t  i on ,  thcy are n e g a t i v e  in real tcxms. The c'mtral 
Bank tlaa b w n  sh i f t ing  ~ r a d u e l 1 . y  to a regime of marke t -de te rmined   i l r te ree t  
rate8 (Appet ld ix  l 'able  X V ) .  Un A p r i l  2 6 ,  1973 the c e i l i n g s  on i n t e r e s t   r a t e s  
for i i x c d  deposi , t : -   wi th  ;I n l n t u r i t y  of two y e a r s   o r  more held w i t h  commercial 
banks a n d  borrowing  collrpanies wen? l i f t e d ,  and on August 1 ,  1973 a l l   c e i l i n g s  
on i n t e r e s t  rates  paid by borrowinK  conpanics on f i x e d   d e p o s i t s  were  removed. 
Also t h e  t ap  system of i s su ing   ' l ' r cosury  Bi l ls  was rep laced  by weekly   t enders  
on August  15 ,   1973;   s ince  then rates  have  increased t.o 4.8 per cent   for   91-day  
and 5 . 8  per cent  for 364-day l r e a s u r y  Bills (Appendix  T a b l e  X V X ) .  I n t e r e s t  
rate6 on tioveromeul; bonds havc   a l so   increased  and reached 6 3 / 4  per  cent for 
3-year bonds and 8 per cent f o r  15-20 year   bonds.  

3 .  P "_."" Ca i t a 1  market 

The flow of new funds r a i s e d  by the p r i v a t e   s e c t o r   i n c r e a s e d  by only  13 per 
c e n t   i n  1Y73 ,  compared w i t h  38 per cen t  i n  1572 (Table  9 ) .  Stock market   p r ices  
reached a peak in t h e  f i r s t   h a l f  of February   1973,   bu t   dec l ined   sharp ly   there-  
a f t e r ,  mainly  because of measures t aken  i n  Malaysia and Singapore   to   curb  
e x c e s s i v e   s p c c u l a t i o n .   U e a r i s h   c o n d i t i o n s   p r e v a i l e d  i n  the Kuala Lumpur stock 
exchange,   as  was the case i n  most o t  t h e  world's leading  stock  exchanges  dur ' i t tr :  
the   second h a l f  of 1973 and i n  1914. An important  development i n  1973 was the 
es t ab l i shmen t  of a s e p a r a t e  stock exchange i n  Malays ia .  The Kuala Lumpur Stock 
Exchange  canmenced o p e r a t i o n s  on J u l y  2 ;  i t  l i s t e d  a l l  shares   which  were  formerly 
on the l ist  of the joint   Stock  Exchange of Malaysia and Singapore .  

Merchant banks have  ccnt inued t o  expand t h e i r   o p e r a t i o n s ,   e s p e c i a l l y  a s  
i n t e r m e d i a r i e s  in the money and c a p i t a l   m a r k e t s .  Two nev  banks  were  es tabl ished 
i n   t h e   t h i r d   q u a r L e r  of 1973 and a n o t h e r  two i n  A p r i l  1974, b r i n g i n g   t h e   t o t a l  
number t o  seven.  Merchant  banks commenced ope ra t ions   i n   Ma lays i a  in 1971;   they 
a r e ,   a s  a ru l e ,  j o i n t   v e n t u r e s  w i t h  f o r e i g n   f i n a n c i a l   i n s t i t u t i o n s .  In addi -  
t i o n  to  a c t i n g  as in te rmediar ies ,   they   provide   corpora te   f inanc ing ,   management  
s e r v i c e s  and f i n a n c i a l   i n v e s  t lnent  advice.  

Net funds   r a i sed  by the Federa l  Government: th rough  domest ic   loan   i s sues  
con t inued   t o  be an   impor tan t   source  of f i n a n c e   f o r  t h e  p u b l i c   s e c t o r ' s   d e v e l o p -  
ment program.  Such  funds  financed 70 per cen t  of t o t a l   deve lopmen t   expend i tu re ,  
compared w i t h  71 per cen t   i n   1972 .  A s  i n  t h e  pas t ,   the   banking   sys tem  took  u p  
nea r ly  one q u a r t e r  of the  increase  in   domest ic   government   debt  i n  1973 .   Soc ia l  
s e c u r i t y   i n s t i t u t i o n s  and insurance   companies   accounted   for  the bulk  of   the 
remainder ;  the Employees  Provident Fund s u b s c r i b e d   t o  43 per c e n t  of t h e   t o t a l  
loans issued, 



Table 9.  Malaysia:  Funds Raised i n  the C a p i t a l  Market, 1969-73 

(In m i l l i o n s   o f  Malavsian d o l l a r s )  

1969 1970 1071  1972  19& 

Funds   ra i sed  by p u b l i c   s e c t o r  2 1  

Federal  Government bonds gross i s s u e  
Leas Redemption 

Equals   Federal   Government  bonds, net issue 
P l u s  Increase i n   o u t s t a n d i n g  advance subscriptions 
Less Increase in Federa l   Government   ho ld ings  

Equals Net f u n d s   r a i s e d  by F e d e r a l  Government 

Net funds raised by p u b l i c  sector 

Funds r a i s e d   b y   p r i v a t e   s e c t o r  31 

Ordinary shares 
Public issues 
P r i v a t e   p l a c e m e n t s  
Rights  issues 
Inter-company  placements 

P r e f e r e n c e  shares, net i s s u e  
Deben tu res / loan  stocks, n e t  issue 

Net f u n d s   r a i s e d  by private s e c t o r  

T o t a l  

430.0 
-52 *6 

377.4  
2 . 9  

-39 2 

341.1 

341 1 - 

75.8 
30.6 

4 . 0  
41.2 
” 

” 

3- 

7 5 . 8  

416.9 

- 

395.0 
-6.5 

388.5 

-58.9 

329.6 

329.6 

” 

- 

7 4 . 8  
1 4 . 5  
1 4 . 7  
42 .6  

3.0 
1.5  
” 

” 
7 6 . 3  

4c5.9 

635 .O 
-87.7 

547.3  
22.6 

-50 7 

519.3 

519.3 

45.0 
6 . 5  
8 . 5  
30.0 
” 

” 

” 

- 45.0 

564.3  

1 ,045 .O 
-260.6 

784.4 
1.8 
” 

786 2 

786.2 - 

62  .n 
2 1  .o 

5.7 
28.2 
7.1 
” 

4 /  
“ 

- 62 .O 

848.2 

1,153.0 
-262.9 

910.1 
-23.6 
-1.0 

885.5 

885.5 

76.8 
23.3 

8 . 3  
37.2 

8.0 

7.0 

69.8 

355.3 

” 

- 

- 
Sources:  Bank Negara Malaysia a n d   M i n i s t r y  of Finance. 
- 1/ P r e l i m i n a r y   e s t i m a t e s .  
- 2 1  Fxclude Treasury b i l l s  and F e d e r a l  Government s e c u r i t i e s  issued ou t s lde   Ma lavs j a .  
3 1  The f u l l  value of c o r p o r a t e   s e c u r i t i e s  offered hv Maldvsian incorpora ted   companies  and b y   f o r e i g n  

4 /  Although there was a r i g h t s  issue Gf a c o n v e r t i b l e   u n s e c u r e d  loan s t o c k  of $9 m i l l i o n ,   t h e  amount r a i s e d  
i n c o r p o r a t e d  companies in which Malaysians were i n v i t e d  t o  p a r t i c i p a t e .  

was offset by t h e  redemption of 7 d e b e n t u r e  for the same amount. 

I 
w 
0 
I 
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V .  E x t e r n a l  Sector 

a .  Summary 

The 1973   ba l ance  of payments was c h a r a c t e r i z e d  by a s u b s t a n t i a l   i n c r e a s e  
i n   t h e   t r a d e   s u r p l u s   w h i c h  more t h a n   o f f s e t   t h e   h i g h e r   n e t   p a y m e n t s  on ser- 
v i c e s  and t r a n s f e r s ;  the c u r r e n t   a c c o u n t  showed a s u r p l u s  of SDK 1 1 7  m i l l i o n ,  
i n   c o n t r a s t  to a d e f i c i t  o f  SDK 257 m i l l i o n   i n   1 9 7 2   ( T a b l e  10 and  Appendix 
T a b l e  X V I I l ) .  The irnprcweIncnt i n  t h e  trade b a l a n c e  was due t o   h i g h e r  prices 
f o r  the major export commodities and t o   an   expans ion  i n  t he   expor t   vo lume ,  
E x p o r t s   r o s e   b y  59  per c e n t  t o  SDK 2 , 4 9 3  m i l l i o n ,   w h e r e a s  i n  both  1972  and 
in   1971   t hey  tiad d e c l i n e d  by approx ima te ly  3 p e r   c e n t ,   I m p o r t s   i n c r e a s e d  
by 30 p e r  cent: to SI)R 1 , 9 1 7   m i l l i o n .   T h e   s u r p l u s   o n   c a p i t a l   a c c o u n t  
dec l ined   f rom SDR 247 million in   1972  t o  SDR 1 4 0   m i l l i o n  i n  1973.  The 
i n f l o w  of nonmone ta ry   cap i t a l  (SDK 1 4 6   m i l l i o n )  was SDR 1 0 1   m i l l i o n  lower 
t h a n   i n   1 9 7 2 ,   b e c a u s e  of a d e c l i n e   i n   n e t   b o r r o w i n g s  by the  Government  and 
o f f i c i a l   e n t i t i e s .   T h e   b a l a n c e  of p a y m e n t s   r e g i s t e r e d   a n   o v e r a l l   s u r p l u s ,  
as measured by monetary  movements,  of SDK 98 m i l l i o n - - t h e   s i x t h   c o n s e c u -  
t i v e  b a l a n c e  of payments   surp lus .  

”- 

b .  Merchandise   expor t s  

Owing m a i n l y   t o  the expans ion  of e c o n o m i c   a c t i v i t y  i n  i n d u s t r i a l  

”- 

e c o u n t r i e s ,   M a l a y s i a n   e x p o r t s   ( e x p r e s s e d  i n  M a l a y s i a n   d o l l a r s )   r o s e  by 52 p e r  
c e n t   i n   1 9 7 3  to  M$7 ,313   mi l l i on ;   i n   1972   and   1971   expor t s   had   dec l ined  
by 3 per cent   (Appendix Table XVIII-A). The u n i t   v a l u e  of e x p o r t s  
i nc reased   by  2 8  p e r   c e n t ,   i n   c o n t r a s t   t o   d e c l i n e s  of 4 p e r   c e n t   i n   1 9 7 2  
and 8 per c e n t   i n   1 9 7 1 .  A t  t h e  same time, the  volume of e x p o r t s   i n c r e a s e d  
by 1 9   p e r   c e n t ,  a s u b s t a n t i a l   i m p r o v e m e n t   o v e r   t h e  1 p e r   c e n t   i n c r e a s e  i n  
1972 .   Expor t   ea rn ings   f rom  ag r i cu l tu ra l   commodi t i e s  were 73 per cent   and 
those  from  manufactured  goods 58 p e r   c e n t   h i g h e r   t h a n   i n   1 9 7 2 .   E x p o r t s  
t o  Western E u r o p e .  t h e   U n i t e d  S t a t e s ,  and  Japan  accounted f o r  5 2  p e r   c e n t  
of t o t a l   e x p o r t s   i n   1 9 7 3 ,  while e x p o r t s   t o   S i n g a p o r e ,   m a i n l y   f o r  re- 
expor t ing ,   accoun ted  for 10 per cent   (Appendix   Table  XXII). 

