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Basic Data - 1/ 

Area: 
Populat ion ( 1980 : 
Average  annual   ra te  of growth of 

Per c a p i t a  GNP (1980):  
population  (1976-80):  

Se lec t ed   aggrega te s  as per c e n t  o f  GNP 21 

Gross domestic investment A/ 
Manufactur ing  product ion 
Narrow money 4 /  
Broad money 4T 
Federa l  Goveynment  revenue  and g r a n t s  
Federal  Government  expenditure  and 

Exports of goods and s e r v x e s  
Imports of goods and s e w l c e s  

ne t   l end ing  

Annual  percentage  changes of s e l e c t e d  
economic  rndlcators   2/  - 

Gross 1 , t  lonal   product   (1970 prices) 
Consumer pr lce   Index  
Federal  Government  revenue and g r a n t s  
Fede ra l  Government expend l tu re  and 

Narrow money 
Broad mney  
Merchandise   exports ,  f . 0 . b .  
Merchandlse  imports, f . 0 . b .  

ne t   l end ing  

127,581 square miles 
13.60 m i l  l i o n  

2 .7   pe r   cen t  
SDR 1,288 

1976 - 

22.6 
17.5 
19.4 
47.2 
22 .7  

30.0 
53.8 
43.0 

1977 - 

24.2 
18.0 
19.7 
47.8 
25.1 

32.8 
52.2 
43.5 

1978 - 

26.4 
19.1 
20.6 
50.1 
25.3 

32.1 
52 .9  
47.3 

1979 - 

26.4 
20.3 
19.9 
50.7 
24.4 

2 7 . 8  
60.5 
50.7 

1980 - 

30.8 
21.0 
19.8 
55.7 
28.8 

37.4 
61.9 
58.6 

10.8 7 . 1  7.0 9.2 8.2 
2.6 4.7 4.9  3.6 6 .7  

20.6 27.0 13.0 18.9 28.6 

17.3 25.7 9.4 6.6 46.7 
20.9 16.5 18.2 17.2 15.0 
27.7 16.4 17.9 24.1 26.7 
4 7 . 2  11.5 13.9 41.7 16.9 
14.8 14.9 21.4 30.4 33.9 

Money and c r e d l t  

Broad money 
Narrow money 
Quas r-money 

Net f o r e l g n  a s s e t s  
Net c r e d r t  t o  Government - 5 /  
C r e d i t  t o  p r l v a t e   s e c t o r  

12.8 14.9 17.5 21.7 27.5 
5.3 6 .1  7 . 2  8.5 9 .8  
7 . 5  8.7 10.3 13.3 17.8 
5.7 6.3 6 .7  9 .1  9.3 
1.1 1 . 2  1.0 -0.7 0.5 
7.5 9.0 11.6 14.6 20.2 

""P 



- vi - 
Malay6ia: Basic Data (Concluded) 

Federal Government budget - 6 /  

Revenue and gronte 
Expenditure and net  Lending 

O t  which:  capital expenditure 
F:nanclng rerrdirement 

External borrowing 
Domestic borrowing 

Of which: banking system 

Balance of payments - 7 /  

Trade balance 
Exports,  f , o , b .  
Imports, f . 0 . b .  

Current account balance  
Caplt  a1 movements ( n e t  
Errors and Ommlss1ons 
Overal l   balance 

Central  Bank r e s e r v e s  (end of vear) 

I n  b l l  l i o n s  of SDRs 
In months of imports 

1976 - 

6 . 1  
8 . 1  

( 1 . 3 )  
2.0 
0.4 
1 . 6  
(“1 

- 

1 . 3  
4.5 

- 3 . 2  
0 . 6  
0.4 

-0.4 
0.7 

2 . 1  
7 . 9  

1977  1978 ” ,  1979 1980 1981 ~ 

”- 

(In billions of ringgit I 

7 + 8  8 . 8  1 0 * 5  13 ,5  15 .8  
10.2 11 .2  11.9 17.4  21.6 
(1 .8)  (2 .0 )  ( 2 . 5 )  ( 5 . 0 )  (6.0) 

2 . 4  - 2.4 1 . 4  4.0 - 5 . 8  
0,s 0 . 5  0 . 7   0 . 3  2 . 5  
1 . 9   1 . 9   0 . 7  3 . 7  3 . 3  

( 0 . 5 )  ( - 0 . 1 )  (0.9) (1.1) (1.1) 

- - - 

( I n  blllions of SDRa) 

1.3 1.2 2.3 1 . 7  1 . 2  
5 . 2  5 . 9  8 . 3  9 . 9  1 1 . 4  

- 3 . 8  -4 .6  -6.0 - 8 . 2  - 1 0 . 2  
0.4 0 . 1  0 . 8  -0.1 -1.0 
0.2 0,5 0.4 1.0 1.6 
-0.3 -0.4 -0 .5  -0 .5  -0.5 
0.3 0.2 0.6 0,4 0.1 

2 . 4  2 . 6  3.2 3.6 3.7 
7 . 4  6 . 7  6 . 4  5.3  4 . 4  

Sources: Data  provided by t h e  Malays ian   author i t i e s  and s t a f f   e s t i m a t e s .  

- 1/ Components may not  add up t o   t o t a l s   b e c a u s e  of roundlng. 
2 /  Data for 1980 are estlmates. 
- 3/ Inc ludes  changes In   s tocks .  
- 4 /  End of year. 
5 /  Federal and S t a t e  Governments. 
- 6 /  Data  for  1981  are  lateat estlmates. 
7 /  Data for 1981 are s t a f f  estlmates. 

- 

- 
- 
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I. In t roduct jon   and  Summary 

Thls report  focueee  on  major  economic  developments i n  t he   Ma lays i an  
economy d u r i n g   t h e   r e c e n t   p a s t  and a number  of t o p i c s  of c u r r e n t   I n t e r e s t .  
For l onge r - t e rm  h i s to r i ca l   deve lopmen t s  and a descr lnrLcJ i l   o f   the   p roduc-  
t ive  and f i n a n c i a l   s t r u c t u r e e  of t h e  economy, r e f e r e n c e  may be  made t o  
previous  Recent Economrc  Developments r e p o r t s  (SM/79/83 and S Y / 8 0 / 1 4 2 ) .  
Chapters  XI and I11 provide  summarles of domestlc  economlc  developments 
and  developments r e l a t i n g  t o  t h e   e x t e r n a l   s e c t o r   o f   t h e  economy,  respec- 
t ive ly .  Chapter  IV i s  d l v l d e d   i n t o   t h r e e  sections, each   devoted   to  a 
s e l e c t e d   t o p i c .  The f i r s t   s e c t i o n   r e v i e w s   t h e   F o u r t h   M a l a y s i a   P l a n   i n  
l i g h t  of t h e  ob j e c t l v e s  of the  New Economlc P o l l c y  (NEP), which was 
Inaugurated in 1971,  and  focuses on t h e   r o l e  of t h e   p r l v a t e   s e c t o r  i n  
s u p p o r t i n g   o v e r a l l   e c o n o m i c   a c t l v l t y ,   c h a t s c t e r l s t l c s  of t h e   i n d u s t r i a l  
s t ra tegy   and   progress   toward   the   e rad lca tson  of pover ty .  The second 
sec t ion   r ev iews   r ecen t   p rog res s  i n  t he   conse rva t lon   o f   ene rgy  and t h e  
formulat ion  of  a l o n g e r - t e r m   s t r a t e g y  of  developlng  non-oi l   energy 
sources .  The t h l r d   s e c t i o n   a n a l y z e s   t h e  role  of t h e   C e n t r a l  Rank i n  
s t a b i l l z i n g   t h e   l l q u l d l t y   e f f e c t s  of b a l m c e  of  payments   dis turbances.  

The Malaysian economy cont inued  t o  expand i n  1980 a s  rea l  GDP r o s e  
by 8 p e r   c e n t .  The  growth i n  ou tput  was led  by the  manufactur lng  and 
c o n s t r u c t l o n   s e c t o r s ;   t h e  r a t e  of growtb  of  Imports  In  real  terms was 
nea r ly   doub le  tha t  of output.  Domestic demand provlded   the  m a l n  Impetus 
t o   t h e   i n c r e a s e   I n   a g g r e g a t e  demand, r e f l t c t i n g   t h e   c o u n t e r c y c l i c a l   s t a n c e  
of f i n a n c i a l   p o l i c i e s   d e s i g n e d   t o   o f f s e t  tile weakenlng  of  external demand. 
The  growth  of  employment  led t o  a s l i g h t   R e c l i n e  i n  unemployment t o  
5.3 per   cen t .  

F i s c a l  and m n e t a r y   p o l i c i e s  I n  1980 aimed a t   o f f s e t t i n g  t h e  r e l a t i v e  
d e c l i n e   I n   e x t e r n a l  demand  by s t imu la t ing   domes t l c   expend i tu re s .  The 
Government ’s   overa l l   def ic i t   expanded   rap ld ly   to   a lmost  9 pe r   cen t  of 
GNP, w i t h   e x p e n d i t u r e   r i s i n g  by about 4’ p e r   c e n r ,  and r evenue   l nc reas lng  
by about 29 p e r   c e n t .  The s t a n c e  of monetary  pol lcy was accommodating 
to   encourage  domest ic   Investment  and  economic a c t l v l t l e s  of t h e   p r i o r i t y  
s e c t o r s ,   a n d ,   a t   t h e  same t i m e ,   s e l e c t i v e l y   r e s t r l c t l v e   t o   d i s c o u r a g e  
s p e c u l a t i o n  and c a p i t a l   f l i g h t .   P a r t l y   r e f l e c t i n g   t h e  r a p i d  i n c r e a s e  i n  
demand f o r   l o a n s  I n  t h e  wake o f  a s lower   g rowth   of   depos l t s ,   par t icu lar ly  
in   t he   s econd   ha l f   o f   t he   yea r ,   t he   domes t i c  money marke t   t lgh ten ld  
considerably  toward t h e  end of t h e  year,  w i  t h  t h e   r e s u l t   t h a t   I n t e r e s t  
ra tes  on loans  as well a s  depos i t s   increased   markedly .  

The balance  of  payments  weakened  somewhat.  For  the f l r s t   t i m e   I n  
f ive   yea r s ,   t he   cu r ren t   accoun t   r eco rded  a s m a l l   d e f i c i t  (MS0.4 b i l l i o n ) ,  
m a i n l y   r e f l e c t i n g   t h e   w e a k e n i n g  of e x p o r t   p r i c e s   I n   t h e   s e c o n d   h a l f  of 
t h e   y e a r ,  a s t rong  growth i n  import  demand, and the   con t inued   Inc rease  I n  
n e t  payments   on   se rv ices   and   t ransfers .  The c a p i t a l   a c c o u n t   n e t  of 
errors and  omlsslons  turned  from a d e f l c l t  of MS0.5 b l l l l o n   I n  1979 t o  a 
s u r p l u s  of MS1.4 b l l l r o n   i n  1980, r e su l t i ng   ma in ly   f rom a large I n c r e a s e  
i n   d i r e c t   I n v e s t m e n t   a n d   s u b s t a n t i a l   c a p i t a l   i n f l o w s  by commercial  banks. 
Consequent ly ,   the  overall ba lance   recorded  a s u r p l u s   o f  MS1 b l l l r o n .  
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F o r e l g n   e x c h a n g e   r e s e r v e s  a t  t h e   e n d  of 1980 anrnunted t o  a b o u t  M$10 b i l -  
l i o n  (SDR 3 . 6  billlan), o r  a b o u t  flve m o n t h s  of i m p o r t s ,  compared w i t h  
t h e   e q u L v a l e n t  of about :leven months of imports i n  t h e  p r e c e d i n g  three 
y e a t s .  The M a l a y s i a n   r l r l g g i t   c o n t l n u e d  t o  b e  pegged t o  a" u n d r s c l o s e d  
basket of currenclee  of M a l a y s i a ' s   t r a d i n g   p a r t n e r s ;  i n  terns of the 
basket ,  the r l n g g l t   d e p r e c i a t e d  by 4 per c e n t  d u r i n g  1980. 

In 1981, r e a l  GDP 1s e x p e c t e d  to grow a t  7-8 p e r   c e n t   w l t h  t h e  malt1 
s u p p o r t  tmanatlng from t h e   m a n u f a c t u r l n g   a n d   c o n s t r u c t r o n  s e c t o r s .  
Domest lc   demand will aga in  p r o v l d e   t h e  main t h r u s t  to t h e  expanslon o f  
a g g r e g a t e   d e m a n d .   I n f l a t L o n   i n  terms of consumer pr rces  1 s  f o r e c a s t  t o  
be about 7 per c e n t .  However ,  as e x t e r n a l   l n f l a t l o n  1 s  expected to a b a t e  
c o n s l d e r a b l y ,   t h e  r a t e  of inflation c o u l d   m o d e r a t e  somewhat during the 
year. 

11. R e c e n t  T r e n d s   i n   t h e  Economv 

1. A g g r e g a t e  s u p p l y  and demand - 
a .  Overv lew of d e v e l o p m e n t s   I n  1980 and prospects f o r  1981 

The Malayslan e c o n o m y  c o n t l n u e d   t o   e x p a n d   I n  1980, t h e   f l f t h  
c o n s e c u t i v e  y e a r  of s u s t a l n e d   g r o w t h ,  wlth rea l  GDP r i s i n g  by 8 p e r  cent 
( T a b l e  1). Value   added  ~n the  a g r i c u l t u r a l  sec tor  i n c r e a s e d  by 2.5 p e r  
c e n t ,   l o w e r  than the 4 per c e n t   g r o w t h   r e c o r d e d  In 1979  when o u t p u t  had 
recovered f rom the d r o u g h t   c o n d l t r o n s  of t h e  prev lous  y e a r .   O u t p u t  (I) 

b o t h  rubber and saw logs c o n t l n u e d  t o  d e c l l n e ,  whlle palm 011 and sawn 
t l m b e r   r e c o r d e d   s h a r p   I G c r e a s e s .  The growth  of  v a l u e   a d d e d  ~n t h e  manu- 
f a c t u r r n g   s e c t o r  of 11.5 per c e n t  was a t t r r b u t e d  t o  f u r t h e r   e x p a n s i o n  of 
t h e   e x p o r t - o r l e n t c l d   l n d u s t r l e s - - l n  t h e  f i r s t  h a l f  of t h e   y e a r - - a s  well 
a s  l n d u s t r r e s   p r o d u c i n g   c o n s u m e r  d u r a b l e s .  The r a p l d  e x p a n s l o n  of t h e  
c o n s t r u c t r o n   l n d u s t r l e s   c o n t l n u e d   d u r l n g   t h e  year, l a r g e l y  In response t o  
s t r o n g  demand f o r   r e s l d e n t l a l  housing a n d   c o m m e r c r a l   b u l l d l n g s .  The ~ n -  
crease I n  v a l u e  a d d e d   i n   c o n s t r u c t l o n  of  13 per c e n t  made It t h e   f d s t e s t  
growing sec to r  of r,he economy ~n 1980 On t h e   o t h e r   h a c d ,   v a l u e  added In 
t h e  m l n l n g   s e c t o r   d e c l l n e d   b y  1 . 3  p e r  c e n t ,   d u e   t o  lower l e v e l s  of o u t p u t  
of b o t h   p e t r o l e u m  <tnd t l n .  The growth  o f   a c t l v l t l e s  ~n the maJor s e r v l c e  
l n d u s t r l e s   e x c e e d e d  t h e  o v e r a l l   l n c r e a s e  In o u t p u t  as  v a l u e  a d d e d  In 
w h o l e s a l e  and r e t a l l   t r a d e  rose by 10 p e r   c e n t  and I n  government by 
11.3 p e r  c e n t ;   t h e  sharp g r o w t h  of  g o v e r n m e n t   a c t i v i t y  m o s t l y  reflected 
t h e  p u b l l c   s e r v i c e   s a l a r y   a d l u s t m e n t  In July and e f f o r t s  to s p e e d   u p   t h e  
l m p l e m e n t a t l o n  of proJects durlng the las t  year of the T h l r d  Malayslan 
P l a n  (TMP). 

Domestic demand   p rov lded  the maln i m p e t u s  t o  t h e  expanslon of a g g r e -  
gate demand In 1980 ( C h a r t  1 ) .  The growth of t o t a l  d o m e s t l c  demand 
accelerated t o  12.8 p e r   c e n t   r n  real terms, m a l n l y   r e f l e c t l n g   a n   I n c r e a s e  
of p r l v a t e  e x p e n d l t u r e  by 13.6 per cent .  P r i v a t e   c o n s u r n p t l o n  expenditure 
rose by 12 per cent, mostly r e f l e c t i n g  the h r g h e r   I n c o m e s   g e n e r a t e d  by 
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Table 1. Malayria:  Supply  and U m  of Resource8 a t   Conr t an t  1970 Prices,  1976-80 - I /  

(Percentage  change over prcv iour   yea r )  

19 76 1977 1978  1979  1980 

Supply of resources 

GDP a t   marke t  prices - 1 1 , l  - 7 , 6  
A g r i c u l t u r e ,   f o r e s t r y ,  and f l r h i n g  10.5 2 . 2  
Mining  and qua r ry ing  20.6 1.3 
Manufacturing  18.5  10.6 
Cons t ruc t ion 9.0 12.2  
Wholesale and r e t a i l   t r a d e   8 . 4  7.8 
Government se rv i ce8  9 . 5  12.4 

Net factor  payments t o  abroad  21.4  25.0 
GNP a t   marke t   p r i ces  10.8 7 
Imports of  goods and  a e r v l c e s  9 . 2  1s.t 

7 - 

7.6 
1 .G 
- 

13 ,O 
14 .O 
13.0 
9 0  
2 . 5  

2 4 . 6  
73 
13.9 - 

a ,  5 8.0 - - 
4 , O  2 . 5  

15 , O  -1.3 
12 .o 11.5  
14.0 13.0 
9.0 10.0 
7.4 11.3 

-7.8 3.7 
8.2 9.2 

2m 15.0 

- 
- - 

Use of r e sources  
Domes t ic  demand 

P r i v a t e  
Pub 1 i c  

P r  l v a t e  
Pub l l c  

Consumption  expenditure 

Investment   expendi ture  - 3 /  

Exports o f  goods  and s e r v l c e s  

" 

Source.  Data  provlded by the M a l a y s i a n   a u t h o r l t l e s .  

1/ Revised new series compiled on t h e  b a s l s  of t h e  United  Natlons'   System of Nat ional  

2 /  Pre l imina ry   e s t ima te .  
3/ Includes  change In s t o c k s .  

Accounts ( S N A )  . 
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t h e  increase i n  exports i n  1979 ,  8nd t h e   p u b l i c   e e c t o r   a s l a r y   8 d j u e t m e n t  
i n  J u l y  1980. P r i v a t e  s e c t o r  i n v e e t m e n t   e x p e n d i t u r e ,   i n c l u d i n g   i n v e a t r n e n t  
i n   t h e  011 i n d u n t r y ,  tone b y   2 1 . 4   p e r   c e n t ;   e x c l u d i n g  o i l  a n d   g a a - r e l a t e d  
i n v e a t m c n t ,   p r i v a t e   i n v e o t m c n t  tone by 17.4 per c e n t ,   c o m p a r e d   w i t h  1 2  per 
c e n t   i n   1 9 7 9 .  The a c c e l e r a t i o n  i n  t h e   g r o w l h  of n o n - o i l   i n v e e t m e n t  was 
l arge ly  i n  response t o  t h e   e x p a n a i o n  of clomeRtlc d e m a n d ,   e a p e c i a l l y   f o r  
c o n a u m e r   d u r a b l e # ;   i n  8ome cases i n v e s t m e n t  was a l s o  u n d e r t a k e n  t o  i n -  
crease p r o d u c t i v i t y .  

Publ i c  sector c o n s u m p t i o n   e x p e n d i t u r e  also e x p a n d e d   r a p i d l y   b y  12 p e r  
c e n t   i n  real  temu i n  1980. T h e   i n c r e a s e  in e x p e n d i t u r e   m o s t l y  ref lected  
i n c r c a a e d  p u b l i c  aec tor   employment   and  wage a n d   a a l a r y   i n c r e a a e e   f o r  
p u b l i c  s ec to r  employees ,  a s  well a8 l a rge r  o u t l a y s  on eoc ioeconomic  
a e r v i c e a   a n d   d e f e n s e .  P u b l i c  sector  i n v e s t m e n t   e x p e n d i t u r e  rose by 
9 . 7  per c e n t  i n  real  terms; t h e  b u l k  of t h i e   l n v e e t m e n t  waa in b a s i c  
i n f t a a t r u c t u r e ,   c o m m u n ~ c a t i o n a   a n d  utilities, a s  well as  p r o j e c t s   a i m e d  
a t  e r a d i c a t i o n  of p o v e r t y  and t h e   r e s t r u c t u r i n g  of s o c i e t y ,  

Real e x p o r t s  grew by o n l y   4 . 2   p e r  cent i n  1980 ,   due   t o   t he   s lowdown 
i n  a c t l v l t y  i n  i n d u s t r i a l   c o u n t r i e s ,  while Imparts i n c r e a s e d  b y  15 p e r  
cent  i n  real terms i n  Line  w i t h  t h e  Bharp e x p e n a l o n  of domestlc demand 
( T a b l e  1 ) .  The t e r m s  of t r a d e  d e t e r l o r a t e d  by 4 . 1   p e r   c e n t  as i m p o r t  
p r l c e s  roae by 19 p e r  c e n t ,  compared w l t h  a 14 p e r  c e n t  r i se  i n   e x p o r t  
p r i c e e .  Real CDP a d J u s t e d  for changes  i n  t h e  t e r m s  of t r ade  1/ r o s e  a t  
a ra te  of 5 . 6  per c e n t  in 1 9 8 0 ,   c o m p a r e d   w i t h   1 5   p e r   c e n t  in i979. 

I n  1981, t h e   a u t h o r l t i e a   e x p e c t  rea l  CDP growth t o  slow  aomewhat t o  
7-8 p e r   c e n t ;  a s  i n  1980, d o m e s t l c  demand wlll p r o v i d e  t h e  m a i n   s t i m u l u s  
t o  e x p a n s i o n ,   i n c r e a s i n g   b y  11 per c e n t  in real  terms, w h i l e   e x p o r t s  are 
f o r e c a s t  t o  r ise  by 7 per c e n t .   P r i v a t e   c o n s u m p t i o n  is f o r e c a s t  t o  in- 
c r e a e e  by o n l y  7 p e r   c e n t   i n  real  terms, as t h e   c o n t l n u e d   w e a k n e s s  of 
c o m m o d i t y   e x p o r t   p r i c e s  w i l l  depress incomes, w h i l e  public eector  con- 
s u m p t i o n   e x p e n d i t u r e  i s  f d r e c a s t  t o  increase a g a i n  b y  1 2  p e r   c e n t  i n  
r ea l  t e r m s .   P r i v a t e   I n v e s t m e n t  IS e x p e c t e d  t o  increase by   abou t  9 per 
c e n t   f o l l o w i n g  eharp increases  i n  t h e   p r e v i o u s  two years when I n v e s t m e n t  
i n c r e a s e d  t o  meet t he  needs  of t h e   e x p a n d i n g  economy, including t h e  011 
I n d u s t r y ,   H o w e v e r ,   g o v e r n m e n t   i n v e s t m e n t   e x p e n d l t u r e  i s  forecast  t o  
i n c r e a s e   s h a r p l y   i n  1981 t o  o f f s e t  t h e  weakness of e x t e r n a l   d e m a n d .  

1/ The growth   In  real GDP a d l u s t e d  for changes In t h e  terms of t rade  (rr 1s d e f i n e d  as: 

Y ( 1 - a  ) + b X  

Yt 
r = t + L  t+l  t + l  - 1, where 

Y = rea l  GDP 
X = real expor ts  
a = share of exports i n  real  GDP 
b = i n t e r n a t i o n a l  terms of t r a d e  
t = time subscript 
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P u b l i c  i nvea tmen t  is s c h e d u l e d  t o  r i e e  by over 3 5  per c e n t   d u e  t o  t h e  
launching of t h e   F o u r t h   M a l a y s i a   P l a n ,   a n d  t h i s  i n c r e a e e  is e x p e c t e d  t o  
p a r t l y   o f f s e t   t h e  r e l a t i v e  weakneee of o t h e r  demand   componen t s .  On t h e  
s u p p l y   a i d e ,   t h e   w e a k  e x t e r n a l  demfind 18 e x p e c t e d  t o  m o d e r a t e  the  g r o w t h  
of a g r i c u l t u r e   a n d   m i n i n g   o u t p u t ;  moreover, I n c r e a s e d   c o m p e t i t i o n   f r o m  
o t h e r   d e v e l o p i n g   c o u n t r l e e   a n d   t h e  posslble  1 n t e n a l f l c a t i a n  of p r o t e c -  
t i o n i s t  p r e s s u r e s  could slow t h e  g r o w t h  of e x p o r t - o r i e n t e d   m a n u f a c t u r e s .  

a t i m u l u e  t o  the c o n s t r u c t i o n  s ec to r .  

b P r o d u c t  i o n  

( 1 )  P r i m a r y   s e c t o r  

R u b b e r   p r o d u c t l o n  d e c l i n e d  b y  2 . 5  p 

However, t h e   c o n t i n u e d   s t r e n g t h  of d o m e s t r c  demand zn 1981 w i l l  h e l p  
s u p p o r t   m a n u f a c t u r e r s  for local  c o n s u m p t i o n  a s  w e l l  a8 p r o v l d e   f u r t h e r  

I n  1980 t o  1 . 5 6  m e r  c e n t  I 1  L- 
l l o n  metr lc  t o n s  ( A p p e n d r x   T a b l e  IV), t h e   f o u r t h   c o n s e c u t l v e  year of 
f a l l l n g   o u t p u t ,   T h e   m a i o r   c o n t r l b u t l n g   f a c t o r s   l n c l u d e d  a d e c l i n e  rn 
a c r e a g e   d e v o t e d   t o   r u b b e r ,  as  l a n d   u n d e r   r u b b e r   c u l t l v a t l o n  
was c o n v e r t e d  t o  more p r o f i t a b l e   c r o p s ,   s u c h  as  palm 011 and labor  
s h o r t a p e 3   w t t l c u l a r l y   I n   t h e  e s t a t e  s e c t o r ,   T h e   l a b o r   s h o r t a g e  was 
e v l d e n c e d   i n   t h e   d e c l l n e  I n  y l e l d s  of a b o u t  3 p e r   c e n t   i n   b o t h   t h e  e s t a t e  
a n d   s m a l l h o l d e r   s e c t o r s .   D e s p l t e   t h e   s t e a d y   d e c l l n e  I n  o u t p u t  I n  r e c e n t  
y e a r s ,   r u ) b a r   r e m a l n s  Malaysia 's  most I m p o r t a n t   a g r l c u l t u r a l  crop ,  and 
Malaysla, t h e  w o r l d ' s   l e a d a n g   p r o d u c e r  of  n a t u r a l   r u b b e r ,   a c c o u n t e d   f o r  
a b o u t  40 p e r   c e n t  of g l o b a l   p r o d u c t i o n  In 1980.  

I n   o r d e r  t o  s t i m u l a t e   r u b b e r   p r o d u c t l o n ,   t h e   1 9 8 1   B u d g e t   p r o v l d e s  
f o r  I n c r e a s e d   p l a n t i n g   a n d   r e p l a n t l n g   g r a n t s ,  a s  w e l l  a s  a m o n t h l y   s u b s l d y  
t o  r u b b e r   s m a l l h o l d e r s   u n t i l   t h e y  a re  a b l e  t o  b e n e f r t   f r o m   n e w l y   p l a n t e d  
h o l d l n g s .   T h e   b u d g e t   h a s  also l n t r o d u c e d  a new s y s t e m  of  e x p o r t   d u t l e s  
b a s e d   o n  t h e  g a z e t t e d   p r i c e s  of  different g r a d e s  of r u b b e r  ra ther  t h a n  
o n  t h e  p r l c e  of a s l n g l e  grade. T h i s   c h a n g e  1 s  I n t e n d e d  t o  p r o v l d e  m o r e  
e q u l t a b l e   t r e a t m e n t  t o  s m a l l h o l d e r s  who m o s t l y   p r o d u c e   t h e  Lower q u a l i t y  
g r a d e   b u t   p a y   d u t y   o n  t h e  b a s l s  of t h e  higher q u a l i t y   g r a d e .  A l s o ,  I n  
D e c e m b e r ,   t h e   G o v e r n m e n t   r a l s e d   t h e   t h r e s h o l d  p r l c e  on whlch  e x p o r t   d u t y  
1 s  l e v i e d ,  t o  t a k e   a c c o u n t  of I n c r e a s e s   I n   p r o d u c t i o n   c o s t s .  

The o u t p u t  of  c r u d e   p a l m  011 rose b y  17.7 p e r   c e n t  t o  2 . 6  m l l l l o n  
metrlc t o n s  In  1980 (Appendix Table IV). The r l se  I n   o u t p u t  was d u e  t o  
a 9 . 4  p e r   c e n t   I n c r e a s e  in h a r v e s t e d  area and f a v o r a b l e   w e a t h e r   c o n d l -  
t l o n s ;   t h e   a v e r a g e  y l e l d  I n c r e a s e d   b y  7 . 6  p e r  c e n t ,   c o m p a r e d   w l t h  9 .2  per 
c e n t   I n   t h e   p r e v l o u s   y e a r .  The t o t a l  area cultivated u n d e r   p a l m  011 I n -  
c r e a s e d   b y  6 .9  p e r   c e n t  i n  1980, m a i n l y  reflecting new p l a n t l n g s  by t h e  
v a r l o u s   l a n d   d e v e l o p m e n t  agencles .  1 1  l l n e   w l t h   t h e   G o v e r n m e n t ' s   p o l z c y  
to p r o m o t e   t h e   p r o c e s s l n g  of c r u d e   p a l m  011 i n t o   m o r e   d o w n s t r e a m   p l o d u c t s ,  
p r o d u c t i o n  of p a r t i a l l y  and fully p r o c e s s e d   p a l m  o i l  p r o d u c t s  rose by  
30 p e r  c e n t  in 1980. 
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Total r i ce  o u t p u t   r o e e  by 4 . 1   p e r  cent t o  1 . 4  m l l l i o n   r n e t r l c   t o n e  
i n  1980 (Appendix  Table  IV). DomeRtic p r o d u c t i o n  was s u f f i c i e n t   t o  meet 
abou t  89  p e r   c e n t  of t h e   c o u n t r y ' e  r i ce  r equ i r emen t  i n  1980, cornpared 
with 85 p e r   c e n t  i n  1979. T h e   i n c r e a e e  i n  o u t p u t   r e f l e c t e d   c o n t i n u e d  
f a v o r a b l e   w e a t h e r   c o n d i t i o n e ,  mre i n t e n s i v e   a p p l i c a t i o n  of fertilizers 
under   t he   Governmen t ' s   subs idy   s cheme ,   and   t he  u ~ e  af h i g h e r   y r e l d i n g  
v a r i e t i e s  of paddy; i n  t h e  1979/80 c r o p  year t h e   a v e r a g e   y l e l d   i n c r e a s e d  
b y  4.6 p e r   c e n t .  The Government   cont inues  t o  e m p h a s i z e   s e l f - s u f f i c i e n c y  
I n   r i c e   p r o d u c t i o n  at3 a l o n g = t e r m   g o a l   a n d ,   a c c o r d i n g l y ,   a d j u e t e d   i t e  
l n c e n t i v e t r   a n d   s u b s i d i e s   d u r l n g   t h e   y e a r .  The Government   introduced a 
cash   coupon   subs idy  of M$2 p e r  plcul of paddy t o   r e p l a c e   t h e   p r e v i o u s  
scheme  whereby  paddy was purchased  a t  p r i c e s  of M$2 per p i c u l   h i g h e r  
t h a n  t h e  offlclal minimum s u p p o r t  p r l c e ;  a l s o ,  t h e  minimum s u p p o r t   p r l c e  
f o r   s h o r t   g r a i n   p a d d y  was r a i s e d   b y   a b o u t  8 p e r   c e n t ,   I n   a d d i t  Lon, the  
paddy  subs idy  was r a i s e d   f r o m  M$2 p e r  p l c u l  t o  M$10 p e r   p i c u l .  

- 

The  product  Lon of saw l o g 6   d e c l i n e d  by 3 p e r   c e n t   t o  26 mil l ion  
cub lc  meters i n  1980 (Appendix   Table  IV), compared with a d e c l i n e  of 
5 per cent t h e   p r e v l o u s   y e a r .  This c o n t i n u e d  f a l l  i n   o u t p u t  of saw logs 
r e f l e c t e d  a d e c l i n e  of r e a d i l y   a v a i l a b l e   t i m b e r   r e s o u r c e s  i n  P e n ~ n s u l a r  
Ma lays i a ,   and   t he   lmp lemen ta t lon  of t h e   f o r e s t   c o n s e r v a t i o n   p o l i c y .   I n  
c o n t r a s t ,   t h e   o u t p u t  of sawn  txmber r o ~ e  by 6.5 p e r   c e n t  i n  1980 t o  
5.7 m i l l l o n   c u b i c  meters, r e f l e c t i n g   t h e   i n c r e a s e d   d o m e s t l e  demand from 
t h e   b u i l d i n g   a n d   c o n s t r u c t i o n   i n d u s t r y .  A t  t h e   c u r r e n t  r a t e  of e x p l o l -  
t a t l o n - - 3 7 3 , 1 0 0   h e c t a r e s  a yea r - -Malays i a ' s   supp ly  of p r i m e   q u a l l t y   l o g s  
cou ld  be d e p l e t e d  by 1990. To i n s u r e   a d e q u a t e   s u p p l i e s  of tlmber f o r   t h e  
next  15 y e a r s ,   t h e   M l n l s t r y   o f   P r m a r y  Industries h a s   I n s t i t u t e d  a re -  
a f f o r e s t a t i o n  program which IS expected  to   be  implemented  by  1982 a t  a 
c o s t  of MS500 million. The  program w i l l  c o n c e n t r a t e  on r e p l a n t i n g  t rees  
t h a t   m a t u r e   w i t h i n   r e l a t l v e l y   s h o r t   p e r i o d s .  

The s e c u l a r   d e c l l n e  of - t i n   p r o d u c t i o n   r e s u m e d  1n 1980   fo l lowing  a 
t e m p o r a r y   r e v e r s a l  i n  t h e   p r e v l o u s  two years.  T i n  p r o d u c t i o n  fell by 
2 . 5  p e r   c e n t   t o   6 1 , 4 0 0  metrlc t o n s  i n  1980, compared  wlth increases of 
6 . 7  p e r   c e n t   a n d  0.6 per  cent In 1978  and 1979,  r e s p e c t i v e l y .   P r o f i t -  
a b l l r t y   I n   t h e   t l n   I n d u s t r y   c o n t i n u e s  t o  be a d v e r s e l y   a f f e c t e d  by r l s m g  
p r o d u c t l o n   c o s t s ,   p a r t i c u l a r l y   e n e r g y ,   a n d   t h e   r a p i d   d e p l e t l o n  of high 
g r a d e   t i n - b e a r l n g  areas, which   has   compel led  mlnes t o   i n s t a l l   e q u i p m e n t  
w i t h  g r e a t e r   c a p a c i t y   t o  work t h e   l o w e r   g r a d e  areas.  To f u r t h e r  ass l s t  
t h e   t i n   I n d u s t r y ,   t h e  G o v e r n m e n t   r a i s e d   t h e   t h r e s h o l d  level  f o r   e x p o r t  
d u t y  from M$1,200 per p l c u l  t o  M$1,400 p e r   p l c u l .   T h e  floor a n d   c e l l l n g  
p r i c e s  of t h e   c u r r e n t   I n t e r n a t i o n a l   T i n   A g r e e m e n t ,  a t  M$1,650 and M$2,145 
p e r   p l c u l ,  respect l v e l y  , are n o t   j u d g e d   s u f f l c l e n t l y   a t t r a c t l v e   t o  
encourage  new inves tmen t  a t  a level a d e q u a t e  t o  m a i n t a i n   o u t p u t .  

For  the f i r s t  time s f n c e   1 9 7 4   t h e   p r o d u c t r o n  of c r u d e   p e t r o l e u m  
d e c h n e d   b y  2.6 per cent i n  1980 t o  t h e   e q u i v a l e n t  of 275,000 b a r r e l s  
per d a y .  The d e c l r n e   i n   o u t p u t  was a t t r i b u t e d  t o  t h e   i m p l e m e n t a t i o n  of 
t h e   N a t l o n a l   D e p l e t r o n   P o l i c y   i n t r o d u c e d  i n  J u n e .   U n d e r   t h i s   p o l l c y ,  
P e t r o n a s ,   t h e  national o i l  company, controls t h e   p r o d u c t i o n  of malor 
flelds d e f i n e d  as those wi th  400 m i l l r o n  o r  more b a r r e l s  of Oil I n i t i a l l y  
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I n  Place   (Oi IP) .   Product ion  i s  limited t o  1.75 per  cent per  annum of  
OIIP, and the  development  of  any new majo r   f i e lde  can be  postponed for 
t h r e e   t o   f i v e   y e a r e   ( e e e   a l e o   C h a p t e r  IV, S e c t i o n  2 ) .  As a r e e u l t  , t h e  
number  of o i l   f i e l d s  on  atrcam remained unchanged a t  14 d u r i n g   t h e   y e a r ,  
However, deep i t e   t he   imp lemen ta t ion   o f   t he   Na t iona l   Dep le t ion   Po l i cy ,  
Pe t rona r  estimates t h a t  o i l  p r o d u c t i o n  will increase by about 9 pe r   cen t  
i n  1981 t o  t h e   e q u i v a l e n t   o f  300,000 b a r r e l e  per day  (bpd).  

