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V 

Basic Data 

Area: 128,338 sq. miles. 

Population: 11.31 mil l ion  (mid-1970 ) . 
Rate of growth: 3.0 per  cent  (from 1966-71) 

Per   cap i ta  GNP: M$l,O75 (US$382) i n  1971. 

GNP at current  market  prices (M$ mn. ) 9,689 10,036  10,981 11,687 12,170 
Annual rate of increase   (per   cen t )  5.6 3.6 9.4 6.4 4.1 

Federal  Government accounts (M$ mn. ) 
Revenue 1,840  1,890 2,001 2,292 2,394 
Expenditures  (current  plus 

Overal l   budget   def ic i t  (-1 
development 1 

Money and c r e d i t  (M$ mn. ; end of per iod)  
Money supply 1,525  1,697  1,922  2,071  2,151 
P r i v a t e   s e c t o r   l i q u i d i t y  (money 

supply plus quasi-money) 2,825 3,265 3,764 4,169 4,705 
Domestic c r e d i t   ( n e t )  978 1,472 1,548 1,996 2,459 

Claims on p r i v a t e   s e c t o r  1,295 1,605 1,761 2,173 2,515 
Claims on pub l i c   s ec to r   (ne t )  -317 -133 -213 -177 -56 

Interim retail  pr ice   index  for  West 
Malaysia 
(Annual average; 1967 = 100) 100.0 101.3  101.8  104.0  105.5 

Balance of payments (SDR mi l l i on )  
Exports 1,202 1,330 1,629 1,693 1,609 
Imports  (including nonmonetary gold)  -1,047 -1,122 -1,151 -1,362 -1,370 

Trade surplus  155 208 478 331 239 
Overall surplus  or d e f i c i t  (-) -84 -9 172 40 60 
In te rna t iona l   reserves  (ne t  ) ; (end 
of period)  643 634 806 846 906 

IMF - 
Quota SDR 186 mil l ion  
Fund holdings of  Malaysian  dollars 

Par  value  (July 20,  1962)  M$3.06122 = SDR 1; M$2.81955 = US$1 
Net cumulative  allocation of SDR 60.6 mi l l i on  
Current  balance of SDR (Apri l  30, 1972) 63 .I mil l ion  
Current  balance as a percentage of ne t  

(Apri l  30, 1972) 79 per  cent  of  quota 

cumulative  allocation 104.1 per   cent  

1/ Preliminary. 
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I. Developments i n  Demand and  Supply  Conditions 

1. Introduct ion 

According to   p re l iminary   es t imates  GNP at current   market   pr ices  
increased by 4.1 per   cen t   in  1971 (Table 1). This   ra te  of increase  was 
lower  than  the 6.4 per  cent  increase  achieved  in  1970,  and  the 6.4 pe r  
cent  growth  rate  attained  over  the  decade 1961-71. It was a lso  below t h e  
average  annual  rate of growth  of 6.5 per   cent   projected  under   the Second 
Malaysia  Plan (1971-75). The dece lera t ion  i n  economic activity i n  1971 
can  be  largely  a t t r ibuted t o  a decl ine  in   export   earnings  caused  par t ly  
by f a l l i n g  world  pr ices   for   Malaysia 's  two l ead ing   eqor t s ,   r ubbe r  and 
t i n ,  and t o  a s tagnat ion  in   pr ivate   investment .  Both cur ren t  and develop- 
ment expenditures by the  public  sector  recorded  large  increases,which 
p a r t l y   o f f s e t  t he  depressive  inf luences  of   the   export   and  pr ivate   invest-  
ment sec tors .   Rela t ive   p r ice   s tab i l i ty   cont inued   to   p reva i l   wi th  the new 
In te r im Retail Price  Index for West Malaysia  increasing  by 1.5 per   cent  
i n  1971. The current   out look  suggests   that   there  may be  an  improvement 
i n  Malaysia's economic performance i n  1972 s ince  rubber   pr ices  are un- 
l i k e l y   t o   d e c l i n e  by the  same magnitude a s   i n  1971 and p r i v a t e  lsvestnent 
and public  expenditures  are 'also  expected to rise. 

2 .  Developments i n  demand conditions 

The decl ine i n  export  earnings i n  1971 was coupled  with a lower r a t e  
of  increase  of 6.3 per  cent  in  aggregate  domestic  expenditures,  compared 
t o  an increase of  12.4 p e r   c e n t   i n  1970. Under the  impetus of t h e   i n -  
creasing  role   ass igned t o  the   publ ic   sec tor   under   the  Second  Malaysia 
Plan, expenditures by t h i s  sector   increased by 11.6 pe r   cen t   i n  1971, 
while  domestic  expenditures of t he   p r iva t e   s ec to r   i nc reased  by 4.5 per  
cent .  

In  197.1, t o t a l   expor t s   dec l ined  by 2.5 pe r   cen t   t o  M$5,526 mi l l ion ,  
and t h e i r   s h a r e   i n  GNP f e l l  from 48.5 per  cent i n  1970 t o  45.4 pe r   cen t   i n  
1971. The dec l ine   in   overa l l   expor t s  was largely  caused  by  lower  export 
earnings from  rubber  which  declined  by 15.3 pe r   cen t   t o  M$1,460 mill ion 
pr inc ipa l ly   as  a r e su l t   o f   f a l l i ng   rubbe r   p r i ces .  For 1971 as a whole, 
the  uni t   value of rubber   expor t s   fe l l  by 18 pe r   cen t   t o  M$l,O5 per  kg. 
Exports  of t i n  and t i n  concentrates  decreased by 10.6 p e r   c e n t   t o  
M$g05.8 mill ion,   largely  because of a 5 per   cent  f a l l  i n   t h e i r   u n i t   v a l u e .  
There was a l s o  a marginal   decl ine  in   exports   of   logs and wood products   in  
1971. However, strong  gains were recorded  in  palm o i l   e x p o r t s ,  which 
increased  by 44 pe r   cen t   t o  M$379 mi l l ion  and  petroleum  exports  which 
rose by 92 per   cen t   . t o  M$390.0 mil l ion .  

Total  consumption  expenditure  rose at a s lower   r a t e   i n  1971, increasing 
by 6.6 per  cent , compared t o  a r i s e   o f  8.3 per   cent   in   1970.   Pr ivate  con- 
sumption  increased a t  about  the same growth r a t e   o f  5.5 pe r   cen t   a s   i n  
1970. The ra te   o f   increase  of public  consumption,  however,  declined  from 
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18.4 p e r   c e n t   i n  1970 t o  10.5 p e r   c e n t   i n  1971. Th i s   pa r t ly  reflected 
smaller inc reases   i n   Fede ra l  Government expenditures  on  defense and 
i n t e rna l   s ecu r i ty .  With t h e  more rapid rate o f   i nc rease   i n  consumption 
expendi tures   re la t ive   to  GNP, the   r a t io   o f   g ros s   na t iona l   s av ings   t o  GNP 
decl ined from 18.8 p e r   c e n t   i n  1970 t o  17.1 p e r   c e n t   i n  1971. 

There was a s u b s t a n t i a l   t a p e r i n g   o f f   i n   t h e  rate of increase of 
cap i t a l   fo rma t ion   i n  1971. Gross  domestic  investment  rose  by 5.2 p e r  
c e n t   i n  1971, compared t o  an increase o f  38.5 p e r   c e n t   i n  1970. Follow- 
ing the except ional ly   large  increase of 40.1 per cen t ,   g ros s   p r iva t e  
investment i n  1970 d e c l i n e d   s l i g h t l y   i n  1971. Pr iva te   inves tment   in  
perennial.  crops f e l l  by 9.7 p e r   c e n t   i n  1971, while   there  was a decl ine 
in   the   l eve l   o f   inventor ies   (Table  2 ) .  Pr ivate   investment   in   bui ldings 
and  construction  and  in  machinery  and  equipment  continued t o   i n c r e a s e ,   b u t  
a t  a subs t an t i a l ly   l ower   r a t e   t han   i n  1970. Public  sector  development 
expenditures  rose by 14.8 p e r   c e n t   i n  1971, compared t o  an  increase of 
28.8 pe r   cen t   i n  1970. The deceleration  of  public  investment  mainly 
r e s u l t e d  from a smaller   increase  in   bui ldings  and  construct ion,   and a 
r e d u c t i o n   i n   t h e   r a t e  of inventory  stockpiling.  Public  investment  in 
machinery  and  equipment  expanded by 44.8 pe r   cen t   i n   1971 ;  t h i s  l a r g e  
inc rease   pa r t ly   r e f l ec t ed  t h e  d e s i r e  of  t h e  Government t o  increase i t s  
p a r t i c i p a t i o n   i n  commercial and indus t r ia l   ventures  as a means of pro- 
moting the  creat ion of a Malay i n d u s t r i a l  and  commercial community. 
Desp i t e   t he   l e s s   r ap id   i nc rease   i n  gross investment i n  1971, t h e   r a t i o  
of   gross   capi ta l   formation t o  GNP increased from  17.7  per  cent i n  1970 
t o  17.9 pe r   cen t   i n  1971, t h e   l a t t e r   b e i n g  the h ighes t   l eve l   a t t a ined  
over  the  post-war  period. 

Reflecting the slower rate of i n c r e a s e   i n  economic a c t i v i t y ,  
imports of goods  and services expanded by only 1.8 p e r   c e n t   t o  M$5,449 
m i l l i o n   i n  1971, compared t o  an increase  of 14.3 p e r   c e n t   i n  1970. I n  
real   terms,  the  expansion of imports was considerably less as p r i c e s  of 
impor ts ,   espec ia l ly   cap i ta l  goods  and f u e l ,  showed appreciable  increases 
i n  1971. 

3. Developments in   supply  condi t ions 

a. National economy 

Malaysia’s  population i s  estimated t o  have increased by 3 per cent  
i n   1 9 7 0 - 7 1 t o  a mid-year   f igure  in  1971 of 11.3 mill ion.  Given t h i s  
popula t ion   f igure ,   per   cap i ta  GNP i s  estimated  to  have  increased by 0.9 
per   cent   over   the  previous  year   to  M$1,075 ( ~ ~ $ 3 8 2  ) . In   the  decade ended 
1971, p e r   c a p i t a  GNP at cur ren t   p r ices   rose  by 38 per   cen t ;  a t  1965 
pr i ces ,   t he   i nc rease  was about 25 per   cen t .  The p e r   c a p i t a  GNP of 
Malaysia i s  one of   the   h ighes t   in  Asia and i s  only  surpassed by Japan, 
Hong Kong, Singapore  and  Brunei. 
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Table 2.- Nalaysia: Changes i n  Components of Gross 
Capital  Formation, 1967-71 

Percentage of 
Gross Capital 1 1  

Fornation Annual Percentage  Changes3 
1968  1971  1968  1969  1970  1971  1967-71 

Pr iva te  
Land 
Buildings  and  construc- 

Machinery  and  equipment 
Investment i n   p e r e n n i a l  

Change in   s tocks  

t i o n  

crops 

Subtotal  

Public 
Land 
Buildings  and  construc- 

Machinery  and  equipment 
Investment i n   pe renn ia l  

Change in   s tocks  

t i o n  

crops 

Subtotal  

To ta l   g ros s   cap i t a l  
formation 

0.4 

21.6 
22.5 

11.9 
5 *1 - 
61.4 

" 

30.2 
7.5 

" 

0.g 

38.6 

100.0 

0.3 " 

20.5 15.0 
28.7  7.5 

7.7 -22.1 
- 3.6 - 
60.8 -2.2 

26.3  -1.6 
11.4 -8.4 

" " 

39.2 3 -7 

100.0 - -  

" 

22.8 
71.0 

2.2 

-3.5 

" 

-4.1 
22.5 

" 

- 
-6.5 

-4.6 

40.1 

"_ 
17.5 
17.0 

" 

- 
28.8 

38.5 

-9.7 -7.0 
- - 
-0.3 7.2 

" " 

5.3 3.9 
44.8 17.4 

- - 
14.8  9.4 

5 - 2  8.0 

Source : Department of S t a t i s t i c s ,  Malaysia. 
Rates  of  changes  for  investment  in  inventories  have  not  been  calculated as 

information i s  not   ava i lab le  on s tock   leve ls  a t  the  beginning of every  cderidar  year. 

b .   I n d u s t r i a l   o r i a i n  of  moss  domestic  moduct 

Gross domestic  product a t  f a c t o r   c o s t  i s  e s t ima ted   t o  have  increased 
by 4.0 p e r   c e n t   i n  1971, following an increase of 5.8 per   cen t   i n  1970 
(Appendix  Table I). The f a l l i n g  demand f o r  some of Malaysia' s primary 
exports ,   pr incipal ly   rubber ,  was mainly  responsible  for  the  continued 
dec l ine   i n   t he   va lue  of   p roduct ion   or ig ina t ing   in   the   agr icu l tura l   sec tor  
i n  1971. Despi te   increases   in   the  product ion  of  most  major  crops, i n -  
c luding  rubber ,   agr icul tural  and l ivestock  product ion a t  f ac to r   cos t  a t  
c u r r e n t   p r i c e s   f e l l  by 2.4 per   cent ,  a r a t e  of decrease similar t o   t h a t  
experienced  in  1970. Fall ing  overseas  demand was also a rnajor f ac to r  
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con t r ibu t ing   t o   t he   s l i gh t   dec l ine   i n   t he   p roduc t ion   o f  logs and   fo re s t ry  
products   in  1971. Manufacturing was the   l ead ing   growth   sec tor   in  1971 and 
product ion   in   tha t   sec tor   increased  by 8.6 per  cent.   Other  sectors  which 
recorded  strong  production  gains  in 1971 were banking,  insurance  and real  
e s t a t e ,   f i s h e r i e s  and  public  administration. Over t h e  decade ended 1971, 
GDP or ig ina t ing  from the  manufacturing  sector  increased  from 8.6 per cent  
t o  13.9 per   cen t ;whi le   tha t   f rom  agr icu l ture ,   fores t ry   and   f i sher ies  
declined  from 38.0 p e r   c e n t   t o  30.7 per   cent .  

c.  Primary  products 

Malaysia i s  the   wor ld ' s   l a rges t   p roducer  f natural   rubber ,   and i t s  
product ion   in  1971 of  about 1.3 mill ion  tons, lT  const i tuted  about  45 p e r  
cent  of the world's   supply  of  natural   rubber.  There are about 4.8 mi l l i on  
acres  under  rubber which accounts  fox  about 61 per  cent  of  the  countr3; 's 
cu l t iva ted   l and .  About 29  per   cent   of   total   export   earnings are derived 
from  rubber,  while  approximately  19'per  cent of the  gross  domestic  pro- 
duct i s  generated by the  rubber industry.  

Af te r   v i r tua l   s tagnat ion   in   1970,  the output  of  rubber  increased by 
4.3 p e r   c e n t   i n  1971 (Table 3 and Appendix  Table 11) despi te   the   apprec iab le  
d e c l i n e   i n   a v e r a g e   r u b b e r   p r i c e s   t o   h i s t o r i c a l l y  low l e v e l s   i n  the 
g rea t e r   pa r t   o f  the year ,   and   the   f loods   in   ear ly  1971. The i n c r e a s e   i n  
product ion   la rge ly   resu l ted   f rom  h igher   y ie lds   in  t he  e s t a t e s   s e c t o r .  
Smallholders'  output  rose  by  only 2 .b p e r   c e n t   t o  599,000 tons: 
wh i l e   i n   t he   e s t a t e s   s ec to r  it increased  by 7 per   cen t  t o  657,000 
tons ,  with output  per  mature acre increasing by 6.6 per  cent.   Replanting 
with h igh-y ie ld ing   var ie t ies   o f   rubber   t rees   in   the  1960s has been  largely 
respons ib le   for   the   cons iderable   p roduct iv i ty   ga ins   in  the  estates sec to r .  
I n  1972,  the  expansion  in mature ac reage   r e su l t i ng   f roa   p l an t ings   i n  
1960s together with the   fu r the r   i nc reases   i n   ave rage   y i e lds   fo recas t  
from t h e   e s t a t e s   s e c t o r  are expected t o  raise natural   rubber   output  by 
about 5 t o  6 per   cent   to   approximately 1 .3  mil l ion t o n s .  

In   o rder   to   main ta in  the competi t ive  posi t ion of n a t u r a l  rubber, 
vigorous  effor ts   are   being  devoted  to   research  and its a p p l i c a t i o n   i n  
order  to  reduce  average  production  costs.  A f l a t - r a t e   r ep lan t ing   ce s s  
of 4.5 Malaysian  cents i s  l ev ied  on  every pound of rubber  exported  from 
Malaysia  and  the  proceeds  are  used f o r  rep lan t ing   es ta tes   and  small- 
holdings with new high-yielding  seedlings.  The annual   targets   under   the 
Second  Malaysia Plan f o r  replanting  smallholdings  with  high-yielding 
var ie t ies   a re   near ly   double  the rate achieved  in  1966-70;  by the end  of 
1975, it i s  expected that  90 per   cen t  of smallholdings will have been 
planted  with  high-yielding  seedlings.  It i s  est imated  that   h igh-yielding 
c lones   p roduce   th ree   to   four  times the amount of  rubber grown from 
unselected  seedlings.  

One of the most interesting  research  developments i s  the promising 
results  obtained  from the experimental  use of a chemcial stimulant ca l l ed  
"ethrel," the  trade name of a preparat ion of chloraethylphosphonic acid. 

Unless  otherwise  indicated,   the measurement r e fe r s   t o   l ong   t ons .  
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Table 3. Malaysia:  Percentage Changes i n  Output  of  Selected 
Agricultura1,Forestry and  Mineral  Products, 1967-71 

Annual Percentage  Chqges 
1967  1968  1969  1970 1971~ 1966-71’’ 

Agriculture and f o r e s t r y  
Rubber 
Milled r i c d  
Palm o i l  
Palm ke rne l  
Coconut o i l  5/ 
Copra 
Saw logs 
Sawn timber 

Minerals 
Tin-in-  concentrates 
I ron   ore  
Bauxite 
Crude o i l  

2.1 
-2.7 
19 .o 
15.2 

-&:2 
11.4 
20.9 

4.7 
-7.2 
-5 -8 
-5 .O 

11.7 
19.7 
25 -7 
23.2 
5.6 
6.7 
18.3 
17.0 

4.1 

-11.2 
-4.9 

363 4 

14.3 
11.5 
23.6 
25.1 
-8.0 
-7.6 
4.9 
2.1 

-3.9 
1.3 
34.4 
122.6 

0.1 4.3 
5 -7 4.8 
22.8 36.6 
17.9 36.4 
9.2 4.6 
8.7 14.0 
8.6 3.7 
11.4 4.3 

0.6 2.2 
-14.7 -78.8 

93.6 282.3 
6.2  -14.2 

6.4 
7.5 
25.4 
23.5 
2.7 
0.3 
9.2 
10.9 

1.5 
-12.9 
0.5 

132 .O 

Sources:  Department  of S ta t i s t ics ,   Malays ia ,  and  Department  of  Mines, 

I.J Preliminary  estimates. 
Malaysia. 

Basea on conversion rate of 65 per   cent  from  paddy t o   m i l l e d   r i c e .  
Coconut o i l  production  estimated  from  exports i n   t he   ca se   o f  East 

Malaysia. 

I t s  app l i ca t ion   t o   rubbe r   t r ee s   can   subs t an t i a l ly   i nc rease   y i e lds  from 
less productive trees and i n   c e r t a i n  cases annual  yields  have  doubled. 
Further   tes ts   involving  large  acreages  over  a longer  period of time are 
requi red   in   o rder   to   de te rmine  any de t r imenta l   s ide   e f fec ts  which may 
arise from i t s  prolonged  use  before it can be implemented on a nat ional  
s ca l e .  

In 1965, the  Standard  Malaysian Rubber Scheme (SIVIR) was introduced 
in   order   to   encourage  the  product ion  of   technical ly   specif ied  grades  of  
rubber more su i t ed   t o   t he   needs  of  consumers of Malaysian  natural   rubber.  
Production o f  SMR has increased  from 698 t o n s   i n  1965 t o  319,400 t o n s   i n  
1971. The output of SMR, mainly i n   t h e  form  of  heveacrumb  and comminuted 
rubber,   rose  by 43 per   cent  in 1971 and cons t i t u t ed  24 per cent of t o t a l  
rubber  production. To promote  smallholder  participation i n  t h e  SIm 
scheme, the  Malaysian Rubber  Development Corporation was e s t a b l i s h e d   i n  
August 1971 t o  deal with  the  processing  and  marketing  of  smallholders’ 
rubber  through a network of factor ies   throughout   the  country.   Six  factor ies  



have  already  been  established  and it i s  expected  that   another  25 fac- 
t o r i e s  will be in   opera t ion  by 1975. SMR i s  expected t o  account f o r  
about 50 per   cent   of   total   rubber   output   by 1975. 

Rice i s  Malaysia's  second  ranking  agricultural commodity i n  terms 
of land usage and labor  employed. In  1971, the  output   of  milled rice 
from t h e  1970/71 main season  harvest  and  the 1971 off  season  increased  by 
4.8 Fer   cen t   to   about  1.7 mil l ion  tons.  Most o f   t h i s   i n c r e a s e  resulted 
from  higher  paddy  yields  per  acre which rose  by  over 6 per  cent.   Higner 
y i e l d s  were p r inc ipa l ly  due to.an  increase  in  double  cropping.  Output 
from the  off-season  crop  increased by  22.5  per   cent   to  303,800 tons,  
most ly   f rom  an  extension  of   i r r igat ion  faci l i t ies .  

Domestic rice  production  provides  about 83 per  cent  of  Malaysia 's  
r ice   requi rements . '   Off ic ia l   po l icy  i s  t o  achieve  not more than 90 pe r  
cent   sel f -suff ic iency  and  to   avoid  accumulat ing  wasteful   surpluses  which 
would b e   d i f f i c u l t   t o   d i s p o s e   o f   i n  the world m d e t   s i n c e  Malaysia i s  a 
relat ively  high  cost   producer   of  paddy . . .  The emphasis t h e r e f o r e  i s  now 
sh i f ted   to   enharx ing   the  incomes of   ex is t ing  paddy farrners through  pro- 
grvns t o   i n c r e a s e   y i e l d s   p e r   a c r e .   I r r i g a t i o n  and  drainage f ac i l i t i e s  
are   being expanded in   cer ta in   des igna ted  rice bowl areas, unde r   o f f i c i a l  
development  schemes,  while  farmers  outside  these areas are   be ing   d i s -  
couraged  from  growing  paddy. Under the  Guaranteed Minimum Pr i ce  Scheme, 
r i c e  farmers are  guaranteed a minimum p r i c e   f o r  paddy a t  t h e  farm l e v e l ,  
which i s  cu r ren t ly  ~$16 p e r   p i c u l  of paddy; t h i s   p r i c e  i s  reviewed annually. 
In   recent   years ,   processing,  warehouse  and  marketing f a c i l i t i e s  have 
lagged  behind  the  rapid  growth  of paddy production.  In  September 1971, 
a single   integrated  agency,   the   Rat ional   Padi  and Rice Authority,  was 
es t ab l i shed   t o   s t r eaml ine  the processing  and  marketing  functions  and  to 
coordinate  the  storing,  milling  and  marketing  of  rice. 

O i l  palm is Malaysia's  second most important  plantation  crop. It i s  
t h e  main c rop   i n   t he   ag r i cu l tu ra l   d ive r s i f i ca t ion  program  and  has  recorded 
very  impressive  production  gains  in  recent  years.  In  the  three  years 
s ince 1968, the  output  of oil palm  has more than  doubled  and i n  1971, 
production  increased  by 37 p e r   c e n t   t o  579,300 tons.  Palm kernel   pro-  
duct ion  a lso rose by 36 p e r   c e n t   t o  116,900 tons.  Malaysia i s  now t h e  
wor ld ' s   l a rges t  palm o i l  producer  and i s  expected t o   i n c r e a s e  i t s  share 
in   t he   wor ld ' s   ou tpu t   t o   abou t  50 per   cent  by 1975. The t o t a l  area under 
palm o i l   i n c r e a s e d  by 22 p e r   c e n t   i n  1971. Apart  from  the  conversion  of 
rubber  growing  areas t o   o i l  palm, t h e   s u b s t a n t i a l   i n c r e a s e   i n   t h e  area 
planted  under o i l  palm  has   resul ted  f rom  the  cul t ivat ion of new areas 
u n d e r   o f f i c i a l  land development  schemes, e spec ia l ly  schemes ca r r i ed   ou t  
by  the  Federal  Land Development Authority (FLDA) f o r   t h e   b e n e f i t   o f  
smallholders. Between 1970 and 1971, the  proportion  of  smallholding 
acreage t o   t o t a l   a c r e a g e  rose from 39 p e r   c e n t   t o  43 per  cent.   Favorable 
world  prices  together with t h e   i n c r e a s e d   l o c a l   i n d u s t r i a l   u s e   o f   o i l  palm, 
i n   t h e  form  of  margarine,   edible  oils  m d  soap,   have  re inforced  off ic ia l  
e f f o r t s   t o  promote o i l  palm  productior,.  In 1972, t he   r a t e   o f   i nc rease  
i n   t h e   o u t p u t   o f   o i l  palm is expected t o  t a p e r   o f f   s i n c e   t h e   u n s u i t a b i l i t y  
of   the soil i n   c e r t a i n  areas places  a limit on conversion  from rubber t o  
o i l  palm  production. 
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Although it s t i l l  ranks fou r th  among t h e   a g r i c u l t u r a l   i n d u s t r i e s ,  
the  production  of  coconut  products  has  not  increased  significantly  over 
t h e  l a s t  decade. The output  of  copra  increased a t  an  average ra te  of 
0.3 per  cent  from 1961; t o  1971. Although West Malaysian e s t a t e   p ro -  
duction  of  copra  declined  in 1971, p a r t i a l   d a t a   i n d i c a t e  an  appreciable 
increase. in   the  product ion  of   copra from smallholders   in  West and East 
Malaysia. The output  of  coconut o i l  reached a peak  of 100,000 long  tons 
i n  1962,-   decl ined  to  67,000 t o n s   i n  1964 and  recovered t o  only 79,600 
t o n s   i n  1971. Over 80 per  cent  of  the  coconut palms are under small- 
holdings,  and  have  passed  their  peak  productivity. 

