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{]‘
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‘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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CHAPTER 111

Progress of the New Economic
Policy

L Im‘RnDﬁc‘i‘IdN

91. The New Eccmc:-rmc Policy (NEP) was formulafed with the long-term

objective of' achieving national -unity- through two-pronged devalﬂpment
strategies. The. first prong 1s to reduce and eventually-eradicate poverty. by
raising the.income levels arid.increasing employment opportunities for, 'all
Mﬂlaysmns irrespective of. race. The second prong alms at acceleratmg the
process of restructuring Malaysian'society te correct.economic' imbalance
so as to reduce and eventually. eliminate the identification of race with eco-
nomic. functions.- These strategies are .to .be :implemented, in’ the, context of
rapld economic growth, thereby ensuring, that ne- partlcular group.. ‘W]ll
expefience any loss or feel any sense of -deprivation.

92.-*During"1971-80; the socio-economic ‘position of the poor improved: as
a result of ‘the im Iemenmlmn of varigus programmes for ingreasing

ductivity 'and empllj yment and improving. P 1€ ‘quality ‘of life. These.:ef rtf;
wereaided by strong commodity: prices; especially. of rubber and palm oil.
particularly durmg the second .half of the decade.-directly’ benefitting h e
rural houscholds mvolved in their pmducnun Progress’ was. also- made.i in
the. restructuring of society. during. the same. permd This was. reflecfed n
increased modernization ‘in .the rural sector, .expanded' opportunities for

higher education in the sciences and .other .disciphnes'essential for effective.
',pﬂrtlciplahmn in modern activities. cuntmued urbanization, the development

of regional growth centres and specific prngrammes desrtgned for the création
and. dex—elapment of an enfrepreneurial community:among Eunuputera

II. ERADICATION OF POVERTY,

'93. "The Outline Perspective Plan (OPP),; 1971-90, envisaged a substantial
‘reduction in the poverty level in the. count@. 'In. Peninsular Maia}'sm the

incidence. .of * poverty wads. .targetted to decline from 49.3% .in, 1970 to
16.7% 1n 1990, to be attained.througha rapid socio-economic develop-

_tnerit with significant .participation of the: poor. The.incidence, of .poverty
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for 1980 is presently estimated at:29.2%, an improvement on the targetted.
3455 "under, -the -OPP.- The decline .in the incidence of. poverty was 14.7
parcentage 'points during: the period-1976-80. compared  with the decline of
3.4 percentage points 'during -1971-75.

G4, “Although there were no spe:i::iﬁc targets set for the reduction of poverty
in -Sabah and Sarawak, measures were ''|mplemented to. improve the socio-
economic -status of the poor in 'the twostates during the decade. These
measures 'included' the implementation of. programmes for productivity
improvements such as land development and . 1nput subsidies for crop
replanting and ‘intercropping, 'and purchases of farm equipmént as well as
iérimprovements in thequality of life. The effects of -these measures wefe
also assisted by rapid employment growth in Sabah..and Sarawak, estimated
at" 4.3% per annum, during the period. -

Strategies and. programmes for .poverty eradication

‘G5. Prior to the NEP, mudh of ‘the focus of development. policies and
programmes was centred on growth, especidlly of plantation, mining and
trade and commerce, leading to an inequitable 'sharing :of development.
Under the NEP, the strategy of poverty eradication called ‘for a pattern
of ‘development which. provides opportunities for the poor to participate:
effectively-in the growth ‘process and share. in, the bengfits-of. development.
96." The. programmes implemented for expediting th e process of poverty
eradication during 1971:80-included 'the provision ,of improved inputs :and
-facilities in existing-agricultural areas, ithe :absorptionof poor households
into, modern ag{i'c;ﬂlt,ure and nthar,secmr% throu Igh accelerated- creation -of
‘productive employment opportunities, and the provision of social services
-and amenities such-as education, hearth, housing,. water and electricity. With
‘th'ese programmes, ‘the poor were able.t oincrease their productivity and
;income,-through-a fuller utilization. 'of .their. productive assets and skills, as
well as‘enjoy an'improvement in their quality .of life.

Overall performance

97 .. The improvements made in respect of poverty eradication in Peninsular
‘Malaysia are shown in. Table 3-1, The overall incidence declined from 49.5%"
in. 1970 to 29.2:% in, 1980.. The 'estimated number. of households. in
poverty - declined. from' 791,800 in ,1970" to 666,100 in 1980.° In the
-agricultural’ sector; the incidence of poverty which stood at. 68.3% “1n
1970 was estimated'.to have declined to 46.1% in; 1980. The decline was
relatively faster<n the non-agricultural.sector -where-it declined from 27.8.9%
in 1970"to 16.8% in. 1980.

"98° Tn terms ‘of rural -and urban strata, the:incidence of -rural -poverty
deciined from' gﬁ.l%o'— in 1970 :to 37:7%-in 1980 'while  that .of urban
areds.from 21.3%. to- 12.6% .as shown 'in "Table 3-2. The decline of -8.7
percentage’ points in the-urban. poverty dncidence 1s'significant ;, “view..of
its small base. o
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99.) The opening of new land: for settlement represented. one of the
programmes which contributed to the.reduction in poverty: About 72,200
‘households had..been absorbed into 'land. schemes, the majority of -whom
were ‘either landless or with uneconomic,.holdings; contributing to the

L a3 B NS . . - : 3 - A 3 | 1 el
AeThnn 15rths i denss ol povery deh R s ReTefi Feripeen daltysiay
during 1971-80'in Sabah arid Sarawak, respectively: especially with oil palm.

qubber and cocea. About: 4,650 settlers. were resettled“in.land schemes in
the two states during -1971-80.

100. The decline in the incidence of rural proverty was also accounted for.
by.in situ development efforts.such: as crop replanting and: rehabilitation,
intercropping and the provision of drainage and irrigation facilities. Average
yield per hectare' of rubber smallholdings was estimated to be 1,100 kilos
in; 1980 compared with 730 kilosin the early 1970s. Among padifarmers,.
the average yield per hectare for the main season crop increased from 1,055
ganrang.in -1970_to 1.260 gantang in 1980, while the yield increase for the
offseason crop was from 1.249 gantangto. 1,350 gantang. Yield -of coconut
smaliholdings increased by 25% .on'-farms which ‘had been. rehabilitated.
and by about 200% on holdings replanted with the MAWA vanety.”

101,  The implementation of programmies: for intércropping and diversifi-
‘cation covering 25,600 hectares contributed towards:increasing income-and
greater utilization of farm labour.. Apart from diversilying farm incomes'.
the programmes ‘enabled ' the! beneficiaries to-partially: overcome: the
"constraint .of farm gize. Farmers in single crop padi: areas;:were able to
obtain additional.. income. from '"tobacco planting’ -during off-season..
‘Similarly, -the intercropping’ of coconut smallholdings. with. cocoa, coffee
or fruit trees generated extra’income to the smallholders.These: efforts led
to the decline in unemployment in rural areas: from 6.9% 1n 1974 to 6.1 %
in. 1978

102. -In Sabah and Sarawak, land rehabilitation “had also been pursued
especially in areas where customary rights on land were '™ practice. During:
1976-80;° Sarawak . Land L Consolidation and Rehabilitation. .:Authori
(SALCRA) had rehabilitated: about 4:500 hectares involving' 300 households. .
The cash income per resettled family increased from about«$600 to about
$1,800 per vear. Programmestorin siru:development were. also implemented
involving over 9,200 hectares of rubber’'smallholdings which: were replanted
ﬁﬁth?}hi‘gh-yielding clones while about 11,100 hectares of padi were provided
with:irrigation 'Tacilities, o which 3,400 hectares were for double-cropping.
A total of 4,600 hectares of tubber smallholdings were replanted’ while
‘assistaricg for'.double-cropping and intercropping covered about. 4,500
households. In Sabah, Koperasi Pembﬁﬁgﬁi’!ﬁﬂ Desa 'had ‘been “active -in.
promefing commercialization of Sma €T+ agriculture " through joint.
enterprises with the farmers for: the production of maize,. coffee; ginger,.
soya bean, pepper and vegetables. The various programmes contributed t o
the creation. of rural' eniployment opportumties .and improvements, -in .
income.
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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