The  va lue  of r u b b e r   e x p o r t s   ( M $ 2 , 5 0 7   m i l l i o n )   i n   1 9 7 3  was a r e c o r d  
(Appendix ‘Table X I X m e  volume  was  20  per cent and t h e   u n i t   v a l u e  61  p e r  
cent  h i g h e r   t h a n   i n  1972. T h e   p r i c e  of RSSI rubbe r   on   t he   Ma lays i an  
Kubber   Exchange  rose  rapidly  and  reached a peak  of M$2.66 p e r   k i l o g r a m  
in Janua ry  1 9 7 4 ,  t h e   h i g h e s t   p r i c e   s i n c e   1 9 6 0 ;   t h i s   r e p r e s e n t e d  a s h a r p  
inc rease   f rom t h e  low of 6 $ 0 . 8 4   p e r   k i l o g r a m   r e g i s t e r e d   i n   S e p t e m b e r   1 9 7 2 ,  
t h e   l o w e s t   p r i c e   i n  23 y e a r s .  The  marked i n c r e a s e   i n   t h e  demand f o r  
r u b b e r   r e f l e c t e d   t h e   a c c e l e r a t i o n   i n   e c o n o m i c   a c t i v i t y   i n   t h e   m a j o r   i n d u s -  
t r i a l  c o u n t r i e s ,   s p e c u l a t i v e  o r  h e d g i n g   p u r c h a s e s   a r i s i n g   f r o m   u n c e r t a i n t i e s  
i n   t h e   i n t e r n a t i o n a l  money m a r k e t s ,   a n d   t h e   d o u b t f u l   p r o s p e c t s   f o r   s y n t h e t i c  
r u b b e r  as a resu l t  of t h e  o i l  c r i s i s ,  The   i nc rease   i n   wor ld   consumpt ion  
of n a t u r a l   r u b b e r   i n   1 9 7 3  i s  e s t i m a t e . ‘   t o   h a v e   b e e n   s l i g h t l y   l o w e r   t h a n  
the i n c r e a s e  i n  t o t a l  o u t p u t ,   b u t   t h e r e  was a n   a p p r e c i a b l e   a c c u m u l a t i o n  0 
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Table 10. Malaysia: Summary of Balance of Payments,  1970-74 

(In millions of SDRs) 

1974 
1970  1971  1972 1973 Projection 

Exports 

Imports 

Trade balance 

Net services and transfers 

Current  account 

Net nonmonetary  capital 

Errors and omissions 

Allocations of SDRs 

Total 

Monetary  movements (increase -) 

1,668 

1,352 

316 

-347 

-31 

97 

-47 

21 

40 

-40 

" 

- 

1,618 

1,386 

232 

-337 

-105 

212 

-67 

20 

60 

-60 

- 

- 

1,567 

1,474 

93 

-350 

-25 7 

247 

40 

20 

50 

-50 

- 

- 

2,493 

1,917 

576 

-459 

117 

146 

-165 

- 

- " 
98 

-98 

3,210 

2,805 

405 

-560 

-155 

86 

34 

- 

- " 
-34 

34 

Source: Central Bank of Malaysia 
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OT s t o c k s  in t i i t .  ctjnsurning c o u n t r i e s   i n   t h a t   y e a r .   M a l a y s i a ' s   s h a r e   i n  
t o t a l   w o r l d  p r o d u c t i o n  rose  f rom 4 3  per c e n t   i n  1972 t o   a b o u t  45 p e r  
cent   in   1973.   In   Augus t   1973.   the   jo in t   Malays ian-Singapore   rubber  
market was I:errnitlaCed, and  an  autonomous  rubber  exchange was e s t a b l i s h e d  
i n   d a l a y s i a  where p r i c e s   f o r   a l l   g r a d e s   o f   r u b b e r   a r e  qtic:.ed. I n  September 
1973,   the  Xalaysian  Rubber   Exchange and Licensing  Board was e s t a b l i s h e d ;  
i t s  p r i n c i p a l   f u n c t i o n  i s  t o   c o o r d i n a t e  a l l  a c t i v i t i e s  i n  t h e   m a r k e t i n g  
of r u b b e r   i n   o r d e r   t o   p r o m o t e   e f f i c i e n c y .  

Expor t s  of l o g s  and  sawn t i m b e r  showed a l a r g e   i n c r e a s e   i n  1973, 
making  t imber   Malaysia 's   second  most   important   export  item. E x p o r t s  of 
l o g s   r o s e  by 67 per cent t o  M$5)86 mil l ion ,  w h i l e   e x p o r t s  of sawn t i m b e r  
increased by 103  per c e n t   t o  lrS558 m i l l i o n .  Demand f o r   t i m b e r  was 
s t r o n g   o w i n g   t o   t h e  large e x p a n s i o n   i n   c o n s t r u c t i o n   a c t i v i t y   i n   J a p a n  
and o t h e r   i n d u s t r i a l   c o u n t r i e s .   T h e   e x p o r t   u n i t   v a l u e  of logs  and of 
sawn timber rose by 50 per cent   and  6 1  p e r   c e n t ,   r e s p e c t i v e l y ,   o v e r  1972. 
T h e   i n c r e a s e   i n   t h e   e x p o r t   v o l u m e  of l o g s  was a t t r i b u t a b l e  t o  h i g h e r  
exports  from  Sabah  which  accounted f o r  82 p e r   c e n t  of t h e   t o t a l ;   e x p o r t s  
of logs f rom  West   Malaysia   decl ined  because of the   ban   on   t he   expor t  of 
t en   popu la r   spec ie s   o f   l ogs .   Abou t  66 p e r   c e n t   o f   t o t a l  l o g  expor t s   went  
t o  Japan  and 13 p e r   c e n t  t o  Korea.  Of t h e   t o t a l   e x p o r t s  of sawn t i m b e r ,  

ales t o   t h e  EEC and  Singapore  accounted  for  42 per   cent   and 28 per cent ,  
r e s p e c t i v e l y ;   A u s t r a l i a  and  Japan were also i m p o r t a n t   b u y e r s .  

""- 

Poor   c rops   in  some m a j o r   p r o d u c i n g   c o u n t r i e s   r e s l r l t e d   i n  a t i g h t  
wor ld   supply  of e d i b l e   f a t s  and o i l s  i n  1973.   Malays ian   expor t s  of palm 
o i l   i n c r e a s e d  by 28 p e r   c e n t   t o  M$466 m i l l i o n   i n   1 9 7 3 ;   t h e  volume  and 
u n i t   p r i c e   i n c r e a s e d   b y   1 4 . 3   p e r   c e n t  and 12.3 per c e n t ,   r e s p e c t i v e l y ,  
compared  with  1972. The r a t e  o f   i n c r e a s e   i n   t h e   e x p o r t   u n i t   v a l u e  was 
s u b s t a n t i a l l y   l o w e r   t h a n   t h e   r a t e  of i n c r e a s e   i n   t h e  London p r i c e   o f  
palm o i l .  T h e   M a l a y s i a n   a u t h o r i t i e s   a t t r i b u t e d   t h i s   t o   t h e   l a r g e  volume 
o f   f o r w a r d   s a l e s   a n d   c e r t a i n   o t h e r   f a c t o r s   i n c l u d i n g   t h e   d e p r e c i a t i o n  
of the  pound s t e r l i n g   a g a i n s t   t h e   M a l a y s i a n   d o l l a r  and i n c r e a s e s   i n  
f r e i g h t  ra tes .  S i n c e   t h e r e  was a f u r t h e r   s u b s t a n t i a l   i n c r e a s e   i n   i n t e r -  
n a t i o n a l   p a l m   o i l   p r i c e s   d u r i n g   t h e  f i rs t  h a l f  of 1 9 7 4 ,   e x p o r t   e a r n i n g s  
from  palm o i l  a re  e x p e c t e d   t o   b e   c o n s i d e r a b l y   h i g h e r   t h i s   y e a r   t h a n   i n  
1973. 

_I 

- 

In 1973 ,   expor t s  of t i n  a n d   t i n - i n - c o n c e n t r a t e s ,  a t  M$897 m i l l i o n ,  
were 3 per   cent   lower   than  in   1972;   the  volume of expor t s   fe1 . l  by 9 p e r  
c e n t  to  80,200 t o n s ,   b u t   t h e   u n i t   v a l u e   r o s e   b y  7 p e r   c e n t   t o  M$11,178 a 
t o n .   T i n ,   w h i c h   t r a d i t i o n a l l y   h a d   b e e n   t h e   s e c o n d   l a r g e s t   e x p o r t ,   d r o p p e d  
t o   t h i r d   p o s i t i o n   b e h i n d   t i m b e r .   T i n   p r i c e s   w e r e  weak a t  t h e   b e g i n n i n g  
of t h e  year ,  (around MS630 p e r   p i c u l )   a n d   t h e   I n t e r n a t i o n a l   T i n   C s u n c i l  
( I T C )  imposed   expor t   cont ro ls   on   January  1 9 ,  1973.  and t h e   B u f f e r   S t o c k  
Manager  engaged i n  p r i c e   s u p p o r t   o p e r a t i o n s .   H o w e v e r ,   i n   m i d - y e a r   t i n  
p r i c e s   b e g a n   t o  r i s e  s t e e p l y ;   i n  December the   Penang  pr ice   averaged  M$853, 
c o n s i d e r a b l y   a b o v e   t h e   c e i l i n g  of t h e   I n t e r n a t i o n a l  T i n  Agreement   interven-  
t i o n   r a n g e   ( t h e n  MS760) .   La rge   s ca l e   s a l e s   f rom  the  ITC b u f f e r   s t o c k  were 
made i n  the   s econd   ha l f  of t he   yea r   and   expor t   con t ro l s   were   abandoned   i n  
September .   In  1574,  t h e   P e n a n g   p r i c e   r o s e   t o  a peak  average of M$1,303 
per p i c u l  i n  May, but d e c l i n e d   t h e r e a f t e r  t o  a v e r a g e  M$1,162 in September .  

- L""" 
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The va lue  of expor t s  of ""-." c r u d e   o i l  and o i l   p r o d u c t s   i n c r e a s e d   b y  
1 7  per cent t o  M$367  s i l l i o n   i n  1973, desp i t e  a 12   pe r   cen t   dec l ine  i n  
volume  which was due t o  a r e d u c t i o n  of r e -expor t s .   Ma lays i a   r a i sed  i t s  
e x p o r t   p r i c e  of c r u d e   o i l   ' i n   s t e p s   d u r i n g   1 9 7 3  and  again on January  1, 
1 9 7 4 ,   t o  US$10.80 p e r   b a r r e l .  The p r i c e  was increased   aga in   on   Apr i l  1,  
1974,   to  USS11.70 p e r   b a r r e l  and o n   J u l y  1, t o  USS12.60 p e r   b a r r e l .   A p a r t  
from imports  of c r u d e   o i l  f rom  Brunei   for   re -expor t ,   Malays ia   a l so   impor ts  
crude  from K u w a i t  a n d   S a u d i   A r a b i a   f o r   r e f i n i n g   t o  meet d a e s t i c  consump- 
t i o n ;  a l a r g e  part of Malays i a ' s  low su lphur   c rude  is expor ted .   Impor ts  
of c r u d e   o i l  and  products  amounted to M$354 m i l l i o n  i n  1973,   leaving an 
expor t   su rp lus  of MS13 m i l l i o n .  

Gross e x p o r t s  of manufactures   recorded a s u b s t a n t i a l   i n c r e a s e  
(56 per c e n t )   i n   1 9 7 3  and  reachex-M$1,212  mill ion,   or 1 2  per   cent   of  
t o t a l   expor t s   (Append ix   Tab le  X X ) .  Considerable   p rogress   has   been  made 
unde r   Ma lays i a ' s   po l i cy  of promoting  the  processing of l o c a l  raw mater- 
i a l s  and e s t a b l i s h i n g   e x p o r t - o r i e n t e d   i n d u s t r i e s .   E x p o r t s  of wood 
products ,   mainly  plywood,   rose by 60 per   cen t   over   1972,   expor t s  of tex-  
t i l e s ,  c l o t h i n g ,  and  footwear  by 40 p e r   c e n t ,  and e x p o r t s  of processed 
food, by 29 per   cen t .   Expor ts  of t h e  newly e s t a b l i s h e d   e l e c t r o n i c s   i n d u s -  
t r y  which were n e g l i g i b l e  i n  1972, amounted t o  M$92 m i l l i o n  i n  1973. Approxi- 
ma te ly   ha l f  of t he   expor t s  of manufactured  goods went t o  Japan, the   Uni ted  
Kingdan,  and t h e   U n i t e d   S t a t e s .  

c .   Merchandise   impor ts  

To ta l   impor t s   ro se  by 25   per   cen t  t o  M$5,625 m i l l i o n   i n   1 9 7 3 ,  compared 
with a 6 per c e n t   i n c r e a s e   i n   1 9 7 2 .  Most of t he   i nc rease   i n   1973  is  a t t r i -  
b u t a b l e   t o   h i g h e r   p r i c e s ;   t h e   u n i t   v a l u e  of imports rose by 16 p e r   c e n t ,  
while  volume  grew  by 7 p e r   c e n t .  