Minor crops showed a mixed p a t t e r n   i n  1971. The output  of maize 
and S Z : ~ O  iiecli!!.ed, the  production of pineapples  stagnated  hut con-'. 
s iderable   ga ins  were recorded  in  sugarcane,  tapioca,  cocoa, tea  and 
pepper.   Preliminary  research  carried  out by the  Malaysian  Agricultural. 
Research  and  Development I n s t i t u t e  (MARDI) has  indicated  that   considerable  
scope  exists  for  expanding  the  production of tapioca,  cocoa  and  sugar- 
cane. 

I n   t h e   f i s h e r i e s   s e c t o r ,   t o t a l  marir,e f i sh   l and ings  are es t imated   to  
have r i s e n  by  over 7 per   cen t   to   about  360,000 t o n s   i n  1971. This  increase 
was l a r g e l y  due t o   t r a w l e r   f i s h i n g ,  which  brought i n  107,800 tons  of f i s h  
i n  1971, compared with 84,700 t o n s   i n  1970. The introduct ion  of  trawler 
f i sh ing   has   resu l ted   in   subs tan t ia l   increases   in   the   l andings   o f   mar ine  
prawn  which i n   t u r n   h a s   l e d   t o   t h e  development  of  an  export-oriented 
c h i l l e d  and frozen prawns indus t ry ;   i n  1971, such  exports  increased by 
about 64 p e r   c e n t   t o  M$57 mil l ion.  

The fores t ry   indus t ry  i s  t h e   t h i r d   l a r g e s t   f o r e i g n  exchange  earner, 
and  accounted f o r  about 16 per   cent  of total .   export   earnings  in 1971. The 
output  of  logs  and wood products  experienced a slowdown i n  1971 as a 
result of  f loods  in  the  early  part   of  the  year  and  because  of  slackening 
overseas demand, p a r t i c u l a r l y  from  Japan, i n   t h e   l a t t e r   p a r t   o f  1971. In 
1971, saw log  production  increased  by 3.7 p e r   c e n t   t o  10,547,000 tons  , 
while sapm timber output,  amounting t o  1,946,800  tons, was 4.3 per   cent  
higher .   These  increases   are   in   sharp  contrast  t o  growth rates of 8.6 
per   cen t   for  saw logs and 11.4 pe r   cen t   fo r  sawn tiEber achieved  in 1970. 
The output of fo re s t ry   p roduc t s   i n  East Malaysia was more adversely 
a f f ec t ed  by the  recession  in   the  t imber   export   t rade;   product ion of saw 
logs  declined  by  2.5  per  cent  to  5,468,000  tons  and  the  output of sawn 
timber f e l l  by 10.1 per   cen t   to   207 ,100   tons .   In   o rder   to   reduce   the  
dependence on the  overseas  demand f o r  logs  and  increase  the  value added 
i n  exports of timber and wood p r o d u c t s ,   c f f i c i a l   e f f o r t s  are centered on 
encouraging  the  processing  of  logs  into  semifinished  and  f inished  pro- 
ducts.  On January 6, 1972, the  export   duty on saw logs from West Malaysia 
was r a i s e d  from 10 p e r   c e n t   t o  15  per   cent  so as t o  encourage  fur ther  
local  processing  of  timber. 

The mining sector   recorded an overall   output  growth  of 3.9 per   cent  
i n  1971, p r i n c i p a l l y  as a-result of a modest increase   in   the   p roduct ion  
of  t in-in-concentrates and a very   l a rge   expans ion   in   c rude   o i l   ou tput .  
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Production  of  tin-in-concentrates  increased  by 2.2 p e r   c e n t   t o  75,400 
metric  tons  despite  unfavorable  overseas  market  conditions and f a l l i n g  
productivity  from  lover  grades  of  ore-bearing  land.  This  increase was 
ma in ly   a t t r i bu tab le   t o  an expansion of mining  capacity  and  by  the  end of 
1971, two addi t ional   dredges were in   ope ra t ion   b r ing ing   t he   t o t a l  number 
t o  63. The value of t i n  output,based on t h e  average Penang p r i c e ,  
decreased  by 3 .O p e r   c e n t   t o  M$784.4 m i l l i o n   i n  1971. Miners are being 
compelled t o  work  on progressively  lower  grades  of  ore-bearing  land 
where h ighe r   ope ra t ing   cos t s   o f f se t   t o  a la rge   ex ten t   increases   in   p ro-  
d u c i t i v i t y   a r i s i n g  from the  use  of more modern c a p i t a l  equipment. The 
search   for  new t i n   r e s e r v e s  i s  now s h i f t i n g   t o   t h e   c o n t i n e n t a l   s h e l f  
o f f   t h e  west coast   of West Malaysia. 

Since  production  from  offshore  f ields  began  in 1968, petroleum  pro- 
duction has been   t he   f a s t e s t  growing sector   of   the   mining  industry.  The 
output of crude o i l  more than  doubled i n  1963, increased  by 94 per   cen t  
i n  1970, and rose by 282 p e r   c e n t   t o  25.1 m i l l i o n   b a r r e l s   i n  1971. The 
h igher   ou tput   in  1971 was derived  from  the Baram and West Lutong f i e l d s  
of f   the   coas t  of Sarawak. O i l  from  such fields i s  of a low  sulphur  con- 
ten t   and  i s  i n  high demand from  Japan.  Crude o i l  output i s  p r o j e c t e d   t o  
r ise by  about 30 per   cen t   in  1972. Par t   o f   th i s   increase  i s  expected t o  
be  derived  from a new f i e ld  of f   the   coas t   o f  Sarawak. A t  p resent ,   there  
a re   n ine  companies  involved in   o i l   explora t ion   th roughout   Malays ia ,  
mos t ly   o f f   the   coas t  of East Malaysia. One of t h e s e  companies, which has 
discovered  natural   gas some 90 miles offshore  from  Sarawak,  intends t o  
i n v e s t i g a t e   t h e   f e a s i b i l i t y   o f   s e t t i n g  up a p l an t   t o   p roduce   l i que f i ed  
n a t u r a l  gas for   expor t .  

The year  1971 witnessed a d ra s t i c   dec l ine   o f  79 p e r   c e n t   t o  935,000 
t o n s   i n  the output  of  iron  ore.  This r e su l t ed  from the c l o s u r e   i n  late 
1970  of  Malaysia’s two la rges t   i ron   o re   mines ,  which  accounted for   about  
83 per   cen t   o f   to ta l   p roduct ion .  The production  of bauxite decreased by 
1 4  pe r   cen t   t o  962,500  tons,  due  largely t o  the suspension  of  operations 
a t  t h e   l a r g e s t  mine i n  August  and  September 1971 fol lowing  technical  
d i f f i c u l t i e s   i n   t h e   t r e a t m e n t   p l a n t  a t  tha t  mine. 

d. Manufacturing  Droduction 

Manufacturing  production,  in terms of  value added a t  cur ren t   p r ices ,  
has grown a t  an  annual  average  of  about 12  per  cent  from 1967 t o  1971. 
The value  added i n  manufacturing i s  estimated  to  have grown by  about 9 
p e r   c e n t   i n  1971, a rate  of  expansion  about  double that o f   t he   ove ra l l  
economy. The Department of Stat is t ics  now compiles  an  Industrial  Pro- 
duction  Index for  West Malaysia (1968 = loo), which covers  mining, 
manufactur ing  and  e lectr ic i ty .  The subindex  of  manufacturing  covers a 
t o t a l   o f  142 establ ishments   c lass i f ied  under  1 5  major  groups  and 55 
i n d u s t r i e s ,  which together   account   for  76 per   cen t   o f   to ta l   va lue  added 
and 75 per   cen t  of t o t a l   g r o s s   s a l e s   i n  1968. The index shows t h a t  
f o r   t h e  f i r s t  t e n  months of 1971, t o t a l  manufacturing  output was 6.2 p e r  
cent   higher   than  in   the  corresponding  per iod  of  1970. However, it i s  
l i k e l y   t h a t  the index   s l igh t ly   unders ta tes   g rowth   in  the  manufacturing 
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sector  because of a time lag between ac tua l   opera t ions   o f  new p l a n t s  
and t h e i r   i n c l u s i o n   i n   t h e   i n d e x  and  because  the  weighting  pattern 
based  on  value  added i n  1968 does  not  adequately  reflect   changes  in  the 
importance of new and more dynamic indus t r i e s .  

According to   the  index  of   manufactur ing  product ion  for   the f i r s t  
t e n  months of 1971, strong  gains were  recorded in   t he   ou tpu t  of  t e x t i l e s ,  
processed  agricultural   commodities,   basic metals and metal products,  
e l e c t r i c a l  and  household  appliances,  paper  products, wood products  and 
t r anspor t  equipment (see Appendix  Table 111). There  were  modest i n -  
creases   in   the  output   of   chemicals  and  chemical  products,  while 
beverages  and  petroleum  products showed s l igh t   dec l ines ,  and the  output  
of--processed  foods  and  rubber  products.stagnated.  Although consumer 
products s t i l l  cons t i t u t e  a major  proportion  of  the  manufacturing  out- 
pu t ;   t he re   hasbeen  a gradual  shift   toward  the  production  of  intermediate 
products  and  commodities  based on loca l   mater ia l s .  Most prominent among 
t h e s e   a r e   t h e  wood-based indus t r i e s ,   t he   bas i c   me ta l   i ndus t r i e s ,  and t h e  
indus t r i e s   r e l a t ed   t o   cons t ruc t ion .  However, manufacturing  industry i s  
s t i l l  heavily  dependent on imports.of raw materials and c a p i t a l  goods. 
The Government i s ,  therefore ,   encouraging  the  set t ing up of  agro-based 
i n d u s t r i e s  which use   l oca l  raw mater ia ls .  

For over a decade,  the Government has   s teadi ly   promoted  industr ia l  
development  through a v a r i e t y  of  measurs  such as provision of t and 
o the r   f i nanc ia l   i ncen t ives   t o   t he   so -ca l l ed  "pioneer'l  industriesy, 
es tabl ishment   of   industr ia l   es ta tes ,   expansion  of   vocat ional   t ra ining,  
s e t t i n g  up o f   spec ia l   i n s t i t u t ions   l i ke   t he   Ma lays i an   Indus t r i a l  Develop- 
ment Finance  Berhad (MIDF) to   p rov ide   i ndus t r i a l   f i nance ,  tariff pro- 
tect ion  and/or   import   quotas   to   several   deserving  nascent   industr ies ,  etc . 
These measures, however,  have met with  limited  success.  Consequently, 
when t h e  unemployment problem came t o   t h e   f o r e f r o n t   i n   t h e  wake o f  t h e  
May 1969 disturbances,   the  Government adopted a "New Economic Policy" 
aimed, among other   things,  at a much more aggressive  promotion of i n -  
d u s t r i a l  development.  This  objective i s  essent ia l ly   being  sought   not  
through any t o t a l l y  new measures,  but  rather  through a more concerted 
and  coordinated  pursuit  of measures  already  init iated.  To perform t h i s  
task e f f i c i e n t l y ,  a high  level  Capital  Investment  Council ( C I C )  was Set 

L/ Companies which intend  to   produce goods t h a t   a r e   n o t   i n   s u f f i c i e n t  
supply t o  meet Kalaysia 's   requirements  or whose establishment i s  considered 
v i t a l   t o   t h e   n a t i o n a l   i n t e r e s t  can  apply  for   pioneer   s ta tus .  Companies 
which intend  to   manufacture   their   products   solely for export  can also 
apply.  Depending on t h e   s i z e  of the i r   cap i ta l   inves tment   p ioneer   in -  
d u s t r i e s  me exempted  from income t a x  up t o   f i v e   y e a r s  from the  day  they 
start cot1r:;rcial production. The t ax   r e l i e f   pe r iod  i s  two years for 
f ixed  cz::Ltal investment  of less than M$250,000; th ree   years  f o r  f ixed  
capital  ; .mestment  exceeding M$25O,OOO but   l ess   than  M$'jOO,OOO; four  
years f'>:t5*, f ixed  capi ta l   investment  of more than M$5OO,OOO b u t   l e s s  t h a n  
M$1 mi! 2sn;  and f ive  years   for   f ixed  capi ta l   investment   exceeding 
M$1 miii ion.  
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up  under  the  chairmanship  of  the  Finance  Minister.  The 
executive  agency  for  the  implementation  of  the  policies 
the  CIC  is  the  Federal  Industrial  Development  Authority 

principal 
laid  down  by 
(FIDA) , estab- 

lished  several  years  earlier.  The  FIDA  also  acts  as  the  center  for 
-coordinating  all  industrial  development  in  Malaysia  and  as  the  main 
contact  for  potential  investors'and  industrialists. 

In  order  to  stimulate  the  growth  of  employment  in  the  manufacturing 
sector,  the  Government  introduced  a  labor  utilization  tax  reli-ef  in- . 
centive  in  January 1972. Under  this  incective,  companies  employing 
between 51 to 100 employees  would  be  eligible  for  two  years'tax  exemption; 
101 to 200 employees,  %hree  years'  exemption; 201 to 350 employees,  four 
years;  and 351 employees  and  above,  five  years.  At  the  same  time,  the 
electronics  industry,  which  is  highly  labor-intensive  and  export-oriented, 
was  declared  a  priority  industry  and  special  incentives  were  provided to 
promote  its  growth.  Special  tax  relief  for  the  electronics  industry 
ranges  between  four  and  seven  years,  ar,d  can  be  increased  to  a maximm. 
of ten  years  if  other  conditions  relating to local  content,  location  in 
a  designated  development  area  and  priority  products  are  .satisfied,  and 
if  approval  is  granted  before  January 31, 1973. In 1971, 306 companies 
were  given  approval  to  commence  manufacturing  operations,  involving  a 
total  proposed  paid-up cqital of M$563.4  million,  and  employment 
potential  of 48,700 persons,  as  compared  with 336 companies  in 1970, 
involving  a  total  proposed  paid-up  capital  of  M$477.1  million  and  employ- 
ment  potential  of 50,000 persons. 

e. .Construction  and  services 

Value  added  in  the  construction  industry  at  factor  cost  is  esti- 
mated  to  have  increased  by  about 3 per  cent  in 1971, a  considerably 
slower  rate  than  that  achieved  in 1970. The  slowdotm  was  largely 
ascribed  to  a  stagnation  in  private  capital  formation,  following  a 17 per 
cent  increase  in  construction  in 1970. With  the  number o f  licensed 
housing  developers  increasing  by 51 to 271 in 1971 and  a  recent  rise  in 
loans  for  housing  and  other  construction,  it  is  likely  that  there  will 
be  an  improvement  in  the  performance of the  construction  industry  in 1972. 
Preliminary  estimates  indicate  that  value  added  in  the  services  sector 
at  factor  cost,  which  includes  public  utilities,  rose  by 6.2 per  cent  in 
1971, compared  to  an  increase  of 7.3 per  cent  in 1970. About 46 per  cent 
of  Malaysia's  gross  domestic  product  originated  in  the  services  sector 
in 1971. Services  provided  by  the  utilities  sector  expanded  rapidly. 
The  number  of  telephones  installed  in  West  Malaysia  increased  by 14 per 
cent  to 164,000. Electricity  consumption  increased  by 6.5 per  cent to 
3,092 million  kilowatt  hours,  with  consumption  for  industrial  and  com- 
mercial  uses  (excluding  mining)  rising  by 12.6 per  cent in 1971. Output 
in  the  transportation  and  communications  is  estimated  to  have  increased 

rail  and  total  cargo  loaded  at  West  Malaysian  ports  declined  in 1971. 
However,  both  freight  and  passengers  carried  by  aircraft  recorded  large 
gains  in 1971. 

.. at  a  similar  rate  to  that  of  the  economy.  Total  tonnage  carried  by 
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11. Prices ,  Wages and  bployment 

1. Pr ices  

Consumer p r i ces ,  as indicated  by  the new Inter im  Retai l   Pr ice   Index 
(1967 = 100) , increased on average  by 1.5 per  cent i n  1971. (Table 4 and 
Appendix  Table IV). In   t he  =-month per iod t o  end-December 1971, the 
index  increased  by  2.4  per  cent;  the  components  recording  the  largest 
r i s e s  were  food  (4.0  per  cent)  and  fuel and power (5.0 per  cent).  Durlng 
the  course of  1971, pr ice   increases  were g rea t e s t   i n   J anua ry  (1.1 per 
cent)  when f loods  disrupted  suppl ies   and  in   the  las t   quar ter  (1.9 per 
cent)  when the   e f f ec t s  o f  h igher   f re ight   ra tes   in f la t ionary   t endencies  
in   supp l i e r   coun t r i e s  began t o  permeate into  the  domestic economy. I n  
the f irst  two months of 1972, the   Inter im  Retk.1  Pr ice   1ndex.recained 
s t ab le ,   l a rge ly  as a r e s u l t  o f  a dec l ine   in   the   food  component and  the 
dampening inf luence  of   fa l l ing  export   pr ices .  

The Malaysian  Department of S t a t i s t i c s g   r e c e n t l y  ur?dertook Q study 
i n  which they  found  that  consumer prices  in  Malaysia  had  increased at a 
considerably  lower  ra te   than  in  most other   countr ies .  The In te r im  Reta i l  
Price Index  for West Malaysia  rose at an  average  annual rate of 1.3 per 
cent  over  the  period 1963-71, while consumer p r i ce   i nd ices   i n   t he   fo l lowing  
countr ies  over the  same period  increased a t  the  following rates: Aus t r a l i a  
(3I3 per  cent) ,   France (4.0 per   cen t ) ,  Germany (2.9  per  cent) ,   Japan  (5.7 
per  cent) ,   United Kingdom (4.9 per   cent) ,   Uni ted  States  (3.5 per   cen t ) ,  
Thailand  (2.1  per  cent)  and  Singapore(l.3  per  cent). The except ional ly  
high  degree of -domestic p r i c e   s t a b i l i t y   i n  \.Jest Malaysia shown by t h i s  
i n t e rna t iona l  comparison i s  i n   p a r t   s t a t i s t i c a l   i n s o f a r   a s   t h e  new Inter im 
Re ta i l   P r i ce  Index,  although  an improvement  on the o ld  Retail Price Index 
fo r  West Malqsia, does not  adequately  reflect   prevail ing  consumption 
pa t te rns .  The weights i n  the new Inter im  Retai l   Pr ice   Index  are   based on 
consumption p a t t e r n s   i n  1967, a year i n  which the  proport ion of p r i v a t e  
consumption  expenditure  allocated t o  food was unusually  high.  This 
proport ion  increased from 45.5 pe r   cen t   i n  1963 t o  46.0 p e r   c e n t   i n  1967 
and  then  declined t o  an estimated 41.5 per  cent i n  1971. But even allow- 
ing   for   the   l imi ta t ions  of the  new . Inter im  Retai l   Pr ice   Index,   the   degree 
of p r i c e   s t a b i l i t y   a c h i e v e d   i n  West Malaysia  over  the yast decade  could 
be regarded  as   remarkable .   This   pr ice   s tabi l i ty  i s  p a r t l y   a t t r i b u t a b l e  to 
the  openness  of  the  Malaysian economy, which  has  consequently  enabled 
Malaysia t o  f reely  import  goods t o  overcome domestic  supply  bottlenecks 
and t o  f r e e l y   s h i f t  them fram high   cos t   t o  low cos t   suppl ie rs .   In  more 
recent   years ,  however, the  composition of Malaysia 's   imports  has  shifted 
toward c a p i t a l  and  intermediate  goods  (see pp. 46-47 ), t he   p r i ces  o f  
which  have general ly   increased at a faster rate   than  other   import  ccImponents. 

Rela t ive   p r ice   s tab i l i ty   has   been   he lped  by the  maintenance of wages 
within  the limits imposed  by gains  i n  labor  productivity,   and th i s  s t a b i l i t y  
in   t he   cos t  of  l iving  has  i n  tu rn   cont r ibu ted  t o  the  maintenance o f  good 
i n d u s t r i a l   r e l a t i o n s  between  labor  and management i n  Malaysia. Over t h e  
per iod 1965-70, labor   p roduct iv i ty  as measured  by  gross  national  product 

L/ R. Chander, P r i ce   S t ab i l i t y   i n   Ma lays i a ,  1972. 
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Table  Malaysia:  Retail Consumer Price  Indices  
i n  West Malaysia, 1960-72 

R e t a i l  Consumer Price  Index  IntcriG Retail Coosuxr Price  Index 
f o r  West Malaysia f o r  West Malaysia 

* Percentage change Percentage  change 
( 1959 = 100) (1967 = 100) 

Monthly over  previous Monthly over previous 
Averwe . year '  s average Aver age year 's   aver=e 

1960 . 99.8 -0.2 

1961  99.6 -0.2 

1962 . 99.7 0.1 

1963  102.8 3.1 95.2 

1964  102.4 -0.4 95.2 

1965 102.3 -0.1 95.9 

1966  103.7 1.4 97.0 

1967  108.0 4.1 100.0 

1968  108.2 0.2 101.3 

1969  107.1 -1.0 101.8 

1970 108.6 1.4 104.0 

1971 110.2 1.5 105 5 

0.7 

1.1 

0.5 

2.2 

1.4 

Sources: Department of S t a t i s t i c s ,  Malaysia, Monthly S t a t i s t i c a l   B u l l e t i n  
of West Malaysia (var ious  issues) .  
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per   person employed  rose at the average annual rate of 3.6 per   cen t ,  while 
estimates from p a r t i a l   d a t a   i n d i c a t e   t h a t  money  wages increased  on  average 
at a rate of less than 3 per   cent   per  annum over  the same period. A t  the  
same time, the  exis tence  of   prolonged  pr ice   s tabi l i ty   has   enabled  savers  
and i n v e s t o r s   t o   e a r n  a p o s i t i v e  real r a t e   o f   r e tu rn  on the i r  investments 
and  has  also  created a favorable  climate  for  saving  in  monetary  forms. 

2. Wages - 
Comprehensive data on wages i n  Malaysia are not available. The l e v e l  

and t r e n d s   i n  wages for  different  occupational  groups  have t o  be 
assessed from a v a r i e t y  of  sources  such as co l l ec t ive  wage agreements, 
Indus t r ia l   Cour t  awards, and ad hoc   s tud ies .   In   recent   years ,   in i t ia l  
wages o f   c l e r i c a l  and  other low grade white c01l.w  workers have declined 
due t o   h i g h  unemployment and  increases   in   the number of  school  graduates. 
On the o the r  hand, salaries f o r  high  grade  technical and managerial 
personnel have tended  to r ise  with the demand f o r   t h e i r   s e r v i c e s .  It was 
estimated that the average i n c r e a s e   i n  wage  rates i n  1970 was about 3 per  
cent with most increases   fa l l ing   wi th in  the range of 2.5 p e r   c e n t   t o  5.0 
per   cen t .   In  March 1972, a c o l l e c t i v e  agreement was concluded  between the 
Malaysia  Agricultural   Producers and the National Union of P l an ta t ion  
Workers. This  agreement,  covering  approximately 180,000 estate workers, 
will guarantee a d a i l y   b a s i c  wage of 14$3.10 when rubber   pr ices  are equal 
t o  or below M$0.40 c t s   p e r  pound,  and increase   to  M$3.20 per  day when 
p r i ces   ro se  above M$0.40 c t s   p e r  pound. In 1971, the Government accepted 
the  recomendations  of the Royal Commission  on the Teaching Service, under 
which 68,600 teachers i n  West Malaysia became e l i g i b l e   f o r  new salaries 
with arrears backdated  to  January 1, 1970. The Government has also imple- 
mented some of the recomendations  of the Royal Commission on S a l a r i e s  and 
Conditions  of  Service  (Suffian  Report)   affecting 233,000  government 
employees. A Royal Commission ( the  Harun  Commission) i s  currently  review- 
ing the s a l a r i e s  of employees i n   s t a t u t o r y   a u t h o r i t i e s .   I n d u s t r i a l  
re la t ions   dur ing  1971 were general ly  well maintained. There were 45 s t r i k e s ,  
mainly i n  the e s t a t e s   s ec to r ,  with an estimated 20,265 man days being l o s t .  

