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I. Introduction 

The 1971 Ar t ic le  VI11 consultation  discussions  with  Malaysia were 
he ld   i n  Kuala Lumpur from Apri l  19 t o  30, 1971. The Malaysian  represen- 
t a t i v e s  were l e d  by  Raja Tan S r i  Ivlohar bin  Raja Badiozaman, Secretary- 
General to  the  Treasury,  Tan S r i  Ismail   bin Mohamed Mi,  Governor of the 
Bank Negara Malaysia, Mr. Malek Ali Merican, Deputy Secretary-General, 
Treasury, and included  off ic ia ls  of the  Treasury,  the Bank Negara Malaysia, 
the  Economic Planning  Unit,  the  Ministries  of Commerce and Industry and 
Labor,  the Department o f   S t a t i s t i c s  and other government agencies. The 
s ta f f  team  had also informal  discussions  with Tun Tan Siew Sin,  Minister 
Of Finance and with Mr. bin  Haji Ahmed, Assistant  Minister of  Finance. 
Mr. Hide0 Suzuki,  Executive  Director  for  Japan, who has  been  designated 
by Malaysia t o  look a f t e r   t h e i r   i n t e r e s t s  at the  Fund, attended  the 
concluding  session of the  discussions  as an observer. The s ta f f  team 
consisted of Messrs. h a n d  G. Chandavarkar, R. J. Niebuhr,  and G.H. Jewayni. 

11. Report on Discussions 

1. Economic growth and development 

Preliminary  data f o r  1970 ind ica te   tha t  Malaysia's gross  national 
product a t   cur ren t  market pr ices   rose by  6.3 per  cent  (about 6 per  cent 
i n  cons t an t   p r i ces )   t o   ~$u ,821   mi l l i on  compared with an increase of 
9.8 per   cent   in  1969. The r a t e  of growth i n  1970 was marginally  lower 
than  the  average  annual  rate of growth of 6.5 per  cent  achieved  during 
t h e   F i r s t  Malaysia Plan period (1966-70). The main impetus t o  growth 
i n  1970 came from domestic  sources  whereas i n  1969 t he   s t i nu lus   t o  economic 
expansion was provided  largely by the  export boom. There was an unprece- 
dented  upsurge  of  nearly 33 per  cent  in  private  investment,  mainly i n  
manufacturing and t o  a lesser   ex ten t  i n  cons t ruc t ion ,   in   cont ras t   to  a 
d.ecline of 4.9 per   cen t   in  1969. This reflected  the  vigorous  recovery 
of the economy af ter   the   setback i n  domestic  investment  following  the 
c iv i l   d i s turbances   in  May 1969. 
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The year 19;'O marked the  completion of t he   F i r s t  Malaysia Plan (1966-70) 
and the  beginning of the Second MaLaysia Plan period 1971-75. The F i r s t  Plan 
provided  the  basic framework of an in-kgrated  national development plan, and 
despite wide f luctuat ions  in   the  pr ices  of Ivlalaysia's  major export commod- 
i t i e s  , rarticularl-y  rubber,  the  record of growth during  the Plan period Was 
sat isfactory.  The cumulative to t a l   p r iva t e  investment i n  1970 amounted t o  
M$5,051 mill ion 01: 78.3 per  cent of the-   revised ?la target   of  ~$6 ,449  
million.  Total  public  investment  for 1966-70 was est imated  a t  M$4,358 
mill ion,  o r  90.7 per  cent  of  the  revised. Plan t a rge t  o f  M$4,585 million. 

As regards  prospects  for 1971, the  Malaysian representatives  indicated 
a plan  target f o r  GNP of ~$12,668  mil l ion,  i. e. , a  growth rate of 7.2 per 
cent for the  year.  They ant ic ipated a r i s e  of a b u t  7 per  cent i n  pr ivate  
fixed  investment  while  inventory  investment i s  expected t o   t a p e r   o f f   t o  
r e l a t ive ly  normal leve ls  as a reaction to the  restocking boom of 1970. 
Domestic demand i s   l i k e l y   t o   b e   t h e  main stimulus  to  growth as it was i n  
1970. 

The Malaysim  authorities  recognize  that  despite  the  substantial 
economic growth  over the  past   several   years,   both unemployment  2nd the 
economic inbalances between social  groups and regions s t i l l  p e r s i s t   t o  a 
considerable  degree.  Accordingly,  the Second Malaysia Plan, which i s  s t i l l  
in   the  process  of f inal izat ion,   g ives   high  pr ior i ty   to   the  reduct ion Of 

economic d i spa r i t i e s  among major soc ia l  groups and the  expansion of employ- 
ment while  aiming a t  a minimum r a t e  of growth  of 6.5 per  cent  per annum i n  
GNP. The Plan  envisages a t o t a l  investment  of M$12,150 mill ion,   nearly 
50 per  cent  higher  than under the   F i r s t   P lan ,  of  which public  investment 
would. amount t o  1!.$4,307 millj.on. 

The Malaysicin representatives  agreed t h a t  the  attainment o f  Plan 
ta rge ts  and policy  objectives  would.be  contingent on the  development of 
more effect ive  capabi l i ty  fo r  implementation of public  sector  projects 
as  well as on adequate  response by the  pr ivzte   sector   to   opportuni t ies  
under the  Investment  Incentives Act 1968, which i s   t h e  main policy  instru- 
ment for prcmotir,g industr ia l izat ion.  They r e fe r r ed - to   t he   ro l e  of the 
Capital  Investment Committee in  streamlining  the  processing  of  investment 
proTosals  and i n  approving. fur ther   incent ives   to   acce le ra te   p r iva te   in -  
vestment. As  regards  the  rationale  of  import-substi tution,  the Malaysian 
representatives  stated  that   al though some of the   indus t r ies  such a s   t e x t i l e s ,  
cement, etc. ,  were or iginal ly   intended  to   cater   for   the domestic  market, 
they were now inctreasingly  being  oriented  to  export  markets. 