38



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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1972-78 bad incredsed in the range of 70:240% : in Perak, the costincreased'
from'$173 to $432 per hectare;.in Kelantan, it increased.from: $183 to $415;

.and in Pulau Pinang, from $267 to $489: \Data from a sqcio-economic survey
DPc:ncunut smaﬁ?ﬁgﬁiem.m lcatet? at tﬁe:i‘:ﬂg't-ofo mreéngﬂﬁﬁ al']s?g' increased -
during 1971-80. -

131." : The programines to assist Orang Asli were designed to improve their
- present.soclo-economic conditions by encouraging:.themto go into perma-,
nent agriculture. These included small-scale land development,and minor
agricultural schemes, such“as livestock husbandry and fresh-water fisheries:
- About '1,270 families had been assisted through the various minor agriculture
. schemes.' During the operiod, about: 10,100 hectares of land were converted
. into permanént agriculture .and about 2,000 heads of,cattles were distributed
-to the Orang Asii.

132, In -addifion, facilities for'itheir soecial impravement in “the field of
education, 'health- ‘and ‘housing were also expanded during 1971-80. I n .
thefield .of education, 101 primary schools and 67 school hostels ‘were*built:
In the field of health: 85,000 .cases were given treatment‘and, in ‘the':field
of, housing;.about 2,000 houses were built for.the community.

Urban poor .-

133. The growth .of the informal sector through its linkages with modern
construction,- manufacturing and service industries assisted in improving the
income positfion of the poor. They also benefitted from the 'employment..’
opportunities directly generated by the.growth,of these modern activities.
A total.of:-1.3 million jobs .were created,in secondary -and tertiary sector
industries during 1971-80. Urban unemployment declined from 7.7 % in 1974
to 6.7% in 1978: The average wage level in the industrial :sector increased..
by about-6.8% from'$190°in 1973 to $320:1n 1979, thus benefitting the urban .
poor, a significant number of whom .were,workers in production, sales:and .
services,

134.  The.urban poor. also: benefitted from low-cost housing programmes:
implemented in urban areas'as-well as from the. implementation of “assis-

tance provided for the acquisition of stalls, premises and. trading equipment’
among,the petty traders. A ‘total of 5,900: petty :traders were-assisted under.
this' programme. In addition,.poor households’.in some squatter settlements

in the: Federal Territory' benefitted * from: the . squatters iupsrading. pro--
gcramme .implemented, in .the area

Improvements in the goality of life

135 _‘:Pr_e-gi'_ﬂ;;(lrﬁés.fdi’ improving health, education; 'housing and utilities
whichihave direct relevance :to the immediate needs of the.society, especidlly’
the pdor, were further expanded 'during 1971-80. In the field of, health and
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medical services, the number ofrural health .centres -and sub-centres, mid-
wife clinics and Kefinik Desa increased by 55'%. during 1971-80 in Peninsular
Malaysia. Similarly,' the facilities for dental. andapﬂlyclinics had also been
expanded in urban centres. giving immediate and valuable services to the
urban poor. In the field of nutrition, the Applied Nutrition Programme
which was initially. implemented.in Peninsular Malaysia 10 1976 had been
expanded to.cover Sagah and Sarawak: By 1980, over 4350. villages were
covered by this. programme: All' these contributed to the decline in. the
overall infant mortality rate from 40.8 per:,thousand in 1970"to 28.1 per
thousand in-1980"in. Peninsular Malaysia. The maternal. mortality rate for
Peninsular Malaysia decreased from 1.48 per thousand-in 1970+t 0 0.54 per
‘thousand 1n: 1.978.

136.. During 1971-80; the .low-income 'population’. had greater access to
educational %acilities with, the expansion .of: primary and secondary: schools
and of the junior science colleges: In addition; they . benefitted from assis-
tance programmes; such as scholarships, text-book loans'and supplementary
- feeding.

137.. The Government continued” to implement; low-cost 'housing pro-
grammes for the benefit of low-income population:in. both rural and urban:
areas. It had also assisted in the rehabilitation of rural. houses. In addition,
the provision of treated water, and electricity was.expanded especidlly,.in
the rural areas. The coverage of treated water supply in the rural areas was
estimated to.be'47.2% mn 1980 compared.;with 39% .1n 1970,1n Peninsular
Malaysia. In the case of 'electricity, the coverageincreased 'from 28.7% :in
1970 to 52.39% .1in '1980. Similarly, such. fatilities ‘were. expanded in Sabah
and- Sarawak: Further, the expansion in transport and communication:
facilities; including. the construction of rural roads, also.helped: to:improve
the overall living condition, of, the poor.

1976 - Poverty profile

138 The Agriculture Census 1977, provides a diréct estimate of poverty
in Peninsular Malaysia, Sabah and Sarawak 1n 1976%. As shown 1n.Table 3-4,
it was lestimated that 37.7% of the.total, households were in povérty in- 1976,
'fhefinl::"idence for Peninsular ‘Malayvsia,” Sabah and Sarawak being 35:1%,
51.29% and'jT.7%, respectively. In absolute terms, about 829_300 households
were 1in pcve{%,;_cf which 78:39% or 688,300 were in Peninsular Malaysia,
9.59% or 83,900 in Sabah and 12.2% or 107,100-in Sarawak. In termsof
rural-urban Strata, 89.7% of the poor households were" in, rural. areas. The
incidence of rural poverty was 45:7%. while that-of the urban 13.4%.

i B
The .Census provides for, the first 'time information on poverty [or Sabah add Sarawak. Data an.
poverty, by larget groups, have not vyet been. tabulated and,. as’ such the information canoot be
‘compared .with the only other direct estimate made for Penmsula! Malaysia in 1970 Thei figures
for,[975 and |980.represent projections made for Peninsular Malaysia using the Post Enumeration
‘Survey of .the 1970 Population and Housing Census as a base,. takingrinto account the effects of
major developments on.poverty incidence. N o
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139, The States of Kelantan, Kedah, Trengganu, Sabah., Sarawak and.
Perlis 'registered high incidence' of poverty ranging from 48.7% to :39.2%, .
together accounting Far 478,900 or 34 % of total households in poverty. The -
number of poor houseliolds - in 'Sabah .and. Sarawak ‘totalled 191,000
representing 21.7% of the total poor households. Although Perak had fairly
moderate incidence of poverty ('38.7%), in absolute terms. it accounted for
about 133,100 households or 15.1% of the total 'poor households, making it
the state with the largest number of poor households in the country. «

140. As shown in Table 3-5. in terms of ethnic distribution; the Malays
accounted for 73.5% of total poor houscholds in Peninsular Malaysia,
compared with 15.99% and 7 8% for Chinese and Indians, respectively.' The
incidence of poverty for Malays, Chinese and Indians were 46:4%, 17.43%

-"andhi—_-‘]‘;B_'E_f-g,...respectivegl.t'['he bulk of the Malay poor were located m rural

arecas which accounted for 93% of th'e total Malay poor houscholds. In.

