Part One

Decade of Development Under the
New Economic Policy, 1971-80



also increased rapidly in order to achieve the. NEP objective's of poverty
eradication and restructuring society.

7. A-prime objective.of growth is to increase the consumption possibilities
-offered to the people. While by nomeans.a ‘perfectindicator of -welfare, the
real .per capita consumption ‘increased from $856 in: 1970 to.$1,445 'in 1980,
.arate of mcrease of .5.4% per arinum. The share: of. pubiic consumptien
also tose substantially, reflecting deliberate -Government effortsto ensure’.
that such public goods,as education and heajth servicesare widely available.:.

8. The incréase in. GDP enabied.the’ Government ‘to'énsure: that redistri-
bution took place in an environment where'all would benefit. Withiout ‘such
rowth, efforts at redistribution would require someito foregotheir absolute
Jevels of welfare in order to allow 'those wh o were nitially less well-off to
make real pains. In .addition, rapid economic growth would enable the
mobilization of the substantial 'resources:required for the attainment.of the
'NEP objectives.

9. .Rapid growth, moreover, carries with it.the promise of structural change;
the. creation of a- modern economy, and the generation of ‘employment
opportunities in- productive- aetivities. During;, the. pdst decade; the’
share of "'the agriculture sector 1 n total GDP declined while th'e share of
the. modern “sector 'activities. such as manufacturing and, construction.
“increased rapidly. As a consequence, not-only did unemployment decline”
to5.3% in 1980, a considerable drop-from the level of 7.8% expérienced
in '1970, .but the share of employment: in -the modern 'sectors. also
increased. Despite the fact that unemployment and underemployment con-
.tinue to exist, there is growing, evidence.of .a tightening in the supply of
labour. for certain industries. The provision of gainful employmeént has-been
the.most powerful poverty eradication tool. Those who are unemployed or
' underemployed are not only likely to be poor but. also ill-equipped to parti-.
cipate 'in Tgf: economic life. -of ‘the: nation. The rapid -progress which
was achieved i ameliorating the problem of unemployment reflected the
success of a major thrustof 'thenational development.effort;

Poverty éradication

10.: .The NEP objective of .poverty eradication called “for -a .pattern - of
development which would permit increased -participation and. invelvement

of .the disadvantaged in the economic activity: A fadjor poverty eradication:

strategy has been in land development and in'sizy 2griculture apart from

the:absorption of the rapidly growing rural.labour force into Higher 'income

jobs.in the. industrial and services sector. In addition, programmes were.
- implemented to help specific target groups: rubber smallholders, padi
farmeérs, coconut smallholders; estate whrkers. fisnermen, mixed farmers. and.
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residents: of. New Vrllages The availability of replantmg grants, the provision’
of increased ‘and subsidised inputs to various agncu]tural activities, and the
use -of spe:cml agencies to assist in the markﬂtmg of produce and in nbtamlng
‘access to inputs, together with measures to’ stimulate growth in'the poorer -
states *have .all- helped “the ‘rural poor.” The urban poor also benefitted .
from ‘the provision of . public far.:ﬂmes and .amenities ~which coritri
buted to an improvement - in the quality of life in. urban areas. Low-cost
hnusmg projects and: programmes .to assist urbanpefty traders in the
acquisition of .stalls and.equipment were also underiaken.

11, The combined effect of the deliberate poverty eradication policies and
programmes, the rapid growth of the economy and’the favourable world
prices for Malaysia’s major export. commodities led to a‘decline in the
incidence of poverty from 49.3% 1in 1970 to 29.2% -in 1980."Despite the’
substantial progress made, poverty. remains’ a problem. This. is because
of the high incidence . of p@vcrty that existed at the start of the decade.
The rapid  progress’ that was made during the .decade: strengthens _the
confidence of :the Government in achieving the poverty eradication targets
enunc:ated in the OPP.

Income hleqll.lllty

12. The presence of poverty, the inability to find meaningful ‘employment
and imbalances in the ownership of assets were reflected in the distribution
of "income.- In 1970, not only ‘were. the lowest * income groups - getting
.diﬁprﬂpmrtmnate]y IESS of the total income than ‘the upper income groups,
‘but-that the dverage income of ‘the Malays and other indigenous ‘people
was also substantially below that of the Chmcse ‘and' the Indians. Poverty
existed ‘in all racial, groups, but the largest proportion of ‘the poor.was
concentrated among the Malays and other Indigenous. people. During.-the
first decade of the.NEP period, the mean incomes of. all racial"groups
increased. “All. income :groups also benefitted from. the. policies pursued
durmg the past ‘decade.

- In terms of ‘income" dlst,r*butmn ‘among - the -ethnic groups, the Malay
mcan income -continued to.be below the national average. However, the
Malay’ mearn jncome grew ai the highest rate compared with those of nther
ethnic groups- during- 1971-79, reducing the: gap betwéen the Malay mean
Income and the" national average from 348% in 1970 to 32.7% in 1979.
Both.the:Chinese and Indian mean incomes were above the national average,
but the ‘proportion “of their mean incomes to the ‘national average declined
during the-period. Despite improvement in the level . of absolute income for
the *various ethnic groups, much remains to be done to remove the large
incoie -disparities between thém.

Restructuring .of soclety

14.- An important second -dimension -of .the- NEP . objective is . the,
restructuring of . the Malaysian society so as .to reduce and eventually
eliminate .the identification of race with e.cﬂnumlc functions.. The initial



distribution of assets, in terms of human, physical and financial, made it
difficult for the. Malays and. other ,indigenous; peuple:.tu-'gﬂl:ﬂf.access lo,
modern sector jobs. to own and manage  business enterprises and to
acquire a fair -share of the increments m wealth, generated -.through an
expanding economy.

15.  In. the: PIOCESS of restructuring employment, Gpyvernment polic
hasised the need o increase tLe grEpreEEn{atmn.’ E&Eﬂn s, and p{}dl%

¢ !
indigenous people in .the modern sector in line with the.racialcomposition

of population at all levels; especially at:the upper Jevels of the job hierarchy
where, they were seriously under-represented. Fi‘.:hﬂ policy measures to bring
about this restructuring. process ‘included the; development of appropriate:
education and training. programmes 'to. increase 'the supply »::-Etrainf:d
manpower and: direct .incenflives.1as ‘well as,administrative’ ‘measures. to.

increase their participation m . the modem sector: As:a result' of these
policies. the participation,-of the Malays and: other indigenous -people 'at
managenal “and technical levels has increased. .

16.. The.Government policy to- reduce imbalances in the' ownership of
assets and wealth has focussed on,financial as well 'as -piﬁ-‘ﬂical' assets' in
all: sectors. Institutions 'such as Majlis Amanah Rakyat (MARA), Urban
yelopient: Authority (U and Bnk Pembangunan Malaysia Berpad:
&el‘;ﬁ ) as weﬁ ashpm}f,:té GI(?II{}I'}HETE?ZL[B lgan :s. served as channels of i:racﬁt to..
ofsntial Bumigutera gntrepreneurs. In addition, advisqry and;conspliancy
?Qgiiﬂtél%‘eg}g%%ggég people,to establish their businesses. The progréss so

17. The key to the ownérship' and control of wealth is through the owner-
ship. of the. equity ‘capi ngd effective '
&ananiﬁ&j eﬁl}%‘m? g?ilug:dﬁ;'eal' mmn%ﬁgg;%ﬁéed:by the. Government
were required to-set aside at least 30%/df their share capital for the Malays
and other indigenous people. Similarly, shares have been reserved for them
under the merger and take-over- guidelines implemented 'by. the: Foreign”
Investment Committee. The Govérnment through.institutions such as. the
Kompleks Kewangan Malaysia "Berhad (KXMB), Pelaburan Nasional
Berhad (PNB), Perbadanan Nasional Berhiad (PERNAS), and: BPMB
in trust equity capital, for the Malays and-other, indigenous people with the
ultimate objective of divesting, the shares to them. The progress with respect
EE] restructuring ownership of. capital, in the corporate sector .was' sub-
antially below the OPP target, The 'incomellevels among the Malays and
«other indigenous people' are. still low and they do .not generate 'sufficient

savings to-purchase: shares set aside for them. Their, capacity to participate.
and 'effectivelymanage business enterprises H[Sp:t‘ﬂtﬁémt‘ﬂ'&' ra[gjd development
of entrepreneurial and business skills. In .addition, the lead time required to
establish industnial projects that have' been approved also led' to: a slow-
-down 1 the acquisitionof, shares in these ventures. The achievement: of the
long-term -ownership target necessitates considetable acceleration, of efforts

during the coming :decade.and ‘calls for; the removal of existing constraints;
5



Inter{lﬂpendent& hetwren ﬂcnnnmm ﬂevalupmenf and: .equity | ' o ﬁ st SH

-18. The NEP racr:}:,m:af:d tHe mterdepﬂndﬂnce belweea economic deveinp-
‘ment and ‘the-need to achieve ‘a more . egalitarian society. Only -if :major
economic 1mbalances;” especially thoese: that accentuate "ethnic differences;
were -Teduced and’ ﬂve-.ntuallv E:I:tmmated wp,uld a 'strong and- united nation
emerge.

19, Th& develapment effort in thjsjregard relied on’ ﬁve main clﬂme:nts First,
_the Government: devoted an increasing proportion of its.resources to. dﬂvelap-
“_ment.- In current prices, some 8% of GDP was devoted ‘o ‘development.
expenditure during the.period 1971-75 and this rose to over 10‘?/5 during the
~period 1976-80. About 14. 2 %- of -development .expenditure was-spent’ on
.social services—education, health;-and housing— which . bénefitted -mainly
~ the.poor .in both'rural ‘and urban areas, The large and growing share of the
resources:devoted to. development. was evident" “of. the commitment by the
nation ‘to its goal of improving the economic welfare ‘of all Malaysians.

| 70 Secﬂnd, ‘the. e-:t:rnc:rmv increasingly used ‘its-own' resources to finance
" its development efforts. The! rafio”of taxes to GDP:rose from less than. 189
. ~during the period '1971-75 to more ‘than .21 % dunng the 1976-80 period.

“This *TEpI’ESEE'{Ed a substantial effort at dnmestlc resource mobilization.
Moreaver, the share of direct taxes, both personal and corporate,.increased
" '51gn1ﬁcantly, a deévelopment neneraﬂv held to-favour a more equitable
. sharing of the tax burden.

21, Third, industrial development,strategy shifted from import substitution
. to‘export. pmmutmn At the start of the der.:ade ‘the growth of the. economy
~had benefitted from investment. in import suhstltutmn industries ‘which
_ created ‘domestic: productive capacity and mcrease:d émployment opportuni-
- hies. Howeyver, ‘as the, more obvious and efficient rmpnrtfsubstitunﬂn opport-
. unities had. been exploited,_ the cmphams shifted to export promotion.: The
. '-rehanc.e on export pmmntmn as a. ma]mr force-in the economy allowed for.
. an efficient use of resources and an increased dn'v:rmﬁcatmn of the-export
structure, therhby enabling the Gnvernment to increase the role of the
. modern _SECtE_m in . the economy:..

22, Fotrth, -regional development Wwas given increasing lmpmrtance ini order.
to’ bnng about a more balanced distribution of economic acfivities and a
closer integration among the States Df Malaysia. Significant aspeets- of this
policy ‘were the establishment of new growth centres supported. in some
cases- by large land development schemes, the provision:of infrastructural .
- facilities and ‘the: establishment of agm—based industrial activities. While .
- imporfant. progress.has’been.made,.further regional development requires,
. among others, the resolution of pmblems related to intersstate Tigration
of pnpulatmn and a greater eﬁurt tc} induce. industries -to locate .in less- -

) -' 6



developed 'states. While the first calls for greater efforts to encourage inter-
state migration, the latter requires a review of the current locational incen-
tives .and strengthening of infrastructural facilities in less-developed areas, .