Petronae,   through i t a  subs id i a ry   Pe t ronae   Ca r ige l i   Send i r i an   Beahad ,  
commenced d r i l l i n g   o f f   t h e   T r e n g g a n u  coas t ,  A l s o ,  Pet ronas   r igned  

1 t e  f i f t h   p roduc t i an -eha r ing   ag reemen t   w i th  Brit ieh  Petroleum  and  Oceanic 
Exp lo ra t ion   Corpora t ion   fo r   exp lo ra t lon  and deve~7pment   offehore  Sabah.  
Other  companies were a l e 0   a c t i v e   d u r i n g   t h e   y e a r ,  Overall, t h r e e  new 
o l l f i e l d s   o f f s h o r e   T r e n g g a n u   a n d   f i v e  new gas   f i e lds   o f f shore   Sa rawak  
were d i scove red   du r ing   t he  year. 

I n   o r d e r   t o   l e s s e n   d e p e n d e n c e  on impor ts   in   rnee t lng   the   r i s ing  
domeetlc demand for   pe t ro leum  products ,   Pe t ronas   began  work  on two new 
ref merles d u r  1ng t h e   y e a r ,  The f i r s t   r e f l n e r y ,   l o c a t e d   i n   T r e n g g a n u ,  
1s schedu led   t o  come on stream by  August  1982  and have a c a p a c i t y   o f  
30,000 bpd of domest lc   crude 011. A s e c o n d   r e f l n e r y ,   t o   b e   l o c a t e d   I n  
Malacca, 1s p lanned   t o  come on stream by t h e  end  of  1985,  with a c a p a c i t y  
of ioJ,\jOO bpd u s i n g  88 per  cent  imported  crude 011 and 12 per   cen t  
damest lc   crude 011, w i t h   t h e   f l e x l b l l l t y  of p r o c e s s l n g   o n l y   t h e   l l g h t e r  
domestlc crude o i l .  

The B m t u l u  LNG p roJec t  1s expec ted   t o  come on  stream by January 
1983,  wlth  planned  productlon  of 6 mzl l lon   me t r i c   t ons   o f   l l qu l f l ed  
n a t u r a l   g a s  per y e a r .  I n  o r d e r  t o  Implement t h e   R l n t u l u  Urea P r o J e c t ,  a 
Jo ln t -ven tu re  company w l t h  Malaysla   and  other  ASEAN c o u n t r l e s  was Lncor- 
pora ted   in   October   1980,  Malaysla holds  a maJor l ty   sha re   o f  60 p e r   c e n t ,  
wh i l e   "ha l l and ,   Indones i a ,  and t h e   P h l l l p p l n e s   e a c h   h o l d s  13 p e r   c e n t ,  
and Singapore 1 p e r   c e n t ,  The p l a n t  1 s  schedu led   t o  be completed  in  
1984  and  produce  1,000  metric  tons per day of ammonia,  and 1,500 m e t r l c  
tons  per  day of  urea ,   main ly  for  d o m e s t x  consumption. 

( 2 )  Manufac tur ing   sec tor  

Value  added in   t he   manufac tu r ing  s e c t o r  rose by 11.5  per   cent  
i n   r e a l  terms In  1980 ( 1 2  per cen t  In 1979) to   accoun t   fo r  20.3 per cen t  
of GDP. The growth of manufactured  exports   s lowed  In   the  second  half   of  
t he   yea r   In   r e sponse  t o  s l a c k e n l n g   e x t e r n a l  demand,  However, ou tput  for 
the  domest ic   market  was sus t a ined  by t h e   s t r o n g  demand f o r  e l e c t r l c a l  
consumer  durables  and  transport   equlpment.   Although  the demand for  
c o n s t r u c t i o n  materials remalned  s t rong,   output   growth was only  moderate  
due t o  c a p a c l t y   c o n s t r a i n t s   a n d   t h e   d l s l n c e n t l v e s  Imposed by price 
con t ro l s   on  cement and s t e e l   r o d s  for r e in fo rced   conc re t e .  
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c. Employment and wages 

Total employment i n c r e a s e d  by 3 . 4  p e r  c e n t   I n  1980 to r e a c h  5 . 1  mil- 
lion by t h e  e n d  of t h e  y e a r   ( T a b l e  2). The expansion of employment  ~n 
c o n j u n c t l o n  with an i n c r e a s e  in the l a b o r   f o r c e  of 3 . 1  per c e n t   r e s u l t e d  
xn a d e c l l n e  in the unemployment  r a t e  t o  5.3 p e r  cent. A l t h o u g h  t :  e 
rate of growth of manufacturing employment  slowed to 6.4 p e r   c e n t  rn 
1980, t h l s  s e c t o r  a c c o u n t e d  for the  larges t  number of new J O ~ O  (48,400). 
O t h e r  sectors w h i c h   r e g i s t e r e d   s t r o n g   e m p l o  rnent g s l n s  w e r e  c o n s t r u c t L o n  
( 7 . 6  per c e n t )   a n d   G o v e r n m e n t  ( 6 . 9  p e r   c e n t  7 . Employment x n  t h e  agr lcu l -  
t u r e ,  forestry,  and fxshlng a e c t o r s   g r e w  b y  o n l y  0.5 p e r  cent i n  1980; 
however, t h e s e   s e c L o r s  st111 a c c o u n t e d  for the l a rges t  number of workers, 
or about  40.5 per c e n t  o f  the labor force.  

I n  2980 a t o t a l  of 281 c o l l e c t l v e  wage  a g r e e m e n t s  affecting about 
1.4 p e r  cent  of t h e  labor force were c o n c l u d e d .  Most of  the a g r e e m e n t s  
w e r e  f o r  t h r e e  yearci, a n d  average  wage s e t t l e m e n t s  were Ln the range of 
10-25 p e r  c e n t .  On J u l y  1 ,  1980 s a l a r l e s  and other b e n e f l t s  for t h e  
710,000 p u b l i c  s ec to r  e m p l o y e e s  w e r e  a d J u s t e d ,  wlth increases In basic 
pay r a n g i n g  f r o m  6 t o  28  p e r  c e n t ;  the l a s t  a d r u s t r n e n t  w a s  In J u l y  1 9 7 7 .  

2. F e d e r a l   g o v e r n m e n t  f lnance 

a. The 1980 B u d g e t   o u t t u r n  

"he 1980 Government B u d g e t  w a s  designed to e x e r t   a n   e x p a n s   l o n a r y  
impact o n  the economy to o f f s e t   t h e  r e l a t l v e  d e c l l n e   i n   e x c e r n a l   d e m a n d .  
Moreover, s i n c e  1980 was t h e  l a s t  year   of  the  TMP, government expendl-  
tures, p a r t i c u l a r l y   c a p i t a l   e x p e n d l t u r e s ,  were i n c r e a s e d  t o  s p e e d  u p  the 
lmplementation of p r o J e c t s   u n d e r  the p l a n   C o n s e q u e n t l y ,   g o v e r n m e n t  
e x p e n d l t u r e  rose very s h a r p l y  b y  4 7  per c e n t  t o  t h e   e q u i v a l e n t  o f  
37.4 per c e n t  of G N P  ( T a b l e  3 ) .  T o t a l  r e v e n u e  also g r e w  strongly l n  
1980 or by 2 9  per c e n t  t o   e q u a l  2 8 . 8  per cent of GNP As a resu l t ,  t h e  
o v e r a l l  budget  d e f l c l t  rose to M $ 4  b i l l l o n  i n  1 9 8 0 ,  or 8.6  per c e n t  of 
G N P ,  c o m p a r e d   w l t h  o n l y  3 4 p e r  c e n t   t h e   p r e v l o u s   y e a r   ( T a b l e  3 )  

T o t a l  r e v e n u e  grew s u b s t a n t l a l l y  b y  MS3 b l l l l o n  In 1 9 8 0  t o  
MS13.5 b l l l l o n  despite a n   e s t l m a t e d  revenue loss  of a b o u t  M$482 mllllon 
due to new t a x  m e a s u r e s  a n d   a d l u s t r n e n t s   l n t r o d u c e d   I n   t h e  1980 B u d g e t .  
The good r e v e n u e  per formance  w a s  m a i n l y   a t t r l b u t a b l e  t o  t h e  s t r o n g   g r o w t h  
of t h e  economy in 1 9 7 9 " t l i e   b a s e   y e a r   f o r  1980 I n c o m e  t a x - " a n d   t h e  l n t r o -  
d u c t l o n  vf  a n  export t a x  on  c r u d e   p e t r o l e u m  In A p r i l .  Revenue  f r o m  
direct t a x e s  rose by 4 3  per cent  to a b o u t  MS5 3 b i l l l o n ,  wlth r e c e l p t s  
f r o m  011 c o m p a n l e s  m o r e  than d o u b l i n g ,  and t h o s e  from o t h e r  bus inesses  
r l s l n g  by 48 p e r  cent H o w e v e r ,  i n d l v l d u a l   i n c o m e  t a x  r e c e i p t s  d e c l l n e d  
by  13 p e r   c e n t   d u e  t o  r e v l s l o n s   I n  the rate s t r u c t u r e   a n d   a l l o w a n c e s  
introduced 1 n   t h e  1980 B u d g e t ,  ~t was e s t i m a t e d   t h a t   c h a n g e s  In t h e  t a x  
r a t e  for t h e  h r g h e s t  b r a c k e t   r e s u l t e d  zn a r e v e n u e  loss of a t  least 
M$100 m l l l i o n .   R e v e n u e  from lndlrect taxes grew by 28 per  c e n t   I n   1 9 8 0  
to  MS7.2 billlon, with t h e  fastes t  g r o w i n g  component b e l n g  Import d u t l c s  
which rose by about 3 5  p e r   c e p t  In l l n e  with t h e  strong growth of I m p o r t s  
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Tablt 2 .  Malayrria: Employment  and Labor Force, 1971-80 

1971-75 
Annual 

1980 
T h o u e a n i  

average 1976  1977  1978  1979 of pereor 

Employment 
Agr i cu l tu re ,   fo re s t ry ,   and   f i sh ing  
Minlng  and  quarrying 
Manufacturing 
Cons t ruc t ion  
U t i l i t i e s  
T ranspor t ,  8 t o r a g e ,  and communi- 

ca t   i ons  
Wholesale and r e t a i l   t r a d e  
Finance and lns  urance 
Government s e r v i c e s  
O t h e r   s e r v x e s  

e 

(Percentage  change per annum) 

1.5 1.6 
0.1 1.8 
8 .3  11.2 

1 2  .o 5 . 6  
5.1 5 . 1  

6 .3  3.9 
4 . 9  5 .O 
0 , 4 5 . 4  
5 . 5  5 . 4  
5 . 8  0 2  
” - 

0 . 7  
0.1 
7 . 4  
7.8 
5.1 

5 .n 

5 .O 
3.7 
8.0 
4 6  

0 .7  
1 . 1  
9 . 7  
8.2 
4.9 

4 . 5  
4.6 
4 0  
5 . 1  
4 . 3  - 

1.3 
1 . 3  
7.3 
7 . 7  
5 . 4  

4 8  
5.0 
4 4  
4 3  
4 . 5  - 

1,999.: 
91.4 

630. i 
211 . e  
29.2 

2 1 7 . 5  
586.7 
45 7 

648 .6  
195.5  - 

Tota l  employment 3.8 4 . 0  3 . 7  3.6  3.6  4,655.6 

Labor force 3 . 2  3 5  3.6 3.5 3 . 5   4 , 9 5 6 . C  

(As a per   cent   of  l a b o r  f o r c e )  

Unemployment r a t e  
7 . 2  6 . 4   6 . 3  6 . 2  6 . 1  2 8 5 . 0  
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Table 3. Malaysia: Summary of Federal Government Operations, 1976-81 

(In millions of ringgit) 

1980 1981 
1976 1977 1978 1979 Pre lim- Latest 

inary estimate 
estimate 

Revenue and grants 
Tax revenue 
Nontax revenue 
Foreign grants 

Expenditure and net lending 
Current expenditure 
Capital expenditure 
Net lending 
Adjustment for accounts 

payable 

Overall deficit 

Financing (net) 

External 
Project loans 
Market loans 

Domestic 
Banking system 


Central Bank 

Commercial banks 


Employees Provident Fund 
Others 1/ 

Memorandum items 
Ratios to GNP (in per cent) 

Total ,revenue 

Total expenditure 

Overall deficit 


6,138 
5,473 

649 
10 

8,114 
5,948 
1,334 

753 

43 

-1,976 

1,976 

369 
243 
126 

1,607 
7 

(-735 ) 
(742) 

667 
933 

22.7 
30.0 

7.3 

7,794 
7,134 

741 
3 

10,201 
7,257 
1,807 
1,207 

-70 

-2,407 

2,407 

534 
380 
154 

1,873 
466 

(-49 ) 
(515) 

854 
533 

25.1 
32.8 

7.7 

8,806 
7,992 

812 
4 

11,164 
7,610 
2,012 
1,606 

-64 

-2,356 

2,356 

541 
357 
184 

1,815 
-138 
(147) 

(-285) 
928 

1,025 

25.3 
32.1 

6.8 

10,466 
9,382 
1,081 

3 

11,898 
8,008 
2,514 
1,520 

-144 

-1,432 

1,432 

679 
278 
401 

753 
897 

(405) 
(492) 

1,081 
-1,225 

24.4 
27.8 
3.4 

13 ,461 
12,493 

968 

17,449 
10,767 
4,966 
1,716 

-3,988 

3,988 

309 
333 
-24 

3,679 
1,074 

(951) 
(123) 

1,131 
1,474 

28.8 
37.4 

8.6 

15,782 
14,371 

1,411 

21,600 
13,579 

6,011 
2,010 

-5,818 

5,818 

2,491 
500 

1,991 

3,327 

28.0 
38.3 
10.3 

Source: Data provided by the Ministry of Finance. 

1/ Includes the timing differences in recording between the Treasury and the Central 
Bank, as well as changes in government assets. 
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i n  1980 ,   Expor t   du t i ea   s l eo   ro se   eubs t an t i a l ly  by 34 per cen t ,  d e s p i t e  
t w e n u e   l o s e e e  estimated a t  M$352 m i l l i o n  due t o   t h e   r e v i s i o n s  of t h e  
commodity expor t  t a x  s t r u c t u r e   i n   t h e  1980  Budget ,   and  fur ther   loseee 
due t o  a change   i n   t he  method of comput ing   expor t   du t ieo  on rubber  
(Chapter  XI, S e c t i o n   b . ( l )  and the   Annex) ,   c f f ec t lve   i n   Oc tobe r ,   and   t he  
upJard ad iue tment   o f   the   th reshold   p r ices  for computing  export   duty on 
rubber ,  t i n ,  palm o i l ,  and   pepper ,   e f fec t  lve i n  December. The growth i n  
export   dut ie ls  was the resul t  o f   t h e   i n t r o d u c t i o n  of an export   duty on 
p e t r o l e u m ,   e f f e c t i v e  i n  Apr i l ,   wh ich   r a i sed  M$724 . . i l l ion,  o r   a b o u t  5 
per   cen t   o f   to ta l   revenue ,   dur ing   the   remainder  of t h e   y e a r .  

To ta l   expend i tu re  grew s h a r p l y  by MS5.6 b i l l i o n  i n  1980 t o  
MS17.5 b l l l l o n ,   r e f l e c t i n g   t h e   s t r o n g   e x p a n s i o n a r y   s t a n c e  of the  budget ,  
Curren t   expendi ture  t o ~ e  by about  34 per c e n t   t o  MS10.8 b i l l i o n  due 
p a r t l y  t o  the   pub l i c   s e rv i ce   s a l a ry   ad jus tmen t   i n   Ju ly ,   and ,   pa r t ly   t o  
the  expansion of t h e   p u b l i c   s e r v i c e   t o   i n c r e a s e  the  Government 's   capaclty 
t o  implement  development  projects. The t o t a l  government  wage b i l l  
increased  by about M$1 b l l l l o n   t o  MS4.7 b l l l l o n  i n  1980,   o r   about  4 3  per 
cent  of c u r r e n t   e x p e n d i t u r e s ,   A l s o ,   s u b s i d l e s   r o s e   s h a r p l y   i n  1980 a s  
the   subs ldy  on  paddy  and petroleum  products  amounted t o  MS661 m i l l i o n  
o r  more than   doub le   t he   l eve l  of  the   p rev ious   year .   Capi ta l   expendl -  
tures and ne t   l end lng   ro se  by about 66 pe r  cent i n  1980,  due t o  e f f o r t s  
to   s tep-up   the   implementa t ion  of deve lopment   p ro jec ts  i n  t h e   f i n a l   y e a r  
of t h e  TMP. 

The f inanc ing   of   the   government   def ic i t   o f  M$4 b i l l i o n  was mostly 
(MS3.7 b i l l i o n )  from  domestic  sources  (Table 3 ) .  O f  th l s   amount ,   about  
MS1.1  b i l l i o n  was ralsed  through  the  placement  of l o n g - t e r m   s e c u r i t i e s  
wlth  the  banking system; no new funds were ra l sed   t h rough   T reasu ry  b l i l  
t e n d e r s   d u r l n g   t h e  year. Another MSl.1 b i l l i o n  was r a i sed   t h rough   t he  
s a l e  o f  government s e c u r i t i e s   t o   t h e  Employees'  Provident  Fund.  Finally, 
ano the r  MS1.5 b l l l l o n  was r a i s e d  from o t h e r   s o u r c e s ,   I n c l u d i n g  a drawdown 
of  government a s s e t s .  The MS0.3 b l l l l o n   r a i s e d   t h r o u g h   e x t e r n a l   b o r r o w i n g  
r ep resen ted  drawdowns of proJec t   loans  from mult i la teral  a ld   agenc ie s  and 
development banks, t h e r e  were no drawdowns on fo re lgn  marke t   loans   dur lng  
t h e   y e a r ,  

b .  The 1981  Budget 
" 

The  1981  Budget s t r a t e g y  1'3 a g a i n   t o   o f f s e t  the  lmpact of weak 
e x t e r n a l  demand on  the  domestic  economy,  accordlngly,  the  Budget 1 s  
d e s l g n e d   t o  exert an  expanslonary  impact  on  aggregate demand. The l a t e s t  
e s t l m a t e s   l n d l c a t e  an i n c r e a s e  o f  about 24 p e r   c e n t   I n   t o t a l   e x p e n d i t u r e s  
and an i n c r e a s e  of 17 per   cen t   rn   revenue;  as a r e s u l t ,   t h e   o v e r a l l  
d e f i c i t  1 s  e s t i m a t e d   t o   I n c r e a s e  by about MS1.8 b l l l l o n   t o   e q u a l  
M$5.8 b i l l i o n   o r   1 0 . 3   p e r   c e n t  of GNP (Table  3 ) .  Severa l  new t a x  and 
o ther   measures   have   been   in t roduced   in   the   1981 Budget ~n o r d e r  t o  
stimulate product lon  or  r e d u c e   b o t t l e n e c k s   i n  ce r t am s e c t o r s  of t h e  
economy. A d e s c r i p t i o n  of these   measures  1s con ta ined  In t h e  Annex. 
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Unllke t h e  p r e v i o u s   y e a r ,  a s l g n l t ~ c a n t  p o r l l o n  o f  the 1981 o v e r a l l  
budget d e f l c l t  1s p l a n n e d  to b e  flnanced f r o m  e x t e r n a l  s o u r c e s  The 
a u t h o r l t l e s  a n t l c l p a t e  r a i s i n g  Y S 2  5 h ~ l l l o n  of  t h e  r s t l r n a t r d  d e f l c l t  of 
MS5.8 b l l l l o n   t h r o u g h   f o r e l g n  borrowings, o f  which a b o u t  M$500 m l l l l o n  
would b e  prolect  l o a n s   a n d   a b o u t :  MS2 bllllon  malkct borrowing (Table  3 ) .  

3. M o n e t a r y  a n d  p r l c c  dcvr.lopnwnts 

a. Y o n e t a r y   d e v e l o p m e n t s  

( 1 )  O v e r v i e w  o f  p o l l c y  a b l e c t l v r s  

T h e  prlmary - b ] e c t i v e  o f  mor lc ta ry  p o l l c v  1 1 2  1980 d n d  e a r l y  1981 
was t o  r e l n f o r c e  t h e   c o u n t e r c y c 1 1 c a l  unLure o f  f i s c a l   p o l l c y .  W l t h l n  
th rs  b r o a d   f r a m e w o r k ,   m o n e t a r y  p o l l c y  almed a t  ( 1 )   m a l n t a l n l n g  a 
c l ~ m a t e  of  m o n e t a r y  s t a b x l l t y  while m e e t l n g  the L l q u l d l t y  requirements of 
t h e   e c o n o m y ;  ( 2 )  promot l l lg l n v e s t r n e n t  I n  p r o d u c t i v e  rapaclty and  e n s u r l n g  
t h a t  bank credlt  was dlstrlbuted t o  s p e c l a 1  g r o u p s ,  s u c h  as  t h e  B u m l p u t r a  
community,  and p r l o r l t y  sectors  l n c l u d l n g  t h e  agricultural s e c t o r ,  small-  
scale e n t e r p r l s e s ,  and manufacturlng,  a n d  ( 3 )  e n c o u r a g l n g  d o m e s t l c  sav lngs  
while mlnlmlz lng  e a p l t a l  f l i g h t ,  In v ~ e w  o f  r l s l n g  I n t e r e s t  ra tes  a b r o a d ,  

These p o l l c y  objec t lves  called for lnonetary pollcy t o  b e  selec-  
t l v e l y  accornmodatlng t o  encourage prl-vate sector Investment: and t h e  



- 13 - 

expansion of  output ,   on  the  one  hand,   and t o  b e   R e l e c t l v e l y   r e s t r l c t i v e  
t o  dincourage apecu la t ion  and hoarding, on the   o the r .   Wl th ln  t h i s  frame- 
work, t he   mone ta ry   au tho r l t i e s   adap ted   t he l r   po l l cy   l ne t rumen to  t o  
changing  circumstances.  These instrument8  included  open  market  opera- 
t i o n s ,  swap rtrangementa  wlth  commerclal banke, and measures   to   Increase  
r e l i a n c e  on market  forces In  d e t e n n l n i n g   i n t e r e s t   r a t e s .  

In o r d e r  t o  enhance   t he   e f f ec t iveness  of open  market   operat lons,  
Bank Negara  actively  promoted  the  development of g r e a t e r   e f f i c i e n c y   o f  
the f i n a n c i a l   m a r k e t s .  Commercial   banks  were  a l lowed  greater   f lexlbl l l ty  
i n   s e t t i n g   t h e i r  own d e p o s i t  and l end ing   r a t e s  and were l e s s   s u b j e c t  t o  
p r e v i o u s l y   a p p l i e d   l i m i t s  on lending  or   moral   8uas1on  exerclsed by Rank 
Negara. l /  A s  a r e s u l t ,   i n t e r e s t   r a t e s  were adlus ted  w i t h  g r e a t e r   f l e x l -  
b l l l t y ,  The gap  between  the  lowest and t h e   h l g h e s t   I n t e r e s t   r a t e s  on 
12-month d e p o s i t s   i n  any g iven  month was as high as 2 . 7 5  percentage  
po in t s   i n   1980 ,  compared w l t h  1 percentage  polnt  In  1979; the r a t e   q u o t e d  
wi th   t he   h ighes t   f r equency  among t h e  commerclal  banks  ranged from 7-9 per 
c e n t   i n   1 9 8 0 ;   t h l s  ra te  h a d   b e e n   r e l a t i v e l y   s t a b l e   w l t h l n  the range of 
6.5-7.0 per   cent   ln   1979,  Maxlmum l e n d i n g   r a t e s   f o r   p r l o r l t y   s e c t o r s  
and  specla1  groups  cont lnued  to  be f ixed  by Bank Negara. Bank Negara 
a l s o  issued I t s  own s e c u r i t r e s   ( c e r t l f l c p r e s  0" d e p o s l t s ) ,  w i t h  m a t u r l -  
t i e s   v a r y l n g  from 18  months t o  36 months I n  an a t t empt   t o  promote t h e  
development of an act ive  secondary  market  In medlum-ten  paper .  These 
s e c u r l t l e s  were I n  a d d l t l o n   t o  two o t h e r  money market instruments 
(bankers   acceptances and n e g o t l a b l e   c e r t l f l c a t e s  of d e p o s l t s )   t h a t   w e r e  
ln t roduced  i n  1979 and  held m a l n l y  by t h e  nonbark pr lva te  s e c t o r .  

- 

Swap arrangements   were  a lso  provlded  to   comrnerclal   banks when the  
l i q u l d l t y   c o n d l t l o n  of commerclal   banks  deter iorated  and  s t rong  pressures  
on i n t e r e s t   r a t e s   e m e r g e d ,   p a r t l c u l a r l y   I n   t h e   s e c o n d   h a l f  o f  1980. 
T h e s e   f a c l l l t l e s  formed t h e   b a s r s  fo r  encouraglng f o r e i g n  bank  branch 
o f  f l c e s  t o  fa l se   funds   abroad  t o  s u p p o r t  t h e l r   l e n d i n g   o p e r a t l o n s .  

1/ Slnce  October  1978, i n t e r e s t  ra tes  on commerclal  bank  loans and 
tlGe and sav lngs   depos i t s   wl th   the   banking  system have ,  In p r l n c ~ p l e ,  
been  determlned by market   forces ,  The i n t e r e s t  r a t e s  whlctl t h e  commer- 
c i a l  banks  offered fo r  f lxed   and   sav lngs   depos i t s  and the  l e n d l n g   r a t e s  
which t h e y  charged t h e l r  prime cus tomers   remalned   re la t lve ly  s t a b l e .  
This  was due  p a r t l y   t o  Bank Negara ' s   po l lcy  of m a l n t a l n l n g   t h e  maxlmum 
i n t e r e s t  r a t e  t o  be  charged by the  comrnerclal  banks for loans t o  the 
Rumlputra   ( lndlgenous)   communlty,   smal l -scale   enterpr lses ,  and Ind l -  
v l d u a l s  for  h o u s i n g   a t  9 pe r   cen t  per annum. Another   fac tor  was t he  
cons t an t   In Jec t lon   o f   l oanab le  f u n d s  In to   t he   bank lng  system a r l s l n g  
from t he   f avorab le   ba l ance  of  payments d u r i n g   t h e   p e r i o d  1979 t o   e a r l y  
1980. I n   a d d r t i o n ,   t h e   I n t e r e s t  rates o f f e r e d  by the  commerclal   banks 
were st111 a t t r a c t l v e  t o  t h e  general p u b l l c  i n  an envlronment of r e l a -  
t l v e l y  low l n f l a t l o n .  
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( 2 )  M o n e t a r y   a g g r e g a t e s  

The   yea r - to -yea r   g rowth  of n a r r o w   m c n e y   d e c l i n e d   g r a d u a l l y  t o  
a b o u t  15 per c e n t  1n l a t e  1980 from over 1 9  per c e n t  e a r l i e r  i n  the  year 
( T a b l e  41, and was b r o a d l y  in l i n e   w r t h  t h e  increase i n  real Income of 
a b o u t  7-8 p e r  c e n t   a n d   t h e  r a t e  of I n f l a t L o n  o f  a b o u t  7 p e r   c e n t  for the  
y e a r  as a whole .  The d e c e l e r a t i o n  of t h e   g r o w t h  of narrow money over 
t h e  y e a r  was d u e   p a r t l y  t o  i n c r e a s e s   i n   . n t e r e s t  ra tes  on d e p o e l t s  and 
o t h e r   f l n e n c l a l   a s s e t a .   T h e   y e a r - t o - y e a r   g r o w t h   i n   q u a s i - m o n e y ,   h o w e v e r ,  
a c c e l e r a t e d   t h r o u g h   t h e   f i r s t   t h r e e   q u a r t e x - s  of 1980, r e a c h i n g  35 p e r  
cent  i n   t h e   t h l r d   q u a r t e r ,   c o m p a r e d   w l t h  29  p e r   c e n t  a t  end-1979, This 
r a p l d   e x p a n s i o n   p a r t l y   r e f l e c t e d   r l s l n g   i n t e r e s t  rates o n   d e p o s i t s ;   t h e r e  
w a s  a d l s t l n c t   s h l f t   i n   t h e  portfolio cholce  of the private sector In 
f a v o r  of d e p o s r t s   w l t h  shorter m a t u r l t l e s  (Table 51, m a i n l y   i n   r e s p o n s e  
t o  a h i g h e r  r a t e  of r e t u r n   o n  such deposita a n d   i n c r e a s e d   u n c e r t a l n t y  
over t h e  ylelds o n   l o n g e r - t e r m   f l n a n c l a l  asse ts .  F u r t h e r  m n e t l z a t r o n  
o f   t h e  economy and the c o n t i n u e d   r e p a t r l a t l o n  of f u n d s   b y   t h e   n a t i o n a l  
p e t r o l e u m   c o m p a n y   ( P e t r o n a s )  a l so  c o n t r l b u t e d   s l g n l f l c a n t l y .  However, 
t he   g rowth   In   quas r -money   s lowed  down somewhat   toward   the   end  of 1980 i n  
t h e  face of a weakenlng  I n  t h e   b a l a n c e   o f   p a y m e n t s .  As a r e s u l t ,  t o t a l  
l l q u l d l t y   ( n a r r o w   a n d   q u a s l - m o n e y )  of t h e  banking s y s t e m   i n c r e a s e d  by 
a b o u t  2 7  per c e n t   d u r l n g  1980. T h e   m a j o r   f a c t o r s   c o n t r l b u t l n g  to t h l s  
g rowth  were t h e  s h a r p   I n c r e a s e s   I n   n e t  clalms on t h e   g o v e r n m e n t   s e c t o r  
a n d   c r e d l t  t o  the  p r l v a t e  sector .  Net f o r e l g n  a s s e t s  of t h e   b a n k i n g  
s y s t e m ,  which l n c l c a a r a  L, r>r;ly MS0.2 b l l l l o n   I n  1980, c o n t r l b u t e d   l l t t l e  
t o  t h e   l i q u l d l t y   e x p a n s i o n ,  17 s h a r p   c o n t r a s t   t o  1979 when t h e y   l n c r e a s e d  
b y  MS2.4 b i l l l o n  and c o n s t l t u t e a   t h e   p r l n c 1 p a l   s o u r c e  of l l q u i d l t y  
i n c r e a s e .  

The m o d e s t   i n c r e a s e   I n   n e t   f o r e l g n  a s s e t s  1980 was l a r g e l y  a r e s u l t  
of a less  r a p i d  Increase (MS1 b l l l l o n )  In n e t   e x t e r n a l   r e s e r v e s  of t h e  
C e n t r a l  Rank, compared w ~ t h  a n   a c c u r n u l a t l o n  of almost MS1.8 b l l l l o n   i n  
t h e   p r e v l o u s  year. Much of t h l s   e x p a n s l o n  was l a r g e l y  offset by a n  
I n c r e a s e  of MS0.9 b l l l l o n   I n   t h e   n e t   l l a b l l l t l e s  of t h e  commercial banks ,  
r e f l e c t l n g  t he  r e p a t r l a t l o n   a n d   b o r r o w i n g   o f   f u n d s  from abroad  t o  r e l i e v e  
p r e s s u r e s  o n  t h e   d o m e s t l c  money m a r k e t ,   p a r t i c u l a r l y   I n  tne s e c o n d   h a l f  
of the y e a r ,   a n d  t o  s u p p o r t   t h e   b a n k s '   l e n d l n g   o p e r a t i o n s .  

U n l l k e   t h e   p r e v l o u s   y e a r ,   g o v e r n m e n t   b u d g e t a r y   o p e r a t l o n s   e x e r t e d   a n  
e x p a n s l o n a r y   I m p a c t   o n   l l q u r d l t y   I n  1980. N e t  c la lms  on Government I n -  
c r e a s e d  by MS1.2 b l l l l o n   d u r l n g   t h e  year, compared   wl th  a d e c l l n e  of 
MS1.7 b l l l r o n   d u r l n g  1979. The s h a r p   t u r n a r o u n d ,   a r n o u n t l n g  t o  MS2.9 b l l -  
l l o n ,   r e f l e c t e d   n o t   o n l y   t h e   c o u n t e r c y c l l c a l   s t a n c e  of f l s c a l  pollcy I n  
t h e  face of a marked  weakenlng of e x t e r n a l   d e m a n d ,   b u t  also t h e  Govern- 
m e n t ' s   e f f o r t s   t o   I n c r e a s e   t h e   l m p l e m e n t a t l o n  of I n v e s t m e n t   p r o J e c t s  
d u r l n g   t h e  l a s t  y e a r   o f  t h e  r h l r d  Malaysla P l a n ,   a n d   t o   f l n a n c e   s h a r p  
increases  I n   c u r r e n t  expenditures, l n c l u d l n g   t h e   p a y m e n t   o f   h l g h e r  wages 
t o  c l v l l  servants a n d   d l s b u r s e m e n t s  on s o c l a l  and economic services.  
C r e d i t  t o  t h e   p r l v a t e  sector  ~ n c r e a s e d   r h p l d l y   t h r o u g h o u t  1980, b o t h  as a 
r e s u l t  of the  s t r o n g   s u r g e  1n b u s i n e s s   a n d   i n v e s t m e n t   a c t i v i t y ,  as w e l l  
as t h e  o f f i c l a l  p o l l c y   e n c o u r a g l n g   l e n d l n g  t o  p r i o r i t y  sectors.  The in- 
crease i n  c r e d i t  was u t l l l z e d   r n a l n l y  t o  flnance m a n u f a c t u r i n g   a n d  cons- 
t r u c t m n  a c t l v l t y ,  real es ta te  d e v e l o p m e n t ,   a n d   r e s i d e n t i a l   h o u s m g .  
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Table 4. h l r y s i a :  Monetary Survey, 1977-80 

1980 
1977 1978 1979 narch June Scpt . Dec 

Domestic c rcd i  t 
O f  which: 

Net claims on govern- 

Credi t t o   p r i v a t e   s e c t o r  
men t 

Broad money 
O f  which: 

Narrow money 
QLasi-money 

0 
Other 1 iab i  1 i t  ies  (net )  

Net fo re ign  a s s e t s  

Domestic c r e d i t  
O f  which: 

Cred i t  t o  p r i v a t e   s e c t o r  

Broad money 
O f  wh ich:  

Narrow money 
Quas i -money 

Other 1 i ab i  1 i t  les (net )  

( I n  - m i  1 1  ions of r insqi  t ,  end o f  the per iod)  

6,291 6,678 9 , )  15 9,582 10,019 9,931 9,304 

10,183 12,644 13,941 15,793 17,556  18,601  20,775 

6,127 7,242 8,486 8,918 9,119 9,361 9,757 
8,734  10,278  13,252  14,755  16,043  16,423  17,775 

1,613  1,800 1,320 1,659  2,416 2,748 2,543 

(Year-to-year  percentaqe  change) 

9 .9  6.2 36.5 28.3 20.5 95.6 2 . 1  

20.1 29.6  25.9  32.5  38.9 43.0 38.2 

16.4 17.9 24.1  28.0  26.9  27.7 26  7 

16 .4  18.2 17.2 19.4 17.7 17.0 15.0 
16.2 17.7 28.9 33.9 32.8 34.7 3 4 . 1  

3.4 11.6  -26  7 2.2 78.2 82.3 93.1 

Source: IMF, IFS. - 
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Table 5. M ~ l r . y ~ i a :  P r i v a t e   D e p a a i t r   w i t h  the Financial Syrtem, 
19'17-80 

(Percentage changes)  

1977  1978 1979 1980 

T o t a l  depoeits L/ 1 6 , 8  19.2  2 0 , 4  22.3 

Of which: Lee8 t h a n  one year - 2 /  13.0 2 2 . 0  20.0  35.3 

One year 18.9 4.6 27.7 1.8 

Mote t h a n   o n e   y e a r  54.3 101.1 9 0 . 5  19.1 

Sources :  Bank Negara ,   Malays ia ,   Annual  Report and   S t a t emen t  of  

1/ Rgfere t o  demand,   sav ings ,  and f l x e d   d e p o s i t s  wrth commercial   banks,  

- 2/  I n c l u d e s  demand and s a v i n g s   d e p o s i t s .  

A c c o u n t s ,   v a r i o u s   i s s u e s .  

f i z a n c e  companies, n a t i o n a l   s a v i n g s   b a n k s ,   a n d   o t h e r s .  