2. Commodity problems and pol ic ies  

The MalaysLan representatives;  expressing  the.ir  appreciation  of  the 
Fund's  increased  attention  to members' p o l i c i e s   i n  t h e  comodities '   sphere 
elaborated on some of the main problems re la t ing   to   rubber ,  t i n ,  palm o i l ,  
and timber, which a re   o f   v i t a l  importance t o  Mal aysia's economy and balance 
of payments,  and  hoped t h a t  the Fund would assis t   in   f inding  construct ive 
solut ions  for   these  in   the  internat ional   context .  
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There was a fractional-  decline (0.3 per  cent)  in  rubber  production 
i n  1970 to 1,255,824 tons due to   the  decl ine  in   rubber   pr ices  as well as 
adverse  climatic  conditions  in West Malaysia  an5 Sarawak,  and the  securi ty  
problems i n  par t s  of East  Malaysia. Rubber prices  declined from 70 
Malaysian cents a pound. i n  January 1970 t o  a low of  about 48.3 cents a 
pound i n  October and despite a slight  recovery  thereafter  declined to 
49.1 cents  in  February 1971. The au thor i t ies  had intervened  to  make 
purchases when the  pr ice  of rubber f e l l   t o  about 43 Malaysian  cents a 
pound and although  such  purchases were s t i l l  in  process  they were regarded 
as   essent ia l ly   t rans i t iona l  measures i n  a period of low and unrea l i s t i c  
prices.  Currently,  rubber  stocks  in  Malaysia (155,000 tons   i n  February 
1971) were re.’,atively  high  because of reprocessing of stocks due t o  flood 
damage i n  January 1971 and the  disrupt ion of t ransport  from the  eastern 
par t  Of Ides% Malaysia as  well  as the premium commanded by future  over  Spot 
pr ices  wh;,?h had  encouraged withholding of stocks  for  future  delivery.  
The Malaysian representatives,  however, expected  that  these  temporary 
factors  w i l l  soon be eliminated and stocks w i l l  r e tu rn   t o   t he  more n 0 ~ ~ ~  
l e v e l  of 8 per cent of production, 

The Malzysian  represellt.a-t;ives, however,  emphasized that   the   effect ive-  
neSS Of domestic policies  in  maintaining  the  competitiveness O f  n a t u r a l  
rubber i s  a l s o  contingent on appropr5at.e measures i n  major consuming countries. 
They r e i t e r a t ed   t he i r  concern with the  annollncement effects  as well  as the 
ac tua l  impact  of disposals of  rubber from the  U.S. s-hockpile. Thus, the 
price  of  rubber had declined. from 72 Malaysian  cents a pound t o  68 Malaysian 
cents a pound a f t e r   t he  news of the s tockpi le   re leases  had been  leaked and 
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had  dropped further t o  55 Malaysian  cents a  Found a f t e r   t he  act2a.i  &TiQlltlce- 
ment. They were in t e re s t ed   i n  an endilring  lorrg-tern  solution t o   t h e  problem 
of stockpile  releases and expected  that  the  Associat5on of  Ratural Rubber 
Producing  Countries would put  forward  specific proposals. t o   t h e  U.S. autho- 
r i t i e s   b e f o r e  J u l y  1971. They also supported the idea of a "trigger  price' '  
for  rubber which would suspend sa les  on a f a l l i ng  market.  According t o   t h e  
MalaJrsian representatives  another major issue was the s t ructure  of t a r i f f s  
i n  the  industr ia l   countr ies  which , while  admitting  natural  rubber  duty-free, 
inrposed dut ies  up t o  21 per  cent on natural  rub3er mixed wi th  chemicd-s. 
This inhibi ted Malaysian  rubber  producers from producing  rubber  tailored 
t o   s p e c i f i c  consumer requirements. In  response t h e  staff team pointed  out 
that   during  the la tes t  consultation  discassions with the  concerned member 
countries  the views of the  natural  rubber  producing  countries on StoClQlle 
releases had  been  adequately  expressed and t h i s  subject worlld be  kept  under 
continuous  review by the  staff along wi th  other  relevsnt  aspects of Primary 
commodity problems. 

The production of t i n  recorded a small increase from 72,167 tons   in  
1969 t o  72,630 tons   in  1m. Although export  prospects are regarded. as 
favorable, due , arrnong o ther   fac tors ,   to   the   ra i s ing   of  the f l o o r  pr ice  by 
the  Internat ional  Tin  Council,  output i s  unlikely t c  show any perceptible 
increase  because Df the   decl ining  avai labi l i ty  of t i n  mining  land and 
continuing  depletion  of  existing mines. 

Although the  authori t ies  had not  yet  taken a f ina l   dec is ion   to   resor t  
t o  the Fund's buffer  stock  f inancing  facil i ty fo r  financing  part of Malaysia's 
contr ibut ion  to   the Fourth International  Tin  Agreeaent, the  Malaysi,an repre- 
sentatives reviewed with the staff team the  policy  issues and procedures 
involved i n  a Fossible  recourse t o  the faci l i ty   through a suFer gold tranche 
purchase. They expressed the  h o p  t h a t  t he  Fund  would permit  Malaysia t o  
make use cf tke f a c i l i t y  and thereby zake it meaningful i n  terms of b!alaysia's 
requirements as a leading  t in   producw. 

" 

O i l  palm cultivation  has grown rap id ly   in  the  past  se-Terczl years, 
l a rge ly  i n  response t o   t h e   o f f i c i a l   p o l i c y  of  agr icul tural   d ivers i f icat ion,  
wi th  t he   r e su l t  that Malaysia i s  now the  world's   largest   comercial   exporter 
of palm o i l .  The production  of  paln o i l  and kernels  increased by 23 per  cent 
and 17 per   cent   in  1970 t o  424,000 tons and 90,920 tons,  respectively. The 
Malaysian representat ives   referred  to  the problems l i k e l y   t o  be encountered 
as a result  of  increased  production of palm o i l ,  such as the  need f o r  costly 
bulk  storage and other equipment, the  inadequacy  of  shipping  space, r e s t r i c -  
t i o m  on use of wrailable  "nonconference"  shipping  sFace, and the  excessive 
increase   in   f re ight  rates. They also expressed the i r  concern at the  pGssible 
loss  of tar i f f   preferences  for  palm o i l   i n   t h e  U.K. market and the  ircposition 
of an added 6 per  cent  duty i n   t h e  event of the United Kingdom's entry  into 
the EEC. 
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Timber,  w3ich i s  the   t h i rd   l a rges t  
rubber  and t i n ,  maintained i t s  long-term 
" 

1970. The output of saw logs (gY7l8,5CO 

earner  of fore:gn exc'nange a f t e r  
upward trend  in  production  dur-hg 
tons)  ana sawE t i d e r  (1,820,000 

tons) was higher by 4 per  cent and gper  cent,   respectively.  The aa in  
pro3lems of the  logging  industry a i s e  from tim5er  wastage and i l l e g a l  
tree  fell ing.   Therefore,   the  authorit ies  are  considering  the  grant of 
pioneer  status and inves tmnt   incent iws  -bo only thrJse processing fi-ms 
which use  the  less  known timber  species or  engwe  in  integrated  processirrg 
whsre it i s  possible t o  rcduce  wastage t o  a rriz~iman. 