On October 1, 1971, a new s o c i a l   s e c u r i t y  scheme was launched; t h i s  
covers employment injury  insurance and  an inval id   pension scheme. So far, 
only the bploynent   Injury  Insurance Scheme has been  implemented  on a 
"p i lo t "  scheme b a s i s   i n  the urban  centers  of  Johore Bahru,  Kuala Lumpur 
and Petal ing Jaya, while r e g i s t r a t i o n s   a r e   i n   p r o g r e s s   i n   o t h e r   u r b a n  
centers.  Under t h e s e   p i l o t  schemes, o n l y  employees earning up t o  M$500 per  
month and  those  employers  engaging a t  l e a s t   f i v e  trorlrers are covered. The 
social   insurance scheme provides a wide range of bene f i t s  which  include 
inval idi ty   pension,  a disablement  pension  amounting to  approximately 60 
per   cent  of wages, dependents   benefi ts   in   the  event   of  death of the 
injured  person,  funeral   grants,   and  comprehensive  medical  benefits .  O n l y  
the employer  would  be l iable t o   c o n t r i b u t e   t o  the Ehployment In ju ry  Scheme 
at the rate of  about 1.2 per  cent  of the employee's wage per month. For 
the Inval idi ty   Pension Scheme, both the employer  and  employee  would  each 
have to   cont r ibu te   an  amount equal   to   about  one ha l f  of one per  cent  of 
the employee's  monthly wage. 



- 15 - 

3. Ehployment 

I n  October 1971, the Department  of S ta t i s t ics   conducted  a labor   force 
sample survey i n  West Nalaysia. Based  on preliminary  data,   the unemploy- 
ment rate of  those  actively  seeking work w a s  estimated at 7.8 per   cen t  of 
t he   t o t a l   l abo r   fo rce .   (Tab le  5).  Tota l  unemployment, including unemployed 
persons  not  actively  seeking employment, vas estimated at 9.7 per  cent.  
For the whole of Malaysia, these figures would be somewhat lower,  since 
East Malaysia  tends t o  be a labor  shortage area. There are indica t ions  
t h a t  the rise i n   t h e  rate of unemployment, exper ienced   in  the la te  1 9 6 0 ~ ~  
has  been somewhat .checked  over the l a s t  two years.  The avWage  monthly 
number of   regis tered unemployed at the  labor  exchanges  declined from 
170,134 i n  1970 t o  158,228 i n  1971. W i n g  1971, there appears   to  have 
been  an improvement i n  tine urban employment s i t u a t i o n   r e l a t i v e   t o   t h a t  
p r e v a i l i n g   i n  rural areas and  about 40 per  cent  of  placements  effected 
through  the  labor  exchanges i n  1971 were in   the  manufactur ing  sector .  
Largely  ref lect ing the strong  growth of manufacturing act ivi t ies  i n   t h e  
c i t i e s ,   t o t a l   u r b a n  unenqloyment i s  e s t ima ted   t o  have  dropped from i t s  peak 
of 12.7 per   cen t   i n  1969 t o  11.8 per   cen t   i n  1971. I n  the rural areas of 
West Malaysia, ,unemployment i s  est imated  to   have  increased from 8 per  cent 
i n   t he   expor t  boom year  of 1969 t o  about 8.5 p e r   c e n t   i n  1971. Ehployment 
on rubber   es ta tes  is estimated t o  have f a l l en   by  1.6 p e r   c e n t   i n  1971, 
mainly because of considerable   product ivi ty   gains   par t ly   brought   about   by 
improved, bu t  less labor-intensive  tapping  techniques. The i n c r e a s e   i n  
employment  on o i l  palm estates, where acreage has expanded  considerably 
partly  under  the  impetus of of f ic ia l   l and   deve lopaent  schemes, has not  
compensated f o r   t h e   d e c l i n e   i n  employment on rubber estates s ince the o i l  
palm industry i s  less   l abor - in tens ive .  Ehployment i n  the mining  sector 
f e l l  by 5 per   cen t   i n  1971, l a rge ly  as a result of the closure  of two i r o n  
ore  mines, while the   recess ion   in   the   t imber   expor t   t rade  adversely affected 
employment in   East   Idalaysia .  

Severa l   s ign i f icant   charac te r i s t ics   a re   d i scern ib le   wi th   respec t   to  
unemployment i n  Malaysia. F i r s t l y ,  i t  i s  concentrated among persons of 
younger  age  groups. The October 1971 labor   force  survey  indicated that 
48.7 per  cent  of unemployed persons  actively  seeking work were i n  the 15-19 
years age  group, while a fu r the r  34.6 per  cent  of the unemployed were i n   t h e  
20-29 years age group.  Secondly, more than 91 per   cent  of the unemployed 
as  revealed  by  the  1967/68  labor  force  survey had a primary  and/or  higher 
educational  background.  Thirdly, the young and  educated unemployed are more 
heavily  concentrated  in  urban  areas;  urban  unenployed i n  West Malaysia i n  
1971 are e s t ima ted   t o  amount t o  11.8 per  cent of  the  labor   force,   whi le  
the rur-al uriemployed amounted t o  8.5 per  cent. 

The Government's employment strategy  places  emphasis on both  promoting 
the  growth  of employment and  correcting  imbalances  in  the employment pa t te rn .  
Under the Second Malaysia Plan,   del iberate  effor ts  are  being made t o  accel- 
erate job   oppor tuni t ies   in   the   Wricu l tura l   sec tor   th rough  land   se t t lement  
schemes.  Overtime has b e e n   r e s t r i c t e d  t o  32 hours  per  worker  per month. 
To encourage the use  of  labor-intensive  techniques,  the pay ro l l  tax was 
abolished  and the l a b o r   u t i l i z a t i o n  tax re l i e f   i ncen t ive   i n t roduced   i n  
January  1972. The "New Economic Policy' '   emphasizes  restructuring  of the 
racial   composi t ion of the work force  in   Malaysia .  Toward th i s  end, the 
Ministry  of Labor  and Manpower has  announced that the work f o r c e   i n  firms 
should   re f lec t  the racial   composi t ion of the country a t  all levels of  employ- 
ment,  and t h a t  th is  would  be  taken  into  consideration before pioneer   s ta tus  
i s  granted. 



- 16 - 

Table 5 -  West Malaysia:  Percentage  Distribution o f  Unemployed 
by Age and Sex f o r  Urban and Rural Areasg 

AG Pa' CC+L 3: lir, r?y Clr.rt 21 
Labor. Force To tal Unempl oye d 

R u r a l  Urban Tota l  Rural Urban Tota l  

Male - 15 -19  18.24  23.94  20.19  lh.47  9.91  24.38 

20-29  6.71  8.35  7.39  9.24  8.10  17.35 

.30-44 

45 -64 

Tota l  - 
Female 15 -19 

20-29 

30-44 

45  -64 

T o t a l  - 
Tota l  - 15 -19 

20 -29 

30-44 

45  -64 

Tota l  - 

1.46 

2.12 

- 5.67 

19.68 

9.93 

1.80 

7.94 

1. Go 

1-59 . 

6.32 - 

3.15 

5.51 

8.09 

32.34 

15.67 

5.37 

2.72 

15.22 

27.71 

11.04 

3.71 

- 

4.83 

10.40 - 

2.12 

3.22 

6.58 

23.88 

- 

12.22 

2.68 

1.07 

- 9.73 

21.88 

9.20 

2.32 

2.54 

- 7.75 

2.41 

2.68 

28.80 - 
13.40 

8.44 

2.00 

0.40 

24.25 

27.86 

17.68 

4.42 

3.08 

- 53.05 

3.35 

3.35 

24.72 - 
10.92 

8.84 

1.94 

0.54 

22.24 

20.83 

16.95 

5.29 

3.88 

46.95 

5.76 

6.03 

53.52 

24.31 

17.28 

3.95 

0.94 

46.48 

48.69 

34.63 

9.71 

6.97 

100.00 

Based on October 1971 survey of l abo r   fo rce   i n  West Malaysia and r e f e r s   t o  
those  persons  actively  seeking work. 
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111. Development Planning 

1. Firs t   Malaysia   Plan,  1966-70 

The development  expenditure  targets  projected  under  the  First  
Malaysia  Plan were not   rea l ized .  The t a r g e t   f o r   t o t a l  development  ex- 
penditures,  as envisaged   in   the  mid-term review of   the  Plan,  was M$ll .O3 
b i l l i o n   w i t h   t a r g e t s   f o r   p r i v a t e  and public  investment a t  ~$6.44 b i l l i o n  
and M$4.5 bill ion,   respectively.   Actual  development  expenditures  (Table 6) 
amounted t o  about 85 per   cen t   o f   t he i r   p l anned   l eve l ;   t he   pub l i c  and p r i -  
vate sec tors   rea l ized   about  92 per  cent  and 80 per   cen t  of t h e i r   i n v e s t -  
ment t a rge t s ,   r e spec t ive ly .  These s h o r t f a l l s  seem t o  have   re f lec ted  
de f i c i enc ie s   i n   p l ann ing  and  implementation  rather  than  f inancial  con- 
s t r a i n t s .  The actual  average  annual rate of  growth  of GNP at current  
pr ices   o f  6.5 per  cent  over  the  Plan  period was g rea t e r   t han   t he  5.6 per  
cent growth r a t e   p ro j ec t ed  by the   rev ised  Plan. The higher  than  pro- 
jec ted   ou tput   re turn  on gross   cap i ta l   format ion   in   the  last  two years  of 
t he  Plan can   be   l a rge ly   a t t r i bu ted   t o   t he   subs t an t i a l   i nc rease  (19.2 per  
cent )   in   expor t   earn ings   in  1969. . .  

Table 6 .  Nalaysia: Development Expenditures 
under  the  First   Malaysia  Plan,  1966-70 

( In   mi l l i ons  of Malaysian  dollars) 

1966 -70 
Plan  Targets  Estimated 

Original  Revised  Actual Irnplemf;ita- t i o n  

Publ ic   sector  4,551 4,242 92.5 
Federal  Government 3 , 910 3 , 162  87.3 
S t a t e  Governments 18’ 
Sta tu to ry   au tho r i t i e s  460 ) 532 ,,111.9 

Pr iva te   s ec to r  5,584 6,449 5 , 166 - 80.1 

Total  10,135 11,034 9 , 408  85.3 

965 5 48 

Source: Economic Planning  Unit,  Malaysia. 
- 1/ Figures   re fe r   to   percentages   o f   rev ised   ta rge ts   for   the   P lan   per iod .  
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2. Second  Malaysia  Plan, 1971-75 
a. Introduction 

Although  considerable economic  growth was achieved  during  the  Firs t  
Malaysia  Plan,  poverty, unemployment and  economic  and social  imbalances 
continued t o   p r e v a i l .  Economic imbalances i n  Malays ia   a re   re f lec ted   in  
t h e  uneven d i s t r ibu t ion   o f  income,  employment, an,d ownership  of  wealth, 
which t end   t o   co inc ide   w i th   t he   r ac i a l   o r ig in  and  place of l ive l ihood  of  
the  Dopulation.  Thus,  the bulk of  Malaysians  of Malay o r i g i n   l i v e   i n  
rural areas and are l a rge ly  engaged i n  paddy c u l t i v a t i o n  and o the r  small- 
s c a l e   a g r i c u l t u r e   a c t i v i t i e s ,  where  income l e v e l s  are generally  lower 
than   in   the   rubber  and o i l  palm e s t a t e s ,   l a r g e   t i n  mines,  and i n  manu- 
f ac tu r ing  and  services   industr ies  which are  mainly  concentrated  in  and 
near urban areas .  The main source  of  high-income employment opportuni t ies  
f o r  Malays i n   t h e  urban areas i s  i n  government service.  The "New Economic 
Pol icy"   ca l l s   for   the  Government t o   t a k e  a more ac t ive   ro l e   i n   a t t empt ing  
to   correct   these  imbalances  through  placing more emphasis on t h e   s o c i a l  
aspects  of economic  development. The "New Economic Policy" aims a t  
achieving a b e t t e r   d i s t r i b u t i o n  of income and employment among the   var ious  
ethnic  groups  and  regions  through  eradicating  poverty  irrespective of 
race  and  res t ructur ing  society  to   reduce  and  eventual ly   e l iminate   the 
i d e n t i f i c a t i o n  of race  with economic function. The Second  Malaysia  Plan 
i s  an  expression  of  the "New Economic Policy"  and aims at  developing  the 
economically  depressed  rural areas and  increasing  the  share  of Malays  and 
other  indigenous  people i n   t h e  ownership  and con t ro l  of t h e  means of pro- 
duc t ion   in   the  modern sector;  such  people cow manage and own l e s s   t han  
10 per  cent  of  the  commercial m-d indus t r i a l   en t e rp r i se s   i n   b i a l ays i a .  
The Second  Malaysia  Plan aims at  inc reas ing   t he i r  share t o  30 per   cen t  
over a period  of 20 years.  

b.   Quantitative  Targets of the  Plan 

The Plan  target  for  the  average  annual  growth ra te  of GNP a t  current  
p r i c e s  i s  6.5 per   cent ,  which more o r   l e s s   co r re sponds   t o   t he  ra te  of  
growth  achieved  over  the  previous  five-year  period  (Table 7 ) .  Under t h e  
Firs t   Malaysia  P l m ,  p e r   c a p i t a  income rose at the  annual  average rate of 
3.3 per  cent.   This rate of  increase i s  p r o j e c t e d   t o   r i s e   t o  3.7 per   cent  
over   the  f ive-year   per iod 1971-75, i . e . ,  an  increase  from  about M$1,080 
t o  M$1,300.  The Plan  envisages  an  annual  average  rate of  increase of 
3 .2   per   cen t   in   the  employed labor  force  and 7.8 per   cen t   in   g ross  
capi ta l   formation.  Over t h e  Plan per iod,   the   ra t io   of   gross   investment  
t o  GNP i s  expected t o  average 17 per   cen t .  If the   P l an   t a rge t s   a r e  
achieved,  consumption  expenditures will r i s e  at an  annual  average  rate 
of 6.6 per   cent ,   br inging  average  per   capi ta   consumption  to   about  ~$1,046, 
including  average  public  consumption  of  about ~$260.  

As export   earnings  are   projected  to  grow at  4.6 per   cent   over   the 
Plan  period,  production  for  the  domestic  market i s  expected t o  expand a t  
a more r ap id  rate, so t h a t  GDP a t  f a c t o r   c o s t  a t  cons tan t   p r ices  i s  
es t imated  to   increase  by 6.7 pe r   cen t .  The sec to r s  which are  expected to 
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Table 7. Malaysia:  Basic  Targets  under  the  Second  Malaysia  Plan 

Percentage  of GNP Annual Average Percent- 
Projected age Chanr;e 

1965 1970 1975 1965-70 1970-75 

GNP a t  cons tan t   p r ices  
GNP at  cur ren t   p r ices  
Consumption 
Private  investment 
Public  investment 
Total   investment . 
Exports 
Imports 
Savings 

100.0 
100.0 
81.2 
9 00 
7.3 

16.3 
49.9 
47.8 
17.4 

97.7 
100.0 

79.6 
11.4 
6.4 

17.7 
48.4 
45.8 
18.8 

98.8 
100.0 
78.4 
11.6 

5.7 
17.3 
43.5 
41.4 
18.6 

5 *9 
6 03 
5 -7 
11.2 
3.4 
8.0 
5.6 
5 -1 
8.0 

6.8 
6.5 
6.6 
8.8 
5.9 
7.8 
4.6 
5 .I 
6.2 

Source:  Second  Malaysia  Plan,  1971-75. 

make t h e  major  contributions t o   t h e  growth i n  GDP i n  West Malaysia are: 
manufacturing (11.7 pe r   cen t ) ,   ag r i cu l tu re ,   fo re s t ry   and   f i she r i e s  (8.4 
per   cent) ,   construct ion  (8 .7   per   cent) ,  m a  u t i l i t i e s  (8.5 pe r   cen t )  
Table  8).  According to project ions,   value  added  in   the  manufactur ing,  
c o n s t r u c t i o n   a n d   u t i l i t i e s   i n  West Malaysia will grow at 10.7 per cent a 
year   in   cons tan t   p r ices   and   increese  i t s  c o n t r i b u t i o n   t o  GDP from 19.2 
per   cen t   i n  1970 t o  23 p e r   c e n t   i n  1975. 

The population  of  Malaysia,  estimated a t  10.9 mil l ion ,  at t h e  end 
of  1970, is, e q e c t e d   t o   i n c r e a s e  a t  an  annual  average  rate  of 2.8 per  
cent   over   the  Plan  per iod.  The available labor   force ,  however, i s  pro- 
j e c t e d   t o   i n c r e a s e  a t  a faster   annual   average rate of 3.2   per   cen t ,  a 
r a t e  of  increase  equal t o  the   p ro jec ted  growth of employment during 
1971-75 (Table 9 ) .  Consequently, the r a t e  of unemployment i s  expected 
t o  remain s tab le   over  the Plan  period,  implying  an  ' increase  in  the 
absolute numbers of those unemployed by 46,000 t o  321,000 a t  t h e  end of 
1975. About 596,000 are   expec ted   to  be created  over   the  Plan  per iod,  of 
which  125,000 will be i n   a g r i c u l t u r e ,  108,000 in  manufacturing  and  the 
remainder in   construct ion  and  services .  The i n c r e a s e   i n  employment i n  
ag r i cu l tu re  i s  expected t o  come mainly  from  the  large-scale new p lan t ing  
of  perennial  crops  under  land  development schemes and i n  estates. In  the 
r e s t  of t h e   a g r i c u l t u r a l   s e c t o r ,   t h e  emphasis will be  to  reduce  under- 
employment and  increase  prpduct ivi ty  rather t h a n   t o   i n c r e a s e   t h e   l e v e l  
of  employment. 



Table 8. West Mdaysia:  Gross Domestic  Product by Sector of Origin 

( A t  f ac to r   cos t   i n   cons t an t  1965 p r i ces )  

Average Amual 
Percentage  of GDP Percentage Change 

1965 1970 1975 1966-70 1971-75 

Agr icu l ture ,   fores t ry   and   f i sher ies  
Rubber 
Other   agr icul ture   and  l ivestock 
Forestry 
F i she r i e s  

Mining and quarrying 
Manufacturing 
Construction 
Uti l i t ies  
Transport and comunications 
Wholesale  and re ta i l  t rade 
Other  services,  including  public 

administration  and  defense 

- 31.5 
13.0 
15.1 
1.3 
2.1 
9.0 

10.4 
4.1 
2.3 
4.3 

15.3 

23.1 

- 33.6 
13.3 
15.5 
1.8 
3.0 
7.2 

12.8 
3.8 
2.6 
3.8 

13.7 

22.5 - 

36.3 

15.5 
1.7 
3.0 
4.6 

16.0 
4.2 
2.8 
3.4 

11. g 

20.8 

6.8 
5.9 
6.0 

- 

13.2 
13- 3 
1.1 
9.9 
4.1 
8.1 
3.0 
3.2 

8.4 
7.0 
- 

10.0 
4.8 

10.0 
-2.6 

4.3 
3.7 

- 6.7 

To ta l  100.0 100.0 100.0 5.5 6.7 

Source: Economic Planning Unit, Malaysia. 

Table 9. Malaysia: Second Malaysia Plan:  Increase  of Employment 
f o r  West Malaysia, 1971-75 

Contr ibut ion  to  
Employment Average Annual Employment Growth 

( ’ 000) Percentage Change (Per   cent)  
1970  1975  1966-70 1971-75 1966-70 1971-75 

Agriculture 1,454 
Mining 64 
Manufacturing 270 
Construction 103 
U t i l i t i e s  19 
Transport  and  communications 110 
Commerce 340 
Other services  580 

1,579 +l. 5 
60 -0.6 

378 +4.5 
13 3 +2.7 
23 +3.5 

122 +1.7 
419 +3.4 
721 +4.6 - 

+l. 7 

+7.0 
+5.2 
+3.9 
+2.1 
+4.3 
+4.4 

-1.3 , 

- 

29.7 25.3 
-0.6 -0.8 
15.1 21.8 
3.7 6.1 
0.9 0.8 
2.6 2.4 

33.4 - 28.5 
15.1 16.0 

To ta l  2,940 3,435 +2.6 +3.2 100.0 100.0 
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c.  Public  sector  development prcgram 

The Second Malaysia P l a n   c a l l s   f o r   t o t  a1 Dubli .c  development 
expenditures  of a t  l iast  ~ $ 6 , 0 0 0  million.  The-Plan  actually  includes a 
f igure   o f  M$7,250 m i l l i o n   f o r   t o t a l   p u b l i c  development  expenditures; 
and   the   sec tora l  and  geographical  expenditure  allocations i n   t h e   P l a n  
are based on t h i s   h i g h e r   f i g u r e  (Ap2endix  Tzble V ) .  However, t h e  Govern- 
ment assumes a shor t fa l l   o f   &bout  17 per   cent   in   expendi tures;   hence  the 
lower  f igure  of ~$6,000 mil l ion  i s  t h e  "minimum a c t u a l "   l e v e l  of develop- 
ment outlays.   Allocations for a g r i c u l t u r e  and r u r a l  development amount 
t o  M$1,92l mill ion,   or  26.5  per  cent  of  total   development  expenditures , 
with  about   half   of   these  expendi tures   being  for   land develoGment pro- 
grams. It i s  planned  that  a t  least one mi l l i on   ac re s  w i l l  be  opened  up 
during  the Second  Plan. The most  important  public  agency  for land 
development i s  the  Federal  Land  Development Authority (FDA) , which i s  
responsible  for  opening up  one quarter   of   this   acreage,   Regional  master 
plans  have  been drawn up t o  promote  land  development i n   s p e c i a l l y  
selected  areas,   such as Johore  Tenggara  and Pchang  Tenggara. The bulk 
of  the  acreage opened  up  under tine land  development  schemes w i l l  b e   f o r  
a g r i c u l t u r a l  development  (mainly  through  the  planting of pa3m oil and 
rubber   t rees )  , a l thoagh  in  all regions   there  w i l l  be provis ion for 
i n d u s t r i a l  development  based on 1o:al raw mater ia ls  aiid tourism. To 
raise product ivi ty  and  incomes i n  economically  depressed rural areas, 
i r r i g a t i o n  and  drainage f ac i l i t i e s   a r e   be ing   ex tended  so t h a t  by 1975, 
about 898,000 acres  of  peddy will be  double  cropped, compared t o  about 
336,000 a c r e s   i n  1970. 

An a l loca t ion   o f  8.5 p e r   c e n t   o f   t h e   t o t a l  development  e-xpenditures 
f o r   t h e  promotion  of  commercial  and  industrial  ec'civities  represents  an 
important  departure  from  the 3.3 pe r   cen t   a l l oca t ed   du r ing   t he   F i r s t  
Malaysia  Plan. Over  two th i rds   o f   these   funds  will b e   a l l o c a t e d   t o  
government i n s t i t u t i o n s  which  have t h e   t a s k   o f   t r a i n i n g  Malays  and 
o ther   ind igenous   people   to   par t ic ipa te  more a c t i v e l y   i n  commercial  and 
i n d u s t r i a l   e n t e r p r i s e s .  The Fede ra l   Indus t r i a l  Development Authority 
(FIDA) i s  unde r t ak ing   i ndus t r i a l   po ten t i a l   s tud ie s   fo r  Sabah m d  
Sarawak. The Government i s  now p a r t i c i p a t i n g   d i r e c t l y   i n   t h e   s e t t i n g  
up of business  enterprises  through  the  Council   of  Trust   for  Indigenous 
People (MARA) , the  National  Corporation (PERNAS) , and S t a t e  Economic 
Development Corporations. The ownership  of  businesses  developed  by 
t h e s e   i n s t i t u t i o n s  w i l l  even tua l ly   be   t r ans fe r r ed   t o  Malays as they 
acqu i re   su f f i c i en t   sk i l l   and   expe r i ence .  The relative shares   o f   soc ia l  
development,  public u t i l i t i es ,   defense   and   secur i ty ,   and   genera l   adminis t ra -  
t i o n  show d e c l i n e s   i n   t h e   p u b l i c   s e c t o r ' s  development  experiditure  while 
the   share  for transport  and  communications  has  been  increased. 

d.  Financing  of  the  Dublic  sector 

Assuming a minimum l e v e l   o f  a pub l i c   s ec to r  development  expenditure 
out lay   o f   ~$6 ,000   mi l l ion   over   the   f ive   years  , t h e   o v e r a l l   d e f i c i t   o f  
t he   pub l i c   s ec to r   i n  1971-75 i s  expected t o  be M$4,190 mil l ion,  com- 
pared  with M$2,512 m i l l i o n   i n  1966-70 (Table 10). 
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Table 10. Malaysia:  Financing of Publ ic   Sector   Defici t ,  1971-75 

Source of  finance M$ mil l ion  Per   cent  

Domestic nonbank borrowing  2,245 53.6 

Foreign  borrowing 720 17.2 

Foreign  grants  190 4.5 

Domestic  bank  borrowing 1,285 30.1 

Accumulation  of a s s e t s  -250 - -5.4 

To ta l  4,190 100.0 

Source: Economic Planning  Unit, Malaysia. 