" 

A1 1 i m p o r t   c a t e g o r i e s   r e c o r d e d   l a r g e   i n c r e a s e s   o v e r  1972 as follows : 
consumption  goods, 28 per cent ;   inves tment   goods ,  28 per c e n t ;  and i n t e r -  
mediate  goods,   34  per  cent  (Appendix Table X X I )  . The l a t t e r   i n c r e a s e  
m a i n l y   r e f l e c t e d   s t r o n g  demand f o r  raw m a t e r i a l s  and  component p a r t s  by 
M a l a y s i a n   i n d u s t r i e s ,  and a l s o   t h e   b u i l d i n g   u p  of s tocks  by  manufac- 
turers i n  a n t i c i p a t i o n  of h i g h e r   p r i c e s  and p o s s i b l e   s h o r t a g e s .  Among 
impor ts  of inves tment   goods   the   sharpes t   increase  (60  p e r   c e n t )  was 
recorded  by  metal   products  ; to   ensure   adequate   suppl ies   for   these   p rod-  
u c t s ,   t h e   q u a n t i t a t i v e   r e s t r i c t i o n s  on imports  of s tee l  b a r s ,   p i g   i r o n ,  
and cer ta in  types  of i r o n   a n d   s t e e l  wires were l i f t e d   i n  August  1973.  In 
t h e  consumpt ion   goods   ca tegory ,   impor ts   o f   foods tuf fs ,   main ly   r ice  and 
d a i r y   p r o d u c t s ,   r e g i s t e r e d   t h e   h i g h e s t  ra te  of growth ( 3 4  p e r   c e n t ) .  

Ma lays i a ' s   impor t s  from  Japan  rose by 43   per   cen t  in 1973,  and  accounted 
f o r  23 per   cent  of t o t a l   i m p o r t s ,  compared  with 20 per   cen t   in   1972.   Impor ts  
from t h e  U n i t e d   S t a t e s   r o s e  by 65 p e r   c e n t ,  i f  the   purchase  of seven a i r -  
c r a f t  i s  exc luded   f rom  the   1972  impor t   f igure ;   wi thout   th i s   ad jus tment  
impor ts   f rom  the   Uni ted   S ta tes  rose by 24 per  c e n t .  As a r e s u l t  of l a r g e  
purchases  of r i c e  by t h e  Rice Authority,   imports  from  mainland  China  and 
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d .  Services  and t r a n s f e r s  

T h e  d e f i c i t  in the   se rv ices   account   increased  by 38 per cent t o  
SUHs 413 m i l l i o n  in  1973.  Investment income payments rose s u b s t a n t i a l l y  
owing to the expor t  boom which  increased  sales  and pro f i t s  of foreign- 
owqed companies i n  the rubber ,   t imber ,  palm o i l ,  and o t h c r   i n d u s t r i e s ,  
Also, payments for f r e i g h t  were much higher   because of t h e   s h a r p   r i s e  
i n  freight: rates and t he   l a rge r  volume of imports ;  the i nc rease   i n  such 
payments more than o f f s e t   t h e   i n c r e a s e  i n  f r e i g h t   r e c e i p t s  from t h e  
expans ion   in  chc i n t e r c a t i o n a l   o p e r a t i o n s  of the  Malaysian  nat ional   ship-  
p ing   l i ne .  Net t ransfers   abroad   recorded  a s m a l l   d e c l i n e   i n  1973 t o  
SURs 46 m i l l i o n .  

""."- 

e .  Nonmonctsry c a p i t a l  
""" 

The d e c l i n e   i n  net  nonmonetary c a p i t a l   i n f l o w s  from SDRs 247 m i l  l i o n  
i n  1972 t o  SDKs 146  mill ion  in  1973 was mainly  due t o  the   reduct ion  of  
of f ic ia l   bor rowing   abroad  i n  the form of p ro jec t  and market   loans;   net  
borrowing by t h e  Government and o f f i c i a l   e n t i t i e s   d e c l i n e d  from 
SDRs 163   mi l l i on   i n  1972 t o  SDRs 61 mi l l ion   in   1973.  Poor condi t ions  on 
t h e   i n t e r n a t i o n a l   c a p i t a l  markets, p a r t i c u l a r l y  on t h e  Euro-bond market ,  
i n h i b i t e d   t h e   r a i s i n g  of more  market  loans  during  1973; a lso the   ne t   in f low 
of commercial c r e d i t s  was cons iderably   reduced ,  owing t o  fewer imports of 
s h i p s  and a i r c r a f t  f o r  t he   na t iona l   sh ipp ing  and a i r l i n e  companies and 
higher  loan  repayments by these  companies. On the   o ther   hand ,   the   favor-  
able economic s i tua t ion   i n   Ma lays i a   encouraged   fo re ign   i nves to r s  t o  i nc rease  
the i r   d i rec t   inves tment ,   inc luding   re inves tments ;   ne t   p r iva te   long- te rm 
c a p i t a l  inflows rose  by SDRs 7 m i l l i o n   t o  S D R s  85 m i l l i o n   i n  1973. 

0 

f .  Ex te rna l   r e se rves  

G r o s s   o f f i c i a l   i n t e r n a t i o n a l   r e s e r v e s   i n c r e a s e d  by SDR 199 m i l l i o n  
t o  SDK 1 ,157   mi l l ion  at the  end of 1973  (Appendix Table XXIIT) equ iva len t  
t o   abou t   s even   mn ths  (60  per c e n t )  of r e t a i n e d   i m p o r t s ;   a t   t h e  end of 
1972  reserves were e q u i v a l e n t   t o  65 per  cent of imports i n  t h a t   y e a r .  
Gross   i n t e rna t iona l   r e se rves  of t he   Cen t ra l  Bank were S D R  1 ,112   mi l l i on  
and l i a b i l i t i e s  SDK 4 m i l l i o n  a t  t he  end of 1973, while  holdings of t h e  
Government and o t h e r   o f f i c i a l   e n t i t i e s  were SDKs 45   mi l l i on .  Net fo re ign  
assets of commercial  banks  declined by S D R  85 mil l ion   dur ing   1973 and 
amounted t o  minus S D R  7 5  m i l l i o n  a t  t h e  end of t h e   y e a r .  

2 .  Balance of payments f o r e c a s t   f o r  1974 - 
O f f i c i a l   b a l a n c e  of payments p r o j e c t i o n s   f o r  1974 show a r e v e r s a l  i n  

the  goods and serv ices   ba lance  from a su rp lus  of SDR 163 m i l l i o n   t o  a 
d e f i c i t  of SDR 95 mi l l ion .   Al though  expor t s   in   the  f i r s t  q u a r t e r  of 
1974 were 75 per cent   higher   than a year e a r l i e r ,   t h e   r a t e  of  growth i s  



- 36 - 

e x p e c t e d   t o   d e c e l e r a t e   s u b s t a n t i a l l y ,   e s p e c i a l l y   i n  the second  hs lF ,  
as a result of t h e  slowdown i n   e c o n o n i c   a c t i v i t y   i n  t h e  i n d u s t r i a l  coun- 
t r i e s ;   f o r   t h e   f u l l   y e a r   1 9 7 4   e x p o r t s   a r e   e s t i m a t e d   a t  SDR 3 , 2 1 9   m i l l i o n ,  
or 2Y p e r   c e n t  higher t h a n  i n  1973.   S ince   the   beginning  of 1974,   rubber  
p r i ces   have   been   dec l in ing ,  and  on  September 13 t h e  p r i c e  on the  Malaysian 
Rubber  Exchange  (MS1.35 per kilogram) was  48 p e r  cen t   lower   than   the   January  
1974  peak  average  price,  and 19 per cent  lower  than  the  September  1973 
a v e r a g e   p r i c e .   T h e   p r i c e s  of c e r t a i n   o t h e r  me.lor commodi t i e s ,   e .g . ,  t i m -  
be r  and t i n ,  have   a l so   r eco rded   dec l ines  i n  recent   months.   Imports  are 
pro jec ted   to   expand by 4 6   p e r   c e n t   t o  SDR 2 , 8 0 5   m i l l i o n   i n   1 9 7 4 ;   t h e  
s u b s t a n t i a l l y   h i g h e r   r a t e  of increase  compared  with  that   in   1973 i s  
a t t r i b u t a b l e   m a i n l y   t o   t h e   e x p e c t e d  more rap id  rise in  import  prices. 
Net payments on s e r v i c e s   a r e   e x p e c t e d   t o   i n c r e a s e  by 21 per c e n t   t o  
SUK 5 0 0   m i l l i o n ,   o w i n g   p r i n c i p a l l y   t o   e s c a l a t i t q   f r e i g h t  ra tes  and t o  
larger  import   volume. Estimated n e t   t r a n s f e r   p a ) * m e n t s ,  a t  SDR 60 m i l -  
l ion ,   would   be  SDH 14 m i l l i o n   h i g h e r   t h a n   i n   1 9 7 3 .  

The n e t   i n f l o w  of nonmonetary   cap i ta l  is p r o j e c t e d  to  dec l ine   f rom 

in t end  t o  raise market loans   abroad ,  and repaymen’:s on government  loans 
and   commerc ia l   loans   cont rac ted   in   ear l ie r  years by t h e  n a t i o n a l   a i r l i n e  
and   sh ipp ing   l i ne  will be   h igher   than  i n  19?3.  Howzver,   errors  and 
omiss ions   a re   expec ted  to  s h i f t  from a d e b i t  of SDR 165 m i l l i o n   t o  a 
credi t  of SDR 34 m i l l i o n ,   p a r t l y  as a r e s u l t  of thc inf low  of   expor t  
proceeds whose r e p a t r i a t i o n  had lagged i r l  i973. Thus ,   t he   ba l ance  of 
payments i s  expec ted   to  show a d e f i c i t  of SrrR z4 m i l l i o n   i n   1 9 7 6 ,   i n  
c o n t r a s t  to  a s u r p l u s  of SDR 9 8   m i l l i o n   i n   1 9 7 3 .  

’SDH 1 4 6   m i l l i o n   i n   1 9 7 3   t o  SDK 86 m i l l i o n  i n  19711.. The  Government  does  not 

D u r i n g   t h e   f i r s t   f i v e   m o n t h s  of 1 9 7 4   g r o a s   o f f i c i a l   i n t e r n a t i o n a l  
r e s e r v e s   r o s e  by SDR 1 3 5   m i l l i o n   t o  SDR 1 , 2 9 2   m i l l i o n ,   r e f l e c t i n g   t h e  
f a v o r a b l e   e x p o r t   d e v e l q p m e n t s   d u r i n g   t h a t   p e r i d d ;   e x c h a n g e   l i a b i l i t i e s  
dec l ined   by  SDR 2 mi l l i on .   Dur ing   t he  same p e r i o d   n e t   f o r e i g n   a s s e t s  of 
commercial   banks  increased by SDR 34 m i l l i o n  t:, minus SDR 41 m i l l i o n .  
However, i n  t h e  remainder  of t h e  year t h e  Malays i an   au tho r i t i e s   expec t  
gross o f f i c i a l   i n t e r n a t i o n a l   r e s e r v e s   t o   d e c l i n e ,  and t h e i r   l e v e l  a t  the 
end of 1974 will n o t  be s u b s t a n t i a l l y   d i f f e r e n t   t h a n  a y e a r  ea r l ie r .  