The combined  expanslonary  Impact  on l l q u r d l t y  of t h e  i n c r e a s e s   i n   t h e  
ex terna l  see tar  and t o t a l   d o m e s t l c   c r e d l t  was, to a Large e x t e n t ,   o f f s e t  by 
s h a r p  r ises  i n   " o t h e r "   ( n e t )   l ~ a b l l ~ t i e s  of t h e   b a n k l n g  system, w l t h   a n  
I n c r e a s e   I n   t h e  l a t t e r  a c c o u n t i n g  for  o v e r  17 p e r   c e n t  of t h e  combined 
t o t a l  i n c r e a s e   I n   n e t   f o r e i g n  assets a n d   d o m e s t i c   c r e d i t .  Thls was 
i n   s h a r p   c o n t r a s t  t o  a n   e x p a n s l o n a r y   l m p a c t   d u r i n g  1979 .  The t u r n a r o u n d  
was p a r t l y   a c c o u n t e d  f o r  by t h e  Issue of  C e n t r a l  Bank C e r t l f l c a t e s  and an  
l n c r e a s e   i n  the reserves of tbe bank lng   sys t em,  

The r a t e  o f   l l q u l d l t y   e x p a n s i o n  In 1981 1 s  e x p e c t e d  t o  d e c l l n e  grad- 
u a l l y  over t h e   y e a r ,  w i t h  the  a n t l c l p a t e d   c o n t l n u e d   I n c r e a s e  i n  o u t p u t  and 
the  gradual d e c e l e r a t r o n   I n   p r l c e   I n f l a t L o n .  As I n  1980, t h e  e x t e r n a l  
s e c t o r  IS env l saged  to c o n t r l b u t e  l l t t l e  t o  l l q u l d l t y   e x p a n s i o n ,   d u e   r n a l n l y  
t o  t h e   c o n t r n u e d   w e a k n e s s   o f   e x t e r n a l  demand f o r   M a l a y s i a ' s   m a J o r   e x p o r t s .  
C r e d i t  t o  t h e  p r l v a t e   s e c t o r  1s a l so  expec ted  to i n c r e a s e  a t  a slower ra te  
t h a n   I n   t h e   p r e v i o u s   y e a r ,   w l t h  a c o n s l d e r a b l e  s lowdown  expec ted   In   l nves t -  
ment a c t l v l t y .   G o v e r n m e n t   b u d g e t a r y   o p e r a t l o n s  are l l k e l y   t o   e x e r t  a 
c o n t i n u e d   e x p a n s i o n a r y   l n f l u e n c e   o n  money s u p p l y ,  as a s l g n l f l c a n t   p o r t l o n  
of the  b u d g e t   d e f l c r t  is e x p e c t e d  t o  be f inanced   by   bor rowing  from t h e  
banking sector.  

( 3 )  Bank Z l q u l d l t y   a n d  money m a r k e t s  

Money m a r k e t   c o n d i t i o n s   t i g h t e n e d   c o n s l d e r a b l y  for most of 1980, 
due  t o  a m a r k e d   i n c r e a s e  In demand f o r  bank loans t o  s u p p o r t  vigorous 



economic a c t i v i t y ,  on the one h a n d ,  and 1 rrignificant alowdown i n  the 
growth of bank depos i t s   r e f l ec t ing  a gradual weakening of the   balancr  
of payrncntr a i t u a t i o n ,  on the   o ther .  The l i q u i d i t y  r a t i o  of the com- 
mercial bankn declined  cantinuaualy during t he  18-month  period  cndinff i n  
the t h i r d  quar te r  of 1980 (Chart 2 1 ,  standing  a t  21.5 per cent a t  the end 
of September 1980, compared w i t h  2 5 . 7  per cent   a t  the end of 1979, before 
increaa ing   to  23,2 per cent by the end of the year;   the mlnimum required 
r a t i o  haa been 20 per cent  eince March 1979, Similarly,  the  primary 
l i q u i d  aesete   ra t io   decl ined for moet of 1980, reaching  11 pet cent   a t  
end-September 1980, againat  the minimum requi red   ra t io  of 10 per cent Ln 
e f fec t  from Match 1979, 

Rpflecting  the  t ighter  conditions i n  the moncy market ,   in terest   ra tes  
moved h q h e r  i n  the second h a l f  of 1980, from r e l a t i v e l y   s t a b l e  and low 
levele i n  1979 and ear ly  1980, Dur ing  the period of tighteRt  monetary 
conditions,   overnight money waR t ransac ted   a t  an average   in te res t   ra te  of  
7 .6  per  cent i n  August, and, 7-day money, at  11.7  per  cent i n  October, 
compared w i t h  4.7 per cent and 5 . 3  per ce , , t ,   r e spec t ive ly ,  i n  January  
1980, The higher  intereAt  rates i n  the moncy market  were oon ref lected 
i n  i n t e r e s t   r a t e s  on depoelt 8 ,  bank loans,  and advances. During 1980, 
t he   l n t e reo t   r a t e s  on time d e p o s i t s  ( acco rd ing  t o   t h e  most frequently 
quoted ra tes )   increased  by about 2-3 percentage  points,   reaching 8 , 5 - 9  per 
cent i n  December 1980, depending on matrlrl ly  categories,  while the prime 
r e t e  was increased   to  8 , 5  per cent i n  l a t e  1980 from 7 . 5  per  cent which 
had been I n  e f fec t   s lnce  1977, Average l e n d l n g  r a t e s  have generally been 
about 2 percentage  points above the  preval l lng prim r a t e  I n  recent  years 
(Appendix Tab le  XVI) . 

I n  order to  relieve  presRures on i n t e r e s t   r a t e s ,  Rank Negara con- 
ducted open market operatlons and provided swap f a c l l l t l e s  wtth  commercial 
banks 8 s  necessary,   especial ly  d u r i n g  t h e  second ha l f  of the year ,  These 
banks i n  turn  provided swap fac i l i t l e s  w i t h  branch off  Ices of foreign 
banks, I n  so doing,  they  provided a premium on the forward r l n g g l t  so 
t ha t  forelgn bank branch of flees cou ld  more or  less compensate foy the 
in t e re s t   r a t e   d i f f e ren t i a l s   aga ins t   t he   r i ngg i t .  W l t h  th i s   p rovis ion ,  
these  foreign banks were ab le   t o  borrow  abroad to  support   thelr   lending 
a c t l v l t y  i n  Malaysla.  Furthermore, Bank Negara  advised  commercial  banks 
to   cut  back on the   p rac t lce  of overdraft  lendrng and cautioned them not  
t o  lend t o  their   customers  for outward a rb l t rage .  

The pressure on the money mari,et eased somewhat i n  the f o u r t h  quar te r  
of 1980,  There was 8 noticeable  slackening I n  demand for  loans from 
October  onward,  while bank resources   increased   s ign i f icant ly ,   re f lec t ing  
par t ly   tne   fur ther  Inflows of funds from abroad and the   addl t lona l   l s sues  
of nego t i ab le   ce r t i f l ca t e s   o f  deposits. As a r e s u l t ,  some i n t e r e s t  
rates, par t icu lar ly   in te rbank  ra tes ,   eased   s l igh t ly ,  and the l i q u l d l t y  
posi t ion of t he  commercial  banks  improved somewhat during the fourth 
quar te r .  
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A s  t h e  l i q u l d i t v  c o n d l t l o n  of the hank lng  s y s t e m  tightened 
c o n r i d e r a b l y  for t h e  RrPJater p e r t  of 1979-80, t h e  f i n a n c i a l  inetitutions' 
ccnnpe t l t i on  for  p r i v a t e  sector f u n d s   i n c r e a s e d ,  A t  t h e  same time, 
financial l n f i t i t u t i o n e  became i n c r e a s i n g l y  conBciouB of market f o r c e s  i n  
determining t h e i r   a l l o c a t i o n  of c r e d i t  t o  borrowers. 

Agalne t   t h i s   background ,   Bank  Negara h a d   e s t a b l i s h e d ,  i n  August 
1979, a set  of g u l d e l l n e s   o n  the d l r e c t l o n  of l e n d i n g :  

( a )  The commerclal  banks  a s  a whole were r e q u i r e d  t o  e x t e n d  
t h e i r  c r e d l t  t o  c e r t a l n   s p e c i f l e d   p r i a t l t y   g r o u p s  or  s e c t o r s  i n  such a 
wav t h a t   t h e   t o t a l   o u t a t a n d t n g   e t  the end of  1980 would be a t  l eas t  8 

c g r t a l n   p r o p o r t L o n  of t h e  t o t a l   l o a n s   o u t s t a n d l n g  a t  t h e  end of June   1979.  
The s p e c i f l e d   p r l o r l t y  groups  o r  s e c t o r s   i n c l u d e d   t h e   B u r n i p u t r a   c o m m u n i t y ,  
s m a l l - s c a l e   e n t e r p r l s e s ,   s g r l c u l t u r a l   f o o d   p r o d u c t l o n ,   m a n u f a c t u r i n g ,  
a n d   c o n s t r u c t l o n  of 1 r .d lv ldua l  houses.  

( b )  S l m l l a r l y ,   f l n a n c s   c o m p a n i e s  were also t o  e x t e n d   l o a n s  
t o  t h e  s p e c l f ~ e d  p r i o r i t y  sec tors  so as t o  meet t h e  rnlnlmum r e q u l r e m e n t s  
by end-1980, as  s e t  a u t  by t h e  g u l d e l l n e .  These  p r l o r l t y   s e c t o r s   c o n -  
s is ted of the R t l m l p u t r a   c o m m u n l t y ,   l n d l v l d u a l   h o u s l n g ,   s m a l l - s c a l e   e n t e r -  
p r l a e s ,  and t h e  broad g r o u p  of  agrlrt l l ture ,  f o r e s t r y  and f l s h l n g ,  manu- 
f a c t u r l n g ,  and b u l l d r n g   a n d   c o n s t r u c t l o n ,  including p r o p e r t y   d e v e l o p m e n t .  

By t 5 e  cnd af 1 G e O ,  the comrnerclal banks as  well 8s  t h e  f l n a n c e  
companles as a group  had compl led  w i t h  a l l  t h e  g u l d e l l n e s   o n   l e n d l n g   t o  
t h e   p r l o r l t y  sec tors ,  1 n  fact, l o a n s   e x t e n d e d   t o   t h e s e  sectors  often 
exceeded tl;e mlnlmum r e q u l r e m e n t s  by s u b s t a n t r a l   m a r g l n s   ( T a b l e  6 ) .  While 
t h e   o v e r a l l   r e c o r d  o n  l e n d l n g  t o  t h e  p r i o r i t y   s e c t o r s  was s a t i s f a c t o r y ,  
t h e   p e r f o r m a n c e   v a r i e d   s l g n l f r c a n t l y  among I n d l v l d u a l  banks a n d   f i n a n c e  
companies, w i t h  some e x p e r l e n c l n g   s h o r t   f a l l s .   I n s t i t u t i o n s   t h a t   f a i l e d  
t o  meet t h e  m l n l m u m  requ l r e rnen t s  by t h e  end of 1980 were r e q u l r e d   t o  
p l a c e   w l t h  Rank Negara d e p o s l t s  equal t o   t h e l r   r e s p e c t l v e   s h o r t f a l l s .  
The funds  were t o   b e  placed f o r  one  year a n d ,   I n   t u r n ,   w o u l d  be  o n - l e n t  
t o  t h e  p r l o r l t y  s e c t o r s  t h r o u g h  those r n s t l t u t l o n s  whlch compl i ed   w l th  
a l l  t h e   g u l d e l l n e s  o n  l e n d l n g   t o   t h e s e  s ec to r s .  

a 

Durlng  1980, bank l o a n s  for  c o n s t r u c t l o n ,   l a n d   d e v e l o p m e n t ,   a n d  
r e s l d e n t l a l   h o u s l n g   I n c r e a s e d   r a p l d l y ,   r e f l e c t l n g   t h e  continued s t r o n g  
g r o w t h   I n   e f f e c t i v e  demand emanating from t h e  e x p e c t a t l o n  of  t h e   r i s i n g  
s t a n d a r d  of  l l v l n g  t h a t  was envisaged I n  the  development   p lan .  A t  t h e  
same tlrne, b e c a u s e  of a d m l n l s t r a t l v e  and t e c h n l c a l   c o n s t r a i n t s ,   t h e  
a v a i l a b i l i t y  of r e s l d e n t l a l   l a n d ,   s k i l l e d   w o r k e r s ,   a n d   c e r t a l n   b u l l d i n g  
m a t e r i a l s   c o u l d   n o t  b e  s u b s t a n t i a l l y   i n c r e a s e d   I n   t h e   s h o r t   r u n .  As a 
r e s u l t ,   t h e   p r i c e s  of c o n s t r u c t l o n   m a t e r i a l s ,   l a n d ,   a n d  houses i n c r e a s e d  
s i g n i f i c a n t l y   d u r l n g   1 9 8 0 .   I n  order to  dampen s p e c u l a t l v e   d e m a n d ,  Bank 
Negara, i n  December 1 9 8 0 ,   i s s u e d  a set of q u a l i t a t i v e   g u i d e l i n e s  to com- 
m e r c i a l   b a n k s  outlining t h e   c r i t e r i a   f o r   g r a n t i n g   l o a n s  for c o n s t r u c t i o n  
and hnusing. The commercial banks  were r e q u e s t e d  t o  p r o v r d e   b r r d g l n g  
f i n a n c e   o n l y  to h o u s l n g   s c h e m e s   t h a t   h a d   a l r e a d y  been approved  by t h e  
authorltles and were ready for lmplernentatlon. 



40 

35 

30 

25 

20 

15 

9 '  

8 

7. 

CHART 2 

MALAYSA 
LIQUIDITY RATIO AND MONEY MARKET RATES 

. . . . . . . . . . . . . . . . . . . . . . . .  

2 1 .  . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . .  
1978 1979 1980 

Source Bank N w r s  Matavsla Monfhly StRt/St/CS/ Supplement 
Aatlo amlled to Commarclal Banks. end of wnod. 

(Per cent per annum) 

CaiJ rates a 

3-month deposit rate / r 



. 
- 19 - 

Table 6 .  Malaysia:   Compliance  with  Lending  Guidelines 
Se lec t ed   Sec to r s  

Actual 
M i  n imum Perfor -   Share   a t   end-  

Requirements I 1/ mance - 2 /  net. 1981 3/ 
~ ~~ 

Commercial banks '   lending 

Bumiputra 17 .O 

Small-bcale enterprises 20 ,o 

Agricul tural   food  product  ion 6.0 

Finance  companies '   lending 

Bumlput ra 1 7  .O 

Hous i ng 2 0  .o 

Smal l - sca l e   en t e rp r i se s  28 .o 

29.8  18.6 

28.9 16 .O 

9 .5  6 .O 

3 4 . 7  2 2 . 1  

2 7 . 2  1 7 . 3  

4 7 . 4  3 0 . 3  

Source.  Bank Negara  Malaysla,  Annual Report, 1980. 

1/ The mlnlmum r e q u i r e d   r a t i o  of t h e   l o a n s   ( t o   t h e   p r i o r i t y   s e c t o r )  
o u t s t a n d i n g   a t  end-1980 t o   t h e   a c t u a l   t o t a l   o u t s t a n d i n g  a t  end-June  1979. 

2 /  The r a t i o  of the a c t u a l   l o a n s   o u t s t a n d l n g  a t  end-1980 to  t h e   a c t u a l  
toTal   ou ts tanding  a t  end-June 1979. 

3 /  The s h a r e  of the   loans   ou ts tanding  as per cent  of toca l   ou t s t and lng  
at-end-1980. 

I n   o r d e r   t o   i n c r e a s e   t h e   r o l e  of s m a l l - s c a l e   e n t e r p r i s e s   I n   r a l s l n g  
the   p roduc t lve   capac i ty  of the  economy, a s p e c i a l   l o a n  scheme was intro- 
duced  on  January 1, 1981 t o  be Implemented by the   Credi t   Guarantee  
Corpora t ion   in   conJunct lon   wi th   the   commerc ia l   banks .  Under the  scheme, 
s m a l l - s c a l e   e n t e r p r i s e s   a r e   d e f i n e d  as r e g l s t e r e d   b u s i n e s s e s  and e n t e r -  
p r i ses   engaged  I n  a g r l c u l t u r e   w i t h   n e t   a s s e t s  of  up t o  YS250,OOO; 
p r a c t i c i n g   p r o f e s s l o n a l s ,   l n d l v l d u a l   p e r s o n s  who a r e   n o t   r e g l s t e r e d   t o  
c a r r y  on b u s l n e s s   a c t l v l t l e s   ( o t h e r   t h a n  farmers and  persons  engaged  in  
a g r i c u l t u r e ) ,  and nonproduct lve   bus inesses  were excluded from the  scheme. 
The main   fea tures  of t h e  scheme Inc lude .  
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( 1 )  L o a n s   u p  t o  MS50,OOO may be m a d e   w i t h o u t   e e c u r l t y   a n d   m u a t  
be a c c e p t e d   f o r   g u a r a n t e e  by t h e  C r e d i t   G u a r a n t e e   C o r p o r a t i o n ,   w h i c h  may 
g u a r a n t e e  6 0  per cent of a n y   a p p r o v e d  bank loant?, and   wou ld  receive f rom 
a commercial bank  a g u a r a n t e e   f e e  of 0 . 5  p e r  c e n t  p e r  annum on t h e  o u t -  
s t a n d i n g  value of loans. 

( 2 )  A f i x e d  r a t e  of i n t e r e s t  of 7 . 5  p e r   c e n t  per annum vi11 be  
c h a r g e d ,  and l n t e r e e t  paymentR  made by t h e   b o r t o w c r  w i l l  b e   e l l g i b l e  €or 
d o u b l e   d e d u c t  I o n  for  income tax  p u r p o s e s .  

( 3 )  Commetclal b a n k s   w o u l d  be e l r g l b l e   f o r  a t a x   r e b a t e   o f  
2 per c e n t  per annum on l o a n s   e x t e n d e d   u n d e r   t h e  scheme, The i n i t i a l  
response t o  t h i s  s c h e m e   h a s   b e e n   e n c o u r a g i n g .   S m a l l - s c a l e   e n t e r p t l s e q  
a r e  e x p e c t e d  t c  b e n e f i t  from some r e d u c t l o n   i n   t h e i r   c o s t s  df  c a r r y l n g  
o u t   t h e i r   b u s l n e s s   a c t i v l t l e s  while t h e  c o m m e r c i a l   b a n k s  w i l l  b e  m r e  
w l l l l n g   t o   l e n d  t o  t h e s e  e n t e r p r l s e s  u n d e r   t h e   s c h e m e   i n   y e a r s   a h e a d .  

b .  Pr lce  d e v e l o m e n t s  

F o l l o w l n g  a p e r i o d  of low r a t e s  of p r l c e   I n c r e a s e s   ( a v e r a g l n g  4 p e r  
c e n t   p e r   a n n u m )   I n   t h e   s e c o n d   h a l f  of  t h e  19709, inflation a c c e l e r a t e d  
c o n s i d e r a b l y   d u r l n g   1 9 8 0 .  I n  p a r t l c u l a r ,   p r l c e s  of n o n f o o d  Items In- 
c r e a s e d   s h a r p l y   d u r l n g   t h e  y e a r ,  r e a c h i n g  a y e a r - t o - y e a r   I n c r e a s e  of 
11 p e r   c e n t   t o w a r d   t h e   e n d  of 1 9 8 0 ,   c o m p a r e d   w l t h   a b o u t  5-6 per c e n t  I n  
t h e  s e c o n d   h a l f  of 1 9 7 9   ( T a b l e  7 a n d   C h a r t  3 ) .  The acceleration was 
a t t r l b u t a b l e  m a l n l v  t o   r a p l d l y   r l s l n g   I m p o r t   p r l c e s  (especially t h e  
h l g h e r  c o s t s  of l n t e r m e d l a t e   I n p u t s   a n d   e n e r g y ) .   S h a r p   I n c r e a s e s  In 
e x p o r t   p r l c e s  In 1979  and e a r l y  1980 a n d   t h e   s u s t a l n e d   g r o w t h  of a g g r e -  
ga t e   demand  also  c o n t r l b u t e d ,   w l t h   l a g s ,   t o   p r e s s u r e   o n   p r l c e s .  

T h e   I n c r e a s e d   d e m a n d  for c e r t a l n   b u l l d i n g   m a t e r l a l s   s u c h  as cemen t  
a n d  &tee1  b a r s ,  i n  c o n J u n c t l o n   w l t h   p r i c e   c o n t r o l s   o n   t h e s e  Items l e d  t o  
t h e   e m e r g e n c e  of p a r a l l e l   m a r k e t s .  To alleviate t h i s   s l t u a t l o n ,   t h e  
G o v e r n m e n t   r e d u c e d   t h e   I m p o r t   d u t y  on cement a n d   r a l s e d   t h e  controlled 
p r l c e s  of s t e e l  b a r s  by o v e r  11 p e r  c e n t   I n   1 9 8 0  and b y   a b o u t  10 p e r  cent 
I n   e a r l y   1 9 8 1 .  The c o n t r o l l e d   p r i c e  of cemen t  w a s  also r a l s e d   b y   o v e r  
20  per ,.-nt I n  March 1980. I n   a d d i t i o n ,   p r l c e s  of e s s e n t i a l  items s u c h  as 
food  and p e t r o l e u m   p r o d u c t s  1/ were r a l s e d  I n  o r d e r  to pass o n   I n c r e a s e s  
In cos t s  

- 

Under t h e   C o n t r o l  of S u p p l l e s   A c t  of 1961 a n d   t h e   P r l c e   C o n t r o l  
O r d e r  of 1 9 7 7 ,  19 t y p e s  of e s s e n t i a l  goods are l l s t e d  as  c o n t r o l l e d  

1/ See C h a p t e r  I V ,  S e c t i o n  2 ( E n e r g y )  for  a more d e t a l l e d   d l s c u s s l o n  
on-developments  I n  p r l c e s  of p e t r o l e u m   p r o d u c t s .  
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Table 7. Malaysia: Price Developments, 1976-80 

(Year-to-year percentage change) 

Consumer Prices Unit Value Unit Value 
Food Non-Food of of 

Tot e l  items items Import 8 Exports 

19 76 2 . 6  - 2.0 - 3.2 - 1.6 - 2 2 . 5  - 
1.2 
2 . 5  
3.1 
3.7 

-0.2 
2 1  
2 . 6  
3.5 

2.5 
2.9 
3.6 
3.9 

2 .5  
1.7 
2.0 
0.2 

7 . 1  
2 5 . 2  
2 5 . 9  
31.8 

Qtr. 1 
Qtr, 2 
Qtr. 3 
Qtr. 4 

1977 4 .7  - 5 . 5  - 4.2 - 2 . 6  - 10.2 - 
Qtr. 1 
Qtr. 2 
Qtr. 3 
Qtr. 4 

4.4 
4.1 
5.0 
5 . 7  

4.9 
4.5 
6 . 2  
6.5 

4.0 

3.9 
5.0 

3 . 8  
0.6 
4.2 
2 . 8  
2 . 9  

17.3 
10.1 
13.3 
0 . 1  

1978 4 .9  - 4 . 9  - 4.9 - 2 . 5  - 6 . 3  - 
Qtr. 1 
Qtr. 2 
Qtr. 3 
Qtr. 4 

4 . 3  
5 . 3  
5 . 5  
4.5 

3.8 
5.6 
5.8 
4.4 

4.8 
5.0 
5.1 
4 . 5  

2.1 
0.9 
3.4 
3.5 

0.5 
4 . 9  
5.2 

14.5 

19 79 3.6 2.3 - 4.8 - 27.9 - 7 . 2  - 
3.6 
3.7 
3.2 
4.0 

3.2 
3.0 
1.4 
1 . 5  

3.9 
4.3 
4.7 
6 . 2  

3.1 
7.0 
7 . 2  

11.4 

22.0 
28.9 
32.7  
27.9 

Qtr. 1 
Qtr. 2 
Qtr. 3 
Qtr. 4 

1980 6.7 3 . 7  9 . 8  - ... - ... 
Qtr. 1 
Qtr. 2 
Qtr. 3 
Qtr. 4 

6 . 4  
6.0 
7.0 
7.5 

3.3 
3.6 
3.3 
4.4 

9.0 
8.2 

10.9 
11.0 

19.3 
20.8 
20.8 

3 6 . 2  
16 .3  

2 . 0  ... ... 

e Sources: Bank Negara Malays ia ,   Month ly   S ta t l s t ica l   Supplement ,  IFS 
Data Fund and staff estimates. 
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items;l/ - 8 of t h e m  a re  food items, a c c o u n t i n g  for n e a r l y  two f l f t h s  of 
t h e  w e r g h t  in t h e   f o o d  Index,  o r  18.5 p e r  c e n t  of the t o t a l  w e l g h t  111 the 
conaumer  price index. W i t h  a view t o  m a t i q e t l n g   t h e  adverse e f f e c t s   o f  
t h e  price c o n t r o l  qystem on t h e   R u p p l y  of c e r t a i n   i t e m a ,  t h e  Government  
removed beverages from t h e  l i a t  of c o n t r o l l e d  items w l t h   e f f e c t   f r o m  
J a n u a r y  1980 a n d   b o t t l e d  soft  drinks w i t h  ef fect  from March 1981. O t h e r  
c o n t r o l l e d   p r i c e s  were a d j u s t e d .  

W h i l e   p r l c g s  were a d j u s t e d   w i t h   g r e a t e r   f l e x i b i l l t y  to  r e f l e c t  
market f o r c e s ,  some e f f o r t  was made t o  r e l i eve  t h e   i m p a c t  of the  i n c r e a s e  
I n   f u e l  c o s t s  on c o n s u m e r s ,   T h e  s u b s i d y  f o r   p e t r o l e u m   p r o d u c t s   a n d  can- 
p e n s a t  i on  t o  oil c o m p a n i e s  was i n c r e a s e d  i n  1 9 8 0 ,   e n a b l i n g   t h e s e   p r o d u c t s  
t o  be s o l d  a t  p r i c e s  below t h e i r   i m p o r t   c o s t s .   T h e   G o v e r n m e n t   a l s o  
l n t e n s l f l e d  r t s  e f f o r t s  t o  c h e c k  business m a l p r a c t r c e ,  hoarding, and 
p r o f l t e e r l n g ,   a n d  t o  m o n l t o r   t h e   s u p p l y   c o n d i t i o n s   o f  essent la l  commodi- 
t i e s ,  l n c l u d l n g   f o o d   a n d   c o n s t r u c t i o n  m t e r l a l s .  

I n  an e f for t  t o  m e a s u r e   p r l c e   m o v e m e n t s  more a c c u r a t e l y ,  thc 
Government 1s p r e p a r l n g  a r e v l s e d   c o n s u m e r  prlce ~ n d z k   a n d  new p r l c e  
I n d i c e s ,   s u c h  as a r u r a l / u r h a n   c o n s u m e r  p r l c e  I n d e x   a n d  a w h o l e s a l e  p r l c e  
I n d e x .  The new CPI w i l l  b e   b a s e d  on a s a m p l e   s u r v e y   o f   h o u s e h o l d   e x p e n d l -  
tures coverlng about 2 , 5 0 0  h o u s e h o l d s ,  which was s t a r t e d  I n  O c t o b e r  1980, 

111. E x t e r n a l   D e v e l o b m e n t s  

1. B a l a n c e  of p a y m e n t s  

a .  O v e r v l e w  

I n  1980, M a l a y s l a ' s  overall b a l a n c e   o f   p a y m e n t s   r e c o r d e d  a s u r p l u s  
of MS1.0 b i l l i o n ,   c o m p a r e d   w l t h  a r e c o r d   s u r p l u s  of  MS1.8 b l l l l o n  l n  
1 9 7 9  (Chart 4 and T a b l e  8 ) .  T h l s   w a s   a c h i e v e d  In s p l t e  of a d e f l c l t   o n  
t h e  c u r r e n t   a c c o u n t ,   t h e  f l r s t  ~n f l v e  years T h e   c u r r e n t   a c c o u n t   d e f l c l t  
r e s u l t e d   m a l n l y   f r o m  (1) a w e a k e n l n g  In m e r c h a n d l s e  exports d u r l n g  t h e  
second h a l f  of 1980, r e f l e c t l n g   t h e  sluggishness In l n d u s t r l a l   e c o n o m i e s ,  
and ( 2 )  t h e   c o n t l n u a t l o n  of s t r o n g  g r o w t h  I n  lmpor t   demand as well  as 
t h e   d e f l c l t  In t h e  servlces a n d   t r a n s f e r s   a c c o u n t .   N e v e r t h e l e s s ,  a 
s u r p l u s  of MS1.4 b l l l l o n  ln the  c a p l t a l   a c c o u n t   ( l n c l u d l n g  errors  and 
omissions) m r e  than o f f s e t   t h e  current l c c o u n t   d e f l c l t ,  resulting I n  a n  
o v e r a l l  surp lus .  The level of  the e x t e r n a l   r e s e r v e s  of Bank Negara 
M a l a y s l a   I n c r e a s e d  from MS9.2 b l l l l o n  ~n 1979 t o  M$10.3 b l l l l o n  In 1980; 
t h l s  l eve l  was e q u l v a l e n t  to a b o u t   f l v e   m o n t h s  of 1980 m e r c h a n d l s e  
I m p o r t s ,  a d e c l i n e  from t h e  level of a b o u t  s1x months rn 1979.  

4 

11' The c o n t r o l l e d  items i n c l u d e :  sugar, c o n d e n s e d   m i l k ,   f i l l e d   m l l k ,  
w h e a t   f l o u r ,   b r e a d ,  rnllk powder, gasol ine,  kerosene, dlesel f u e l ,  LPG, 
steel  b a r s ,   a n d  cement. 
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Table 8. Malaysia: Balance of P a y m n t s ,  1976-80 

( I n  m r l l i o n s  of r rngp l l t )  

1976  1977  1978  1979  1980 5 /  - 

2,286 -412 
2,405 -289 

A ,  Current   account   balance  1 ,855 
Goods and s e r v i c e s   ( n e t )   1 , 9 5 5  
Merchandise   t rade ( f . 0 , b . j  

Exports 13,329 
Import s L/ 9,567 

Trade balance  3 ,762 
S e r v r c e s   ( n e t )  -1,80r 

1,278 
1,356 

319 
401 

14,861 

3,871 
-2,515 

10,990 
16,925 
13,338 
3,587 

-3,186 

23,977 28,029 
17,397 23,289 
6,580 4,740 

-4,175 -5,029 

Trans   fe r8   (ne t  1 -100 -78 -82 -1 19  -123 

464 B, Capi ta l   account   ba lance   1 ,231  
P r iva t e   l ong  t e m  763 
Commerclal  loans (MAS and 

Off lc la l - long  term 489 
P r l v a t e   s h o r t - t e r m   c p p i t a l  3/ -175 

C. E r r o r s  and  ornlssions  -1,032 

MIX) 2 1  154 

- 

1,343 
1 ,358  

1,083 2,867 
1,448 2,118 1,174 

-2 0 
5 90 

-1,280 

-82 
513 

-346 

87 -140 
7 12 308 

-1,164 581 

-987 -1,037 -1,580 -1 , 453 

D .  SDR a l l o c a t i o n  " 74 76 " " 

E .  T o t a l  ( A  through D) 2,054 755 625 1,863 1,078 

F. Monetary  movements 
( i n c r e a s e  - 1  4/  -2 054 
Reserve  posl tTbn  In  

t h e  Fund 4 
Holdlngs of SDRs -5  
C e n t r a l  Bank gold and net 

foreign  exchange  -2,318 
Use o f  Fund c r e d l t  265 

-755 - -625 - -1,863 -1 L 078 

9 
116 

-5 
-35 

-4 1 -2 5 
-140 -135 

-6 15 
-265 

-585 
" 

-1,682  -918 
" " 

Source'  Data  proksded by the  M a l a y s l a n   a u t h o r i t i e s .  

1/ Includes  nonmonetary g o l d .  
2 1  Na t lona l   a l r l l ne   and   sh ipp lng   compan ies .  
3 /  Commerclal banks, f inance  companies ,  and Pe t ronas .  
41 Net change i n   C e n t r a l  Bank r e s e r v e .  
5/ O f f l c l a l   p r o v i s l o n a l  estimates. 

- 
- 
- - 
- 
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b. Cur ren t  Accoun t  

A l t h o u g h  the t r a d e   b a l a n c e   r e c o r d e d  a e u r p l u a  of a h o u t  MS4.7 b i l l i o n ,  
it  was smaller t h a n   t h a t  of t h e   p r e v i o u R  year (MS6.6 b l l l l o n ) .   H o w e v e r ,  
t h e   c o n t i n u e d   a t r o n g  RrDwth of t h e   d e f i c l t   I n   t h e   A c r v i c e s   a n d   t r a n A f e r s  
a c c o u n t  gave rise t o  A c u r r e n t   a c c o u n t   d e f i c i t  of MS412 m i l l l o n   i n  1980. 

I n  1980, t h e   v a l u e  of g r o s s  exports  l n c r e a s e d  by 16 p e r   c e n t ,  
c o m p a r e d   w i t h  a 42 p e r   c e n t   g r o w t h   i n   1 9 7 9   ( A p p e n d i x  T a b l e  XXII). The 
g r o w t h   I n  1980 was l a r g e l y   d u e  t o  p r i c e   i n c r e a s e s ,   e s p e c i a l l y   i n  
p e t r o l e u m ,  while t h e   e x p o r t  growth i n   1 9 7 9   r e f l e c t e d   I n c r e a s e s   i n   b o t h  
p r l c e R   a n d   v o l u m e .  The slackening of e c o n o m i c   a c t l v l t y  I n  m a J o r  
i n d u s t r l a l   c o u n t r l e s  and t h e   c o n s e q u e n t   s o f t e n i n g  of  d e m a n d   f o r   k e y  
c o m m d l t y   e x p o r t s  were l a r g e l y   r e s p a n s l b l e   f o r   t h e  slower growth r n  
1980.  The slowdown was p a r t i c u l a r l y   n o t l c e a b l e   d u r l n p ,   t h e   s 2 c o n d   h a l f  
of 1 9 8 0 ;   w h e r e a s   e x p o r t s   g r e w  at an a n n u a l  r a t e  of 31 p e r   c e n t   d u r i n g  
t h e   f i r s t   h a l f  of 1 9 8 0 ,  the g r o w t h  rate d e c l l n e d  t o  4 p e r   c e n t   I n   t h e  
s e c o n d   h a l f ,  following a s l g n l f l c a n t   w e a k e n r n g   o f  t h e  key  commodi ty  
p r  Ices. 

Crude p e t r o l e u m   b e c a m e   t h e   m o s t  important s 1 n p ; l e   e x p o r t  item i n  1980, 
c o m p r i s i n g  24.3 per c e n t  of t o t a l  e x p o r t s   ( T a b l e   9 ) .  The v a l u e  of c r u d e  
p e t r o l e u m   e x p o r t s   I n c r e a s e d   b y  62.6 p e r  c e n t   I n  1980, f o l l o w i n g   a n  
increase of 8 7 . 2  p e r   c e n t  In 1 9 7 9 .  While t h e   i n c r e a s e  In v a l u e  In 1 9 7 9  
was a r e s u l t  of L n c r e a s e s   I n   b o t h   t h e   v o l u m e   a n d   t h e   p r l c e ,   t h e   i n c r e a s e  
r n  1980 r e f l e c t e d  mainly a n   i n c r e a s e  of 7 1 . 4  p e r   c e n t  Ln t h e   p r i c e  of 
M a l a y s i a n   c r u d e   w h l c h  moved I n   l i n e   w i t h   t h e  OPEC p r l c e   i n c r e a s e s ;   f o r  
1 9 8 0  as a w h o l e ,   t h e   p r l c e  o f  M a l a y s l a n   c r u d e  oil a v e r a g e d  US$36.2 a 
b a r r e l ,   c o m p a r e d   w l t h  IJS$21.1 a b a r r e l  In 1979.  The volume of  c r u d e  011 
e x p o r t s   d e c l i n e d   b y   5 . 1   p e r   c e n t  as a r e s u l t  of t h e   l m p l e m e n t a t l o n  of  
t h e  new N a t l o n a l  011 D e p l e t l o n   P o l l c y   ( C h a p t e r s  11 and I V )  I n t r o d u c e d  l n  
1980 and  an i n c r e a s e  IR l oca l  c o n s u r n p t l o n  o f  domest 1c crude. 

Exports of n a t u r a l   r u b b e r   I n c r e a s e d  by 4.1 per c e n t   I n  1980, compared  
with an i n c r e a s e  of 24.5 p e r   c e n t  In  1979. The m o d e r a t e   I n c r e a s e  I n  1 9 8 0  
was l a r g e l y   d u e  t o  a n   I n c r e a s e   I n   t h e   e x p o r t  p r l c e  by 12.3 p e r  c e n t ,   w h i l e  
volume d e c l i n e d  by 7 . 3  per c e n t .  The share o f   r u b b e r   e x p o r t s  In t o t a l  
e x p o r t s   d e c L l n e d  t o  1 6 . 6   p e r   c e n t ,   r e l r n q u l s h l n g  t o  p e t r o l e u m  ~ t s  t r ad l -  
t l o n a l   p o s l t l o n  a s  h l a y s l a ' s  most i m p o r t a n t   e x p o r t  item. 

R u b b e r   p r i c e s   I n   t h e  Kuala L u m p u r   m a r k e t   f l u c t u a t e d  w l d e l y  I n  1980, 
a f t e r   r e a c h i n g  a r e c o r d  h i g h  of  M$4.06 p e r  kg on F e b r u a r y   1 3 ,   r e f l e c t -  
i n g   s p e c u l a t i v e   b u y i n g   a r i s i n g  from I n t e r n a t i o n a l   p o l i t i c a l   I n s t a b l l l t y ,  
the pr ice  of RSS 1 g r a d e  rubber b e g a n  t o  d e c l l n e   s h a r p l y  In March ,  
r e a c h i n g  M$2.78 by May 2 1 ,  I t s  l o w e s t  In 1980. For the year as a whole,  
RSE 1 price a v e r a g e d  M$3.124 per kg. 