The bulk  of  the  financing i s  pl-ojccted t o  o r ig ina t e  from d-cmestic  sources, 
and  about two t h i r d s   o f   t o t a l  d0rnestj.c  nonbank borrowing i s  expected 
from the Employees Provident Fund (EPF), which i s  required  by l a w  t o  
invest  at l e a s t  70 2er  cent  of i t s  funds i n  Malaysian Government s e c u r i t i e s .  
The balance of domestic  nonbank  financing i s  expected t o  be  dmived  from 
insurance  companies,  other  provident,  trust and social   securi ty   funds,   and 
the  Post  Office  Savings Bank. While the bulk of the borrowiDg  from t h e  
banking  system i s  expected t o  be provided  by  the  comercidl benlss, the 
residual   f inancing,  i f  any, w i l l  be covered  by  the  Centrd Esnk. 

Foreign  borrowing  projected a t  M$glO m i l l i o n  i s  estimated t o  provide 
more than  21per   cent   of   publ ic   investment .  Net p ro jec t  loans a r e  
expected t o   y i e l d  M$613 million.  Market  loans  are  expected t o  t G t a l  
M$450 mil l ion,  but owing t o  heavy  repayments,  net  receipts will o n l y  
amount t o  M$107 mil l ion.  The remaining M$l9O mi l l i on  i s  expected t o  come 
from fore ign   gran ts .  

e. Financing of private  investment 

Private  investment i s  p ro jec t ed  t o  increase a t  an  annual average 
rate of 8.8 per   cen t  and t o t a l  M$7,843 mi l l ion   over   the   per iod  1971-75. 
A major  proportion of government financing  of l1$742 mill iGn or  9.5 pe r  
cent of t o t a l   p ro j ec t ed   p r iva t e   i nves tmen t  i s  i n  co-mection  with  land 
development  and the plant ing  of   perennial   crops.  A further M$23O m i l l i o n  
will be f o r  investment i n  commercial  and  manufacturing act ivi t ies  through 
FERNAS, MARA, Mdays ian   Indus t r i a l  Development Finance  Berhad  and  State 
Economic Development Corporations. A t a r g e t  of M$l,l50 m i l l i o n  for  ne t  
foreign  private  investment  over  the  Plan  period  has  been set. Cap i t a l  
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depreciation  allowances  and  retained  earnings,  which  have  accounted  for 
. , about 50 per   cen t   o f   p r iva te   inves tmeat   in   recent   years ,  are expected t o  

provide  about M$k,OOO mil l ion ,   wh2e  the remeining :4$1:.950 m i l l i o n  i s  t o  
be  financed  through new equi ty   i s sues   and  loms, the l a t t e r  mainly from 
commercial banks and  nonbanking f i n a n c i a l   i n s t i t u t i o n s .  

f .  Plan  implementation 

Preliminary estimates in2 ica t e  that t o t a l  development  expendit&-es of  
the   publ ic   sec tor  amounted t o  M$1,295 r n l l l i o n   i n  1971. Althovgh  such 
e q e n d i t u e s   i n c r e a s e d  by 37 per   cen t  ccmpared t o  1970, they were below 
the  planned level of develDpment expenditures  of M$1,450 mi l l ion .   Par t  
of the i n c r e a s e   i n   p u b l i c   s e c t o r  development e w e n d i t u r e s  was f o r   l o a n s  
and t r a n s f e r s   t o   i n s t i t u t i o n s   i n  the p r iva t e   s ec to r   fo r   t he   pu rpose  of 
c a p i t a l  format,i.on  by thcse ins t i tu t ions ;   such   loans  and t r ans fe r s   moun ted  
t o  M$113 m i l l i o n   i n  1971. The major   expendi ture   shortfal ls  were i n  a p i -  
cu l tu re  and rural develo2mentY  and in   t ransportat ion  and  ccxtnmicat ions.  
Expenditures  on  land  develoment schemes  amounted t o  M$lOg mi l l ion ,   the  
same as i n  1970, and  were considerably  below the t a rge t   o f  ~$180 mill ion.  
I n  1971, much o f f i c i a l   e f f o r t  was directed  tovard  c?sciding t h e  s p e c i f i c  
a r e a s   t o  be designated f o r   l a n d  develDpment,  and t,he t.yp,e cf act ivi t ies  
t o   b e  promoted within  these aress ,  r a t h e r   t h a n   i n   a c t u a l  ilevelopmsnt of  
these aseas. There was a 50 pel- cent   c .xpendi ture   shor t fa l l   in   ru5ber  
rep1antir.g  because  of delays i n  apprcvd and  launching of' new smallholder 
replent ing schemes. Transport  znd  cc-mvnica,tions  expenditures  experienced 
a s h o r t f a l l  of over 50 per cent,  mainly as a r e s u l t   o f   d e l a y s   i n  acquiring 
land and commencir?g new p r o j e c t s  and  because  of a shorta9e  of  engineers 
i n  the Public Works Department. 

A number of specla.l f a c t o r s  hampered the  implementation of the Second 
Malaysia  Plan i n  1971. The P l a n  was only o f f i c i a l l y  approved i n   J u l y  1971, 
and  floods i n   e a r l y  1971 a lso  caused  the  implementation  of  specific  prozects,  
p a - t i c u l a r l y   i n   r o a d  and bridge  building  programs,  to lag behind  schedvle. 
In  acdit ion,   teething  problems were experienced i n   t h e   s p e c i a l   i c s t i t u t i o n s  
set  up t o  implement the '(New Economic Policy." 

Both the  domestic  and  foreign  borrowing  targets  for  f inancing  the 
p u b l i c   s e c t o r   d e f i c i t  w2re met i n  1971. Domestic  borrowing i n  1971 was 
g rea t e r   t han   an t i c ipa t ed  owing to   the  higher   pvrchases   of  government 
secur i t ies   ou t   o f   the  Employees Provident Fund. Gross fo re ign   l oan  
r e c e i p t s  were eatimated a t  ~ $ 3 8 3  mil l ion,  compared with M$107 m i l l i o n   i n  
1970. Owing to   f avorab le   fo re ign  market conditions,  three market loans 
equiva len t   to  ~ $ 2 8 7  m i l l i o n  were raised through  private  placements, one 
in   t he   Un i t ed   S t a t e s  (M$152 mil l i cn )  , one i n  Euro-dollars (M$l'j2 mi l l i on ) ,  
and one i n  the United Kingdom (M$74 mill ion) .  
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I V .  Public  Finance 

1. IntroductLon 

Since  the  establishment  of  Malaysia  in 1963, both  the  Federal  and 
S t a t e  Governments  have recorded  surpluses  in  their   current  budgets  which, 
however,  have  been i n s u f f i c i e n t  t o  cover  the,developmer-t  expenditures 
undertaken  by them. A cons iderable   par t   o f   the   resu l t ing   overa l l  
budgetary   def ic i t s  have  been  financed  by  domestic nonbank borrowing, 
and  by  foreign  loans  and  grants.   In  certain  years,  however, t h e  Govern- 
ment has drawn  upon i t s  foreign exchange a s s e t s  and made use  of  bank 
c r e d i t   t o   f i n a n c e  a s igni f icant   p ropor t ion  of t h e   d e f i c i t s .  The i n -  
crease  in  the  Federal  Government's  domestic  current  revenue duri1;g 
1967-70 was appreciable  (annual  average  of 9.6 per   cen t ) ,   be ing   in   excess  
of the  annual   merage ra te  of GNP growth (6.4 pe r   cec t )  and a l s o   i n  
excess  of  the  average  annual  increase  rate  of  current government  ex- 
penditure (7.3 p e r   c e n t )   i n   t h e  same period.  In 1971, development 
expenditures  rose more subs t an t i a l ly   t han   i n   p rev icus   yea r s ,  thus 
r e s u l t i n g   i n   t h e   l a r g e s t   o v e r a i l   d e f i c i t   s i n c e   t h e   e s t a b l i s h n e n t   o f  
Malaysia (Table 11). S t a t e  government  revenues from t h e i r  ovm sources 
and current  expenditures were  about  one f i f t h  of t h e  amount of t h e  
Federal  Government. They rece?.vecf s a b s t a n t i a l   g r a n t s  and a l s o  borrowed 
from the  Federal  Government to   f inance  their   developnent   projects .  Most 
of t h e   s t a t u t o r y   a u t h o r i t i e s  have  generally  recorded  operaking  surpluses 
o r   e l s e   r e l a t i v e l y  small cur ren t   def ic i t s .   Thei r  development  programs a r e  
f inanced  largely  by  their  own resources,  government loans,  domestic  bank 
c r e d i t  and foreign  borrowing. 

2. Federal Government bud.nets 

a. F i s c a l   s i t u a t i o n   i n  1971 

Overal l   budget   posi t ion:  Oilring 1971, the  Federal  Governmer,t had a 
current  account  surplus of M$122 mi l l i on  which was s ign i f i can t ly   sma l l e r  
than  the  surplus  of ~$182 m i l l i o n   i n  1970. Development expenditure 
rose by M$240 mil l ion (36 p e r   c e n t )   t o  M$92 mi l l i on ,   t hus   r e su l t i ng   i n  
an es t imated   overa l l   def ic i t   o f  M$790 mill ion which was l a rge r   t han  
l a s t  y e a r ' s   o v e r a l l   d e f i c i t  by more than 61  per  cent.   Aside  from  the 
subs t an t i a l   i nc rease   i n  development  outlay,  which was wholly  financed 
by  borrowings  and  foreign  assistance,   other  factors  contributed t o  t h e  
sharp   r i se   in   the   overa l l   def ic i t .   Curren t   expendi tures   increased  by 
8 per  cent,   while  current  revenues  increased  only by 4 per  cent.  Domestic 
nonbank borrowings  mounted t o  over 58 per   cent  of t h e   o v e r a l l   d e f i c i t ;  
bank  borrowings , 18 per  cent;  and  foreign  borrowings and g ran t s  , 48 per  
cent.  As a resul t   of   the   excess  of borrowings,  the  Government's  cash 
balances  increased by near ly  M$200 m i l l i o n   i n   t h e   y e a r .  
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Table 11. Malaqsia:  Federal  Government  Finances, 1968-72 

(In  millions o f  Malaysian  dollars) 

197lY 19P1' 

1968 1969' 1970 
r/ Revised  Revised 

estimate  estimate 

1. Current  revenue 

2. Current  expenditure z/ 
3.  Current  surplus 95 
4. Development  expenditure 608 

Dirzct  development  exp ditureg 496 
Net government  lending- E? 112 

5. Overall  budgetary  deficit (4-3) -513 
6. Means of financing  deficit 

a.  Special  receipts  (primarily 
foreign  grants) 37 

b.  Foreign  borrowing  (net) 60 
c.  Domestic  nonbank  financing  (net} 1.91 

EPF m 
Other  sources 

d.  Bank  financing  (net) 
Central  bank  (net) 
Credit  to  Governmen 
Government  de  osits- 4/ 

Use of foreign assets'/ 
(increase - }  

Commercial  banks  (net) 
Credits  to  Government 
Government  deposits 

(increase -7 

( increav ) 
e.  Other  changes i~rease 

70 
275 
2 76 
- 

-1 
4 -9 

Total  (a  throuzh e) 5 13 

2,001 

1,882 

119 
561 
461 
100 

-442 

24 
15  5 
3 02 
191 
1ll 
-3 7 
-377 
20 

- 167 
43 
67 

-56 

" 

11 
-2 

442 

2,292 
2,110 

182 

- 672 
525 
147 

- 490 

17 
-2 

- 301 " 
233 
68 
75 

12 5 
1 

124 

25 
- 75 

" 

-7ri 

99 

490 

-1 

Source:  Data  obtained &.ring the 1972 consultation  discussions. 

2 /  Excluding  contributions  to  the  Development  Fund and the  sinking funds, direct 
loan  redemption  loan  contributions,  and  interest  payment  to  other  government funds. 

8 Covers  government  lending to statutory  authorities  and  entities  other  than  the 
8 Use  of  the  Government's  foreign  assets  is  included  in  this  table  under  "bank 

financing,"  because  the  direct  impact  on  the  nation's  foreign  exchange  holdings  is 
Of the Same character as the indirect  results of government  borrowing from the 
banking  system. 

tyming  and  other  causes. 

~~ 

Exclude  revenue  and  expenditure  of  the  Telecommunications  Department. 

Covers  only  expenditures  incurred  directly  by  the  Development  Fund. 

Development  Fund. 
Includes  Treasury-IKF  counter-entries. 

7 /  Changes  in  Government  Trust  Fund  balances  mainly;  also  errors  arising  from 
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Domestic  current  revenue: The revised  estimated  current  revenue 
of M$2,394 m i l l i o n   i n  1971 indic&ted  an  increase  of M$102 mil l ion which 
was much smaller than  the  increase  of 1@2gl mi l l ion   in   the   p receding  
year.  More than  half   of   the   increase was due t o   t h e   i n c r e a s e   i n  excise 
tax  c o l l e c t i o n s ,   p a r t i c u l a r l y  from  sugar  and  petroleum,  and  about  one 
t h i r d  from  enhanced income tax co l l ec t ions .  There  were,  however, s ign i -  
f icant  decreases  in  revenue  from  export   and  import   duties  (only  surtax 
on imports  increased as a r e s u l t   o f   t h e   i n c r e a c e   i n   t h e   r a t e  from 2 p e r  
c e n t   t o  4 per   cen t ) .  The f iscal  measures f o r  1971 re su l t ed   i n   i nc reased  
c o l l e c t i o n s  of M$52 million  from  import  duties  and  surtax  and  excise 
duties  and  reductions  of  revenue  by M$35 mi l l i on  from t h e   a b o l i t i o n  of 
t h e  2 pe r   cen t   pay ro l l   t ax  and c e r t a i n   r e l i e f s  from t h e  development tax. 
The reduction was e f f ec t ive ly   ca r r i ed   ou t ,   bu t   t he   expec ted   i nc rease   i n  
tax c o l l e c t i o n s  was f rus t r a t ed   by   t he   s lugg i sh  economic  growth  and t h e  
decl ine  in   export   earnings  during  the  year  (Appendix  Table V I )  . 

Current  expenditure:  Current  expenditure  in 1971 was estimated a t  
M$2,272 mi i l i oa ,  an increase  of 8 per  cent  over 1970. Expenditures  were 
augmented  by a number of  supplementary  budgets  during  the  year  'including 
payments f o r   a r r e a r s  due t o   s a l a r y   i n c r e a s e s  as frcm  Jmuary 1, 1970 
f o r   c e r t a i n  government  employees, a contr ibut ion of M$23 m i l l i o n   t o   t h e  
Government  Rubber Trading  Trust  Account t o  expand i t s  rubber  support 
operations,  and N$9 mi l l i on   t o   p rov ide   r e l i e f   fo r   f l ood   v i c t ims   o f  
January 1971 (Appendix  Table VII). 

Development expenditures:   In 1971 development  expenditures  are 
estimated  to  have  increased by 36 p e r   c e n t   t o  M$9l2 mil l ion.   This   in-  
c r ease   pa r t ly   r e f l ec t ed   t he  improvement i n  implementation,  but t o  a 
grea te r   ex ten t ,  it re su l t ed  from  governnent   par t ic ipat ion  in  commerce 
and  indu.stry.  During  the  year, Go-Jernment's equity  investments amounted 
t o  M$100 million  Lncluding M$33.5 m i l l i o n   i n  Malayan Banking, 1c$6 
million  in  Malaysian  Airl ines  System, M$15.5 m i l l i o n   i n   t h e  Government 
Officers' Housing  Development Company Limited,  and M$l+ m i l l i o n   i n   t h e  
Malaysian Rubber  Development Corporation.  In  adilition, a losn of 
M$75 mil l ion was given to   the  Nat ional   Corporat ion,  M$55 m i l l i o n   t o   t h e  
Malaysian  Industrial  Development Finance,  and IV1$5l m i l l i o n   t o   t h e  
Federal  Land Development Author i ty   for   the i r   f inanc ing   of   var ious  
p r i v a t e   s e c t o r   p r o j e c t s .  
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M$l52 mil l ion ($50 mi l l i on )  was through a syndicate  of banks i n   t h e  
United  States ,  M$G~ mill ion  ($20  mil l ion)   through a p r iva t e ly   p l aced  
Euro-dollar l o a n  i n  Loncon,  and X$74 mi l l i on  ($24  mil l ion)   in   the  United 
Kingdom. Almost 60 per   cent   of   the   outs tanding  foreign  debts  of M$1,114 
mil l ion  ($395 mi l l i on )  resulted from  market  loans,  and the remainder 
mainly  from  project loans from t h e  IERD. 

b. F i s c a l   s i t u a t i o n   i n  1972 

Overall   budget  posit ion: The l a t e s t   e s t i m a t e   f o r  1972 ind ica t e s  
a current  budget  surplus  of M$11 mil l ion  compared with  an  average annual 
surplus  of M$141 mi l l ion   in   the   th ree   p receding   years .  Even though 
current  revenues are e s t l n a t e d  t o  increase  by 22 per   cent ,   current   ex-  
pendi tures   are   expected  to   increase a t  t h e   f a s t e r  rate of   23  per   cent .  
Development e q e n d i t u r e s  are estimated to  increase  only  marginal ly   by 
less than 2 per   cent   in   1972,   but  as a result of  the  narrowing down of 
the   cu r ren t   su rp lus ,   t he   ove ra l l   de f i c i t  would increase by M$127 m i l l i o n  
(16 p e r   c e n t )   t o  M$g17 mil l ion  during the year.  However, t h e   o v e r a l l  
d e f i c i t / t o t a l   e x p e n d i t u r e   r a t i o  was expected t o   d e c l i n e   f r o n  25 per   cen t  
i n  1971 t o  24  per   cent   in   1972.  The Finance  Minis ter   in  his budget 
speech on January 6 ,  1972,   indicated tha t  t h e   o v e r a l l   d e f i c i t  would be 
financed  by  domestic  borrowings  of 14$600 mil l ion ,  of: which  about M$390 
mil l ion  would be  contr ibuted  by  the nonbank s e c t o r   i n c l c d i n g   ~ $ 2 6 6  mil- 
l i o n  from t h e  Employees Provident Fund, ~ $ 6 4  mi l l i on  from the  savings 
i n s t i t u t i o n s ,  and ~ $ 6 0  mil l ion  from t h e   S t a t e  Governments , public  
a u t h o r i t i e s  and pr iva te   ind iv idua ls .  The banking  sector w i l l  f inance 
about 23 per  cent  of the o v e r a l l   d e f i c i t ,   o r  M$210 mil l ion.  Net uses 
of  foreign  borrowings  and  grants  were  expected t o  amount t o  M$318 mill ion.  
The bulk  of  foreign  borrowings w i l l  cons i s t  o f  IBRD and AsDB p ro jec t  
loans.  However, c r e d i t   f a c i l i t i e s  from  Japcn,  France  and  other  countries 
will also  be  used;  the  Japanese Government has  agreed t o  extend a new 
l i n e  of c r e d i t  amounting to M$300 mil l ion  (Y 36 b i l l i o n )   t o   h e l p   f i n a n c e  
t h e  Second i-lalaysia  Plan. 

Current  revenue: The Federal  Government's l a t e s t  budget  estimates 
indicate   that   current   revenue w i l l  amount t o  M$2,92O mi l l i on ,  an increase 
of  22  per  cent  over  that   of  the  previous  year.  Tax revenue i s  expected 
to   i nc rease   by  13 p e r   c e n t   t o  a t o t a l  of M$2,359 mi l l i on  , a rate of 
increase  about  double  t 'nat  of  the  projected Gj\JP growth f o r  1972. The 
ant ic ipated  increase  of  M$277 mil l ion  of  tax revenues w i l l  be mainly 
from the  fol lowing  categories:  

1ncrea.se i n  M$ mill ion 

Sa les   t ax  
Income t a x  
Import d u t i e s  
Exgort   dut ies  
Excise taxes 

84 
64 
5 1  
31 
21 - 
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With   respec t   to   ex is t ing   t axes ,   the   p ro jec ted   increase   in   co l lec t ions  
i s  e q e c t e d  t o  r e s u l t  f r o m  a higher   levei   of  economic a c t i v i t y  and  improved 
tax administration, with i n c r e a s e s   i n  tax rates being a lesser contr ibutory 
factor .  However, about M$l27 mil l ion,  o r  about 45 per   cent  of the expected 
i n c r e a s e   i n  tax col lec t ions ,  i s  a t t r i b e t e d   t o  the in t rodac t ion  of new 
taxes and  the  increases i n  tax r a t e s ;  details  of the h p o r t a n t  changes zre 
listed as follows: 

(1) Sales  tax: A new s ingle   s tage  sa les  tax o f  5 per  cent on a . ~ .  
goods  imported i n t o  or  manufactured i n  Nalaysia was imposed frcm IvIarch 1, 
1972. Exemptions,  hovever, are given  to   cer ta in   rnanufactured and  imported 
goods, persoad   or   p rofess iona l   se rv ices ,  and sa les  of real  or  intangible 
properties.   Basic  necessit ies  such as e s sen t i a l   foods  and e s s e n t i a l  raw 
materials f o r  key manufacturing  industries axe exenpted. The tax i s  l ev ied  
at the  time of importation,  and at the  t ime  the  mamfactured goods a re   so ld  
or  dis2osed of by  the  manufacturer. A preparatory  period was allowed  before 
the sales t a x  was a c t u d l y   c o l l e c t e d .  The new t ax  i s  e s t ima ted   t o   y i e ld  
about ~ $ 8 4  m i l l i o n   i n  1972. 

( 2 )  Garnigg tax: Taxes have  been  applied to   pro2oters   of   gmbling  on 
the   bas i s  of sales rece ip ts .  A new g m i n g  tax i s  now appl',.ed t o   p l a y e r s  
on the  basis   of   the   value or' t he   l o t t e ry   t i cke t   o r   t he   moun t  bet  i n   t h e  
gme. The tax rate i s  5 per   ceqt   sub2ect   to  a m i r i m  o f  5 Malaysian  cents. 
The new tax will yield  about  11$1.0.4 mill ion.  

(3) Duties on m a l t  l iquors :  Rates of import and excise   dut ies  on m a l t  
l i quor s  were increased  by 24 and 23 per   cent ,   respect ively.  The rate of 
the excise  duty  had  not  been  changed  since 1967, and t h e   i m r e a s e   i n  the 
rate o f  b p c r t  daty was to   main ta in  tke s m ~  degree o f  protectj-on  in  view 
of  the  iricrease i n   e x c i s e  Cuty. Total   additional  revenue i s  estimated a t  
about M$5.2 n i l l i o n .  

.(4) Export  duty on  palm o i l :  The ex i s t ing  7* per cent f l a t  rate duty 
was replaced by a graduated export, duty  scale.  Under t'nis scd-e, t h e   r a t e  
of e q o r t   d u t y  i s  7s  per  cent  of  the  export  value when the   p r ice  cf palm 
o i l  does  not  exceed @350 per  ton. The rate will g r a d u a t s   u p a r d  by 
marginal rate increases  of 2$ per   cent  f o r  every  subsequent r ise  of rVl$50 
per t o n   i n   t h e   e x p o r t   p r i c e   u n t i l   t h e  rate reaches 30 per  cent.  The 
est imated  yield i s  M$23.4 m i l l i o n   i n  1972. Howexre;-, the  adr3ition.d  revenue 
i s  t o  be  shared  by  the  Federal. Government  and a spec ia l  Palm O i l  Pr ice  
S tab i l i za t ion  Fund. 

(5) E q o r t   d u t y  on logs: In   o rder   to   enccurage  more domestic  process- 
ing  of timbel-, the  export   duty on saw logs and logs  was r a i s e d  from 10 per  
cent t o  15 per cent. The a d d i t i o n d   r e v e n u e   y i e l d  i s  estimated et about 
M$2 mi l l ion   per  annum. 

(6) R m o n i z a t i o n  of  imFort  and  export  duties: A number of import 
and  export  duties were s t i l l  cot  uniform  between West and East   Mdaysia  
after more than  eight  yea-s  following  the  establishmen: of Mdaysia.  The 
1972 budget  introduced  adjustments on 13 items including  sugar. A s  a result 
of the  harmonization,  import  duty  collections  from  these items are  expected 
to   increase  by ~$600,000. 
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In   add i t ion   t o   t he  above, t h e  Governnent also obta ined   au thor i ty  
from the  Par l iament   to   increase  import   dut ies  on a number of manufactured 
goods f o r  the purpose o f  protectillg  domestic  pmducers. The Government 
will decide on the   appropr i a t e   t iming   fo r   e f f ec t ive   changes   i n   o rde r   t o  
ensure an adequate  domestic  supply  of  these  commodities. 

There  were a l so  some changes i n   t a x  ra+,es and  procedures  which  would 
e n t a i l  some loss  of tax  revenues.   These  inciude  the  following: 

(1) The duty  formula  appl icable   to  rulsber exports  from West 
Malaysia,  which  has the least  burdensome e f f e c t ,  i s  now extended t o  
rubber  exports  from East Malaysia. The downward adjustment   in  duty 
r a t e s  would involve a loss of  about ~$1.6 m i l l i o n   i n  1972. 