23. . Fifth, -policies and programmes were!. implemented to control inflation

and;to minimise 1ts impact' on the poor. Inflation 1s not only,destructive of

savings and growth, but places a burden on the poor which they can ill-

afford. During the [971-75 period, the. consumer price index (CPI) rose 'by

7.3% per annum mainly- due to international .inflation brought about by

‘increases in. energy prices .and the shortfall in. global food production::
-Brudent_fiscal and monetary measures combined with industrial harmony

were successful in. reducing the rate of inflation to 4.6 % per annum during,.
the period :1976-80. Even more important 'were the specific measures taken"
to ameliorate the impact of inflation- on the poor. The provision. of subsidies.
by the Govérnment and the: reduction mn import duties on.items which
'accounted for a major share in. the budget of the poor, and price control of.
essential ‘commodities as.well.as improvements in the distribution. system:
protected' the poor from the worst ,effects of rising prices. The success of
the anti-inflation pelicies with respect to food prices, led- to,the decline in

their prices from.10%: per annum during the 1971-75 period to only 3.89%
per annum during the 1976-80 period.. .

Interdependence of socio-economic development and' security

24. The interdependence of socio-economic . development and national
security, cannot be over-emphasised. Without: secu'rity, socio-economic pro- -

gxess will be affected. Likewise, the maintenance and expansion of security -
capability will become difficult without socio-economic progress. Therefore,
economic development and' the goals set forth in.the NEP aim not only at

creating a society in which all en']Fy higher incomes, but alsoat making the
nation stronger and more secure. T 0 -w1fhstam:l external and internal threats.

thbe nation must not onlycreate a just society but :also strengthen its-,security

forces to meet any potential dangers to the country, During the past decade,. .
constderable. attention was given to improve ,thécapabilify of the secunty .

forces. The 'recent changes.in the géo-political :situation; particularly 'in
Southeast Asia, make it imperative that the nation's' security be further
strengthened to safeguard the nation against any threat; |

IV, CONCLUSION

25, The. development path has been full of Challenges, and considerable,

progress has been made. 'However, much remains to be done if the NEP'
targets are to be attained., What is called for is-a thorough analysis of the
social and economic forces,, domestic and international, that will define the

parameters of development. 'The Government response to these forces will,
as.in the past,, remain pragmatic, with the consistent' objective of -attaning

the nation's.long-term: social and economic goals: Efforts will..be made to

-



remove the economic, social and.administrative constraints.-that prevent
greater participation ‘of the poor. and‘ the disadvantaged" groups, With:
the progress already achieved, and the lessons Jearned from tle experiences
of -the past In carrying-out the uniquie task of building a united ‘Malaysian
nation, the Government will continue to implement those policies, pro-
grammes and preojects that will assure securitv and social ]iI.ISf.lcE |



CurarTER II

The Growth "andf Structure of the:
Malaysian Economy

I. INTRODUCTION

26. The decadé of the seventies witnessed rdpid growth and structural

transformation 'of the Malaysian economy. The, Gross Domestic Product

(GDP), after having grown at 6% per annum during the 1960’s, recorded a

rate of growth of 7.8% per annum during 1971-80, resulting in’ a rising per

capita .income and major structural shifts in the economy; The implementa- -
tion of the twin! objectives.of the New Economic Policy [NEP?. coupled'
with ‘'major efforts to expand 'modern ‘sector activities, particularly mn

manufacturing, has been,a major. factor accounting for the rapid.structural’,
change., During the decade; the structure' of the economy 'mnvec? towards

a better balance. in terms of the.composition.of -output and its distribution’
among the sectors.”This process of rapid growth and changes in the structure.:

of, output. was_also accompanied by changes in employment structure and
the' rate of urbanization. In “addition, it also Taised problems

Of adjustment which required' urgent consideration and'resolution by the,
ovérnment..

-

. STATE.OF THE ECONOMY IN 1970

27. Past development efforts enabled Malaysia to reach a level. of per’

¢apita income of $1.142 in''1970.which was among the, highest in the Asian

region. Notwithstanding 'this, relativelv. high level ‘of per capita income. the
By SIS GhE YERRERRIJHCRUIE W IR o AR RA D e hipractsrisd
sector. The share of value added of the agricultural séctor in GGP was-
30:8 % while.the sharé of 'the manufacturing sector was..only 13.4%. Mining
and counstruction accounted for 6.3% and 3.9%., respectively. The services.
sector, comprising. among others, wholesale and.!retdil trade, finance and

ggvernment services.. contributed 41.9%' of. GDP,

28, The -above sectoral- composition of output ,was also- reflected in the -
distribution of employment by sectors.. Nearly half 'of the .total' employed.
were :found.in the agricultural sector, mostly in the low income agricultural
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activities. The manufacturing sector. ‘employed only 11.4% of the total,
while the servicés:sector. accounted for 31.5% of the.emploved. Within the
services sector. ja major, proportion ‘of the emploved "was found in ‘the
informal sector -activities such ‘as pétty trading ‘activities characterised by
low income levels.

29. * Exports which -accounted for''43.8% ‘of GDP were the, main
stimulus for domestic production -and were mainly concentrated  on
rubber, tin and to a lesser extent-on palm oil. The minimal linkages of the
primary sector to other.sectors of ‘the economy in terms of processing and
manufacturing -of finished . goods fesultéd in ,export growth having ‘a
moderate 1mpact on private investment and consumption and consequently
on domestic production. The share of imports "in :GDP was 39.6%
reflecting a.significant -dependence ‘on foreign sources for domiestic' needs.
The imports of consumption goods accounted for 25.2% of total imports
of” goods and services ‘while intermediate and investment goods imports
accounted for 28.5% and 22:9%, respectively. The rest. of the ‘imports
amounting to 234 9% was accounted for by petroleum..imports for re-exports
and services. A significant aspect of -the imiport structure was the extent of
import. substitution .that prevailed. The relatively low, share of. 168 %. . of
consumption -goods imports in total private consumption and 21.3% of inter-
mediaté goods imports in ‘total ., iptermedidte -inputs used in’'domestic pro-
duction indicatéd that considerable progress had already been made in' the
import substitution of these goods. The share of investment goods imports in,
total investment was about 51'% and this-high ratio reflected the low level
of import substitution:in investment goods.

30. ~.Public sector demand, comprising public consumption and- investment
expenditure; accounted for 21.3% of- GDP. The'relatively high - share of
public sector expenditure was mainly directed . to infrastructure development
and land improvements. |

I1l. STRUCTURE OF PRODUCTION, 1971-80

31. During the 'period, -substantial  striictural .changeés. occurred -in the
economy. At-the same time, the range of activities and :products and sources
of .growth. ‘became* more diversified .and correspondingly séctoral  com-
position of empleymeént changed significantly; Other’ structural changes
included improved regional, distribution of development and changes in
composition of tevenue and other sources of financing: for ‘development:
There had been an increasing degree. of sectoral interdependence and major
expansion in. both. the forward and-backward linkages bfought about by
technological- progress, expansion of the capital market, development of
communication and “infrastructural ‘facilifies as well as JMprovements in
the machinery of the'Government'in the. management of the economy. The
strengthening of linkages of the economy led“to increases in the multiplier
effects.,of 'the various sources of growth, Table 2-1. shows GDP by sector
of origin and changes in“the shares of the ‘Various séctors, ‘indicafing
structural changes in production which occurred during the decade.

10
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32. . ‘Ma)aysian -economy expanded at a rate of 7.8 % per annum durin
the-dgékéiedgi s]llaghtllaflﬂwerﬂth;nﬂthei_rate,_gf 8% targei:’?tg, - f‘{:ﬁ- Lhﬂ_-1:n_}:':'1_ric:r::l.-f Th%
-shortfall was due mainly to the slow .growth of 4.3% per annum. recorded
in the:agricultural sector. The other:sectors, notably manufacturing, con-
Struction ‘and services performed- éxceptionally well, recording rates.d
growth of 12.5%, '9.6% and '8.6% per.annum; respectivély. The relatively
faster rates of growth of mon-agricultural .sectors, led .to'a decline in the
‘'share of "agriculture in'GDP from.30.8% /in 1970 to 22.2%. in 1980, while
that of the manufacturing sector .increased sharply. from 13.4% to 20.5%
and"that. of ‘construction from :3.9% .to 415%. Value added share of the
services sector also increased significantly. from 41.9% to 45.1% m "1980,
~and this was brought about [largely'by the:increase in 'value added of the
government Services.

33. Significant structural cliirngas in thecomposition of ﬂu?ut,alsﬂ occurred
within The .sectors. especially.”in “agricultureé, mining .and. manufacturing.

ded .of the aericuliu oresir fishing seclor ex .
: Xﬁl‘ﬁe?p%?dhnﬁum .duri?l "lg?l-r?% afnd 3. %aggrgﬂ}#ﬁ?ﬁ'l ‘aﬁfx{]%gwgﬁd Fk(’::}r'
‘the decade.as a whole, the sector.grew by 4.3% per annum. However, annual
fluctuations in output ‘were recorded during,the period, Tesulting  from
price fluctuations and ‘adverse. weather conditions as. well. "as supply
poiicies. 'Notable "features in ‘the growth o the :sector during 'the period
were the rapid .expansion of palm oil output-which 'contributed' 'about 40%,
of the increase .inthe sector's output, and the-decline in the dominant role
of rubber in output expansion. Agriculture crops for domestic consumption .
such 'as: padi, fruits and vegetables, were, given increasing ‘importance - and
their output grew.at 2.9 %-and -5.8 % per annum, '-réSPec'ti.VﬁTy during '1971-80.
Livestock output was'adversely affected by the outbreaks of foot and mouth-
-disease during the 'latter half of the decade and; as a result, registered a-rate
of increase of only 2.2%. per ‘annum.
34. . The compositional changes in output in this sector weré a direct con-,
sequence of vigorous: pursuance, of . diversification:policy. 'A number , of
factors dictated his..divelrsiﬁrfatign effort. There.was f nee&! to,improve. the
balance’ 10 ?hc share of local market tor agncultural products. 1S -arose

because of the .existence.of the significant potential for raising the value
added of commodities either in .the' form of .finished goods .or intermediate’

oods in:support of import substitution and export promotion. There. was
glsc- a need I%D. broaden the base of agr lﬂl?ﬁmﬂef(pmductmn to minimise the.

adverse effects -of fluctuation in the. 'external demand. on the economy and
to improve ‘incoime levels among ‘the poor. In addition, there was: a cop-
scientious effort to'exploit the. world market demand for a variety of -com--
modities, such as palm..oil, cocoa,.and pepper, which yielded' relatively
higher rates of return per unit-of investment.

35. . Rubber production expanded; by '2.3% per annum while the acreage

under Tubber cultivation .increased by 0.2% per annum during.the decade..
This period ‘witnessed .a marked decline'.in estate acreage of about 14,100

hectares, . due ‘to. continuing, conversion into oil palm and other crops;
Consequently, 'estateacreage declined from. 647,200 hectares. in 1970 to an..

ul



" increased at an average rate of 1.9% p e ranhum. During the decade, the
Government continued jts ‘E:ffmrts to achieve .self- suﬂ‘imency n. Tice and |,

-umprovement in the, pmducuv;ty of padifarmers. thmu:,h increase, in.double-
Cropping areas, and the' provision of drainage and irrigation facilities, .