Output  of r i c e  (paddy) increased from 1,573,600 tons   in   the  1968-69 
season t o   1 , 6 5 8 , W t o n s   i n   t h e  1969-70 season  and  the  authorities  expect 
thzt  with  the  extension  of  dou3le  cropping i n   t h e   t h r e e  main i r r iga t ed  
areas of West Malaysia., the  country would become nearly  self-suff ic ient  
i n   r i c e  by 1973. They are ,  however, also concerned  about  the economics 
of self-suff ic iency  in   r ice   beczuse  local   r ice  i s  relat ively  high  cost ,  
being N$40 t o  M$50 per  ton  higher  than  imported  rice, and in  the  event  of 
a decl ine  in   the  pr ice  of local rice,   marginal  r ice yroclucers, par t icu lar ly  
in   ncnirr igated  areas ,  wct;ld be  adversely  affected. It i s  intended t o  
es tab l i sh  a new authority to study all aspects of the  long-term  rice program. 

Among minor crops, the out2ut  of  fresh  pinexgples dropped  by 8 per 
cent   in  1970 t o  276,500 tcns  due to   decl ining  product ivi ty  as a res-ult of 
excessive  proportion  of  overage  plants. It i s  propcsed to   r ep lan t   t he  
holdings with newer high-yielding  varieties.  The au thor i t ies   a re  aypre- 
hensive  that  exports  of  camed  pineapples, which at   present  enjoy a prefer- 
e n t i a l   t a r i f f   i n   i t s   l s x g e s t  market,  thz  Unlted KingdGm, night be adversely 
affected  in   the  event  of t he  U.IC, Is ent ry   in to   the  EEC. 

w_ 

T'ce authorit ies  are  pursuing a vigorous  progrm  of development of 
coconut and p e ~ p e r   c u l t i v z t i o n  and are   a l so  examining the  prospects  for 
other  crops  such BS cashew nuts,   tapioca,  sago  and  bananas as   par t  of a 
long-term  policy of agr icul tural   d ivers i f icat ion.  

The Fopulation of Ndaysia i s  estimated t o  have increased by 2.7 per 
cent durring -the year ended June 1970 t o  19.94 million  as  against  a rise of 
3 per  cent  during  the  peceding 12-month period. A n  off ic ia l ly   ssonsored 
population  control program has  been  operating  siace 1966 under the  aegis of 
the  reorganized  i\Jational  Fmily  .Planning Board, vhich  has  undertaken an 
exkensive progrm, covering alsout 3.5 million  people,  through  ctilizing 
rural heaL-th personnel   operat ing  s ta t is  arld mobile c l infcs .  Although the  
md- rate of' population  grawth  for West Malaysia  has  declined  since 1966, 
the  authorities  are  concemed  about unemployznent, 

d."." 
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The s teady  deter iorat ion  in   the employment s i tua t ion ,  which i s  
par t icu lar ly  pronounced i n   t h e  age  group 15-24 including  school  leavers, 
i s  evidenced  by  the r i s e   i n   o v e r - a l l  unemployment from 6.6 per  cent of 
the   l a3or   force   in  1962 t o  about 9 per   cent   in  1970. The Malaysian  repre- 
sentatives  ind+cated  that  the  labor  force was projected  to   increase over 
the  period 1970-75 at an annual r a t e  of 3.2 per  cent  as compared t o  an 
annual  increase of 2.9  per  cent  during  the  period 1962-68. 

In  the  context  of  these  trends  the  discussion  focused on the short- 
and long-term po1ic:y  measures t o  counter  the growing volume of unemployment. 
The Malzysian  au-khorities have taken a variety  of  short-term measures t o  
promote enrplcjrrnent such as requiring  noncitizens  to  obtain work permits 
for  specified  periods  (renewal  being  contingent upon a qual i f ied Malaysian 
cit izen  not  being  axailable) , extension of t r a in ing  schemes t o  improve 
sk ins ,  r e s t r i c t ions  on overtime t o  a m a x i m u m  of 32 hours  per month per 
worker  except i n  very  special cases, ( th i s   has   resu l ted   in   the   c rea t ion  Of 
11,895 new jobs t o  Idate) and the  abolit ion  of  the  payroll  tax. To date, 
5,025 workers from Mest Malaysia have been  placed on rubber and on o i l  
palm plantations  in  East  Malaysia, an area  of  labor  shortage,  through  the 
Migration km.3 Eostrd':: program of assisted  migration.  This program has 
been  succescfd.  but i t s  further progress,  according t o  the  Malaysian  repre- 
sentat ives ,  w i l l  depend, amng  other  things, an easing of the  housing 
s i tua t ion  i n  East Nzlaysia. Regar&i.ng the  scope for   appropriate   f iscal  and 
other  incentives fo;? adoption of an "Intermediate Technology" using  rela- 
tively  labor-intensflve  production  techniqJes  in  agro-based  industries and 
soc ia l  overheads, e k . ,   t h e  Malaysian representatives said t h a t   t h i s  was 
currently  being  studied by an expert  cormittee. They,  however, concurred 
with  the staff team'ls observation that the  choice  of  production  techniques 
i s  a complex i ssue  which has   a lso  to   be  assessed  in   terms  of   the optimum 
trade-off between increased  output and efficiency and greater  emplo,vment. 
For instance,  their  experience of more labor-intensive  techniques  in 
construction and transportation was not always  happy. The authori t ies   regard 
land development schemes based on extension  of  the  ar2a  under  cultivation 
and plantat ion  as  one of the  most promising  avenues  of increasing employment. 