(2)  Excise  duty on s m s u :  The excise  duty on samsu, a country 
l i quor ,  i s  revised downward from M$3O t o  M$20 per   ga l lon .  The decrease 
i s  designed to remove t h e   i n c e n t i v e   t o  !'lnconshining,,"  and  would r e s u l t  
i n  a loss  of M$1.3 m i l l i o n   i n  1972. However, as i l l i c i t   d i s t i l l i n g  i s  
reduced, it might  well result i n  an  increase of revenue  from thz   exc i se  
in   the   long   run .  

(3)  T a x  on i n t e r e s t   p a i d  $0 nonresizents:  The present 40 per   cen t  
income t a x   l e v i e d  on the   ne t   moun t  of i n t e r e s t   p a i d   t o   n o n r e s i d e n t s  
has  been  reduced t o  1 5  per   cent  on  th?z gross  amount from  January 1, 1972 
provicie? tha t  the  loan  or   indebtedness   giving r i s e  t o   t h e   i n t e r e s t  i s  
incu r red   fo r  development  purposes  and i s  approved  by the Treasury. 
Hitherto,  expenses  incvirred  by  nonresident  lenders were deduc t ib l e   i n  
a r r i v i n g  a t  the ne t   in te res t   earned ,   bu t   in   p rac t ice   c la ims  were seldom 
made because of the  difficulty  of  proving  such  expenses.  The relief 
i s  designed t o  mzke foreign  borrowing  cheal;er,  although it would r e s u l t  
i n  a loss of  revenue  of ~$1.5 mii l ion   per  annum. 

Nontax  relrenue i s  expected t o   i n c r e a s e  by M$249 mi l l i on  (80 per c e n t )   i n  
1972,  conpared with the  average  annual  increase  of N$22 m i l l i o n   i n   t h e  
two preceding  years, clue p r i n c i p a l l y   t o   t h e   d i s t r i b u t i o n  of  asset.s  and 
p r o f i t s  of the  Currency  Board  of Malaya  and  North  Borneo t o   t h e   F e d e r a l  
Government moun t ing   t o  ~$180 mil l ion this yea r .   In t e re s t   r ece ip t s  will 
a lso   increase  by M$20 mil l ion .  

Current  expenditure: The latest  estimated  current  expenditure  of 
M$2,909 mil l ion   fo r  1972 w i l l  be M$637 mil l ion (28 per   cent)   h igher   than 
current   expendi ture   in  1971, due l a r g e l y  t o  upward salary  adjustments.  
The payment of h i g h e r   a a d   r e t r o z c t i v e   s a l a r i e s   t o   c i v i l   s e r v a n t s   e n t a i l s  
an  increase of M$89 mi l l i on   i n   gene ra l   admin i s t r a t ion   ou t l ays ,  and t h e  
salary  revis ion  for   teachers   ra ises   such  expendi ture   by  another  M$l5O 
mill ion.  An increase  of M$82 mil l ion is provided  for   the  Minis t ry   of  
Education  for the purpose  of  establishing  additional  schools,   expanding 
faci l i t ies   for   technical   and  vocat ional   schools ,   and  meet ing  the  needs 
of the   increase   in   the   s tudent   popule t ion .  The debt   se rv ice   o f   the  
Government w i l l  increase  by M$57 mil l ion.   Other   large  increases   include 
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new a l l o c a t i o n s   t o  government i n s t i t u t i o n s  and public  commercial  under- 
takings  such as the  National  Padi  and  Rice  Authority  and  the Government 
Officers' Housing Loans Fund. 

Development expenditure: The ap3ropriatFon  for development  ex- 
pend i tu re   i n  1972,  including M$40 mill ion  for   cont ingencies ,  amounted t o  

""_ 
P4$1,334 mil l ion.  However, t he   au tho r i t i e s   e s t imz te   t ha t   ac tud   expend i -  
t u r e  w i l l  amount t o   ~ $ 9 2 8   m i l l i o n ,  which will only  be  marginally  higher 
than  the  expenditure  of M$g12 m i l l i o n   i n  t'ne preceding  year.  According 
t o  t h e  Budget  Speech of  the  Minister  of  Finance,  about 60 per  cent  of 
t h e  development  expenditure w i l l  be on items o f   d i r ec t  economic s ign i -  
f icance,   that   i s ,expendi ture   that   should  generate   addi t ional  income, 
18 per   cent  on educat ion  aad  social   services ,  19 per   cent  on secu r i ty  
and the  remainder on consumption items such as general   administration. 

3. Fisce l   pos i t i on  of t h e   S t a t e  Governments 

The consol idated  budgetary  posi t ion  of   the  State  Goverrments i n  
Malaysia  worsened  considerebly in   recent   years   wi th   the  o v e r a l l  d e f i c i t  
r i s i n g   s t e a d i l y  from M$29 mi l l i on   i n  1969 t o  M$51 mil l ion   i n  1970, and 
t o  an e s t i n a t e d  bl$lO7 mi l l i on   i n  1971 (Appendix  Table IX). Current 
expendi tures   of   the   State  Goverrments  have increased by  about 6 per   cent  
annually,   while  expenditures,   joth  current and  development,  have  risen 
on average  by more than 9 per  cent a year.  The increase Ln curi*ent 
expenditures  have  been due t o   t h e   e q a n s i o n   i n   S t a t e  Governments' 
a d m i n i s t r a t i v e   c e p c i t y  and to   the   es tab l i shment  of a water  supply 
fund   i n  two S t a t e  Governments.  Development  projec'is  wadertaken  by t h e  
S t a t e  Governments a re   concen t r a t ed   i n   ru ra l   a r eas  and  include  animal 
husbmdry,   f ishery,  and land  reclamation schemes. 

In  1972, the   budgeted   overa l l   def ic i t  i s  estimated a t  1%$231 mil l ion ,  
which i s  more than  double  the  deficit   in  the  preceding  year.   Although 
s t a t u t o r y   g r a n t s   t o   t h e  StL-te Governments declined as a r e s u l t  of the 
review  of  financial  arrangements  between  the  Federal  Goverment  and 
East Malzysian  State  Goverrments, t o t a l  revenue  estimates s t i l i  i nd ica t e  
a r i s e  of  about 5 per  cent  from  the  stepping up of  S t a t e  Government 
co l l ec t ions .  However, current  expenditure i s  es t imsted   to   increase  by 
27 per  cent,   mainly due t o  increases   in   personal  emoluments,  and 
development  expenditures  by 9 per   cen t .  

The o v e r a l l   d e f i c i t s  of t h e   S t a t e  Governments  have  been  adequately 
met by  grants  and loans  from  the  Feders.1 Governmznt. I n   f a c t ,   t h e   S t a t e  
Governments  have s t e a d i l y   b u i l t  up their   cash  balances  from 1969 t o  
1970. In 1972, t h e   S t a t e  Governments a re   expec ted   t o  draw f r o n   t h e i r  o m  
resources t o  f inance   t he   l a rge   e s t ima ted   ove ra l l   de f i c i t .  
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4. F inancia l   pos i t ion   o f   ths   p r inc ipa l .   s ta tu tory   au thor i t ies  

In 1971, three s t z t u t o r y   a u t h o r i t i e s   r e r l i z e d  a t o t a l   c u r r e n t  sur- 
plus   of  M$93 mill ion,   of which M$78 mi l l i on  came from  the  National 
E l e c t r i c i t y  Board, m d  P4$7 mill ion  each  from  the Penang Port  Commission 
and the   Por t  Swettenham Authori ty .   Operat ions  f rom  four   other   s tz tutory 
a u t h o r i t i e s   r e s u l t e d   i n  a t o t a l   c u r r e n t   d e f i c i t  of M$1k mil l ion ,   in -  
cluding a d e f i c i t   o f  more than M$7 mi l l i on  from t h e  Malayan  Railway 
Administration,  and  about M$2 mill ion  each  from  the  Sabah  Electricity 
Board,  Sarawak ElectrFcity  Supply  Corporation, and t h e  Kuchlng Por t  
Authority.  

For 1972,   the  authori t ies   expect  the Malayan Railvay  Administration 
t o  pro6uce a current   surplus  of about 14$3 mil l ion  fol lowing  years  of 
c o n t i n u a l   d e f i c i t s .  However, t he   t o t a l   cu r ren t   su rp lus   o f   t hese   s even  
s t a t u t o r y   a u t h o r i t i e s  i s  expected t o  dwindle  from M$79 m i l l i o n   i n  1971 
t o  ~ $ 6 9  m i l l i o n   i n  1972 as surpluses  from the   p rof i tab le   agencies  may 
decl ine and d e f i c i t s  from the  other   agencies  may increase.  

1. 

v. 
" 
Money and Credit 

Money sxpply 

The money supply  increased a t  a slower rate i n  1971 (Table 12 and 
Appendix  Table X ) .  T'nis decelerat . ion  par t ly   ref lected  the  s lackening 
of o v e r a l l  economic  growth  during the   year .  For the first time since 
1967, the  rete of   the   increase   in  money supply on the  year-end  to   year-  
end basts vas smaller than the r a t e   o f  economic  growth. However, on an 
average  end-of-month basi$ ,snd  also  acijusted  to  exclude demand dzpos i t s  
held  by  finance  conpanies:,g the rete of  iilcrease i n  money a q p l y  i n  
1971 would be l a rge r   t han   t he  rate of economic  growth. 

The increase  of M$79 m i l l i o n   i n   t h e  money supply i n  1971 was solely 
gegerated by the expansion of ~$448 mil l ion   of   ne t  bznk  cred.it t o   t h e  
pub l i c   s ec to r . . g  Bank c red i t   t o   t he   Fede ra l   Govermen t   done   i nc reased  

~~ 

1/ An excep t iona l   f ac to r   i n  t.he las t  tVo yeers wcs the  sica-ble 
build-up  of  finance  companies' demand deposi ts  with t h e  commercial banks 
i n  1970, and a similar s i z z b l e  drawdown i n  1971. These  finance com- 
panies which a r e  known i n   k l a y s i a  as "borrowing  companies" spec ia l i ze  
in   extending  hire   purchase  loans.  

2 /  Adjusted t o  exclude  proceeds  of  foreign  market  loans  obtained  by 
t h e  Government and   the   t ransfer   o f  Bank N e g a r a ' s   p r o f i t   t o   t h e  Govern- 
ment as such  funds would not  have  any  domestic  monetary  impact. The 
adjusted figures, t h e r e f o r e ,   d i f f e r  from  those  given  in Appendix 
Table X. 
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Table 12: Malaysia:  Percentage Changes i n   t h e  Money Supply  and GNP 

Money SupFly 
Decel;lSer Adjusted 

cur ren t   p - ices  December average 
GNP . a t  & l/O end-of -month 

3.6 
9.4 
6.4 
4.1 

11.3 n.a. 
13.3 n.a. 
7.8 7.5 
3.8 7.1 

Source: Data Dbtairxcl  during  the 1972 consul tz t ion  discuscions.  

by as much as ~$481 mill ion,   but  it was p a r t l y   o f f s e t  by  the  contract ion 
of bank credit of M$33 mi l l i on  to S t a t e  Governments. The monetary 
impact  of  other  sectors was contractionary as shown below ( i n  M.$ mil l ion )  : 

Pr iva te   s ec to r  -129 
Bank c r e d i t  ( +326) 
Quasi-money (-455) 

External   sector  -119 
Others - 121 

The outs tanding  level   of  money supply of M$2,15l mil l ion a t  t he  end of 
1971 was equivalent   to   about  17.7 per   cent  of the   g ross   na t icna l   p ro-  
duc t   in  1971. The r a t i o   o f  money supply t o  GNP moved upward s t e a d i l y  
from 16.9 pe r   cen t   i n  1968 t o  17.7 per  cent i n  1970 and  stagnated i n  
1971 (Appendix  Tzble X I ) .  

In   the  f i r s t  quarter  of  1972, money supply  expanded  by  zbout M$46 
mil l ion   or   2 .1   per   cen t .  The fac tors   cont r ibu t ing   to   the   expans ion   fo l -  
lowed c l o s e l y   t h e   p a t t e r n  of 1971,that i s ,  ne t  bank c r e d i t   t o   t h e   p u b l i c  
s ec to r  was the  sole  expansionary  force.  Bank c r e d i t   t o   t h e   p r i v a t e  
sec to r  was more than   o f f se t   by   t he   i nc rease   i n   p r iva t e  quasi-money 
and the   ex te rna l   s ec to r  was contractionary.  

2.  Monetary po l i cy  

As mentioned in   t he   p reced ing   s ec t ion ,   t he   i nc rease   o f  bank c r e d i t  
t o   t h e   p r i v a t e   s e c t o r   f a i l e d   t o  match the  expansion of pr iva te   quas i -  
money i n  1971 and  thus far  i n  1972. The s l acken ing   i n   p r iva t e   s ec to r  
borrowings  from  the  banking  system  reflected  the slowdown i n   p r i v a t e  
economic a c t i v i t y  as ev idenced   by   the   s l igh t   d rop   in   the   g ross   p r iva te  
capi ta l   format ion   in  1971 i n   c o n t r a s t   t o   t h e  40 p e r   c e n t   r i s e   i n  1970, 
and a f a l l  of 2.5 per   cen t   in   expor t   earn ings   in  1971. Furthermore, 
t h e   s u b s t a n t i a l  increase i n   t h e   l i q u i d i t y  of t h e   p r i v a t e   s e c t o r  
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generated by increased government 
reduced  the  credi t  demands of   the  
Holdings  of ,pr ivate   f ixed  savings 

spending  and  disbursements  also 
p r ivc t e   s ec to r  on commercial  banks. 
and other  deposits  increased  by 

M$456 mi l l ion   (22   per   cen t )   in  1971, which was the   h ighes t   ra te   o f  
i nc rease   i n  any year   s ince 1960. The p r iva t e   s ec to r   l i qu id i ty ,   de f ined  
as money supply plus p r iva t e  quasi-money,  rose  from 35.7 per  cent  of 
GNP at t h e  end of  1970 t o  38.7 per cent  of G.NP at the  end  of 1971. There 
was a l s o  a f a l l  i n   t h e   v e l o c i t y  of c i r cu la t ion  of  bank d z p o s i t s   i n  1971 
re l a t ive ly   t o   t he   p reced ing  two years   as  shown below. It was t h e  con- 
cern   o f   the   au thor i t ies   about   the   h igh   l iqu id i ty   o f   the   p r ivz te   sec tor  
and t h e  baniring  system  and t h e   f a i l u r e  of t he   p r iva t e   s ec to r  t o  s t e p  
up investment  that  provided  the  background f o r  the   acce le ra t ion  of 
government  spending i n  1971 and the  adoption  of a number of monetary 
measures i n  1971 a d  e a r l y  1972. 

Velocity of Ci rcu la t ion ,  Monthly  Average A/ 

Demand Deposits 
and Overdrafts  Savings  Deposits 

1969 1.83 0.14 
1970 1.68 0.13 
1971 1.63 0.12 

Smrce:  Data GbtaiLecl durlng  the  1972  consultation  discussions.  
I/ Ratio of deb i t s  t o  the  outs tanding amount at the  begiming  of   the 

month. 

Since  there  has been no in t en t ion  on t h e   p a r t  of t h e   a u t h o r i t i e s  
to   discourage  credi t   expansion,  and  given t h a t   a c t u a l   l i q u i d i t j r   r a t i o s  
have  been  consistently  far above t h e  minimum required  by  the  Central  
Bank:, the  reserve  requirements  against  bank deposits  have  remained 
unchanged i n  1971 and thus  f i n  1972, and have  not  been  activated as 
a credi t   control   inst rument .  The 5 per  cent  cash  reserves  and  the 
50 per  cent  reserves  against   savings  deposits  have  always  been  observed. 
The ac tua l  monthly  average  l iquidity  ratio,   as  against   the 20 per   cent  
statutory  requirement,  moved up  from  29.1  per  cent  in  1970  to 31 per  
c e n t   i n  1971, and 33.6 per   cen t   i n   t he   f i r s t   qua r t e r   o f  1972 
(Appendix  Table XII). A s  the  demand for   loans  from  commercial  banks 
s lackened,   banks  increased  their   holdings of l iquid  investments ,   par-  
t i cu la r ly   Treasury  bi l ls  and government s e c u r i t i e s  which rose  by ~$180 
mill ion (34 per   cen t )  and  by M$130 mil l ion  (171 per   cen t ) ,   respec t ive ly ,  
from December 1970 t o  March 1972. 

~ ~~~ 

1/ The required minimum cash  reserves,   reserves  against   savings 
deposi ts  and t h e   l i q u i d i t y   r a t i o  of  banks and t h e i r   r e q u i r e d  Composi- 
t i o n s  were described i n  SM/71/168, 7/8/71, pp.  40-41. 
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In  order  to  encourage  comnercial   banks  to  channel more c r e d i t   t o  
p r i o r i t y   s e c t o r s  as spec i f i ed  i n  t h e  developDent p l a n ,   t h e  Government 
reduced  the rates o f   i n t e re s t   fo r   T reasu ry   b i l l s  on four  occasions between 
March 1971 and  January  1972  (Appendix  Table X I I I ) .  T o t a l   r e d u c t i m s  
m o u n t e d   t o  1 1/8 percentage  points  for  Treasury  bil ls   of  three  mcnths,  
one pe rcen tage   po in t   fo r   b i l l s   o f   s ix  months,  and 7 / 8  percentzge  point 
f o r   b i l l s   o f   n i n e  months  and of ol?e year.  T5e p reva i l i ng   T reasu ry   b i l l  
rates range  from 4 p e r   c e n t   f o r   b i l l s  of t h r o e  months t o  4 5/6 per  cent 
f o r   b i l l s   o f  one  year, which are lower  than  those  in  the  celghboring 
countr ies .  The lower ing   of   the   b i l l  rateswas also actuated by t h e  
need to   discourage  inf low of  specu la t ive   cap i t a l  as a r e s u l t  of i n t e r -  
nat ional   monetary  uncertaint ies .  

While short-term  Treasury b i l l  rates were reduced,  the  authoritFes 
have e i ther   main ta ined   or   increased   the   in te res t  rates on longer-term 
government s e c u r i t i e s   t o  make them more a t t r a c t i v e ,   p a r t i c u l a r l y   t o   t h e  
non ins t i t u t ionz l  and  noncaptive  segment of the   marke t .   In te res t  rates 
for  the  3-year,   5-year and 12-15 year  Federal Government s e c u r i t i e s  have 
been  maintained a t  5 3/4  per  cent,  6 per   cent  end 6 1 /2   per   cen t  
r e s p e c t i v e l y ,   i n  1971 and thus far  i n  1972. The i n t e r e s t   r s t e   f o r   t h e  
10-year  government securities we5 r s i s e d  from 6 l / h  per   cen t   t o  6 1 /2   per  
cent on March 15, 1972  with  the  iscue  of   the  f i rs t   goverrment   loan  for  
t he   yea r .  The 20-year  government s e c u r i t i e s ,  which  were  discontinued i n  
1969, were a l so   re in t roduced   in  March 1972,  ca,rrying an i n t e r e s t  ra te  of 
7 per  cent compared with rates of 6 1/4 per   cent   that   prevai led  during  the 
period end-1967 t o  mid-1969. 

With a view to   s t imula t ing  deniand f o r  bank c r e d i t  and to encourage 
pr ivate   investment ,   the   authori t ies   reduced  the m i n b m  general  lending 
rate of  cammercial  banks  from 8 pe r   cen t   t o  7 1 / 2  per   cent ,  and the  minimum 
preferen t ia l   l ending  rate f r G m  7 1/2 per   cen t   t o  7 per   cent  as of  January 1 9 ,  
1972  (Appendix Table X I V ) .  The p r e f e r e n t i a l  r a t e  i s  applicable  for  advances 
to  Federal   and  State  governments,   public  authorit ies,   and  for  advances 
against   mlmicipal   securi t ies  and agricul tural   produce.   In   order  t o  main- 
t a i n  a reasonable   interest   margin  for   banks,   the   authori t ies   a lso  reduced 
on  the same d a t e ,   t h e   i n t e r e s t  rates fo r   f i xed   depos i t s   w i th   comerc ia l  
banks  by 1/2  percentage  point   for   f ixed  deposi ts  of 3-month,  6-month9  and 
9-month maturi ty ,  by 1/4 percentage  point  for  f ixed  deposits  of  1-year , 
2-year,  and  3-year  maturity.  Previously,  ficance  companies were allowed 
t o  pay i n t e r e s t  on f ixed  deposi ts  a t  one  percentage  point  higher  than  that  
of c o m e r c i a l  banks i n  a l l  matur i ty   categories;  from  January 19 ,  1972 t h e  
interest  d i f f e r e n t i a l  was reduced t o  3/4 of  one  percentage  point. 

The monetary  authori t ies  have  used  moral  suasion t o  channel more bank 
c r e d i t   t o   p r i o r i t y  areas such as a g r i c u l t u r e  and  manufacturing. Banks are 
also  being  encouraged  to   enlarge  their   term  loans  of  more than one year  
as they are regarded as a more s u i t a b l e  form  of medium-term f inanc ing   for  
i n d u s t r i a l  development. The  Bank Negara  has  also  been  conducting  seminars 
f o r  banks i n   o r d e r   t o   f a m i l i a r i z e   t h e   l a t t e r   w i t h   t h e   o b j e c t i v e s  of t h e  
a u t h o r i t i e s  i n  r e g a r d   t o   t h e   d i r e c t i o n  of Sank c r e d i t .  
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3. Central  Bank operations - 

D u r i n g  1971,   net   foreign assets of t h e  Bank Negara increased by M$217 
m i l l i o n   t o   t h e   l e v e l   o f  M$2,381 mi l l i on  a t  t h e  end of t h e  year (Appendix 
Table XV). The increase of net   foreign assets was more than  accounted 
f o r  by the  Federal  Government's  foreign  market  borrowirlgs of ~ $ 2 8 6  n - i l l i o n  
i n   t h a t   y e a r .  A s  currency  issue  stcod a t  M$1,145 mil l ion  a t  t h e  end of 
1971, it was t he re fo re  acre than  ful ly   covered by externa l   reserves .  1/ 
Also as a r e s u l t  of credi t ing  proceeds  of   foreign nerket loans   t o   t he -  
government deposit   account,   net   claims on  Goverment  decreased i n  1971, i n  
c o n t r a s t   t o   t h e   i n c r e a s e   i n  t.he previous  year .   Thus,   the   pat tern of 
c rea t ion  of reserve money i n  1971 seemed t o  have  returned t o  t h e  same as 
prevailed  before  1970, the expansionary  effect  from t h e   i n c r e a s e   i n   n e t  
foreign assets be ing   of fse t  by the con t r ac t iona ry   e f f ec t  from a decrease 
in   net   c la ims  on Government.  Reserve money increased by 7.5 p e r   c e n t   i n  
1971, compared with  the  increase  of  9.6 pe r   cen t   i n  the  previous  year.  

4. Operat ions  of   comercial  banks 

I n  s p i t e  of increased bank l i q u i d i t y  i n  1971, colrmercial banks' loans 
and  advances t o  t h e   p r i v a t e   s e c t o r  rose by ~ $ 3 2 6   m i l l i o n  (14.6 pe r   cen t )  
t o  the  l e v e l  of M$2,572 mi l l i on ,  which was s i g n i f i c a n t l y  smaller than the 
r i s e  of M$404 mill ion  (22  per   cent)   in   1970 (Appendix Table X V I )  . Loans 
for   rubber  and t i n  and thetr   by-procucts  declined by  cbout  15  per  cent,  
while  l oans   fo r   p rac t i ca l ly  a l l  other   categories   increased.  The share  of 
loans  for   the  manufactur ing  industr ies   reached  a lmost   21.5  per   cent   of  
t o t a l   l o a n s   i n  1971, compared with a l i t t l e  over 1 9 . 5  per  cent  in  1970 
and  about 1 5  p e r   c e n t   i n   t h e  mid-1960s. On the   o ther   hand ,   the   share  of 
loans f o r  foreign and domest ic   t rade   d ropped   to   l ess   than  30 per   cent  of 
t h e   t o t a l   i n  1371, compared with 32 per   cent   in   1970  and  the  high  of   over  
37 pe r   cen t   i n   t he  mid-1960s. The share of l o a n s   t o   t h e   a g r i c u i t u r a l  
s ec to r  was over 10 per  cent  of  the  total   in  both  1970  and 1971, compared 
with 7 t o  8 pe r   cen t   i n   t he  mid-1960s (Appendix Table XVII). 