The I n t e r n a t i o n a l   R u b b e r   A g r e e m e n t  came Into e f f e c t   p r o v i s i o n a l l y   o n  
October 1, 1980, pending r a t l f l c a t i o n  by some member countrles.  M a l a y s i a  



Table 9. Malaysia: S t r u c t u r e  of Gross Exports,l970, 1975, 78-80 

1970 1975 1978 1979 1980 
Value Share Value Share Value Share Value Share Value Share 

(per (Per  (Per  (Per ( P e r  
cent  c e n t  1 c e n t  c e n t )  Lent 

Rubber 1,724 33 2,026 22 3,601 21 4,483 19 4,667 17 

T i n  1,013 20 1,206 13 2,021 12 2,316 10 2 , 506 9 

Saw logs 6 4 3  13 6 69 7 1,665 10 2,877 !1 2,586 9 

Sawn t rmber 199 4 392 4 878 5 1,335 6 1,362 5 

Palm or1 264 5 1,320 14 2,085 12 2 , 7 5 3  1 1  2 , 9 2 3  10 

Petroluem 164 3 727 8 2,263 13 4,210 17 6 , 8 4 6  24 

Manu fac tures  615  12  1,978 21 3,624 21 4,798 20 5 , 9 3 5  21 

Other 54 1 - 10 91 3 - 10 953 - 6 1,445 - 6 1,309 - 5 
Tot a1 5,163 100 9,231 100 17,090 100 24,217 100 28,140 100 

Source'  Data provrded by the Malaysian a u t h o r l t l e s .  
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and I n d o n e s l a ,  t h e  largest  prodrrcet R ,  with 74 per cent  o f  t h e  producers’  
vot 1ng power, have a l r e a d y  r a t  I f l e d  t lit’ Xgrcerner~t. dlnnng thr consuming 

c o u n t r ~ e s ,  a t o t a l  of q i x  countrlerl, c o n s t l t u t l n n  2 1  per cent of 
c o n s u m e r s ’   v o t i n g  power, have  also tatifled t h e  Agreement. Many other  
c o u n t r i e s  have p r o v i s i o n a l l y   a g r c e d  to s u b s c r i b e  t o  t h e   A g r e t - w n t .  Kuala 
Lurnpur w a s  chosen by t h e  International Rubber C o u n c l l ,  the tsxecut  1va 
body of t h e  A g r e e m e n t ,  as  t h e  q1te of i t s  h e a d q u a r t e r s .  S i n c e   t h e  
Agreement in October 1980, the m a r k e t  p r l c e  of r u b b e r  h a s  b e e n  higher than 
t h e  upper z n d l c a t  IVP p r i c e  of MS2.70. Therefore, a l t h o u g h   t r ? c * h n i c e l l y  
the I n t e r n a t l o n s l  Rubber C o u n c l l  was s u p p o s e d  L O  s e l l  rubber ,  i t  was 
n o t  able t o  function w l t h o u t   a n y  stocks on h a n d .  

E x p o r t s  of crudc a n d   p t o c e s s e d  pal111 011, which comprised 9 . 3  per 
c e n t  of t o t a l  e x p o r t s ,  i n c r e a s e d  by 6 . 4  per cent I n  1980, compared  w L t h  
a 32.0 p e r  c e n t  Lncreasr  In 1979.  The price of p j l m  011 on average' 
declined by 13.6 p e r  c e n t   l n   1 9 8 0 ,  whlle the  volume I n c r e a s e d  b y  1 9 . 8  per 
c e n t .  Flator f a c t o r s  account 1ng for  the conLlnuor~s d e c l l n c  in t h e   p r i c e  
of palm 011 during t h e   f i r s t  th r t?~  q u d r t e r s  of 1980 w e r e .  ( 1 )  reports  of 
811  Lmproved world s u p p l y  o f  e d l b l e  011s due t o  the favorabl f l  soybean  
hdrvest  I n  B r a z i l ,  ( 2 )  c o n t i n u e d   I n c r e a s e s   I n   t h e   M a l a y s l o n  p t o d l l c t l o n  
a s  well a s  s tocks  of palm 011,  and ( 3 )  reduced  world consumption, d r w  
m d r n l y  t o  t h e  s l u g g r b h  economic a c t l v l t y  In maJor l n d u b t r ~ a l  c o u n t r l e s .  
T h e  p r i c e  of palm 011 b~g.711 to recover ~n Octobc r  due t n  the e h p e c t e d  
t l g h t e n l n g  of t h e  m a r k e t s  for malor 011 seeds arising from d r y  w e a t h e r  
I n  t h e   U n l t e d  S t a t e s ,  l a r g e   l n l p o r t s  of v e g e t a b l e  011 bv the  Sav1Ct I J n l o n ,  
a n d  purchases of pa lm 0 1 1  b y  I n d l a .   W l t h   t h e   c o n t l n u c d  expanslo l l  of t h e  
d o m e s t l r   r e f l n r n g  capacity, t h e  volume of p r o c e s s e d   p a l m  011 e x p o r t s  
I n c r e a s e d  by 3 3 . 4  p e r  c e n t ,  while t h e  vo lume  of c r u d e  palm 0 x 1  e x p o r t s  
d e c l l n e d  by 39 .2  per c e n t   I n  1980. 

T h e   v a l u e  of export s of saw logs a n d  sawn t l m b e r   d e c l l n e d  by 6 . 3  per 
c e n t  111 1980, ~n c o n t r a s t  to an 1ncreasc of  6 5 . 7  per c e n t   I n  1979 .  The 
d e c l i n e   r e f l e c t e d  the reduced d e m a n d   a s s o c l a t e d   w l t h  slugglch c o n s c t u c t l o n  
a c t l v l t y ,   p a r t l c u l a r l y  111 t h e  U n i t e d  S t a t e s  and Japan,  and  t h e  Govern- 
m e n t ’ s  p l l c y  of conserving t l m b e r  resources and promoLlng domestlc 
p r o c e s s i n g .  Exports of saw l o g s ,  whlch c o r n p r l s e d  9.2 per cent of  t o t a l  
e x p o r t s ,   d e c l l n e d  by 10.1  per c e n t ,   l n   c o n t r a s t  to  dn I n c r e a s e  of 7 2 . 8  per 
c e n t  i n  1 9 7 9 ,  the volume f e l l  by 9 . 4  p e r  c e n t ,  a n d   t h e  pr1c-e d e c l l n e d  by 
1 per c e n t  I n  1980 Exports  of Sawn t L m b t - . r  increased by 2 . 0  per cent 111 

1980, Ln contrast t o  a 5 2 . 1  per c e n t  11 ,+$e i n  1979. The l n c r p a s e  l n  
value was due m a l n l y  t o  a 9 p e r  L e n t  I n l  r ec1sc’ In the p r l c e  as the volume 
fell by 6 per cent  I n  1980. 

“ 

E x p o r t s  of t i n  rose by 8 p e r   c e n t  t o  a record level  of M$2.5 bllllon - 
In 1980, d u e   m a i n l y  to a 12 per c e n t  I n c r e a s e  I n  t h e  price of t l n  t o  a 
r e c o r d  level of M$35,955 p e r  ton. The sharp p r l c e   I n c r e a s e  In t h e  f l r s t  
q u a r t e r  of 1980 was associated w t h  s p e c r J l a t l v e   b u y l n g   I n   t h e  f a c e  of 
tight s u p p l y  c o n d i t l o n s .  However, a f t e r  AprLl 1980, t h e  t l n  p r l c e  
d e c l l n e d   c o n t i n u o u s l y ,  except f o r  a b r l e f  r e c o v e r y  In  S e p t e m b e r ,  reflect- 
ing s l a c k e n i n g  e c o n m l c  a c t l v l t y  and t h e  declslon by the U n l t e d  States 
to  sell a part of I t s  stockpile. 
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The negot l a t i ons  t o  c o n c l u d e   t h e  S i x t h  I n t e r n a t i o n a l   T i n  Agreement 
have 80 f a r  been unRtIcceRRfu1. The  main rlnRvttled i s R w R  are t h e  Rire 
o f   t h e   b u f f e r   s t o c k   a n d   t h e   u s e  of e x p o r t   c o n t r o l s .  The c u r r e n t   F i f t h  
Agreement e x p i r e a   i n   J u n e  1981, but  has been t e n t a t l v e l y   e x t e n d e d  f o r  
one   year   in   v iew of t h e   d e l a y  i n  conc   l uc i lng   t he   nego t i a t ions   fo r   t he  
Sixth  Agreement.  

The growth of e x p e r t s  of manufactures  alowed t o  24 per cen t  i n  1980, 
cornpared t o  32 per   cen t  i n  1979. However, t h e   s h a r e  of manufactured 
exports i n  t o t a l   e x p o r t s   i n c r e a s e d   q l l g h t l y  to  21   per   cen t  I n  1980, 
compared t o  20 p e r   c e n t   i n  1979. The s lower   g rowth   re f lec ted   main ly  
s lackened  demand fo r   Ma lavs i a ' s   manufac tu red   cxpor t s   i n   t he  maJor I n d u s -  
t r i a l  c o u n t r i e s ;   I n   p a r t l c u l a r ,   e x p o r t s  of some wood and wood products  
dec l ined ,   and   the   g rowth  of e l e c t r i c a l   m a c h i n e r y ,   a p p l l a n c e s  and e l ec -  
t r o n i c   c o m p o n e n t s ,   t h e   t r a d i t i o n a l   l e a d e r s   o f   m n n u f a c t u r l n g   e x p o r t s ,  
alowed down markedly  (Appendlx  Table XXIII). However, e x p o r t s  of 
t e x t i l e s ,  footwear,   food  products,   chemlcal  and  petroleum  products,  and 
machinery  and  transport  equipment,  which  comprise 31 p e r   c e n t  of t o t a l  
manufac tu r ing   expor t s ,   i nc reased  a t  fas te r  ra tes  than  111 t h e   p r e v i o u s  
year .  

I n  1980, the  growth of merchandise   Impor ts   acce le ra ted   to  
34 per   cent   f rom 30 p e r   c e n t  I n  1979. The cont lnued  rapid  growth was 
due  to   both  higher   volumes and p r i ces .   Impor t   p r i ces  and  volumes 
Increased  on  average  by 19 pe r   cen t  and  14 per c e n t ,   r e s p e c t l v e l y ,  i n  
1980.  Although a l l  c a t e g o r i e s   o f   i m p o r t s   i n c r e a s e d   s l g n r f l c a n t l y   i n  
1980  (Table LO), t he   sha rpes t   g rowth  was recorded by inves tme l t  goods,  
which  increased by 41   pe r   cen t .   Th l s  f r g u r c  represented   h igher   Impor ts  
of commerc la l   vehic les ,  a doubl lng  of a l r c r a f t  par t s ,  and  hlgher   imports  
of machinery,  ~n p a r t i c u l a r   t h o s e  f o r  mln lng ,   cons t ruc t lon  and  manufac- 
t u r i n g ,   d u e  t o  t he  contrnued  expanslon of Investment activity. Imports  
of Intermediate   goods  a lso  Increased by 39 per   cent   rn  1980, compared t o  
32 p e r   c e n t   i n  1979.  MaJor f a c t o r s   f o r  t h i s  i n c r e a s e  were t h e   c o n t l n u e d  
expansion of m a n u f a c t u r i n g   I n d u s t r i e s ,   t h e   h i g h   l e v e l  of a c t l v l t y  ln 
c o n s t r u c t l o n ,  and the   sha rp   i nc rease   In   pe t ro l eum prices,  which r e s u l t e d  
In a 49 per c e n t   I n c r e a s e  in the   va lue   o f   c rude   pe t ro leum  impor ts   desp i te  
a 10 per cent   decrease   in   vo lume.   Impor ts  of consumption  goods  Increased 
by 2 8  p e r   c e n t   i n  1980, r e f l e c t i n g   t h e   c o n t i n u e d   s t r o n g   g r o w t h  111 imports  
of  consumer  durables ( 3 7  per   cen t  rn 1979  and 40 per   cen t  I n  1980). 

S e r v i c e s   a n d   t r a n s f e r s  

T h e   s e r v i c e s  and t r a n s f e r s   a c c o u n t   c o n t l n u e d  t o  record  a s i z a b l e  
d e f i c i t ,  which  amounted t o  MS5.0 b i l l i o n  in  1980, a 20 pe r   cen t   i nc rease  
over  1979.  Mainly  responsible were increased  net  pavments on f r e i g h t  
and   In su rance   a s soc ia t ed   w i th  a l a r g e r  volume of t r ade   and   h ighe r   f r e igh t  
c o s t s ,  which rose by 41 p e r   c e n t  In 1980. The  growth i n  net  payments 
on Investment slowed t o  8 per cent In 1980 from 14 per  cent l n  1979, 
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Table 10. Malaysia: Imports According t o  End-Use ,  1976-80 L/ 
(In millions of r i n g g i t )  

d” - ” 

1976  1977  1978 1979 1980 

Consumption goods 

Food 
Beverages and tobacco 
Consumer durab le8 
Other 

Invetl tment goods 

Mach 1 n e  ry 
Transport  equipment 2 1  
Metal products  
Other 

- 

Intermedlate  goods 

For menu factur  1ng 
For construct ion 
For a g r l c u l t u r e  
Crude petroleum 
Other 

Imports f o r  re-export 

T i n  o r e  
Crude natural rubber 
Crude petroleum - 3 1  

T o t  a1 

2 , 0 4 9  

699 
113 
29 3 
944 

3 136 

966 
28 2 
672  

1 , 2 1 6  

4 , 1 6 9  

2 , 2 7 2  
221 
38 2 
696 
598 

368 

117 
62 

189 

9,722 

L 

- 

2 , 4 0 1  

839 
140 
39 8 

1,024 

3 ,-5 32 

1,126 
216 
776 

1 , 3 8 4  

4,931 

2 , 7 1 7  
2 18 
454 
8 5 9  
683 

301 

141 
78 
8 2  

1 1 , 1 6 5  

- 

3,068 

1,109 
185 
561 

1 , 2 1 3  

4,170 

1,380 
340 

1,050 
1,400 

6 , 1 3 9  

3 , 7 0 0  
300 
510 
9 29 
700 

313 

2 24 
89 

- 

” 

13,690 

3 503 

1 ,115 
189 
7 7 5  

1,336 

5 , 1 1 2  

1,691 
4 34 

1,485 
1,502 

8,165 

4 , 7 9 9  
420  
753 

1,262 
930 

38 1 

29 0 
92 

A- 

- 

” 

17,161 

4,595 

1,151 
272 

1 ,072 
2 , 1 0 0  

7 , 1 4 3  

2 , 4 2 1  
1,106 
1 , 9 5 4  
1 , 6 6 2  

11,276 

6 , 4 7 3  
503 
925 

1,869 
1,506 

406 

29 7 
109 

- 

” 

23,420 

Source: Data provlded by t h e  Malayslan a u t h o r l t l e s .  

- 1 /  Customs d a t a  

- 3 /  Imports of crude petroleum from Brunel for re-export. 
L 

21 Excludes Imports of alrcraft and s h l p s .  
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r e f l e c t i n g   t h e   m o d e r a t e   g r o w t h  i n  the export s e c t o r  and  ownership 
r e e t t u c t u r l n g  i n  favor of d o m e s t i c   r e s i d e n t s  in t h e   r u b b e r  and t i n  
1nduAt r rea   l n   acco rdance   w i th  the N E P .  Net t r a n s f e r s   c o n t i n u e d  t o  show 
a small d e f i c i t .  

c .   Cap i t a l   accoun t   and  errors and  omlesions 

The c a p i t a l   a c c o u n t   s u r p l u s   a l m o s t   t r r p l e d  t o  MS2.9 b i l l i o n   i n  1980, 
compared  with MQ1.1 b i l l i o n   i n  1979,  mainly as a result  of t h e   l a r g e  
cap i t a l   i n f lows   by   commerc le l  banks and a t u r n a r o u n d   i n   t h e   p r r v a t e  
long-term  capital   account  from a d e f r c r t   i n   1 9 7 9  t o  a s u r p l u s  i n  1980. 

A l t h o u g h   t o t a l   l o n g - t e r m   c a p l t a l   I n f l o w s   i n c r e a s e d   o n l y   s l i g h t l y  
i n  1980, t h e i r   c o m p o s l t l o n   c h a n g e d   s l g n l f l c a n t l y ;   w h i l e   r n f l o w s  of o f f l -  
c i a 1  long-term c a p r t a l   d e c l l   , e d  by 5 7  per   cen t  t o  M$308 m i l l i o n  i n  1980, 
in f lows   of   corpora te   inves tment   rncreased  by 50 p e r   c e n t  t o  MS2.1 b i l l i o n .  
The d e c l i n e  in l ong- t e rm  cap i t a l  was due t o  the   Government ' s   increased  
r e l l a r c e  on t h e   d m e s t l c   c a p i t a l   m a r k e t  i n  f i nanc ing  I t s  b u d g e t   d e f i c i t  
a n d   s u b s e q u e n t   l n a c t l v l t y   i n   f o r e l g n   b o r r o w i n g   I n   v i e w  of h l g h   i n t e r e s t  
r a t e s  i n  t h e   l n t e r n a t r o n a l   c a p l t o l   m a r k e t s ;   t h e   e n t i r e  amount o f   o f f i c i a l  
i n f lows   In   1980   cons i s t ed  of d rawings   on   p ro l ec t   l oans .   Subs t an t i a l  
investment  In t h e  011 Indus t ry  and t h e  LNG p r o j e c t   a c c o u n t e d   f o r  much of  
t h e   l a r g e   I n c r e a s e   I n   c o r p o r a t e   i n v e s t m e n t s .  The ba lance   on   o the r   p r rva t e  
long- t e rm  cap i t a l ,   cons i s t lng   ma in ly  o f  commerc ra l   c r ed l t ,   r eco rded  a 
s m a l l   d e f l c r t ,   r e f l e c t i n g   a d v a n c e   p a y m e n t s  on s h i p s   a n d   a r r c l a f t   p u r c h a s e d  
by t h e   n a t l o n a l   s h r p p l n g   a n d   a l r l l n e   c l m p a n l e s .  

I n   1 9 8 0 ,   t h e   b a l a n c e   o n   p r l v a t e   f l n a r c l a l   c a p l t a l   r e c o r d e d  a s u r p l u s  
of MS0.6 b l l l l o n ,  compared t o  a d e f l c l c   o f  MS1.2 b l l l l o n   i n  1979. This 
occurred   maln ly  a s  a r e s u l t  of s i g n l f ~ c a n t   i n f l o w s  of bank  funds  from 
a b r o a d ,   d e s p i t e   t h e   u n f a v o r b l e   i n t e r e s t  r a t e  d l f f e r e n t l a l   b e t w e e n   I n t e r -  
national and   domest lc   cap i ta l   marke ts .  Errors and omissions con t lnued  
t o   r e c o r d  a l a r g e   n e g a t i v e   b a l a n c e  p o s s l b l y  r e f l e c t i n g   t h e   p r i v a t e   c a p r t a l  
o u t   f l o w b   r e s u l t   l n g  from t h e   u n f a v o r a b l e   i n t e r e s t   d r f f e r e n t l a l .  

d .  I n t e r n a t l o n a l   r e s e r v e s  

I n t e r n a t l o n a l  x2serves,  c o n s l s t l n g  o f  t h e   g o l d  and f o r e l g n   r e s e r v e  
ho ld lngs  of Bank Negara ,   Increased  by M S 1 . l  b r l l l o n  t o  MS10.3 b l l l l o n  
(SDR 3 . b  b l l l i o n )  a t   t h e  end of 1980 (Appendix  Table X X I V ) .  This l e v e l  
of r e s e r v e s  was e q u l v a l e n t   t o   a b o u t  5 . 3  months 01 1980  merchandlse 
Imports,  compared wlth 6 . 4  months In 1979. 

2 .  Exte rna l   deb t  

T o t a l   p u b l l c  and p u b l l c l v - g u a r a n t e e d   e x t e r n a l   d e b t   d l s b u r s e d  and 
ou t s t and lng   Inc reased   by  MS1.2 b l l l l o n  I n  1980 (Appendix  Table XXV). A t  
t h e  end of t h e   y e a r ,   t h e  r a t l o  o f   t o t a l   p u b l i c  and pub l l c ly -gua ran teed  
e x t e r n a l  d e b t  t o  GNP s tood  a t  15 p e r   c e n t ,   t h e  same as a t  t h e  end  of 
1979. B o r r o w l n g s   f r o m   l n t e r n a t l o n a l   i n s t i t u t i o n s   I n c r e a s e d   b y  about 
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M$200 mil l ion ,  r e p r e s e n t i n g   d l s b u r e e m e n t s  of p r o j e c t  l oans  bv t h e  World 
Rank a n d   t h e   A s i a n   D e v e l o p m e n t   B o n k .   B o r r o w i n g s   f r o m  f o r c ~ g n  g o v e r n m e n t ?  
i n c r e a s e d   b y  MS560 m l l l l o n ,   d u e  l a r g e l y  t o  the b o r r o w i n g s  from J a p a n  
u n d e r   t h e  Eximbank and y e n   c r e d i t   f a c i l l t l e s   w h i c h   a m o u n t e d  t o  MS400 11111- 
l i o n .   T h e  increase i n   t h e   e x t e r n a l   d e b t  was c h l e f l y   a t t r l b u t a b l e   t o  
use of s u p p l i e r ' s   c r e d l t  f e c l l l t l e s  which  rose from MS0.5 b l l l l o n  In 
1979  t o  MSl.8 b i l l i o n  i n  1980. The n a t i o n a l   s h l p p l n g   c o m p a n y   a c c o u n t e d  
for V $ 1 . 7  b l l l l o n  o f   t h i s   a m o u n t   w h i c h  was used toward t h e   p u r c h a s e  of LNG 
tankers. In vlew of t h e   h i g h  In te res t  rates In International f L n a n c l a l  
m a r k e t s ,  t h e  Government r a l s e d   o n l y   o n e   s y n d i c a t e d  loan (USS200 m i l l i o n )  
f r o m   t h e   E u r o d o l l a r   m a r k e t  for t h e   D e v e l o p m e n t   F u n d   d u r l n g  1930. Thls 
was w h o l l y  drawn down I n  e a r l y  1981. 

T o t a l  amorelzat lon and l n t e re s t  paymen t s   on  publlc and publicly- 
g u a r a n t e e d   e x t e r n a l   d e b t  rose t o  MS800 m i l l i o n  in 1980 ,  MS500 m l l l l o n  
of which was I n t e r e s t   p a y m e n t s   ( A p p e n d l x  Table X X V I ) .  T h e   d e b t   s e r v l c e  
r a t l o  ( d e f l n e d  a s  t h e  r a t l o  of I n t e r e s t   a n d   p r i n c i p a l   p a y m e n t s  t o  e x p o r t s  
of goods a n d   s e r v i c e s )   d e c l i n e d  from 2.9  p e r  cene  i n   1 9 7 9   t o  2 . 6  p e r  
c e n t   I n  1980. 

Amendments t o  the E x t e r n a l   L o a n s  A c t  of 1953 a n d   E x t e n d e d   C r e d l t  
A c t  of 1966 came l n t o  force ~n . January   1980.   The   amendments   p rovlded  
f o r  t h e   l n c r e a s e   i n   l o a n  l lmlts t o  be r e v i s e d   f r o m  tune to  t x m e ,  and on 
A p r l l  1, 1980, t h e  maximum amount o f  l o a n s   u n d e r  t h e  E x t e r n a l   L o a n s  
Act of 1963 was r a l s c d  f rom M$5 b l l l l o n  t o  MS10 b l l l l o n ,  and u n d e r  the  
Ex tended  C r e d l t  Act of 1966 ,  from M$1.3 b l l l l o n  t o  M$3 b l l l l o n .  

3 ,  Exchange  r a t  e d e v e l o p m e n t s  

The M a l a y s l a n   r i n g g i t  1s pegged t o   a n   u n d l s c l o s e d   b a s k e t  of c u r -  
r e n c l e s  o f  M a l a y s l a ' s   m a J o r   t r a d l n g   p a r t n e r s ,   T h e   w e i g h t s  a r e  b a s e d  on 
t r a d e   s h a r e s   a n d   t h e   I m p o r t a n c e  of c u r r e n c l e s   u s e d  In s e t t l e m e n t s .   T h e  
c o m p o s l t i o n  of t h e  b a s k e t   h a s   r e m a i n e d   u n c h a n g e d   s l n c e   S e p t e m b e r  1975, 
when t h e   b a s k e t - p e g g l n g   s c h e m e  was f l r s t   I m p l e m e n t e d .  The  a u t h o r l t l e s  
h a v e   l n t e r v e n e d   m a l n l y  t o  s m o o t h   o u t   d a y - t o - d a y   f l u c t u a t l o n s  and t o  
m a l n t a l n   t h e   m a r g l n s   o f  2 . 2 5  per c e n t   a r o u n d   t h e   p e g g e d   v a l u e ,  
occasionally, t h e  r a t e  h a s  b e e n   a l l o w e d  to e x c e e d  t h e  m a r g l n s   f o r  a 
s h o r t   p e r l o d  of tlme. 

a .  SDot  m a r k e t   d e v e l o D m e n t s  

The  r l n g g l t  a p p r e c i a t e d   a g a l n s t   t h e  I1 S d o l l a r   a n d   d e p r e c l a t e d  
aga lns t  t h e   p o u n d   s t e r l l n g   a n d  t h e  J a p a n e s e   y e n   d u r l n g  most of t h e  f l r s t  
t h r e e  q u a r t e r s  of 1 9 8 0   ( C h a r t  5 and A p p e n d l x   r a b l e  XXVIX). R e f l e c t l n g  
these movements In t h e   e x c h a n g e  r a t e  of t h e  r l n g g l t  vis-a-vis o t h e r  maJor 
c u r r e n c i e s  for most  of t h e  f l r s t  n l n e - m o n t h   p e r l o d  of 1980, t h e  r l n g g l t  
g e n e r a l l y   m a l n t a l n e d  Its v a l u e  ~n terms of t h e   u n d i s c l o s e d   b a s k e t  
w i t h  smal l  f l u c t u a t l o n s .  However, d u r i n g  t h e  las t  q u a r t e r  of 1980 ,  
t h e   r l n g g i t  I n  terms o f   t h e   b a s k e t   d e p r e c l a t e d ,   r e a c h l n g  1.4 per cent  
below t h e  pegged v a l u e  at t h e  end of 1980, compared to 2 . 8  p e r  c e n t  
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above I t  a t   t h e  end of 1979. This r e f l e c t e d  m a i n l y  t he   con t lnued   s t rong  
demand for   fore ign   exchange   assoc ia ted   wl th   s t rong   impor t  demand i n   t h e  
f ace   o f   dec l ln lng   expor t   ea rn lngs ,   a s   we l l  as a widening   In   ln te rcs t  
r a t e  d i f f e r e n t i a l s   a g a i n s t   M a l a y s i a .   D u r i n g   t h i s   q u a r t e r ,   t h e   r l n g g l t  
n o t   o n l y   c o n t i n u e d   t o   d e p r e c l a t e   a g a l n s t   t h e   J a p a n e s e  yen  and t h e  pound 
s t e r l i n g ,   b u t   a l s o   a g a i n s t   t h e  U,S d o l l a r  and t h e   S i n g a p o r e   d o l l a r .  

Rea l   e f f ec t ive   exchange   r a t e s  were c a l c u l a t e d  by t h e  s t a f f ,  u s ing  
consumer p r i c e   i n d i c e s  and the  nomlnal  exchange  rates  which are weighted 
by Malays ia ' s  trade s + a r e s  i n  1975 1/ (Chart  5 ) .  I n   t h e  f i rs t  h a l f  of 
1980, the r e l a t i v e   p r i c e   l e v e l   ( d e f y n e d  a s  the r a t i o  of CPI  I n  Malaysia  
t o   t h e   a v e r a g e  CPI In t h e   p a r t n e r   c o u n t r i e s )  was 4.2 per  cent  lower  and 
the   nomina l   e f f ec t ive   exchange   r a t e  of the r i n g g l t  1.8 pe r   cen t   h ighe r ,  
t han   t he   co r re spond ing   pe r iod   o f   1979 ,   r e su l t i ng  i n  a 2 . 5  per   cen t   depre-  
c i a t ion   o f   t he   r ea l   e f f ec t rve   exchange   r a t e .   In   t he   s econd   ha l f  of t h e  
y e a r ,   t h e   r e l a t  1ve p r x e  was 2 . 1  per  cent  lower and the   nominal   e f fec t   ive  
exchange   r a t e  2,4 per   cent   lower   than  the same per lod  of 1979. As a 
r e s u l t ,   t h e   r e a l   e f f e c t l v e   e x c h a n g e   r a t e   d e p r e c l a t e d  by 4.5 per 
betwezn  the  second  half   of  1979 and that   of  1980.  For t h e  yea r   a s  a 
whole,   the real  e f f e c t i v e   e x c h a n g e   r a t e   d e p r e c i a t e d  by 3 . 5  per   cent   on 
average,  due  mainly t o  a 3 . 2  per cent  nomlnal  depreciation  of  the 
r l n g g i t .  This c o n t r a s t s  w i t h  t he   expe r i ence   In  1979 when t h e  real  
e f fec t   ive   exchange   ra te   apprec ia ted  by 0.6 per   cent ,   on  average,   wi th  
t h e   a p p r e c i a t i o n  of t h e   n o m i n a l   r a t e   l a l g e l y   o f f s e t t i n g  the s i z a b l e  
l n f l a t l o n   d i f f e r e n t i a l   I n   f a v o r  of Malaysia. 

b. Forward  market  develoDrnents 

Although  there  1s no  formal  forward  exchange market a s  such i n  
Malaysia,   customers of commerlcal banks have  been  able  t o  obtain  forward 
exchange  cover   for  a per iod   u sua l ly   up   t o   t h ree   mn ths   t h rough  swap 
f a c r l l t l e s  from commerclal banks; these  banks rn t u rn   have   access   t o  a 
swap f a c i l i t y   w i t h  Bank Negara.  Commerclal  banks  usually  provlde swap 
margins I n  a r r ang ing  a c o n t r a c t  for forward  exchange  with  their   customers,  
and  such  margins  are  equivalent to forward prernlums o r  d l scoun t s  on the 
f u t u r e   r i n g g i t  (Appendix  Table XXVIII). 

When t h e  domestic money market and commerclal   banks '   l lquldl ty  
posi tLon  t lghtened  considerably  during  the  second  half   of   1980,  Bank 
Negara   s tepped   in  t o  provlde  I t s  own swap f a c l l l t l e s   t o  commerclal  banks 
and also  encouraged  local   and  forelgn  banks  to   br ing i n  fore lgn   funds  
through  the  swap f a c l l l t l e s .   R e f l e c t  lng these f a c t o r s ,   t h e  volume of 
swap t r a n s a c t r o n s   m c r e a s e d   s u b s t a n t l a l l y   I n   1 9 8 0 ,  compared  with  previous 

1/ The weights  used  a re   based  on the s h a r e s  of t rade ( Impor ts   p lus  
exports) wlth   seven   mos t   impor tan t   t rad ing   par tners '  

Japan 0.25 Germany 0.07 
S lngapore 0.22 Nether lands 0.07 
U n i t e d   S t a t e s  0.20 A u s t r a l l a  0.07 
Unlted Kingdom 0.11 
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years, According t o  d a t a  on t h e  swap marglns   charged   by   commerc la l  
banks,  t h e r e  was a prernlurn  on t h e  f o r w a r d   r i n g g i t  for most of 1980, 
e x c e p t   t h e   J u l y - S e p t e m b e r   p e r i o d .  These forward  premiums  only p a r t ~ a l l y  
canpensa ted  €or  t h e  u n f a v o r a b l e   i n t e r e s t   d l f f e r e n t l a l   b e t w e e n  t h e  Euro- 
d o l l a r  market and the d o r n e s t l c   l n t e r b a n k  money marke t ,   w l th  t h e  r e s u l t  
t h a t   t h e   c o v e r e d   d i f f e r e n t   l a 1  was a l w a y s   i n   f a v o r  of the E u r o d o l l a r  
marke t   (Char t  6 ) .  Thls seems t o  i m p l y   t h a t   t h o s e   b a n k s  t h a t  brought  I n  
f o r e i g n  funds by u t i l l z l n g  t h e  swap f a c i l i t y   i n c u r r e d  loRses on  theRe 
t r a n s a c t i o n s   i n  1980. Also, the   banks   wh lch   r ece lved   fo re ign   funds   f rom 
t h e s e  banks by provldlng  forward d o l l a r s  t o  them seem t o  have i n c u r r e d  
losses from t h e s e  operations s l n c e  the f o u r t h   q u a r t e r  of 1980, because  
t h e   f o r w a r d  ra tes  l m p l l c l t  rn t h e  swap t r a n s a c t l o n s  were hlgher t h a n  t h e  
spot   exchange  ra te  of t h e   r i n g g l t  a t  t h e  time t h e  c o n t r a c t s  were executed 
t h r e e   m o n t h s   l a t e r .  

4. Exchange  and t r a d e  system 

A deeclled d e s c r l p t l o n  of M a l a y s i a ' s   e x c h a n g e  and t rade sys tem 1s 
c o n t a i n e d   I n  t h e  Annual  Report of Exchange  Arrangements and Exchange 
R e s r l c t l o n s .  The main f e a t u r e s   a n d  maJor changes ln 1980 are summarlzed 
below. 

M a l a y s l a   m a l n t a l n s   a n   e x c h a n g e   s y s t e m   f r e e  of r e s t r l c t l o n s   o n  pay- 
ments and t r a n s f e r s   f o r   c u r r e n t   l n t r r n a t l o n a l   t r a n s a c t i o n s .  However, 
t r a n s a c t l o n s   w l t h   I s r a e l  and   Sou th   Af r l ca  are p r o h l b l t e d .   T r a d e  and 
payments r e s t r l c t l o n s   w l t h  Zmbabwe h a v e   b e e n   l i f t e d .  The C e n t r a l  Bank 
a d r n l n i s t e r s   t h e   e x c h a n g e   c o n t r o l   s y s t e m ,   b u t   c o m m e r c l a l   b a n k s  are autho-  
r l zed   t o   app rove   paymen t s   ab road ,   excep t   fo r   r epaymen t  of f o r e l g n   l o a n s  
o r  t h e  payment of I n t e r e s t  on  such  loans.   Proceeds from e x p o r t s  m u s t  
be r e c e l v e d   w i t h i n  s i x  rnonths  from  the date  of expor t .   I nward   Inves t -  
ment  covered by t h e   g u l d e l l n e s  of t h e   F o r e i g n   I n v e s t m e n t   C o m m i t t e e  I s s u e d  
on  February  2 0 ,  1 9 7 4   r e g a r d l n g   t h e   o r g a n l z a t l o n   o f   a s s e t s ,   m e r g e r s ,   a n d  
t a k e o v e r s   r e q u l r e s   t h e   a p p r o v a l  of t h l s  commlt tee .  The proceeds of 
inves tmen t s   on  resa le  may b e  r e p a t r i a t e d  freely.  M a l a y s i a n   r e s l d e n t s  
r e q u l r e  prlor o f f l c l a l   a p p r o v a l  for borrowing f rom n o n r e s l d e n t s   e i t h e r  i n  
r l n g g l t  o r  Ln f o r e l g n   c u r r e n c l e s   i n   e x c e s s  o f  MS$100,000. P e r m l s s l o n  1s 
g i v e n   f r e e l y  f o r  d i r e c t  and portfolio inves tmen t  by Malaysian r e s l d e n t s  
I n   c o u n t r l e s   o t h e r   t h a n  Israel and   Sou th   Af r l ca .  

To Insure  adequa te   domes t i c  s u p p l y ,  e x p o r t s  of c e r t a l n  commodltles 
a n d   p r o d u c t s ,  which are deemed essential t o   t h e   c o u n t r y ,  a re  c o n t r o l l e d .  
P r o d u c t s   s u b J e c t   t o   l l c e n s l n g   I n c l u d e  rubber, cement ,  scrap I r o n ,  s t e e l  
bars ,  t e x t l l e s ,  t l l e s  and brlcks. The preshlpment  flnanclng f a c l l l t y  
i n t r o d u c e d   I n  1979 a n d   t h e   p o s t s h l p m e n t   f l n a n c l n g   f a c l l l t y   I n t r o d u c e d  In 
1977 c o n t l n u e d   t o   b e   p r o v l d e d  by the  C e n t r a l  Bank fo r  t h e  purpose of  
p romot ing   expor t s  of manufac tu red  goods. T h e s e   f a c l l l t l e s   p r o v l d e   e x p o r t  
r e f l n a n c l n g  at low I n t e r e s t   r a t e s - - t h e   C e n t r a l   B a n k ' s   d l s c o u n t  rate 1s 
3 per c e n t ,  and comrnerclal   banks  charge 4.5 p e r  cent t o  e x p o r t e r s .  A s  a 
p r o p o r t i o n   o f   t h e  gross m a n u f a c t u r l n g  exports ,  t h e   t o t a l   r e f l f l a n c l n g  
u n d e r   t h e s e   f a c l l l t l e s  Increased threefold i n  f o u r   y e a r s ,  from 5 per cen t  
In 1976 t o  14 per cent In 1980. 
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The t h r e s h o l d   p r i c e s   I n   t h e  commodity e x p o r t   t a x   e t r u c t v l r e ,  
I n t r o d u c e d   I n  1979 ( S M / 8 0 / 1 4 2 )   a n d   b a s e d   o n   t h e   " c o s t   p l u R "   a p p r o a c h ,  
h a v e   b e e n   r e v i s e d   u p w a r d   i n  1080; f o r   t l n ,  from M$1,200 t o  M$1,400 per 
p l c u l ;   f o r  palm o i l ,  MS500 t o  M$508 per ton; f o r   r u b b e r ,  MS0.65 f o r  hlgh 
g r a d e  (RSS1) and MS0.70 f o r   l o w  grade (RSSZ and RSS3) per pound, to  a s s l e t  
s m a l l h o l d e r s  who p r o d u c e   m o s t l y  lower grade r u b b e r .   T h e s e   r e v i s i o n s  w i l l ,  
In f a c t ,  lower t h e  e f f e c t i v e  t a x  rates by s h i f t i n g   t h e  whole t a x  schedules 
t o  t h e   r i g h t .  