Referr ing  to  wage and price  t rends,   the  Malaysian representatives 
s t a t ed   t ha t   t he  ave?age increase  in  wage r a t e s   i n  1970 was about 3 per 
cent  withln a range of 2.5 t o  5 per  cent and most of these  negotiated  in- 
creascz  relzted  to  the  rate  for  specific  jobs and the  capacity of the  
e q 1 G : j W  t.0 pay. Signif icant ly ,  changes i n  the  cost  of l i v ing  had not 
generaJ-ly  been an i s sue   i n   i ndus t r i a l   r e l a t ions ,  which ref lected  the  general  
climate of p r i c e   s t a b i l i t y   i n   t h e  Malaysian economy. Despite  increases  in 
the   p r ices  of many imported  manufactured  goods, the re ta i l   p r ice   index   for  
West Malaysia  rose by only 1.4 per  cent  ( to 108.6) above t h e   l e v e l   i n  1969. 
Even t h i s  mcdest increase,  which ch ief ly   re f lec ted   the   ren t  and transport  
components of  the consumer price  index, was due t o  domestic  factors of a 
special  nature. The increase  in   rent  was due t o  an upward revision,  the 
f i rs t  of i t s  k ind   in  many years ,   in  local and s t a t e  government taxes on 
real e s t a t e .  The increase i n  cost  of t ransportat ion  ref lected  the  increase 
i n  road tax and driving  l icense  fees  as  well  8s higher  excise  duties on 
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t i r e s  and tubes. C)n the  other hand, prices  of  foodstuffs remained. a t  
about  the same l e v e l   a s   i n  1969. The IJalaysian  representa.tives  stated 
that  although  there was a seasonal   r i se   in   p r ices  a t  the  beginning of 
the  year,  aggravated by the  shortages and. d.istribution problems CauPed 
by the  floods,  they  expected that  consumer pr ices  will remain  relatively 
s t ab le   i n  1971. They  ad.ded tha t  the au thor i t ies  were intend.ing to   r ev i se ,  
i n   l a t e  1972 or e ~ 1 - y  1973, the exis t ing consumer p r i ce  ind.ex, based. on 
a sample survey i n  1958, so as to  take  account  of  the  changing  pattern 
O f  consumption  and prices, 

4. Fublic  finance - 
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Table 1. Malaysia: Federal Government Finance, 1968-71 

(In  mill ions of Malaysian --_I_ dol la rs )  

1970 
P r O V i -  1971 
sional  Re-vised 

1968 1369 Actual  Estimate 

Current  reverae 

Current  expecditure 

Current  surplus 

Development expendit  ure 

Over-al l   def ic i t  

Sources of finance: 
Foreign 
Domestic nonbank 
Bank financing 

Central R a n k  
Sale of Toreign  assets 
Comercial  banks 

34 
368 
79 
128 

25 
-74 

Source: Data provided by t h e  Malaysian authorit ies;   f inancing  i tems 
rec lass i f ied   cons is ten t  with b a i n g   s t a t i s t i c s .  

The r i s e   i n   cu r ren t   expend ik re  i n  1970 was mainly due t o   l a r g e r  
outlags on defenseand  intern&  securi ty ,   social   services  and debt charges. 
The Malaysian representatives  indicated tha t  there was ac tua l ly  a s h o r t f a l l  
i n  current,  expenditare,  largely  under  defense  and  internal  security, due 
t o  d.elaJm in  recruitment of personnel and postponements in   de l ivery  of 
ordered  equipricnt.  There was a subs tan t ia l   shor t fa l l ,   es t imated  a t  M$151 
mil l ion ,   in  d.evelopment expenditure  in 1970. The au thor i t ies   a re  concerned 
about the problera of accelerating  public development expenditure,   partic- 
u l a r l y   i n  view of the   pers i s ten t  shortfalls i n  recent years,and have  appointed 
a number of working  groups to suggest remedial measures. A new di rec t ive ,  
which a l l c l w s  government agencies t o  en ter   in to   cont rac ts  for development 
pro jec ts  before appropriations have actually been made, i s  expected t o  speed 
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up project  implementation. The Malaysian representat ives   s ta ted  that  
e f for t s  were being made t o  improve the  monitoring of development  expendi- 
ture but special  problem of reporting were involved.. They, however, did 
not  expect any spectacular improvement i n  implementation  capacity of the  
public  sector i n  1971 as the measures  taken would take some time t o  be 
f u l l y  effect ive.  

The budget  estimates  for 1971 show a higher   over-al l   def ic i t  compal-ed 
w i t h  1970 due largely  to   s izable   increases   in   securi ty   expenfi t l l re  Come- 
quent q o n  the Bri t i sh  m i l i t a r y  withdrawal and the  assumption of 3.arger 
d.efense  obligations by Malaysia.  According t o   t h e  Malaysian  representatives 
the peak pham in  defense  personnel  recruitment had alreacly  been  reached 
and fur ther  ?"creases in   securi ty   out lays  would mainly  be on account of 
equiTnmt  purchases. As regards  other  items of current  expenditure, an 
adiiitional ou.t;lay of M$7O min ion  i s  estimated for implementation Of the  
S d a W  increases recommended by  the  Suffian Commission. 

The discussions on long-term  fiscal  strategy  focussed on prospects 
for  higher  tax and loan receipts  taking  into  account  the  requirements of 
the  Secmd.  Malaysian  Plan. 
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5. Monetary policy _. 

There was a naked   dec l ine   in   the  rate of  growth  of money supply 
from 13.3  per  cent  in 1969 t o  7.7  per  cent i n  1970 (M$2,058 mill ion  as a t  
end of December) , which  exceeded by only a s l igh t  margin the  r a t e  of eco- 
nomic growth of about 6 per  cent  during  the  year.  In  contrast t o  1969 when 
the external  sector  provided the impetus t o  monetary  expansion, the 
exceptionally  large  increase of  22 per   cen t   in  bank c r e d i t   t o  t h e  pr ivate  
sector (M$h04 mill-ion) was the  main source of expansion i n  1970. Net bank 
claims on the  publ-ic sector  exerted a slight  contractionary  influence 
(-@I3 million).   Comercial  bank l iquidi ty   decl ined  substant ia l ly  due 
t o  the increase   in   c red i t   to   the   p r iva te   sec tor   bu t   d .esp i te  t h i s  the 
l i q u i d i t y   r a t i o  at; t he  end of 1970 a t  30.1 per  cent was well  above the  
minimm l iqu id i ty  requtrement of 20 per  cent.  Since the decline was t o  
Some extent an o f f s e t   t o  the preceding  year's  excess  liquidity and s t i l l  
leaves  adequate margin for any desired c red i t  expansion,  the  authorities 
did.  not  regard it as  cause  for  concern. 

I n  viep7 Of these in s t i t u t iona l  developments .and t h e  -possible risks Of 
i l l i q u i d i t y  of sore  of  the term loans, t h e  staff team inquired  about the 
adequacy of "- re f inanc ing   fac i l i t i es  - of the  Central.Bank,  the  evolution Of 
an appropriate bank rate mechanism t o  defi.ne terms and conditions of access 
t o   c e n t r a l  bank c red i t ,  and. the  poss5hiIi ty of es tabl ishing more specialized 
agencies t o  extend term credit   taking  into  account  the  fact  t h a t  comerc ia l  
ba.nks were not  necessar i ly   the most su i t ab le   i n s t i t u t ions  for t h i s  purpose, 
especially  since  the bulk of t h e i r  deposits were of a short-term  character. 