While t h e  growth  of  commercial  banks'  loans  and  advances  slowed down, 
ava i lab le   resources   to   the  banks increased  sharply as time  and  savings 
depos i t s   o f   the   p r iva te   sec tor   rose  by iu1$437 mi l l i on  (21.4 p e r   c e n t )   i n  
1971.  Furthermore,  the growth of time deposi ts  was mainly in   r e spec t   o f  
those   wi th   re la t ive ly   longer   matur i t ies .  T h s  whereas  about 31 per  cent 
of t h e   t o t a l  time depos i t s   in   1970 had a matur i ty   per iod   of   one   year ,   in  
1971 more than 38 per  cent  of time depos i t s  were h e l d   i n   t h e  one-year  and 
above  categories. The r educ t ion   o f   t he   i n t e re s t   r a t e s   on  time depos i t s  
of  banks on January  19,  1972 d id  not aampen t h e  rate of t he   i nc rease  of 
such  deposits.  During the  first quarter  of  1972,  time  and  savings  deposits 

1/ Legally,   the Bank Negara i s  required t o  maintain a minimum foreign 
exzhange  cover  of  80  per  cent  but i n   p r a c t i c e   t h e   f o r e i g n  exchange  cover 
has  been  maintaified a t  well over 100 per  cent  since  Malaysian  currency was 
first i s s u e d   i n  1967. I n  1971 t h e  actual   foreign  exchange  cover   for   the 
Malaysian  currency amounted t o  about  170  per  cent.  See s~/71/168, p.  43 
f o r  the legal  requirement.  
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again  increased by ~ $ 1 8 6  m i l l l c n ,  o r  a t   the   annual   ra te   o f  30 per   cent .  
The share of  deposits  with  maturit ies  of one  year  and  longer rose t o  
almost 41 per  cent  of  tot21 time deposi ts .  Bank c r e d i t   t o   t h e   p r i v a t e  
sector   increased by M$129 mi l l i on ,  and  investments i n  Treasury bills and 
government secur i t ies   increased  by M$98 mil l ion.  The r a t e   o f   i nc rease   i n  
bank c r e d i t   t o   t h e   p r i v a t e   s e c t o r  s t i l l  f e l l  behind  the rate of  increase 
i n  banks'  investment i n  government s e c u r i t i e s .  The r a t i o  of l i q u i d  assets 
t o   t o t a l   d e p o s i t s   o f  banks r o s e   f u r t h e r  f T O =  33.5 per  cent a t  the  end of 
1971 t o  33.9  per cent, a t  t h e  end of March 1972. 

In   r e sponse   t o   t he   d i r ec t ives   o f   t he   Cen t ra l  Bank t o  extend some 
c r e d i t   i n   t h e  form of term loans ,   t h i s   ca t egory  of commerciczl bank c r e d i t  
doubled  between  1970  and 1971 reaching 11.6 per cent; of t o t a l  Sank 
c r e d l t .  Loans  and  advances i n   t h e  form of   overdraf ts   are  s t i l l  an 
important component of bank c r e d i t .  A t  t h e  end  of 1971, unut i l ized  over-  
draft l i n e s  were  zbout  one fourth  of   the   tots1  credi t   extended 5y banks 
(Appendix Table XVIII). In   o rder  t o  encourage t h e   u s e  of discount 
f a c i l i t i e s  which  have r a r e l y  been  employed, a p i l o t  scheme w8s ac t iva t ed  
involving  one bank for   the   red iscount ing   of   in land   b i l l s  of exchange 
covering  the  purchase  of paddy by r i c e   m l l l e r s .  The cmmercial  bznks 
were  given a limit of M$1 millim with which it could  rediscount  with 
Bank Negara a t  5 112 per   cent   against  i t s  d iscomt   paper  of 7 1/2 per 
cent rate of i n t e r e s t .  So far,  about 75 per  cent  of  the  rediscount 
limit has  actually  been  used. The ccr?.ing i n t o  f u l l  operation or' two 
merchant  banks i n  t h e  next two years  might  encourage more use  of  discount 
f a c i l i t i e s .  

5 .  Money market 

Money market rates eased   in  1971, reflecttip4 mainly  the  enforced 
l i q u i d i t y   o f  commercial  banks,  and t o  2 l e s s e r   e x t e n t   t h e   s e r i e s  oI" 
downward adjustments   in   Treasury  bi l l  rates (see   the  "Monetary policy" 
sect ion and  Appendix Tables XI11 and X I V ) .  The call rooney ra te ,  which i s  
t h e   r a t e  at which the  discount  houses borrow  from  banks,  declined  from 
4 per  cent i n  1970 t o  3.5 pe r   cen t   i n  1971, calculated on an z;verage 
weekly bas i s .  The da i ly   average   ra te   for   overn ight  money in   i n t e rbank  
t ransact ions  a lso  decl ined from 3.8 pe r   cen t   i n  1970 t o  3.6 per   cen t   i n  
1971. 

A second  discount  house started operations i3 October 1971. Total  
deposits  accepted by t h e  two discount  houses  rose  from "440 mil l ion  a t  
t h e  end of  1970 t o  M$70 n i l l i o n  st t h e  end of 1971. A s  a r e s u l t  of t h e  
higher volume of   despoi ts ,   pwchases   of   Treasury  bi l ls  and  government 
secu r i t i e s   w i th  a remaining l i f e   t o   m a t u r i t y   o f  up t o   t h r e e   y e a r s  
increased by over 60 pe r   cen t   t o  M$491 n i l l i o n ,  and s a l e s   o f   s e c u r i t i e s  
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a l s o   r o s e  by 40 pe r   cen t   t o  M$420 m i l l i o n   i n  1971. I n   t h e  first qua r t e r  
of  1972,  the  average  monthly  deposits  of  discaunt  houses  continued  to 
rise t o  a high  of ~ $ 8 2   m i l l i o n .  The predominant c a l l  money rate went 
f u r t h e r  down t o  3.2  per  cent, and t h e   r a t e  for interbank  overnight money 
dec l ined   to   3 .3   per   cen t .  

6. Capital  market 

a. Govermext - securi t ies   market  

The issue  of  government loans  has  been  the  most  important  source 
of  f inance  for  the  developnent  plan.   In 1971, the   Federa l  Government 
raised three loans amounting t o  M$635 mi l l i on  which was about 55 per 
cent   l a rger   thm  the   average   annual   i s sues   o f  new loans of M$410 m i i l i o n  
i n  1968-70; near ly  90 per   cent   of  the new i s s u e s   o f   ~ $ 6 3 5   m i l l i o n  was 
wi th   matur i t ies  of f ive   yea r s  or more. I n t e r e s t  rates on  these 
s e c u r i t i e s  were  maintained a t  the   p rev ious   year ' s   l eve ls   (5 .75   p-  ar cent  
fo r   t h ree -yea r   s ecu r i t i e s ,  6 per   cent  for f ive-year   seccr i t ies ,   snd  
6.5 per   cen t   for  12- t o  15-year s e c u r i t i e s ) .  About 47 per  cent  of the 
new i s sues  was subscribed by the  Fhployees  Provident  Fund,  the  principal 
holder   in   the  ' ' capt ive  funds"  sqment   of   the   goverrment   secar i t ies  
market. 1/ Commercial banks,  which  subscribed t o  M$3 mi l l i on  or 1 per  
cent  of Kev government i s s u e s   i n  1970, took ~$116 mil l ion  of 18 .per   cent  
of t h e  new issues   in   1971.  Th i s  was a t t r i b u t e d   t o  the  increased 
l i q u i d i t y   o f  bar.ks and the  reduct ion  of  the Treasury b i l l  rates. Com- 
mercial  banks,  insurance  companies  and  discount  houses  invested  mainly  in 
t h e  three- to   f ive-year   secur i t ies ,   whi le  t h e  Ehployees  Provident Fund 
inves ted   in   the   locg- te rn   secur i t ies .  

In  March 1972, the  Federal  Government raised a loan  of M$150 mil l ion ,  
which was oversubscribed  and amounted t o  M$230 m i l l i o n .   I n   a d d i t i o n  
t o   t h e  normal   three-year ,   f ive-year ,   and  ten-year   securi t ies   total ing 
~ $ 5 2   m i l l i o n ,  a new 20-year secur i ty   car ry ing   an   in te res t  rate of 7 per  
cent  was issued  with a t o t a l  amount of M$l78 mi l l i on .  O f  the  outstanding 
M$4,227 mi l l i on  of  government s e c u r i t i e s  a t  the  end of March 1972, 
about 58 per  cent was held by t h e  Employees Provident Fund, 10 per cent  
by  commercial  banks, 1 4  per  cent by the   Federa l  and l c c a l  governments 
and the i r   agenc ie s ,  7 per  cent by Post  Office  Scvings  Banks, 2 per  cent 
by t h e  Bank Kegara,  and the  remaining 9 per   cent  by other  provident  funds,  
companies  and individuals  (Appendix Table X I X )  . 

b. Corpora te   secur i t ies  market 

In  1971, there were 1 4  new corpora te   i s sues  amounting t o  M$45 
mil l ion.   Six  r ights   issues   accounted for 67 per  cent of the t o t a l  
amount,  while s ix   pr ivate   placements   took up 19 per  cent  and two publ ic  

1/ See  ~1~1/71/168  for details  of  the  "captive  funds ." " - 
- 



- 38 - 

issues  accounted f o r  the  remaining 1 4  per   cen t   o f   the   to ta l .  The  amount 
r a i s e d  from t h e   p r i v a t e   s e c t o r   i n  1971 represented  only 3.4 per  cent of 
the  es t imated gross p r iva t e   cap i t a l   fo rua t ion   i n   Ma lays i a ,   s l i gh t ly   h ighe r  
t han   t he  3.2 per  cent  estimated for 1970. 

Trading of corporzte  shares  on  the  Stock Exchange of  Malaysia was 
buoyant i n  1971 with  the  total   value  turnover   of  l!K$934 mil l ion,   an 
increase of 25 per  cent  over  the  previons  year.   Several  improvements i n  
the   l i s t i ng   p rocedures  were adopted i n  1971, including  the  requirement 
f o r  companies  seeking l i s t i n g   t o   d i s c l o s e  more information on t h e i r  
business affairs and  allowing  private  placements t o  be  undertaken  by 
f i n a n c i a l   i n s t i t u t i o n s .  The  Malay Stock Exchange , which comnenced 
operations  in  October 1970 and s p e c i a l i z e s   i n  Malay coupany trrzns- 
act ions  for   the  indigenous community,  had a turnover of M$1 mill ion  with 
shares of f i v e  Malay companies  quoted on t h e  Exchange. 

7 .  - Other   f inancial   ins t i tut iom&/ ." 

a. Employees Drovident Fund (EPF) 
_I "___. "" "- 

A s  a r e s u l t  of the  extension of membership  coverage  and t h e  removal 
of the   cont r ibu t ion  limit i n  l a t e  1970, the  nmber   of   contr ibutors   rose 
by 6 p e r   c e n t   t o  2 .2  mil l ion  persons  and  the  contr ibutors '   balances 
increased by 14 per   cen t   t o  MrS2.5 b i l l t o n   i n  1971. Total  investments of 
t h e  Fund also  increzsed by 14 p e r   c e n t   t o  M$2.5 b i l l i o n ,   c o n s i s t i c g  of 
M$2.3 b i l l i o n  (93 per   cen t )  of domestic  government  securiti.es M$@ 
mil l ion   of   loans   to   bu i ld ing   soc ie t ies ,  and l o c a l  government and foreign 
s e c u r i t i e s  and  others. The  Fund i s  not   on ly   the   p r inc ipa l   subscr iber   to  
government loans  but   a lso makes advance  subscr ipt ions  before   the  actual  
i s sues  - 

b. Finance  companies - "" . 
In  1971, finance companies  completed t h e i r  f i r s t  year of operat ion 

wi th in   the  framework of regulatory  measures  prescribed by the  Central  
Dank. Accordingly,  public  confidence  in  the  finance  conipanies 
s t rengthened  and  resul ted  in  a remarka?kde increase   in   depos i t s   wi th   these  
companies. FroE t h e  end  of 1969 t o   t h e  end of 1971, time  and  savings 
deposits  with  the  f inance companies  increased by about 78 p e r   c e r t ,  more 
than  twice as fast as t h e  35 per  cent  increase of sucn depos i t s   wi th  
the  cormercial  banks (Appendix Table XX). Time and savings  deposits  with 
the   f inance  companies amounted t o  about 1 6  per  cent of such   depos i t s   v i th  
commercial  banks i n  December 1369, b u t   r o s e   t o  21 per  cent by t h e  end  of 
1971. During the  f i rs t  quarter  of 1972, deposits  with  f inance companies 
"" L_"- """___~. ~~ 

See SM/71/168, pp. 50-53 for more details .  
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r o s e   f u r t h e r  by 9 per   ccct  as against   an  increase  of  6 pe r   cen t   i n  time 
and  savings  deposlts  with  commercial   banks,   in  spite of the  reduct ion 
of t h e   i n t e r e s t   d i f f e r e n t i a l   ( h i g h e r  rates o f fe red  by finance  companies) 
from  one  percentage  point t o  three quarters  of  one  percentage  point  on 
January  19,  1972. 

The increase  in   f inance  compznien '   resaurces   (deposi ts ,   capi ta l   and 
reserves   and  borrowings)   hes   been  ut i l ized  in   a lmost   equal   par ts   for   the 
extension  of  loans  to  customers and fo r   depos i t s   w i th  commercial banks. 
From December 1969 t o  December 1971, resources  of  f inance companies 
increased by about M$278 mil l ion,   while   lcans  to   customers   increased by 
M$155 mil l ion  and deposits  with  banks by M$154 m i l l i o n .   I n   t h e  first 
qua r t e r  of 1972,  resources  increased by over M$45 mil l ion ;   t he   i nc rease  
i n   l o a n s  of M$27 mil l ion  was somewhat faster than   the   increase   o f  
M$20 mi l l ion   in   depos i t s   wi th  commercial  banks. 

C .  Other   ins t i tu t ions  -" 

Post  Office " Sevings Banks? depos i t   baknces   increased  by !4$24 
mi l l ion   (9   per   cen t )   in   19717ccmpsred   wi th   the   increase   o f  W$14 m i l l i o n  
( 5  per   cen t )   i n   1970 .  About 95 per cent  of t h e i r   t o t a l   i n v e s t m e n t s  of 
M$312 m i l l i o n  was in   goverment   secur i t ies   and   the  rest i n   s t e r l i n g  and 
Singapore  securi t ies  at the  end of 1971. Total  assets o f   l i f e   i n su rance  
companies increased by about   13   per   cen t   in  1971, conptired  with  a'bout 
12  per   cent   in   1970.  Of their   investments  of M$194 mil l ion  outs tanding 
i n  September  1971,  about 5 5  per  cent was i n   c o r p o r a t e   s e c m i t i e s   a n d  
45 pe r   cen t   i n  government s e c u r i t i e s .  

The to t a l   r e sources  of t h e  Ma.laysian I n d u s t r i a l  Development Finznce 
Berhad (MIDF) rose  by ~$61 mil l ion  (62 per   cen t )  tOM$160 mi l l i on  a t  
t h e  end  of  1971. About 88 per   cent  of MIDF's t o t a l   r e sources   cons i s t ed  
o f  long-term  borrowings  from  the  Federal  Government,  the IERD, t h e  AsDB, 
and  Frezch  and German f inanc ia l   i n s t i t u t ions .   Ou t s t and ing  medium- and 
long-term  loans  increased  sharply by 65 pe r   cen t   i n  1971, and  reached 
M$134 mil l ion  a t  t h e  end of March 1972. Credits for  the  non-estate 
r u r a l   s e c t o r  have  been  provided by the   Agr i cu l tu ra l  Eank of  Malaysia, 
which received M$g mi l l i on  of l o a n   c a p i t a l  from the  Federal  Government 
i n  1971. The  Bank issued pad6y loans   to   2 ,293  farmers i n   t h e  1970/71 
main  crop  season  and t o  7,833  farmers i n   t h e  1971/72 main crop  season. 
Loan operat ions  are   a lso  being  extended  to   tobacco  producers ,   l ivestock 
and  chicken  production, and trawler f i s h i n g   p r o j e c t s .  The Council  of 
Trust  for  Indigenous  People ( P W _ - ? )  was a l loca ted  M$38 m i l l i o n   i n   g r a n t s  
and  loans  from  the  Federal Government t o   p r o v i d e   a s s i s t a n c e   t o  
indigenous  entregreneurs   through  joint   ventures ,   loans,   t ra ining  pro-  
grams,  and  advisory  services. A t  t h e  end  of 1971, outstanding  loans 
amounted t o   ~ $ 2 6   m i l l i o n ,   j o i n t   v e n t u r e   i n v e s t m e n t s   t o t a l e d  M$9 mi l l i on ,  
and  investments  for i t s  own undertskings amounted t o  ~ $ 3 4  mi l l i on .  

"" 
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VI. 
1. Balance  of 'ti avments 

External  Sector 

a. Introduct icn 

The Malaysian  balance of payments  recorded  an  overall  surplus  of 
M$185 m i l l i o n   i n  1971 ( inc luding   the   a l loca t ion   of  SDRs equ iva len t   t o  
~$61 mil l ion )  , which was higher compared to 1970 (M$122 mil-lion)  but 
percept ib ly   lower   than   the   surp lus   o f  M$527 n i l l i o n   i n  1969 (Table 13 ) . 
The ba lance   o f   t rade   de te r iora ted   in  1971 with  export  proceeds  declining 
by 3.5 per   cent  compared t o  1970 while   iaports  were marginally  higher 
t han   i n  1970. This   de te r iora t ion ,  combined with a l a r g e r   d e f i c i t  on 
services   and  t ransfers   account ,   produced a cu r ren t   accoun t   de f i c i t  
(M$95 m i l l i o n )   f o r   t h e  f i r s t  tins since 1967, which was, however, more 
t h m  compensated by a net   long-term  capi ta l   inf low  of  14$522 mi l l i on ,  
which l a r g e l y   r e f l e c t e d   r e c e i p t s  from  Federal Government foreign 
market  loans. 

b.  Merchandise  exnorts 

Merchandise  exports  declhled  by 3.5 p e r   c e n t   t o  K$4,925 n i l l i o n   i n  
1971. This compared with  the 2.4 per  cent  increase i n  expor t s   in  1970. 
The poor  export  performance i n  1971 r e s u l t e d  from  concurrent  declines 
in   t he   va lue   o f  a number of   leading  exports ,   including  especial ly  
rubber ,   t in ,   t imber   and  i ron  ore .  On the  other  hand,  sone  exports,  
n m e l y  paLn oil and  petroleum  recorded  substantial  increases. An 
ana lys i s   o f   the  month-to-month movements in   expor t s   rece ip ts   (ad jus ted  
for seasona l i ty )  shows tha t   expor t   r ece ip t s   t ended   t o  move upward during 
t h e   e a r l y  months of 1971. From about May 1971, and  during the remainder 
of 1971, the   t r end  was s t eep ly  downward. Preliminary  data for t he  f i r s t  
two  months of  1972 i nd ica t e   t ha t   t he re   has  been a s l igh t   r eccve ry   i n  
monthly  export  earnings. 

Malays ia   has   t rad i t iona l ly   re l ied  on exports of a small number of 
primary  products  directed t o  a r e l a t i v e l y  small group  of  countries. 
But there  has  been a percept ib le   reduct ion   in   the   degree  of concentra- 
t i o n  of exports by  corrxcodities s ince  1960 (Table 14) ; t h e   r e l i a n c e  on 
rubber  and t i n ,  i n  p a r t i c u l a r ,  have  been  reduced,  and  other  ex2orts 
such as palm o i l ,  petroleum, and r:cnufactures "laire expanded. On tllecother 
hand,  the  degree of concentration WIOEE export markets appears t o  have 
remained v i r t u a l l y  uncharged  over  this  period. However, t h i s   s t a b i l i t y  
in  the  degree  of  export   market  concentration  conceals a changing  pattern 
i n s o f a r  as exports   to   the  United Kingdom, India,   Indonesia  and West 
Germany have  declined  in  relative  importance  while  Japan,  the  Netherlands,  
the   Uni ted   S ta tes  and  mainland  China  have  absorbed  increasing  shares  over 
t he   pe r iod  (Appendix  Table XXI) . Besides   divers i f icat ion  of   exports ,  
t h e   o t h e r   f a c t o r   t h a t   h a s   c o n t r i b u t e d   t o   t h e   v i a b i l i t y   o f   o v e r a l l   e x p o r t  
performance  has  been  the  tendency,  sometimes  possibly  fortuitous,  of 
t h e  f a l l  in  export  earnings  from  one commodity i n  a given  year  beilrg 
offset   by  gains   in   another   export  commodity. 
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Table 13 . Malaysia: Summary of Balance  of  Payments, 1967-71 

( In   mi l l i ons  - of  Malaysian d o l l a r s )  

A.  

B. 

C. 

D .  
E. 

F. 
G .  

H. 

Goods and serv ices   (ne t )  
Merchandise t r ade  ( f . o .b . ) 

Exports 
ImportsY 

Trade  balance 

Services   (net)  

Transfer  payments (ne t )  
P r iva t e  
Official  

Nonmonetary c a p i t a l   ( n e t )  
Pr ivate   long-term  capi ta l  
Government loans 
Othe r   o f f i c i a l   cap i t a l  2l 
Sta tu to ry   au tho r i t i e s  

Errors  2nd ocilssions 
Overal l  payments s v s l u s  o r  

d e f i c i t  ( - )  ( A  through D) 

Allocation of SDRs 
Tota l  ( E  p lus  F) 

Monetary movements ( increase - )  
IMF accounts 
Net fc re ign   asse ts   o f   Federa l  

and S ta t e  Governments and 
p b l i c   a u t h o r i t i e s  

Net foreign  reserves  of 
monetary au tho r i t i e s  

Net foreign  reserves  of 
c o m e r c i a l  banks 

Holdings  of SDRs 

12 4 

3,679 

475 

-351 
- 142 

-3,204 

q 
43 
- 58 

13 0 
- 102 
-23 
53 

-296 

-256 

- 

-256 
256 
-35 

- 
- 

192 

- 92 

191 

862 

4 , 986 
-3,522 

1 , 464 

-602 

- -179 
-2 09 

30 

2 93 

14 7 
- 13 
19 

-449 

527 " 

- 527 
-527 
7 

- 

102 

-495 

- 126 

314 

5 , lo6 
-4 , 169 

93 7 

-623 

- 183 
-139 

16 

15 0 
iZ3 

-4 
-8 
2 

- 

-223 

" 58 

- 

64 
122 

- 122 
- 

-47 

44 

-31 

-16 
-72. 

78 

4,925 
-4,194 

73 1 

-653 

- 173 
-i88 

15 

522 rn 
334 

20 
8 

- -303 

12 4 - 
61 
- 185 

-185 
7 5  

24 

-252 

68 
-61 

Source:  Department  of S ta t i s t ics ,   Malays ia .  
Department  of S t a t i s t i c s ,  Malaysia. 
Includes noninonetary gold.  

3f Covers  mainly movements of Treasury b i l l s  issued  by  the  Malaysian 
Government t o  commercial  banks i n  Singapore. 
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Rubber  exports  declined  by 15.3 p e r   c e n t   t o  M$1,460 m i l l i o n   i n  
1971, following a sin;ilar fall i n  1970 (Table 15 ) . Since  the  export  
boom year  of 1969, the   share   o f   rubber   expor t s   in   to ta l   g ross   expor t s  
has  declined from 40.2 p e r   c e n t   t o  25.1 p e r   c e n t   i n  1971. The quan t i ty  
of rubber  exported was about 3 per cent   greo, ter   in  1971 t h a n   i n  1979, 
but   un i t   va lues  were some 18 per   cent   lower .   Pr ices  for  RSSl on t h e  
Malaysian  Rubber  Exchange f e l l  from 80.36 Malays ian   cen t s   pe r   pond   i n  
August 1969 t o  40.64 Malaysian  cents per pound i n  December 1971. I n  
f a c t ,   t h e   p r i c e   i n  mid-December reached i t s  lowest l eve l  s ince  1948. 
The average  market  price  for 1971 as a whole was 46.18 Malaysian  cents 
p e r  pound,  compared t o  56.50 Malaysian  cents  per pound i n  1970. 

The d e c l i n e   i n   n a t u r a l   r u b b e r   p r i c e s   i n  1970 arid 1971 vas l a r g e l y  
a t t r i b u t a b l e   t o   t h e   s l u g g i s h n e s s   o f  demand r e l a t i v e   t o   t h e  estimated 
increase  in   the  world  product ion  of   natural   and  synthet ic   rubber  of 
4 p e r   c e n t   i n  1970 and 3 p e r   c e n t   i n  1971. Following  an  increase of 
about 5 p e r   c e n t   i n  1969, world  consumption  of  natural  rubber  only  in- 
c r eased   s l i gh t ly  above t h e  1969 l e v e l   i n  1970 and 1971. The low 
demand f o r  na tura l   rubber   re f lec ted   the   recess ion   in   the   Uni ted   S ta tes  
i n  1970 and i n   t h e  major i n d u s t r i a l  economies of Europe  2nd  Jtipan i n  
1971 together  with  reduced  offtdce  from  Eastern  Europe.  Another 
depress ing   fac tor   in  1571 was rxrket   uncer tainty  over   the  rzsumption 
of   Uni ted   S ta tes   o f f ic ia l   rubber   s tockpi le   sa les .  On J u l y  7 ,  1971, t h e  
United  States  General- Services  Administration  announced  that it would 
s e l l  6,000 tons  of   s tockpi le   rubber  a month,  on a negot ia ted   bas i s  at 
pr ices   not   lower   than  the  average  of   the  dai ly  Rubber Trade  Association 
p r i c e   f o r  RSSl in   the   p receding  month, commencing July 19. Following 
negotiations  between  the  major  natural   rubber  producing  countries  and 
the  United  Sta%es, it was f u r t h e r  announced on November 2, 1971, t h a t  
s tockp i l e  sales would be reduced t o  4,200  tons a month as from  January 1, 
1972, with an annual limit of 50,000 tons.  A t  t h e  same time, the 
minimum price  cr i ter ion  determining  the  pr ice   level   below which sales 
could  not be negot ia ted was removed. 