- subsidised. inputs, prlce: support and: extension services. -Acreage under. pad.1
increased by 3.1% frﬂm 462,900 hectares in 1970 to 47'7. SO0 hectares'in -
1.980,0f which,’ 56 was. undsr double-cropping.. The sizable investments .
by the. Gwarnment i’ the -Muda and the. Kemubu schemes facilitared
double- cruppmgand enabled increases in padi }mlds from 1,448 gantungs

per hectare in 1970.to0, 1. ‘302 eantangs “per- hectare :in"1980 and fromj. 1,071 -
gantangs - per hectare 'to 1,624 gantrangs per hectare in ithe- two schemes.

rﬂsphc:twe ¥

40. Dutm_t from the mining sector expanded at 4.6% per annum during
the decade.:It rose substantially by 8.9% per annum during 1976-80 com-"
pared with less than 1% :per annum dunnﬂ 1971-75; refiecting the under- *
Ulying structural change that took ‘ace in thls sector. ‘The strong'expansion,
‘in ‘petroleum -output 1976 80 increased the share of crude petroleum
in the sector's output from 29% in 1970 to ahnut 63 % in 1980.: while the
depletion_of tin reserves and 'the hlﬁh cost of o eraup marginal ‘mines led

to"a decline in_the share of tin m the ser:t-:}rs mutput rom.53%1 n 1970 to
‘339 10 1980. The emgrgance of petroleum as:a major .activity-led to.the,

enactmerit of the Petroleum Development Act in July 1974, and subsequentiy
to t h formation of the Perrc:rhum Nasional Berhad (PETRON&S? In
October 1974, charged with formulating policies for the effectivé control and.
orderly davalnpm ant of the pﬁtmieum and related industries in the cauntry:

In 1976, PETRONAS.and the ‘major oil:companies operating in Malaysia
signed Production Sharing Acrr&ﬂmf:nts Gllﬂlﬂll‘i“’[hﬂdlﬁtl'lbutlﬂn of .o1l pro-
ductmn between thetwn partle.s S : LY

41. Crua‘e petroleum productmn rose by 31.69% per "annum during the

decade from 17,969 barrels per day in 1570 to 97.838 barrels per day in 1975 .
and 280,000 barrels per day.in 1990. Qutput in the earlier vears eame.mainly

. from the four off-shore oil fields in. Sarawak, but the prospects for expansion .-

became morz favotirable.with the discoveries. of new; oil fields during 1971-75

in Peninsular Malaysia and Sabah. Consistent. with the 3 increase .Iin domestic -
demand,. for petroleum .products: domestic refining capacity. was, expahded

~substantially. The three refineries in: the country ‘now have the: capacity to
refine 155,000'barrels per l:.l::‘n»r of crude 0il in' 1980. compared with 102,000
barrels.. per day in -1970.

42 Dur”—-ﬂr tha decade,.zin cutput dechiped by 1.8% per.annum. After
reachlng a peak in 1572 at 76.800 tonnes, it: declined in the next five con--
secutive vearstoa level of 58,700 tonnes in1,977 and. improved marginally,

reaching 61.500 torines in 1980 reflecting the output response to h]ﬂ*her .
world prices. Further pTﬂSpECtmﬂ for potential tin bearing areas during the, .
‘period *was constrained largely by ‘the limited. avallabihtv of Lnown tm

bearing areas.
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43. The manufacturing sector. which grew at a ratg'of” 12.5% per annum
during’the decade, accounted ftor 26.8% of the increase in GDP. By 1980.
1ts share 1n GDP reached 20.576. only shightly lower than that attributed to,
agriculture. A significant aspect underlying the remarkable rate of growth
was the structural change within the sector. Resource-based mdustries which
-enjoyed sustained increase m external demand grew rapidly during the
decade. These industries included wood products comprising sawn timber,
plywood, veneer, blockboard and planing mill products: andrubber products
comprising largely tyres. tubes and footwear. They -together, expanded at
rate of about 9% per annurn and'accounted for 16.5% of total manu-
facturing sector value added ‘by 1980. Wood products which were mostly
exported increased by more 'than 109% 'per annum. but ,rubber products
recorded a lower rate of increase of 5.6% per annum due to its dependenck
on the domestic market which expanded slowly during the period. During
the last few vears. however. there was a significant expansion in capacity
within the rubber products industry. especially for new products which have

potential for export such as surgical and houschold gloves.

44. “Labour-intensive industries which were provided . with considerable
incentives also expanded rapidly. Striking examples, were textiles'and elec-
trical machmery including electronics which recorded rates of increase of
15.79% per annum and 13.39% per annum, respectively during the decade."
The share of textilesin total 'manufacturingioutput:inereased from 2.1% 11
1970 to 3% in 1980 while that.of electrical machinery ingeased from 2.9%
m 1970 to 3.4% n 1980. Textiles benefitted from.rising demand from both
domestic.and export markets but during the recent.years,.the industry-began
to.face difficulty, especially in the external market, ‘as'a result of increasing
quotas and other trade restrictions. The export of electronics depended'
-almost entirely on the demand. by parent companies in Japan:-and . U.S.A. .

45. Food mndustry. however, expanded at a slower rate. Food processing
was an established and mature industry in-the early seventies and accounted
for a large share of 15.3% of manufacturing production m 1970. This
industry expanded at a slow rate of 4% per annum and its share declined
t0+23% mn 1980 With regard to capital goods industry, the range of
products remained small. largely confined to light'capital goods such as .
agricultural implements, non-electrical machinery and transport equipment.
It expanded at a rate of 9.7% per annum during the decade.

46: A number of intermediate goods industries expanded at very rapid
rates e¢specially those -which, did, not face com etitiﬂ13)+ from 1mports.
These included oils and fats which increased at a rate of 22.6% per annum.
construction materials at more than 10%, petroleum products at 3:3.%

and chemical products at -about 8% . The share of these industries. in total
manu acmrmgl_jnutput increased 1513'0% 25.2% m 1970 to %‘jriﬁg in 1980. 513

rapid increase in the oroduction of intermediate goods was due to increasing
demand for domestically produced consumption goods and- the rapid

expansion of the construction industry.
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47" Along ‘with changes i output composition were changgs;ﬂih factor
intensities of production. Althoueh the capital-labour ratios varied. between
differerit industries, the. rapidly increasing rats,o f investment in/machinery:
and equipment In--the; -manufacturing- sector, especially .o+ industries
employmg sophisticated technology, hiad an overall effect, of :increasing
capital intensity. 'While manufacturing employment .continued _to increase,
the high rate of capital accurrulation and skill develgpment led to increases
in. labour productivity, |

48.. The construction secror recorded a rapid incréase 'of 9.6% pér annum.
.during the decade, raising its share in'total. GDP from'3:9% n 1970'te 4.5%
in 1980. This rapid increase was largely due to the corstruction boom during
the second half 'of the. decade in response to' demand for housing’ which ™
rose rapidly, aided by improved conditions in the mortgage and real-estate:
markets. Non-residential construction also mcreased significantly resulting'
from the implementation of major public sector infrdstructural projects and
-construction s Investment associated with , private ‘sector (manufacturing
- activines.
49. The services sector consists of ,wholesale and retail trade; government.,
services: utilities; transport, storage and communicatjon; finance: .and_othet
~services. -T'he growth in value ‘added in-the wholesale and retail trade was
mainly due to trading -activitiés related to the, agriculture, mining and
manufacturing sectdrs. The value ‘added of this sector: increased. at a rate
of '7.3% per annum, consistent’ with" the erowth of the agriculture, mining,
and -manufacturing: sectors: Value!added in government services sector
consists'largely of renumeration of public employeés'and increased at-9.5%

ner annum corresponding. to' the ‘growth of. public.consumption at 10.7%
per annum. ' v *

50.. The expansion 1n.the. utilities sector by 10% per-annum, was mainly

influenced. by-the performance':of the manufacturing sector as well ‘as,the

increasein household consumption of services such as-electricity and-water.

The transport, storage and communication sector grew by 11.3%: per.annum.

‘The high'Tevel of production in 'the. economy, coupled with; rising’ income.
levels, \generatéd rapid expansion in.the demand for transport; storage :and -
commumcation facilities. The remaining, services ‘sectors ‘erew "at about

similar rates as the. growth in overall GDP reflecting the'close link.between
these: sectors with, the overall performance of the economy.

IV.. SOURCES OF GROWTH

; - e r £, b, ol pr i r-—-ir--:-«'f;,, u iy e .f

és :H.I panBsFéE “n?’%%%ﬁ uaulgpdu t?:} {ll?'lr-ﬂ gj]t-h;-‘dec a&e; Durin g'dl 9%?51:131.{ l;liéﬂsfet%%
. development -‘expenditure constituted the: ‘main 'source of growth, and
provided countgr-cyclical impact.on the economyduring years of Jow
exports and private investment. However," the external s'ector: démand.
accelerated ‘during- 1976-80. and: .induced a significant.increase in- domestic
production activity. Domestic demand also increased considerably. providing
. additional stimulus t o accelerated. growth, Th'e final demand “expenditure
during the decade is.shown in Table 2-2.
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Bxports - P

52. Total exports of goods and. non-factor Services in real te.rm;s"in:f:reaﬁd"
by 7.6% per annum during the decade,” Growth. 1n expurts was more rapid -
duringhlhe 1976-80-period when it expanded.by ; r anmufy compared.

with the rate' of growth of 3.9% per annum urm% 1-7.53: The stronger
growth during. 19?6 80 was bmught about generally by thehigher export

svolumeof all commodities except .tin. As shown ‘in Table: 2-3, commodity -
exports benefitted from higher world pricesso that eXports in current prices

orew, at the.rate {::rf 18.6 % per'annum during 19 I—St’} | . B
: TapLg 2-3 |
MALAYSIA :* COMMODITY EXPOR’TS 1970- 1930
= S Average ahitual growth

rale (55w

oo 1070 - 1975 1980° | 197175 ' 1976-80 197150 .,

" Rubber

Volume (000 tonnes) . ..., L35 1460 17! SR A SO X &
Unit-value {ctsﬁ,n - - 139 00 LT FUIEE ¢ 8.9
Value (3 million) . oo L7124 L 2,026 43&3 i3 19.1 L 109
Volume, (‘000 tonmes) T 94 - BD 0,  -32 . ~26 =29
Fmit valpe _(1$ftmme] . v 10777 25078 (8T 69 188 e
Value (5 million) 1,013 1,206.0 . 2,504 : 35 " 157 05
Sawlogs | i R A
Volume (000 cu. m} o ..o J0B9S ' 10766 13,900 -0.2 §%0 0w
" Unit vaius (Sfctiiom.) -+ .. 59 62 175 o T2 s
-+ Value (S'million) ., ... ! 643« 669 . 2435 . 08 . 295 14.2
 Sawn.timber _ .o . > T LTI
Volume (000 cu, ) +. : = - 1339 ° 1,706 3300 < 50° e .« 94
Uniivalue (Sfew.m) . 140 0. 230 - 3fo. ey l0g 9.5
' Value (5 md]mn] . . 199 39 1 255 19.9
F.:.lfmﬂn' ._ B a o Y
" Volume (*000 tonnes) ... : 02 Llel' 2260 236 4.2 18.8
. Unit vdlue.(S/ropne) ... .- 657 . 1137 140 5. "0 .
| "-"alue (s million) ... .. ... . 264 L1320 2576 380 o« 4.3 -~ 256,
Crude perru!eum . . Ry ‘ o ' ‘ .
Volumes (000 tonfie) .. - ... 3642 . 3240 1LER . —23 "9 125
. umt-value (Sitonne) . o 45 1224 ° 609, - 379..0 Ny 298
Value($ million) .. . .. "' 1 {726 7200 347 - 582 ¢ 460
Copper, = = = | T B T _
Volume (D00 tomnes) .. .- _ 413 13' — T ey
Limit ﬁalue.-liﬁf’mnn:} J - 0 ! 881 _ 10007 r— To -
Vatye (S million) . . - d .. 113 — 593 -
'FEFPEF.. - o “ i | . | T
Valume (‘000 tonfes) .. .. Mg w32 L 360 €20 24 i3
Umt value ($/tonne) . .. 23282 3287 38000 . 76 Qg - §2
Value (S million) |, T | B 5 136t 1M . 5 57
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TABLE 2-3—(cont) .
MALAYSIA: COMMODITY . EXPORTS, 1970-1980—(cont.)

. Average annual growth

¥ { e '.I"ﬂff" [.?.:’ }
1970 1975 1980 | 1971-75 ..1976-80° _197/-80
. Canned pfneapi?ies: : ' : - " : T | = o ,L % .
Volume (‘000 tonnes) .. - .7 7 . 62 ' .. . 45 330 =62 Mb.33 7 -l6
“Unit value (S/tonne}. . - . 698 1,054 1358 106 L . 6.9
Value' (S.million) ... - - 43 51 . 7R, 3. 7 BIC LA & 1
Cocoa 1 - . | ; . . 3 A
. Volume ("000 ki) . . . WL S 11,730 - 23,644 -— 4 150 L=
.. Unit value (cts/kg), . ... ..+ .—._ . . 300 800 1 =T 0 app —
¢ Value (3 million) .. . - 35 832 T s 40.1 HmIT=
Munufuctires , = %5 - ' J_ L ' ..J o ‘I. ‘ :- .
. Value (Swillion) .. - .. .....- 572 1.92?~ ; --5-,35;. L7549 . %62
(Jiher commodity exports J '
- Value (8 millign) ..« .., .. I 482 762" 1,274 L 96 | 10.8 70,2
' Totel Lross F&qrmﬂdﬁ}' exports : - .o y F ek =¥a - ‘
4 Value (S million) .. .. .. . 5163 9,231, 28445, . J23 . 252 186

53. Agricultural' exports continhed to account for a large sharé of total
commodity exports during the decade, although-its: 'share declined’ from
52.1% 1n {97(:1 to 35.8%: in 1980. Exports of agricultural commodities grew
by' 9.1% per annum during 1971-75 and by 19:7% per annum during
1976-80, amounting to an average annual growth rate-of 14.3% for the
decade: Rubber exports accounted for 41.8% of this growth, while' sawlogs
accounted- for 23.99% and: palm'oil 30.8%. -« ° , .