Q u a n t i t a t l v e   r e s t r i c t  Ions and licenalng r e q u i r e m e n t s  were l i f t e d  for  
some l t e m s   ( e . g . ,   r l c e   v e r m i c e l l l ,   l e a f / g r a s s  meals,  l o c k s )   I n  1980 e x c e p t  
t h o s e   f r o m   C h i n a .   T h e   1 9 8 1   B u d g e t   c o n t s l n s   p r o p o s a l s   f o r  some r e d u c t l o n s  
I n  lmport d u t r e s  ( e . g .  m u s l c a l   I n s t r u m e n t s ,   m l c r o p h o n e s ,   l o u d s p e a k e r s ,  
a m p l l f L e r s ,   c l n e m a t o g r a p h l c   e q u l p m e n t ,   a n d   w e l g h i n p ;   m a c h i n e r y ,   w i t h   a n  
e s t i m a t e d   r e v e n u e  loss of M$5 m l l l l o n ) ,   a n d  some i n c r e a s e s  ( e . g . ,  l l q u o r s  
and t o b a c c o ,   w l t h   a n  e s t m a t e d  r e v e n u e   g a i n  3f M$42 m i l l i o n ) .  

I V .  S e l e c t e d  ToPlcs 

1. T h e   F o u r t h   M a l a v s l a   P l a n  

The year 1981  marks  t he  l a u n c h i n g  of t h e   F o u r t h   M a l a y s l a   P l a n  (FMP), 
w h l c h   s e e k s  t o  f u r t h e r   t h e   a c h l e v e m e n t   o f   t h e   b r o a d  soclal and e c o n o m l c  
objectives of t h e   G o v e r n m e n t  as set  f o r t h  1 n  t h e  New Economlc Polrcy  
( N E P )  I n a u g u r a t e d   I n   1 9 7 1 .  The p u r p o s e  of t h l s   s e c t l o n  1s t o  s u m m a r l z e  
t h e  N E P ,  t o  r e v l e w   m a j o r   d e v e l o p m e n t s   I n   t h e   1 9 7 0 s ,   a n d  t o  describe I n  
more d e t a l l   t h e   s p e c ~ f l c s  of t h e  FMP. 

a. The New Economlc Pollcy 

P r i o r  t o  1971, e c o n o m l c   p o l l c l e s   I n  Malaysla e m p h a s i z e d  t h e  a c c e l -  
r a t l o n  of e c o n o m l c   g r o w t h   t h r o u g h  investment In I n f r a s t r u c t u r e ,   a g r l c u l t u r e ,  
and r u r a l   d e v e l o p m e q t .  While t h l s   s t r a t e g y  was s u c c e s s f u l   I n   s t r e n g t h e n l n g  
t h e   e c o n o m y ,  It d l d   n o t   a l l e v l a t e   t h e   p r o b l e m s   a r l s l n g   f r o m   t h e   f u n d a m e n t a l  
s o c l a l   a n d  economlc I m b a l a n c e s  In Malayslan s o c l e t y .   T h e  NEP, f o r m u l a t e d  
t o  a d d r e s s  these I s s u e s ,  se t  o u t   t h e  following o b J e c t 1 v e s   ( 1 )   t h e  
e r a d l c a t l o n   o f   p o v e r t y   l r r e s p e c t l v e  of r a c e ,   a n d  ( 2 )  t h e   r e s t r u c t u r l n g  
of s o c l e t y  t o  e l l m l n a t e   t h e   r d e n t l f l c a t l o n  of r a c e   w l t h   e c o n o m l c   f u n c t i o n .  
It  was recognized t h a t  the t r a n s f o r m a t i o n  of t h e   e c o n o m y   e n v l s a g e d  In 
t h e   o b J e c t 1 v e s  of t he  NEP h a d  t o  be a c h l e v e d  wlthlr l  t h e  c o n t e x t  of a n  
e x p a n d l n g   e c o n o m y ,  so  t h a t  no g r o u p  suffered a n y   a b s o l u t e   d e c l l n e   I n  
economLc s t a t u s .  As a c o n s e q u e n c e ,   t h e   e c o n o r n l c  p o l l c l e s  p u r s u e d   u n d e r  
t h e  aeg i s  of t h e  NEP h a v e   e m p h a s l z e d   g r o w t h  along w l t h  the a t t a l n m e n t  of 
t h e   b r o a d e r  soc la l  and  economlc g o a l s  d e s c r l b e d  a b o v e .  

b .  The Overal l  P e r s p e c t i v e   P l a n  (OPP)  a n d   t h e  NEP 

The OPP s p e c i f i e d   q u a n t l t a t l v e   t a r g e t s  for the  broad social  and 
e c o n m l c   o b j e c t i v e s  of t h e  NEP, which were t o  be a c h l e v e d   t h r o u g h  a 
serles of f o u r   f l v e - y e a r  p l a n s ,  commenclng wlth the S e c o n d   M a l a y s l a   P l a n  
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i n  1971. The OPP a l so  s p e c i f i e d   t h e   m a c r o e c o n o m i c   f r a m e w o r k   n e c e s s a r y  
for t h e   a c h i e v e m e n t  of t h e  NEP'R objec t lveH;  r e a l  o u t p u t  was t a r g e t e d  t o  
i n c r e a s e  by 7 . 9  p e t  c e n t  p e r   a n n u m   o v e r  t h e  perlod 1 9 7 1 - 9 0   ( T a b l e  11).  
During t h e  period 1971-80,  the f l r e t  d e c a d e  of t h e  OPP, r e a l  o u t p u t  
increased an average of 7 . 8  per c e n t   p e r   a n n u m ,   t h u s   i m p l y i n g  a h l g h e r  
i n c r e a s e  of R per  cent p e r  annum over the p e r i o d   1 9 8 1 - 9 0  i f  t h e   t a r g e t  
is t o  be a c h i e v e d .  

The OPP e n v i s a g e d  a s u b s t a n t i a l   r e d u c t i o n   i n   p o v e r t y  1/ as d e f i n e d   h y  
t h e  Malaysian G o v e r n m e n t ;  In P e n i n s u l a r  Malaysia, t h e   i n c l z e n c e  of p o v e r t y  
was targeted t o  d e c l l n e  from 4 9 . 3  per  c e n t   I n  1970 t o  16 .7  per c e n t  I n  
1990.  The i n c i d e n c e  of p o v e r t y  was e s t i m a t e d  a t  2 9 . 2  p e r  c e n t  i n  1980, a 
s u b s t a n t i a l  lmprovement o n  the  t a r g e t e d   l e v e l  of 3 4  p e r  c e n t  u n d e r   t h e  
OPP. However, f u r t h e r   r e d u c t i o n s  In p o v e r t y  a re  e x p e c t e d  to be l e s s  
r a p i d   b e c a u s e   o f  the d l f f l c u l t y   i n   r a i s l n g   t h e   l i v i n g   s t a n d a r d s  of t h e  
p o o r e s t  groups. A l t h o u g h   t h e r e  were no  s p e c l f l c   t a r g e t s  for the r e d u c t r o n  
of p v e r t y   i n  Sabah a n d   S a r a w a k ,   m e a s u r e s  were i m p l e m e n t e d   d u r i n g   t h e  
decade t o  Improve  t h e  s o c r o - e c o n o m i c   s t a t u s  of the poor. 

T h e  OPP a l s o   a l m e d  a t  r e d u c r n g   I m b a l a n c e s  rn employment  so t h a t  
e m p l o y m e n t   i n  varlous s e c t o r s   a n d   b y   o c c u p a t i o n a l   l e v e l   w o u l d   r e f l e c t   t h e  
racial composition of t h e  population. U n d e r   t h e  OPP t h e  s h a r e  of a l l  
M a l a y s r a n s  in t h e  ownershlp of productive c a p i t a l ,   r n   p a r t i c u l a r ,  t h e  
B u m i p u t t a   c m m u n l t y  w a s  t o  be Increased.  T h l s   w o u l d   i n s u r e   t h e   c r e a t l o n  
of a c o m m e r c l a l  and l n d u s t r l a l   c l a s s  among t h e   R u m l p u t r a s ,  w h o ,  w l t h r n   o n e  
g e n e r a t i o n ,  W O U I  d own clnd manage a t  least  30 per c e n t  of the commercial 
a n d   i n d u s t r i a l   a c t r v l t l e s  of t h e   c o u n t r y .   I n   t h l s   r e g a r d ,  t h e  t a r g e t  1 s  
t h a t  by 1 9 9 0   M a l a y s l a n s  w i l l  h o l d   a b o u t  7 0  p e r  cen t  of the share c a p r t a l  
of l l m l t e d   c o m p a n l e s ,   w l t h  Rumlput ras  a c c o u n t l n g   f o r  a t  least 30 p e r  
cent, a n d   o t h e r   M a l a y s r a n s ,  40 per c e n t .  

The p o l l c l e s   p u r s u e d   d u r i n g   t h e   p e r i o d   1 9 7 1 - 8 0   l e d  t o  a s u b s t a n t r a l  
i n c r e a s e   r n   e m p l o y m e n t  for a l l   M a l a y s l a n s .   I n  terms of l o b   c r e a t l o n ,  
employment  garns were grea tes t  i n   t h e   m a n u f a c t u r i n g ,   c o n s t r u c t ~ o n ,  and 
g o v e r n m e n t   s e r v i c e s  sectors (Table  1 2 1 ,   u n e m p l o y m e n t   d e c l l n e d  from an 
a v e r a g e  of  7 . 2  per  c e n t  I n  t h e  f i r s t  f i v e  years of t h e   d e c a d e   ( t h e   p e r l o d  
of t h e  SMP) t o  5 3 p e r  c e n t   i n  1980 ( t h e   l a s t  year o f   t h e  T h l r d  Malaysia 
P l a n  ( ' IMP)) .  However, e f f o r t s  to r e s t r u c t u r e   t h e   o w n e r s h l p  of t h e   c o r p o r a t e  
s e c t o r  f e l l  c o n s l d e r a b l y   s h o r t  of t h e  1980 t a r g e t  of 1 6  p e r  c e n t   f o r   t h e  
B u m l p u t r a  community ( T a b l e  13). The u n d e r a c h i e v e m e n t  of t h e   r e s t r u c t u r i n g  
t a r g e t   r e f l e c t e d  a n u m b e r   o f   f a c t o r s ,   ~ n c l u d l n g  t h e  very  low b a s e  of 
B u m l p u t r a  ownership In  1970, I n s u f f l c r c   k n o w l e d g e  of savrngs  h a b l t s ,  
and  the l o n g   s t a r t - u p  p e r i o d  f o r   t h e   X m p l L m e n t a t l o n  of  p r o g r a m s  t o  f o s t e r  
corporate ownershlp by Rumlputras and other l n d l g e n o u s   g r o u p s .  

C .  T h e  F o u r t h  MaLaysra P l a n  (FMP), 1951-85  

I l r e  F?:l- t L d t J r a L e b  an3 r e f l n e s  p c t l l c - e s  e m D , u b l z c  1.1 : I ~ c  p r e v l o u s  
two f lve -year  p l a n s  t o  i n s u r e   a c h i e v e m e n t  of t h e   o b J e c t l v e s  of: t h e  N E P .  

I 1/ T h e  p o v e r t y  l e v e l  1 s  above the U . N .  s u b s r s t e n c e   l e v e l .  



Table 11. Malaysia: Supply  and Use of Rcaourcee at  C o n r t a n t   1 9 7 0   P r i c e s ,   1 9 7 1 - 9 0  

A v e r a g e   a n n u a l   g r o w t h   r a t e   ( p e r   c e n t )  . S h a r e  of CDP ( p e r  c e n t  
1971-80 1981-85  1986-90  1981-90  1971-90  1970  1980  1985  1990 

Supply  of Resources  

GDP a t  market prices  
A g r i c u l t u r e ,   f o r e s t r y  

and f i s h i n g  
Mlnlng a n d   q u a r r y r n g  
Manu f a c t  ur ing 
Cons t r u c t   I o n  
Wholesa le  and r e t a l l  

Government services  

s e r v l c e s  

Use of Resources  

t r a d e  

Imports of goods  and 

Cons ump t I o n  expend i t u r  e 
P r i v a t e  
Pub 11 c 

I n v e s t m e n t   e x p e n d l t u t e  
Pr 1va t e 
Pub 1 L C  

Exports of goods and 
s e r v l c e s  

7.8 

4 . 3  
4 .6  

1 2 . 5  
9.6 

7 . 3  
9.5 

9 . 8  

- 

- 

8.4 
7.7 

10 .7  

1 2 . 2  
12 .o 
12 .G  

7 . 6  

- 

- 

7.6  

3 . 0  
5 . 8  

11.0 
9.0 

8 . 0  
9.0 

8 . 6  

- 

- 

7 .6  
7 . 0  
9 .2  

5 . 2  
8.0  

-1.4 

9 . 7  

- 

- 

- 

8 . 5  

4 . 0  
3.0 

10.8 
10.0 

8 . 5  
9 . 0  

8 . 8  

- 

- 

a. 2 - 
7.9 
9 . 0  

10.0 
10.0 
10 .0  

8.4 

- 

- 

8.0 

3.5 
4 . 4  

10 .9  
9 . 5  

8 . 2  
9.0 

8 . 7  

- 

- 

7.9  
7 4  
9 . 1  

7 .6  
9 .0  
4 . 1  

9 . 1  

- 

- 

- 

7.9 

3 . 9  
4.5 

1 1 . 7  
9.5 

7.8 
9 . 3  

9 . 3  

- 

- 

8 . 1  
7 6  
9.9 

9 .9  
17j-F 
8.3 

8 3  

- 

1 0 0 . 0  

30 .8  
6 . 3  

13 .4  
3.9 

1 3 . 3  
11.1 

39.6 - 

75 .0  
5 9 . 4  
15.6 

17 .9  
1 2 . 1  

5 . 7  

4 3 . 8  - 

100.0 100.0 100.0 
” - 
22.3 17.8 1 4 . 4  
4.7 4 . 3  3 . 3  

20.3  23.9 26.6  
4 .4  4 .8  5 . 2  

12.9 1 2 . 8  12 .8  
12.7  13 .8  14 .2  

47.5  49.7 50 .6  

I 
w 
Ln 

I - - 

78.2 78.5   77 .6  
5 9 . 2  5 6 . 8   5 5 . 4  
19 .0  2 1 . 7  22.2 

- 

27.0  23.7  25.4 
1 7 . 8  18.0 1 9 . 3  
9.2 5 . 7  6 .1  

- - 

42.5  47.3 4 7 , 2  - - 

Sources: The F o u r t h   M a l a y s l a  P l a n  and data p r o v l d e d  by the Malaysian authorltles. 



Table 12. Malaysia:  Employment Growth by Sector ,   1971-90 

Average  Annual  Growth  Rate  1980  1985 1990 
1971-  1976-  1981-  1986-  1981- E s t i -  Share of Est i- Share of Est i- Share of 

75  80  a5 90 90 mat ed Total mated Tot a1 mated Tot e l  
Employ- ( I n  per Employ- ( I n  per Employ- (In per  
ment c e n t )  ment c e n t )  ment c e n t  1 
('000) ( '000) ('000) 

A g r i c u l t u r e ,   f o r e s t r y  
and f i s h  1ng 

Mining and quar ry lng  
Manu f a c t  u r  ing 
Cons t ruc t ion 
E l e c t r l c l t y ,   g a s  

and  water  
T r a n s p o r t ,   s t o r a g e ,  

and  canmun 1c a t  Ion 
Wholesale  and r e t a l l  

t r a d e  
Flnonce and i n su rance  
Government servlces 
Other serv1ces 

Tot  a1  Employment 

Labor force 

Unemployment 

Unemployment r a t e  
( I n   p e r  c e n t )  

1 . 5  
0.1 
8 . 3  
12 .o 

5 . 1  

6 .3  

4 .9  
4 .4  
5 . 5  
5 . 8  
3.8 
- 

" 

" 

7.2 

1 .o 
0.8 
8.4 
7.4 

5.0 

4.3 

4.8 
4.4 
6.0 
3.4 
3 . 9  
- 

" 

" 

5.8 

0 . 7  
0 .5  
5 . 9  
4.4  

4 .4  

3.0 

4.7 
4 .4  
4.6 
4 . 5  
3.2 
- 

" 

" 

" 

0.8 
0.3 
5.0 
4.9 

4.2 

3.3 

4.8 
4.6 
4.4 
4 .9  
3 . 3  
- 

" 

" 

" 

0.7  
0 .4  
5 . 5  
4.6 

4 .3  

3.2 

4 . 8  
4 . 5  
4 . 5  
4.7 
3.2 
- 

" 

" 

" 

2,066.9 
89 .6  

803.1 
262.8 

49. T, 

193.2 

648 5 
52 .1  

710.1 
217.7 

5,093.5 

5,380.0 

286.5 

5.3 

40.6 2,138.4 
1 . 7  91.9 

15 .8  1 ,070 .1  
5.2 325.9 

1 .o 61.3 

3 . 8  223.6 

1 2 . 7  816.9 
1 .o 64.5 

13.9 890.0 
4 . 3  271.5 

100.0 5 ,954 .1  

6 ,259 .6  

305.5 

4.9 

35.9 
1 .5  

18 .0  
5 . 5  

1.0 

3.8 

13.7 
1.1 

14.9 
4.6 

100.0 

2,223.9 
93.1 

1,368.7 
413.6 

75 .2  

263.4 

1,034.9 
80.7 

1,104.0 
344.2 

7,001.7 

7,229.6 

227 9 

3 . 2  

31.8 
1 . 3  

19.5 
5 . 9  

1.1 

3.8 I 

w 
Q\ 

14.8 I 

1.1 
15.8 
4 .9  

100.0 
- 

.. 

... 

Sources:  The Fourth  Malaysla  Plan and s t a f f  c a l c u l a t i o n s .  



Table 13.  Malaysia: Ownership and C o n t r o l  of t h e  Corporate Sector ,  1971-90 

Average Annual 
1971 - 1980 1 /  1985 ” 1990 Growth Rate  

Amount Per  Amount Pe r Amount Per  Amount P e r  ( I n  p e r  c e n t )  
Cent Cent C e n t  Cent 1972- 1981- 
Share Share  Share Share 80 90 

M a l a y s l a   r e s l d e n t s  

Burniputra   indlvldualb 
and T r u s t  a g e n c l e s  
Burniputra i n d l v l d u a l s  
B u r n l p u t r a  T r u s t  

agencles 
Other  Ma 1 ays  Ian 

res i d e n t s  

F o r e i g n   r e s l d e n t s  

Share In   Malays lan  

Net asse ts  of l o c a l  
companles 

branches  

T o t a l  

2 ,512 .8  

279 6 
(168 .7)  

(110 .9)  

2 ,233 .2  

4 , 0 5 1 . 3  

2 ,159 .3  

1 ,892  0 

6 , 5 6 4 . 1  

38 .3   13 ,817 .8  

4 . 3  3 ,273 .7  
( 2 . 6 )  (1 ,128 .9 )  

(1 .7)   (2 ,144 .8)  

34.0  10,544.1 

61.7 1 2 , 5 0 5 . 2  - 
32 9 7 , 1 2 8  0 

28 .8   5 ,377 .2  

100 0 26,323 0 

52.5 27,188.8 
” 

12.4   9 ,926 .0  
(4 .3 )   (1 ,976 .1 )  

( 8 . 1 )   ( 7 , 9 4 9 . 9 )  

40.1 1 7 ,  262 8 

47.5  15,968 0 - 
27.1   9 ,740 .5  

2 0  4 6,227 5 

100 0 43 ,156 .8  

63 .0  - 

23.0 
4 . 6  

1 8 . 4  

40.0 

37 .O - 

22.6 

14 .4  

100 .0  

52,143.9 

22 ,368 .8  
( 3 , 8 9 1 . 4 )  

(18 ,477 .4 )  

23,825.1 

- 22,360.8 

14 ,539 .7  

7 , 8 2 9 . 1  

74.562.7 

70 .0  

30.0 
( 5 . 2 )  

(24 .8 )  

40 .O 

30 .O - 

19.5 

10 5 

100.0 

20.9 

3 1 . 4  
23.5 

(39 . O >  

18.8  

1 3 . 3  - 
14 .2  

1 2 . 3  

16 7 

1 4 . 2  

21 .2  
13 .2  

24 0 

11.0 

6 . 0  - 

7.4 

3 . 8  

11 .o 

Source. Four th   Ma lays l a   P l an .  

1/ Estimate. - 
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Real o u t p u t  LS t a r g t e d  t o  increase by an average of 7.6 p e r   c e n t  per unnum 
d u r i n g   t h e  FMP p e r l o d ,  somewhat lower than t h e  r a t e  a c h i e v e d  d u r i n g   r h r  
decade of t h e  1970s ( T a b l e  11). The m a n u f a c t u r l n g  sector 19 t o  c o n t i n u e  
IR t h e  l e a d i n g  sec to r  of t h e  economy, b u t  a t  a lower r a t e  of growt l l  of I 1  
p e r  cen t  pe r   annum,   compared   w i th  12 .5  per c e n t  d u r i n g   t h e   1 9 7 0 s ;   t h e  
s h a r e  of m a n u f a c t u r l n g  i n  t o t a l  o u t p u t  IS  e s t i m a t e d  t o  t1se from a b o u t  20 
p e r  c e n t  i n  1980 t o  a b o u t  24 per c e n t   I n  1985. The s t l m u l u s  t o  t h e  expan- 
s i o n  of t h e   m a n u f a c t u r i n g  Rector I S  e x p e c t e d  to come from b o t h  domestic 
a n d   e x t e r n a l   s o u r c e s .   W h l l e   t h e   t r a d l t i o n a l   e x p o r t - o r l e n t e d   I n d u s t r i e s ,  
sllch a s  t i m b e r   p r o d u c t s ,  electronics, t e x t i l e s ,  a n d   r u b b e r   p r o d u c t s ,  w i l l  
c o n t l n u e  t o  g row,   t hough  a t  l o w e r  ra tes  t h a n   d u r l n g   p r e v l o u s   y e a r s ,  a 
number of new p r o d u c t s   w h i c h   h a v e   s l p , n l f l c a n t   d e m a n d   p o t e n t l a l ,  e .p , . ,  
prcclslnn I n s t r u m e n t s   a n d  s c l e n t ~  f l c  g a u g e s ,  w i l l  r e c e l v e   s t r o n p ,   e n c o u r a g e -  
ment  d u r i n g  the FMP period I n  addition, several  agro-based I n d u s t r l e q ,  
w l t h  good p o t e n t l a l  for e x p o r t  and d o m e s t l c  demand, w i l l  r e c e l v r  p r r o r l t v  
treatment.  O t h e r  sectors  w h i c h  are e x p e c t e d  t o  expand r a p ~ d l v  d u r l n e ;  t h e  
FMP are  c o n s t r u c t l o n  (9 p e r   c e n t )   a n d   g o v e r n m e n t   s e r v i c e s  (9 pc.r c e n t ) .  

I m p o r t s  a r e  e x p e c t e d  t o  lncrc13se a t  a n  avcrp,r r a t e  o f  8 . 6  per  Len t  
p e r  annum 111 r e a l  terms d u r l n g   t h e  FMP, w e l l  b e l o w   t h e   d v e r . l g e  of 9 .8  per 
c e n t   r e c o r d e d  d u r i n g  1971-80.  Tile s l o w e r   g r o w t h  o f  m p o r t s  1s t o  be 
a c h l e v e d ,  i n  p a r t  , t h r o u g h  i m p o r t   s u b s t r t u t l o n  I n  h e a v y  Industries, s u c h  
a s  a lumlnum,   cement  and s t e e l .  In  1980 t h e  H e a v v   l n d u s t r l e s   C o r p o r a t l o n  
was e s t a h l l s h e d  t o  p romote  the d e v e l o p m e n t  of h e a v y  l n d u s t r ~ e s  o n  a 
long-term b a s l s ,  t h e  C o r p o r a t l o n  w i l l  seek t o   e s t a b l l s h   l o l n t - v e n t u r e s  
w l t h  foreign i n t e r e s t s  a n d   e n c o u r a g e  heavy l n d u s t r l e s  t o  reloc-ate 111 

Malays l a .  

On t h e  demand s i d e ,   p r i v a t e   i n v e s t m e n t  i s  e x p e c t e d  to p l a y  a m a J o r  
r o l e  d u r l n g  t h e   1 9 8 1 - 8 5   p e r i o d ,   s l n c e  over 7 2  p e r  c e n t  of t h e   t o t a l  
D r o J e c t e d   i n v e s t m e n t  of about   M$103 b l l l l o n ,  o r  2 7  p e r   c e n t  of e s t l m a t e d  
G D P ,  L$ e x p e c t e d  to  b e  m e t  by t h e  pr lvate  s e c t o r   T h i s  lmpl les  a rea l  
g r o w t h  of a b o u t  11 p e r   c e n t  per annum of  p r l v a t e   r l o n o l l   I n v e s t m e n t ,  how- 
e v e r ,  ~ l n c e  l n v e s t m e n t   I n   t h e  011 l n d u s r r y  1 s  a n t ~ c l p a t e d  t o  d e c l l n e   I n  
r e a l  terms, t h e  rea l  g r o w t h  of  t o t a l   p r l v a t e   I n v e s t m e n t  1s e s t i m a t e d  a t  
8 p e r   c e n t .  The growth o f   p r i v a t e   I n v e s t m e n t  1 s  p a r t i c u l a r l y   s l g n l f l c a n t  
ln v ~ e w  of t h e   p r o l e c t e d  real decline of 1 4 p e r   c e n t   p e r   a n n u m  of  p u b l i c  
l n v e s t m e n t   d u r r n g   t h l s  p e r l o d .  The ob le1  I zve  of t h e   G o v e r n m e n t  w l l l  b e  
t o  p r o m o t e   t h e  role  of t h e   p r l v d t e   s e c t &  - I  bullding t h e  p r o d u c t i v e  base 
of t h e  economy, and, t h e r e b y  t o  c o n t r l b u L e  Loward   ach levement  of t h e  NEP 
obJec t  Lves; a s  a c o n s e q u e n c e ,   p u b l l c   I n v e s t m e n t   e x p e n d l t u r e  d u r l n g  t h e  
FMP w ~ l l  be used t o  c o n s o l t d a t e  pas t  a n d   e x l s t z n g  development proJects I n  
order t o  s t r e n g t h e n   t h e i r   e f f e c t i v e n e s s .  

E x p o r t s  are  e x p e c t e d  t o  p l a y  a l e a d r n g  r o l e ,  d e s p l t e   a n t l c l p a t e d  
weak e x t e r n a l  demand  and a downward t r e n d   I n   e x p o r t   p r l c e s  of maJor 
c o m m o d l t l e s   d u r i n g   t h e  f i r s t  part of t h e   p l a n   p e r i o d .   E x p o r t s  a r e  
e s t i m a t e d  t o  I n c r e a s e  by 9 . 7   p e r   c e n t   p e r   a n n u m  In real  terms d u r l n g   t l L e  
FMP, well above t h e  rea l  I n c r e a s e  of 7.6 p e r  cent r e c o r d e d   d u r l n g  1971-80. 
T h l s   g r o w t h  of e x p o r t s  will be ach leved   l arge ly  on the  b a s l s  of the 
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performance of mineral  and  manufactured exports. Minera l   expor t s  are 
p r o j e c t e d   t o   i n c r e a s p  by about 20 per cent   per  annum i n   c u r r e n t   p r i c e s  
d u e   t o   f o r e c a s t   i n c r e a s e s  I n  t h e   p r i c e s  of t l n ,   p e t r o l e u m ,  and copper,   and 
i n   t h e  volume of petroleum  exports ;   the   volumes of t i n  and copper   expor t s  
a re  p r o j e c t e d   t o   d e c l i n e .  Also, t he   expor t  of LNG from the  Rln tu lu  
p r o j e c t ,  which  comes on stream i n  1983, 18 f o r e c a s t   t o  amount t o  M S 3 . 3  b i l -  
lion by 1985. Manufac tured   expor t s   a re   forecas t   to   increase  by mre than  
24 per   cen t   per  annum i n  c u r r e n t   p r i c e s   d u r l n g   t h e  FMP, This  rapid  expan- 
s ion   of   manufac tured   expor t s  w i l l  depend on Malays la ' s  ab1 l ~ t y   t o  main ta in  
her c m p e t l t l v e   p a s l t l o n ,  and  on the  adopLlon of an aggressive export  
s t r a t e g y  whlch seeks t o   d e v e l o p  new products  (see above)  and new markets .  

To ta l  employment i s  p r o l e c t e d   t o   i n c r e a s e  by an average  of  3 . 2  per 
cent per annum d u r i n g   t h e  FMP, wi th   the  r e su l t  t h a t  unemployment 1s fore-  
c a s t  t o   d e c l i n e   t o  4 .9  p e r   c m t   i n  1985 (Table  12). I n  o r d e r   t o   i n s u r e  
a d e q u a t e   s u p p l l e s   o f   s k i l l e j  manpower, b o t h   t h e  Government  and t h e   p r i v a t e  
s e c t o r   a r e   e x p e c t e d   t o   s t e p  u p  their  t r a l n i n g   e f f o r t s   d u r i n g   t h l s   p e r i o d .  
The manufac tu r ing   s ec to r  wlll aga in   be   t he   l ead ing   s ec to r   In   t he   gene ra -  
t l o n  of new employment .  

In  view o f  the openness o f  Malaysla's  economy--exports  equaled 
4 3  per   cent  and imports 48 per cent  r e a l  GDP In  1980--domest IC p r i c e s  
w i l l  be heavi ly   in f luenced  by t he  r.1. c , I t e rna t   l ona l   i n f l a t ion   du r lng  
t h e  FMP. Ano the r   f ac to r   a f f ec t l t l g   t he   dcmes t l c   p r i ce   l eve l  1s the  imported 
p r i c e  of o i l ;  a l though  Malaysla  1s a ne t   expor t e r  of 011, i t  1s estimated 
t h a t  i t  st111 w i l l  import  about 70 per c e n t  of I t s  domest ic   requlrements  by 
1985.1/ - Taking   in to   account   poss ib le   deve lopments   In   In te rna t iona l  
p r i c e s ,  t he  FMP f o r e c a s t s   a n n u a l   p r i c e   i n c r e a s e s  of  6-7 per   cen t  
du r ing  1981-85. 

The R u m l p u t r a  t r u s t  agencles,   which  acqulre and h o l d   s h a r e   c a p l t a l  
on beha l f  of t h e  Rumlputra  community, will c o n t i n u e   t o  be t h e  main 
vehic le   to   insure   ach ievement  of the goal  of 30 per  cent  Rumlputra 
ownership  of   shares  by 1990.  These  agencles are t a r g e t e d   t o   i n c r e a s e  
t h e i r   h o l d i n g s  of shares from 8 1 pe r   cen t  of t h e   t o t a l  I n  1980 t o  18 4 
per   cen t   i n  1985  (Table 13) .  The t r a n s f e r  of shares   f rom  the  PNB (Nat iona l  
T r u s t )  to  Bumiputra   lndlvlduals  and ln t e re s t s  began  In  1981,  under t h l s  
scheme, Bumiputras are  encouraged t o  purchase   shares   in  a mutua l   fur  
Bumlputras  are  guaranteed by t h e  PNB a 10 per cent   per  annum r e t u r n  on 
t h e i r   s h a r e s ,  which can   on ly  be  t r a n s f e r l e d  back t o   t h e  PNB. The funds 
genera ted   f rom  the  sa le  of  shares  to  Bumlputras wlll be used  by the PNB 
to a c q u i r e  additional e q u l t y   c a p l t a l .  

The FMP (1981-851, t h u s  envisages a cont inuous  expansion of ou tpu t ,  
w l th   t he   manufac tu r ing   s ec to r   p l ay lng  a l e a d l n g   r o l e ,   m a n u f a c t u r e r s   a r e  
expected t o  r e p l a c e   a g r l c u l t u r e  as the l a r g e s t  component o f  GDP by 1985 

1/ Malays ia   expor t s   l i gh te r   c rude   t o   coun t r i e s   such  as t h e  U . S .  
and Japan  and  imports   heavler   crude  for   domest ic  use. See also t h e  
following s e c t i o n  on Energy  Pollcy.  
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( T a b l e  11). The  FMP a l s o  e n v l s a g e s  a r e a l   g r o w t h  I n  e x p o r t s  of a l m o s t  
10 p e r  c e n t  per annum, a r a t e   we l l  a b o v e   t h a t   r e c o r d e d   d u r i n g   t h e  1 9 7 0 s .  
I n  l l n e  w l t h   t h e   p r o j e c t e d   i n c r e a s e  of r e a l  G D P  of 7 . 6  per c e n t   p e r   a n n u m  
d u r i n g  the  p e r i o d  of t h e  FMP, a f u r t h e r   i n c r e a s e  I n  employment  IS t o r e c a s t .  
A t  t h e  same time, labor market c o n d l t i o n s  are expected to t l g h t e n   f u r t h e r ,  
in p a r t l c u l a r   t h e   m a r k e t  for s k i l l e d   w o r k e r s .  

Furthermore, t h e  I n t e r n a t i o n a l   e c o n o m l c   e n v a r o n m e n t  remalns uncertain 
a n d   g e n e r a l l y   u n f a v o r a b l e .   H o w e v e r ,  ~t LS l r k e l y   t h a t   t h e   a u t h o r l t r e s  
w i l l  c o n t i n u e  t o  d e m o n s t r a t e   f l e x r b l l l t y   a n d   s k l l l   I n   a d o p t l n g   e c o n o m i c  
p o l i c i e s  t o  a c h i e v e   f u r t h e r   g r o w t h   a n d   o t h e r   o b J e c t i v e s   o f   t h e  FMP. 

2 .  Energy  

A l t h o u g h   t h e   t l g h t e n l n e ;  of e n e r g y   s u p p l y   s i n c e   1 9 7 3 / 7 4 ,   p a r t l c u l a r l y  
of 0 1 1 ,  h a s   b r o u g h t   a b o u t   s e r l o u s   e c o n o m l c   d l s l o c a t l o n s   I n  many o r l -  
l m p o r t r n g   c o u n t r l e s ,  Malaysia h a s  e n c o u n t e r e d   n o   s u c h   d r f f i c u l t i e s - - t h a n k s  
t o  I t s  l n d l g e n o u s  011 r e s e r v e s .   H o w e v e r ,   t h e s e   r e s e r v e s   a r e   r e l a t l v e l y  
s m a l l ,  a n d   g l v e n  t h e  FMP's p l a n  f o r   f u r t h e r   l n d u s t r l a l l z a t l o n  of t h e  
economy and rmprovement of t h e   s t a n d a r d  of l l v l n g  It has b e c o m e   1 n c r e a s l n g l y  
c l e a r   t o   t h e   a u t h o r l t l e s   t h a t  a comprehensive l o n g - t e r m   e n o r g y   p l a n  IS 
n e e d e d - - o n e   t h a t   p r o m o t e s   n o t   o n l y   c o n s e r v a t l o n  of 011 ,  b u t   a l s o   t h e  
d e v e l o p m e n t  of o t h e r   z n d l g e n o u s   n o n - 0 1 1   e n e r g y   s o u r c e s ,  Thls sect l o n  
p r e s e n t s  a b r l e f   r e v l e w  o f  M a l a y s i a ' s   e n e r g y   s l t u a t l o n  and ~ t s  l o n g - t e r m  
o u t l o o k .  

a .   E n e r g y   u s e  

D u r l n g  t h e  1970s, Malaysia's t o t a l  c o n s u m p t l o n  of e n e r g y   I n c r e a s e d  
a t  a n   a n n u a l   a v e r a g e  r a t e  o f  8 . 4   p e r   c e n t ,   c o m p a r e d  wl th  an average 
a n n u a l   g r o w t h  of 8 p e r   c e n t  In  real GNP and i n d u s t r i a l   p r o d u c t l o n .  The 
t o t a l   d o m e s t r c  u s e  of 011 h a s  grown a t  9 . 2  p e r  c e n t   p e r  annum on a v e r a g e  
d u r r n g   t h e   l a s t   d e c a d e ,   a c c o u n t l n g   f o r   a b o u t  95 per  c e n t  of t o t a l   e n e r g y  
use i n   1 9 8 0 ,   c o m p a r e d  w l t h  8 7  p e r   c e n t  i n  1970 ( T a b l e  14) .1 /  D e s p l t e   t h e  
l a r g e  n a t u r a l  gas endowment and h y d r o - p o w e r   p o t e n t l a l ,   t h e y r  role I n  
m e e t r n g   e n e r g y   r e q u i r e m e n t s  has been r e l a t l v e l y   s m a l l .  Most of t h e  
i n c r e a s e   I n   e n e r g y   c o n s u r n p t l o n   c a m e   f r o m  the I n d u s t r i a l   s e c t o r   a n d   t h e  
u r b a n  a r eas .  The u s e  of c o m r n e r c l a l   e n e r g y  In ru ra l  areas 1 s  st111 modest, 
a b o u t   t h r e e   f o u r t h s   o f   t h e   h o m e s  I n  t h e   r u r a l  sec tor  u s e  c h a r c o a l   o r  
f l r e w o o d  for c o o k l n g ,   a n d   o n e   f o u r t h   u s e   k e r o s e n e  011 o r  e l e c t r l c l t y .  
T h e  a n n u a l  p e r  c a p r t a  consumptlon of e n e r g y  1s r e p o r t e d  t o  be equivalent 
t o  a b o u t  4 . 4  b a r r e l s  of o l l - - s l r g h t l y   a b o v e   t h e   a v e r a g e   f o r  developing 
c o u n t r l e s   a n d  much lower t h a n   l n d u s t r l a l   c o u n t r l e s .  