Sabah and Sarawak, as shown in Table 3-35A4 and Table 3-5B, Bumiputera
accounted for 829% and 86 % ol the total poor, respectively, a large majonity
of: whom were found'in rural areas. In Sabah. the Ela-dazaﬂ and Bajau made
up 31:7% of the total poor. while in Sarawak, the Ibans, Malays and Land
Dayaks accounted for 74.8% of the'total poor. -

141. The majority of the. poor were~“employed 1n agriculture. forestry,
hunting and fishing 'as indicated. in' Table 3-6. This- sector.accounted. for
68.3 % of thetotal poor in Peninsular Malaysia, 77.9% in Sabah and 84.99% in.
Sarawak. In rural-urban terms. the-sector accounted for 77:9 % 'of 'total' rural.
pdot- and 14.6% .,of total urban poor. The significant urban.sectors where.
‘the incidence of poverty was high were services. trade and manufacturing.

142. Tabie 3-7 indicates that the- level of poverty varied aeccording
to, status: of employment. Of. the poor. 51.2% had;,their: family. heads
working as self-emploved workers..especially in .the tural areas: The second..
largest ‘category of activity status:was -the wage earners which accounted.

(08 Sfiditer O heads ek R8T NOHENE RN Thes BRePUigRalo s Mismaley sd
‘Peninsular Malaysia .(45.29%). In rural-urban terms: the majority. of the rural

poor were self-emploved (54.4%) while*the wage earners (54.1%) formed the
majority of the poor,in urban areas.

143. ! Table 3-8 shows that 42.4%, of the heads of peotr housenholds had
no. formal education while 53.3°; had"some. primary education. A' bigger
number of poor households m rural areas had no formal education' com-
pared: with that .in urban areas. Those with no formal' education and:those
‘with 'primary education together accounted for 95.7% of the ‘tota] roor:
1n 1976 Lhé table also indicates that there was variation in: the ‘level of
education achieved.among heads of poor households between the Peninsular
Malaysia, Sabah ardd Sarawai. While .thecategory without.formal education
accounted for 35.4 % of the total poor in Peninsular Maiaysia, it was 66.4%
in.Sabah and 65.3% in Sarawak. '
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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.

54



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.
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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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161. Out of the. total new equity of $19.8 billion created between 1971 and
1980, only $3 billion or 15.2% was taken up by Bumiputera individuais
and trus{ agencies, I'his meant that a considerable amount of backlog had
heen accumulated. For Bumlpuera individuals, their share grew maramaﬂv
from 2.6% in 1971 to 4.3% in 1980 although their holding of corporate
stock grew by more than six times. This slow progress of Bumiputera indi-
viduals was accounted for principally bv factors - sucn as lmw ;ncnme and
negligible savmgs '

1::2 The share of other Malaysian res,ldhntsh grew frum 34°% in 1971 1o
about 40% in 980 as against their target crf 40% by .1990.

163. The progress .ﬂf ownership and 'part.l_;:lpatmn-m ;n‘du_s;lrial, and’' com-
mercial sectors is indicated in Table 3-13. In the industrial sector: total fixed
assets increased from $1,503.5 million in 1970 to.$4,317.5 million in 1975.
The value of industrial'fixed assets held by Bumiputera increased from $15
million or 1% to ‘$150.3 million eor :3.5%. SH’:’.’I‘lnl’l}", other Malaysians
mcreased 1‘1&1r mdustual fixed assets:from $638.3 nullu::m or 42.5% to
$2,252.2 million or 52.2%. In the transport sector, the value of fixed asse.ts_
heid by Bu'n]pL_tara mcreased from $12/4 million or 18% in 1971 to $54. 9
mﬂimn or 31.2% in. 1975, while that of other ‘vialaysmﬂs mcreased "frum'-_
$50.8: million or 74% to $119.5 million or 67.8%. The effective implementa-
fion of the licensing policy In respect. of the transport .sector had greatly
assmted Bunuputera paruf:: pat:nn n thls cnmpeutwe actmt ;’
f‘f_jdi- I respect of urban land a survey of 135 towns in 19""?. 2 showed that
nver the years, Bum*nutera suld 1,335.2 hectares against_ a purchase of
1,101.9 hectares, implying a net loss ©f 233.3 hectares. The Indians sold
6‘*1 | hectares and purchased 514.2 hectares, incurring a net loss of 136.9°
hectares. Othérs also experienced a ret loss of 227.8 hectares. The Chinese
axpenenced a net gain of 398 hectares. The net:loss for Bumiputera was
::!glllﬁCEHt since: their holdings in the towns surveyed were already smail,
Elﬂdﬂnﬂrﬁ important su-::‘} urban lands were highly valued especially - fer.
commercial and industrial pPULPOSES.

‘L‘reaﬁng a Commercial and industrial Community a'nung Bumiputera

1655 The ircreasing importance of the rapm]v eXpanding modern. com-
mercial and industrial sector afforded a bigger opporturity to increase the -
number as well as the’ ua_ht:.* of Bun;;putera entrepreneurs. Programmes

=¥

7 Includes Chmcsﬁ, Indian and QOthers. . ‘
2 A survey of Rfteen towns by Urban Etvempme'u A:..!hc«nt}* and Unwemn Eam.f Mﬂfa}'.im J'???

93



=

y & TEIMIIO Aq —vu:_...n. 32 pALndad ...: ajaiagi u:n a0 u____. 15 u—.___e___ (4 [TTVER AV .nu.._.__.____ LR LRI ITRTI (R H S _.u"_.._. (aange pun % <18 .u..u

Ll E_au.: snouary
LGN O $13)00 By eak wyep AL AL g

“PEGY B sinjas u___.__..._.n_.i 1D H..u_:..,. ML pe

m.EE...E..__u ._u_..._...q...:_ 5

L Py Anaofew ud paseg E:E._ﬂu..._.nm..."_u ;:.E..:__ s._._._ L. 5101305 MEIGHINI U puy By, ._u.... u:._u W3 danany ﬂ:uE..,:_.._r:.. § ...___.E._.._,.w Jo __:..__::Enuﬂ_ u.___, =._____,.._ __.u_:::___n 2ieTeINp 34 T

— g —

e . Ep WL 6i6¢
e 273 g0 r're 981
- e 9y §1Z 559
0l E8e )4 (LT g i
v T v - ¢'§ 7. b
0°9¢ €€ §'¢ e er
L0 6¢ £y 8y 44
e o't 20 768 b
Cpb $e £ L6l 9t
0es EEF o i 13 I'e
Py £82 £'0 A4 &€ .

waufiio.  sEaQ weipay osay)  dojogy

SL61 :

£
6
E_
T8
b Us

§5

6§

9Ls

2’69
s

201840 f

§r

ORI

Fe
ikl
b0
20
&0

w0

98,
1
b8

u_.._.ﬂ_..a.._..__,_.u b

09
Ll

&zt

4
£ -

‘2

5
0l
PO

b0

HO

¥ oy

gzs

CLE

9

299,
69
cgs
43

6°b2

ETE

aganpyy

Cpi

o8l

(gl
€
L1
¢l
ve
a't -
70’
0l

Awpopy

;mmh.

STPE ATHv],

E._Euur 123_5 t EE:.. adejuadiad)

mhm_ QZ{ 0L6] "SYOLOIS dﬂ_uszEOU
QZﬁ qihmferQZH NI siNOILVAIDILUVd ANV dIHSUYINMO'

mom L i |

LR B

w

&
Ma

[ ]

ey ..
woosng
ot KR |

| ..H_..,,.._...ﬁmn _“,uf..: ,.::__:,zcﬁ

ey
uim@.ﬁ_:_}.. .

U gz Adasowny ) speif

L ) E....__u:._”._....:nU
o funinpaenuey
T gpduningy

L
P

i 1ea Hay

(s1985€ paxy) Ausapuf

VISAVIVIN AVINSNINGd



towards these.ends were formulated and in some cases. upgraded -so .that a
dynamic and successful. Bumiputera canmer-:lal acd .industrial commpnity,
'ﬂwnlng and’ manzging dt least 30% of the commercial and' industrial

actiyities. sweould ba ome. a itv Thﬂﬁu rooramine cle irainine
cre ]t ~a:.~.5iﬂtanc1_ SDry anzH Extanﬂmnp' 1Ces, Fﬂﬂﬂllcaa A58 sfanca’.