3 .  Exchange ,nd t r a d e  system LI 

The par va lue  of t h e  Ma lays i an   do l l a r  has remained  unchanged a t  
0.290299 gram of f i n e   g o l d   s i n c e   J u l y  2 0 ,  1962.  However,  on  June  21,  1973 
t h e   M a l a y s i a n   a u t h o r i t e s   n o t i f i e d  t h e  Fund t h a t  as from t h a t  da te  they 
would n o t   i n t e r v e n e  i n  the   marke t   t o   buy  U.S. d o l l a r s  a t  t h e  lower  margin 
of  M$2.4805 per U.S. d o l l a r ,  and the Malays i an   do l l a r   wou ld  be allowed 
to  f loa t   upward .  The movements i n  t h e  M$/US$ ra te  and in   t he   t r ade -we igh ted  
e f f e c t i v e   e x c h a n g e   a r e  shown i n   C h a r t  i. Since   June   1973 t h e  Malaysian 
d o l l a r   h a s   a p p r e c i a t e d  b y  3.5 p e r  cent   v i s -a -v is   the  U . S .  d o l l a r ,  w h i l e  
t h e   e f f e c t i v e   e x c h a n g e   r a t e  \as a p p r e c i a t e d  by 8 . 2  per c e n t ;   s i n c e  May 
1971 ,   t he   e f f ec t ive   exchange  r a t e  h a s   a p p r e c i a t e d  by 16.8 per c e n t .  
- . - ”. ..._ 

17 For a d e t a i l e d   d e s c r i p t i o n  of t h e  exchange  system of Malaysia  see 
”” 

Twenty-Fifth  Annual Repor t  on  Exchange R e s t r i c t i o n s ,  - pp.  287-290. 
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Comidrtable progrcm hrr been ma& in l iberal iz ing  imports. On 
Anguet 16, 1973,  61  import iterne including texti les ,  e lectr ica l  goode, 
and domestic utenclilcl, were removed f r m  the  l i s t  of goods -abjec t  
t o  quotas;. I n  addition, import dutier on a large number of items, 
inc luding  text i leo ,   fert i l izere ,  and foodrtuffe werc reduced i n  order 
EO twderate price iacrcrsscl. 
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Table I. Malaysia: 1trduRtrial Origin of Cross Doawstic 
Product at Factor Cost, 1969-73 

(In mllllonH of Malaysian d o l l a s )  

Percentage 
Chanve 

1973 over 
1969 1970 1971 1972 197s’ 1972 

Agriculture 2,514 2,323 2 , 338 2,271 3,339 47 .0 

Forestry, hunting and 
fishing 760 

546 

1,213 

351 

802 

580 

1,354 

384 

84 0 

620 

1,467 

430 

7 85 

685 

1,687 

477 

1,254 59.7 

5 . 1  

25.4  

31.0 

Mining and quarrying 720 

Manufacturing 2, I16 

625 Construction 

E l e c t r i c i t y ,  water and 
sanitary services 14.3 @ 

14 .O 

240 

4,012 

254 

4,254 

2 70 

4,564 

300 

5,143 

34 3 

5,864 Other services 

Gross domestic product 
at  factor  cost 9,636 9,951 10,529 11,348 14 , 261 25.7 

Source: Department of S t a t i s t i c s ,  Malaysia. 

- 1/ Preliminary estimates. 



Table IL. Malaysia: Compo~itior~ of Grubs Capital Formntion, 1969-73 

(Tn m i l l i o n s  of Molavsian dol lars)  