"94: - With, the emphasis on' diversification, the Sfructure, of ‘agricultural

exports changed considerabiy. The share of rubber exports which ‘accounted
for 33.99% of total commodity exports in 1970 'dechined to: 17.1% by 1980..
In terms of volume, however,, exports, of rubber:increased by 19% per
annum during 1971-80, from 1,345,000 _tonnes m 1970 to.;1,620,000 tonnes, by
1980. The export prices for 'rubber showed. considerable yeariv fluctuations
as a result of changes in. world demand and inelastic supply.."The Govern-_,
-ment policy has been to undertake short-term measures to stabilise the price.
of rubber and ameliorate' any adverse. impact of 1372 price fluctuations on
the economy. In view of the long-term need to muriimise thefluetuations in
the. price of rubber, Malaysia, in consultation with other natural Tubber
producing and consuming countries, initiated the ';d;ﬁfe}_mpment_ of a.more,
:permanent. scheme;, aimed 'at establishing a more equitable price t o ‘both
producers and. consumers. This led to the formulaticn of an International
ubber Agreement.

55, Exports mf'lpm'm oil' rose substantially by 38% per anpum during
"1971-75 and 14:3% per.annum during 1976-80, thus increasing its share in
‘agricultural exports from 9:3%-n 1970 to 25.3% m '1980." Although the
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price .of palm oil fluctuated during the period, the expansion -in -exports
resulting.'from .increases in both volume and price, made ‘it an vmportant.
source of foreign exchange earnings.

56. The export volume of sawlogs declined by 0:29 per annum during
197.1-75 compared with 'an increase of 5.2% per annum achieved during
1976-80.. The decline in export o I sawlogs ~was mainly.  the' iesult of.
Government policy to':b'an such expeorts from .Peninsular.Malaysia., This:
.measurewas aimed to'meet strong domestic demand 'tor sawiogs for proces-
sing by '.wood-basedindustries. The ‘increase in:exports of sawlogs duiing’
1}??6636 -was, mainly from Sabah .and Sarawak which were inot subject t o
the ban.

57. The export. volume of sawn timber grew by 5%.per annum during:
1971-75 and by 14.1% . per annum during 1976-80. The export: earnings from
sawn -timber rose substantially. by .19.9% pet- annum during the -decade:
reflecting 'both " increased export volume .and. price. Peninsular Malaysia,
where the IF}L‘!EL_D 16 wood ]El'ﬂEﬁ':_SS?ﬂg ‘ndustries are located, accounted Tof

‘90% of the 'total timber exports.

58. . 'Mineral exports expanded by 23.6% par annum during the decade.
The increase during 1976-80 was 38.3% per annum, greater than the increase
of 10.5 %: per annum. during 1971-75. Crude petroleum accounted for 81.4'%
o f theincrease during the 1971-80 period. In terms Of shdre, mineral exports.
rose from 22.8% in 1970 to 34.5% by 1980: Within the .mining sector, .the
share of export earnings from tin declined from 86.1% 10" 1970 to 25:5% in
1980, while: that of petroleum.. increased from 13.9% .10.733%. " . | ..

59. The export-volume 'of rn, fell by 3.28 per annum during 1971575 and.
by 2.6% pei .annum during 1976-80, resulting in the, decline. of *the tin
industry as a major export earner. The main factor that contributed to the
decline 1n export volume, particularly during 1971-75, was the lower imports
oftin.ore from Indonesia for smeiting am% re-export. During the 1976-80

eriad;' lowet exnart volume:was chiefly the result.of declining outout-from
xisting mnes. However, the lower Vvolume was ofiset by sharp increases in
the price of tin:due t¢ 'strong demand and tight supply position/ The ‘export
price for tin rose by '12.7% per annum during thedecade to Teach’ §35,717
per tonne coimpared with $10,777 in 11070, .o . Lot on s

88cadERzy volumefof- crudenpdihelexpd rsiporiyasaspede] rapidly cdntidarthe
1976-80,when crye troleum exports grew by 29.5.%. peg’ ap: mpiar

A A R R R RS R B O D M A S O
part.of the decade was.due to stoppage in petroleum re-export previously

imported from Brunei. The 'rapid expansion in export volumé:as well as'the.
increase ‘in the price' 6f crude .petroleum during 1976-80- resulted i an.

increase 1n' its-share of total commodity exports from.3,2% in.1970 to 25.3¢9
.1|. ;198{]‘
.20



‘61. A major development during the decade was ihe increase in petroleum
‘prices far exceeding those of other export.commodities. The increase during
the: decade for Malaysian crude was 29.89% per annum. '"The/major upward
revision lirst occurred i 1973 when.the export price of Malaysian .crude .
rose by :30.29%, followed by further price increases.in 1974 [2(}?‘.4%}, 1.979
~(42.59%) and h980 (79.1%): These.latter -increases were related. to supply

ulacart-ai.mi_ﬁs and continued strong, world demand as well as conservation.
0l EBXISlIng reserves.

B

Public invesfment ¥ o T TR
62. Total public investmént continued to increase rapidly durning the decade
at 12.6% per annum in'real terms, having grown at 16 % per annum during, .
1971-75, and 9:3% per annum dunng 1976-30:! The' increase,,.during
the decade raised the -share of - public investment in total: investment..
1o 33.2% in 1980 compared with 32.1% m 1970. The 'share of public
investment .in *GDP also increased from 3.7% m 1970 to.8.8% m '1980:
While.during 1971-75, a major proportion of pubhic development expenditure.
was devoted to investment m construction related activities, the major thrust'
of the pubiic sector effort during 1976-80'was o n projects directly connected
with the NEP; The counter-cyclical role of public investment duringl.976-80
period assumed secondary importance. I'his. became- possible. because the
expansion in external and other sources:of demand provided. the necessary,

stimnlus to _Eii)Wth and reduced  the need to use .public investmentfor
counter-cvclical. measures.

Private investmient

i P&iﬂ*ﬂtﬂ investment i%ﬁrdi‘ng ail m}_na%ded“-'ali -%-E’% er annum 10" real
ftms during the decade. During 1971-73, the growth of privaté mvestment.
of 10.53% per annum was lower than the:13.6% per annum recorded:during:
1976-80 but was creditable in that it took place despite the slower growthi n
external demand. However, the slackening of external demand was counter-
,acted: by the:'Gowvernment fiscal and; monetry measures t o induce' a tapid

increase in. private:investment.

64. :During 1976-80, private investment grew at 13.6% per anruin providing"
.the 1mpetus to ‘the expansion o [ domestic activities. The relatively higher
rate:iof growth o fprivate investment led to an increase m its:'share in.
GDP from' 14.19% "in 1975 to 17.7% wm 1980.. The growth in private
investment was largely stimulated by the expansion of €xternal demand and'
facilitated by appropriate fiscal and monetary measures; as well as through
the availability of .investible resources generated by a high -tate of savings
and’foreien capital inflows. The -investment'incentive package was_ made.
_more attractive with the. introduction of new,measures, such as export
incentives for increase in export sales, accelerated depreciation’ allowance
on plant expenditure for modernising production techniques. ‘and increased
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capital allﬂwanr:.a for projects not quahf}*mﬁ for pioneer status., Subsequent

amendménts to” the Industrial Coordination Act, 1975, and ‘the Petroléum
Develﬂumenl Act, 1974, alleviated the fears' of the nrwatﬁ ‘sector and sene-
rated. an _atmﬂsphe_re_ of mutual trust and Lunﬁdenc:._

65 The construction and’ ‘machinery and enalpme:nt components of’ prwat-:
mv&stment increased at rapld Tates of 119% and 139%, respectively’ durmg
1976-80. This . 1mpresswﬂ irate .of increase in cnnstrucn:}n investment was

mainly attribulable to the bﬂummg residential- Construction activities in the
urban sector.' During 1976-79. total loans 'and advances for building and,

construction, r%mgunte 'to $593.8 million, representing an increase of 70 3.9
per annum.’ Lhe significant increase .in machma:ry an equlpmcnt imvestment

was. largely generated h} the expansion in -production <¢apacity in the manu~
fdcturing ‘sector...

Public consumption
66. Pubhc: consumptmn mcrﬂaﬂed in raa] ten:nn.. al rate of 10 2'“"' p-.-..r
mcreasmg H.s share mf G-DP‘ tn:;m 15 ?é in-1970. t.t.'} 2{} % in 1980, Apdrt

from the need to cater, for the larger publu‘: sector role to'im pIEI]lt‘:ﬂ“hL. NEP,
especially with Tespect to programmes ‘re:latmg to .poverty eradication. and.
social servicks sudh as-.education and health, a-major reason for' the.,lngh

ate of grbwth of public Emnsumptmn was the "wages and saldrv- revisions
which took place dunnﬁf the decade. Wages and salaries grew at about. 16 %

per ‘annum, -a rate Iugher than the: growth i n overall public cnnsumptmn
reflecting, both l:he. increase.in public-sector employment and pay revisions.

Private . consumption’
67: .- Private cﬂnaumptmn as a share.;of GDP, accounted for 39.4% in 1970,

55.5%.'in*1975and 58,5% in 1980. In terms of growth; private consumption
grew by'5.79% per annum during 1971- -75. The rclatwr::l}f slow rate of gr@wth

n pnvat,-: consumption during 1971-75, was associated’ with the slow growth’
of .exports, particularly of primary commoditigs.

63.. Dunnn 1976-80; prwate consumption grew at 9:7% per annum, -a rate
in. excess: of the 8 6% per-annum recorded for natmnal incorte. ‘This. subs-

Lantial increase was largelv the reaull of a rapid growth'in private dmpns-
‘able income broughtabout by bunyant export performance and growth in
employment as well as Government fiscal pﬂhcy -which -inereased. real
dlsposable income. of the lﬂwer incgme. group. Dunng ‘both the * periods,

1971-75. and,:1976-80, nnuate uﬂnqumptmu,grﬂw nmre r‘apidly than the
population resultmg in increases in real per.capita consumption level..
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69. . The decade also’ witnessed rapid ¢hanges in the pattern of, prwate cau-
sumptmn A number of factors. accounted for:these changes..As income pe:r
capita ncreased, the share of 'the consumer budget devoted .to food fell,
reflecting the income ‘inelasticity of food expendlture Within the food items,.
there was a shift. towards processed food: ‘Private consumption expe:ndlture
on clothing and on consumer durables such as televisions,. refrigerators and °
.other electrical goods,, aummnbﬂes and furniture, increased. rapidly, ' The -
rapid urbanization:and expansion of "transport and cnmmumcatmn facilities |
and' the ready avallablht}r of consumption goods had cnnmderabl& demons-:

tration eﬂ’ect in changing and- moulding the. consumption-: pattern cf
Mal'aysians:

Imports

70. - The performance of imports during the decade was influenced b
domestic demand . for. consumption, ‘intermediate and' investment gﬂ:}ds
‘During the decade; imports increased in real terms.at.a rate of 9.8% .per-

annum. Tht increase was slug lSh during 1971-75 at a. rate of *5.1%. pEﬂ'
annum but 'accelerated to 14.89%. per: annum dunng 19’?6-30

71. The relatively slow growth during 1971-75 was attributable to the
weakening trends in domestic pruductmn activities which affected the
demand for. imports. Imports of consumption goods, mainly food and
consumer durables, declined by 2.9% per annum as a result' of slnw growth
in private disposable incomes. However-, the imports of machinery and
equipment grew ,at 89% . per annum consistent with thes growth

private Investment of 10.5% per annum during this period. In ermed:ate
goods imports declined at a rate of 3.2% per annum, The demand by' the
manufacturing sector, which accounted ﬁ:-r 37.3% of the imported inter-
mediate goods i 1970, declined by -3.2% per annum due in- part to 'the
mcrease in domestic production of intermediate goods in response to'the
import substitution policies and to a significant drawdmwn af' accumulated
stocks, The imports of construction materials Increased b % per annum

on account of the growth of the construtction sector va ue added of 6.6%
per annum.