A number of significant  developments  occurred  in  the  rubber  market 
i n  1971. A t r a d e  agreement was concluded  between  the  National  Corpora- 
t i o n  (PERNAS) and  mainland  China  which l e d   t o   t h e  la t ter ' s  add i t iona l  
purchase  of 23,600 metric  tons  of  rubber,   thus  increasing  Chinese  pur- 
chases t o  56,900 metr ic   tons   in  1971. From August 1971 onward, t h e  
Mzlaysian Government in te rvened   to   suppor t   the   p r ice   o f   na tura l   rubber  
when prices  were  regarded as unduly low. The  Government purchased rubber 
i n  25,000-ton l o t s  and  subsequently  sold  portions  of i t s  s t o c k   t o  
PERNAS f o r   s a l e s  t o  mainland  China  and COMECON countr ies .  

Exports  of  Standard  Malaysian Rubber (SMR) cont inued  to   expand  in  
1971, and t h e  number of  countries  buying SMR increased  from 51 i n  1970 
t o  56 i n  1971. There was a 40.2 per   cen t   increase   in   expor t s  of SMR 
t o  319,hCO metric   tons,  which  accounted f o r  some 23 per   cen t  of t o t a l  
rubber   expor t s   in  1971, compared with 17 per   cen t   i n  1970. Apart  from 
promoting  rubber  exports  through  improving  the  technical  specifications 
and  shipping  rubber  in  block  form  rather  chan as smoked s h e e t s ,   e f f o r t s  



Percentage 
change 
1970-71 1968 1969  1970 1 9 7 d  

Tin and tin-in-concentrates 

value (M$ million) 
Volume (1,m t o m )  

unit price (14 per ton) 

Volume  (1,OOO tons) 
value (M$ million) 
Unit price (14 per ton) 

value (M$ minion)  
Volume (1,OOo tons) 

U n i t  price (M$ per ton) 

Value (K$ million) 
Volwnie (1,OOo tons) 

U n i t  price (M$ per ton) 

Round timber 

Sawn timber 

Iron ore 

Palm o i l  
volume (1,000 t o m )  
Value (M$ million) 
U n i t  price (M$ per ton) 

Palm kernels 
volume (1,000 tons) 
V ~ W  (u$ million) 
Unit price  (M$ per ton) 

P e t r o l e d l  
Vollmm (1,OOo t o m )  
Value (M$ minion)  
U n i t  pr ice  (X$ per ton) 

Pepper 
volme (1,000 tons) 
value (M$ million) 
U n i t  price (M$ per ton) 

Copra 
volme (1,000 tons) 
Value (M$ million) 
U n i t  pr ice  (M$ per ton) 

Coconut o i l  (dm& and refined) 
V O l I n W  (1,cJoo t o m )  
value (M$ mimon)  
U n i t  price (M$ per ton) 

Pinecprple, canned 
Volume ( 1 , W  tons) 
value (@ million) 
U n i t  price (M$ per ton) 

Total  major exports 
Other  exports 

O f  which: 
Manufactured goode 

Total  exports 

1,171.6 
1,353-2 

115 

829.6 
88.2 

9,411 

5,820.2 
549.5 
94 

786.9 

190 
149.3 

5,106.7 
110. 8 
22 

281.4 
124.5 
442 

35.0 
15.4 

440 

3,798.5 

45.5 
173.0 

23.9 
36.3 

1,512 

18.6 
8.6 

465 

42.2 
40.8 

967 

67.0 
48.4 

7n 

3,266.4 
856.2 

543.3 

4,122.6 

1,354.9 
2,031.1 

150 

939.8 
92.0 

L0,213 

6,188.9 
601.5 

97 

872.1 
172.3 
198.0 

5,262.0 
115.6 
22 

351.1 
153.0 
436 

13.1 
37.2 

351 

4,076.4 
175.7 
42.9 

30.1 
55 *O 

1,826 

18.5 
8.4 

450 

29.3 
24.3 

829 

63.8 

698 
44.5 

4,158.6 
896.1 

585.4 

5,054.7 

1,345.4 
1,723.7 
I28 

9 . 6  

10,939 
1,013.3 

6,294.9 
643.6 
102 

998.4 
208.0 
208.0 

4,823.2 
107.2 
22 

264.3 
395.6 

668 

27.6 
10.8 

391 

4,743.3 

42.7 
202.7 

25.8 
59.1 

2,289 

15.3 
7.1 

460 

46.0 
42.9 

931 

62.3 
43.5 

698 

v.23.5 

630.7 

1,036.9 

5,162.4 

1,390.4 
1,460.4 

105 

87.0 

10,407 
905.8 

6,171.9 
am. 5 
104 

925.8 
193.0 
200.0 

865.3 
20.6 
24 

562.9 

R 2  

22.0 
7.8 

355 

7,810.0 
391.2 

50.1 

28.3 
66.0 

2,330 

31.9 
13.9 

b34 

42.5 
37.1 

873 

58.4 

697 
40.7 

3,765.0 
1,247.7 

5 9 . 5  

5,012-7 

3.3 
-15 3 
-18.0 

-6.0 
-10.6 

-4.9 

-1.9 
-0.5 
2.0 

-7.3 
-7.3 
” 

-82.1 
-80.8 

9.1 

42.3 
43.5 
0.9 

-20.3 
-27.8 

-9.2 

66.7 

17.3 
94.1 

9.7 
n . 7  
1.8 

108.5 
95.8 
-5.7 

-7.6 
-13.5 

-6.3 

-6.4 
-6.3 

” 

20.1 
-8.7 

-5.1 

-2.9 

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

Preliminary entimaten. 8 Crude and p a r t 4  reflaed. 
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are   being made t o  s t r e d i n e   t h e  merketing and shipping,  and  establish 
more d i rec t   contac ts   wi th   the   indus t r ies  consuming  Malaysian na tura l  
rubber .   In   addi t ion,  Md-?,ysia,,ha;,  throilgh p a r t i c i p a t i o n  i n  the  Associat ion 
of Natural Rubber  productng  Countries  and  the  International Rubber Study 
Group, encouraged  coqerst ion among ru3ber   podcc ing   count r ies   in   an  
at tempt   to   s tabi l ize   rubber   pr ices .  

- Tin  exports  declined  by 10.6 p r  cent  t o  M$905.8 m i l l i o n   i n  1971. 
This   decrease  resul ted from a 6 per  cent f a l l  i n   t h e  volume of exports  
and from lower t i n  p r i ces ,  which on average  declined  by 4.9 p e r   c e n t   i n  
1971. The lover export volume was caused  by a reduct ion   in   impor ts  of 
t in- in-concentrates  f o r  smelting  and  sabsequent  re-export.  This  decline 
was  due t o  lower imports  from  Indonesia,  mused  mainly  by  the  return  to 
full operat ion of t h e   t i n   p r o c e s s i l l g   f a c i l i t i e s   i n   t h a t   c o u n t r y  folhwing 
their   rehabFlLt2t ion.  Lower t i n   p r i c e s   i n  1971 t e n d e d   t o   r e f l e c t   t h e  
r e c e s s i o n   i n  major i ndus t r i a l   coun t r i e s .  Follow-ing a n   i n c r e a s e   i n   t h e  
f i r s t  quwtcr   o f  1971, t i n   p r i c e s   t e n d e d   t o   d e c l i n e   u n t i l   t h e   T i n  Buffer 
Stock Manager intervened i n  October t o  support at around ~$618 per p i c u l  
on the Penang market.  Prices  subsequently  improved i n  November and 
December. 

Exports of  both smr loas and sawn tin&= d e c l i n e d   i n  1971; saw log 
exports  decreased  by 0'. 5 per  cent t o  m Q . 5  mill ion  while   exports   of  
" n T , m  +:...hnn ec11 h" 7 . 3 .  "W 

"V L..+&,J.V I I IAL2- IU I I .  L l k  Zecliiic iri 
timber e q o r t s ,   p a s t i c u l a l y  of lower grade  log;  and sawn timber, was 
mos t ly   concen t r a t ed   i n   t he   l a t t e r   pa r t  of 1971. This was l a r g e l y  due t o  
lower  purchases  by  Japan.  There were,  however, no ind icz t ions  of a dec l ine  
in   t he   un i t   va lues  of saw l o g  and sawn timber  exports  in  1971. 

".. 
YUII..) UYUUb.. &_&A. " J  r L r  

ccr,e L -  r r b q n c ,  n - - 2 l - t = - . -  

Exports of o i l  pdm continued t o  grow at a r ap id  rate i n  1-971, increas-  
ing by 43 per  c e m $ 3 7 9  mil l ion,  an amount which  accounts f o r  about 59 
per  cent of world o i l  palm exports.  Compared with  1970, when a l a r g e   p a r t  
o f  the  increese o f  73 per   cen t   in   expor t s  was due t o  a 53 pe r   cen t   r i s e  
i n  average  export  prices,  the volume o f  e q o r t s   i n c r e a s e d  by 42 per   cent  
i n  1971  while  export   prices  rose by 1 per  cent.  The i n c r e a s e   i n  oil palm 
exports i s  l a r g e l y   a t t r i b u t a b l e  t o  intensive  plant ings  during  the  past  
decade on lan& prev ioxs ly   d loca ted  t o  rubber   poduct ion.  The palm oil 
pool  operated  by a  group of London merchants was d i s s o l v e d   i n  December 
1971 and replaced by a new marketing  arrangement more centered  in   Kuala  
Lumpur wi th   g rez te r   par t ic ipa t ion  by  Malaysian  producers. 

Export  earnings from crude and par t ly   re f ined   pe t ro leum  increased   by  
94.1 p e r   c e n t   t o  M$39l.2 miV.ion i n  1971. This   large  expansion  resul ted 
fron a 66.7 per   cent   increase  in   export  volume t o  7,810,000 tons and a r i s e  
i n   t h e  f.0.b. uni t   value of 17.3  per  cent t o  M$50.1 per  ton. The r ise i n  
petroleum  price was i n   l i n e   w i t h   t h e  worl-d-wide increase  in   petroleum 
prices,  following  the  agreement  between  Western O i l  companies and members 
of the  Organization of Petroleum  Exporting  Countries (OPEC) i n  February 
1971. 
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Gross expcrts  of manufact-u-red and processed  product2  declined  by 5.1 
P e r   c e n t   t o  M$598.5 m i l l i o n   i n  19'7;, ccnF,?;red with  an  increase  of 7.7 pe r  

c .  Merchandise Tmpor'cs 

I n  1971, lk?hysia's  merchandise  imports  rose  by 0.6 p e r  Cent t o  
M$4,183 mill ion.   This  increase  represents a marked dece le ra t ion  from the  
18.7 per   cen t   increase   recorded   in  1970. The slowdotm  seems t o  have  been 
associated  with  the slow growth of domestic  expenditures i n  1971., and t o  
some extent   with  the  progress  of import   subst i tut ion.  The coKposition of 
MKlaysia's imports shows a d i sce rn ib l e  change with  investment  and  inter-  
mediate   goods  increasing  re la t ive  to  consump-tion goods (Tzhle 16). I n  
1971, imports of consumption gcsds declined  by 7 per   cent ,  wkile the  
investment  and  intermediate  (exclurlfng  petroleum) goo3s increased  by 10.3 
per   cent  and 7.7 per   cent ,   respect ivcly.  The d e c l i n e   i n  conswmer goods 
p a r t l y   r e f l e c t e d   p r o g r e s s   i n  imIJort sulDstiLution, espec ie l ly   wi th   respec t  
t o  r i c e ,   t h e  5rpor t s  of which declined  by 43 pe r   cen t   t o  M$73 m i l l i o n   i n  
1971. The bulk of t he  11 per   cent   increase  in   imports   of   machinery 
r e s u l t e d  from higher   pr ices  of c a p i t a l  goods. The s u b s t a n t i a l  f a l l  (17.9 
per   cent)   in   the  import   cztegory  inedible   crude materials rc f lec ted   lower  
imports of f e r t i l i z e r s  and i n s e c t i c i d e s  and   o ther   agr ick l tura l   inputs  
which  Cieclined i n   r e a c t i o n   t o  lower export   pr ices   of   pr imary  prc~ucts .  

d. Other  bclance  of  payments  corrponents 

Services  snd  umequitefi transfers-: The e s t ima ted   ne t   de f i c l t  on 
services   account   totaled W$653 m i l l i o n   i n  1971, which i s  the  highest  on 
record.   Services   receipts  rose by 14$42 mill-ion t o  Jv1$602 m i l l l o n   i n  1971, 
owing mainly to   h ighe r  income from  overseas  investments  and  increased 
t r ave l   r ece ip t s .   Se rv ices  pa.yments increased  by IvZ$72 m i l l i o n   t o  M$l,255 
mi l l i on  2s a result of  higher  freight  and  insurance,  as well as higher 
remittances  of  profits  and  dividends.  Freight rztes on Malaysia's  exports 
a r e   e s t ima ted   t o  have r isen  by  about  10 pe r   cen t   i n  1971. Net t1,ansfer 
payments,  mainly t o  China  and India   decl ined  by M$10 m i l l i o n  t o  M$173 m i l -  
l i o n   i n  197i. 

Nornonetcay  czpital:  Ket norxnonetary cap i t a l   i n f low  in to   Ma lays i a  
increased  from 1~$1$150 mi l l i on  i'n 1970 t o  M$522 m i l l i o n   i n  1971. While 
pr ivate   long-term  capi ta l   inf low was maintained at an estimated M$l60 m i l -  
l ion,  net  foreign  long-term  borrowing  by  the  Fec?eral Government  and 
s t a tu to ry   au tho r i t i e s   ro se   subs t an t i a l ly   t o  M$342 mil l ion,  as agains t   ne t  
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Food 
Bewerages and tobacco 
Consumer durable6 
Other consumption goocia 

Total  consumption goods 

Metal  products 
Trantrport equipanent 
Machinery 
Other  investment  wads 

Total  investment goods 

561.5 512.8 460.5 49.0 398.8 
84.6 73.2 71.1 73.7 73.0 
212.7 240.1 132.9 134.2 137.8 
49.2 449.0 474.0 514.1 517.5 

1,291.0  1,275.1  1,138.5 1,212.0 1,127.1 

221.0 205.4 202.5 283.1 267.3 
93.4 95.6 63.8 150.7g 142.3 
258.6 262.9 289.8 454.5 504.6 
186.4 186.3 185.5 262.5 354.9 

759.4  750.2  741.6  1,150.8  1,269.1 

" 

Materials f o r  agriculture and animal husbandry 140.3 131.8 145.7 157.6 151.5 
Materials f o r  manufacturing 432.8 501.1 725.C 8 9 . 9  994.7 
Building and construct ion  mater ids  87.0 81.7 73.3 83.3 75.1 
C r u d e  petroleum 227.3 245.6 227.5 215.4 103.5 
Other  intermediate goods 195.3 lp6.5 185.2 223.0 239.1 

Total  intermediate goods 1,082.7  1,156.7  1,356.7 1,572.2 1,563.3 

Total  retained  imports 

T i n  ore 
CNde  natural  rubber 
Crude petroleum 

T o t a l  imports  for  re-export 162.8 33;1.3 340.4  360.4 440.6 

Total  retained  imports and imports for 
re-exports 3,315.3 3,514.3  3,577.2  4,295.4  4,400.7 

T o t d  imports ""- 3,325.0 3,551.6  3,605.0  4,323.3  4,401.1 

Imports not ailocated 9.1 37.3 27.8 27.9  0.4 

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

r/ Preliminary  estimates. 
1/ Includes  aircraft  purchased  by Malaysia-Sing.apore Airlines  valued at M$54.3 million. 
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2.7 
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.35.2 
10.3 

-3.9 3.l. 4 
-9.8 
-52.0 
7.2 - 
-0.5 

- 0.6 

-39 0 
-31.6 
93.3 

22.3 
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expor t   rece in ts  dec:lined i n  1971 as a r e su l t   o f  lover Federel  
Government loan  repayments : t h e   r a t i o   i n  1971 vas 2 . j  per   cen t ,  
compared t o  3 . 1  pe r   cen t   i n  1970 and 1.4 per   cen t   i n  1966. 

Table 18. Malaysia:  External  Debt of the   Publ ic   Sec tor ,  1967- “1 

( In   mi l l i ons  of Mslkysian  dol.lx-s) 

Outstanding  balance a t  t h e  
end of  the   per iod  - 867 1,003 1,119 1,127 1 ,493  

Federal  Government 
S t a t e  Governments 
S t a t u t o r y   a u t h o r i t i e s  

Debt service  during  the  per iod--  1/ 

Repayments 
Interes-t   and chm-ges 

- 107 126 - 

36 50 59 122 63 
35 40 48 53 63 

~~ ~ ~~ 

Source: Data obtained  during  the 1970, 1971, and 1972 consul ta t ion  

1/ Data on ex terna l   debt  are not  f u l l y  reconci led  with  the  balance of 
discussions.  

payments da ta .  
- 21 R a t i D  of   debt   service  paynents   to   export   receipts .  

4. Exchange  and  ti-ade  regulations- 1/ 

Followifig the   rea l ignnent  of major   currencies   in  Cecember 1971, t h e  
MelaysLan Governneni on  December 19, 1371 an-ounced t h a t  it would  main- 
t a i n   t h e   g o l d   p a r i t y  o f  Malqrsian  dollar a t  0.290299 gram o f  f i n e   g o l d   t o  
one d o l l a r .  A s  a resu l t ,  t he   Ma lays i an   do l l a r   i n   t e rns   o f   t he  U.S. 
d o l l a r  was revalued upward from M$3.06122 = US$l t o  Ivi$2.81955 = US$l. 
On Msy 2 ,  1972 , the  Malrysian Government n o t i f i e d   t h e  F w d  t h a t  it 
would a v a i l  i t s e l f  o f  wider  margins  under  the  Executive  Board  Decision 
of December i8, 1971. However, the  Eklaysian  authori t ies   have 

1/ See 22nd. Annual Report on Exchange Res t r i c t ions ,  197i f o r   d e t a i l s  
of-the  exchange  and trade  system. 
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continued t o  maintain  the  margin of one per   cent  on e i t h e r  side of 
p a r i t y .  The intervention  currency  in  the  foreign  exchange  market 
of Kuala Lumpm i s  -the Found s t e r l i n g  and t h e   p a r i t y  rate i s  
El = M$7.3469. 

There h w e   b e m  no  changes i n   t h e  exchslnge cont ro l   regula t ions  
s ince   t he  1971 consul ta t ion  discussions of Apr i l  1971. Curing  the 
l a s t  year i q o r t   l i c e n s i n g  was e x t e n k d   t o  a small n m b e r  of itens, 
including cabbages, c e r t a i n  man-made fibres, c e r t a i n   i r o n  and s tee l  
goclds and diesel  engines. On t h e  other hand,  import  controls on a 
number of i tems  including  playing  cards ,   cer ta in   i ron  and s tee l  goods 
and d i e s e l   e n g i c e s ,   c e r t a i n   t e x t i l e s  and cer ta in   in te rnedia te   goods ,  
were  removed. 

There has been no change in  gold  export   and  import   regulctions 
s ince the l a s t  consul ta t ion.   In  1971, authorized  dealers '  i q o r t s  of 
gold amounted t o  148,446 ounces  compared with 110,948 ounces i n   t h ?  
previous  year. 



rlul t" 
f kzt 
. . .  

3 LnM . . .  
Y ? O '  

v 

nnn 

W 
cu 

nnn 

W 
cu 

- 52 - APPENDIX 



- 53 - APPENDIX 

Table 11. Malaysia:   Agricultural ,   Forestry,  and Mineral 
Pro(iuction, 196'7-71 

(In  thousands of long tons) 

Rubber 
Es t a t e  
Smallholder 

Milled r i c e  

O i l  palm products 
Palm o i l  
Palm kernels 

Copra 

Coconut oil 

Round timber 

Sawn timber 

Tin  ore   ( t in- in-concentrates)  

Bauxite 

Iron  ore  

Crude o i l  (mn. U.S. b a r r e l s )  

1,203 
618 
585 

I-, 071 

515 
42G 

91 

166 

94 

10,174 

1,866 

72.6 

1,121 

4,420 

6.56 

1,256 
657 
599 

1,122 

% 
124 

189 

99 

10 , 547 

1,947 

74.3 

963 

935 

25.07 

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

IJ Preliminary  estimates. 
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T a l c  III. West Mrlaysia: Output of Selected Manufactured Products, 1968-7l 

Good and beverages 
sweetened condensed m i l k  ( d u m  BE.) 
Biscuits (thousand lbs.) 
C-d pine-le (tons) 

Prspsred snimsl feed (thousand tonal 
Pinespple juice (tons) 

Soft drinks and C a r b O M t e d  beverages (thowand  gallons) 

Tobacco products 
Cigarettes and manufactured tobacco (thousand lbs.) 

Textiles 
s (thousand pieces) 

z % z T t h o u s a n d  yards) 

wood products 
Plywood and particle board (million square feet 5 mm.) 

1 9 , G  

75,215 
153.4 

64,618 
1,463 

18,193 
216.0 

43.9 
1.3 

-44.6 
-1.7 

-10.5 
-7.7 

... ... ... ... -35.6 
19.7 

... ... 388.4  463.2  19.3 

Printing, publishing and a l l ied  industries 
Rinting, publishing and a l l ied  industries (M$ million) ... ... u . 2  124.3 10.8 

- ,  R u b b e r  products 
Rubber  footwear (thousand pairs) 
Fosm rubber mattress (thousand pieces) 
Other foam rubber (thousand -8.) 

Rubber  compound (thousand  lbs.) 
Tires and tubes (thousand  pieces) 

R u b b e r  tubing end hose (thousand lbs.) 
Rubber sheeting and matting ( thousand lbs.) 

Chemicals and chemical roducts 
Industrial chemicald (M$'ooO) 
Chemicll fe r t i l l zers  (thousand  tons) 
Refined  coconut oil (tons) 
Metampers and rater paints (thousand lbs. ) 8,973 7 , G  5.893 6,581 
Paints,  varnishes and w w d  preservatives,  etc. (thousand gallons) 

ll. 7 

soap and soap compound (thousand Ibs.) 
1,961 2,250 2,535 2,730 7.7 

Medicinal and pharmaceutical preparatiodJ (M$'OOO) 
2.4 

... ... 27,221 2 9 , w  9.6 ... ... 239.5 241.7 0.9 ... 18,927 22,517 19.0 

69,802  73,803  67,931  69,542 

hrf'vmes, cometics and toi le t  PFepWatiOnS (thousand lbs.) 
... ... 11,888 12,628 6.2 ... ... 3,438 3,413  -0.7 

NoxnBetUc  mineral  products 
Cement (thousand tons) 
T i l e s  (thousend pieces) 
Asbestos cement  product&/ (M$"x)) 

Baaic met& end m e t a l  products 
I ron  foundries and iron end steel basic shapes (tons) 
Structural shspes and c l e k  steel structures (tons) 
Other metal products9 g*m) 
Bars and rods for  reinforced  concrete  (tons) 
Iron and steel dnnns (thousand units) 
Tin cam and metal boxes (million units) 

16,950 19,521 19,650 19,953 
922.5 958.1 1,013.3 1,078.7 6.5 

1.5 ... ... 30,131  29,485 -2.1 

... ... 80,OOg 74,014 -7.5 ... ... 8,252 11,742 42.3 ... ... 21,379 19,452 -9.0 ... .. . 30,531 43,950 40.0 ... ... 962.1 1,002.6 4.2 .. . ... 250.2 235.1 -6.0 

Source:  Department of Statist ics,  Malaysia. 

Excludes synthetic textile m i l l a ,  knitting milla and miscellaneous primary textiles. 

Figures ere o b t a i n d  from the Malaysian Motor Vehicles Assemblers Association. 
Sales value ex-factory. 
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llnmulcr 
Monthly 
Avernge 

service8 Rent, 
Total Drinks, a a d H o u I l 0  

Index Food and Sireh Clothing t s l m n t  eta. 

Fuel and 
weighted 

b e h o l d  
Tobacco Entar- Repairs, Sundries Povcr Truuport Good. 

Weightl/ 1.WO .482 .og4 050 .OM .070 W9 .022 .lo6 050 

1968 
1969 
1970 
lgn 

1970 Jan. 

M a r .  
Feb . 
MW 
Apr. 

June 
July 
A%. 
Sept . 
oct. 
Nov . 
k c .  

19n JWI. 
Feb . 
M a r .  
Apr . 
MW 
Jlur 

A%. 
J u l y  

Oct. 
Sept . 
Nov. 
kc. 