I n   t h e   n e x t  2 0  y e a r s ,  t h e  d e m a n d   f o r   e n e r g y  1 s  e x p e c t e d  t o  grow a t  
a n   a n n u a l  ra te  of 8 . 2  per c e n t ,   a l m o s t   t h e  same r a t e  a s  t h e   p r o J e c t e d  GDP 

011 has  b e c o m e   l n c r e a s l n g l y   i m p o r t a n t  as a m a l o r   s o u r c e  of f o r e l g n  
e x F h a n g e   e a r n l n g s   a n d   g o v e r n m e n t   r e v e n u e ,   t h e   s h a r e  of p e t r o l e u m   e x p o r t s  
I n  t o t a l  e x p o r t s  has  grown f rom 13 p e r   c e n t   i n  1976 t o  24 p e r   c e n t  In  
1980. The s h a r e   o f   0 1 1 - r e l a t e d   r e v e n u e s   ( I n c o m e  taxes on 011 c o m p a n i e s ,  
e x c i s e  t a x e s ,  p e t r o l e u m   r o y a l t  les,  a n d   I m p o r t   d u t l e s )  In t o t a l  g o v e r n -  
ment revenue I n c r e a s e d  from 1 2  per c e n t  In l e 7 6  t o  19 per cent I n  1980. 



Tab le  14.  Malaysia: Sources  of Energy i/ 
(In b a r r e l s   p e r  day equivalent) 

1970 1975 1980 1990 2000 
S c e n a r i o  1 S c e n a r i o  2 S c e n a r l o  1 S c e n a r i o  2 

Oi 1 

Hydro 

Gas 

Coal 

Others - 2 /  

Tot a1 

Memorandum 1 t ems : 
( i n  per c e n t )  

S h a r e  of 011 

Share  of hydro 

Share  of gas  

63,310 

1,392 

" 

" 

7,727 

72,479 

8 7  

2 

" 

98,6 56 

1,184 

" 

" 

5,468 

105,308 

94 

1 

" 

152,500 

5 ,073  

" 

" 

4 ,548  

162,073 

94 

3 

" 

317 , 186 

13,518 

21,795 

" 

3,569 

356,068 

89 

4 

6 

213,600 

35 ,600  

74,760 

17,800 

14 ,240  

356,000 

60 

10 

21 

663,032 

30,302 

66 ,747  

" 

18,609 

778,690 

8 5  

4 

9 

77,900 

282,400 

312 , 100 

77,900 

38,700 

779,000 1 

tJ 
t 

I 

10 

35 

40 

S o u r c e   P e t r o n a s  "Gas Optlon for Malays la"  a pape r  p r e s e n t e d  a t  TENAGA conference,   Kuala  Lampur,   1980. 

- 1/ Assumpt ion '   Scenar lo  1 r e p r e s e n t s  t h e  s l t u a t l o n  where m1nlmal e f f o r t s  are made t o  s u b s t l t u t e  011  w r t h  
o t h e r   i n d l g e n o u s   e n e r g y  sources. S c e n a r i o  2 r e p r e s e n t s   t h e  situation w h e r e   t h e   t o t a l   h y d r o   p o t e n t l a 1   t l . a t  is 
e c o n o m l c a l l y   e x p l o l t a b l e   ( 6 3 , 6 0 0  GWH/year) i s  f u l l y  u t i l i z e d  by 2000. P r o j e c t i o n s  f o r  t h e  g rowth   l n  energy 
demand based on t h e  assumpt ion  of 8 . 1  p e r  cent growth I n  GDP d u r m g  t h e  1980-2000 per iod.  
- 2 /  I n c l u d e s  wood and c h a r c o a l .  
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growth  of 8 . 1  p e r   c e n t .  C o n s l d e r l n g   t h e   d e v e l o p m e n t  of energy-intensive 
i n d u s t r i e s  envisaged In t h e  FMP, growth  could be e v e n   h i g h e r .  

b .  - Energy  r e s o u r c e s  

Malaysia's energy r e s o u r c e s   c o n s l s t  of 011, n a t u r a l  gab, h y d r o -  
e l e c t r i c  power, a n d  coal as shown i n  Table  1 5  b e l o w .  

Table 15. Malays16 Energy R e s o u r c e s  

TY Pe 
Known Reberves 

as of 1980 
011 Equivalent i n  

E n e r g y  Contents  

011 1.8 b l l l l o n   b a r r e l s  

U n a b s o c l a t e d  
g a s  

30 t r l l l r o n   s t a n d a r d  5 bllllon b a r r e l s  
c u b l c   f e e t  

H y d r o e l e c t   r 1 c  I 1/ Technical p o t e n t  l a1  
1 2 3 , 0 0 0  GWH/year 

Coa 1 

Economic p o t e n t  la1  
6 3 , 6 0 0  GWH/year 

194 2 milllor! 
b a r r e l s / y e a r  

Gross 400-500 m i l  llon 2 , 1 5 0 - 2 , 7 0 0   m r l l l o n  
t o n s   b a r r e l s  

Economical l y  e x p o r t   a b l e  500 r n r l l l o n   b a r r e l s  
93 rnll llon t o n s  

Source Est imates  p r o v l d e d   b y   t h e   M a l a y s l a n   a u t h o r l t l e s .  
- 1/ G r o s s   p o t e n t l a l  1s e s t m a t e d  t o  be 414,000 GWHlyear 

The o i l  r e s e r v e s   c o n s i s t   o f   h l g h   q u a l i t y   l o w - s u l p h u r   l l g h t  crude.  
A t  t h e  c u r r e n t ;  r a t e  of p r o d u c t i o n  of a b o u t  30,000 b a r r e l s  per d a y   ( b p d ) ,  
t h e   r e s e r v e s   c a n   b e   e x p e c t e d  t o  l a s t  a b o u t  1 7  years M a l a y s l a ' s   r e s e r v e s  
of n a t u r a l  gas are  about t h r e e  times larger t h a n  the known  pe t ro l eum 
r e s e r v e s .   A b o u t  one h a l f  of t h e   r e s e r v e s  are located rn a n  area n e a r  
S a r a w a k ,   o u t p u t   f r o m   t h e s e  fields h a s   b e e n   e a r m a r k e d   f o r   e x p o r t  t o  J a p a n  
I n  c o n n e c t l o n  w l t h  t h e   B l n e u l u  l l q u l d  naLural gas p r o J e c t .  

T h e   d i s c o v e r y  of  new 011 and gas f i e l d s   h a s  cont l n u e d   s i n c e   t h e  f r r s  t 
e x p l o r a t i o n  in Sarawak In 1910. Since 1957, 011 fleld d l s c o v e r l e s  have 
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been made l a r g e l y  111 o f f s h o r e   a r e a s .   A b w t  1 )O,OOO square  miles I n  
M a l a y s i a n   t e r r i t o r l e s  are e s t r m a t e d   t o  hl ve 11 Id rocarbon  po ten t la l ;  how- 
ever ,  only 20 per cent of t h i s  a rea   has  lleen .es ted  by d r i l l i n g ,   m a i n l v  
rn   sha l low  wa te r   a r eas   c lose   t o   sho re .   T , -p re fo re ,  depending on develop- 
ments In 0 1 1  and gar; pr rces  and i n  t echnology,   the   es t imates  of 011 and 
g a s  reserves c o u l d   I n c r e a s e   s ~ ~ b s t a n t l a l l y   I n   t h e   f u t u r e ,  a s  has  happened 
i n   t h e   p a s t ;   f o r   e x a m p l e ,  the estlmate Increased  from 1.4 b i l l i o n  barrels 
r n  1979 t o  1.8 b i l l i o n   b a r r e l s   I n  1980. 

M a l a y s l a   a l s o   h a s   l a r g e   t e c h n i c a l   h y d r o e l e c t r i c   p o t e n t i a l ,  which is 
about   th ree  times the current   energy  consumption  (about   162,000  barrels /  
day o i l  equivalent   (bdoe)   in   1980) .   Only  about   half  of t h l s   t e c h n i c a l  
p o t e n t i a l  1s economical ly  exploitable a t  present.  However, t h e  mismatch 
of  supply  and demand l o c a t i o n s   a c t s   a s  a c o n s t r a r n t  on maxlmum u t r l l z -  
a t l o n  of t h i s   p o t e n t l a l ;   w h i l e   8 7   p e r   c e n t   o f   t h e   t e c h n i c a l   p o t e n t i a l  
1s loca ted  i n  Sabah  and  Sarawak,  Penlnsular  Malaysia  accounts for about 
80 per cen t  of the total   energy  consumptlan.   Al though  prel iminary  s tudies  
h a v e   i n d r c a t e d   t h e   p o s s i b i l i t y  of t r a n s m l t t l n g   e l e c t r i c i t y  from E a s t e r n  
Malaysia  to  Peninsular  Malaysia  through  submarlne  cables,   the  cost  and 
t echnzca l   p rob lems   a r e   subs t an t i a l .  

M a l a y s l a ' s   c o a l   r e s e r v e   a r e   r e l c t l v e l y   i n s i g n l f l c a n t .   C o a l   d e p o s l t s  
a r e   l o c a t e d   p r i m a r i l y   i n   i s o l a t e d  and i n a c c e s s i b l e  areas i n  Sarawak. 
Fur thermore ,   the   coa l  i s  ger leral lv  of poor   qua l i ty - - low  ca lor ie   va lue ,  
h lgh   mols ture  o r  h l g h  vo la t l l l t y - -ond   coa l  seams a r e   s m a l l  Ln s u e .  

c .  Energy  product  ion 

Product Lon of c rude   o i l   has   Inc reased  by 30 per   cen t  a year on 
average   dur lng  the  l a s t   decade ,   r each ing  a peak of 1 0 3 . 3   m l l l l o n   b a r r e l s  
I n  1979 (Appendix Table  X X I X ) .  In   1980,   product lon o f  c rude  011 dec l lned  
by  about 2 per  c e n t ,  r e f l e c t l n g   t h e  new o i l  dep le t ion   po l i cy .   Pe t ronas  
c u r r e n t l y   h a s   t h r e e   r e f i n e r i e s   w l t h  a t o t a l   c a p a c i t y  of  155,000 bpd, t h l s  
1 s  l n su f f l c l en t   t o   p rocess   t he   cu r ren t   domes t i c   p roduc t lon   ( abou t  276,000 
bpd I n  1980) o r  consumption  (about 162,000 bpd) .   Pe t ronas  1 s  c u r r e n t l y  
plannrng two a d d i t i o n a l   r e f i n e r i e s   w l t h  t o t a l  c a p a c l t y  of 190,000  bpd, 
whlch wil l  be  capable  of processing b o t h   l o c a l  and Imported  crudes. 

Malaysla   s imultaneously  exports  i t s  l l g h t   c r u d e  and rmports  heavy 
crude and 011 products   because  of  t h e  h l g h e r   p r l c e  of Malays ian   l lgh t  
c rude  and the   domest ic  demand p a t t e r n   t h a t   r e q u l r e s  a h lghe r   p ropor t ion  
of heavler   p roducts  (e.g., d l e s e l ,  kerosene and f u e l  0 ~ 1 ) .  In  1980, 
Malaysia   exported  about  83  per   cent   of   damest lc   crude  product lon  and met 
76 per cen t  (46  m l l l l o n   b a r r e l s )   o f  I t s  petroleum needs wlth   impor ts .  

Malaysla  has  been a ne t  011 e x p o r t e r   s l n c e  1976, r e f l e c t l n g   t h e  
Inc reased   p roduc t lon  and e x p o r t s   t h a t   f o l l o w e d   t h e  011 p r l c e   i n c r e a s e s .  
However, given the c u r r e n t  r a t e s  of product lon and consumptlon  growth, 
t h e   a u t h o r l t i e s   f o r e c a s t   t h a t   M a l a y s l a  w i l l  become a ne t   Impor te r  of 011 
by t h e  l a t e  1980s, unless  new 011 r e s e r v e s  are dlscovered .  
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Production of assoc ia ted  ~ a s - - a  b y - p r o d u c t  of c r u d e  0 1 1  production-- 
was estimated t o  be 260 m i l l l o n  c u b i c  feet a day in 1980.  However, eb(cut 
70 per cent of t h i s  W C ~ A  w a s t e d  by f l a r i n g ,  partly d u e  t o  t h e   d i f f i c t l l t y  
of c o l l e c t i n g   i s o l a t e d   q u a n t l t l e s  of t h e  g a s .  Thr p r o d u c t i o n  of un- 
assoc ia ted  gas a t  p r e e e n t  lr) n i l ,   d e a p l t c   t h e  vadt reserves. The R l n t u l u  
LNG pto lec t ,  a USs1.2 b l l l r o n  i o l n t  v e n t u r e  w l t h  Japan, wlll p r o d u c e  
6 m l l l l o n   t o n s  of LNG a y e a r  when i t  i s  c o m p l e t e d  i n  1983. T o t a l  produc- 
tlon is s c h e d u l e d  t o  be e x p o r t e d  t n  J a p a n .  

M a l a y s i a  meets a b o u t  23 p e r   c e n t  of I t s  e n e r g y   r e q u i r e m e n t s   w l t h  
e i e c t r i c i t y   b u t  the s h a r e  of h y d r o e l e c t r i c  power has  d e c l i n e d  c o n t l n u o u s l y  
d u r i n g  most of t h e  l a s t  d e c a d e   ( A p p e n d i x   T a b l e  X X X ) .  The c u r r e n t  share 
of hydro-power  I n  t o t a l   e l e c t r r c l t y   g e n e r a t i o n  i n  Malaysla ( 1 1 . 4   p e r   c e n t  
ln 1979)  1 s  t h e  sma l l e s t  among ASEAN c o u n t r ~ e s  (30 p e r   c e n t  In T h a i l a n d ,  
2 0  per  cent  In I n d o n e a l a   a n d   t h e   P h l l l p p l n e R ) .   I n   t h e  l a s t  d e c a d e ,   t h e  
increase  I n   d e m a n d  f o r  e l e c t r l c r t y   h a s  been l a r g e l y  met b y  construction 
of a d d r t l o n a l   o i l - f r r e d   s t a t i o n s ,   e x c e p t  for t h e   T e m c n g o r   H y d r o   P r o l e c t  
( 3 4 0  MW) c o m p l e t e d  rn 1 9 7 9 .   A l t h o u g h   t h e   h y d r o e l e c t r i c   c a p a c i t y  w l l l  
b e  more t h a n   d o u b l e d  when t h r e e   o n g o i n g   p r o l e c t s  ale c o m p l e t e d  during 
t h e  FMP p e r i o d ,  ~ t s  s h a r e  i n  t h e  t o t a l   c a p a c i t y  will rernaln a t  about 2 8  
p e r   c e n t   i n  1985 ( T a b l e  16)  I f  there 1 9  no further e x p l o l t a t l o n  t h a n  1 s  
c u r r e n t l y  planned ,  the s h a r e  w l l l  be reduced t o  2 5  per c e n t  by 1990.  

T a b l e  16. Malaysla Power G e n e r a t L o n  Capaclty b y  
P l a n t  T y p e s  

01 1 Hydro  Gas Total 
MW Per cent MW P e r  cent Mw Per c e n t  

1980 1,540 - (68) - 635 ( 2 8 )  - 105 ( 5 )  2 , 2 8 0  

Addl t Ions 
1 9 8 1 - 8 5   1 , 2 9 6  765 610  2 , 6 7 1  

1985 4 , 9 5 1  

Addr t Ions 
19 86-90 1 ,671  39 2 100 2,163 

1990 4,507 ( 6 3 )  1 , 7 9 2  ( 2 5 )  - 815 (11) 7 , 1 1 4  

Source: Data p r o v l d e d  by t h e  Malaysian authorltles. 
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d . Coneervat   lon p o l  Icy  

Faced w i t h  t h e   p o s s i b i l i t y  o f  heccrmln): a ne t -o l l   Impor te r  by t h e  
l a t e  19809, Malaysla  has dev0tc.d l n c r e a s l n g   e f f o r t s   t o   p r o m o t l n g   t h e  
conse rva t lon  of energy .  Conserva t ion  I $  pursucbd th rough   bo th   p r i cc  
and  nonprlce  pol lcy  measures .  The p r i c e  o f  petroleum  products  was in- 
creaRed s e v e r a l  times i n  r e c e n t  w a r s  i n  response   to   h lgher   pe t ro leum 
p r i c e s   i n  the world  market  (Appendix  Table X X X l ) .  I /  The Government 
recently announced I t s  i n t e n t i o n  t o  con t inue   t h l s -p rac t   i ce   i n   o rde r   t o  
make t h e   p r i c e s   r e f l e c t   t h e   t r u o   t r n d e r l v l n p   s c a r c r t y .   F u r t h e r m o r e ,  t n  
promote  conservat lon of fuel f o r  automobiles,   the  Government  currently 
has  a road t a x  scheme w a t h  G progressive r a t e   s t r u c t u r e  according t o  
engine  B L Z P .  I t  a lqo  p rov ldes   t ax  incentive\ f o r   ~ n d u s t r y  t o  r e p l a c e  
old   energy- lnef f lc len t   equlpment   wl th  new e n e r g y - e f f l c l e n t   u n i t s  by 
a l l o w l n g   f a s t e r   d e p r e c l a t l o n .  

The  Government  announced a publlc  campaign  program  in  September 1980 
as the f i r s t  phase of I t s  ConServatlon  program , c o n c e n t r a t l n g  on v l s u a l  
materials, p o s t e r  compet ~t Ions,  ~ ~ m l n ~ r ~ ,  workshops,   radio Ind t e l e v l q i o n  
messages. Tho second phase w i l l  I nvo lve   t echn lca l  and l e g l s l - - t i v e   a c t i o n s .  
The purposes of the publ lc l tv   campaign are Lo: ( a >  i n c r e a s e  the p u b l i c ' s  
awareness  of t h e  e n e r g y   s l t u a t l o r l  and  t h e   f l n l t u d e  of r e s e r v e s ,   t h e  high 
and r l s l n g   c o s t s   o f  011 and supplv  lnsecul  l t i e s  due t o  high re l lnr ice  on 
Imported 011; ( b )   p o l n t   o u t   t h e   b e n e f l t s  of conservat lon--both t o  the 
r n d l v r d u a l   o r  f ~ r m  and t o  the count ry ;  and ( c )  encourage  the more 
e f f e c t   l v e   u s e  of energy  b y  demonst ra t ing  ways i n  which energy  can be  
saved . 

The  energy  conservatlon  program  also  alms a t  prolonging t h e  l i f e  of 
o i l   r e s e r v e s .  Toward t h l s   e n d ,   t h e  Government  Introduced  the  National 
Deple t ion  P o l l c y  In  1980. The  maJor elements of t h e   p o l l c y   a r e :   ( a >  
Pe t ronas   con t ro l s   p roduc t  Ion  of t b p  maJor flelds--defined a s   f l e l d s   w l t h  
011-In l t la l ly- In-Place  (OIIP)  of  400 m l l l l o n   b a r r e l s  o r  more ,   (b)   the  
product ion  of 011 1 s  r e s t r l c t e d  t o  1 .7  per cen t  of OI IP .  Even I f  e s t l -  
mates of proven   reserves   a re   ra l sed  upward ( s a y ,  d u e  t o  a d l scovery  of  
a d d l t l o n a l .   r e s e r v e s : ,   t h e   c e l l r n g   o n   p r o d u c t l o n  may not   be  adJusted  auto-  
m a t l c a l l y ,   a n d   ( c )   P e t r o n a s  has t h e   d l s c r e t l o n a r y  power of postponing f o r  
3-5 years the   deve lopmen t   o f   maJor   f l e lds   t ha t   a r e   d l scove red   In   t he  
f u t u r e .  

1/ However, t h e  Government a l s o  r a l s e d   s u b s l d l e s  on e s s e n t i a l   p e t r o l e u m  
products   such as d l e s e l  and kerosene  (Appendix Table X X X I ) .  The au tho r l -  
t i e s  f e l t  t h e  I n c r e a s e s  were necessa ry  K O  r e l l eve   t he   Inc reased   bu rden   on  
low income g roups   o f   rnec t lng   t he   hqhe r   cos t  of e s s e n t l a l   f u e l   p r o d u c t s  
( e . g . ,  kerosene)  and on the   lndus t r la l   sec tor   In   p romot lng   conomlc   g rowth  
( e . g . ,  d l e s e l ) .  While the   subs ldy   e l emen t   In   t he   marke t   p r l ce   has   de -  
creased for kerosene In r e c e n t  years ,  I t  h a s   s u b s t a n t l a l l y   I n c r e a s e d   f o r  
d i e s e l   f u e l   s l n c e  1979; t h e  r a t l o  of s u b s i d y   t o   t h e   m a r k e t   p r l c e  was about 
60 per cent fo r  both dlesel f u e l  and kerosene.  e 
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e .  E n e r g y   o u t   l o o k  

I n  p r e p a r a t l o n  f o r  a l o n g - t e r m   e n e r g y   p l a n , l /  a s t l l d v  hnq r e c e n t l y  
been made with two e n e r g y  s c e n e r l o s  for t h e  perlGd u p  t o  2 , 0 0 0  ( T a b l e   1 4 ) .  
Under these  s c e n e a r i o s ,  energv demand 1 8  assumed t t l  grow at a b o u t   t h e  
same r a t e  a8 ~n t h e   p e s t  decade.  S c e n a r i o  1 a88umes mlntmum q u h s t i t u t l o n  
of oil w i t h  o t h e r   I n d i g e n o u s  enerp,y s o u r c e s ,  Ruch a9 gas  and hydro;  
Malaysia would have to i m p o r t  l a r g e  q u a n t l t i e s  of 0x1 u n d e r  Scenario 1 
a t  a c o n e r d e r a b l e   c o s t ,   s ~ n c e  the p r l c e  of 011 15 llkely to b e   v e r y  
h i g h  by 2 , 0 0 0 .  Scenarlo 2 assumes maxlmum d e v e l o p m e n t  of t h e  hydro-  
e l e c t l ~ c  (economic) p o t e n t i a l  and e x t e n s i v e   u s e  of nnt11rol  g a s ,  which 
s u g g e s t s  t h a t  t h e   f u t u r e  of M a l a y q i a ' s   e n e r g y   s r t u a t l o n  c o u l d  be 
r e l a t i v e l y  h r l g h t .  These s c e n a r ~ o s  posit two extreme s ~ t u ~ t ~ o n s ,  the 
a c t u a l  outcomes s h o u l d   b e   s o m e w h e r e   b e t w e e n   t h e  two. 

3 .  S t a b l l l z a t l o n  of l l q u l d r t y   e f f e c t s  I n  f ace  of 
b a l a n c e  o f  D a v r n e n t s   d l a t u r b a n c e s  

I n   t h e   p a s t  decade,  M a l a y s l a ' s  rate of I n f l a t i o n  h a s  b e c n   r e l a t l v e l y  
s t a b l e  and  low c o m p a r e d   w l t h   t h e   l n t e r n a t l o n a l  r a t e ,  d e s p r t e  t h c   e c o n o m y ' s  
o p e n n e s s .  One of the malor  reasons for the r e l a t l v r l y  f a v o t a b l e  p r i c e  
p e r f o r m a n c e  1 s  t h e   c o n s i d e r a b l e   s u c c e s s   w l t h   w h i c h  the m o n e t a r y   a u t h o r l -  
t l e s  h a v e   b e e n   a b l e  t o  c o n t r o l  reserve m o n e y   a l o n g  t h e  l o n g - t e r m   t r e n d  
p a t h   ( C h a r t  7 ,  t o p   p a n e l ) .  They  have t e n d e d  t o  t h e   v l e w  t h a t  c o n t r o l l l n g  
the l eve l  of r e s e r v e  money 1 s  e s s e n t l a l  In c o n t r o l l l n g  o t h e r  m o n c t a r y  
a g g r e g a t e s " p a r t r c u 1 a r L y  narrow m o n e y - - a n d ,   t h u s ,  In d f f e c t l n g  g e n e r a l  
e c o n m l c   a c t i v i t y .  This 1s m a l n l y  because t h e  m u l t 1 p l l t . r   f o r   n a r r o w  
money 1 s  much more s t a b l e   t h a n  that for broad money ( C h a r t  7, b o t t o m  
p a n e l ) .  - 2/  

One of t h e   k e y  elements i n  c o n t r o l l i n g   t h e  expansion of r e s e n e  money,  
t o  meet t h e   e c o n o m y ' s   l o n g - t e r m  need for  l l q u r d l t y ,  1s t he  m o n e t a r y  
s y s t e m ' s   a b l l l t y  t o  m l n l m i z e   t h e   d e s t a b l l l z l n g   I n f l u e n c e s  of surpluses  
a n d   d e f l c l t s  of t h e  b a l a n c e  of p a y m e n t s   t h r o u g h   s i m u l t a n e o u s   c h a n g e s   I n  
t h e   C e n t r a l  Rank's n e t  c l a ims  on t h e   d o m e s t l c  s e c t o r .  Changes  I n  the n e t  
f o r e i g n   a s s e t s   ( a n d ,   h e n c e ,   g r o s s  f o r e l g n  a s s e t s ) 3 /  of t h e   C e n t r a l  Bank 
have b e e n   l a r g e l y  o f f s e t  by changes I n   t h e   R a n k ' s - n e t  c l a ~ m s  o n  t h e  
Governmen t   (Char t  8 ,  t o p  p a n e l ) ,  w l t h   t h e   s t a r l s t l c a l   c o r r e l a t l o n   b e t w e e n  
t h e  t w o  variables b e i n g  -0.64 f o r  t h e  p e r l o d  1970  Q 1  - 1980 Q'r. T h l s  
r e l a t l v e l y  hlgh c o r r e l a t i o n  c a n ,  I n  p r l n c l p l e ,   b e  explained by t w o  
f a c t o r s .  

One of t h e s e  1s a n   a u t o m a t i c   s t a b l l l z e r   I m b e d d e d  111 t h e   f i s c a l - c u m -  
m o n e t a r y  system. S l n c e  a s l g n l f l c a n t  p a r t  of t a x   r e v e n u e  1s d e r i v e d  from 
a progressive e x p o r t  tax system, an Increase 1 1 1  e x p o r t s  w l l l ,  c e t e r l s  

1/ A c m p r e h e n s l v e   e n e r g y  survey 1 s  c u r r e n t l y   b e i n g   c o n d u c t e d   w h i c h  
mil s e r v e  as a b a s i s  f o r  t h e  formulatron of a l o n g - t e r m  p l a n ,  when 
completed in 1982 .  

2 /  For t h e  sample p e r i o d ,  1970 Q1 - 1980 44, t h e  c o e f f l c l e n t  of t h e  
vaFlatlon for t h e  narrow money m u l t l p l r e r  was 0 . 0 3 4 ,  while t h a t  for t h e  
broad m n e y  r n u l t l p l l e r  was 0.11, 

3/  The C e n t r a l  Bank's f o r e l g n  llabllltles are very bmall and show 
1iFtle fluctuatrons. 
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paribus ,  l ead  t o  an  Increase I n  governmmt  depoRl ts   wi th   the   Cent ra l  
Bank 1 / ,  and, t h u R  t o  n d p r l r n c  I n  t h e   C e n t r a l  Rnnk'rs net c l a ims  nn the 
G o v e r k m t .  Thin t e n d s   t o   p a r l l a l l y  n f f a c t  the r18c I n  t h e   n e t   f n r e l g n  
aRsetR of t h e   C e n t r a l  Rank wt11rh r r s u l t s  from the   lncreaqf '   In   expor t s .  
The o t h e r   f a c t o r  1 s  t h a t  t h e  C r n t r a l  Hank employr:  d l e c r e t l o n a r y  open 
market   operat icmq LII such a w a y  t h a t  i t s  net cltilms  on  the  Government 
d e c l i n e   s u f f i c i e n t l y  from R trend  growth  path,  qo BR t o  provide an offRet  
t o   t h e   i n c r e a s e   I n   t h e  net forc l lgn   asse t6 .7 /  T h ~ s  Inc rease  i n  t h e  Govern- 
m e n t ' s   d e p o s i t s   w i t h   t h e   C e n t r a l  Rank wouln have t o  be g r e a t e r   t h a n   t h e  
i n c r e a s e  In t h e   C e n t r a l  Hank'q c l a lms  on the Government, ~f the re8erve  
money 1 s  t o  grow a t  a r a t e   t h a t  tho CPntra l  Hank wlghes t o   m a i n t a i n .  
T h i s  operation  would  have t o  be rcvprsed w h e n  t hc   Cen t ra l   nnnk ' s  net 
f o r e l g n  a s s e t s   d e c l l n c .   I n  what fo l lows ,  011 a t tempt  1 s  rnede t o  exarnlne 
t h e   o b s e r v e d   s t a b l l l z a t l o n  of the l l q u l d l t y  e f f e c t s  of d r s t u r b a n c c s  
i n  the. b a l a n c e  of payrncnt 5 .  

The  presence of t h e  high negat ive   cor re la t ion   be tween  changes   in  
t h e   C e n t r a l   B a n k ' s   n e t   f o r e i g n   a s s e t s  and t h o s e  I n  i t s  ne t   c l a ims  on t h e  
Government  has  alreadv b e e n  no ted .  In o r d e r  t o  ana lyze  the e x t e n t   t o  
which t h l s  h i E h  c o r r r l a t l o n  wds due t o   t h c   e f f e c t   I v e   d l s c r e t l o n a r y  
p o l l c y  of t he   Cen t ra l  Bank, i t  19 n c c c s s a r y  t o   de t enn lne  the  e x i s t e n c e  
of d l s c r e t l o n a r v  o p e n  markcat operdt ions  111 r e s p o n s e   t o   a n  e x t e r n a l l l y  
induced  lncreasp I n  govclrnmpnt d ~ p n c 1 I - s .  In p r i n c ~ p l o ,  t h e  C e n t r a l  Rank 
was a b l e  t o  conduct t w o  tvpes  of open m r k e t   o p e r a t l o n s  ( a )  t h e  Bank 
p a r t  l a 1  l y  of  € s e t  the c o n t r d c t l o n a r y  e f f c c t  of  an increases In  government 
deposlts on r e s e r v e  money b y  ~ n c r ~ a 4 1 1 1 g  1 t s  c l ~ l r n s  on t h e  Government; and 
( b )  t h e  Rank relnforccvl  t h e  c o n t r a c t   l o n a r y   e f f e c t  of the  hlgher   govern-  
ment d e p o s i t s  by reducing  I t s  ,yross claims on t h P  Government. I n  t h e  
former   case ,  a p o s r t i v e   c n r r e l a t l u l ,  would be obsr rvd   be tween  changes  
rn government   deposl ts  and those  in the  Rank's  clalma  on  the  Government,  
while In the l a t t e r  c a s e ,  a nega t lve   Lorre la t lon   would   be   observed .  

The c o r r e l a t i o n  matrix prcsen ted   i n   Tab le  17 shows a p o s l t l v e  
c o r r e l a t l o n   c o e f f i c i e n t  of 0 .68 bctwotJn changpq  In   the  Central  Hank's 
c l a m s  on t h e  Government  and t h o s e  I n  government  deposlts w i t h  t h e  
Cen t ra l  Rank, i n d i c a t i n g   t h a t  by and l a r g e ,   t h e   C e n t r a l  Bank tended t o  
p a r t  l a1  l y   o f f s e t   t h e   c o n t r a c t   r o n a r y   e f f e c t s  of  the increases i n  govern- 
ment d e p o s l t s  21 by l n c r e a s l n g  I t s  c l a ims  on t h e  Government  (Chart 8 ,  
bo t tom  pane l ) .   This  seems t o  r e f l e c t   t h e   C e n t r a l   R a n k ' s   d e s l r e   t o   a l l o w  
the gross  c la ims  on t h e  Government and the Government deposrts t o  
Increase over   t lme.  

1/ The e x l s t e n c e  of t h l s  r e l a t l o n s h l p  1 s  par t ly   suppor t ed  by a posr- 
tlve p o s l t r v e   c o r r e l a t l o n   c o e f f i c i e n t   o f  0 . 2  between  exports  and t h e  
government   deposi ts  w i t h  t h e   C e n t r a l  Bank ( T a b l e  1 7 ) .  

stabrlrzlng mechanism. 

payments s u r p l u s e s  and budgetary operatlons.  

21  T h l s   o f f s e t  1 s  a d d l t i o n a l  t o  t he   one   r e su l t l r l g  from the b u l l t - r n  

3/ I n c r e a s e s  In government d e p o s l t s  can  arise from b o t h  ba l ance  of 
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Table 17. Malayria: Correlation Matrix for Selected V a r i a b l e e  

L Q u a r t e r l y  changen i n  
N F A  of k v t .  de- C e n t r a l  

Reaerve Central p a r i t e  w i t h  B a n k ' s  
money Bank Central Bank c l s l m  on E x p o r t s  

Govt.  

Quarterly changes 

Reserve money 
I n *  

N F A  of C e n t r a l  
Bank 

1 .OO 

0.22 1 .oo 

G o v t .  deposits  
WL t h  Central  
Bank -0.14 0 .57  1.00 

C e n t r a l  Bank's 
c l a l m s   o n  Govt  0.12 0.13 0 . 6 8  1.00 

E x p o r t s  0.45 0.42 0.20 0.06 1 .oo 

Chart 9 l n d l c a t e s  l l t t l e  c o r r e l a t l o n   b e t w e e n   t h e   l a r g e   d e v r a t l o n s  
of g o v e r n m e n t   d e p o s i t s   a n d   t h o c j c  of t h e  clalms o n  t h e   G o v e r n m e n t   f r o m  
t h e i r  r e s p e c t  lve l o n g - r u n   t r e n d   g r o w t h   p s t h s .   T h e   c o r r e l a t l o n   c o e f f l c l e n t  
b e t w e e n   t h e s e   d e v l a t l o n s  was e s t i m a t e d   t o  be -0.2. T h l s   n e g a t l v e   c o r -  
r e l a t i o n   c o e f f l c l e n t  seems t o  I m p l y   t h a t  t h e  C e n t r a l  Rank's d i s c r e t i o n a r y  
open m a r k e t   o p e r a t i o n s  are  n o t  a m e d  a t  c l o s e l y  controlling the g r o w t h  
of Its l endlng In r e s p o n s e   t o   c h a n g e s  I n  g o v e r n m e n t  deposits. 

I n  s h o r t ,  the r e l a t l v e l y  h l g h  n e g a t l v e   c o r r e l a t l o n   b e t w e e n   c h a n g e s  
I n  t h e  n e t  f o r e l g n  a s se t s  p o s l t l o n  of t h e   C e n t r a l  Bank a n d   t h o s e   I n  I t s  
n e t  c l a m s  on t h e  Government  was dr1e l a r g e l y   t o   t h e   b u i l t - I n   m e c h a n l s n l  
of t h e  f r n a n c l a l  system. T h l s   m e c h a n i s m ,  In t u r n ,   c o n t r r b u t e d  t o  c o n t r o l -  
I n g  t h e  l e v e l  of reserve money along t h e  long-term t r c n d  p a t h ,  and  t o  
m a l n t a l n l n g  the r e l a t l v e l y   s t a b l e   a n d  low ra te  of pr lce  I n c r e a s e s  I n  t h e  
p a s t .  
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Summary o f  New M e a s u r e s   i n  the 1981  Budget  

The new t a x  measures l n t r o d u c e d  I n  t h e  1981  Budget a r e  estimated t o  
r e s u l t   i n  a n e t   r e v e n u e   g a l n  o f  MS26 m l l l l o n ,  t h l s  1s I n   c o n t r a s t   t o   t h e  
impact  of new measures I n t r o d u c e d  z n  t h e   1 9 8 0   B u d g e t  whlch r e s u l t e d  I n  
a n e t  l o s s  o f  M$482 m l l l r o n .  

1. D e t x e c l a t l o n  a l l o w a n c e s  

The method of computlnp, d e p r e c i a t i o n   a l l o w a n c e s  1s t o   b e   c h a n g e d  
from t h e   " r e d u c i n g   b a l a n c e "   m e t h o d  t o  t h e  s t r a l g h t  l i n e  method b a s e d  
o n  a r e v r u e d   s c h e d u l e  of r a t e s .  The change  1 s  p r o p o s e d   t o   a l l o w  a f a s t e r  
method of w r l t l n g  o f f  l n v e s t m e n t s  t o  be a v a l l a b l e  t o  a l l   l n d u s t r l e s  I n  
order  t o  c o m p l e m e n t   t h e   a c c e l e r a t e d   d e p r e c l a t l o n   a l l o w a n c e s   c u r r e n t l y  
a l l o w e d  o n l y  t o  t h e  m a n u f a c t u r r n g   a n d   p r o c e s s r n g  Indus t r i e s .  

2. Tax  exemDt lon  fo r   homeowners  

A tax e x e m p t i o n  1s g r a n c e d  on t h e   r e n t a l   i n c o m e  of a house of t h o s e  
who a r e   u n a b l e  t o  o c c u p y   t h e l r  own homes  due t o  t r a n s f e r s  or  m l l l t a r y  
se rv lce .  The change 1 s  proposed  t o  b r i n g   r e l l e f  t o  t h o s e   w h o s e   n e t   r e n t  
f r o m   t h e l r   p r o p e r t y   ( r e n t   r n l n u s   t a x )  1s not s u f f l c l e n t   t o   c o v e r   t h e l r  
r e n t a l  c o s t s  I n   t h e l r  new Locstlons. 

3 .  Tax exemptlon f o r  s e a m e n   s e r v l n a   o n   M a l a v s l a n - r e g i s t e r e d   v e c s e l s  

I n   o r d e r  t o  e n c o u r a g e   M a l a y s l a n  seamel t o  s t a y   o n   M a l a y s l a n   v e s s e l s  
and to  a t t r a c t  Malaysian seamen s e r v l n g  on  f o r e l g n  vesse ls ,  a t a x  
e x e m p t i o n  1 s  p r o v l d e d  t o  s e a m e n   s e r v l n g   o n   h a l a y s l a n   r e g l s t e r e d  vessels.  