72. ! During, 1976-80, the htgh ﬂruwth I n prwate cunsumptmn of 9.7%

fesulted in consm.hrn tion %::H:st IMPOrts | creasmr at 14.7%  per annum:
mports mac EC]UI}ZPH‘IEH'[ OT . stment -:increase at a

slnwer rate; of 13% whlle the demand for' mtermedmte goods: memrts

I{Ilcrf:ased a rate nfd20 3% per annum as a result of, rapid t:xpansmn imn,
t e‘manu acturlng and construction sectors.

_73 Durmﬂthe dﬂcade Ihe 5]1are of the various categnnes of uinpnrrs im
total. |mpnrts of goods and: services changed.. Consumption: goods imports
recorded' a fall from 25.2% in 1970 to 17.3% in'1980. The share. of inter-
mediategoods. imports -also -declined: from. 28.5% “in- 1970 to 24.4%.in 1980
while - that of investment goods imports. increased from-22.9%..in 1970 'to
25:99% 1n 1980. The share. of other imports,. comprising 'petroleum, Imports



- for re-exports and services, also increased largely due to.the risine share. of".
-« services imports duripg the.decade. These changes in thé various catevories. -
of imports were ‘telated to import substitution which: took piace. While .
-consum ption 1mports increased at a rate of only 5.5% per ‘annum’ during the -
decade, total private consaimption-iricreased at-a much faster rate of 7.7 % per

©-annum resulting in the share of consumption goods imports te total private .

consumption tc decline from 16.8% 'in--'.]‘??lﬂ"m 13'?‘3":: in 1980, implying a
significant increase in the lavel of import substitution fer .these goods: 'There |
“was also an improvement in the jevel o fimport substitution for 'investment
goods reflected by the fall in share.al investment, goods: imports to” total .
imvestment' from 50.7% in" 1970 to 45:4% in.’ 1980'For intermediate goods,

{}we[vEI:, the Ic?va] n’f'limpr:trr substitution was inadeguate. 'to meet the démand
- "for these goods resulting 1o an mcreaser m the:share of intermediate goods..

* imports to total intermediate goods requirements from 21.3% in 1970 to .
- 229% in-1980.

V. . TERMS OF TRADE,AND CHANGES IN REAL'INCOMES

~74. Changes.i nthe. price of exports: and imports- lead to gains or Josses
from terms of trade, and therefore, affect the real purchasing.power of "
' Intome. Table 2-4 shows: 'that during .the decade, export iprices increased
- 'at 10.6 %" per annum; while ‘prices of imports increased by 9.29% per annum, .
resulting in a favourable'change in the terms of trade of 1.39% per ahnum.-
< Overall, while. GDP.in..1970 prices- increased at 7.8%. pet annum. the gains
from the: terms of trade -amounting to ~$6,459 . million "enabled the real
natiomal income, which :measures the! real "purchasing power of GDP, to -

b o

increase by 8.59%. per ‘annum:
TABLE 2:4°

MALAYSIA *TERMS OF TRATF AND GEG{;S DOMESTIC -
.. PRODUCT I-N"Rhﬁ[iL PURCHASING POWER:,: 1970-1980

Averaegc-annual growth, .
» rare {B0) .

19720 973 1980 . 197175 .. 1976.80 1971 .80
Export price index P00~ o 1417 . 274.0 72 = I4.1 ~10.6
Import price index 100.0 " i61.6- 2404 i6:1 . , 8.3" ' 92
Itr-ms ﬂft I_-ad& o . ]m,ﬂ ._ i E?:j ] Iha:{-l . _-2:6 . '.,I-I." o |'-.-j'.
-Gross domestic product in’ constant., N . Ve _ .o
.ig?ﬂ_pﬂces (3 million) | sl 12.308 17.365 ° 26188 z. - 8.6 7.
Gross . domestic  product” n real : . L : . .
purchasing' power (3 million)  « . * | 12308. - 16481 - 27.760, P 7 AN 7 5« S . &

/5., The substantial gain in the terms of trade took place,during 1976-80.
During 1971-75, export.prices grew at 7.2 % per annum while import prices-.
. grew «at a higher-.,rateof 10:1% per.annum, resulting In a decline /in" the |
* terms of trade by.2.6% per-annum. or a cumulative terms of' trade loss of ;
81,089 million. Consequently 'theé real mational income increased at a rate.’
.of 6% per-annum, lower than the rate.of GDP. growth."of 7.1 9% 'per -annum:
an: 1970 prices However.'during '1976-80, there was a.sharp reversal in the,
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trend o export and 'tmport prices. Export prices rose at a high rate of
14.1% per annum. while 1mp0ﬁ prices rose!at 8.3% per annum, leading to
an improvement 1n the terms of trade by 54% pér annum, or a ‘cumulative
gain m the terms of trade of $7.548 million. The real national mcome
correspondingly increased at a much faster rate of 11% per annum com-
pared with the increase in GDP. in 1970 prices. of §.6% per annum.

76. While the real per capira income, unadjusted for; changes.in the terms

of trade, increased by 4.97%- per annum from $1,142.in 1970 to $1.836 by

1580, the effect of the gains .in the terms nf‘ trade was to incpease

Ihe. real per capira income by a highér Tate of 5.5% per annum from :$1,142
in'1970 to $1,947 by 1980. Such rapid increase in.per capira-income enab]ed,
Malaysians to enjoy a higher standard of living,

VL SAVINGS AND INVESTMENT .

77. Gross national savings increased at 24, 7 per, annum during 1976-80

compared with 109% per annum during. 1971-75. resulting .in a. nearly
threefold: increase in' gross national savings from, $18,682! million during,
197175 to $£53,284 million during 1976-'80. The share of savings to Gross
National Pmduct (GNF) 111crﬂased 'from-an average level,of: '3"1 3% during
1971-75 to.28.8% .during 1976-80:as a result of rapid increase in domestic

income of about 18% per annum which was ﬂ-reater lhan the rate. of
ncrease mn consumption of 15.6% per annum.

'}zs Gross investment during 19?6 RO also mcreased at a rapid rate:of 22. 4%
per annum, a rate higher than the 1514% per annum attained during 1971-75.

As-shown in Table 2-5. gross investment more' than 'doubled- from $21,679
million during. 1971- ?“ fo $48,449 million during .1976-80, leading t{} an

mcreaﬂe in the share ol,grossinvestment in GNP from an average ol 24. 7%

to. 26.29%, ., res e::'tively espite the«increase in gross investment. there was_
an excess of domestic' savings over: mvcs*tmf-nt amounting to $4. 835 million
during 1976-80 compared with,a savings-investment gap of $2.997 million

durmg 1971-75. T he existence of -excess investment funds durin 1976-80,

was, due to higher export earnings generated by famunable prices for exports
and the slower rate ﬂf growth for 1mp:::~rt‘5

VIL - BALANCE OF PAYMENTS

79. ‘During the decade, Malaysia's international payments position con-
tinued to be favourable, despite marked fluctuation in the world economic
situation and continued slackening of economic, activities of . Malaysia's
trading partners an recent years. The payments pesition. strengthened con-
siderablv durjng the l‘:'-}ffi -80 neru}d The details are shown in Tahle 2-6"
RQ - The trade balance. in the merchandise account recorded a substantial

surplus ‘of $21,954 million during:1976-80-compared with a surplus of $4,088
malFon during 1971-75. The. strong growth in trade surplus reflected the

‘higher earnings from merchandise eapnr’rs resulting {rom both higher.

volumes and. prices, in,particular ‘the .increase in export value of cmde
petroleum and. manufactured: goods.
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83 The favourableitrade balance and the substantial infiows of public and
private capital enabled the country to accumulate abour $6,702 million
during 1976-80 compared with an accumulation of $1,912 million during
1971-75. Thus, the external reserves of Bank Negara Mafuysm reached an
estimated $10; 304 million at the end of 1980 This level of external reserves
was able to finance 5.5 months of retained imports at the 1980 level.

Vill.. PRICE. DEW"EL{}P“ENT

84, The tnemnmntr of the decade of1970's -saw the emergence of m-:rcasme
inflationary pressures in the economy. The rate of domestic'price Increase,
as measured by the consumer price index (CPl), averaged 5.8% per dnnum., -
during 1971-79, compared ‘with a rate of increase jof ]eas than 19 per annum .
during .the 1960 s. The increase In consumer. price’ was 'more pronounced. .
dunnn the' first 11311 of ' the *decade,. 1971-75, when,'the CPI rose’ at an.
average rate.of 7.3 % per annum as ag,amst 4% . perannum during 1976- ?9

‘ pru:e ;
ﬁ?" 'Igrhg% e éﬁgéﬁggﬂﬁ}_ %iisl}ered fbﬁnrm tl]%}‘:? ?éf Tq tﬁ%d ugs ldﬂ'] /o
[espectwplw "These nrice: m-:reas&sl were geﬁ*]erafe ‘bv. 3. number 0f facto s
the world - economy, especially industrialised  countries...the

industrial boom of, 1973 increased.- aggregale demand well beyond the supply.
“capacity 'leading to pressure on prices. The oil price increase of' 1973-and
the_shortage .of food supplies foilowinig crop fatlures in' anumber of major.
food p]‘GdUEiHU countries aggravatad the situation. This world- economic
"condition led to a. te-uﬂd—ulj of “inflationary pressures: which consequently ;
led to-sharp mcreases in the ‘price of ‘imports. This, together with, domestic.’
supply constraints: aggTavated by hoarding and. pruﬁteenng brought about
an. unﬁrehﬂden[ﬂd ingreasé 'in domestic prices in 1973 and 1924. As shown
le~ 2-7; ‘apart from. food pnces other jtems’that recorded, large
increase in . prices’ during 1973 and ‘1974 were ‘clothing and footwear;
furniture, furnishings 'and.household ‘equipment.: The pru:e of, Tesidential-
and_ commercial, butldmgs and industrial - structures also .increased-'sub-

stant;ally due to:shortages of budding materials: ancl skilled - labnur as' well:,
as spaculatwe activities.

86. The rate of domeéstic inflation slowed down considérably in 1975 when
the CPI rose by-only -4.5%. This was the result of an improvement. in the
ml&matmnal inflationary ‘situation .as well as a fesponse to the Government
anu inflationary measures 1mplemﬂnted in :the previous: years,: These,
measures. included a t:gt':tezmnl_gI of ‘credit .and mopping up of excess'liquidit

to’dampen effective demand. owever', provisions were made to -ensure that.

sufficient credit. was-available for. an orderly expansion-of ‘the :ieconomy and
for those projects that ‘would improve the'nation’s productive capacity or
that wuulg directly help achieve the WEP targets. The Government .itself
took: the 'lead in mnderatmﬂ the budgetary impact of, its- operations ‘on.:
private sector liquidity and raised its reliance on non-inflationary sources.of

financing,.includineg borrowing from the Employees Provident Fund (EPF)
whose ‘contributory rates were also raised. The' Government took steps:'tor
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mmprove the availability .of goods throughout th‘ﬂ-’éﬂﬂl‘!ﬁfﬁ&f by i'ntrﬁdﬁclirigra
nation-wide anti-hoarding. campaign, improving the 'distributive network,

nd establishing: ing iteat e - - Wstmg
aad. s 5,.5 a Standing Committee- on Anti-Inflation to monitor price

87.  In addition, the ‘Government allowed ‘the ringgit to float with respéect .
to,other currencies. The .resultant.upward revaluation -of.the ringgir against
the currenciesof its major trading partners; served to reduce the price of
imports and dampened the effect' of imported mmflationary pressures. At the
same fime, excess profits earned n éxporting various commeodities, where,.
international price had risen dramatically, were'siphoned off through the
.introduction " of an..export surcharge on palm oil’ and tin exports, ‘and "
increasing the progressivity 'of the rubber, export ;surcharge.. Various import,
" tariffs were also reduced or eliminated in. order .to reduce the cost . of .
1mported goods, inchiding foodstuff and other materials of critical, impor- .
tance to.the economy.'arid to the ,budget of the-poorer .sections of 'the