E.di%]]ﬂl“tl'a[]‘fﬁ SuppOTt and direct government participation. in ‘the private
sector

[66. Two tvpes of training programmes, namelv, training- with the imme-

diate objective of augmenting 'the number of .skilled. and ﬂ*aﬁ.sslmnaij
Bumiputera m order to .Iamlltala emplovment TEE!TULtUT;ﬂg, and trasning
with the objective of creating and develooirnig 'a-commercial and’industrial
.community among them 'were carried out.- Under the. first type of pro-
grarnme, hamrw was provided by the universities and. the- ITM fOr the
d-:velc-pmem of, Bum;putf;ra professionals. including executives in business..
The combined enrclmen! of the.universities and ITM, iacreased .from 7.392
in 1971 to 25,444 in 1980. Their cutput during the.period was 34,727, Also
included were programmes provided'.byv TKM and  Dusun Tua Youlh
Trainine Centre EilIT'.Ed al increasing Ine. number of skilled and 5&1]’11 -sxilled
Bumiputera workers in yarious grades and professions.. I'hese institutions

rovided: traming @4,20'7 Bum:putera in-1980 compared .with 1. .:9 m 19;1
1 heir total {}utput during the. pericd was 11 3.:-0

"167. .. The second type of programme, provided by Majits Amanah Rakyat

(M ﬁkﬁﬂu the National Productivity Centre and the ~AdVISOory . Services.
Division .of PERNAS Edar was “aimed at developing' the EﬂtTEPLEHEULﬂﬂJ

p{}tennals of Bum:putpra Courses ranged {rom slementary book-keeping

2nd.'inventory management .to cost LGD[TD] and basic management: and
marketing. These mshitutions trained 22,173 Bumipuiera m 1980"as a'ﬂﬂlﬂSf

2,239 in 1973.23

168 Credit assistance was giveri through - institutions such as MARA,,
Malaysian Industrial Develop rierit Fihancs Berhad (MIDF), Urban Deve-
iﬂpm':ﬂt %hthﬂnt}' (UDA), Bank Permbangunan Malaysia: Berhacf (BPMB)
and commerci'al banks admm]st&red ‘within the framu.,wnrk of the."Credit
Guarantea Corporation (CGQ). In-addititn, financial assistance was also
wwan for the fmam:mgpi fixed assets and eampment renm'atmn of premm“s'
,as veéllas for wOorKing capital.,

'169" As shown in' Table 3-16, during the first half of the NEP period,
Bumipntera increased their share of loans and advances. significantly from
banks and finance companies .from $149.3 million or-53% :in 1971 to 34,780
‘mijlion or 20.6% in 1980. Loans and advances‘to other Mzlaysians increased
fr:::-m $2, 33] milion to $I8,440 million but their share of the total. declined’
“from-952% to 79.49% during the same pernicd.

2 Excluding PERNAS Ecar which started to provide entreprenesurial iraining. only is 1977,

-

o8



TABLE, 3-16

PENINSULAR MALAYSIA: -CREDIT ASSISTANCE, 1971 AND ‘1980

($ million)
1971 1980
Institution Malay " Other Malay Other
: ' Malaysians ' Malaysians
{:ﬁmme l;ciﬁ.\'bapi-'.:s and finance companies. . HI_:;'LB 2,851.4 4,780.0 18,4400
(Credit Guarantee Corporation). . i —- —_ "(150.0) (200.0)
MARA .. 0 s . . 15.0 — 5 50.3 -
UDA . i A oi o i ()1414 i 7.4 =
MIDF s e e s s 13,0 “56.9. 39.7 100.0
BPMB. .. : al i 2 - 2:323 —_— 126.3 -
Petty traders. pmgrammtiﬁ T . 0.727 — 17.3 —

2 E}ata refers. Lo 1972 “hqn UD..A was formed.

2! Darta rerm 10°1974 when EanL Pembarigunan Melaysiz Bhe, was formed.
'-‘lf- Dara. ::e[tr; tg 1976 when the programme was staned.

17 [ncludes provision of business premises and sites.

170. . Technical . and advisory services, including. consultancies, “were
prﬂwdcd by MARA under: 1ts Entrepreneurlal Deve]npmsnt ngramme
Malaysian Industrial Development Finance Industrial = Consnltants
(MIDFIC).and BPMB. During the period under review, MARA served about
7,500 chants under this programme while MIDFIC provided consultancy
services for 54 Bumiputera businesses out of a tota] of 81. consultancy- jobs
undertaken. BPMB began to provide advisory and cnnsultancv services to
entrepreneurs in 1974 “and, up to the end of 1980, it had provided these

services to 4,075 clients.

171. Administrative support embraced all measures to _promote the
develnpment of Bumiputera entrépreneurs within the existing competitive
environment and also to increase their, participation in the..ownership dnd
control of the modern economic sectors. The measures included quat&s and
price-allowances in supplies and works contracts, issue _of licences in local
authunty areas, allocation of shares when new companies were formed or
when .existing companies came forward to restructure their ownership and
Bank ‘Negara Malaysia’guidelines ‘on lending to Bumiputera. In addition,
other .administrative procedures were used to increase the awareness of the
private sector with regard to national policies and objectives. :

172.  Under the mmpact of administrative.support, the number of Bumi-
putera businesses in Peninsular Malaysia increased from 21,763 or 14.2%
of the total in 1970 to 78,961 or 24.9% of the total in 1980. Participation
by Bumlputﬂraucnntractﬂrs also increased. The number of Bumiputera
contractors. registered with the Public :Works Department in Peninsular
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CHAPTER 1V

TheiDEVelopment of Human
Resources

I. INTRODUCTION

188. The development of human resources is recognised as a.critical input
in the economic and-social development of the: country. The rapid growth
of population in. the fifties and sixties resulted in- substantial additions to
‘the; labour force during the first decade of' the Qutline Perspective Plan
(OPP), '1971-90. This called for'a rapid generation of employment .opportu-
nities .in. order to reduce unempkﬂyment as well as an acceleration, in the
supply of trained and skilled manpower at all levels. The sudcess “of the
development programmes$ undertaken by both'the.public and the private
sectors had led to a decline. in the unemployment. rate from 7.8% «in 1970
to about.5.3%: by 1980.

IL. GROWTH OF POPULATION AND LABOUR FORCE
Pupﬁlﬂﬁﬂn

189, The period 1971-30 witnessed an ‘increase in’ populaﬂnn from 10.8
mﬂhﬂn in 1970 to an estimated '14.3 million in 1980 with an average annual
tate of growth of 2.8%. The ﬁrs: half of the decade recorded a growth rate
of 2. 9% compared-‘with 2.8% recorded for the.second half.

190. . As shown in Table 4-1, the population.of Peninsular Malaysia. in-
fcre:ased at an average annual rate of 2:6% during 1971-80, a rate lower than
-I:haft of 3% in the sixties. This was brought about by declmmn fertility which
restilted from rapid socio-economic development,, .11'npmved levels -of
éducation, particularly among females and wider acceptance of family-health
practices. Sabah and Sarawak, however, experienced highet rates. nf gTGWth
of 5.3% and 3% per annum, respectively. Sabah'’s hrgﬁ rate of growth was
dué malnly to large inflow of Filipino refugees and some 1mm1ﬂrant~w0rl{ers
after 1970. In terms of geographical distribution, 83.1 % resided in- Peninsular
Malaysia, 7.7%. in Sabah and 9.2% in Sarawak if1 1980.