1972 Jan. 
Feb. 

101.5 
101.8 
104.0 
105.5 

104.6 
104.1 
103.7 
104.0 
103.3 
104.2 
l04.0 
103.4 
103.5 
104.0 
104.9 
104.7 

105 * 9 
106.0 
105.6 
105.0 
104.7 
105.7 
104.3 
104.4 
105.2 
105.7 
106.3 
107.2 

107.2 
107.4 

99.2 
99.6 

101.2 
99.3 

101.0 
99.8 
98.4 
99.3 
97.6 
99.7 
99.0 
97.9 

99.2 
98.1 

101.0 
100. 3 

102.5 

101.8 
102.6 

100.4 

101.6 
99.9 

98.4 
98.7 

100.5 
101.2 
102.5 
104.3 

104.4 
103.4 

100.3 
100.9 
102.6 
103.0 

101.3 

103.1 
101.3 

103.0 

103.0 
102.9 
102.7 

103.2 

102.6 
102.6 
102.5 
102.6 

103.4 
103.3 
103.4 

102.7 
103.4 

102.7 

102.9 
103.0 

103.0 
102.9 
102.9 

103.3 

102.9 

103.3 

100.5 
101.2 
103.0 
103.8 

102.0 

102.8 
102.8 

102.7 
102.8 

103.1 
102.7 

103.1 
103.3 

103.2 
103.2 
103.4 

104.1 
103.5 
103.5 

103.9 
103.6 

103.9 
104.1 
104.3 
103.4 
103.8 
103.9 
104.1 

1.04.3 
104.4 

125.9 
126.0 
126.1 
126.9 

126.0 

126.1 
126.1 

126.0 
126.1 
126.1 
126.1 
126.1 
126.1 
126.2 
126.2 
126.2 

126.3 
126.4 
w6.4 
126.7 
126.7 
126.8 
127.2 
127.1 
127.2 
127.2 
127.2 
l.27.2 

127.3 
E7.3 

100.5 
101.2 
116.4 
117.4 

l15.8 
116.0 
116.7 
116.4 
u6.5 
116.4 
116.4 
116.4 
116.5 
116.4 
116.3 
116.4 

116.3 
116.4 
a . 5  
116.8 
U.6.8 
117.2 
l18.2 
118.1 
118.2 
l18.2 
118.1 
118.1 

ll8.0 
118.0 

101.7 
102.5 
103.1 
104.8 

102 .o 
102.7 
103.3 
102.8 
102.8 

103.9 
102.8 

103.0 
103.2 
103.2 
103.0 
103 * 9 

104.2 
104.3 
104.3 
104.3 
104.0 
104.9 
105.0 
105,1 
104.8 

105.5 
105.5 

106.1 

106.2 
16.5 

99.5 
99.7 

101.4 
105.9 

100.0 
100.2 
101.9 
101.4 
101.5 
101.5 
lO1.5 
101.5 
101.6 
101.6 
101.6 
102.. 2 

104.6 
104.6 
104.6 
105.1 
105.1 
106.7 
106.6 
106.6 
106.6 
106.6 
106.6 
107.3 

107.6 
107.7 

100.3 
100.1 
108.0 ' 

108.6 

108.0 
108.1 
10s. 1 
108.0 
108.0 
108.0 
108.0 
108.0 
108.1 
108.0 
108.0 
108.0 

108.5 
108.5 
108.5 
108.5 
108.5 
108.7 
108.6 
108.7 
108.7 
108.7 
108.7 
108.7 

108.7 
108.7 

100.3 
98.6 

101.0 
102.4 

100.7 
100.6 
100.9 

100.9 
100.7 

m1.1 
101.1 

101.0 
101.1 
101.1 
101.1 
101.3 

101.6 

102.0 
102.0 

102.1 
102.1 
102.3 
102.1 

102.4 
102.3 

103.3 
103.3 

103.6 
103.8 

103.3 

~~ 

Sources: Department of Stat ist ics ,  Malaysia, Monthly Statistic&  Bulletin of West Malaysia (various issues). 

Weights are based on the pattern of private consumption shown i n  the  national Tncome Accounts for 1967. 
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Table V. Malaysia: Public  Sector Development Expenditures  under 
the  First   Malaysia  Plan,  1966-70 and 

the Second  Malaysia  Plan, 1971-75 

-/-- I -  

M$ Million Per Cent M$ Mili ion Per Cen-i; 
. .-  I, 

Agr icu l tu ra l  and rural development 1,114  26.3  26.5 
Agriculture 2.1 
Rubber r ep lan t ing  169 4.0 269  3.7 
Land development 364 8.6 909 12.5 
Drainage and i r r i g a t i o n  343 8.1 256 3.5 
Agricultural c r e d i t  and  marketing 30 0.7 15 5 2.1 

- 
97 2.3 %$ - 

Commerce and  industry 
PERNAS, M, SEDCs 
Urben  I?cvclop+nt  Authority 
MIDF 

Soc ia l  
Education  and training 

142 3.3 616 
61 1.4 219 
" " 100 
16 0.4 100 

" - - 

752 
329 
" 

14.7 
7-3 

Transport 5 45 12.8 1,188 16.4 

Cornmications 203 4.8 400 5.5 

Utilities 681  16.1 747  10.3 

General  administration 138 3.3 211 2.9 

Defense  and s e c u r i t y  - 667 _e 15.7 1,100 15.2 

Total. 4,242 100.0 7,259 100.0 

Source: Economic Planning  Unit,  Malaysia. 
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1971 19 72 
1969 190  Revised Estimate Revieed r;stmatb 

Tax revenue 
Direct t a m s  
Incane t& 
a t a t e  duty 
PaJrroll tax 
GsPning tax 
S a l e s  tax 
Revenue fran Petroleum Agmement 

Tndirect tams 

Exwrt  duties 
R u b b e r  
Tin 
Iron ore 
Other 8 

Import duties 
8Yobacco 
sug- 
TextiJes 
M a l t  1iq~Ors 
Spir i ts  
Heavy fuel o i l  
Petroleum 
Import surtax 
Others 

Excise e 
Tobacco 
sugar 
M a l t  liquors 
Spirits 
Heavy fuel o i l  
Petroleum 
Motor vehicles 
Others 
Road t r a i t  fees and license6 
Turnover tax 
Others 

Nontax  revenue 
Net income of .Government' 6 

camnercial  undertakings 
Interest  receipts 
Net profits  frm currency 
Others 
Adjustments 

Total 

Source: Data obtained  during the 1972 coneultation diecussions. 
Includes  Tin Profit  Tax and Devalopnent Tax. 
Includes distribution of assets and profit# of the Board of Cdea ionera  of Currency 

o alava and North Borneo. 
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( I n  millions of Malaysian doz16;rr:) - 

Ecnnosn3.c se rv ices  
Agr icu l tura l  and rural development 
Commerce and c a m m i c a t i o n  
Trade,  industry and mining 
Other 

Socia l  services 
Education 
Publ ic   heal th  
Other /,labor, spor t s ,   soc ia l  welfare) 

General  administration 

Debt s e r v i c i &  

Pensions and gratuities 

Secur i ty  
Defense 
I n t e r n a l   s e c u r i t y  

Transfer payments 
Grants and loans t o   S t a t e  Gover 
Contr ibut ion   to   s ta tu tory  fimdsz ynts 
Subscr ip t ions   to   in te rna t iona l   o rganiza t ions  

Suff ian s a l q  rev is ion  

Aziz salary rev is ion  

Widows and Orphans Pension Scheme ref’und 

T o t a l  

Annutit, increase  (Per   cent)  

1,882 

5.1 

2 ,uo 

12.1 

Source:  Data  obtained  during  the 19” consul ta t ion  discussions. 

Excluding direct foreign loan repayments and sinking f’und con t r ibu t ions ,   i n t e re s t  
payment t o  ginking  fund,  Federal Government Fund, State and pub l i c   au tho r i t i e s .  
9 Excluding  contr ibut ion  to  State Reserve Fund. 

Estimating at about M$50 million. 
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Table V I I I ,  Malaysia: Public Debt of the  Federal  Government,  1967-72 

( I n   m i l l i o n s  of Malaysian  dollars) 

End of per iod 

Eomestic  debt 

998 Treasury bi l ls  644 792 950 779 

Goverment   securi t ies  
2-yeas   securi t ies  
3-year   secur i t ies  
5 -yew  secu r i t i e s  
7-year   secur i t ies  

IO-year s e c u r i t i e s  
12-15 year   secur i t ies  
16-20  year  securit ies 

" 

54 
155 
24 
" 

" 

2 , 108 

" 

100 
225 

24 

204 
394 
24 
13 

897 
2,481 

24 
5 

112 
2 , 506 

" 

" 

2 , 353- 

10 National  defense  bonds 10 10 10 10 10 

4 - 
3 , 906 

4 
_I_ 

26 - 
4,999 

Advance subscr ipt ions 1 - 
3,490 

1 

2,997 

" 

4,271 Sub-total  5,225 

External  debt 

Market loans 394 334 486 664 664 

262 - 
748 

Other  loans 450 

1 , 114 

489 136 

530 1,153 Sub-total  

4,082 4,654 6,378 Total   public  debt 3,527 

Source:  Data  sbtained  during  the  1972  consultation  discussions. 



Table M. Malaysia:  Consolidated  Budgetary  Position 
of t he   S t a t e  Governments, 1969-72 

( In   mi l l i ons  of Malaysian  dollars) 

. .  . 
- 

Current budget 

Current  revenue 
Sta tu tory   g ran ts  

Current  expenditure 
Current  surplus 

Development expenditure 

Overall d e f i c i t  

Financing  of   def ic i t  

Federal  Government grants  
Federal  Government loans 

Changes i n   S t a t e  Governments' assets 
( -  increase) 

223.1 254.8  303.6  327.6 

28.7 51.2 107.4 230.5 

56.1 51.3 65.4  87.8 
19.2  35.6  42.4  77.1 

-46.6  -35.7  -0.4  +65.6 

Source: Data obtained  during  the 1972 consul ta t ion  discussions.  
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Table XI. Malaysia:  Money  and  Quasi-Money, 1967-72 

(In  millions  of  Malaysian  dollars) 

Fnd of Period 

Currency  in  circulation I! 772  805  970  1,039  1,099  1,137 

Demand  deposits- 

Money  supply 1,525 1,697  1,922  2,071 2,151 2,197 

Time  and  savings  deposits 1,300 1,568  1,842  2,098  2,554  2,750 

Total  money  and  quasi-money 2,825  3,265  3,764  4,169  4,705  4,946 

Annual  growth  rate of total 

21 753 892  952 1,032 1,052 1,060 

money  and  quasi-money 3.3 15.6  15.3  10.2  12.8 

Money ““53 ly as a proportion of GNP 15.7 16.9 17.5 17.7 17.7 

as a proportion of GL 2 39.2 32.5 34.3 35.7 38.7 
Total  money  and  quasi-moq  y 

Sourcar: Bmk Negara  Malaysia,  Quarterly  Economic  Bulletin,  March 1972, and 

I/ Exclude  cash  holdings  of  commercial  banks  and  the  Treasuries.  Comprise  both 

data  obtained dwing the 1972 consultation  discussions. 

Malaysian  notes  and  coins  issued  by  the  Central  Bank  since  June 12, 1967, and  an 
estimated  amount of Malayan  currency  issued  by  the  Board  of  Commissioners of 
Currency,  Malaya  and  British  Borneo.  Malayan  currency  has  been  converted  into 
Malaysian  dollars  at  the  rate  of  Malayan $1 = Malaysian $0.8571 since 
November 1967. 

authorities  and  local  governments. 

the  year. 

prices  for  the  year. 

1/ Demand  deposits  of  private  individuals,  business  enterprises,  statutory 

2/ Year-end  money  supply  to  the  gross  national prod:uzt  at  cu-rrent  prices  for 

4/ Year-end  money  and  quasi-money  to  the  gross  national  product  at  current 



1967 

1969 
1968 

1970 
1971 JM. 

Feb . Mu. 
m. 
MW 
JUra 
July 
*us. 
Oct. 
sept . 
nw. 
DeC. 

1972 Jan. 

HlU. 
Peb . 

87.6 
92.3 

96.3 
89.8 

105.4 
03.3 

80.8 
02.0 

83.4 

81.6 
82.8 
86.2 
80.3 
97.1 
108.3 
R4.0 
100.0 
129.2 
81.1 

19.3 
15.6 
l l .5 
21.1 

5.9 
13.4 
u . 7  
16.6 
17.4 
15.5 
8.8 
6.5 
8.7 

13.4 
8.5 

25.3 
6.8 

18.8 
12.4 

-3.1 

-10.4 
-6.4 

4.2 
5.9 

2.9 
5.7 

4.4 

0.9 
5.2 

4.0 
5.9 
6.8 
3.5 

10.4 
7.3 

6.8 
7.4 
6.4 

31.6 

%.l 
33.1 

26.9 

24;7 
17.7 
2Q.0 
12.7 
15.7 
19.0 
22.2 
29.8 
43.8 
33.6 
39.7 
36.8 

437.8 
603.9 
613.0 
535. r 
451.1 
515.9 
583.6 
643.5 
648.2 
538.1 

632.4 
630.9 

613.9 
629.5 
652.8 
m . 7  

697.4 
709.3 

715.7 

68.9 

67.6 
71.1 

85.1 
86.7 
78.0 
89.0 
ffi.7 
6 3  
80.6 
80.6 
90.6 
92.0 
a7;7 
85.0 
87.1 
84.2 
82.3 
78.5 

140.8 
44.5 
68.0 
75.9 
82.4 
80.0 
81.7 

107.5 
rL5.4 

83.0 

123.1 
122.6 
125.7 

139.8 
122.5 

13.2 
146.8 

206.1 
145.9 

859.1 w. 4 
875.6 
845.2 

1il37.0 

1 810.2 

2 b 5 . 5  
2805.7 
29805.9 
2.873.6 
2.926.8 

2'186.2 

2ik5.5 
299eO.9 
3,000.7 
3 017 1 
3.04616 

3.U4.1 
3 h 2 . 9  

3 l64.2 
3:178.4 

3,322.7 
31268.9 

3,349.8 

434 .O 
463.9 
550.2 
594.5 
590.2 
590.7 
603.2 

fA9.1 
604.4 

625.5 
626.3 
631.1 
633.5 

646.0 
643.3 

665.1 
658.9 
680.3 
682.5 

38.3 
41.7 
35.2 
30.1 
26.9 
28.0 
29.8 " ~ 

31.8 
32.4 
52.0 
31.3 
31.5 
30.9 
31.3 
32.6 
33.5 
33.2 
33.7 
33.9 

Source: Data obtainsd  during the 1972  CortfnLltation diacuasiom. 

lJ With effect Inm the end of October 1968, cammErcid b d  were r e q u i r e d  t o  maintain a statutory minimm Lquidity ratio of 20 per cent n&Mt to t a l  dsposita 
except aavings gposita. R i o r  t o  t h i n ,  the l iquidity requirament applied to   to ta l  d e p o n i t  liabilities. prior t o  Augunt 1969, chc& purchwd  payable vcre 
includcd M liquid Mwtn in the  canputation of the minhm l iquidity requiIWmnt. 

Singnpom nnd l i q u i d  ~ a e e t n  i n  Hal.ysia nnd Singapore were eligible  for inclvsion in the cauputation. 
prior  to July 31, 1967, the  calculation of the minimu l iquidity requirement VIM based on th m r d l  ponition of b.nk.  operating i n  both Mrlqyaia aad 

Exclude stntutory =nerve held wlth the  Central Bank. 
~ B i h  discounted or   purchwd arising out of npicultural  operatiom mnturirg within a i x  months ar?d for c-rcial t rwnct iorm maturing within  three months. 

8 Liquid M m t n  M ahom to   t o t a l  demand, fixed nnd other  &waits. 

Bill. receirnble maturing within  three  mnthn. 
Exclude mount required t o  Met the 50 per cent rnt io  of Gwerrmrnt m x r i t i e a  and/or h o m i n g  t o  savings d s p o s i t n .  
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Table XIII. Malaysia:  Interest  Rates of 
Treasury Bills and Government Secur i t ies  

(Per  cent  per annum) 

A. Treasury b i l l s  

Date of 
Change 

Three S i x  Nine Twelve 
Months Months Months Months 

October 1, 1966 
November 20, 1967 
June 10, 1968 
August 1, 1968 
Apr i l  6, 1970 
March 31, 1971 
June 7, 1971 
December 28, 1971 
January 11, 1972 

5 5 5 5 

B. Government secu r i t i e s  

Date of  
Issue 3 years 5 years 7 y e a s  10 years 12-15 years 20 y e a r s  

1971 
May 17/June 12 5 3/4 6 
- 
~ ~ g . 1 6  - 28 5 $4 6 
Nov.l5/Dec.l5 5 314 6 

" 6 -  1/2 " 7 

Source:  Data  obtained  during  the  1972  consultation  discussions. 
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Table XVT. Malaysia:  Operations of  Commercial Banks, 1967-72 

' ( In   mil l ions  of   Malaysian  dol lars)  

Fo re ign   a s se t s   (ne t )  
Foreign assets 
F o r e i g n   l i a b i l i t i e s  

Claims on Government ( n e t )  
Claims on Government 
Government deposi ts  

56 66 82 14 , 21 

211 355  33 9 287 347 3 45 
267 3 457 3Gj 3E ' 3% 

Claims on p r i v a t e   s e c t o r  1,405 1,690 1,841 2,245 2,572 2,701 
Demand depos i t s  732 869 931 1,006 1,018 1,030 

Time and  savings  deposits 1,289 1,542 1,806 2,043 2,480 2,666 
Reserves 186 199 252 284 301 298 
Other  i tems  (net)  - 13 19 38 53 94 138 
Tota l  assets = t o t a l  liabili.(;i.es 3,016 3,644 4,080 4,460 5,042 5,217 
Liquid assets- I/ 85 9 912 876 845 1,064 1,137 
Actua l   l i qu id i ty   pos i t i on  2/ 38.3 41.7 35.2 30.1 33.5 33.9 

Source: Data obtained  during  the 1972 consul ta t ion  discussions.  
1/ Cash,  cash  with  Central B m k ,  net  balances  with  banks  and money at c a l l ,  

Treasury bi l ls ,  Federal  and S t a t e  Government s e c u r i t i e s ,  b i l l s  discounted o r  
purchased  and b i l l s  receivable.  Between t h e  end of June 1965 and t h e  end of 
September 1968, housing  loans t o   i n d i v i d u a l s  and  approved f i n a n c i a l   i n t e r -  
mediaries up t o  a maximum of 10 per   cent  of savings  deposits,  were allowed t o  be 
included i n   t h e  ccmputation of t h e  20 p e r   c e n t   l i q u i d i t y   r a t i o .  A s  from 
August 31, 1969, checks  purchased drawn on other  banks i n  Malaysia were ex- 
cluded  from  the  definit ion of l i q u i d   a s s e t s .  
9 P r i o r   t o   J u l y  31, 1967, t h e   c a l c u l a t i o n  of t h e   s t a t u t o r y  minimum l i q u i d i t y  

requirement was based on t h e   o v e r a l l   p o s i t i o n  of banks opera t ing   in   bo th  Malaysia 
and  Singapore  and  liquid assets i n  Malaysia  and  Singapore were e l i g i b l e  f o r  
i n c l u s i o n   i n   t h e  computation. Up t o   t h e  end  of  September 1968, commercial banks 
were required  to   maintain a minimum l i q u i d i t y   r a t i o   o f  20 p e r   c e n t   a g a i n s t   t o t a l  
deposits.  Effective  from  October 1968, t h e  minimum l i q u i d i t y   r a t i o  of 20 p e r  
cent  was calculated  against   to ta l   deposi ts ,   excludfng  savings  deposi ts .  
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Ta?U XVII. Malaysia:  Classification of Loans and  Advances 
of Commercial Banks, 1967-71, 

(In  millions of Malavsian  dollars) 

I 

i 1967  1968  1969  1970  1971 

Federal  and  State  Government 

Statutory  authorities 
Agriculture 
Of which: 
Rubber 
Palm  oil 
Pineapples 
Forestry 

Mining  and  quarrying 
Of which: 
Tin 
Iron  ore 

Manufacturing 
Of which: 
Rubber  products 
Tin 
R5ce  milling 
Food, drink  and  tobacco 
Soaps  and o i l s  
Woodwork  and  furniture  making 
Printing,  publishing,  etc. 
Metal  products  and  machinery 
Building  materials 

Building  and  construction 

General  commerce 

trade 
Import,gxport and  wholesale 

Retail trade 
Professional  and  private  individuals 

Other 
Of which: 
Transport,  storage  and 

Hotels , restaurants  and 
communication 

boarding  houses 

- 6.9 
2.3 

128-3 

81.6 
6.4 
2.9 
33 .O 
47.2 

21 .o 
20.0 

213 .4 

25 03 
8.0 
12.3 
30.4 
20.8 
5.7 
5.4 
15.2 
18.7 

142.6 
502 .o 

“ 

443.0 
59.0 
232.8 

157.1 

11.4 

13.8 

Tot a1 1,432.9 

17.8 
2.1 

163.3 

92.3 
17.5 
9.5 
35.6 
49.3 
25 .o 
17.1 

320.3 

31.5 
27.8 
23.8 
25.2 
25 -9 
6.0 
8.8 
33.8 
29 -9 
158.7 
622.6 

561.6 
61.0 
275 8 

153.7 

12.6 

15.7 
1,763.6 

1.8 
1.2 

193.1 

104.1 

- 

28.0 
10.5 
39.0 

51.5 
23.3 
17.1 

345.6 

44.8 
32.8 
21.2 
31.5 
27-5 
5.1 
13.6 
43.9 
30.6 

178.9 
729.8 

658.3 
71.5 
325.5 

171.5 

11.9 

18.2 

1,998-9 

- 0.3 
4.6 

2 4b.3 

114.6 
35 .o 
8.1 
62.7 

51.2 

36.3 
10.4 

465.6 

41.7 

” 

15.1 
27.2 
40.7 
35.5 
15.1 
12.5 
99.5 
39.9 
206.5 
756.1 

675.0 
81.1 
376.9 
258.1 

17.4 

29.7 

2,359.6 

- 0.5 
1.7 

2 7 m  

105.4 
37.4 
8.4 

105.7 

53.9 
31.2 
13.2 

569.9 

32.6 
8.2 
22.8 
57.9 
46.8 
19.4 
15.2 
134.3 
33.8 
222.0 

793 - 6 
695.7 
97.9 
441.6 

305.8 

32.8 

39.1 
2,667.2 

Source:  Data  obtained  during  the 1972 consultation  discussions. 
Include  bills  discounted or purchased  and  bills  receivable  and  payable. 
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Table XVIII . Malaysia:  Unutilized  Credit  with  Comxercial Eznks, 1467-71 L/ 

Rat io 
Total Tot  a1 Total Unutilized Credit 
Credit Credit Unutilized to Total 
Limits Out  st  anding Credit Credit  Limits 
(1) (2) (3) (4) 

(In  thousands of Malaysian  dollars } 3) in per 

1967 
December 

1968 
March 
June 
September 
December 

1969 
March 
June 
September 
December 

1970 
March 
June 
September 
December 

1971 
March 
June 
September 
December 

625,463 

717  126 
721,106 
758 , b08 
811,714 

826,454 
842,220 
867,648 
925 , 408 

1,042,415 

1,117,962 
1,175,363 

1,100,850 

1,253,834 
1,268,022 
1,310,636 
1,342,633 

27 ‘7 

23 -9 
22.7 
25.4 
21.2 

23.4 

23.5 
24.4 

22.9 

20.8 
21.5 
21.1 
21.6 

23 -5 
24.3 
24.0 
26.6 

Source:  Data  obtained  during  the 1972 consultation  discussions. 

lf Accounts of loans and  advances  to  customers  in  excess of M$5OO,OOO only. 
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Table XX. Malaysia:  Consolidated  Balance  Sheet of 
Finance Companies, 1969-72 

( In   mi l l i ons  o f  Kdays ian  dol la rs )  

March 
1969  1970  1971  1972 

Assets 
Cash 
Deposits  with  banks 
Investments 
Loans 

Hire  purchase 
Housing 
Other  purposes 

Fixed  and  other assets 

0.7 0.8 1.1 1.0 
117.9 195 3 271 5 291.1 
25.3 26.5 16.2 18.9 

24.9 25.3 29.1 32.1 
105.5 144.1 180.5 198.4 
- 23.8 18 .o - 2L. 4 23.5 - 

Total  405 . 0 541.4  704.1  752.9 

L i a b i l i t i e s  
Cap i t a l  end reserves  
Deposits of cus tomrs   o ther   than  

banks 
Fixed 
Savings 
Other 

Amounts borrowed from 

Other l i a b i l i t i e s  
banks 

45.4  53.8  68.2  68.8 

320.9  430.5  570.8  621.3 
533 .o 574.3 .~ 

20.0 18.4 35.3 41.9 
18.6 16.6 2.5 5 0 1  

3 05 4.9 8.8 3 00 
35 *2 46.2 

_L 56.3 - 59.8 

Total 405.0 54-1.4 704.1  752.9 

Source: Data obtained  during the 1972 consul ta t ion  discussions.  
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