88. During 1976-79, 'the CP1 rose atan average annual rate of 4%, marked
~however by considerable year-to-year vanations. While the CPI 'as a whole
did-not increase much, some sub-.groups of the index.continued to'exhibit,:
rapid rates of increase. The cost of medical care and health related expenses
tose by 6:1)!% per annum, rent, fuel and power by 5.8%; clothing and foot-
‘wear '.gy_f-l; '%; while transport - and communications- costs rose'by 4.5%.
Food prices,-however,,.increased' by' only. 3:7% per annum, in marked con-
trast to the rapid rate of increase of 9.7% per annum recorded in the first.

half of the decade. This result-was due in large part. to the (Government's
price CD“t'IO?-i? 'Eﬂ_ﬁﬁﬂtiﬂj -trunlcjil items such ‘as rn::ge; &gar EIIEP niﬁ(t o

.'39__. © As a*mn_ﬁeqﬁenc‘_ﬁ of these f;ieasures, "Mﬁla}*ﬂia, enjoyed relative price
stability and ‘its rate .of.inflation was considerably --lower than that

experienced by most other countries. In all its efforts, the Goverriment was
~onerigus- of the dehilitating impact, which inflation has -on the; EEDI’IE%?}!’S
ability to mobilise savings and -encourage investment, and ‘particular eftorts

were made t6 protect the poor from-the burden: of inflation. =

CONCLUSION
9(2]: The growth :and structural changes.in the economy -during the past
‘decade with relative price stability and a strong' external reserves: position .
reflected’the impact of sound Government policies'and ‘programmes and the
important role played by the private sectbr'in respending tothem: The'
strong and diversified structure of the economy-enhanced the prospects for
further progress ‘during  the Fourth Malaysia Plan (FMP) despite the .
uncertainties forecast for the world.economy.
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'103. . The prlces of-commodities remained ‘favourable. during. 1975-80,
partmulaﬂy rubber palm oil and cocoa, thE:TE:D}" helping to raise farm;
1ncome level's./The average export.price of rubber ‘by about 134 %!
from ‘128 cents per kilo 1n 1970 to 300 cents -per kilo in 1980. This’ taiséd.
farm gate -price for rubber- from 77 cents per. Lliﬁctﬁas’eﬂﬂ cents” per. 'kilo:
The price of ‘palm oil also increased from 6 5 7 per.tonne to $1,140 per
tonne. during the period. The . price of cocoa increased from-$3.00 .to.$8.00.
per-kilo between 1‘975 and- 1930 . The-increase in ,commodity prices had not
only benefitted . ‘traditional farm -households ‘but also- those households

working in rubber and. oil'palm estates whose.total earnings: were largely
infiuenced By: commodity prices..

104. Mean monthly household income increased by about 78% from about,
$200 in '1.970to $355 in"1979 for the rural areas. For the urban areas, the
increase was about 58% from $428.t0-$675 during the .same period. It was
estimated ‘that 'the average earning per worker .for “all. industries improvéd

. by.68. 4% +from $190 .per month 1n 1973 to.$320 in 1979, while: the total.
increase in consumer:prices during' the period was 44%.

105...: The bulk-of .the non-agricultural poor was made, up primarily of
unskilled workers: in manufacturmg, cﬂnstructlun _trade_ and, 'services.

The. incidence of” poverty. among -them declined from ' 27: 8"*’ 1n, 1470 'to.
16:8% in '1980. -In -ahsalute terms however.. the total . non-a 1cu]tural
poor households increased from 209.400 in 197.0'to'about ,222 4 1980,
-reflecting the problems -associated: with rural-urban migration. W’htle in-

mlﬂratmn posed challenge: to pnvertm -eradication, effoits 1n" urban. areas;
1t he]ped to-reduce thé.number of poor in rural areas.

“Income improvements

105. The. income levels of the lowest four deciles' of the popnlation in
Peninsular: Malaysia, which formed the bulk of the poor, had 1mpn:wed As

shown'in" Table 3-3, the mean monthly household income for these groups
increased from $76-in 1970 to $142 in 1976: By 1979, it had increased to

‘53186 about. 145 % 5 above the:level in. 1970 slrﬁllfymg 'Improvements'in. thei;

e ROsHIon Rl he vaniows faTEetaraups: hs BN R P A
ﬁshermsn the mean ‘monthly. income ‘increased from - about: $90 in. 1972 to
about $200°in 1979 In" the casz of padi farmers, the méan monthly income
increased from $110 in-1970 to abuu! $154 in 19792. However, thé purchase
-price of padi under the Guaranteed Minimum' Price scheme was increased.

by eight. dollars. per pikul in. 1980, reducing the nummber of poor among
patit fa,rmﬂrs by ahuut 14,500 huusehnlds

I ‘These ref:r to 'Lh:: lowest 4{1%s c}l hnus-hﬂlds in the size dastnbutmn nf income.

2 The income da:a for 1972 lor rﬂbbf:r smaIInuldars ﬁsheﬂntnland pr.mf: farmers are: -aobtained Irom.
Poverty, Group "Survey 1979, .initiated by .the Econamis Planning Tl
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TABLE 3-3

"PENINSULAR MALAYSIA: MEAN MONTHLY HOUSEHOLD -
INCOME OF THE LOWE%;[NIEO%P%QIDECILES FOR- 1970, 1976.

’ lr ] - . g s
_Annudl growth rate’
i | - »

1970 1976 1979 1971-76 19'1-1-7'.-’5-'. E
| (s) & B O RS ¢ S SR ¢ S R
Malay .-« . | 5676 101995 14035 93 v 106 .
il wesen ovhes T NSRS 247.27 280.11 Jd0.5 .. 84
Indian. .. e ... ¢ 11248 19721 26343 o GF v, 99 L
© Others, ... ... .. -4472 10708 . 15437 ;- 157 .. 148
ToTaL. ., - 7590 14219 . 18619 1.0 .. 105 -

~  Source: Post -é'nﬁﬁjéfatinn Survey of - the ~ 1970 Pﬂpulétmn and Hﬂusfﬂg—- Census,.
.» Agriculture Census 1977 and. Labour Force .Survey 1980.

107 Income improvements among settlers in land development schemes
were more substantial. The average monthly income of seftlers on Federal

ILand Development Authority (FELDA)schemes ranged from $490-3810 in
1'979 compared with incomes of only about $80:§120 from' their previous'
oceupations. However, their income levels varied during the period depen:- !
ding on the prices. the crops grown and the size of holdings-

Poverty eradication among the target groups .
. .

108. In Peninsular Malaysia, the target. groups.which had been identified..
for the purpose of:poverty eradication comprised .rubber'smaliholders..
padi farmers, fishermen, coconut, smallholders, estate workers, New Village

residents. 'agricultural labourers; the Orang Asli -and the urban poor:

109. Imn Sa-hah., the programmes of poverty eradiéatiﬂn'_wére directed tot h e
principal poverty groups, which included, inter alia; fishermen. rubber.
smallholders, padi.™armers, -shifting cultivaters and 'the urban poor.. I

Sarawak. the pover roups. included those who were-wholly or: mainl
gﬂpen' ent on shi ’rmt% E%IITI ation. subsistence wet padr iarnlf::l'ﬂz1r nﬂgber auéll

coconut.smallholders with..low-yvielding stock,, sago..producers. among, the.
Melanaus..and indigenous. fishermen,...

Rubber smallholders

110. . As shown in Table 3-1, the incidence of poverty among the rubber.
smallholders in Peninsular Malaysia declined from 64.7%. in 1970 to 41.3%

in"1980, consequent upon productivity improvements in the, sector and the:,
‘prevalence. of ‘high rubber prices in the second.half of the-review period. In"

1980, 'the estimated’ vield per hectare was 1,105' kilos' compared-with 750
kilos and ‘1,069 kilos:in-1970 and 1975, respectively. This was largely due to, -
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the. replanting of smallholdings with. ]:ugh yielding r.ﬁcmes 'Over 135.100

holdinss cﬂvermg 279/000 hectarea were,' involved in the;replanting scheme

:gggpla L€ | wﬂ%:n ngltg,e I?Fs.ﬁrpﬁc?:k{ll;}bll;]ﬂ g%rdce in 1980 was 300 cents per kilo

1 Replantmg efforts undertaken prior to 1,970 also-influenced produc-
tivity among the rubber sniallholders during 1971-80. About 77,900 holdings
.covering , 1?2 500 hectares .which were replanted. during 1971-75 began to
mature durm 1976-80. However, ‘during 1576-80,. unlv 57,200 Emldm S

covering 106, 50{] hectares were replanted. Thlb decline in the total number
of ‘smal huldmg:-, replanted.was due partly to the_high',price level'.of. rubb'er’

after 1975 making it-unattractive for smallholders to, replant.

112. ,Access to better processing facilities improved throughout 1971-80
with the provision of about 1.903 smallholders develcpment centres imple-
mented by Rubber Industry Smallholders Developm'ent Authority {RISDA}
In 'addition. purchases :of ‘smallholder rubber l}',« -the - Malayfsmn 'Rubber:
Development Corporation (MARDEQ) also ex anded from 35,400 tonnes
in 1,976 to 55,000 tonnes in 1980, an. increase of 55%. The. anbmed effect
of these measurés coupled with guﬂd rubber prices was o raise'the average

‘monthly incoins of :rubber smallholders: from about '$228 in. 1973 to ahout
$450 in 1979.

113. In Sabah, the Sabah Rubber Fund Board had: continued with “its.
programmes o improve the income level of'the rubber smallhmlders .by.
raising' their pl‘DdllB’ElwW Over the period "1971-80, about 10, 500 hectares
were newplanted and. 8,200 hectares replanted with high-yielding . clones.

[t.was estlmaied that' the, programmes.benefitted 5.200 and 4.200 famuilies,
.rm..*apt,cnvt.hf In Sarawak. und%r ’d’]e :rubber smallholding planting .scheme,

a total ‘of 7,700 hectares were replante.d and 9.200. hectares newplanted
during 1971- 80

- Padi Eariners

114> -The- mmdencc of poverty:among padi farmers. declined from 88.1%

1970 to 55:1 % +in 1980, The decline was substantial in that it exceedecl Ihe:
targetted' 73% for 1980 -and- was attained in:a period characterised by. un-,
_favourable weather -condition, mcr&as&d consumer pnces and rising , mput
costs. The cumuilative effect’of. publie measuresxthmugh irrigation, extension,
-subsidies and price support contributed towards this -decline in pover
However. the incidence of, poverty among padi farmers continued to .be high
primarily due to the existence of large [number ..of uneconomic hmldmgs
,exacerbated by low yields in areas outside the'major. irrigation schemes. ~

115... New irrigation facilitiesfo1 both single and double-cropping 'of pddi
were 'expanded.covering- about: 68.000 hectares during -1971-80.. In addition,

_yield. Dtpad: during.mmain season 1mpruved from 1,055 gantang per hectare TD
:1,260 gantang during .1971-80: The yield 'improvements were experienced not
~only: in high’ productivity areas. such as. Muda and Tanjung Karang, but
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multi-purpose boats. . Out .of those ,absorbed in.these'schemés; about 48 %

were .able’ to.' earn incomes above ' the pavertss lina _\xi'iiilé ‘the, -_Q%ei-s_-.
experienced 1mprovements in theéir income - although ata Tower tate."Ount- .
migration into other sectors, such as into land settlementand .aquaculture,
projects, ‘also helped to recduce poverty.within.ithe .group.