- 
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The Malaysian r epesen ta t ives   s t a t ed   t ha t   t he   au thc r i t ;  ,es were 
exmtning  the sccjpe fo;- extensicn  of  redj.scoumtirg f a c l l i t i e s   n o t  o,dy 
for  Treasvgr b i l l s  as   a t   present   but  also for  agricil l t .ural ,  commercial 
and indus t r i a l  paper  including  refinmce of term loans.  They had, 
however, t o  proceed  cactioxsly  particularly  as  they had t o  overcoae 
the  strong pyejlxdice of  conmercial  banks  against  recourse to the  
" lender   of   las t   resor t  ." But they hoped to develop  graduelly a  bank 
rate  mec1mris;n geared. to   the l r   , spec i f ic  requj-rements. 

Ps regards  specialized  agencies f o r  medium- a d  long-term  indus- 
t r i a l   f i n a n c e   t h e  Malaysiaii  representa%Lves  referred t o  t h e  role  
of  the "Malaysian IndustrFal Development Finance  Berhad (MIDFB)" and 
the  regional development finance  corpcratlons  in Borneo and Sarawak. 
They were also contemplat ing  the  es tabi isbent   of   comercial  bank 
consortia  to  yrovide  long-term  finance. 

There  were no changes  during 1970 i n  5ke s t r u c t m e  or  l eve l  of 
_ I .  i n t e r e s t   r a t e s  on commzrcial  bank loans and deposits and the  only 
measure affect ing interesCv r a t e s  was a s l igh t  upward revis ion in the  
discount  rates  for Treasu-y h i l l s  other t lmq the  12-month b i l l s  which 
rernained  unchanged a t  5$ per cent. F J i t h  e f f ec t  from April  6 ,  1970 the  
r a t e s  on Treasury b i l l s  with mztuities of 91 days, 182 dEys and 273 
days  were raised. from 4, 4s and 5 per cent   to  5 1/8 and 5 3/8 Fer cent,, 
respectively,  According t o   t h e  Malaysian representat ives   this  upward 
adjustment was  made t o   b r i r g  +,he r a t e s  nore i n   l i n e  with prevail ing 
rates  abroai.  and thereby  discoura,ge any ou'if1.0~  of funds. Conc?mrently, 
it was also  intended.  to chcck the  decl ine  in   comercia1 bank noldiigs 
of Treasury b i l l s  which occurred  la te  i n  1969 and continued  into  the 
ear ly   par t   of  1970. However, with e f f ec t  from March 31, 1971, r a t e s  on 
Treasury b i l l s  of 91 days,  182  days, 273 days  and 364 days were redcced 
t o  4 7/8, 5 ,  5 l/S and 5 + per  cent  per anrun, respectlveljr,  following 
the  decl ine  in   i rkcrest   ra tes   abroad.  The au thor i t ies  regard the  
developent  of the  Treasury b i l l  market more as  a means af meeting the  
6ema.d of the Lafiking system for a 1iqui .d  asset   ra ther   than as a source 
of  seasonal  finznce for government since  the wcys and means posi t ion 
dces  not strictly warrant; extensive  recourse t o  t h i s  form of borrowing. 
The  demand for  Treasuyy b i l l s  has   r isen  s teadi ly  with t h e   r i s e   i n  banir 
l iqui2i ty .   Ccnsequept ly   the  authori t ies   are   seeking  to   ra ise   the 
s ta tutory limit on Treasury b i l l  issues  from K$1,00C) mi l l i on   t o  14$1,500 
Ei l l ion .  As regards the  sales technique cf Treasury bil ls ,  which E& 
present  are  offered. on " tap,"   the lklaysian l-epesentacvives  stated  that 
although  the  introduction of  Treasury b i l l  auctions has been  under 
examination for som2 ti_me, the  absence of organized  groups of dealers 
had iidxibited  recourse t o  this device. 

The Malzlysian representatives were of  the view that   the   present   level  
and s t ructure  of i n t e re s t   r a t e s   o f   comerc ia l  banks i n  Malaysia were 
broadly  agpropriate. Although the noney r a t e s  might  appear t o  be  low, 
the r e a  r a t e s   i n  most cases were posi t ive due t o   t h e   s t a b i l i t y  cf prices.  
Furthermore,  there ha&  been  an  impressive  growth in   f i nanc ia l   a s se t s  at 
the  prevai l ing  ra tes  of i n t e re s t .  
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As regard;  the monef;a.q~ outlook  dwing  the Second Malaysim Pian 
""I"" 

(1971-75) the  MCLaysian representatives  indicated  that  the  pr.ojected 
average  annual  rate of econoaic  growth of  6.5 per  cent was expected t o  
be  achieved.  without  creating any monetary or  p r i ce   i n s t ab i l i t y .  A 
slightly  higher  annual  ir,crease  of 7-8 per   cent   in  money. SUPPLY 2nd 
of 12 per   cen t   in   p r iva te   l iqu id i ty ,  had been projected  as  against   the 
comparable f igures  of 6.5 rjer  cent arld 11 per  cent,   respectively,  under 
the  First  Malayshn  Plan. 

-7- 

6. External  position and pol ic ies  - - 
14alaysials  halance  of payments recorded only a  modest s1rr 'p lUS of 

M$l24 mil l ion i n  1970, in   cont ras t   to   the   unusua l ly   l a rge  sur-plUs Of 

M$530 &llion in 1969. This re f lec ted  a sharp increase of nearly 18 
per  cent  in  imports under the  impetus of increased  investment  ccupled 
with  lower (15.1 per  cent)  export  earnicgs from rubber which more than 
offset   the  higher  receipts from exports of t i n ,  palm o i l  md timber. 
The reduced  surplus on merchandise  account was accolnpar,ied by the 
t r a d i t i o n a l   d e f i c i t  on servTces arLd t ransfers .  

The major f sc to r  accounting fo r  reduced  export  earnings was the 
weakness of  rubbor  prices Over the  greater   par t   of  1970 . Exyorts of 
i ron  ore   recordel  a very sharp f a l l   i n  1970 due to   the   c losure  of the two 
la rges t  mines i n  Malzysia  consequent on the  exhaustion  of  the  cre  deposits. 
These  mines accounted for  abcut  four-fifths of the  total   iron  ore  production 
in  the  country.  Exports of  manufactured  and  processed goods increased 
by nearly 20 per  cent  in 1970 t g  about @540 million Over the 1969 l eve l  
of M$455 mill ion.  