4 .  T a x  exemDtlon  o n  l n t e r e s t   I n c o m e  

I n   o r d e r  to  m o b l l l z e   s a v l n g s ,  a t a x   e x e m p t l o n  o n  I n t e r e s t   e a r n e d  
f r o m   s a v l n g s   a n d  f lxed  deposlts 1 s  t o  be l n c r e a s e d   b y   r a l s l n g  the c e l l l n g  
o n  d e p o s l t s ,  l n t e r e s t  o n  whlch 1s exempt ,  from M$30,000 t o  M$ 50,000. 

5 .  Excess p r o f l t s  t a x  

I n  o r d e r  t o  m l t l g a t e   t h e  e f f ec t  o f  a m u l t l - s t a g e   l e v y  of  t h e  E x c e s s  
Prof l t s  Tax (EPT) o n   c o m p a n l e s '   I n c o m e   d l s t r i b u t e a  t o  s h a r e h o l d e r s ,  t h e  
d r v l d e n d   d l s t r l b u t e d  b y   c o m p a n l e s   r e s l d e n t   I n   M a l a y s l a  to s h a r e h o l d e r s  
who are  c o m p a n r e s  ( ~ . e . ,  I n t e r c o r p o r a t e   d l v l d e n d s )  1s exempt f r o m  the EPT. 

6. R e s l d e n c e  test a n d   t h e   t a x a t i o n   o f   e x D a t r l a t e s  

The q u a l l f l c a t l o n s   f o r   d e t e r m l n l n g   t h e   r e s i d e n c e  s t a t u s  of t a x p a y e r s  
were r e v i s e d   I n   o r d e r  to t a k e   a c c o u n t  of t e m p o r a r y   a b s e n c e s   a n d  to allow 
e x p a t r r a t e s  t o  q u a l l f y  more easlly f o r  r e s l d e n c e  s t a t u s .  

7. Real p r o p e r t y  gains t a x  

F o r e l g n   l n d l v l d u a l s  o r  n o n c l t l z e n s  are exempt   f rom the  d e c l l n l n g  
rate s t r u c t u r e  of the Real Property Gams Tax and i n s t e a d  are subJect  
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t o  a f l a t  r a t e   t a x  of 40 per cent  on g a l n b  from d l s p o s a l  of p r o p e r t y .  
The   pu rpose  of t h l s   c h a n g e  IS t o   d l b c o u r a g e   I n v e s t m e n t s  i n  r ea l  p r o p e r t y  
by f o r e l g n e r s .  

8 .  E x p o r t  t a x  o n   r u b b e r  

The g a z e t t e d   v a l u e  of r u b b e r   f o r   e x p o r t   d u t y   p u r p o s e s  I b  r e v i s e d  
I n  o r d e r  to  r e d u c e   t h e  t a x  b u r d e n  on s m a l l h o l d e r s .   P r e v l o u s l y ,   e x p o r t  
d u t y  was c a l c u l a t e d   o n   t h e   p r l c e  of R S S l   g r a d e   r u b b e r ;   h o w e v e r ,   s i n c e  
m o s t   s m a l l h o l d e r s   p r o d u c e   t h e  lower g r a d e  RSS3 r u b b e r ,   t h l s   m e a n t   t h a t  
s m a l l h o l d e r s  were paylng d u t y  at a h l g h e r  r a t e  t h a n  t h e y   s h o u l d   h a v e  
been   babed  on t h e   q u a l l t y  of r u b b e r   p r o d u c e d .   H e n c e f o r t h ,   e x p o r t   d u t i e s  
wlll be l e v l e d   o n   g r o u p s  of r u b b e r   p r o d u c t s   b a s e d   o n   t h e   p r i c e  of a 
b e l e c t e d   g r a d e  w l t h l n  t h e   g r o u p .  

9 .  T h r e s h o l d   p r l c e   f o r   e x p o r t   d u t y  

The 1981  Budget  a l s o  ra l ses  t h e   t h r e s h o l d   p r l c e b  f o r  e x p o r t   d u t y  
for r u b b e r ,   t l n ,   p a l m  011, a n d   p e p p e r ,   t o   t a k e   a c c o u n t   o f   I n c r e a s e d  
p r o d u c t  ion c o s t s .  

1 0   I m p o r t   s u r t a x  

I n  order t o  e n c o u r a g e   t h e   r e g l s t r a t l o n   o f   s h l p s   i n   M a l a y s l a ,   t h e  
I m p o r t  s u r t a x  of 5 p e r   c e n t   o n   s h l p s  exceedlng 26 gross  t o n s  IS l l f t e d  

11. IrnDort d u t i e s  

The Import d u t y   o n   l l q u o r   a n d   t o b a c c o  1 s  t o  be  ~nc reased ,  whlle d u t y  
on se lec ted  m u s l c a l   I n s t r u m e n t s ,   m r c r o p h o n e s ,   l o u d s p e a k e r s ,   c ~ n e m a t o g r a p h l ~  
e q u l p m e n t  , a n d   w e l g h l n g   m a c h   l n e s  1s t o  be r e d u c e d .  

1 2 .   E x c i s e   d u t y  

T h e   e x c l s e   d u t y  on l o c a l l y - m a n u f a c t u r e d  beer,  a l e  and s t o u t ,  and 
tobdcco p r o d u c t s  1s I n c r e a s e d  

13. Road t a x  

I n  order to c o n s e r v e   t h e   u s e  of p e t r o l e u m   p r o d u c t s ,   t h e   e x i s t i n g  
r o a d   t a x  s t r u c t u r e  p e r t a l n l n g  t o  p r l v a t e   m o t o r   v e h w l e s  is made more 
p r o g r e s s l v e .   T h e   h l g h e r  t a x  applles t o  b o t h   p e t r o l  and d l e s e l - p o w e r e d  
cars .  

The f o l l o w i n g  measureb i n t r o d u c e d   i n   t h e   1 9 8 1   B u d g e t  a re  a lmed a t  
s t l r n u l a t l n g   e c o n o m i c   g r o w t h ,   r e d u c i n g   b o t t l e n e c k s  t h a t  l n h l b l t   a c c e l e r a t e d  
growth, a n d  increasing t h e  i ncomes  of lower lncome g r o u p s .  
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14. S u b s i d i e s   a n d  grants 

T h e   p a d d y   s u b s l d y  1s I n c r e a s e d   f r o m  M$2 p e r   p l c u l  t o  MS10 per p l c u l .  
T h e   r u b b e r   r e p l a n t i n g   g r a n t  1 b  r a l s e d   f r o m  M$1,200 t o  M$2,200 per acre  
fo r  h o l d r n g s  of 10 ac res  or  less and  from MS900 t o  M $ 1 , 5 0 0   p e r   a c r e  for 
h o l d l n g s  exceed ing  10 ac res ;  a m o n t h l y   s u b a l d y  1s also p r o v l d e d  t o  small- 
h o l d e r s   u n t l l   t h e y   a r e  able  t o  b e n e f i t   f r o m   n e w l y   p l a n t e d   h o l d i n g s .  
R e p l a n t l n g   g r a n t s   f o r   o t h e r   c r o p s  a r e  I n c r e a s e d   f r o m  a r a n g e  of M$900-950 
to  a u n 1 f o n n  r a t e  of M $ 1 , 5 0 0   p e r  a c re  f o r   h o l d l n g s  of t e n  ac re s  or  
less ,  a n d  t o  M $ 1 , 2 0 0   p e r   a c r e  for h o l d i n g s   e x c e e d l n g   t e n  ac re s .  

1 5 .   I n c e n t i v e s  t o  t h e   c o n b t r u c t l o n   I n d u s t r y  

As p a r t  of a t h r e e - m o n t h ,   o n - s l t e - t r a l n l n g   p r o g r a m  a n  a l l o w a n c e  o f  
M$23 p e r   d a y  1s g r a n t e d  for e a c h   t r a i n e r ,   a n d   t h e   d e v e l o p e r   o r   c o n -  
t r a c t o r  1s g l v e n  a d o u b l e   d e d u c t i o n ,   f o r  Income t a x  p u r p o s e s ,  of a l l  
e x p e n s e s   I n c u r r e d .   T h e   l m p o r t a t l o n   o f   c o n s t r u c t   i o n   e q u l p m e n t  1 s  
e x e m p t e d  from customs d u t i e s   a n d   t h e   l n l t l a l   d e p r e c l a t l o n   a l l o w a n c e  on 
c o n s t r u c t   I o n   e q u i p m e n t  1s r a l s e d   f r o m  20 per  c e n t  t o  30 p e r   c e n t .  

1 6   C o n t r i b u t l o n s  t o  t h e   e m p l o y e e s   P r o v l d e n t   F u n d  

As of  December 1, 1980 t h e  r a t e  of c o n t r l b u t l o n  t o  t h e   E m p l o y e e s  
P r o v l d e n t  Fund wab r a l s e d  f r o m  13 p e r   c e n t  t o  2 0  p e r  c e n t  of wages, o f  
which  11 p e r   c e n t  1 s  c o n t r i b u t e d  by the  e m p l o y e r   a n d  9 per c e n t  by t h e  
e m p l o y e e  Also, t h e  ra te  of l n t e r e s t  o n   c o n t r l b u t l o n s  was r a l s e d   f r o m  
7 . 2 5  per c e n t  t o  8 . 0  per c e n t .  

1 7 .  M l s c e l l a n o u e s   m e a s u r e s  

O the r  measu re t  i n c l u d e d   i n c e n t  l ves  f o r   s m a l l - s c a l e  industries, 
r e d u c t i o n s  of s t a m p  dutles for small  b o r r o w e r s ,   a n d   a n   l n c r e a s e  ~n t h e  
d e v e l o p m e n t  t ax  e x e m p t l o n  l i m i t .  



Table I .  M a l a y s i a :   I n d u s t r l a l  Origln nf Gross Domestic  Product at  
Constant  1970 Prices, 1971 and 1976-80 l /  

4 

1971 1976 1977 19 7 8  1979 
P e r c e n t a g e  Share of GDP 

1980 1971 19 76 1980 

A g r l c u l t u r e ,  livestock, 
forestry , and f 1shIng  3,852  5,307  5,423  5,480  5,699 5,842 29.6  27.5  22.3 

Mlnlng a n d  quarrylng  a34  955 96 7 1,093  1,257 1,241 6.4 5.0  4.7 

Manufacturlng  1,858  3,377  3,735  4,258  4,769  5,317  14.3  17.5  20.3 

Construct Lon 541 7 13 800 9 04 1,031  1,165  4.2  3.7  4.4 

E l e c t r l c l t y ,  g a s ,  and wate r  238  400  442  189 5 38 592 1.8 2 .1  2 . 3  

Transport , s torage ,  and vl 

c m m u n l c a t l o n s  632  1,153  1,290  1,412  1,553  1,702 4 . 9  6.0  6.5 , 
I 

n, 

Wholesale and r e t a l l  t r a d e  1 , 717  2,405 2,592  2,825  3,080  3,388  13.2  12.5  13.0 

Ownership of dwel l l n g s ,  
bank lng ,   i n su rance ,  real 
e s t a t e ,  and bus iness  
s ervlces 1,126 1 ,552  1,649  1 ,815 1 , 969 2,106 8.6 8.0 8.1 

Government services 1,466  2,420  2,719 2 , 788 2,994 3 , 333 11.3 12.5  12.7 

Other   2 /  - 752 1,006 1,136  1 ,261 1 346  1,494 5.8 5 .2  - L 5.7 

GDP at market prlces  13,016  19,288  20,753  22,325  24,236  26,180 100.0 100.0  100.0 

Source:  Data provlded by M a l a y s l a n   a u t h o r i t i e s .  
1/ Revlsed new serles  complled  on the b a s i s  of t he   Un l t ed   Na t lons '   Sys t em of Na t lona l  Accounts (SNA). The new 

- 2/ I n c l u d e s   o t h e r   s e r v l c e s   a n d   i m p o r t   d u t i e s  less Imputed bank servlce charges. 
seFies begins In 1971. 
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4 Table 11. Malaysra:  Gross Nat iona l  Product a t  Constant  1970 Prlces,  
I 

1971 and 1976-80 - 1/ 

1971  1976  1977  1978  1979  1980 

Consumptlon  expendlture 
P r i v a t e  
Pub 1 IC 

Inves tment   expendl ture  
P r  l v a t  e 
Pub l l c  

Change In  stocks 

Expor ts  of goods and s e r v l c e s  

Less Imports of  goods and 
% services 

Net f a c t o r  payments to   abroad  

Gross n a t i o n a l   p r o d u c t   a t  
8 

market  pr  Ices 

Consumptlon  expendl ture  
Pr l v a t e  
Pub l l c  

Inves trnent expendl ture  
P r l v a t e  
Pub 11c 

Exports  of goods and s e r v l c e s  

Imports of goods  and  servlces  

Gross na t iona l   p roduc t  a t  
market pr  I ce s  

9,809 13,601 14,886 16,375 18,274 20,467 
(7 ,731)  (10 ,219)  ( 1 1 , 1 7 2 )  (12 ,463)  (13 ,834)  (15 ,494)  
(2 ,078)  (3 ,382)  (3 ,714)  (3 ,912)  (4 ,440)  (4 ,973)  

2 ,609  4 ,133  4 ,677 5 , 0 7 7  6,031 7,064 
( .  . .>  (2 ,465)  (2 ,726)  (3 ,076)  (3 ,831)  (4 ,651)  
( . . . I  (1 ,668)  (1 ,951)  (2 ,001)  (2,200) (2 ,413)  

-2 6 80 273 353 -78  -208 

5,480  8,365  8,719  9,410  10,672 11,116 

-4,856 - b ,  891  -7,802  -8,890  -10,662  -12,259 

-349  -545 -678 -845  -957 -808 

12,667  18,743  20,075  21,480  23,457 - " 25,372 

( P e r c e n t a g e   r a t e  of  change   over   p rev ious   year )  

16.5 4.2 7.9  13.4 4.2 

. .  10.6 13.2 13.9 19.9 15.0 

1 . .  10.8 7 . 1  7.0  9.2 8.2 

Source.  Data provlded by t h e  Malaysian a u t h o r l t l e s .  

1/ Revised new serles complled on t h e  b a s i s  of t h e  Unrted Natlons' System of Na t lona l  
,Accounts (SNA).  The new serles beglns 1n 1971. Data f o r  1980 a r e   p r e l i m n a r y  es tmates .  



Table IIX, Malaysia: Gross N a t i o n a l  Product a t  Cur ren t  Prlcea,  
# 

a 
1 1971 and 1976-80 l /  - 

1971  1976  1977  1978  1979  1980 

10,081 18,895 22 ,043  25,198 29,034 
( 7 , 9 1 1 )  (14 ,594)  ( 1 6 , 6 5 5 )  (19 ,420)  (22 ,323)  
( 2 , 1 7 0 )  (4 ,301)  (5 ,388)  (5 ,778)  (6 ,756)  

Consumptlon e x p e n d i t u r e  
Pr iva t e 
Pub 1 i c  

35,028 
(26 ,417)  
(8 ,611)  

2 , 7 0 1  6,206 7 ,343  8,627 11,329 
(1,890) (3 ,701)  (4 ,265)  (5 ,208)  (7 ,194)  

( 8 i l )  (2 ,505)  (3,078) (3 ,419)  (4 ,135)  

Investment expenditure 
Pr iva t e 
P u b l i c  

15,309 
(10 ,125)  

(5 ,184)  

Change zn stocks -13 190  332 600 - 145 -415 

Expor t s  of goods and services  5,242  14,497  16,243  18,491 25 , 902 30,747 

Less imports of goods and 
s e r v i c e s  -5,056 -11,770  -13,615  -16,519  -21,700 -29 , 09h 

Net factor  payments t o  abroad -363  -985  -1,272  -1,571  -1,797 -1,940 

Gross n a t i o n a l   p r o d u c t  a t  

Annual r a t e  of change 
m a r k e t   p r i c e s  

(In p e r   c e n t )  

12,592 27,033 31,074 3 4 , 8 2 6  42,834 49,633 

25 .1  15 .0  1 2 . 1  23.0 15 9 ... 
(As per c e n t  of GNP) 

Consumptxon e x p e n d l t u r e  
P r   l v a  t e 
Pub 11c 

69.9 
(54 .0 )  
(15 .9)  

67 .3  
( 5 2 . 1 )  
( 1 5 . 7 )  

Iwes t rnen t  e x p e n d i t u r e  
Pr Lvate 
Pub l l c  

21.5 
15.0 
6 . 4  

23.0 
( 1 3 . 7 )  
(9.3) 

23.6 24.8 
(13 .7 )  (15  0) 

( 9  9 )  ( 9 . 8 )  

26.4 
( 1 6 . 8 )  

( 9  7 )  

30.8 
(20  4 )  
(10 .4 )  