1.21.. Thé -provision 0 I'subsidies. by ‘the Department. of. Fisheries for the:
acquisition of boats and gears benetitted, about 15.500.fishermen. Altogether
about 2,700 in-board. and 5,200 'but-board engines. and '13.300-fishing gears
were.provided.:It , was estimated:that the -beneficiarjes of the subsidy' pro-:
g_ram'mr:_s experienced about 70% 'incréasesin .income from.:an-average-of~
$175 per month to. an average-of ‘5297 per month during ‘the normal season.;

122 In Sabah, a .total of-1,200 fishermen ‘were given assistance in the form

of subsidies..boats and gears during 1971-80, uﬁ-iile-f-:in' Sarawak. a total.'of:
4.600 'fishermen obtained such assistance. In additibn..fresli-water fishery

projects. were implemented. in the two ‘states helping to..create rural job’
opportunities. | |

Coconut smallholders

123. -Out of':a total of 34200 specialised coconut -smallholders, 38.99%"
were considered poor in- 1980 compared with 52.8:% m 1970 The major part
'of this .improvement was .accounted 'for by replanting :and :rehabilitation
schemes ‘as well as by'.intercropping. -with cocoa, coffee and fruit trees...
During -75, over 4,500 hectares were replanted, 'some of. which began.’
to matut@during 1976-80.- The replariting scheme.:covering 3.500-hegtares -
‘during ‘1976-80".was largely -undertaken- with MAWA hybrids, which gave.a
two-fold :inerease. in yield. per hectare and., therefore.: had a favourable
eftecton the income ol 'the smallholders. ;

24. Coconut replanting’ and rehabilitation. were undertaken ‘with inter-’
cropping -of either, cocoa or.cofiee covering a total.of. '8.400- hectares=during ™
1971-80.. “This “scheme enabled a' fuller utilization’ of farm labour’ and
mncreased. income- levels among the smallholders.- Based .on 1980 prices, 'it.
was -estimated that a replanted and mtercropped holding could generaté an

additional.income per hectare of $740 to 1$1,200 per..year:"

Estate workers

125. - The socio-economic position: of estate. workers, partictilarly .those in
latger: estates,” had improved a s a result of a 'higher ..mncome level and
increased: social amenities provided:b y the estate management. ‘Apart from. ..
Higher basic wage rates, they also benefitted from:greater bpnus and incentive
payments ‘based .on commodity. prices. As a result.'.the -poverty incidence
declined from 40% ‘in 1970to 35.1% .in -1980. The average ‘earning per
month in 1979 was about $246 and $276 ‘for: rubber and o1l .palm estate
workers, respectively, about 61% and -939% - higher than theg .average for
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5
TABLE 3-3A°

SABAH: PERCENTAGE AMONG POOR., HOUSEHOLDS BY
ETHNIC ORIGIN AND RURAL-URBAN STRATA, 1976

Rura? - Urban . Toral-
T-:'-'rﬂi' ; Ei’-"g.'f-';!’ﬂgﬂ  Toral Percentage. Toraf Percentage-
poor, meng puor 2 HHONE poor among |
Lithnic origin howseholds poor nuseholeds poor . louselolds poar
(GOT) I 74 (A0G. vl 7a) {27 I (%)
Malay A e 42 E 0.8 (3.3 30 50
Nadazan . . 0.5 37 Ty g% 9.7 354
Rajau .. .. .- 126 16.2 1.0 17.2 3.6 16.3
Murut © Syl 1.9 4.3 .o B 4.8 57
Qrher Indigenous i (5.7 2 0.6 (1.0 16.5 19:3
Chinese .. .. .. 15 4.3 3 LT 13 5.7 -
Others .. ... .. 17 ¥, 1.9 2.9 9.6 1.4 -
ToTaL .. 74.0 101" .8 100.U $3.8 100.0
Percentage within o ' |
' t-.:-n:l : 093 1 , — ' 6.9 . — s 100.0 —

" Meghipite

TasLg 3-38B

SARAWAK : PERCENTAGE AMONG POOR HOUSEHOLDS BY
ETHNIC ORIGIN I-XND RURALfURBA"J STRATA 1976

Hmm* _ Liban = . Total

' Jatal «  Percentuge’ - Towal Percentage Toral: Percentage
. moar . EHnoNg , . poer aingngr © poor among

Lthuic origin - houselolls ~ poor hounseholeds *. .- poor households . poor
. (000y £22) 000y (%) - (00) 351
Malay ° . s i (8.2 .9 .3 280 19.5 8.2
Bans 0 s g 476 47.3 09 13.9. 48.5 435.3
Land Dayak .. . 12.0 1.9, 0. 0.8 121 ri.3
NMelanau . .. & - 1 7.4 0.3 =-| Ty 7.8 7.3
Other indigenuus, gt - 4.1 el . " ﬂ 4 v 4 3.8
Chinese .. .. B ] /1.2 3.7 . 383 150 14.0
Others 3 0.1 0.1 Loy 0.1 0./
TotaL . TEH? 1060 6.4 +00.0° 107.1 100.0
Percentage within | _ LA - L

total 04.0) = L6.0. — oo =t

" N g_ligl'l:‘llc
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NI. RESTRUCTURING 'OF SOCIETY : o
144, Policies .and programmes for restrycturing.of society. within' the. OPP_

period' were designed .to, inrer alia: . ¥ ; - _
(i) increase the produgtivity ‘and enhdnce the quality of 1ife€ of the rural
poor through rural' modernization: = .- .7~ .. - .

1 i . i 3 E .
. z

(ii) reduce in progressive steps and through qverall economic- growth,
current - 1mbai@nces in .epmp?uyment S that employment in 'tthe

-various sectors..ofthe economy-'and by occupaticnal level will refiect:
the- racial composition of the population; ' ’

(iif) increase’ progressively and through overall growth of the economy,
__.._.the share of Malaysians in the ,ownership of productive capital in’
the economy including corporate stock. and in' particular that of
Bumiputera who currently account Tar a share which s particularly
low in comparison wifh'their' representation in the population; and

"« (iv)insure the creation of a commercial “and :industrial .community"
~among Bumiputera ‘in order: that, within -one .generation;.they will

own and réilfamage at.least..3 a‘ﬁ of the total.com e;rci':?l and industria
]

- Belsitievah e ronuink 1 A1l 1RgeRAnG SRS SR SpeTation and.

145 Rural modernization and restructuring the racial. composition of
employment will assist in, increasing the income of Bumiputera and -at, the:
.same time help. reduce. ‘existing differentials in average wages and salares
among, the races. However, .rE(fuctiuns"in total income differentials between.
‘the races will require, in addition, that &xisting differentials. in income arising
~from the ownership of assets'are also narrowed. Considering that Bumi-
putera now own an insignificant. part of total asset “of the economy, the
existing overall income differential between them and other Malaysians is’
even wider than wage and' salary differences 'alone, would suggest. There-
fore, the attainment of the NEE 'objectives would. also require progressive
reduction of existing imbalancés:in the ownership of .assets and- wealth.',

1467 ésti‘.u-:'turjn'- ownership of assets includes all financial as well "ds
physical assets, including land, in all sectors, of' the economy. However,

as the economy, develops and modernises, the role of-the corporate sector,
will increase, and as the country's financial structure becomes increasingly
sophisticated, the key ,to ownership and control,of wealth will ‘be through
-ownership -of equity capital: In- this’ regard,- the target,is that bv. 1990,
Malaysians. would account for about 70% of the,.total share 'capital of
Jlimited companies with. Bumiputera holdingat least 309 and other Malay-.
stans 40% . - The remainder will be held by foreign interests.'The' creation
.-of entrepreneurs among Bumuputera requires the accumulation of savings
~avhich .is. possible, only through rapid increase in their.-income as well as the.
-acquisition of skills and experience. , -
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Progfanmes and projects for rje:-_;tructurigg

147. During -the 1971-80 “period, various' policies and :-'i}mgramm'ﬂs WETe
implermented 11 line with the NEP -objectives .and targets. Although each
of Lhiese programmes was formulated té further the attainment of a parti-
cular target of 'the NEP, its mmplementation often produced impact on other-
targets and objectives. Programmes for. manpower development, restruc-
wrine of employment and asset. ownership as wella s the d_eueiﬁpmﬂht of
Bumiputéra entrepreneurs wouldhave the etfect of increasing their earnings,
copsistent ‘with the objective’ of reducing income disparities between  the
ruces. These weuld also reduce poverty ‘because of the fact that at the
b{ig}ﬂ'niﬂg: of the, OPP period, the bulk of the ..B_umipugﬂra': WEIe poor (about
65 in 19707 and the bulk of the poor were Bumiputera (about. 74 % in 1970).

‘14%:. Programmes for emplovment restructuring included training and
manpower development in specific areac where racial -imbalances
. these: programmes; facilities for professional and s

Tgter LIRS PENE ’ | POy I and. sub-professional,
“and skill traimng were expanded 1n order to increase the number of tr5ined
“and gualified Bumiputera. Facilities for professional and sub-professional
‘courses.at Jnstitiul Teknologi | (ITM) were expanded. Additional skill
~traiping facilities were also provided a t the I'nsririii Kemahiran MARA

([ICM) and the H"n_u_th"Tr.ai'nin_E Centres. To reinforcethese proerammies. the
s'p,-iﬂu,.:;-seuu::-r-_was ?:H';fDHTEgﬁMHHEUUC{UFE its workforce “ai"al[ levels of
oceu pul-im,thr’ﬂugh job placement and sponsorship schemes and regular con-
‘sultation between the Department “of Labour and Manpower and private
sector- emplayers. At the secondary: school level. MARA Junior Science
‘Colleges were constructed ini order to prepare Bumiputera-for higher educa: -

. 110N ill":-iﬂiﬂﬂc.t? and technology.

149, . Programmes for-the creation of-a commercial and industrial com-
muonity -among, Bumiputera included provision of ‘finanéial assistance to .
aequire equity capital _QfGﬂlnpal‘liﬂﬂfﬁiﬂfv.&d'f{jl" them and-the promotion of " .
centrepreneurial development through programmes of Eﬂredjt assislance,
advisory and extension services, technical assistance,, ad{ni;histi'atiué su‘p:p.:::rf
and direct-gm.rtrnm'ﬂnt participation in the private sector. '

Overall prffﬂrmnﬁﬂ | ) _ | 1

-150. Public 'programmes and policy medasures together with private sectof
“ eflOris. including those of individual -Bum‘i_@uteraa nad produced signiﬁﬁaﬁt-
‘resylts since: 1911 from the point of the restructuring targéts of the NEp.
which are.income imbalance, e‘mpltrj;’lnén_:t‘ restricturing, the. ownership. of
asscls-and the development of a commercial and industrial community.

among Bumiputera.
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Income

151. Table 3-9 shows ige changes in mean and median icome by race
from 1970 to 1979 in Peninsular Malaysias. Over the. first nine years of the.
NEP period, both the meari and median incomes of all' racial groups
increased: significanilv in oth real and currént terms.

152. In terms of income distfibution among the races, the. Malay mean
income as a proportion of the national average increased from 65.2% In
1970 to 67.3% in-1979. Ths Chinese mean income 'was still a2bove the national
ayerage but decreased from. 149% in 1970 to 144% in 1979. Similarly, the
Indian mean income as a proportion of the national average declined from:
1159 in 1970 to-1022% in 1979. Income differential between rurdl and urban
areas decreased during the period. Income inequality: was higher in the rural
than the urban areas. but in both cases, inequaliiy was decreasing over the:
last decade. | |

153.. The Agriculfire Census 1977 data showed the mean monthly house-
hold' income in Sabah in 1976 was $513 while that in Sarawak was 3426
comparad with the average of 3514 for Peninsular Malaysia. Urban incomes
for Sabah and Sarawak based on the Agriculture Census- 1977 and the
Labour Force Survey 1980 showed a ciéar improvement in current as. well
as constant prices. Urban incomes in Sabah which stood at $1,060 in. 1976

had increased to $1,22]1 in current, priges In 1979. Similarly. urban mean
incomes in Sarawak increased from $871 to $1.035.

Empioymeat -

154. The period 1971-80 saw a rapid .growth in employment for all commu-
nities. Employment for the'whole of Maldysia increased at an dverage annual
rate. of 4.1% between 1970 'and 1980. The breakdown by racial .groups,
available only for. Peninsular Malaysia, showed that unemployment ‘of the
Bumiputera decreased' from 8.19% in 1970 to 5.1% in 1980, that of the
Chinese .from 7% to 5.3% and-the Indians from 11% to 7.5%.