Perrentapc f'llange 
1969 19 70 1971 1972 1973 1973 over 1972 

" "- 
Building and cons truc t ion  82 8 935 1,051 1,213 1,635 34.8 

Machinery and equipment 5 36 743 913 1,136  1,312 15.5 

Investment i n  perennial  crops 188 189 195 200 198 -1.0 

Change in inventories 12 181 138 150 200 33.3 

Land 

Total 

7 7 7 7 7 0 .0  - - - - - - 
1,571 2,055 2,304 2,706 3,352 23.9 

1 

\3 
W 

I 

~~~ ~ - 

Sources: Department of Statistics, Malaysia, and Bank Negara Malaysia. 

X 
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APPENDIX 
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Table LIL. Malaysia: Federal Government Domestic Debt 
Classified by Holder 1969-73 

(In m i l l i o n s  o f  Malaysian dollars) 

1969 19  70 1971  19 72 19 73 

Public r e c t o r  1/ 42 3 

Social   Security Znatitu- 1,911 
t ions 

Employees Provident Fund (1,802) 
0 t h e r  ( 109 1 

Financ ia l   In s t i t u t ions  1,333 
Central  Bank (173 1 
Post  Office Savings Bank (242) 
Conrmercial banks (918) 

O t h e r  2/ 

Total 

2 39 

3,906 

- 

511 

2,175 

3 53 

4,271 

- 

581 

2,513 

43 6 

64 7 

2,875 

6 30 

4,999 5,836 

707 

3,275 

6,712 

1/ Comprises  the  Federal and Sta te  Govermnents and public authorities. 
- 2 /  Insurance companies, borrowing companies,  discount houses,  nominee and 
- 

t r u s t e e  companies, coopera t ive   soc ie t ies ,  and unclass i f ied  holders. 
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Table Iv. Nfilaysia: kavenue of t he   Zede ra1  Government, 1970-74 

( I n   m i l l i o n s  of Malays ian   do l l a r s )  
0 .  

1970  1971  1972  1973  1974 
Revised 

estimates 

Taxes on i n c  
Income tax- 
P a y r o l l   t a x  
Other 

v e  

Taxes on weal th  
Estate duty  

69 1 

34 
657 
" 

11 

Taxes on production  and consumption 
Excises  
Tobacco 
Sugar 
Alcohol ic  beverages 
Petroleum  products  
Motor   vehic les  
Others  

Other   taxes  on product ion  and 
expendi ture  
Sales tax 
Bet t ing  and sweepstakes 
Road t r a n s p o r t  fees and licenses 
P e t r o l e u m   r o y a l t i e s  
Others  

Taxes on i n t e r n a t i o n a l   t r a d e  
Export   dut ies  

Rubber 
Tin 
Palm oil 
Others 

Impor t   du t i e s  

T o t a l  tax revenue 

Nontax  revenue 
Net income of C,overnment's 

commercial, under tak ings  
I n t e r e s t  receipts  
Net p r o f i t s  from currency 
Income from the F e d e r a l   T e r r i t o r y  

Others 
of Kuala Lumpur 

Total cu r ren t   r evenue  

Inc rease  over preceding year (per c e n t )  

247  
21  
,8 
37 

118 
35 
18 

- 

229 

36 
155 

38 

- 
" 

... 

259 
80 

130 
20 
29 

5 58 

1.995 

297 

50 
53 
62 

- 

- 

- 

" 

132 

2,292 

14.5 

- 

69 6 
689 

7 

- 
" 

12 - 
307 
21 
43 
34 

143 
40 
26 

- 

254 

4 1  
174 

6 
33 

- 
" 

231 
55 

126 

22 

581 

2,081 

337 

55 
61 
50 

- 

2 8  

- 

- 

" 

1 7 1  

2,418 

5.5 

- 

752 
741 

11 

- 
" 

36 

368 
23 
40 
37 

185 
51 
29 

- 

420 
115 

45 
1 9  3 

23 
44 

- 

232 
49 

127 
32 
24 

589 

2,397 

526 

- 

*_ 

63 
75 
50 

" 

338 

2,920 

20.7 

- 

846 
838 

8 

- 
" 

2 7  - 

4 07 
27 
25 
45 

193 
82 
35 

- 

563 
220 

44 
222 

25 
52 

- 

4 30 
233 
1 2 0  

43 
34 

7 45 

3,018 

4 00 

82 
65 
25 

- 

- 

- 

" 

228 

3,418 

17.1 

- 

1,109 
1,100 

9 

- 
" 

12 

411  
30 
5 

48  
165 
125 
38 

- 

667 
271 

43 
258 

45 
50 

7 

749 
38 5 
101  
100 
163 

860 

3.808 

41 7 

90 
66 
10 

15 
236 

4,225 

23.7 

- 

- 

- 

- 

Source: Data provided by t h e  Mlaysian a u t h o r i t i e s .  
1/ Includes t i n  m o f i t  tax and develnnrn~nt tau. 
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Table V, Malaysia: Func t iona l   C la s s i f i ca t ion  o f  Current  Expenditure of the 

Federal  Government, 1970-74 

( I n  m i l l i o n s  of  Malaysian d o l l a r s )  

1970  1971  1972  1973  1974 
Revised 

e s t ima tes  

Genera l   adminis t ra t ion  2 63 2 63 . - - "" - 
Economic s e r v i c e s  

Agr i cu l tu ra l  and r u r a l  development 
Commerce and  communication 
Trade, industry, and mining 
Other 

S o c i a l   s e r v i c e s  
Education 
P u b l i c   h e a l t h  
Othe r   ( l abor ,  housing, sports, 

social welfare  ) 

Debt service 

Pensions  and g r a t u i t i e s  

Secur i tS-1  
Defense 
I n t e r n a l   s e c u r i t y  

Uxlclassif i e d  
Grants and  loans to  State 

Contr ibut ion  to  s t a t u t o r y  funds- 21 
Subsc r ip t ions  t o  i n t e r n a t i o n a l  

Temporary s p e c i a l   r e l i e f  and  other  

Governments 

organiza t ions  

allowances 
To ta l  

Increase  over preceding  year  ( p e r  cen t )  

147 
48 
84  
1 2  

3 

65 1 
477 
155 

19 

2 38 

100 

5 66 
384 
I82 

2 1 7  

170 
39 

8 

- 

- 

- 
- 
- 

- 

" 

174 
55 

100 
16 
3 

7 78 
536 
2 09 

33 

2 78 

97 

732 
409 
32 3 

197 

153 
44 

- 

- 

- 
- 
- 

- 

" 

" 

2 182 

1 2 . 1  

2,519 

15.3 

.. - ?!4 
213 
68 

12 5 
16  

4 

1,089 
798 
234 

49 

324 

1 2  5 

895 
645 
250 

2 69 

169 
99 

1 

- 

- 
- 
- 

- 

- " 
3 189 

26.6 

324 
284 

175 
29 

- 
- 

ao 

" 

1,087 
7 72 
257 

58 

376 

125 

835 
583 
2 52 

229 

18 1 
22 

6 
2 G  

3,260 

2.2 

- 
- 
- 

- 

- 

3 72  
355 
138 
182 

35 

- 
- 

" 

1,236 
880 
2 94 

- 42 62 3 0 
1 2  7 - 
904 
62 9 
275 

- 

383 - 
12 5 

55 

3 
2 00 - 

3,800 

16.6 

Source: Data provided by the  Malaysian  authorities. 

1/ Inc ludes   de fense   expend i tu re   t ha t ,   p r io r  t o  1973,  used to  be c l a s s i f i e d  
as-direc t development  expenditure.  
- 2 /  Excludes c o n t r i b u t i o n   t o   S t a t e   R e s e r v e  Fund, 0 
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Table VI. Malaysia: Economic Classification of Current 
Expenditure of the Federal Government, 1970-74 

(In m i l l i o n s  of Malaysian d o l l a r s )  

1970 1971 1972 1973 1974 
Budget 
estimates 

Salaries and wages - 

Services and suppl ies  

684 813 l,Ol&’ 953 1,138 

403 431 483 747 740 

Grants and f ixed charges 983 1,068 1,410 1,400 1,516 

Other 

To tal- 2 1  

153 146 2 15  156 136 - - - 
2,222 2,458 3,126  3,256 3,530 

L/ Includes retroactive Balmy increameta. 
2/  Data do not agree with the t o t a l s  shown i n  Table I11 because certain defense 

exFenditures and debt  payments are not classified in a uniform vav. 
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Table VII. Malaysia:  Development  Expenditures of 
the  Federal  Government,  1972  and  1973 

(In  millions of Malaysian  dollars) 

~ ~~ 

1972  1973 
- - 
General  administration 24 32 

Economic  services  793 8 61 

Agriculture and rural development (305) (33 6 )  

Commerce and cmmunications (309) (329) 

Trade,  industry  and  mining (177)  (195) 

Forestry 

Social services 

Education 

Public  health 

Others 

Security 

External 

Internal 

Total  

Source: Data provided by the Malaysian  authorities. 
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Table VIII. Malaysia: Consolidated Budgetary Position of the 
State  Governments, 1970-74 

(In mill ions of Malaysian dol lars)  

1970 1971 1972  1973 1974 
Revised Estimates 

estimates 

Current  revenue 63 6 688 731 878 1,097 

of which: 
s t a tu to ry  grants 

Current expenditure 

Current surplus 

Development expenditure 

0 Overall deficit (-) 

(175) (166) (195) (182)  (398) 
443 505 64 7 724 919 

193 183 84 154 178 
- - - - - 

245 2 6 6  387 4 63 809 - - - 7 - 
-52 -83 - 303 -309 - 631 

Financing of d e f i c i t  

Federal Government grants 51 46 62 110  120 

Federal Government loans 36 39 78 141 242 

Changes in State Government's 
assets ( -  increase) -35 -2 163 58 2 69 

Source: Data provided by the Malaysian authorit ies .  



- 46 - 

Table IX. Malaysia: Consolidated Revenue Position of the 
State Governments, 1972-74 

(In  millions of Malaysian dollars) 

1972 1973 1974 

estimates 
Revised  Estimates 

Taxes revenue 330 49 3 48 3 

Export and import  taxes 25 40 39 

Excise duties 2 5 2 

Royalties and forest  duties 172 264 210 

- - - 

Land and mines 
Road transport, 

entertainment 

Other 

Nontax revenue 
Court fees 

licences and 
duty 

Commercial undertakings 
Water 
Railway 

Other 
Property i n c  m e  

Miscellaneous 

Grants 
Federal government- 

Foreign 

1/ 

Total 

86 124 177 

44 5 5  52 

1 

205 
” 

5 
202 - 

1 

218 - 
29 32 37 

” 

1,097 

Source: Data provided by the Malaysian authorities. 

1/  Statutory  grants and welfare grants. The 1974 amount includes the 
MC00 payment from the Federal Government to the Selangor State Government 
for the  transfer of assets in the newly established Federal Territory of 
Kuala Lumpur. 0 
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S M / 7 4 / 2 4 1  
Corrected: 11/7/74 
hP1'1:Nlt U 

Table X. Halayela:  Conrolidared Current Expenditures of t b e  
State Govertunents, 1972-74 

(In m i l l i o n s  of Mtllaysian dolli lrs) 

1972 1973 1974 

cucimatl?s 
Kevised Estimates 

General adminfstrarion 383 44 1 617 

Economic scrvices 179 183 213 

Social saxices (welfare) 9 10 11 

Public  debt (interest and principal) 38 - 4 2  1 40 

Total current expenditures 608 676 881 

~ ~- 

Source: Data provided by the Malaysian authorities. 
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Table SI, Malaysia: Development Expenditures of the 
State Governments, 1971-74 

(Tn millions o f  Ma1aysi.m dol.lars) 

1971-722/ 197a' 1974 
Average Revised Estimates 

estimates 
-~ ~ ~~~ ~~~ 

Agriculture 
Drainage and irrigation 
Pub1 ic works 
Veterinary 

Forestry 
Land  development 
Low cost housing 
Electricity  to rural areas 

Industrialization 
Others 
Water supply fund 

Total 

26 
31 

106 

3 
4 

33 
17 

3 
10 

80 
27 
340 
- 

37 

42 
153 

4 

7 
35 
19 

5 

24 
102 

44 

472 
- 

54 
47 

253 

12 
8 

70 
52 
14 
24 

240 
52 - 

816 

Source: Data provided by the Malaysian authorities, 

- 1/ For sane states the budget  estimates were used. 
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Tpblu XIT.  Malrysia:  Consolidated Budgetary Posit ion of 
the Principal  Public Authorities, 1972-741f 

(In mi l l ions  of Malaysian dol lars)  

1972 1973 1974 

cstimetes 
Revised Estimates 

Current account 

Revenue 63 6 709 799 

Expenditure 
Current surplus 

Development expenditure 

Overall d e € i c i t  

Financing 

445 502 5 68 
191 207 231 
188 275 381 

-3 -68 - 152 

- - - 

a Federal and s t a t e  government grants 3 12 7 
Federal and stare government loans 60 76 95 