~4.11. i t e m  of  imports were sabs tmt ia l ly   h igher   than  i n  1969 with  tne 
" 

mst  substantial  gains  being  recorded by imports of machinery, motor 
vehicles,  iron  an6  steel  products, and chenicals. 

The inc rease   i n   t he   ne t   de f i c i t  on services  account i n  1970 was 
primarily on account  of  larger  freight and insurance psyments a r i s ing  
from the combined effects   of  a higher   level  o f  imports and t h e  rise i n  
f re ight   ra tes .  The phased.  withdrawal  of Br i t i sh  n~ilitary establishnents 
i n  Malaysia was the  other  factor  accounting  for  the  deterioration  in  the 
services  account. 

As regards  the  large magnitude of  "errors __ ". -. "" and  omissions" i n  the 
balance  of payments, t he   Ihhys i an   r epxsen ta t ives  said t ha t  i t  was 
d i f f i c u l t   t o   i s c l a t e   t h e   s p e c i f i c   f a c t o r s  among several  possible ones 
such as the  under-recording of  merchandise t rade and  nonrecording of  
invis ible   t ransact ions  within  the  s ter l ing  area.  Some of it might 
represent  outflow of cap i ta l   bu t  it would b e   d i f f i c u l t  t o  quantify it 
or t o   r e l a t e  it t o   d i f f e r e n t i a l s  between foreign and domestic i n t e re s t  
ra tes   s ince such movements vould also be  influenced by  confidence and 
security  factors  rather  than  yields alone. 
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I n  t he   l i gh t  of these t r e n d s  the  dincllssjons on _reserve pglicy 
focussed on the a.pprwpl-jater;ess of the  leve l  of rt- .cerveS i l S  Well E< 
t h e i r  cmlposi +.ion. The fila1 a ~ 7 ~ i n j - 1  ~ e ~ ~ ~ . - ~ e n t a t i v e s  stated.  that  although 
presently -the ex-ternal reserve  Tosit ion bras strong it had t o  be viewed i n  
the   l igh t   o f  a var i e ty  of  f a c t o r s  which together  pointed  to  the rnaintenauce 
of a high  average  level cf reserves. Among these were the  openness of 
the econc,my, past  experience of wide fluctuations  in  export   earnings,  
the maintenance of one hund.red per  cent  cover fo r  the  currency and the 



need. f o r  an  adequate  contiryency  reserve to deal  with  speculative 
pressures and cap i t a l  movements cauged  by  non-ecocomic factors ,   in ternal  
as well a3 external.  Adverting  to  the  experience of several  developing 
countries, which i n i t i a l l y  had. very  substantial  exrternal  reserves  but 
which subsequently  encountered  serious  foreign exchange cr i ses ,  the 
Malaysian r epesen ta t ives  added. that   they hoped t o  avoid such ContingeZCies 
by maintaining a f a i r ly   h igh  average l eve l  of reserves. T5ey were also 
Of the view t h a t  i n  evdust ing  the  external   reserves   posi t ion it was 
Pert inent   to   take  into  accaunt   the  nature  end conposition of reserve 
changes as d is t inc . t  from the  mere s i ze  of rese-rves. Thus i n  the case of 
Malaysia a l a rge   pa r t  of the  recent  increase  in  reserves  mereiy  reflect36 
foreigg  market  borrowing. Moreover, given  the  statutory  obligation  to 
maintain a hundred  per  cent  curreacy  reserve,  the  balznce which represcntcd 
about  five months retained  imports  could  not be rege-ded as a very  hlgh 
level .  The Malaysian  representatives, however, agreed. that given  the 
need for  accelerated. development, use of reserves   to  meet pa r t  of the 
foreign exchange costs  of productive  projects was not  objectionable  pro- 
vided k t  d.id. not  ;jeopardize  over-all  stability. 

Un&r the  S t e r i l n g  Gucxntee Agreement wi’zh the  United. King;d.om Govern- 
ment, effect iveziptember  25, 1968, the GZter und.ertook t o  maintain  the 
s ter l ing  value i n  terms of the  U.S, dollar, of a11 o f f i c i a l   s t e r l i n g  
r=serves  held by Malaysia i n  excess of 10 per  cent  of i t s  to t r t l  o f f i c i a l  
reserves.  Malaysia  in  rzturn  uncertook  to  naintaiil et  l ea s t  40 per  cent 
of i t s  t o t a l   o f f i c i a l   e x t e r n a l  reszrves i n  ote;.ling, b u t  during 1970 the  
proportion of s ter l ing  reserves  t o  t o t a l  of-;?icial reserves ranged from 
49.9 per   cen t   to  52.1 3er cent. The Agreement i s  &e f o r  renewal i n  
BepteBber 1971 ani?. the  Kalaysien  authorit ies are curl-ently  reviewing 
with  the URited K:ingdom author i t ies  i t s  possible  ‘extension  for mmthe:? 
two years. Accord.ing t o   t h e  Ma1aysi.m representatives,  while -She Agr2e- 
ment has so f a r  worked. sat isfactor i ly ,   the   high miniram proportion or 
s t e r l l ng  had hmpte-.-ed d,iversifica.%ion of reserves,  tne need. for which had. 
become increasingly  greater   in  view of the growing ancertainties  about 
the  future  statGs of s ter l ing  balances  in   the  event  of Britain’s entry 
in to   t he  Conrmon Market. MorCover, txcGrd,ing t o  t~m, the  fo_rmer pre- 
dominance of sterlrng for  illvoicing and set-t lezent of internat ional  
transactions was gradually  declining. 

Malaysia  naintnlns n3 r e s t r i c t ions  on payments and. t r ans fe r s   fo r  
current  in%ernational  transactions.  This, coupled. with Yie l i be ra l  
admhistrat ion  of  exchange and. trad.e  controls,  has  contributed  mskerial-ly 
t o  economic s t & l i i t y .  There has  been some increased. resor’i to   higher  
import. du-i;ica on selected itms, such as electricsl  c o n s u ~ e r  goads, 
pei;rolcura and. tex t i le   p roducts ,   fo r   p ro tec t ive   reasons   bu t   t a r i f f   po l icy  
has  been gene:-ally select.ive, The surtax on a l l  inports, o’her than 
exemgted categories, was r a i sed  from 2 to 4 per cent,, e f fec t ive  December 22, 
1970. T k r e  h m  been no intensif icat ion  of  quanti-La’iive r e s t r i c t ions  on 
imports, which  have generally been  used. to   p revent  excess-ive  accumula%ion 
of inventories when addi t ional   tm-iff   protect ion  for  a new dmes t i c  
incustry was being  cocsidered.. 