71
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191. Mortality continued to decline in Peninsular Malaysia during the
decade: The crude death rate fell from 7.3 per 1,000 population in 1970 to
about six in 1980. The life expectancy at birth for males increased from 63.5
years in 1970 to an estimated. 68 years in 1980, while for females the hfe
expectancy increased from 68.2 'years in 1970 to aboul-72 years in 1980.
The 'increase in'life expectancy was mainly due to the expansion and im-
provement of health and sanitary services and water supplies., Although
recent data on life expectancy at birth for Sabah .and Sarawak are not
available, on the basis of past trends it is estimated that the life expectancy
improved more rapidly than 'in Peninsular-Malaysia largely as a result of
declines in childhood mortality.

192, Fertility too continued to decline during the peridod under review. In
Peninsular Malaysia,’ the total fertility rate declined from 4.8 in 1970 to
3.6. by 1980. The decline was more .among the Chinese and ‘Indians than
among the Malays. The crude birth rate in Peninsular Malaysia declined
from 33.9 per 1,000 population in 1970 to am estimated 28.9 in 1980. As
a result of ‘fertility decline during the decade, some shifts ir the age structure
occurred as shown in Table 4-1. The population within.the age. group:0-14
years ‘declined from 44.5% :in 1970 to 39.5% in.1980; while the proportion
of the.working-age group 15-64 years increased. from 32.2% to 56:8% over
the ‘period. '

193. The rapid increase in the working-age population brought about a
decline. in' the age dependency ratio, from 91.4% in 1970 to -an estimated
76% in 1980..Thus, in 1980 the age dependency ratio was still quite high,
implying a substantial demand for such social services as education, health
and housing. | |

194, In Peninsular Malaysia, the school-age population 6-18 years had
been growing at an average annual rate of 1.6 %, per annum during 1971-80,
At the primary level, the school-age population 6-11 years grew at.only
0.8 % per annum. However, at the secondary level, the school-age population
12-18 years grew fastér at |.6%, 2.5% and 3.4% «per annum for the lower,
upper and post secondary levels, respectively. These.higher growth rates were
partly the effect of high fertility levels experienced in the late 1950s and
early 1960s. However, the growth in school enrolment was faster than that,
of :school-age population, reflecting an increase in enrolment, ratios, parti-
culdrly at the lower and upper seconddry levéls. At the primary level,. the
ratio increased from 86.8% in 1970 to about 96% in 1980, indicating near-
universal enrolment.

195. The ethnic composition of ‘the population in Peninsular Malaysia is
shown in Table 4-2, The proportion of ‘the Malays increased slightly. from
52.7% 1n- 1970 to’53.9% 1in 1980, while that of the othér ethnic communities
experienced a slight fall. Generally, however, all ethnic-communities tended
to maintain their relative proportions of the total population.
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TARLE 4-2

PENH‘JSULAR MALAYSIA ETHNIG CQMPOSITION OF THE

"]

. (1do.0)

POPULATION 1970-80
J070 1975 - Q980 Average annual growth rate (%) . -
{?ﬂﬂ} {aam - (*000) - 1971-75 '1976-80 - 1971-80
Malay .. 4,822 . 5,531 6,384 < 28 L 28 - e {
I § - B r(S27) ¢ . (53.0) (53:9) . - G !
~ Chiriese .- 3274 7 " 3714 - 4,136 © 26 -5 SR 2.4
(%) (35.8) - (35.6) @349 o A
ladian 978 1,106 1,239 25 3 SETRICIE I &,
(%) (10.7) (fﬂﬁ}- Ry~ = ¥ e L
Others = .. 73 - 90 26 1.6 . 21
{%} F (0.8) [Eﬁ’} 0.7y - ' .
9147 ' 10,434 11,849 " .27 . 26 28 -,
(100.0) - (100.0) L

196, As showsn. in, Table 4-3, the number of households in Peninsular
‘Malaysia, chpandad by 3.2% per dnoum durmg 1971-80 with the ayerage
household size. decreasing from 5.5 persons in 1970 to, 5.2 persons in.1980,
Malay households grew at a rate of 3. 7% per annum, cnmpar&d with 2.7 %
for the Indians, 2:5% Chinese and 0.6 % Others. The’ average size of the
‘Malay, Chinese and Indian  households all declined over. the period,
becnmmg 4:8,5.9 and’5.5 in 1980, respectively.

Labour force

197. - As shown in Table 4-4, the labour force is estihated to have increased
from 3,7 Imlhnn in 1970 to about 5:4 million in 1980, growing at an average:
rate ‘of '3.99% per.annum. Thus, there ‘were about 1.7 mﬂh-::m new entrants
into the lab::rm' force during, the period, of which 83.3% were in Peninsular
Malaysm 8.5% in Sabah.and 8:2% in Sarawak. The gmwrh of labour force,
in Sabah at 5. l % per annum during the period 1971-80 was hlgher than the
growth rate estlmated either for Peninsular Malaysia or Sarawak. This-was
due -to -the large-scale infiow -of Filipino refugees and: some. immigrant
workers into Sabah after. 1'970.

198, In- 1980, 3? c-:f the labour force .is est;matsd to comprise those -
An the 25-39 age grmup, _cnmpared ‘with 36.3% m 1970. The younger age
group 15-24 years also ‘exhibited a similar rising trend where the proportion
increased, from 32.5% to 34.2% ‘during the period. However, the proportion
of the labour force in the age group 50-59 years declined.from 10: 99 1n 1970
to 9.6% in 1980. SlIIll]El'l}’, the: pmpﬂrtmn of those in the age group 60:64
years fe.ll from 3.4% to 2.6% during the: period. In absolute te.rms hnwevar.
the trends.for these. older age groups had been on the increase. Another im-
Fortant feature is the I‘Epld increase in the participation of females in the.
bour force, partmu]ar]y in the nmn-agncultural sectors,
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{l. POPULATION mﬁ'rmﬁurujna AND URB ANIZATION,

199, A notable feature -:::-t Penm-_-.ular Ma'ayua s population in the decade
of the seventies was that a greater propuruun had become  urbanised. Con-
Lmumg urbanization meant that in 1980, abmut. 35 % of the population lived
in urban areas, compared with only 28.8 % in 1970. In absolute terms, urban-

. population’ increased from 2.6 mﬂllun in 1970to about 4:1:miillion in 1980
| wuh ﬂmwth rates averaging 4 6 o PEr annum as ShDWl’i i Table 4-3.

200. Tiis rather rapid rate of urbanization durlnﬂr the: decade was primarily .

‘attributable to 'the -growth of construction, manumuunnﬂ ‘utilities. and -

services .sectors which offered an increasing number of ]ﬂb ﬂppmrtunmes
Regmnal development -and the estﬂbhshuu:nt ol new' growth centres -also’
resulted in smaller towns growing more. rapidly. The 13*pes ‘of skills needed
in these areas were less Sﬂphlst]EHLEd thus EHEDUTHUIHD mmraucn from rurai
areas. | . .

"i

201. The ‘ethnic cnmpnsltmn of the ‘urban pﬂpuiaimn ...hanﬂed ‘with in-:
creased involvement of Malays in the industrial and CGIHIHEI‘CIEI sectors of
the &cnnnmy in line ‘with the' New Economic Policy (NEP). While in 1970, -

| - only 14.8% of Malays in Peninsular Malaysia were in urban areas. by 1980

the proportion-rose to 21.3%. The rate of growth of the urban pﬂpulatmn
was highest fDI‘ the Malays but -the Chinese still accounted for more than.

-half or 53.8% of ‘the total urban nupulatlun m 1980, followed by Malays

32.8% and Indlans 12.3%.