Net foreign borrowing 8 7 58 
Change in assets ( increase -1 - 74 -2 7 -8 

Total financing -3  68 152 

Source: Data provided by the  Malaysian  authorities. 

1/ Excludes the Federal and S t a t e  Governments. 
I 
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Table XITI. Malaysia: Federal Covernmant Debt (!utstandiug, 1969-73 

1969 1970 1971 1972 197; 

Domestic debt 3,906 4,271 4,999 5,836 6,712 
Treasury bil ls  815 792 950 999 990 
Securitieb 3,091 3,479 4,049 4,837 5,722 
Initial miturity of less 

than 10 years (454 1 (509) (622) (630) (824) 
Initial maturity of more 

than 10 years (2,623) (2,956) (3,391) (4,170) (4,894) 
National defense bonds (10) (10) (10) (9 1 (a- 1 
Advance subscription (4 1 (4) (26) (28) (4) 

External debt 
Market loans 

748  746 1,090 I., 3 95 1,468 
( 4 8 6 )  (400) (649) (774) 

Total 4,656 - 5,017 6,089 7,231 8,180 
- - 

Source: Data provided by the Malaysian authorities. 
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Bgricultwe 
Of' which: 

Rubber 
PaJJn oil 

Foraatry 
Finaapplee 

51.5 
23-3 
17.1 

Total 1,9!%9 

-. - 32.2 

- M a l  

117.3 
64.3 
9 . 2  

158.6 

98.9 
65.1 
10.2 

803.5 

62.0 
15.1 
10.5 
72 .6 
56 a 7  
26.7 
32.1 

178.9 
69. 7 
91.8 

$21.1 

1,331.5 
1,185.7 

145.8 

889.8 

601.4 

5 2  ,O 
76.1 

4 , 8 6 7 . 1  

- 





. - 53 - APPENDIX 

Table Xvi. Halavsia: IntPrrst  Hates on Cnvernment S e c u r i t i e s  

A. Trensury B i l l  Rat1.s 

" - " - -" 

Date of Issue- 11 Orip,irlal !:atur!~y in nays 
" 

Ql l P ?  364 - -. ." " 

1970  April  0 s 1/n 5 1/4  5 112 

1971 !(arch 3 1  4 7 / R  5 5 114 
June 7 4 518 4 314 S 
Dcccmbcr 28 4 1 /4  4 112 4 314 

1972  January 11 4 4 114 4 510 
June 1 3 3 / 4  4 4 310 

1973  August 3.655 
September 3.721 3.036 4 . 5 3 3  
Octohcr 3 667 3 . Q 3 5  4.455 
Sovrmher 3.6Q3 3,975 4 . 4 3 9  
Decemher  3.7R'j 3.923 4.436 

1974  Janunrv 4.1111 4 . 3 8 3  4.495 
Fehruarv 3.971 4.504  4.525 
March 3.880 4 * ?5R 4.551 
A p r i l  4.1h3  5.050  5.514 

June 4 767 5.611 5.795 

" " 

b Y  4.730  5.536 5.596 

B. Federal Government S e r n r i t i p s  

Date of I s s u e  
" 

3 
O r i g i n a l   t l a t u r i t v   i n  Years 
5 1.0 12-15 15-20 

1970  Apri l  6 
June 15 
November 1 6  

1971 March 31 
Hay 17 
June 7 
October  16 
November 15 
December 28 

1972  January 11 
Harch  15 
June 7 
October 15 
Novemher 15 

1973 May 21 
SeptQmhm  24 
December 20 

" 

5 314 
S 314 

5 314 

5 314 
5 314 

" 

" 

" 

" 

5 314 

5 314 
5 314 

6 
6 114 
6 112 

" 

h 1 1 2  
6 1/2  

6 314 
7 
7 114 

" 

" 

" -.. 
" 

7 112 
7 114 
7 314 

1974  Apr i l   15  6 314 7 7 112 " 0 

Source: Bank Negara  Halavsln.  
1/ A t e n d e r  system f o r   t h e  issue of T r e a s u r y   b i l l s  was adopted   on   Au~uet  15, 1973. Rates 

~ ~~~ ~ ~- ~ ~~ ~ ~~ -~ 

t h e r e a f t e r   r e f e r  t o  t h e   a v e r a g e   y j e l d  o f  Trensurv n i l l s  f o r   t h e  month. The 91-day b i l l  is 
i s s u e d   w e e k l y ,   t h e  182-day b i l l  f o r t n i R h t l y  and tne 364-day b i l l  once every   four   weeks ,  
w h i l e   t h e  273-day b i l l  vas discont inued .  
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Table XVII. Halayaia: Commercial Bank Mpoelts by Type, 1966-73 

(Xn millions of Malaysian dollars) 

Demand Fixed Savinps 
* Per cent Per cent Per cent 

End of MS of total  MS of to ta l  MS of total Total- 1/ 

1966 

196 7 

1968 

1969 

1970 

1971 

1972 

197 3 

795 e 0  

791.8 

920 . 4 
991.4 

1.068.1 

1,077.6 

1,485.9 

2,030.3 

40.1 

35.3 

34.5 

32.7 

31.4 

28.0 

32.1 

33.3 

841.9 

1,011.8 

1,259.7 

1,488.0 

1,729.2 

2,095.1 

2,292.2 

2,980.9 

42.5 

45.1 

47.2 

49.0 

50.9 

54.5 

49.6 

48.9 

340.2 

434.0 

483.9 

550.2 

594 * 5 

665.1 

834.9 

1,066.5 

17.2 

19.3 

18.1 

18.1 

17.5 

17.3 

18.1 

17.5 

1,982.2 

2,244.2 

2,670.1 

3,035.7 

3,400.2 

3,843.5 

4,621.7 

6,098.5 

Source: Bank Negara Malaysia. 

I/ Includes  small amounts of other deposits. 
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Table XVIII. Malaysia;  Balance of Payments, 1969-74 

( In  milllons of SIRS)- 1/ 

1974 
1969  1970  1971  1972 1973 Projections 

A. Goods and s e r v i c e s  (net;) 
Merchandise  trade (E .o.b.) 

Exports 
I m p o r t s  2/ 

Trade balance 
Services (net) , 

B. Transfers   (ne t )  
P r i v a t e  
O f f i c i a l  

C. Nonmonetary caGi t a l  (net)  
Pr iva te   long  term capital 
Government 
O t h e r   o f f i c i a l   c a p i t a l  
S t a t u t o r y   a u t h o r i t i e s  

D. Errors and omissions 

E. Tota l  (A through D) 

F. Alloca t ion  of SDRs 

G .  Total (E p lus  F) 

H. Monetary movements ( inc rease  -) 
IMF General  Account 
Net fo re ign  assets of Federal 

and S t a t e  Governments and 
public a u t h o r i t i e s  

a u t h o r i t i e s  

c i a l  banks 

Net fore ign   reserves   o f  monetary 

Net fo re ign   r e se rves  of commer- 

Holdings of SDRs 

265 

1,636 
1,134 

502 
-237 

-59 
-6 8 
9 

12 5 
69 
48 

2 
6 

-1.59 

172 

" 

17 2 

-172 
-3 

30 

-159 

-40 
" 

28 

1,668 
1,352 
316 

-288 

-59 
-65 
6 

97 
99 
-1 
-3 
2 

-47 

19 

21 

40 

-40 
-15 

9 

-5 

-5 
-24 

" 
-51 

1,618 
1,386 

2 32 
-283 

- 54 
-61 
7 

212 
90 
112 
11 
-1 

-6 7 

40 

20 

60 

-60 
12 

3 

-78 

22 
-19 

-206 

1,567 
1,474 

93 
-299 

-51 
-57 
6 

247 
78 
95 
68 

6 

40 

30 

20 

50 

-50 - 
" 

102 

-127 

-5 
-20 

163 

2,493 
1,917 
576 
-413 

-46 
-64 
18 

146 
85 
24 
37 
" 

-165 

98 

" 

98 

-98 
-7 

10 

-191 

88 
2 

-95 
3,210 
2,805 

405 
-500 

-60 
-6 7 

7 

86 

" 

.. . .. . .. . .. . 
34 

-34 

" 

-34 

34 
" 

" 

" 

34 
" 

Source:  Department of S t a t i s t i c s ,   Ma lays i a .  

/ Valued a t  SDR 1 = M$3.06122 f o r  1969, 1970, 1971 and 1972, at an  average rate of 
1 = M$2.933 f o r  1973, and a t  an average rate of SDR 1 = MS2.9 f o r  1974. 

- 2 /  Includes  nonmonetary  gold. 
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Table  XVIII-A. Malaysia: Balance of Payments,  1969-74 

, (In m i l l i o n s  of Malaysian d o l l a r s )  

1974 
1969  1970  1971  1972  1973  Pro jec t ions  

A. Goods  and services ( n e t )  
Merchandise trade (f .o .  b. 

Exports 
Import r 

S e r v i c e s   ( n e t )  

1/ 

Trade   ba l ance  

812 - -154 - - 2 7 5  -630 4 77 

5.105 

966 
-882 

" 4 139 
4,955 4,796 7,313 

" L " .  5 625 
1,6813 

-1,211 

9,310 
8,135 
1,175 

-1,450 

5,007 
3,470 
1,537 
-725 

". 4 -  512 
284 

2.- 4 243 
712 

-866 -914 

-17 5 
-195 
~" 

B. T r a n s f e r s   ( n e t )  
P r i v a t e  
O f f i c i a l  

.- -180 
-209 

29 

" - -1 80 
-199 

1 9  

-164 
-188 

_. ." - 
24 

"- -135 
-187 

52 2 0  

C. Nonmonetary capi ta l  ( n e t )  
P r i v a t e   l o n g - t e r m   c a p i t a l  
Government 
O t h e r   o f f i c i a l   c a p i t a l  
S t a t u t o r y   a u t h o r i t i e s  

383 
212 
" 

648 
276 
344 
33 
-5 

" 
755 
240 
- 428 

2 50 
- 297 

30 2 
- 4  
-9 

8 

... " _  290 
208 

17 

69 
108 

1 

14 7 
6 

30 .. . 
-482 D. Errors and omissions -487 -144 -206 124 100 

92 288 -101 E. Total (A through D) 528 57 12 4 

F. A l l o c a t i o n  of SDRs 64 61 6 1  " " " 

- 101 G. T o t a l  (E p l u s  F) 528 12 1 185 152 288 

H. Monetary  movements (increase -) 
IMF General  Account 
Net f o r e i g n  assets of F e d e r a l  
and State  Governments  and 
p u b l i c  authorities 

a u t h o r i t i e s  

c i a l  banks 

Net foreign r e s e r v e s   o f   m o n e t a r y  

Net f o r e i g n  reserves of commer- 

Holdings  of  SDRs 

-288 
-22 

101 
" 

-152 
" 

-121 
-47 

-185 
36 

-528 
-8 

313 30 92 28  10 " 

-238 -389 -562 1 -486 -14 

-126 
" 

-16 
-72 

68 
-61 

-15 
-61  

259 
7 

100 
" 

~ ~~ ~ ~~~~ ~~ 

Source: Department of Statistics, Malaysia. 

- 11 Includes nonmonetary gold.  



1,324.1 
1,723.8 

58.1 

905.9 
eS.6 

10,58?.0 
9 4 . 1  

99.: 

10,477.0 

6,288.0 
642.7 

lw.o 

6.b31.7 
590.3 

*.@ 92.0 1?3.0 

960.8 
201.0 

2og.o 

A65.3 

24.0 
20.5 

339.7 
8.5 

25.0 

EO. 7 
h.7 
31.0 

0.1 
?.l 

Y . 0  

263.1 
393.8 

668.0 

564.3 
380.4 
674.0 

6C6.0 
36? . 6 
529.0 

1f.5 

NP.0 
167.0 

30.3 

1,828.0 
55.4 

25.9 
59.1 

2,282.0 

77.4 
61 .o 

2,230.0 

? . 3  
14.0 

3.716.0 

42.6 47.5 
k . 5  

8% .O 

26.3 
16 .G 

617.0 

20.4 
31.0 

1,051.0 an. o 
37.1 

64.3 
44.6  
694 .O 

6a.2 
43.4 

698.0 

59.8 
38.5 

728.9 

u.4 
10.9 
691.4 

4,743.3 
2 a . 7  

7,807.1 
389.7 

855.3 
166.3 

1,538.7' 
106.3 

4,238.6 

771.4 

5,016.0 

1,357.8 
93.1 

3893 .5  

960.5 

4,854.0 

169.7 
41.8 

2,157.9 

494.9 

2,652.8 9 Total exports 



Table YX- Malaysia: Gross Exports of Manufactured and Processed Products, 1969-73 

(In millions of Malaysian  dollar^) 

82.1 
444.5) 

( 4 . 6 )  
( 3 3 . 0 )  
17.6 
34.7 
( 9 . 4 )  

(12.3) 
(13.0) 
63. 9 
( 5 . 0 )  

( 3 3 . 7 )  
(6 .3 )  
(5.1) 
(11.8) 
(2 - 0) 
14.7 
40.4 

1 1 1 . 3  
1 5 . 1  
12.7 
8.1 

84.5 
3 9 . 9  

585 .O 

- 

92.3 
( 4 3 . 7 )  
(4.2) 

( 4 4 . 4 )  
20.4  
3 9 . 7  
( 9 . 2 )  

(16.3)  
( 1 4 . 2 )  
89.7 
(7 - 2 )  

( 4 6 . 3 )  
(15.1) 
(b.9) 

(i1.3) 
(2 .9)  
16.7 
36.7 
162.2 
20.1 
12.1 
10.7 
90.1 
41.4 

632.1 

85.0 
(40.7) 
(3.1) 

(41.2)  
2 2 . 4  
56.7 
(17.3) 
(18.2) 
(21  * 2) 
1 1 7 . 1  
( 1 3 . 3 )  
(58.5) 
(15.3) 
(11.3) 
(15 .O)  
(3.7) 
18 .a 
39.0 
113.1 
16.2 
8.7 
12.2 
86 .O 
37.7 

612.9 

99.7 
(46.7) 

( 2 . 2 )  
(50.8) 
27.0 
90.0 

(25 - 8) 
( 2 9  I9) 
( 3 4  * 3 )  
168 2 
(13.5) 
( 8 5 . 8 )  
(26.2) 
( 2 1 . 4 )  
(16.4) 

( 4 , 9 )  
20.7 
4 6 . 8  
95.9 
14.6 
15.3 
12.4 
92.8 
35.8 

719.2 



L fern 1969 1970 1971  1972  1973 

Consumption goods 1,225 1,174 1,198 1,539 1,172 

48 7 
70 
134 
48 1 

496 
73 
134 
522 

4.3 7 
76 

126 , 
535 

44 3 
82 
139 
534 

593 
101 
183 
662 

Food 
Beverages and tobacco 
Consumer durables 
Other 

Investment goods 724 - 1,972 1,546 1,249 1,131 

290 
63 
200 
171 

451 
157 
285 
238 

524 
119 
283 
323 

546 
347 
311 
342 

648 
287 
499 
538 

Machinery 
Transport equipment- 
Kctal products 
Other 

11 

Intermediate goods 1,718 2,303 1,353 1,601 

918 
88 
158 
215 
222 

1,565 - 

0 For manufacturing 1,061 
120 
165 
103 
269 

1,512 
152 
193 
119 
32 7 

72 2 
74 
144 
228 
185 

979 
79 

151 
115 
241 

For constructio'l 
For agriculture 
Crude petroleum 
Other 

360 - 433 
c_- 

220 - 239 
" 

Imports for  re-export 3 40 - 
Tin ore 
Crude n a t u r a l  r ber 
Crude petroleum- Y! 

12 7 
74 
139 

153 