Expor ts  of  goods and servlces  41.6 5 3  6 52.3 53.1 60.5 61 .9  

Imports of goods and s e r v l c e s  -40.2 -43.5 - 4 3 . 8  -47 4 -50 7 - 5 8 . 6  

~~~ 

Source '   Data  provided by the Malayslan authorities. 

I/ Revlsed new serles compiled on the b a s l s  of the Uni ted   Na t ions '  System of N a t l o n a l  
Account (SNA). The new s e r l e s  beg ins  In 1971. Data for 1980 are preliminary estimates. , 

. 
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Table fv .  Malaysia: Production of  Major Commodltiea, 1976-81 

( I n  thourands of metric tons)  

1976 1977 1978  1979  1980  1981 - 1/ 

Rubber 

Rice 

Palm 011 

Palm k e r n e l  

1,644  1,613  1,607  1,600  1,549  1,584 

1,422  1,238 980 1,358  1 ,414 ... 
1,390  1,612  1,786  2,186 2 , 5 7 4  2 , 844 

28 1 335 368  475 54 6 e . .  

Saw logs - 2 /  26,152 28,345 28,220 26,795 26,000 24,302 

Sawn t imber  - 2 /  5,336 5,792 6,220 5,364 5,715 5,874 

Tin- in-concentrate  63.4 58.7 62.7 63.0 61.4 61 .O 

0 Crude petroleum 21 166 184 2 1 7  28 3 275 300 

Source: Data provlded by t h e  Malaysian a u t h o r l t l e s .  

- 1/ ProJec t lon .  - 2 1  Expressed I n  thousand c u b i c  meters. 
- 3 /  Expressed In thousand U . S .  b a r r e l s  per day. 
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Tab le V .  Ma lays ia :  Economlc Clans i f Lcat ion of Federal Government 
Expendi ture  and Net Lending, 1976-81 

19 76 1977 19 78 1979 1980 !9R1 
Pre l iminary   Le tee t  

e s t i m a t e  estlmatc 

Current expend i t u r  e 

Expendlture on goods and 
services 

Wages end s a l a r i e s  
Other   purchases  of goods 

and services 1/ - 
I n t e r e s t  payments 

Subs ldres  and o t h e r   c u r r e n t  
t r a n s  fe rs  2 /  

governments 
T r a n s f e r s   t o s t a t e  

Pens ions 
O t h e r   c u r r e n t   t r a n s f e r s  L/ 

C a p i t a l   e x p e n d i t u r e  

Net lendlng 

AdJustment  for  accounts  payable 

T o t a l   e x p e n d i t u r e  and 
n e t   l e n d i n g  

5 948 7,257 

3,941 4,609 
(2,638) (3,350) 

815 960 

1,228 1 688 

1,334  1,807 

753  1,207 

4 3  -70 

8,114  10,201 

7,610 

4,891 
(3,477)  

(1 ,414)  

1,112 

1,607 

( 3 3 3 )  
(339)  
( 9 3 5 )  

2,012 

1,606 

-64 

11,164 

8 038 

4,337 
(3 ,665)  

(672)  

1) 271  

2,395 

(164)  
(337)  

(1,812) 

2,514 

1 , 5 2 0  

144 

11,898 

10 767 

6,281 
( 4 , 6 6 0 )  

(1,621) 

1,500 

2,986 

(207)  
(388)  

( 2 , 3 9 1 )  

4,966 

1,716 

" 

17,449 

13,579 

8,101 
( 5 , 9 9 8 )  

(2 ,103)  

1,879 

3,599 

( 304 1 

(2 ,560)  
(735) 

6,011 

2 )  010 

" 

21,600 

Source: Data provlded by t h e   M l n l s t r y  of F lnance  

1/ Estimated. Includes d e f e n s e   e x p e n d i t u r e s  shown in t h e  development  budget and excludes 

2/  Derlved as r e s i d u a l .   I n c l u d e s   c o n t r l b u t l o n s  t o  statutory funds  and may Inc lude  bloc-  
c a p i t a l   e x p e n d l t u r e  shown i n   t h e   c u r r e n t   b u d g e t ,  

voted e x p e n d i t u r e   n o t   c l a s s l f l e d  above. 



Table V I ,  Malaysia: F u n c t i o n a l   C l t w n i f i c a t i o n  of  Federal GovCrllmcnt 
Expenditure and Net Lending,  1976-81 

( I n  m i l l i o n a  of r i n p n i t )  

- 
19 76 19 7 7  1978 19 79 1980 1981 

Pre 1 imlnar y IA t P S  t 
eat  imatra c e t  lmote 

General p u b l i c  At?rv1ccas 

General . idmln l s tra t  i o n  
Internal  secu r  1 t y  

Defense 

Educ a t  ion 

Hea I t  h 

S o c i a l   s e c u r l t y  - I /  
L 

'Houslng  and  ccmmunlty  amenltlcs 

I Other community  and s o c i a l   s e r v i c e s  

Economic s e r v i c e s  

A g r l c u l t u r e ,  forestry ,  and 

Transport and cornrnunlcat i ons  
Othe r   econmlc   s e rv l ces  2 /  

r ur a1 deve 1 opmen t 

- 
Unallocable 

P u b l l c   d e b t   l n t e r e s t  
Grants t o  s t a t e  governments 
Other 

AdJustrnent for accounts   payable  

To ta l   expend l tu re  and ne t   l end ing  

1,187 

651 
5 36 

1,118 

1 ,487  

4 2 2  

18 7 

109 

116 

1 799 

626 
675 
498 

1,646 

815 
2 16 
615 

4 3  

8,114 

1,785 

1, 122 
66 3 

1,570 

2,125 

6 70 

183 

184 

14 3 

2,119 

558 
713 
84 8 

1,492 

960 
2 74 
258 

-70 

10,201 

1,557 

76 7 
7 90 

1,406 

2,044 

61 1 

37 3 

66 7 

180 

2,700 

939 
851 
910 

1 ,690  

1,112 
3 3 3  
24 5 

-64 

11,164 

1,682 

8 39 
86 3 

1 ,704 

2 , 2 5 7  

666 

34 7 

495 

125 

3,050 

1,082 
1,142 

82 6 

1,716 

1 , 2 2 1  
164 
28 1 

- 144 

11,898 

2,048 

1 , 049 
999 

2 , 358 

2 , 943 

8 14 

388 

298 

373 

6,217 

1,700 
1,953 
2,564 

2,010 

1,500 
207 
303 

" 

17,449 

3,071 

1 ,528  
1 ,543  

3 ,779  

3 , 6 4 6  

1 , 1 7 5  

735 

22 5 

205 

4 ,584  

1,967 
1 ,536  
1 ,081  

4 , 1 8 0  

1 ,879  
304 

1,997 

" 

21,600 

Sources:  Data provided by the M m r s t r y  of Flnance and staff estlmates. 

1/ Government  pens ions .  
2/ I n c l u d e s   g e n e r a l   a d m l n l s t r a t i o n ,   r e g u l a t l o n s  and r e s e a r c h ;  mining, manufacturmg,  

I 

- 
l'anz c o n s t r u c t r o n ;   u t i l l t l e s ;  and other economic s e r v l c e s .  
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Table VII. Malaysia: Federal Government ~evenue and Grants, 1976-81 

(In millions of ringgit) 

1980 1981 
1976 1977 1978 1979 Pre lim- Latest 

inary estimate Jj 
estimate 

Taxes on net income and profits ~I 2,061 2,791 3,166 3,674 6,774 

Oil production companies (322) ( 776) (770) (829) 0,734) (2,533) 
Other companies 0,170) 0,336) (1,620) (1,717) (2,543) 0,058 ) 
Ind ividua ls (569) (679) (776) 0,128) (984) 1,183 

Taxes on property 11 42 75 81 41 78 53 

Taxes on goods and services 1,287 .!.z1!.!. 1,815 2,039 2,337 2,529 

Sales tax 322 383 458 544 697 730 
Imported goods (161) (180) (206) (245) (314) (329) 
Domestic goods (161) (203) (252) (299) (383) (401) 

Selective excises on goods 550 695 849 957 973 1,107 
Tobacco and alcoholic beverages (100) ( 135) (158) (184) (192 ) (203) 
Petroleum products ( 289) (342) (387) (348) (333) (398) 
Motor vehicles (122) (164) (202) (243) (316) (345) 
Other (39) (54) (102) (182) (t32) (161) 

Selective excises on services ~ 124 130 156 185 226 231 
Motor vehicles taxes 262 298 328 346 423 440 
Other 29 5 24 7 18 21 

Taxes on international trade 1,997 2,5'31 3,452 4,851 

Import duties 977 1,141 1,325 1,513 2,036 2,120 
Tobacco and alcoholic beverages (t88) (220) (230) (232) (26l) ( 294) 
Petroleum products (36) (25) (32) (48) (I13) (115 ) 
Other import duties (481) (574) (664) (768) (1,038) (1,080) 
Surtax on imports (272) (322) (99) (465) (624) (631) 

Export duties 
Rubber 

1,020 
(519 ) 

1,390 
(557) 

1,463 
(16) 

1,939 
(1,118) 

2,592 
0,096) 

2,731 
1,070 

Tin (291) (441) (500) (545) (575) (408) 
Palm oil (166) (346) (207) (2)6) (166) (239) 
Other (44) (46) (40) (40) C755 ) (1,014) 

Other tax revenue 86 126 142 119 191 164 

Total 5,473 7,034 7,992 9,325 12,493 

Nontax revenue 649 741 812 1,057 968 

Property income 352 366 447 580 684 1,044 
Nonfinancial public enterprises (2) (3) (14) (l8) . (19) (25) 
Public financial institutions (80) (90) (120) ( 150) (117) (242) 
Rents and interest (176) (152) (197) (246) (203) (56) 
Petroleum royalties (84) (lll) ( 116) (166) (45) (421) 

Administrative fees and charges, 
sale of goods, fines and forfeits 235 252 241 313 227 263 

Other nontax revenue 62 123 124 164 57 104 

Capital revenue 6 16 24 

Total revenue 6,128 

Foreign grants 10 

Total revenue and grants 

Source: Data provided by the Ministry of Finance. 

1/ Includes effects of tax me~sures contained in the 1981 budget. 

2/ Corporate and individual income tax, land speculation tax, and capital gains tax. 

3/ Includes death and gift taxes. 

~ Comprises betting and lottery taxes, and film rental tax. 




-rnLna ry T- 

1976 1977 1978 1979 C R t  imate 
1980 

I - 

@ttwr 5 /  
Emplzyecs  Provident Fund 
Other provident funds and 

lnswnnce  companles 
Natlonal  SavlngE Rank 
Finance houscs 
Other  E l n a n c r n l   I n s t l t u t l o n s  
Other 
Other T r e a s u r y   b i l l s  

1 ,026  1,156 
(667)  ( 8 5 4 )  

1,512  1,667  1,270 
(928) (1,081) (1 ,131)  

Unldent l f led  6 /  6 39 150 495 -1,837 1 ,344  

Foreign Einnnclng ( n e t )  - 369 5 34 54 1 679  309 
From ln te rna t lona l   deve lopment  

l n s t l t u t l o n s  and government 7 /  24 3 380 357 21 8 333 
Other 8/ - 126  154  184  401 -24 

- - - - 
- 

T o t a l  f lnanclng  1,976  2,407 2 , 3 5 6  1,432  3,988 

Source- Data provided by t h e   M l n l s t r y  o f  Flnancc,  
I 1/ Long-term s e c u r l t l e s .  
- 2/ Trust  funds  within  government  and slnklng funds.  
3 /  MaJor loca l   governments   and   nonf inanc ia l  publ lc  e n t e r p r l s e s  excluding s o c r a l  

4 /  Represents  the domest ic   cur rency   counterpar t  of a purchase ( 1 9 7 6 )  and 3 repurchase 

- 5 /  Long-term secur i t ies  except  the f i n a l  Item, other T r e a s u r y   b l l l s .  
6/ I n c l u d e s   t h e   t i m i n g   d i f f e r e n c e s  III recording between t h e  Treasury  and t h e   C e n t r a l  Bank 

- 

1 n s t  1 tu t 1Sns , 

a ( l T 7 7 )  unde r   t he   compensa to ry   f l nanc rng   f ac i l i t y ,  

a s w e l l  as u n l d e n t i f l e d  Items. 
- 7 /  ProJec t   loans .  
8/ Market loans - 
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Table IX, Melayaia: Dlstrlbutian of Outetandlng Federal Govelllment 
-Debt by Clasa of Holdere, 1976-80 1 /  

(In milliono of ringgit) 

- 

19  76  1977 1978  1979 1989 

Government securitiecl 8,680.7 - 
Government 664.3 

Fcderal Rovernment 2 /  m 
S t  at  P Rovernmcnt R 12,6 
Publ i c  authorities 212.3 

c 

S o r l a l  eecurity institutions 5,058.5 
Lmployees Provident Fund 4,587.5 
Other provident and trust 

fund8  264.8 
Insurance companies 206.2 

Frnanclal inatltutlons 2 892 5 
Central Bank 165.5 
Commercial banks 1,533.0 
Net  lonal S a v i n g s  Rank 644.8 
Finance houaes 429 0 
Other financial lnst ltut Lons 120.2 

“A 

Other  65.4 

l’rc?nsury bil Is 
Central Rank 
Comrnerclal banks 
Other 

1 710.0 
164.7 

1,252.8 
292.5 

A- 

Domest IC debt  10,390.7 

Foreign debt 2,805.7 
From Internat lonal develop- 

mPnt ins t l t u t  I o n s  and 
forelgn governments 3 /  1,338.2 

Other 4/ - 1,467.5 
- 

Total debt 13,196.4 

10,497,4 

765.4 

12.5 
310,3 

6,022.0 
5,441.0 

314,l 
266.9 

3,638.0 
243.2 

1,889.0 
753.6 
677.9 
74.3 

72 .0 

1,780.0 
181.4 

1,432.4 
166.2 

12,277.4 

642,. 

3,349.3 

1,721.5 
1,627.8 

15,626.7 

0 

11,931.9 

711.6 

11.6 
2 5 6 , 6  

7,072.3 
6,369.4 

370.0 
332.9 

4,077.0 
346.2 

1,8O6,5 
807.9 
933.2 
183.2 

71 .o 

1,510.0 
41.9 

1,257.3 
210.8 

13,441.9 

3,859.2 

T 4 - n  

2,081.4 
1,777.8 

17,301.1 

13,749.1 

736.5 
442.7 
11.5 
282.3 

8,320.2 
7,450.2 

445.7 
432.3 

- 

5,343.3 
629.0 

2,296.5 
838.7 

1,336.9 
242 2 

51.1 

1,490.0 
113.9 

1,228.4 
147.7 

15,949.1 

4,542.6 

2,335.1 
2,207.5 

20,491.7 

16,795, I, 

727.8 
442.7 

R , 5  
276,b 

” 

9,548,5 
8,581.5 

467,7 
499,3 

6,478,2 
1,617.4 
2 , 4 4 5  9 
924 1 

41 . O  

1,490.0 
67.4 

1,202.3 
220.3 

18,285.5 

4,851.6 

2,668.1 
2,183.5 

23,137.1 

Source: Data provided by Bank Negara Malaysia. 

L/ End of period. 
2 /  Banking funds and trust  funds. - 3/ Project loans. 
4 /  Market loans. 

- 
- 
.- 
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Table X .  Malaysia' Summary o f  the State Government's Operat l o n a ,  1976-81 

Budget Pre 11m- 
1976 1977 19 la 1979 e s t   l m a t e s  l n a r y  

1981 
1980 e s t  mates 

Revenue and grant  s 

Revenue 
S t a t u t o r y   g r a n t s  
Other  Federal  Government &,-ants 

Expend 1 t ure 

Curren t   expendl ture  L/ D Development expend l tu re  - 1/ 

O v e r a l l   d e f i c i t  ( - )  

Flnanclng ( n e t )  

Federal   Government  loans 
Change in a s s e t s   ( i n c r e a s e  -1 

1 ,549  
" 

1,203 
27 7 
b9 

1 ,423  

4 38 
48 5 

126 

-126 

112 
-2 38 

1,620 

1,180 
350 
90 

1,960 

1,273 
690 

- 340 

340 

1 / o  
170 

- 

2 , 0 0 4  

1,500 
410 

94 

1,988 

1,333 
655 

16 

-16 

L ,  R90 

2,371 
349 
164 

2,568 

1,697 
871 

322 

-322 

3,323 

2,562 
502 
2 59  

3,671 

2,164 
1,567 

-348 

+348 

124 
-140 

151 
-473 

399 
-5 1 

3,637 

2,794 
50 5 
338 

4 , 3 3 8  

? , 2 2 1  
2 ,117  

-70 1 

+ 7 n l  

50 2 
199 

- 

" 

Source- Data  provlded by t h e  Mznlstry o f  Flnance.  

- 1/ On the b a s l s  of c u r r e n t  and development  budget c l a s s l f  l c a t  loris. 
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Table XI. Malaysia:  Summary o f  t he   P r lnc lpa l   Au thor i t i e s '   Opera t ions ,  1976-80 A/ 
(In mil I i ons  of r i n g g i t )  

1980 
1976 15 t 7  1978 '.979 Prel iminary 

es t lmates 

Revenue  and grant  s 1,239  1,504 1 , 5 5 ~  1,873 2,312 

Revenue 1 , 2 2 7  1,371  1 ,408 1,703 2,094 
Federal  and s t a t e  g3l.ernment 

g ran t  8 12 133 145 170 218 

Tota l   expendl ture   1 ,398   1 ,654   1 ,940  2,606 3,366 

Current   expendrture  2 1  92 3 1,140 1,340 1,504 1,992 
Development expenditGre - 2 1  475 5 14 6 00 1,102 1 , 3 7 4  

Overall d e f i c i t  ( -1  

Financing   (ne t )  

-159  -150 i-3 8 7 -733 -1,054 

159 150 387 733 1,054 - - - - 
F o r e q n  borrowing 3 1  170 94 130 14 1 294 
Federal  and s t a t e   gove rnmen t  

loans   4 /  107 124  196 28 7 6 70 
Change 1; a s s e t s   ( i n c r e a s e  - >  -1 18 -6 8 61  305 -4 1 

Source:  Data  provLded by t h e   M l n l s t r y  of  Flnance.  

11 Only the  maJor  local  governments and n o n f l n a n c l a l   p u b l l c   e n t e r p r l s e s   a r e   I n c l u d e d .  
Local governments a r e ,   t h e   m u n l c l p a l l t l e s  of Ipoh and Malacca, and t h e   c l t y   c o u n c i l s  of 
Penang  and  Kuala Lumpur  Slnce  February 1, 1974,  Kuala Lumpur has  been a Federal. Terri tory 
and 1s Included In t h e  Federal  Government. The major   pub l l c   en t e rp r i se s  I n c l u d e d  a r e .  
t he   Na t iona l   E lec t r i c i ty   Hoard ;  Malayan  Railways;  Kelang P o r t  Au thor l ty ,  Penang Por t  
Eornmisslon; Sabah E l e c t r l c l t y   B o a r d ;  Kuchlng Por t   Author l ty ;  Sarawak E l e c t r l c l t y   S u p p l y  
Corporat lon;  and the  Telecommunlcatlons  Department. 
- 2 /  On t h e  basis o f  c u r r e n t  and  development   budget   c lass l f lcat lons.  
- 3/ Pro jec t   l oans   gua ran teed  by the  Federal  Government. 
- 4/ Inc ludes   Federa l  Government e q u l t p   c o n t r i b u t i o n s  of M$111 ml l l lon   In   1979,  
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Table XII. Melaysia: Summary of the Conso l ida t ed  Publ i c  Sector,  1976-80 I /  - 

( I n  millions of r i n g g i t )  

1976 1977 1978  1979  1980 
P re l lmlna ry  
es t imates  

Tota l   revenue  and g r a n t s  2 /  7,341 - 8,974 10 ,308  14,546 19,096 

Revenue 
F o r e i g n   g r a n t s  

7 ,331 
10 

8,9 71 
3 

10,304 
4 

19,096 
" 

14,543 
3 

17,072 11.665 24.546 T o t a l   e x p e n d l t u r e  and n e t   l e n d i n g  2/  9 ,089 - 12,958 

Curren t  expendl t u r e   3 /   6 , 6 4 5  
Direct   development   eTpendl ture  4 /  1,819 
Net l endlng  5 1  5 82 
Ad Jus  tment for account   payable   43  

- 
8,310 
2,497 

928 
-70 

8 ,905  
2,667 
1 ,450  

-64 

11,209 
4,487 
1 ,520  
- 144 

17,060 
5,467 
1,716 

303 

D P u b l i c   a u t h o r l t l e s '   o v e r a i l   d e E l c l t  (-1 -159 

PLb11c sector o v e r a l l   d e f i c i t  ( - )  -1,907 

-150 -J87 -733 -1,054 

-2,841 -3,037 -2 ,  526 -5,450 

3 337 2- 2,526 - Flnanclng  ( n e t )   1 , 9 0 7  5 450 L 2,8L1 

Fore lgn  
Domes t IC 

578 
1,329 

628 
2,213 

6 71 
2,366 

82 0 
1 ,706  

603 
4,847 

Sources '  Data provided by t h e  M l n l s t r y  of F m a n c e  and s t a f f   e s t l m a t e s .  

1/ Federa l  and s t a t e   g o v e r n m e n t s ,   a n d  t h e  p r l n c l p a l  p u b l i c  a u t h o r l t l e s  (rnaJor l o c a l  

2 1  Federal   and  s ta te   governments   only.  
31 Net of s t a t u t o r y  g r a n t s  from F e d e r a l  and s t a t e   g o v e r n m e n t s .  

- 5/ Net of loans  t o  p u b l l c   a u t h o r l t l e s .  

government and r l - b l l c   e n t e r p r  l sqs ) .  
- 
- 
- 4 /  Net of o t h e r   g r a n t s   f r o m   F e d e r a l  t o  s t a t e  governments.  



Table XIII. Malaysia: Direc t ion  of Commercial Bank Lending, 
1975-80 

( I n   m i l l i o n s  o f  U.S. dollars) 

~~ 

1975  1976 1977 1978  197 9 1980 

Lending t o  public s e c t o r  449.6 463 .5  596.1 754.6 259-5 630.1 

Lending t o  p r i v a t e   s e c t o r  6,208.9 7,611.8 9,094.3 11,692.3 14,629 7 20,117.4 

Agr i cu l tu re  
Mining and quarrying 
Manufacturing 
Real estate and  2onstruction 
General commerce and domestic 

Profes s iona l s  and i n d i v i d u a l s  
Fore ign   t r ade  b i l l s  
0 ther 

t r ade  b i l l s  

483.8 
106.7 

1,265.6 
721.7 

535.8 
105 I 7 

1,382.0 
806.3 

870.8 
128.1 

2,225.5 
1,349.7 

661 . 0 
96.3 

1,594.7 
1,057.9 

1,013.0 
122.6 

2,564.7 
1,843.3 

1,492.0 
206.9 

3,715.4 
3 , 0 0 4 . 3  I 

5,053.4 I 
3,692.9 

612.0 
2,340.5 

C 
4 1,355.3 

1,095.9 
366.9 
813.0 

1,693.3 
1,345.0 

479.0 
1,443.7 

2,064.2 
1,728.2 

514.1 
1,474.2 

2,693.1 
2,266.1 

586.4 
1,572.6 

3,822.0 
2,970.1 

573.9 
1,720.1 

To t a l  6,468.4 8,061.4 9,557.8 12,288.4 15,259.8 20,872.0 

Source: Bank Negara  Malaysia,  Annual Report and Statement of Accounts,   varlous issues. 



1 /  Table XLV. Malaysla. F a c t o r s  Affecting Reserve Money, 1974-8W 

( h n  millions of r inp,gl t )  

1974  1975 1976 1977 1978  1979 1980 
- 

Net foreign assets 3,758 3,930 5,975 6,740 7,364 3 , 237 10 , 312 

Net, clalms on government -276 -347 -1,325 -1,641 -1 , 317 -2,644 -74 5 

iJet o ther  Items -551 -579 -1,083 -973 -1 , 292 -1,085 -3,074 

Rese rve  money 2,931 3,004 3,567 4,126 4,755 5,498 6,493 

C u r r e n c y   o u t s l d e   b a n k s  2 , A  91 2,392 3,790 3,298 3,797 4,362 5,105 

D e p o s l t s  of banks  7 07 58 5 720 766 842 995 1,264 

Othe r  depos l t s  43 27 57 62 116 14 1 124 

- 
Source   In t e rna t lona l  Yone ta ry  Fund, I n i e r n a t l o n a l  F l n a n c l a l  Statistics. 

- 1 / End-year f l g u r e s  . 



Table xv. Malaysia: Sources and  Maturity of Credits t o  
Private Sector, 1976-80 

( In  m i l l i o n s  of U.S. dollars) 

I 

Source and Maturity d 1/ 1976  1977  19 78 1979 1980 
" - - 

Financ ia l   s ec to r  

Commercial banks 
Short-term 
Medium- t e m  
Long- tern 

Finance companies 
Short-term 
Medium- t erm 
Long-term 

Other f i n a n c i a l   i n s t i t u t i o n s  * 3/  
Short-term 
Medium-term 
Long-term 

Publ ic  sector - 4 /  

To tal  

10,397 

6,974 
5,372 

367 
1,235 

1,166 
100 
743 
318 

2 ,257  
356 
451 

1,450 

4,181 

14,578 

12,310 

8,243 
6,209 

479 
1,555 

1,516 
1 7  3 
937 
406 

2,551 
411 
494 

1,646 

5,255 

17,565 

15,695 

10,900 
7,919 

637 
2,344 

1,973 
138 

1,312 
523 

2,822 
291 
492 

2,039 

4,569 

23,264 

20,704 

14,050 
9,700 

807 
3 , 5 4 3  

2,631 
132 

1,837 
662 

4,023 
792 
604 

2,627 

8,527 

- 29,231 

27,976 (73.8) 

19,202  (50.6) 
13,396 (35.3) 

1,098  (2.9) 
4,708 (12.4) 

3,551 (9.4) 
138 ( 0 . 4 )  I 

940 (2 .5 )  rn 
2,473 ( 6 . 5 )  o\ 

I 

5,223 (13 .8)  
938 (2.5) 
832 (2.2) 

3,453 (9.1) 

9,921 (26.2) 

37,897(100.0) 
- 

Source: Bank Negara Malaysia, Annual  Report  and  Statement of Accounts, various i s s u e s .  
"_" * - " 

1/ Breakdown by o r i g i n a l   m a t u r i t y  as follows: Short-term is up t o  one y e a r ,  medium-term more than one 

- 2/ Figures  in parentheses   a re   percentage  shares. 
3/  Include  merchant banks, housing c r e d i t   i n s t i t u t i o n s ,   i n d u s t r i a l  deve lopment   f inance   ins t i tu t ions ,  urban 

year-to  four years, and  long-term  over  four years . 
credit i n s t i t u t i o n s ,   r u r a l   c r e d i t   i n s t i t u t i o n s ,   i n s u r a n c e  companies, provident   funds,   Pi lgr ims Management and 
Fund Board,  National  Savings Bank and MARA Unit Trusts L t d .  

4 /  Government c red i t ,   main ly  long-term, is extended almost entirely t o  statutory a u t h o r i t i e s ,  local  
govebnents   and  government-control led  enterpr ises .  



e * 

Table XVI Malays ia :  Interest Rates of Commercial Banks, 1974-80 

(In per cent p e r  annum) 

Maximum Depoei t  Rates Maximum Lending Rates Average 
F i x e d   d e p o a t s ;   m a t u r i t y   p e r i o d  i n  months S a v i n g s  Prime P r e f e r e n t i a l   L e n d i n g  
1 3 6 9 12 d e p o s i t s  rat r a t e  11 Rate &/ 

1974  Apr i l  24 4.50 6.50 7 .OO 8.00 9.00 6.50 10.00 9.50 .. . 
1975  February 3 4.00 6.00 6.50 7.50 8 .50  6.50 9 .50  9 .00  

May 2 3. 50 5 .50  6.00 7.00 8 .00  6.00 9.00 8.50 
3.50 August 9 5.50 6.00 G. 50 7 .50  5.50 8.50 8.00 .. . 

.. . .. . 
1977  June 2 5.00 5.00 5.50 5.75 6.50 5.00 7.50 7.00 .. 
1978  December - 3 1  5.00 5 .50  5.75 6.00 6 .  50 5.00 7.50 7.00 9.34 I 

1979 March 5.00 5 .50  5.75 6 . 0 0  6.50 5.00  7.50 7 .OO 9.45 I J u n e  5.00 5.50 5.75 6.00 6.50 5.00 7.50 7.00 9.47 
September 5.00 5.50 5.75 6.00 6.50 5.00  7.50 7 .OO 9.50 
December 5.25 5.50 5.75 6.00 7.00  5 .00  7.50 7 .OO 9.42 

cn 
4 

1980  March 5.25 5.50 5.75 6.00 7 . 0 0  5.00 7.50 7.00 9.40 
June  5.50 6.25 6.50 6 .75  7.00 5.00 7.50 7 .OO 9.31 
September 6.00 6.00 6.5C 6.75 7.00 5 . 0 0  7.50 7.00 9.38 
December 8.50 8 . 5 0  8.50 9.00 9.00 6.00 8 . 5 0  7.00 . . I  

- -_-" 
Source :   Data   p rovided  by t h e  M a l a y s i a n   a u t h o r i t i e s .  

1/ The p r e f e r e n t i a l  rate a p p l i e d  to  advances  t o  f e d e r a l   a n d   s t a t e   g o v e r n m e n t s  and p u b l i c   a u t h o r i t i e s  and 

21 R e f e r s  t o  t h e   w e i g h t e d   a v e r a g e   l e n d i n g  rate of a l l  t h e  commercial b a n k s .   O n l y   q u a r t e r l y  data are 

31 E f f e c t i v e   O c t o b e r  23, 1978, all i n t e r e s t  rates have  been f r e e d  from r e g u l a t i o n .  The interest rates 

adTances   aga ins t   government  o r  m u n i c i p a l  securi t ies  and a g a i n s t  l oca l  a g r i c u l t u r a l   p r o d u c t s .  

a v a i l a b l e .  

for t h i s  d a t e   r e f e r  t o  t h e  rate quoted w i t h  t h e   h i g h e s t  frequency among t h e  banks. 
% 
i H 
x 





T a b l e  XVILI Malaysla  Assets and Liab i l i t i e s  of Commercial Banks, 1972-8G" 1/ 

( I n  mi l l i ons  of r i n m i t )  

1972 19'7 3  197 4 1975 1976 1577 1978  1979 1980 - 
' lams 11,351 5,659 6,533 3.624 9,956  11,532  13,710  17,417  21,520 

Net foreign asbets 29 -2'29 -295 -187 -25 3 -4119 -686 -1 12 -1,008 

Net claims on government 915 93s 1,234 1,653 2,462 2,854 2,334 1,9114 1,288 

Claims on pr iva t e  sector 3,014 11 , 586 5,278 6,084 7,471 8,970 11,627 14,641 20,232 

Clams o n  c e n t r a l  banks 

Net ather clalms (reserves) 

Liabilities 

Demand deposlts 

Time and savirrgs depos i ts  

57 5 750 850 731 869  938  1,049  1,246  1,587 

-182 -383 -542 -657 -593  -781 -61 4 -302 -579 

4 I 350 5, ,659 6,533 7,624 9,956  11,533  13,710 17,617 21 ¶520 a\ 

I 

a 
1,393 1,928 1,982  2,083 2 , 572 2,953  3,548 4,251 4,875 I 

2,951  3,731  4,551  5,541 7,384 8,580 10,162  13,166 16,645 



Table XIX. Malaysia: Consumer Prlce Index, 1976-1980- 

(1967 = 100) 

1/ 

" 

1980 
Weight  1976 1 9 7 7  19 78 19 79 1980 1st Q 2nd Q 3rd Q 4th Q 

To t a l  

Food 

Beverages and tobacco 

Clothing and footwear 

Gross r en t ,   f ue l  and power 

Furniture, furnishings and 
household equipment 

Medical care and hea l th  
expenses 

Transport clilu communication 

Recreation,  entertainment, 
education, and c u l t u r a l  
services  

Miscellaneous goods and serv ices  

100.0 147.8 

46.8 160.5 

8.9  122.8 

4.8 146.9 

9.4  125.6 

6.6 161.7 

2.0 135.2 

10.4 133.3 

5.6  130.3 

5.5 151,3 

154.8 

169 $ 4  

121.3 

152.6 

133.3 

167.3 

140.9  

138.1 

132 7 

159,4 

162.4 

1 7 7 . 7  

133.8 

157.9 

139.9 

174.2 

146.0 

146,3 

135.5 

170.2  

168.3 

181.7 

135.6 

168.1 

149.1 

181.0 

155.3 

151.5 

138.8 

191.7 

179.5 

188.3 

144.5 

179 .5 

163.5 

194.2 

167.1 

161.8 

144.1 

246 .O  

175.8 

185.5 

137.6 

175.5 

158.6 

189 1 

1 6 2 . 2  

154.8 

143 .O 

X 7 . 1  

176.9 

187.0 

139.2 

177.5 

161.7 

192.1 

164.6 

157.4 

143.2 

2 3 . 3  

181.1 

189.1 

146.7 

180.7 

166.1 

196.3 

168.4 

164.5 

143.9 

3-49.3 

184 4 

191.6 

154.3 

184.4 

167.5 

199.3 

173.1 

170.5 

I 
A 

252.3 

Source: Bank Negara  Malaysia, Monthly S t a t i s t i c a l  ."" Supplement. 

- 1/ Quarterly and annual indices are simple averages of monthly indican. 

" 



Table M. Malaysla: D l r e c t l o n  of Trade,  1976-80 I/ - 
(In per cent of t o t a l )  

Exports (f.o.b.1 Imports ( c . 1 .  f . )  2 /  
1976  1977  1978  1979 1980 31  1976 1977  1978  1979  1980 31 - - 

ASEAN 
O f  whlch 

Singapore - 4 /  
Thalland 

Japan 
China ,  People's  Republ IC of 
Unl ted   S t a t e s  
A u s t r a l l a  

21 19 19 20 22 14 15 14 15 16 

18 
1 
21 
1 
16 

2 

16 
1 

19 
2 
18 

2 

It 
1 
22 
1 
19 
2 

17 
1 
23 

2 
17 

2 

19 
1 

2 3  
2 
17 

2 

9 9 
4 5 
21 2 3  
4 3 
13  12 
7 6 

9 
4 

23 
4 
14 
6 

10 11 
4 3 

22 23 
3 2 

15  15 
6 5 

I 

-4 
P 

I 
European Economlc Commun I t y  

O f  which. 
Germany, Federal   Republ lc  of 
Nether lands 
United Kingdom 

2 1  20 18 18 1 7  17 17 18 17 16 

4 
7 
5 

4 
7 
5 

4 
6 
4 

6 6 
1 1 
7 8 

6 
1 
7 

4 
6 
5 

4 
6 
3 

6 6 
1 1 
7 6 

18 
10 0 
- 20 

100 
- Other   coun t r l e s  

Tot a1 
19 
100 
- 18 

100 
- 

24.2 

17 
100 
- 24 24 

100 100 
- - 21 22  23  

109 100 100 
- - - 

T o t a l  ( in  b i l l i o n s  of 
r l n g g l t )  13.4 15.0 17.1 28.  I 9.7 1.2 13.7 1 7 . 2  23.4 

\ 
Source: Data  provided by t h e  Malayslan a u t h o r l t l e s .  
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APPENDIX 

Table Malaysia:  Volume, Value and Unit Value of Major 
Export  Commodities, 1976-80 

19 76 1977  1978  1979  1980 

Rub be r 
volume ( '000 t o n s  1 1,620 1,654 1,614 1,649 1,530 
Value (MS m l l l i o n )  3,098 3,379 3,601 4,402 4,667 
F.0.S. u n i t   v a l u e  (M$ p e r   t o n )  1,912 2,044 2,231 2,720 3,050 

T i n  and t ln - in-concent ra tes  
volume ( '000  tons)  
Value (M$ m i l l l o n )  
F.0.b. u n i t   v a l u e  
(M$ p e r  1,000 t o n )  

82 67 70 72 70 
1,524 1,704 2,022 2,316 2,506 

19 26  29 32 36 

Saw logs  
Volume ( '000  cubic  meter)  15,394  16,078  16,732  16,017  14,530 
Value (M$ mlll lon)   1 ,472  1 ,520  1 ,667 2 , 8 7 7  2,586 
F.0.b. u n i t   v a l u e  

(M$ per cubic  meter) 96 95 100 180 178 

Sawn t imber  
volume ( '000 c u b i c  meter) 3,055 3,100 3,176  3,535  3,300 
Value (M$ millLon)  887 844 882 1,336  1,362 
F.0.b. u n i t   v a l u e  

(M$ per   cub ic   me te r )  29 0 27 2 278 37 8 413 

Palm 011 
volume ( ' 000 t o n s  ) 1,346 1,424 1,519 1,90? 2 ,277  
Value (M$ m i l l i o n )  1,220 1,790 1 , 8 7 2  2,471 2,630 
F.0.b. u n i t   v a i u e  (M$ per t o n )  90 7 1,257 1,232 1,300 1,155 

Petroleum  (crude and p a r t l y   r e f i n e d )  
Volume ( '000 tons)  7,144  7,794  9,229  12,035  11,420 
Value (M$ million) 1,747  2,017  2,263  4,210  6,846 
Unit v a l u e  (M$ per t o n )  245  259  245  350 600 

Tota l  major primary e x p o r t s  
(M$ m i l  l i o n )  9,948 11,254 12,307 17,692 20,597 

(As percentage of t o t a l   e x p o r t s  (74)  (75 1 ( 7 2  1 ( 7 3 )  (73)  

Manufactured goods (M$ million)  2,472  2,648  3,622  4,797  5,935 
(As percentage  of t o t a l  e x p o r t s )  (18) (18) (21)   (20)   (21  1 

Tot a1 expo rt s 13,443  14,959  17,094  24,219  28,140 

Source: Data provided by t h e  Malaysian a u t h o r i t l e s .  
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Table XXII. Malaysla '  Changes in MaJor Exports,  1976-80 

(In per cent  1 

Rubber: vo lume 
un l t   va lue  
value 

11 .o 2 . 1  -2.4 

52.9 9.1 6.6 
31 .a  6.9 9 .1  

2.2 
21.8 
24.4 

-7 .3  
12.3 
4.1 

saw logs:  vo 1 ume 
unl t   va lue  
va lue  

81.7 4.4 4.1 
21.0 -1.2 5.4 

119.9 3.3 9.6 

-4.3 
80.3 
72 .t 

-9.2 
-0.9 

-10.1 

Sawn timber : vo lume 
unl t   va lue  
va lue  

6 1 . 7  1.5 2.4 
24.3 -6.2 2.0 

101.0 -4.8 4.5 

11.3 
36.1 
51.5 

-6.7 
9.2 
2.0 

Palm o i l :  vo 1 ume 
uni t   va lue  
va lue  

57.7 5.8 6.7 
-20.0 38.6 -2.0 

-7.4 46.7 4.6 

25.2 
5.5 

32.0 

19.8 
-11.1 

6.4 

Petroleum  (crude):  volume 
unl t   va lue  
value 

9 7 . 7  1 7 . 1  23.3 
7.8 6.8 -4.8 

113.1 25.0 17.4 

31.5 
42.5 
87.3 

-5.1 
71.4 
62.6 

Tin: vo 1 ume 
uni t   va lue  
va lue  

4.6 -18.4 5.6 
20.8 37.0 12.5 
26.4 11.8 18.7 

2 .7  
11.5 
14.5 

-3.3 
12 .o 

8.2  

Manufacturlng 25.5 7.1 36.8 32.4 23.7 

Gr os s export 8 45.6  11.3  14.3 41.7 16.2 

Source: Data provided by the   Malays ian   au thor l t ies .  



Table XXIII. M a l a y s i a :   S t r u c t u r e  of Gross M a n u f a c t u r i n g  Exports,  1970-80 

( I n   m i l l i o n s  of r i n g g i t )  

" 

1970  1975  1978  1979  1980 
Value   Share   Value   Share   Value   Share  Value Sha re   Va lue   Sha re  

(Pe r   Cen t  (Per C e n t )   ( P e r   c e n t )   ( P e r   C e n t )   ( P e r   C e n t  1 

- 

Food,   beverage  8 ,  and 

T e x t i l e s ,   c l o t h i n g ,  

Wood produces  
Rub be r pr  oduc r s 
Chemica ls   and   pe t ro-  

leum  product  s 
N o n m e t a l l i c   m i n e r a l  

pr  oduc t s 
Manufac ture  o f  metal 
E l e c t r i c a l   m a c h i n e r y  

and  appl i ances  
Other   machinery and 

t r a n s p o r t   e q u l p m e n t  
Othe r   manufac tu res  

t o b a c c o  

and f o o t w e a r  

Tot -1 

1 1 2  

32 
90 
1 7  

19 6 

20 
2 3  

15 

70 
40 

615 

18 

5 
15 

3 

32 

3 
4 

2 

11 
7 

10 0 

- 

2 7 0  

218 
205 

4 3  

185 

23 
49 

3 04 

269 
412 

1 , 9 7 8  

14 

11 
10 

2 

5 

5 
3 

15 

14 
21 

100 

- 

279 

465 
36 7 

6 4  

199 

4 3  
113 

1 ,569  

26 5 
260 

3,624 

a 

13 
10 

2 

5 

1 
3 

4 3  

7 
7 

100 

- 

356 

5 72 
45 6 

75 

25 1 

49 
174 

2 , 2 5 4  

280 
3 30 

4 , 7 9 8  

- 

7 

12 
10 

2 

5 

1 
4 

47 

6 
7 

100 

457 

787 
44 3 

a3 

323 

5 5  
265 

2,790 

31 3 
419 

5,935 

- 

a 

13 
8 
1 

5 

1 -;I 

4 

I 

J= 

I 

4 7  

5 
7 - 

100 

Source: Data prov ided  by t h e  Malaysian authorltles. 



Table XXIV.  Malaysia:   External  Reserves,   1976-80 

( I n  m i l l i o n e  of S D R ~  

End of Period  1976  1977 1978 1979 1980 

A. Central Bank (ne t )   2 ,122   2 ,345  

Foreign ase t 8 2,1?3 2,356 
Of which: 

Gold and f o r e i g n  exchange (2,011) (2 ,278)  
Reserve pos it ion  

In t he  Fund ( 5 4 )  (52)  
Speclal  drawing   r lgh ts  (65) (26)  

F o r e i g n   l i a b i l i t i e s  -8 -1 1 

E. Government o f f l c l a l  holdlngs 37 36 

C. Tota l   ne t  o f f i c i a l  
r e s e r v e s  (A + B) 

D. Commercial  banks ( n e t )  
Fo re ign   a s se t  8 

Fore  ign 1 i a b l  1 i t  ies 

E. Tota l   ne t  external 
reserves (C + D) 

2,159  2,381 

-86 -156 
(382) (359)  
(468) (515)  

2,073 2,225 

F. C e n t r a l  Bank holdings of f o r e i g n  
a s s e t s   I n  months of Imports 7 . 7  7.3 

2,563  3,199  3,635 

2,577  3,207  3,639 

(2,484)   (3 ,052)   (3 ,425)  

36 33 36 

2,599  3,232  3,671 

-2 39 - 39 -356 
(353) (588)  (669) 
(592) ( 6 2 7 )  (1,025) 

2,360 3,193  3,316 

6 .5   6 .5   5 .3  

Source: Data Provided by the Malaysian authorities. 
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Table XXV. Malayeio: Exte rna l  Debt Outs tanding  
by Lend ing   Sec to r ,  1978-80 

( I n   m i l l i o n s  of r i n g g i t ;  end of p e r i o d )  

1978 - 1/ 1979 - 1/ 1980 

Tota l  p u b l i c  and pub l i c ly   gua ran tepd   deb t  

To o f f i c i a l   c r e d i   t o r s  

International l n s t r t u t i o n s  
Government 8 ( i nc   l ud ing  Exlmbanke) 

To p r i v a t e   c r e d i t o r s  

Banks 
Other s   ( supp l i e r s  ' c r e d l  t 1 

Pr iva te   w l thou t   pub l i c   gua ran tcz  

Banks 
0 t h e  r8 

5 ,892  

2 ,415 

1,264 
1 ,151  

3,476 

2,938 
5 38 

573 

" 

" 

6,517 

2,907 

1 , 4 9 5  
1,412 

3 610 

3,113 
49 7 

832 

I 

" 

" 

7,678 

3,655 

1,683 
1 , 9 7 2  

4 023 L 

2,191 
1,832 

" 

" 

" 

Source: Data provided by t h e   M a l a y s i a n   a u t h o r l t i e s .  

1/ Based on World Bank d a t a .  - 
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Table X X V I .  Malays ia :   Externa l  Debt Service O b l i g a t i o n s ,  1979-80 

( I n   m i l l i o n r  of ringgit) 

Actual8 
1979  1980 

Pub l i c  debt 
Arnort i z a t   i o n  
I n t e r e s t  

2 0 1 . 4  224.7 
366.0 423.7 - - 

Tot a1 567 4 648 4 

P u b l i c l y  guaranteed 
p r lva t e   deb t  

M o r t   i z a t   i o n  
I n t e r e s t  

106.8 7 5 . 9  
6 0 . 6  7 7 . 5  - - 

Total   167.4 153.4 

Other p r i v a t e   d e b t  
Amort u a t  ion 
I n t e r e s t  

Tot el " " 

Tota l   deb t  service 
k n o r t   i z a t   i o n  
I n t e r e s t  

To ta l  

308.2 300.6 
426.6  501.2 

734.8 801.8 

Source: Data  provlded by t h e  Malayslan a u L h o r l t l e s .  
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Table m ~ ~ . H a l a y s i a :  Exchange Rate of the Ringgit, 1979-81 

(Foreign currency u n i t s  per r i n g g i t ,  period average) 

U . S .  d o l l a r   J a p a n e s e  Pound Singapore 
Yen d o l l a r  

1979 1st q u a r t e r  
2nd q u a r t e r  
3rd q u a r t e r  
4 t h   q u a r t e r  

0,4540 
0.4515 
0,4639 
0.4597 

91.4199 
98.2745 

101.401 1 
109 . 3648 

0.2252 
0.2170 
0.2078 
0.2125 

0.9860 
0.9>34 
0.9989 
0.9965 

1980 l e t  q u a r t e r  
2nd q u a r t e r  
3rd q u a r t e r  
4 t h   q u a r t e r  

0.4558 
0.4537 
0.4673 
0.4613 

110.9557 
105.2284 
102.7981 
9  7.1869 

0.2023 
0.1985 
0.1963 
0,1934 

0.9910 
0.9360 
0.9908 
0.9670 

1981 1st q u a r t e r  0.4431 91.0632 0.1913 0.9256 

1980 January 
February 
March 
Apr il 
May 
June 
J u l y  
Augua t 
September 
October 
November 
December 

0.4585 
0.4590 
0.4499 
0.4375 
0.4571 
0.4666 
0.4666 
0.4644 
0.4709 
0 4694 
0.4617 
0.4529 

109,0999 
112.0032 
111.8555 
110.0455 
104.5280 
101.7205 
103.0633 
104.2296 
101.1693 

98.1633 
98.3556 
95.0357 

0.987 7 1 
0.9898 
0.9955 
0.9801 
0.9871 
0.9906 
0.9865 
0.9904 
0.9956 
0.9308 
0.9665 
0.9534 

0.2025 
0.2004 
0 2039 
0.1975 
0.1985 
0.1996 
0.1967 
0.1960 
0.1961 
0.1943 
0.1925 
0.1934 

1981 January 
February 
March 

0.4502 
0.4409 
0.4383 

90.9325 
90,7838 
91.5195 

0.1872 
0.1920 
0.1966 

0.9367 
0.9215 
0.9185 
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Table xxVIII* Malays la :   In te rbank Swap Transac t ions ,   1978-81  1/ 2 /  
" 

Forward Actual 
Swap Pr emlum Rate  of 

Cost  of  Borrowing M$ 
Euro- Swap I n t e r b a n k  Differ- 

Margln  ImplLcit  Appreclation d o l l a r  (B)-(A) Money enc e 
(MS0.0001 In Swap Three Months Interest Market 

Period = US$1) Margin L a t e r  3/ Rat e 
(A )  (E) 

- 

1978 
J u l y  
August 
September 
October 
November 
December 

19 7 9  
January 
February 
March 
A p r i l  

August 
September 
October 
November 
December 

19 80 
January 
February 
March 
Apr 11 

June 
July  
August 
September 
October 
November 
December 

May 

1981 
- January 

February 

-0 ~ March l9 

-70 
-65 
-7  7 

-120 
-19fr 
-309 

-2 30 
-270 
-2 00 
-300 
-175 
-140 
-180 
-180 
-2 51 
-430 
-3 75 
-390 

-355 
-435 
-4 00 
-400 
-5 5 
-15 
+3 0 
+90 

+125 
-2 30 
-3 55 
-370 

-350 
-290 
-1 70 

2.1 
1 .O 
1 . 3  
2.2 
3 . 4  
5 . 7  

4.2 
4 . 9  
3 .6  
5.3 
2.9 
2 .o 
3 .3  
3.2 
4 . 6  
7 . 9  
6 .9  
7.2 

6 . 6  
8.2 
7 . 1  
7 . 1  
0 .9  
0 .2  

-0.7 
-1.9 
-2.6 

4 . 2  
6 . 6  
6.9  

6 .4  
5 . 1  
2.9 

48.1  
19.5 
14.6 

-16.6 
3.1 
0 . 9  

-4.3 
-6.0 

4 . 4  
13.4 
11.5 

5 .9  
-6.0 
- 3 . 8  
- 7 . 5  

1 9  
0.5 

-14.2 

-8 3 
2 . 7  

2 6 . 3  
14.1 
4.9 
2 .5  
2 . 1  

-8 .7  
-15.3 
-12.8 
-17.2 
-10.8 

-14.7 
" 

" 

8.5 
8 . 6  
9 . 3  

10.3 
11.9 
12.0 

11.0 
1 1 . 2  
10.8 
11 .0  
10.6 
10.0 
11 3 
12 .3  
12.9 
15.5 
13 .9  
14 .9  

14 5 
16 .9  
19 6 
1 5 . 6  

9 . 8  
9 . 4  
9 9  

12.3 
13 .8  
14.7 
17.9 
18.2 

17.4 
16.7 
13.9 

7.4 
7.6 
8 .0  
8.1 
8.5 
6.3 

6.8 
6 .3  
7 .2  
5 . 7  
7 . 7  
8.0 
8.0 
9.1 
8 . 3  
7.6 
7 0  
7 . 7  

7 9  
8.7 

12.5 
8 . 5  
8.9 
9.2 

10 6 
14.2 
16.4 
10.5 
11.3 
11.3 

11.0 
11.6  
11.0 

7 . 6  
8.0 
7.9  
7.6 
7.9 
7.1 

6 . 6  
5.8 
6 3  
4.9 
6.2 
6.0 
6 2  
7.2 
6.7 
6.0 
5.9 
6 .5  

6 2  
6 . 3  
7.3 
6 .6  
7 . 1  
7 . 3  
8.5 

10 .0  
11.3 

9 2  
9 .5  
9.4 

9 . 3  
9 . 5  
9 . 3  

-0.2 
-0.4 
+on 1 
+O. 5 
+0.6 
-0 .7  

+o. 2 
+o 5 
+o 9 
+O. 8 
+1.5 
+z.o 
+ 1 . 8  
+1.9 
+1.6  
+1.6 
+1 1 
+ l .  2 

+l. 7 
+2.4  
+5 2 
+l. 9 
+1.8 
+1 9 
+ 2 . 1  
+4 2 
+5.1 
+1.: 
+1.E 
+l. s 

+1 L 

+2 I 
+1. 

~- 

Sources:  Data provided by t h e   M a l a y s i a n   a u t h o r i t i e s  and s t a f f  c a l c u l a t i o n s .  
~- "_ 

. 1/ Representa t lve   th ree-month  swap e f f e c t e d   t h r o u g h  foreign exchange brokers a t  the end 
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Table XXIX, Malaysia: Use of Crude Oil and 
Petroleum Products, 1977-80 

(In millions of barrels)=' 

APPENPIX L 
" 

1977  1978 1979 1980 
~~ - - - ~ ~ -  

Production of crude oil 

Export of c rude   o i l -  2/  

Reta ined   c rude  o i l  

Impor ts  of crude o i l  

Stock change and discrepancy 

I n w +  of l o c a l  r e f i n e r i e s  

Ref ine ry  use and losses 

O u t p u t   o f   l o c a l   r e f i n e r i e s -  

Imports of petroleum products- 

Total supply of   pe t ro leum products- 

Domestic use of pet ro leum p r o d u c t s  

Export of petroleum  products-  

3/ 

41  

5/ 

6 /  

7/ 

Stock change and d i sc repancy  

67.0 

54.6  

12.4 

27.1 

0.5 

40.0 

0.9 

39.1 

8.4 

47.5 

44.4 

0.3 

2.8 

79 .2  

68 .0  

1 1 . 2  

30.7 

1 . 7  

4 3 . 6  

0.7 

42.9 

" 

" 

46.5 

" 

" 

103.3 

90.8 

12 .5  

31.4 

1 . 6  

45.5 

0.8 

44.7 

11.6 

56.9 

53.3 

2 . 1  

1 .5  

100.9 

86.7 

14.2 

30.8 

1 . 2  

4 3 . 8  

0.9 

4 2 . 9  

14.7 

62.4 

60.5 

1.8 

0.1 

Source: Data p rov ided   by   t he   Ma lays i an   au tho r i t i e s .  

- 2 /  I t  i n c l u d e s  PETRONAS' crude p r w e s s e d  i n  foreign refineries. 
31 It exc ludes   p roduc t s  produced by overseas r e f m e r i e s   f o r  PETRONAS under 

4/ It excludes  t h o s e   p r o d u c t s   b r o u g h t   b a c k   i n t o   t h e   c o u n t r y  by PETRONAS from 

- 1/ To nearest 100,000 barrels. 

process ing   a r rangements  

ovgrseas r e f i n e r i e s   w h i c h  processed a p o r t i o n  of PETRONAS' crude  under proces- 
s ing   a r r angemen t s  with PETRONAS. 

5 /  Total s u p p l y   i n c l u d e s  prcducts produced by overseas r e f i n e r i e s   u n d e r  
p r o c e s s i n g  arrangements with PETRONAS and brought back fo r  domest ic  consump- 
t i on  
- 6 /  Domestic use is based on sales f i g u r e .  

"" - -  7 /  It excludes exports o f  products   p roduced  by overseas refineries for  
.~ ~~ PETRONAS . 
" 
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Table XXX. Mdaysle: Annual Electricity Generation and Shares 
by Plant Categories. 1970-79 

Total Aver age 
(GWH) Rate of 

(Pet c e n t  (Shares (In per cent) Growth 
change) Oil Hydro Ga 8 (Per cent )  

1970 

197 1 

3,572.77 68.2 31.8 

70.2 29.8 

" 

" 3,844.82 
(7.61) 

1972 4,263.61 
(10.89) 

74.3 25.7 

1973 4,926.99 
(15.55) 

76.9 23.1 " 

1974 5,368.17 
(8.95) 

79 .O  21 .o " 

1975 5,829.94 
(8.60) 

83 .O 17 .O " 

1976 6,240.35 
(10.12) 

85.9 14.1 " 

1977 7 , 184.24 
(11.89) 

88.9 11.1 " 

1978 8,006.23 
(11.44) 

89.6 10.4 " 

1979 8,796.18 
(9.86) 

85.8 11.4 2.8 1970-79. 
10.55 

Source: Data provided by the Malaysian authorltles. 
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Table IKXI. Malayala: Domestic Prices of, and TexeR end 
Subr id iee on Petroleum Product B , 1976-80 

(In riggit  per imperial Rallon) 

1976 1977 1978  1979 1960 

Gaso 1 lne  regular 
Price 

Egclse duty 
Import duty 
Subs ~ d y  

Gasoline premium 
Pr LC e 

Excise 
Impor$ duty 
Subs l d y  

Kerosene 
P r x e  

Excise duty 
Import duty  
S u b s i d y  

Dlesel 011 
Price 

Excise duty 
Import duty 
Subsldy ($/LC) 

2.75 

1.41 
1.41 
" 

2.75 

1.41 
1.41 
" 

0.81 

0.01 
0.01 
0.30 

3.00 

1.41 
1.41 
" 

3.00 

1.41 
I .31 
" 

0.82 

0.01 
0.01 
0.30 

(17/2/76) 0.44 
(1/9/77) 

3 .OO 

1.41 
1.41 
" 

3 .OO 

1.31 
1.31 
" 

0 . 8 2  

0.01 
0.01 
0 . 4 4  

1 .oo 1.20 1.20 

0 .Ol 0.01 0.01 
0.01 0 .Ol 0.01 
" 0.05 0.05 

(1/10/77) 

3.10 (1/6/79) ) 3.82 (25/4/80) 
3.35 (30/8/79) 4 . 4 0  (16/8/80) 

1.31 1.31 
1.31 1.31 
" -- (Excise product) 

0.07 (Imported product 
from 2 5 / 4 / 8 0 )  

3.10 (1/6/79) 3.82 (25 /6 /80)  
3.35 (30/8/79) 4 . 6 3  (16/8/80) 

1 .31  1.31 
1.31 
" 

1.31 -- (Excise product) 
0.07 ( I m p o r t e d   p r o d u L t  

from 2 5 / 4 / 8 0 )  

1.10 (1/6/79) 1 1.60 ( 2 5 / 4 / 8 0 )  
1.30 (30/8/79) 1 1.80 (16/8/80) 
0.01 0.01 
0.01 0.01 
0.44 0.51 
0.26 (4/6/79) 1.04 (Exc~se-25/4/80) 
0.51 (30/8/79) 1.11 (Imported-25/4/80) 

1 . 3 0  1.62 ( 2 5 / 4 / 8 0 )  
1.80 (16/8/80) 

0.01 0.01 
0.01  0.01 
0 .os 0.46 
0.46 0 . 8 6  (Excise-25/4/80) 

(30/8/79) 1,07(Imported-25/4/80) 

- ~Souree. Data provided by the Malaysian authorities. 
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