IV. THE EMPLOYMENT SITUATION, 1970 -

202. At the beginning of the decade thére was a labour surplus ECGHGI‘[‘!}"

- ‘largely a result of a ramdly growing labour force and relatively low rates-

- of employment gmwth in the sixties. In 1970. out of a total labour force of

3.7 million. sopie 3.4 million were emploved giving an unemployment rate
of 7.8%. In absolute terms, about 286 000. persons: ‘within the wnrkmc-ane
gmulj [5-64 vears we;re unempluved . Seage ™ 4

203. By stratum, unemplﬂvment rates were higher in urban areas where

. ]ab-::-ur markets were more formalised than in tne rural arsas. !In rural areas.

though open ‘uneniployment rates were low, underemployment was a serious,
probiem. Overall, the female ‘unemployment rate in 1970 was about one.
and a half times the male unemployment rate. Unemployment was heavily

- concentrated among young people most of whom-were first time job- seekers

In 1970, about 50?{?; of the unemployed were below the age of 19 and
another 27% 1in the age group 20-24 years. Unempioyiment rates of around
17% and 10% were experienf:ed by those in the ace groups-13-19 years and
20-24 years, resp.,c:twely Thess rates were much Jlower for those above 25
}:ears ranging on the average around 235 to 4"{. '
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204.x “Anothet striking feature of the unemployed was the ltu,-:*h incidence.
af unamplaymamt among secandary school leavers. While . Lﬂ*"ﬂlplﬂ}meﬂt'
rates of 5% and $% weré recorded fur those with no formal educatmn and
those whn had completed, primary education -respectively; lower and upper
secondary school leavers.experienced an unemplnyment rate of around 20%..”
This was largely attributable to the large inflow of: secondary school leavers,
into the labour market in, the late sixties 7as a result.of the abolition of the
standard six examination &nd the introduction of: dutomatic . promotion to’
secnudary education in 1964.

205. In 1970, agnculture cﬂntmued to be. the mainstay of the economy,
ﬂmplaymg more than half of the total workforce, while the rnanufacturmg
sector only accounted for 11. 4% of. total - ampln}rment The services sector
mmpnsmg government services, finance, wholesale and retail trade, and
other :services: emplayed 27.3% of the workforce. Mining and construction
accnunted for 2.0% anc:l 4% of tutal employment :in 19?0 ras;;actlvely

206. Wlthm the. agricultural sector, of the.1.7 mllhnn emﬂluved in 1970,
about 40% - were. in, padi. cultivation; ‘mixed farming, the cultivation of
.mr-:cellanenus !:mps ‘market’ ga.rdenmg and ‘horticulture, while another 4%
were . empln}fed in fishing. The cultivation of crops requu'mg substantial
processing which included ‘Tubber,  oil palm, coconut, tea and coffee,
employed 47 % of the workforcs in agmcultare. with the majority of them,
about 90% in the rubber industry. Despite the significant decline in ruhbe-r-
estate emplﬂ}fment in theé.sixties, rubber estates ‘and smallholdings’ still
accounted: for more than 40% .of the employment in agriciilture and about
22°% .of tata] Empla}rmant i the country. Since the majority of ‘the ojl palm
schémes . were. -only started ‘in "the. early’ part .of -the First ‘Malaysia, Plan
(1966-70) under tha diversification programme, employment in.oil palm was
'm51gn1ﬁcant a::muntmg for only 2% of agricultural employment in 1970.

1’ EMP:.;GYMEHT GRDWTH

207. Rapid economic grc:wth during .the decade erabled the country to.
achieve an. unprecedenlcd rate of growth 1n emplnyment of 4:1% per anfium
resulting in:a net increase of about 1,697,600 jobs. Consequently, the
.-unemplﬂ}’meni rate as'a percentage of the labour force was, reduced from
7.8% in, 1970 t6 -5:3% in 1980.-Labour force growth also continued: to
accelerate in the seventies increasing at a Taté of 3. 9% per annum; adding
some 1,698,100 new entrants into the labour.market. The.effect of such rate
of labour force. gmwth matched against the equally unprecedented rate of
employment .expansion, was to-maintain the absolute numbers uhemployed
at about 286,500 over ‘the decade. Table-4-6 gives emplﬂyment by sector and
the shares of the variois sectors-in. tc:-tal empluymt:nt
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208. In ‘line with the structural .changes: in ‘the economy, during the
seventies, there were significant. changes in sectoral emplc:r}ment .growth.
The pattern -of employment growth, mdmated a shift in' the demand’for
labour away ‘from ‘agriculture fo thE more . productive. secondary and
tertiary ‘sectors of the economy. Durmg the, decade, manufacturing recorded
the hlghest rate -of employment’ growth of 7.6% per annum- whﬂe employ-
ment in construction and .utilities also grew rapidly -at 6:8% and 6.5% per
annum, res;}ectwely The services sector, also "performed well ‘with emp]uy—.
ment growing.at rates higher than the average for the economy as a whole.
Employment - in" government services, -finance, “and wholesale and retail
trade grew at. average ‘annual xates of ‘6%, 5. 2% and 5 7,..;, respect:vﬂiy-
Agriculfural ‘employment increased at only 1.9% per annim. The low rate
of gmwth of agncultural employment wds related ‘to a shift in'the. structure
of economic growth away from. agriculture. and to a certalr extent, the
modernization of ‘the .sector.

209. The agricultural sector accounted for only 21%.of the new jobs:
generated during 1971-80, providing'on the average 35,200 jobs per year.
Correspondingly, the share of agncuitura] empicryment in total employrment
declined substantially from 50:5% in 1970 to 40.6'% in 1980. Manufacturing
generated the Jargest number -of ;ﬂbs with a net. employment increase. Gf
416,600, accnuntmg for-about 25% "of total new emplc}yment This increased
its share in fotal emplm}ment from 11.4% in 1970 to 15.8% in“1980. Ths
share of cﬂnstructmn employmént also increased: substantlall}* from 4% to-
5%2% - provldmg about 126,100 new. jobs: Within the . services sector, ‘the
biggest increase was in the public sector providing tc:rtal of :313.500 jobs,
thus increasing its share in: total employment from-11.7% to.13. 9‘5',.

210., Trtﬂds m &mpln}rment growth during the decade mdlcated that even
wuhm ear:h of ‘the sectors- substantial changes took place’ in .the. ‘com-
position of empluyment In agncultur& the bulk of the new Emplayrnent
came from land development, increases in’ hvesfuck prnductiﬂn -and forestry.
The rapld ‘expansion of employment 1n higher incomie ‘agricultural activities
and in;the more productive. secondary and tertiary sectors, of the economy
resulted in -the 'movement’of labour away from low. productive - agncu]turaI
E.Efl“-"'ltIEE Towards. the E:nd of the seventies, l6cational‘labour shortages in
certain agncultural activities began toemerge, particularly in new dcvclnp-
ment areas in Pahang, Johor, Trencrganu and Kelantan The number. of
people involved in activities such as padi cultivation, mlxed farming and
fishing declined substantially,, In Peninsular Malaysia, the- proportion
Empinyed in such activities declined from  44.% .of total agricultural employ-
ment in 1970 to 36 % in 1978.
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211 ‘Employment in rubber estates de‘clined-,l-;-by" about 49,000 during
1971:78, or about 22% of the 1970 workforce. Besides the conversion of
rubber to oil palm, the decline was also attributable to the technological
changes within the rubber industry and the phasing down of labour use in
acfivities' related to replanting. This decline was, hewever, largely. offset by
the increase in employment in.rubber smallholdings so that total employ-
ment in rubber remained more or less constant. Employment in oil palm
increased -fourfold during: the period,” providing 72% ' of the new. jobs
generated.in the sector, thus increasing its.share in agricultural employment:
to: about 9.5%. by .1978. S :

212.  In manufacturing, the growth in employment was lérgﬂly dueito.the
_strong output growth experienced by the séctor, with valuejadded mcreasing
Bv 12.5% per annum, and the large-scale expansion of* labour-intensive and
largely export-oriented industries in the seventies: The Monthly Surveys of
Manufacturing for Peninsular Malaysia indicated that duriig 1973-73,
employment ‘' in labour-intensive “industries such as' electrical machinery,.