Malaysia  has  taken  an  active  part  in  schenes Of regional  economic 
cooperation  such as the Association  of  South  East A6iz Nations ( A S W )  
a.nd  the kian and  Pacific  Council (ASPAC). The  Malaysian  representatives 
thought  that a clearing wJ.d payments  arrangement  on a subregional  basis 
for srcall groups of countries  in  a  comparable  stage  of  development  was  a 
much  more  realistic  prospect  than  any  elaborate  clearing  arrangement or 
a  regional  reserve  system f o r  the ECAFE region  as a whole.  They  ind.icated. 
that  an  expert  group  was  presently  examining  the  feasibility  of  a  clear- 
ing  union  for  the ASEAN group  (In2.onesia, ~alaysia, Fhilippines,  Singapore 
and.  Tm.?-!..anC!)  while  seversl  permanent  committ,ees  were  actively  reviewing 
propozc.2-r azd. projects  relating  to  tourism,  commerce  and  industry,  trans- 
port slid cc.ixm:ni?etions  and  finance.  The  Malaysian  representatives  par- 
ticularly  welcomed.  the  recent  decision  to  bring  private  sector  activities 
within  the &bit of ASEAJ!? which  would,  among  other  things,  facilitate 
bulk  purchases of plant  and  equipment  for  the  region  as  a  whole,  and 
thereby swe foreign  exchange. 

111. Appraisal 

The  Malaysisn  economy  maintained.  in  1.970,  as  in  pest  several years,  
a high  rate of’ growth  with  relatively  stable  prices  and  a  comforteble 
external resemes Fosition, a conjuncture  which  amply  testifies  to  the 
efficacy of the  prudent  and  outward.  looking  policies of the  Malaysian 
authorities. 

Therefore ori the  whole  the  economy  has  no  immediate  macro-economic 
Problens  of  a  serious  nature  other  than  the  d.isconcerting  growth  of 
Overt  unemployment  to  about 9 per  cent  of  the  labor  force,  particularly 
among  the  lowest  age  groups  and.  school  leavers.  This  is  rightly  regarded 
by  the  Malaysian  authorities  as  by  far  the  most  serious  immed.iate  problem 
facing  the  country,  particularly  in  view  of  the  much  higher  projected 
ar”Na1  rate  of  growth of 3.2 per  cent  in  the labor force  over  the 
period. 1970-75. It  exemplifies  in  a  striking  manner  one  of  the  basic 
d i i m m a s  facing  many  developing  countries,  namely,  that  high  rates of 
econcnic  growth  d.o  not by themselves  ensure  rising  levels  of  employment. 
This  suggests  a  strategy of employment-generating  growth  and  exploiting 
the s c o ~ e  for a labor-intensive  technology  in  industry  and.  agriculture 
through f i s c a l  m d .  other  incentives.  The  choice of labor-intensive 
technicpes,  howzver,  also  needs  to  be  assessed  in  the  wider  context Of 
the  optimum  trade-off  between  economic  efficiency  and.  greater  employment. 

The Malaysian  authorities  recognize  that  the  only  enduring  solution 
for  unemployment  in the  long run is a  much  higher  rate of economic  growth, 
toward.  which  the  Second  Malaysian  Plan  is  expected  to  make  an  effective 
contribution.  The  staff,  however,  feels  that  this  will  be  contingent  on 
the  development of a  much  more  effective  capability  for  implementation  of 
public  sector  development  coupled.  with  an  ad.equate  response  by  the  pri- 
vate  sector to prevailing  opportunities  and  incentives.  These  are 
essential  prerequisites  to  higher  levels  of  investment  and  growth  which 
alone  can  furnish  a  viable  basis  for  the  achievement  of  the  avowed 
objectives of the  New  Economic  Policy  includ.ing  the  narrowing  of  econ@mic 
disparities  between  regions  as  well  as  social and. racial  groups. 
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The authoriti.es are pursuing  resolute and imaginative  policies for  
diversifying the economy as well as maintaining  the  ccnpetitiveness of 
Malaysia 's   tradit i ,onal  exports of primary  products. The growth of the 
manufacturing  sect.or has been largely  geared,  to  the  pace of import- 
subs t i tu t ion   bu t  i t s  future  viabi1it.y w i l l  depend increasingly on i t s  
capacity  to  enter  export   markets.  The long-term  rationale of import- 
subst i tut ion  in   respect   of  r ice also  merits  careful  consideration  in 
view of the f ac t  that while the technical   feasibi l i ty   of   sel f -suff ic iency 
i n   r i c e   i n  t h e  near  future i s  no longer i n  doubt,  Malaysia i s  l i k e l y  
t o  be a high-cost  producer  of  rice. The impressive  r ise  in  exports of 
manufactured goods i n  1970 i s  a. pwt icu la r ly   g ra t i fy ing  development. 
The cmpva- l ive   s t ab i l i t y  of wage rates and prices  in  Malaysia would 
streng-khen t h e  capacity of nontradit ional  exports  to compete i n   i n t e r -  
national maykets. The problems faced.by Malaysia as a leading  exporter 
Of rubber,   t in,  palm o i l  and t rop ica l  timber underscore  the  continuing 
need. fo r  corlatructive  and  meaningful  international  cooperation between 
producing  and consuming countries as regards  matters l i k e  stock  disposal 
pol tc ies ,   reasonable   s tabi l i ty  of pr ices  and access t o  markets. 

The over -a l l   f i sca l   pos i t ion   in   recent   years  has not  been a matter 
Of concern b u t  Tn viev of the  greater  demands on the  publ ic   sector   in  
the Second Mzia.ysiE.n man, a l l  evenues for   ra is ing  addi t ional   resources  
for   the  publ ic  sector  through  taxation and. nonbank borrowing w i l l  need 
t o  be continually  cxplored. The proposal   to  issue nonmsrketable  savings 
ce r t i f i ca t e s  i s  therefore a welcome development which should be viewed 
as an integral   par t .  of a broad based. savings program relying on a var ie ty  
of savings med.i.8 as well as on r e a l i s t i c   i n t e r e s t  rates and. other 
incentives. 