155. - As shown in Table 3-10, there has been significant improvement in the
distribution of employment in line with the restructuring objectiye that

émployment in all sectors and at all levels reflect the racial. composition of

the couniry. In the secondary. sector where participation of Bumiputera had.
been low, their share of employment showed an increase from 32.17% 1n
1970 to 39.8% in 1980. Similarly, in the tertiary sector, their share of em-
ploymént increased from 42.6% to -47%. At the same t{ime, the snare OI
other Malaysians in the ‘primary sector_ had also increased from 32.4% to.
33.8%. ) ‘ '

5 The: E‘.HE}}'EiS of Ehﬂﬂgts In INcomes over .’I'.il"ﬂI: is conhned to’ Peninsular Hg‘laysiﬁ'as‘- r.!a;a EE_!I' total
¥fzalaysia are available only for.1976. -
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‘FasLE 3-10
"PENINSULAR MALAYSIA : .EMP:LOY\J’IENT BY‘SEC'ZTO.R AND

RACE; 1'970 IGT: A\JD " 930
tﬂﬂﬂ} e
- 1970
¢, - O _.‘S'E_-_'mr .Ef:ﬂfﬂj' - _E;frg‘qé;é-. * Indian Others ' I"Tﬂ'fﬂf_" .
?fi'-n':a;y.ii" Tt ' 90245 5854 _1 154.0; 12.9° 'i,,-;:;?;ai.'ﬁ-
CZ ey i  (67.6) (12:9) (11.3) (1.0 (i00.0y
SLCDIII...EI.F‘-” 215.6 394.5° 57.0., 437"  &INT
AR (32.0) = [(38.7) (8:3)° 0.7), (400.0).
Tﬂrtlaruﬂ . : " 3397 . '383.9 ' 90:5 - 10.1; - 844.0,
< B I- {-r’ 6) {4-‘5"51 (10.7) (/. -?ll (400.0)°
Tnml q*nﬂiﬂ'-'ed 149768 0436 3014 27.7 2,350:3-
(AN (31.8) 68 (108)  (L0)  -1/00.0)
Labour ful‘ct: 1.6083  1,122.4 3387 2867 3,098.0
(%) (319) : (36:2  (0.9). (09 (100.0)
Unc-ﬂpiat ment A30:7 78:8 1373 0.9 247.7
S A _&n. G0 L11.0) G . B0
= 1975
) :!' i veos . T
Primary - 1,009.2 2873 167.3 12.7 . 1 ams:?
oo} AL ‘ 168.4) -  (19.5) (11:3). (0.9):  .{100.0)
Secondary . . 336.7 . "500.0 "88.6° 1.5 C930.8
%) N 6.0y (33.6) (9.9 (08 . (100.0);
Tersiary 509.5 - 515.3 121.6 1.5 113189
L7y . s (44.0). (#4.5).  '(10.5) WO (J00.0)
“Toral 'mﬁ’h‘:_ﬂ:d i 1.855.4- - 1,3026 3775 3177 3,567.2
Moy ;. (52.0) . (36.5°  (i0.6) (0.9) ., (100.0)
Labour force - AN 59757 I 2907 | 421.8 -349.  3823.1
32 : “(51.7) (36 d} {119 09y (i90. 0)
UﬁL!‘l‘lp‘fﬂ"-’mE"n . P ?'l]' 3 33.r 44,3 , 3.2 L2559
Yo “16.1) (6:3) . (10.3)- (9.2 . (6.7}
1980
Primary - " 1,020.2 3061 '1,99‘_.4_-. 13.4 Iji'i] |
g 1% : (66.3) (19.9y  (13.0) (0:9y (100:0)
E'-T«I:"ﬂun1:1‘:;r‘-r W o A el s 4935.4 636.0 -105.8 " i Rl ].244?
y (Y. IO ) £39.8) (3.1, (8.3) (0:6) . (100.0)
|'l‘¢ruary . 695.9 615:9-  7153.5 133. '1.4806.
A7) . : . (47.0) (41.6) (105} (0.9) " - '.Uﬂ_@ﬂ;ﬂ]
2= -Tﬂja! emplnyed i DTS ;5580 460.7, 342  4,264.4..
{2 : cx (51.9) (36:5) (10.8) (0.8).. {mﬂm
Lahr_:u.._lr foree = ol 23314 645.4 4981 372 45121
R . 51.7) (36.3) (1 140). (0.8) ' (100.0)
" Unemploymeni .. : “119.9 " 87.4 37:4 . 3.0 ‘247.7
T u} : (3.0 . (3.3) (7.5) [43 i) - {5.5)
5 Agrmnlmre =

T, Mimmipg, manufachuwing, construchion and transpoxt.
" Wholezale and retail trade, banling, public admmmistration, education, health, defence snd unlites.

57



156! In terins of nccupatmnal classification, prc-gre.ss was observéd durjna -

the period.,.As shown'in Table 3-11; in the professional and :technical. job
category, Bumlputera increased thelr share from 47% in 1970 to 30% 1in

1980. In the ‘administrative and managérial category, the increase was from

24.1% to 316 %, still far below the 1990, target. The share of other Malay-

sians in the agricultural workers category increaséd from 28% in 1970 ‘to
132:3% 'in. 1980.

157.. ThLS staudard occupational ElElSSIﬁCElEIDﬂ however, does not r&ﬂect-
.luerarch'-f in terms of levels .of salaries or wages. The professional and
‘techniical category includes:all professionals, from nurses énd school teachers -
to, doctors, engineers and accountants. As indicated in Table 3<12, a survey

of prpfesamnal bodies in '19?9 showed that des ltﬂ O}(erau rfurmance o
Bumputera still accounted. for a very small pmpnr‘[mn the hi gllt:r-earnmg

professionals. In 1979, Bumiputera accounted for only .11 % of the .architects,
76% of accountants, 11.6% of engineers and 8.6% of doctors in both- the’
private and puhhc sectors. Nevertheless. these percentages were significantly
;,higherthan 'they-were.n 197{} The other Malaysians continned their domi-

nance in 'the high#r: searning occupations: with-their .:proportion in some of
the categories exceeding their share :in'populdtion.

158. In terms of. salaries and' wages, a survey of limited comparies in
Peninsular. Malaysia showed, that*Bumiputera held only 6.4% of, the. top-,

glymg .jobs Cover $4,000 pef 'month)in 1976; compared kith 30.1% for the'
hinese, 3.6% for the Indians. 3.3% for.Others and 56.4 % for- farewners 'as

'ﬂsht,:_m_wn 1 Table 3-13:

' 159." ‘Significant measures were, t.akexl, duri <:l da;ie to coirect- Bumi-.
putera under-representation’in scientilic, tec nica managerial occupa-

tmns Creation uf these types: of manpower among. Bumlputﬂra was accele-
rated.through the' E}{IJHIISIDI] of facilities and enrolment: of local institutions
of lugher learning. The mtmduutmn of prﬁp&fﬂtﬂr}’ pre-university and.
matriculation coursesin science by the universities had helped greatly the.

‘efforis:to produce more qualified Bumiputera -professionals and sub-profes-
smnals in the helds of science and technology.

Ownership of assets.
160, "Prﬂgres¢"in ‘the ‘restructuring of ownership in the corporate sector is

indicated - m ‘Table 3-14. Total equity of Malaysian companies_and assets of
foreigri companies grew at an annual rate of 16.7% from: $6.6
blkahdn- 19.*1 to '$26.3 billion"in 1980. During. .this period,. the ‘share. of

Malaysian residents increased fI'Ctm 38.3% to 52. 59 and,there was a corres-
ponding decline of the foreign share from'61.7% to 47. 5%. Among the

‘Malaysian residents, Bumi iputera ‘trust agencies and individuals. shuwed the
highest rate of growth ‘'of 31.4% per-annum. Their sharé of the total éqguity

relative 'to other groups. increased from 4.3% in 1971 -to -12.4% -in -1980.
‘However, this is.below the target of 16% by'1980 as.set outin the OPP.
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- TABLE- 3-11

PENINSULAR MALAYSIA™ E“VIPLOYMIE‘\:T BY- OCCLIPATION
- AND:RACE, 1970, 1975 AND 1980 '

Occupation .

Professional and technicai?
¥ d

ﬂmdmml'st'auw ard. “nanﬂg*rml
C !gfﬁial and refated woerkers

Emté' ) and :e'an:d workers
() ol 1
Se_r_iil:: workers | .0 " L, e
Agricuitural workers
129 -
“rndﬂucunn transport* and - other w n'r'-:e-'s

(%) - ‘

Total .
(7). 11

Professicnal and technical -

.-\tsmlmmrnm.: ond manage'lat '

(7).

C]i:ncal :I.nﬂ ref aled wnr‘ce*s S .

535&5 ind related workers

2R D R

= :\. u:r: workers

ﬁ-grlﬁaim.rat workers.

(% (A 5 a7 a3
roduction,. ‘nn:-'.aﬂn Jnd ﬂl.ﬁ.:l" vurkers. .
€2 T
Tormal . °*
(%4)

Professional and t:chmml o .
(78) - . g
"'ﬂudﬂ'lﬂt.ﬁl'ﬂlﬁt and manag:n&! i

{25

Elérl::al and related -w}rl-.ers S rEy
{f’ru} . a U FEH LT

Sa!es and rf:fan:ﬂ wnrncrs
w* il . -

-Saw1m wnr‘-::r:i
M L Lol

A%ncp]:ural workers: -
Production.

(%9

Total :

REAR .

'rans-c:-rr and ‘other wurka.r'=

(000) ’
. 1970
Malay: ~Chinese {ndian (irhers Toral,
642 40 148 3.7 116.7
(47.0) (39.5) 1108 (2.7) uﬂg 0)
7.4 L9 C 4 14 20.7 -
(2401} (62.9) | 5;.1&}'_' r:“.?._} ©{(100.07
50.4 634" 4.0 J22 142.3.
(35.4) {a'g,p}; ffg )" '{T..I:'). { éfﬂ.a}
9. - 2 A1 12585
S2h - @ : &% (000
00, _ e L 3258
_ [4_;:::,?; Jﬁ?é) 358y (G ‘5:: “(190.0) *
AU ==l 1337 . 132 12387 -
© 172.0) (17.3) 97y + “(ro)  (J00.0)
266.0 434.3 =4 3.3 7774
\34.2} {35.9) (9.6 0 (100.0)
| 477 |.0a3. :01.4 277 28303
(51.8)  (36.6) (i0.6) (2 ﬂ] {/60.0)
= 1975
9] | « 734~ 20.8 4.4 189.7
(28.0) E 7) (/470) (23)  1100.0)
-6, :1_'9 2:4, 415
@8 (83, 2D (5.8)  (100.0)
33.3 78.¢&° 2371 .2.4 1925~
(+46.0) g-arﬂ &) 1 2.0) (1.2) -(400. )
. 839, 213 1.2 345.7"
(74.3) (65.7) (9.4) {.2) (/00.0)
145.7 i23.5 9.4 3.1 311.5
(45.8) (396 (i26)  (1O)_ 0 0
598, 357.3 [47.6" , 126 ~ Lalsl -
(70.5) (8D T gy . (0.9 (100.0)
4345 513.0 JRik 5.6 1,070.3
(40.6) (48.7) ° (10.5) (6.5 {1&5.5}
1.855.4 " 1.302.6 - - 37T, 317 3,567.2
G20y s Uedy (08 . (100.0)
| 580
118.2 87.1 269" 4.0 256.2
(50.0) (36.€) (154) (1.7)  (/00.0
16,2 392 .7, 51.2
(31.6) (37.0) (5.1) ° (5.3)  W1100.0)
169.4 - kO3 31.0 o 513, 306.5
(55.3) (36.2) © i6.9) (£.7) - (100.0)
99.8 299 9 3277 . .0.8 432.3
(23.1)  (69.2). {76 (0.2) * :(/00.0) .
158:4 " 130.] . 407 2.F .. 3513
(47.9) (32.9) {4].6) (@.6) - (100.0)
293.9 '*33 :?) iﬁ.;} 9.6 L. 4?45
(67.7) / OE 0.7y (100.0)
. 5106 -l.Elﬂ.i 9 - 150.9 - 8.7 ‘T4I1e
= X 3 ;
iy Y36 a6 w00
2.211.5 : 1,5580 16G.7 342 4,264.4
(51.9) (36.5) - (16.8) (0.3), (100.0)"

? ,,;—.1: category includes uih;mrmmn;ﬂs, rar:-g;m; irom lawyers and enginesrs 10 nurses azﬂ ieackers, in puplic as M:ll a5 pnvas:

SECLOTE.
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