F -

including electronics, and' textiles 'and clothing, increased. at’ averagesrates
of 22% and. 13%, respectivély. There .was also substantial emplovment
generation in_wood-based industries with employment. in the manufacture
of wood furniture ‘increasing at.-about 8% per annum. Rubber products
industries, howeve?r, recorded an employment growth:of only 6% per annum
during 1973-78. The surveys also indicated that, on:the average, employment
in food-manufacturing, non-electrical machinery and transport equipment

indt1;atr_ie5 grew rather. slowly, .at around 5%, 4?5.‘-'. and-6.7% per annum,
Tespectively: ' - .

213.* Within the manufacturing sector ‘in: Peninsular -Malaysia, industries
which were given' pioneer status accounted for about 37% of .the new
employment, iri the sector during 1971-78. The number of. establishments:
given pioneer status increased from 210 in 1970 to 473 in 1978 and these
industries:generated on the . average about 14,200 new jobs dnnually, thus
increasing its: share in total fhanufacturing. empioyment from 10% in 1970
to 23% in 1978 | B - :

214l The rapid grevvthe in construction activity during the decade and the
strong demand for ousing resulted. in a significant growth in employment
in the sector. Total employment in the sector increased frem 136,700 in
1970 to 262.300"in 1980, .indicating an ‘average annual growth rate of 6.8%.
Within the sejvices sector,-the public sector recorded the- highest rate of
growth in employment of about 6% per annum.” A ‘total of 313,500 jobs
was geperated -over the ten-year period. Mueh of-this expansion in employ-
ment was to .mest the implementation needs of the development plans; the
expansion of education and healtly services .and“the expansion in personnel
“requirements. for defence and internal security. . oREET MR
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Vi. LABOUR. [TIILI_Z&TJGN
U‘neml;ln_n:rment'

215.: Unemplnyment as a percentage. of-the Jabour force declined from
7:89% in "1970 t0 9:3% in 1980. Both urbah and rural unemploymeént Tates
declined in l.me: with the overall decline. in unempmymf:nt The “1974-78
data from the Labour Force-Surveys, Peninsular Malaysia-indicated that in
the. urban .areas open unemployment dec]med from ?7% to 6.7% whzlﬂ
rural unemployment declined from 6.9 % to 6.1 %3 Byisex, male unemploy-
meént declined from 5:8% in 1974 to 5.4% i 1978.while fernale unemploy-
ment declined’ more suhstantially from’ 9;8 % 10.7.9%.

216. There was a significant 1111pmvement in the hard-cnre. unemployment
situation. During 1974- ?8 the proportion unemployed for more than a year
who were actively seekmg work fell from .32.9% of. total unemployment in
1974 to 18.8% in"1978. During the same period, the. prmpurtmn unemployed
for .six months to:one year also dropped fmm 21.1% to 17.7%. In 1974,

of those activély unemiployed about 27.2% we.rf: unemplny’ed for -less than
three months, compared .with 44.6 % in 1978."Thius in. line.with the improve-
ment in the employment; situation in the: sevennets' the  proportion
unemployed -for long durations’ dropped and -in 1978, about. half-of ‘these
out of work was -unemployed for orly three months.or less.

217. During the decade, unem ployment :among youth between'the ages
'15-19 declined mgmﬁcantly though ‘it still remdined h1g]:1. During 1974-78,
the unemplnymcut rate’ for youth déclined from 19.3% t0.16.3%. Ia terms
of rural-urban Stratum, - the unemployment rate for ynuth declined from
20.7% to 17% in ‘urban areas while: in rural areas the unemployment rate
declined from 18.7% *to 16%. The majority of ‘the unemployed vouth
were looking .for ‘théir -first.- job. In 1978, -about 58.3% -of the unernplﬂ}'ed,
youth had never worked bEfDTE: ‘while the balance of 41.7% had previdis:
work . experience. However, since 1974 .the proportion of first time job-
segkers had-dropped from. 68. 6% t0 58.3%.

2218. The rapid: upgrading .in:the educational profile of the new 'entrants
into the labour, market resultéd in -an- increasing . proportion of- upper.
semndar}f school leavers entering the labour market. Consequéntly, the un-
employment rate. for those with upper secondary education. increased from
10.8% in.1974to 11. 9% in 1978. For-those with lower- secondary education,
the unemplu}rment rate declined substantially from. 11.8% to 9% with the
drop being -more significant for females, from 19.4% .to 12.5% while for
males it -dropped from 9:4% to 7.9%. Df:.s ite this, unemployment rates
among .females with Jower' and upper se.cr:-ndar}' education remained
considerably higher than those among males.
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' Undertmpinymﬂl

219 Desplte rapid employment growth in the seventies: and .overall. reduc-
tion in‘unemployment rates, uudﬂramplnyment as- a percentage of ‘the labour
force increased from 1.5% in 1974 to 2.6% .in 1978. The data fmm the
Labour Force Suryeys which measured underemplnyment in terms of hours
of wurk (those working less than 25 hours per week and wanting.additional
Iwnrk) mdxcated tnat about 113 000 people, were underempiﬂyeci n 1973 ’
r'?EO Underemptnyment Was. la.rﬂely a ILII'n.j. pnennmenmn Dunﬂg 19‘?4 ‘IB
while the urban. ﬁﬂderemplnyment rate remained fairly steady; 1,795 in-1978
compared with' 1.8% in 1974, underemployment in rural aréas mcreased.
froma 1.9% to 3.1.%: In 1978; about 80 % of the underemployed. were in rufal
areas. High undﬂremp]ﬂyment in Turdl areas ‘was related to f&rm slze and,
substantial seasonality.in crop cultivation tesuitmg.m vast underempluyment
of farm labour dunng the slack season-and shortage of labour during haj:ves~
'hng

Prudm:tiﬁt:y: trends

??J Rﬂpld empluyment growth in the seventies was. accompamed by
substantial increases in labour prnducuﬂtv This resulted from a combination
of factors such asimprovemeént in. the’ educational, and skﬂl attammem of the
workforce, adoption of new, technnlnmﬂ .and modern, equlpment as well as
mmdernmatmn of the admmmtratwe services in the, puf:»hc and private sectors.
_Durmg 1971-80, .overall output ifi real terms grew- at 7.83%, per annum: with,
53% of this growth arising” from -new empluyment and. “'46:%: reﬁectmg
increases’ in pmducfiﬂty Cunsequentl’y as 'shown in Table 4-7, realvalie
added per ‘worker rose frem $3,624 in 1970, to $5,141.-1n_1980, reﬁectlng an
mcrcaae of 3. ﬁ“*’ per annum'in, labuur prnﬂuctwu}'

222. 'The increase in nutput p-er wr.:rrker was expenenced in most séctors
of the econcmy. During 1971 80, cutput- in-agriculture; grew at 4. 3% per
&Enﬂlm with 44% of the increase in cuiput’ ansmg*fmm new empluvment
-whﬂe 56% .of the growth reflected increases.in labour- productivity. In
ahsmute ferms, vajue added per -worker’ increased, from: $2;215 to $2,810:
An manufactunng, pmduct;wty grew more rapidly av 4.6% - per - ‘annum
cumpared with 2.4.% 'm agricuiture: Consequently, while in 1970 Dutput per
worker in manufacturing ‘was. about- 1.9 times that in. agriculture,. in 1980
it 1ncreased to about 2.4 times the productivity in agriculture. In: 1980,
Output per worker in agriculture was.about the same as in in' the “other services
sector: In construction, output ' pér worker increased at- 2. 7%, -per annum
during the ‘period.