43 
164 

1 0 2  
29 

302 

117 
27 
76 

104 
62 
73 

Miscellaneous 13 13 16 23 " 

Total 3,605 4,340 4 * 434 4,695 6,053 

Source: Bank Negara Malaysia. 

- 1/ Includes  aircraft and ships.  
2/ Imports of crude petroleum from Brunei for re-export. 





Table JLXIII. lialayeia: External  Reserves, 1 9 7 0 - h y   1 9 7 4  

(In m i l l i o n s  of SURs) 

- Hd&' 
End of period 19 70 1971  1972 197 3 1974 

A. Central Bank (net.) 659 - 746 - 903 - 
904 

58 
39 

74 3 
63 

Foreign assets 
Go Id 
Reserve posit ion  in  the Fund 
Foreign  exchange 
Special drawing rigl.ts 

Foreign exchange liabilities- 7 /  

664 

51 
542 
23 

48 
754 
58 
39 
613 
44 

1,112 
58 
47 

947 
61 

1,247 
58 
47 

1,082 
61 

-5 -8 -1 -4 -2 

B. Other off ic ia l   holdings  160 - 156 - 5 4  - 45 45 

Federal  Government 
State  Governments and official agencies 

12 1 
39 - 12 7 

29 - 
32 
22 

957 

- 
29 
16 - 

29 
16 - 

1,153 

-7 5 

1,290 C. Total n e t   o f f i c i a l  reserves (A + B) 819 902 

1). Commercial banks (net) -4 1 27 r 
3 10 

Forelgn a s s e t s  
Foreign  exchange l labi l i t ies  

12 1 
-94 - 

151 
-141 
I__ 

96 7 

222 
-263 

I, 249 

195 
-270 

1,078 

118 
-113 - 

E. Total net external reserves (C + D) 846 90 7 

% 
Sources: Bank Negara Malaysia, and E. 
11 According to  preliminary data for J u l y  31, 1974, Central  Rant pross reserves amounted t o  ii 
2 1  Comprise mainly ha'ances h e l d  for the  Fionetary Authorxty of Singapore, vostro accounts and the operating 

SDR 1,256  mill ion. 

accountq of internat ional   f inanci~ '   organizat ions .  

H 
X 

- 





.. . 

c 
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1.11 T i n  p r o f i t s   t a n   ( s u p p l e -  A n u p p l e u n t a r y  Inccou t a x  1wl.d  on total 

- . -Wac Act, 196?), a t i o n s  l n  U 4 h y a l a .  tntendod as a n  exceam . .  . .. 
mrntary lncae T ~ R  bnd- taxahlc  incmc derived fros t i n  mlnlng  oper- 

p r o f l t s   t a x .   A p p l l a s   o n l y   u h r n   c l n  profits 
mxceed 510.000 and t h e   p r l c e   o f   t l n   o r e   c o l d  
rrcecds 5100 pee   p tcu l  < I 1 3  ; I 3  lba.). 

1.2 Tax on I n d i v l d u a l a   ( t n c u u  
Tax Act. 1967). 

A t a x .  In l i e u  of  the  Incmm tax, Iav led   an-  
nua l ly  on the   chargeable   lneme  dar lved   by  any 
cmpany  cng.g@d In r e A r c h l w   f o r ,  4nd obtmin- 
(bg, i n  t4alaysla. nlmral ol:, r r l a t e d  Itydro- 
carbons .   na tura l   gas  4nd c a s i ? g h r d   p e t r o l e m  
spir i t ,  by d r i l l i ng .   min lng .   e t c . .  a11 111ci- 
den ta l   op t r a t lons .  4nd t h e   t r a n s p o r t a t t o n  
n i t h l n  Wlaynlr and ralr of there praductm. 
but not refining or dca l lngs  w i t h  r e f lned  
products. The tax is l w l a d  on t h e  basis of 

Thla tax r e p l a c e s  th. n o r m a l  Lncmm tax. 
the preceedlng  account lng or ca lendar   year .  

A supplementary  lncrmr t4x l ev ied   annual ly  
on taxmblc incme lncludlng a11 p r m i m s ,  
r e n t s ,  and t r i b u t e s   r e c e i v a b l e  as a r c s u l t  
o f   t h e   e n t r a c t l n g  of timber frrn a f o r e s t  i n  
Ualaynla os the grcntinp or asulgrmcnt of 
any rlXht#. p r l v l l e d g e r .   e t c . ,   f o r   t h e  extrac 
t lon  of  such  t imber,   but  not  the  proresslny, 
rawlng, milllng, o r   m n u f a c t u r l n y   o f   t h e  
timber. A par tns rah lp  is asaessab la  as an 
lndlvldual  4nd a11 par tne r s  ara J o i n t l y  and 
wparatdy l i a b l e  t o  tax- 

An l nd lv ldua l  i s  t axab le  on tho  same sourcoa 
o! lncamc ns a cmpsny  at wll  a s  on &vine or 
p r o f l t r  f rm any profeus lon .   vnca t lon .   o r  
Rnployment, pQn6lonu, or a n n u l r l r s .  and the 
net  value  of  land and irnprnvenentr  used as 
m e r .  or occupied  rent   f ree .  Howevcr,  cxsmp- 
t l on  i s  accorded t n  one  resldence  of  the 
ind iv idua l .  The  r e s idence   s t a tus  o f  an in -  
dlvidurl  Jerorr.ine.a  rialms fnr per sona l   r e l l c f  
and h e n e f l t s  01 graduated   ra tes .   n rnhcrv  of  
p r r t n e r s h l p s   a r e   a r t e s s e d   l n d l v l d u a l l y  (fie(. 
1 .1) .  Uividrndr when t axablc   In   the  share- 
h o l d e r s   h a n d s   a r e   g r o l ~ e d  by an   add l t lon   fo r  
tax a t  the rate a t  which tax  was deduc t ib l e  
a t  t h e   d a t u  of pryment, and tax c r e d l f  i s  

wlthhcld front the- d l v l d r n d n  by the d l r t r l b s t -  
given S r x  t h e  v l lhhe ld  t a x .  I f  no tax(.< wqrc 

lng c m p a ~ ~ y .  tlw dlvldrnd i s  Rrosaed-up ac l f  
wlrl~holdlnp. P a %  r rb rn  p l s c 4 ~ .  t h e   l n r m e  nt 
Ulndu J d n t  t.ml Item 1s a ~ w s s d  In thc -e 
of i t a  manager who I t  l i a b l e  fur payment. 

Expenaes and al lowances admisclhle for in- 
E -  tax ud a t t r l b u t a b k  t o  t i n  n in lng  op- 
aratlnns (without carry-forward of unused 

o f f  of Ionbes) .  and donat lons a1.J Rlftr to 
a l l w a n c e r  for c a p i t a l  oxpendlture or w t .  

approved inrtltutionm a r e   d s d u c t l b l o .  No 
drduc t tons  are allowed for personal r e l i e f .  

Deductions are gran ted   fo r  normal buslnesa 
erprnses.  An l n l t i a l   a l l w a n e s   f n r   c a p i t a l  
rxpend l tu rcn   on   exp lo ra t ion  l a  a l l o w d  a t  

D l n l n w   a ~ u . 1  a11wbllce of I per c e n t  I n  
betucen 10 per   ccn t  and 20 p r  c e n t .  A 

gran ted .   Cc r t a ln   a l lowances  and  charyep 
are aIso made for " q u a l l f y i n g   c s p l t a l   e x -  

machinery and plants.   Dcdrtctlonr may also  
pendl ture"  on i n d u s t r i a l   h u i l d i n g a  and 

be   c l a imed   fo r   t he   moun t  by which  admia- 
s i b l e   d e d u c t i o n s  from gross income 

E r n e  in thc   p r rv lou6  y s r ,  and a l s o  f o r  
f r m   p e t r o l e m   n p e r a t l n n s   e x c e e d   t h a t  l n -  

c h a r i t a b l e   R I f t f i   t o   a p p r o v e d   l n m t l t u t l o n r  
or  o r g m i z a t i o n u .  

Empentea and a I l o v a n c e s - - l n c l u a i v ~  of l i cense  
tee. pa ld  t o  the s t a t e   g o v e n m e n t s - - a t t r l b -  

wlthout any ca r ry - fo rva rd   o f  unused all~vanrrs 
utable t o  t1mbe.r operst lcms m y  be deducted,  

C h a r t t a b l e   d o n a r i m s  and g i f t s  are allowed In 
for c a p i t a l   e x p e n d i t u r e   o r   s e t - o f f   o f   l o * s e s .  

opc ra t iona  bcrrs t o  tota l  gross l n c m e .  A 
thP proport inn  that  g r m s  I n r m c  f r m  rlmlwr 

deduct ion   of  10 per   cen t   o f   g ross  inc~co~e frcm 
t lmbar  opmratlons 1s allowed. 

Wltcre i n d i v l d o a l s  a r c  engaged in, t r a d t .  hual-  
n e ~ b ,  p r a f a r s i o n ,  or v o c r t t o n ,   t h e  I ~ C  deduc- 
t l o n s  ar, for  ccmprnlea arc al laurd.   Persol la l  

ceding yemr of s r r e s m e n t  are a l l w c d .  (a) 
mIl~w.mces r e l c . u l r l ~ d  on thc h a s l s  of the   p re-  

Personal nllowancr--$2,000, ;h) wife  .Ilovnncc-- 
S I . 0 0 0  ( 1 1  I l v i n y  with husband). I C )  child rl- 

chlldr,'n--SjIJU each. T w r t I 8  and fifrh--C'UO 
l o w a n r c - - f i r n t   c h i l d  $ 7 5 0 ,  crcond nod t h l r d  

fmarlrrclm 5 2 . 3 5 0 ) .  A 10 per  ccnL v.trn<.d IIICWW 

r l l uv r l t ce  I b  prrn I  Iod w%Jr~r l  t u  a ~ s r i r n ~ ~  o f  

warned I n c m c  is IO per c e n t  of her I ~ ~ c r m e  up 
$ 1  ,flOfl. 1'1, alluvntlc e ol a nurricd vcnan' , 

to I maxmum of Sl.000, i f   h e r   l n u m c   e x c e e d %  
$5,000. I t   h e r  l ~ ~ c u n t e  1% 1.86 than $5.000 the  

10 per  cent. 
-The amounts of   the tax cannot  exceed  thr -mr - 
by which t M  t l n  p r o f i t  i s  rbow $10,000. 

. .  
. .. .. . . . . . ". . . . . 

Thr "armessablr tax" 1s 55 p e r   c e n t  of ttw  chnr$*,e. 
ab l e   i ncane .  Tho tax  chargeable  I r  "assesf i lble  . 
tax"  reduced by (a) roya l   t   i ec  on c r u d r  01 1 won In 
the  ) . d b l s  pcrlod and shown t o  have been roorltrned 
In Ualaysla  and r o y a l t i c s  on other  charpeahlc.   petru- 

t o  t h e  CovernaPnt In Ilru of  roya l t i e s .  tr) t a x e r ,  
le-. fh)  the t.mrket value of crude o i l  d o l i v r r r d  

o t h e r   t h a n  petrolem income tax,  p a i d   t o  the 
Covcrnment. and (d) r e l evan t  Import rnd export  
dutlca.   There i s  a l so  a m p p l c w n t a r y  chargeable 
tam i f  t h e   m o u n t  of t a n  an c a l c u l a t e d   n b w e  l?r 

n i l  exported. or d t s l l v ~ r r d  111 .  but vot rvr lned In 
l ess  t han   I t  w c u ~ l . l  he I S  thv s a l e  p r i c e  111 er.trlo 

? I l ! s v . , l i r ,  md  t lw . .arkel valtv. 8 1  r r w l v  < 8 1 1  -6- 

ported othc:wiw r11.m s a l e  were tskrn t u  hc the  
" t a n   r r f e r a n c e   p r i r s   r a t e s . "  the mutant o f   d l f -  
ference l u  char&d as supplementary tax. 

IO pFr c e n t  on t axab le  timber p r o f l t l  chnr 4 0  not I 

cent on t h a  balance ( i f  any) .  
exwcd  LO per   cent  n f  RroSs timber incole .  " 0  pur 

. . . . . . . 

1 
.m 
w 

S,OOI to 7 ,500  

10,001 to  15,000 
7,501 to  10,OOD 

?l*,t lUl  to 25.000 
2 ~ , 1 ) 0 1  l o  15.W0 

over  50,000 
15.'101 t o  50.000 

A 10 p ~ r  cent discount  or r eba te  1s 
the  f l r r t  $50.000 l n  Sauah and Sara, 

15,301 to 20.000 

V 
12 

20 
1 s  

23 
7 5  

f. 0 
30 

50 
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( A l l   m o u n t #  Ln Halryaian d o l l a r a )  

. . . . . . . . .  ........... 2. 

3. 

. . . . . .  
4 .  

Oat4 n o t   s v a i l a b h .  

?ayroll tama (other :han awlal 
smcur i tv   cont r ibu t lona) .  

yonc. 
Taxes on p r o w r t y  

4.1 Land npeculat lon Lax 
(1974 8udgdg.t Ppaoch) 

...... 

50 per coat I A tax levied on painn of r r a i d ~ 1 t 8  and non- 
r e s i d e n t s  4ccrulng I r a  the diapoaal of land 
and b u i l d t v  .icuated i n  Ualbyaia and h e l d  
for lea. * :  ..: 2 years. This tan wan intro- 
ducd to EL.'' risim r u l  4st.t. pricc.. 

Exemption im pr rn r rd  t o  prope r ty  u i  which 

The p r o f l t a  frm the  sale O E  pr inc ipa l  
th. d l s p o a a l   p r i c e  i n  1p.s that, $ 2 0 0 . 0 0 0 .  

r e s idence ,  and p r o f i t s  tr(P A sale of real 
ea ta t e   by   penu inc  housiq d a v s l q n r a  are 
orcapred.  

Estate duty i a  l e v l e d   a t   p r o g r e s a l v e   r a t e s .  
Intcrent i a  charged at rate0 ranging frm 3 
p e r   c a n t  to 12 per  c a n t  an  ovordue earare 