Monetary management has  been  well-oriented  with a growing  emphasis 
on promotional and developmental  features on the lending  and  borrowicg 
sides,  notsbly  the encouragement t o  term finance and "character"  loans 
which represent a means of personal  credit  of  customers 
who lack  ad.equate  conventional bank co l la te ra l .  The new f a c i l i t y  of 
medium-term f i x e d .  deposits  offered. by  banks w i l l  help widen the  range 
of savings media and he lp   fac i l i t a te   ex tens ion  of term finance by com- 
mercial  banks. The author i t ies  hope t o  d.evelop gradually an appropriate 
refkance  and.bank  rate mechanism sui ted  to   local   requirements .  

The balance of payments posit ion  continues  to be strong with no 
immediate problems : l i ke ly   t o  be caused. by Malaysia's  domestic  policies. 
However, export ear:rrings are   vulnerable   to   s ignif icant   f luctuat ions and 
policy d.ecisions i n  the economies of the  major industr ia l   countr ies .  The 
staff recognizes  the  valid.ity of the  various  factors  ci ted.  by the  Malaysian 
a u t h o r i t i e s   t o   j u s t i f y  maintenance of a relatively  high  average  level of 
external  reserve6,notably  the  openness of the  economy, f luc tua t ions   i n  
emor t   p r ices ,  and the need fo r  a contingency  reserve t o  d.eal wi th  
specula t ive   ~ressures .  A t  t h e  same time the   s ta f f   be l ieves   tha t  a 
jud.icious  reliance on ex terna l   reserves   to  meet par t   of  the  foreign ex- 
change costs  of  accelerated development would cons t i tu te  a legit imate 
use of reserves ,   par t icular ly  if it d.oes not   jeopardize  over-al l   s tabi l i ty .  
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F L I . ~ ~  Relations  with  Malaysia 
"- 

The former  Federztion  of  Mdaya  joined  the Fund on Earth 7, 1958. 
I t s  name  was changed t o  Malaysia on September 16, 1963 wi th   the  merger 
of Sabah, S a r a w a k ,  and Singapore.  Subsequently, on August 9, 1965, 
Singapore  seceded  from  Malaysia. 

The i n i t i a l  quota of US$25 mil l ion was subsequently  raised t o  T~$186 
mil l ion,   the  most recent   increase,   effect ive Decex3er 18, 1970, being   in  
accordance  with  the  proposals under the   F i f th   Genera l  Review. Of t h e  
present  quota, a t o t a l  of $41.1 million  has  been  paid i n  gold. 

The i n i t i a l   p w  value of the  Malaysian  dollar was estabI-ished  with 
the  Fund at 0.290295) gram of fine  gold  per  Malaysian  dollar  or M$3.06122 = 
US$1, e f fec t ive  July 20, 1962.  There  has  been no chcnge i n   t h e  p a  Value 
established  with the Fund. 

Malaysia  has made no use  of  the  Fund's  resources,  %ut $5 mill ion 
Malaysian  dollars have been  purchased  from  the Fund by  another meEber. 
The present Fund holdings of Malaysia  dollars  are  equivalent t o  75 per 
cent of quota. 

Malaysia i s  a p a r t i c i p a n t   i n   t h e   S p e c i a l  Drawing Account of   the  Fwd,  
and received  zllocations  of SD3 21.0 mil l ion on January 1, 1970  and 
SDR 19.9 mil l ion on Janua-y 1, 1970 and 1971, respectively.  Malaysia  has 
been  designated to   receive  special .  drawing r igh t s  and has  received SDR 2.3 
mill ion  through  this  process.  As of  Ma-ch 31, 1971 Malzysia's  net SDIi 
holdiogs  totaled 43.3 mil l ion,  which was equivalent t o  106 per cent of i t s  
net  cumulative  allocat2ons. 

Kalaysia  accepted  the  o5ligations  of k t i c l e  VIII, Sections 2,3, and 
4 of t h e  Fund Agreement as  from Novernber 11, 1968. The previous (1970) 
Ar t ic le  V I 1 1  consultation  discussions were held  In K u d a  1~"11?pur, June 15-24, 
1970 (SM/70/169, 8/7/70 m d  SM/70/170, 8/10/70) and t h e  Board discussion 
w a s  held on September 9 ,  2-970  (EBM/70/86). 

h r i n g   t h e   p a s t   s i x   y e a r s   t h e  Fund has  provided  technical  assistance 
t o  Malaysia  through i t s  Central  Banking Service,   Fiscal  Affairs Department, 
and BuTeau o f   S t a t i s t i c s .  Two experts from the  central   banking  panel are 
currently  serving  with  the  Central  Bank of Malaysia; Mr. Klein (Germany) 
as Ceputy  Chief  Economist (November  1969-Novem3er 1971) and. Mr. J.F. Smith 
(United  States)   as   Assis tant   to  Governor fo r  Bank Supervision (March 1968- 
June 1571). Mr. San Lin of the  Central  Banking Service  vis i ted Kuala Lumpur 
i n  July 1970 t o  assist i n  review  of  the  Central B a n k ' s  regulat ing  authori ty .  
The technica l   ass i s tance   ac t iv i t ies   o f   the   F isca l  Affairs Department i n  
Malaysia commenced wi th  t he  assignment  of a s t a f f  mem5er (Mr. P.D. Ojha) 
for a year from May 1965 t o   a s s i s t  with the  preparat ion of a revenue 
program and the  estzblishment  of an economic ana lys i s   s ta f f .  Two 
staff members (PIessrs. R.S. Latham and C.Y. Mansfield)  visi ted  both 
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East and  West Malaysia during J ~ u ~ ~ ~ - F e b ; ~ a r y  1969 t o  review the present 
and potential  sources of  federal  and s t a t e  revenues and a follow-up of 
t h e i r  report  was pro;ided when two staff mem3ers (Messrs . L. blcten and 
C .Y. Mansfield)  visited  Mzlaysia  in February-March 1970. Aa e x p r t  frcm 
t h e   f i s c a l  panel, Mr. F.  Bishop  (United Kingdcm) has  been  assigned as 
Advisor of Customs  and Excise t o  t he   Wnis t e r  cf Finance (June 1969-JLiLy 
1971). Mr. Schul tz  of  the Bureau of S ta t2s t ics   v i s i ted  Kuala LimpuT in 
May 1970 t o  assist i n   t h e  Tmprovement  of the  coverzge of the C e n t r d  E d  
Bulletin.  