d r a t h  pay t h c  moun t   o f   t he  estate duty that 
d u t i e s .   C i f t s  made f i v e   y e a r s   f r a n   d a t e  of 

uould  have  been  due if .th. gift  u.0 iocludod 
i n  tho estate. 

P i r a t  $25,000. Rates vary from 5 per   cen t   on  e s t a t e s  ranging 
between $25,000 and $50.000 t o  M per c e n t  on 
f Y t ~ t * Y  exceeding $z.o0o.o0o. 

I 

n 

I 

5 .  Taxus on goods and newlceg 

5.1 IC i n  rn ad  valorem  single stage t ax   l ev i ed  
on importad goods paid  by the i n p o r t e r  at 
the time of  e u s t m s  clearace,  and  on 
danest ical ly   manufactured goods when t he  
goods are sold. m d  payable  monthly. Tax 

December 1972  the tax on c e r t a i n   l u x u r y  
is l ev i ed  on the  sale value of goods. In 

ltems, such aa e t h y l   a l c o h o l .   r p l r i t s ,  to- 
bacco, per€rrcs. jewelry. etc., w s  Incremsed. 

Hanufecturers  wi th  grow s a l e s  below $20,000 
are exempt.  Primary c m o d l t i e s ,   f o o d r t u f f s  
and b a s l c   n e c e s s t t i e s  are exempt. I n  b11 a 

exempted from nnleu  tax.   Covermont   saencieb 
and c e r t a i n  other r p e c i i i r d   o r g a n i z a t i o n s ,  
such a# c o o p e r a t i v e s ,   t r a d e   u n i o n s .   c t c . ,   d o  
n o t  pay t h e   t a x .  Caoda tradcd b c t w c n  East 
a d  11861 Hrlryale. and d l  eryortu a r e  exempted 
frm sales tax. 

t o t a l  Of 624 Out Of 1 I 124 grOllp# O f  item* OTf 

Nme. 

and on imports: 10 per c e n t  on cigarettec. 
5 p e r   c e n t  on sales of 8oodu a d  s e r v i c e s  

cigars, a l c o h o l i c  bavrra(yau, p r f w r ,  and 
1-1rY. 

Ccneral  sales canen 
T u  Act, 1972) 

Exc i se   du t i e s  are levied on c e r t a i n  l i g h t  
e lec t r i ca l   equ ipaen t   such  aa t e l ev la ionn ,  
refrigerators,  e lec t r i c   accumula to r s ,  smooth- 
I n g  irons, e l e c t r l c  rice cookers ,   tobscco 
and cigarettes.  b e c r ,   s t o u t ,  and s p i r l t o u s  
and m a l t   l i q u o r s ,  and motor   vchicles   nanufac-  
Cured in Halays i a .  Petroleum produc t s   o the r  
t han   ke rosew a d  d i e s e l  ate t a d .  

Uatcs for East ar.1 Urst Halaysia are the %me  ex-  
c e p t  for Ijquor. mrtchcs.  and petroleum products .  
For Went Nalayefa 6- of t hese  rates are: 

Cigarefts 
Ha1 t I iauors 
Pc t ro l  
Dlrsel fue l  
10 p e r   c e n t  on e l e c t r i c a l  equipment or a f t d  
Mount .  whichever is  hipher. 

< $1 p e r  pound 
$20 por gallol l  
$1.30 per  gallon 
$0 .20  per   ga l lon  

% 

i. 

5.2 S e l e c t i v e   e x c l 6 e s  

0 0 
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" 

5.5 Fotor vrh ic l a  taxas The annual  r0.d user t a x  on p a s s m g r r  cars yons. 
and t u l a l h i r e  cars, and the  monthly tax on 

and the   t ype   o f   fue l   u sod .  G o d s  w h i c l e r  
are t a r ed  on t he  basla of  m ~ x h l r m  prrias lb lc  
laden wl8hc and t h r   t ypv  0: fua l   u sed .  
Motorcycle* arc t a x d  a t  a f l r t  race per 

p.ld d u n  the cat i a  bouqht. 

P r l v a t c  pancengur ca r6  and t a x l r :  

~ ~~ atage buscs are based on engine   capac i ty  
12 c e n r r   p e r   c c .  Cur p t r o l  en(;!n,.a 

44 crntr prr C C .  fo r  dlOM1 aw1o.m 
( d n l n m  $40) 

(min imu  $160) 

~ ~ ~~~ 

Nororcyclca! 

user: . . . . . . . . . . . . . . . . .  .annmn. Ala" ~ a* va*org r.plnctarlon.ke ." - . -- - . . -  - .- - - - - -  . - - -  -. ........... 
$40 p.r annum 

J10-$15 f e r   p e t r o l   e n g i n e s  ) 
SBO-S?20 for d i e r e l  rngineps) p lus  A s e a t i n y  ea-  
p r c l t y  f a x  of $10 pcr reat p e r  month. 

Accord ing   to  naxlmun p r m l n r l b l e   l a d e n  weight 
and  type o f  fwl used;  +mounts  varytay b B c ~ s * t ~  
51.036 and 51.OOO par ann-. 

coods veh ic l e s :  

5.6 0- 

5 61 Entertainment t a x  

5.62  F i l m  h i r e   d u t y  

6.  Taxes on i n t e r n a t i o n a l   t r a d a  

6.1 Taxes on imports 

6.11 Cuatmar   du t les  

A t ax  on p u b l i r   e n c e r t a i m n i   v n r y i n l :   K i t h  

.dri.SlOQ. 
the  type of e n t e r t a i m e n t  and t h e   p r i c e  of 

Levlad an t he   p roduce r ' s   sha re  of filo ren- 
taln char@ t o  exhlbicorr. 

l lost ly  ad valorcn f a x e s  and s m c  s p e c i f i c  
 taw^ on a number of c e l t i e s .  

6.2 Taxes on e x k o ~ s  

6.21 Pubbfr  (Prime  Nlnister 's  
S m h ,  April 1974). 

An expor t   du ty  is  l ev i ed  on rubber  bared on 
the   ?aret tsd  pr ice  of rubber  per pound. I n  

cha rge  i o  levied when t h e   g a z e t t e d  p r i c e  ir 
. d d l t l o n   t o   t h e   c x p n r t   d u t y  an export  sur- 

above a c e n t s  per pound. 

R e c e i p t s   f r m  s r l e  and hlrc of accesso r i c s  
and   r ece lpc l  froll adva r t lE i rq  material.. 

nmIay61a ha0 signed  trade  agreements  witl t  
A u s t r a l i a  (1968) and Sew Zcaland (1961). 
These agrerments spec i fy  for part i cu lar  
producte. maximum r a t e n  of impor t   du t ies  
and preference margins. 
Various  cxemptlons  are a1 loved In .<cor- 
dance with t n d u s t r i a l   l n c e n t l v e c   P o l i c i e s  
(sea Investment   lncent lvec) .  

None. 

v.riour. 

15 per cen t .  

Ad valorma  rate frua 0 per  cent t o  79 9 e r  cmnt. 
S p e c i f i c   r a t e :  = . E . .  

Petrol SI . 4  per  gallon 

M i n e  between SI5 t o  $18 p e r  gnllnn.  
CigArCttefi $ 1 2 . 5  per  I b .  

A 4 p e r   c e n t  c,r 10 per c e n t   s u r c h a r g e  1s I w l d  
o(1 m08t  imported  producce. 

I 

5. 
Y 

Price pcr pound 
P p  t o  60 c e n t s  

Rate o f  tax 

60 t o  80 c e n t s  
4 p r r  ccnt 

80 t o  100 c e n t s  
0.10625P".77S+ 

over 100 c e n t s  
O.OP-25.750f 
0.25X2 + 3 . 3 1 5  X +14.25 

pound and X - p-100 ) 
(Where P is t h r  np?ropr iz tc   gaze t ted  price p e r  

A surcharge is  l ev i ed  when P lfi ahovc 60 ccnts 
Price  Rate of tnx 
60 t o  70 ccn tn  118 c e n r   t o  2 cents 
70 c e n t s   t o  $1.30 2-13 c e n t s  
Over $1 .30 10 por cenc 

" 

10 ) ? 3 
- 



NOW. 

0.25 etc. 

6 .26  Iron ore  

b.27 rlmber (Uudlet Speech, 
1976.) 

A tax l ev lad  on i r o n  ore sold for expor t .  
(Revenue rharcd b c w e a  state and central 
a o v e r w u t s . )  

Imposed on aau 1-a and sa- t h h r .  NOM. 

m. 

Tln Ores m d   c n n c c n t r e ? e r  
. .  
. . . . . . . . . .  . . . . . . . . . . .  

011 white llngrousd puppr  at marglnal rates v u y -  
l t l g  rrnm n i l  011 f l r r t  5 5 5 .  and 5 prr rent on 
next  $70 t o  1 5  per cent  on $175-$265 and 50 pet. 

On black.  ury(round. ground. an& N.E.S. pepper 
crnt on balance aver $ 2 6 5 .  

frm nil m f i r s t  $80 and 5 per ccnr on n c x ~  ST0 
t o  15 per  cent on S l 1 9 - $ 1 ~  and 50 per c e n t  YO 

tha balance oycr $184. 

5 p r  cent  h e n  price IC S I , W O  per ton or less. 
I f  price axceedm 51,000 per t on   du ty  is ealcu- 
laced  accordlng to thm f o l u l a  50 + 115 (p-lOoo) 
where P 11 p r i c e  per cm. 

Saw logs: 15 per ccn t  
S a m  t h k r  3 per ccnt 

. 



7. Other taxem 

7.2 S t u p  tsxaa S t n p  dutlem 8ra impoaad ad v a l o r m  on c c r -  
caln Ki t t en  d o c r u n t .  vbrylf%# accordlnl t o  
t he   na tu ra  of tln d o e r u n t r  and valuea tcftr- 
n d  t o .  Th. duties arm a n a l r u l  r w n t  when 

b t w m  corporation. for reasons of recon- 
t ranrfarm ot property or n c u r i t t a a  ara mad. 

atructica.  Stmp dut1.a al- attract . p f i f i c  
C.L**. 
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. 

~iod the Cen t ra l  Bank no t   r a i sed   t he   s t a tu to ry  cash r e s e r v e   r a t i o  from 
3 . 5  t o  5 . O  p e r   c e n t ,  t h e  m u l t i p l i e r   i n  December 1969  would have t aken   the  
value of  1.61   ins tead  of 1.55,  anJ  the money supply would havc been 3.9 per 
cen t  h i g h e r  (assuming  no  changes i n  the o the r   pa rame te r s ) .   S imi l a r ly  in 
December 1972. t h e  money s u p p l y  would have been 9.2  per cen t   l a rge r  had the 
s t a t u t o r y   c a s h   r e s e r v e   r a t i o   n o t  been raised t o  8.5 per  cent, and i n  June 
1974,   without   the  increase i n  s t a t u t o r y  reserve, t h e  money supply would 
have been 3 . 7  per cent   h igher .  

2. "" The l l g u i d i t y  mult ipl ier  
I"" - 

During  the  period 1965-72 t i l e   l i q u i d i t y   m u l t i p l i e r  showed similar b u t  
' more pronounced movements than t i l e  money multiplier (Table 2 ) .  Ir increased  

from 2 . 4 2  i n   1 9 6 5   t o   3 . 1 2   i n  1968. f luc tua ted  somewhat fo r   t h ree   yea r s ,  
and then  declined  to  2.79 a t  the end of 1973. The r a t i o  of currency  to  
p r i v a t e   s e c t o r   d e p o s i t s  w i t h  com:nercial  banks (C/D) decl ined  from 0 . 5 3  in 
1965 t u  0 . 2 9  i n  1972.  Such a dec l ine   r e f l ec t s   t he   gene ra l   deve lopmen t  of 
the economy a s  well as  the  growth of the   f i nanc ia l   s ec to r ;   be tween  1965 and 
1973 the number of bank o f f i c e s  grew by 33 per cent from 2 7 7  t o  369, Since 
1968 t h e   a f f e c t  on t he  multiplier of the d e c l i n e  i n  t h e  currency  to  deposit  
r a t i o  has  been o f f s e t  by the   i nc rease  i n  t h e   s t a t u t o r y  cash reserve r a t i o ,  
even though  banks  did show a tendency t o  r e d u c e   t h e i r  excess r e s e r v e s  ra t io .  

0 
The impact of t he   i nc rease  i n  s ta tu tory   cash   reserve   req l r i rements   in  

1 9 6 9 ,  1972,  and 1974 on t h e  l i q u i d i t y   m u l t i p l i e r  can again be approximately 
es t imated .  I n  1969 the l i q u i d i t y   m u l t i p l i e r  would have  taken  the  value of 
3.14 in s t ead  of 3.02, and l i q u i d i t y  would have  been 3 . 9  per cent   h igher  i n  
t h e  absence of t h e  change i n  t h e  s t a tu to ry   r e se rve   r equ i r emen t .  In  1972 
l i q u i d i t y  would have  been 8 . 8  per cent   h igher  had the   Cent ra l  Bank not 
increased  reserve  requirements  from 5.0 per cent   to  8 . 5  per c e n t ,  and i n  
June 1974 l i q u i d i t y  w w l d  have  been 3.5 per c e n t   h i g h e r   i f  reserve requi re -  
ments had remained  unchanged. 
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Solving the above model for the nonev multiplier gives 
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and for t h e  l ic lu idi tv  multipllcr 