R
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TABLE 4-7
MALAYSIA: VALUE ADDED PER WORKER ‘BY SECTOR, 1970-80 -
(§ in 1970 prices)

Average anuual grovwih rare (%)

Secior

1970 1975 1980 1971-75  1976<80.  1971-80
ﬂig'ricuf;urﬁ,'furcégn'_and o' BN . F 2y . '. . !
 fishing .. L0 2215 3,498 $2.810 2% 2y 2.4
Mining and quarrying . 8,781 . B,969 - 13,549- Lo . 86 44 -
M_anufaftalriqg,-:_ 4,269 © 4983 . 6692 ‘3.0 1 eT £.6
‘Construction.. .. . . 3475 3,482, . 4:513 0.1 5 27
Electricity, gasand water 8,642 © 10,994 + 11,960 “ 4.9 1.7 3.3
_Transport, storage and - e b " Ju .
communications - #5,048 6471 " B,778 3. §.3% 5.7
Wholesale and retail trade;- * - R % el ' _
hotels and restaurants |, 4.400 . 4,408 5.081 Q! 2.9 1.3
Finance, -insurance, real . - o ; " Lo A2
estate . anpd’'. business’’ - ¢ | _ B b i :
services' .., .. .. 32889 36,069 41,363 .9 28 X3
, Government scrvices .. 3,447 - 3,976 ‘4,783, 2.9 3.8 3.3
Other services .. 2,378 ' 2,702 3.018 2.6 2.2 2.4
ALL SECTORS .. 3,624 4,089 5141 2.4 4.7 - 36

'Wage trends

223. " The analysis of wage movements during the uecade” was rather
restricted in coverage:in view of limited data on wages and ‘earnings for ‘the
various: sectors: of the ‘economy. Within. the agricultural sector, data” on
average monthly earnings in. rubber estates were available from the Rubber
Monthly Statistics of Malaysia.for the -period 1973-79. A study on wage:
trends and differentials indicated that during 1973-79 real earnings in rubber
estates, grew.by only 1.8% per annum while those of tappers grew at even
a lower rate, around 1% per'annum during 1973-78. Relative to-rubber, the
1973-79 "data on earnings in oil palm estates indicatéd that overall real
earnings had grown faster, at' 4.6 % per annum.

224, . In manufacturing, the 'data'from. the ‘Monthly' Industrial Statistics,
‘Peninsular Malaysia. covering selected indistries, indicated that wages grew
fairly steadily with.a slightly higher tate.of growth-during 1976-79. However."
an-view: ofthe high rate of inflation in 1973/ 74, real ‘wages remained more
or less .constant. during. 1973-75, after .which they hegan to rise with.a
significant jump of 3.29% between '1978-79. Overall for the period "1973-79,
Teal wages rose ‘at an, average annual rate 'of 2.6%. The rates varied from
Industry to'industry with real wages growing by 4% to 5% pér-annum in
Plywood and particle board, textiles,’and,autmobile and lorry assembly; at
3% to 4%, for rubber remilling and electrical appliancés; and at'only 1.3%
for rubber, products manufacturing. Real earnings in textiles and electronics

grew .at’ 4.8%: and 3.4, respectively. However, in 1979 .average monthly.
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earnings in electronics was still 13% higher than in textiles. In general, most
of the larger industries and the high growth industries of the seventies
experienced higher rates of growth in earnings than the average for all
industries. This, however, was partly attributable to the lower level of
earnings at which they started relative to the older and more established
industries.

Vil. OCCUPATIONAL STRUCTURE OF EMPLOYMENT

Broad occupafional structure

225. The estimated growth of employment! by major occupational group:is
shown in Table 4-8. Durlnﬂ' the perted 1971-80, the shares of all occupational
groups increased eteaehi except the egneulturel ‘workers whose share
declined from 48.3% In 19?0 to.38.8% by 1980. In contrast, the share of
production werkere increased . from 25. ‘?‘}5 in" 1970 to 30. 8% . 1980.
This reflected. the. shift towards industrialization .and the success, of the
Gevernment s mduetr]e.l strategy durmg the deeade

226. Altheugh the share of agricultural weri.ere declined sharply, .an
absolute terms it still.increased. by about 337,400 during the decade, more
than half were in Peninsular Malaysia. This represented a urewth of 1. 2%
per annum, compared with-6.2% -for produection workers, 5. 9° for service
workers, -and between 5.2% and 5.8% for the. other eeeupatlenel groups.
The:! htﬂher growth' rates fer these categories of workers indicated a. trend
tewerde sreater demands for better educated labour-force. The number of
edmmmtretne and managerial workers. increased by only- 23, 700, while
production workers registered the highést increase of” 710; 600 or about
42% of the. total increase of 1.7 million- during the period. The increases

for |service, sales,. clerical, and. professional and technical workers were:
195: 30{} 193 000, 110,000 .and 120,600, reepeetwe]}f

E-:lt!flfrlpaﬁﬂnﬂl pattern of séctoral emPluyment

? The pattern of sectoral empl’eement by-major occupational group
is * shewn in Table 4-9. In‘the primary sector, -the bulk or 95% of
,[he; workforce in 1980 was made up of eeneu[tural workers. Within the
seeter the professional and technical, and administrative and managerial
werkers increased at rates-of 2.9% and 3. 1 % per annum respectively, com-
pared with 1.9% for the agricultural werkers indicating to a certain extent
the, effects of eﬂneultural modernization during the decade. ‘In the
eeeendew sector, production . workers accounted for- about 26 %..
the workforce in. 1980 while clerical  workers accounted for 6.2% and thﬁ
ether groups. between 0.3% and 2.7%. There was-a . small. but eteedy
mereeee in. the ehare of DFDdUCthﬂ workers .during the period, from %4. %
m 1970 to:85.5.%. in 1980. All categories of- werkere showed high rates of
growth, perheu!eriy the sales, professional end technical, and preduetmn
werkere ncreasing. at ?7‘3, 6.8% and 6.5% ‘per annum, respectively.
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These indicated a significant advance in the drive towards industralization,
particularly in the promotion of labour-intensive ‘iirdustries. In the tertiary
sector, the composition' of the workforce was' more "balanced. In- 1980,
sales. service and production wotkers accounted:for 27.6%;, 25% and
20.3%, respectively.. Compared with the other.:sectots, .this sector -showed
a. very high proportion of professional and technical workers, accounting
.fnr".l-.ci.:’S‘fa of the total workforce in’ the sector.. The clerical, administrative
and: managerial, and agricultural workers made up only,10.9%, 1.4% .and
0,55, respectively. ' e |

228. The data also showed. the distribution of the ‘occupational groups,
among the sectors. The bulk of professional and'technical, sales and"service’
workers in 1980 were "foundin- the  tertiary. sector, accounting for.86.3%:,,
95.9% and 93.6% of the workforce 1’ those groups; respectively:. .The. con-
centration of professional and technical workers in. this sector was largely.
explaiped by the primary and secondary school teachers and nurses. While

almost all of the agricultural workers were. found In the primary:sector,
those 'in the administrative and managerial group,, the- clerical group:and
the production group were concentrated in either the secondary or tertiary
sector. In° 1980, about 58% of administrative and managerial workers and.

about 74% of production WOrFKers:were in the-sécondary. sector, -but the
majority of clerical workers or about 66 % were in‘the tertiary sector./

229. | @ver: the. decade, the distribution of occupational groups among the
sectots had-beer changing resulting from structural changes in the economy
as-shown by ‘the- different rates .of. growth: of ' occupational employment
among- the: sectors. In the professional and technical group, the ayerage
annual growth rate of these workers differed among the sectors;: ranging
from. 2.9% for the primary-sector (o 5:9% for-the tertiary sector-and. 6.8 %
for the 'secondary” sector. Similarly, the “administrative and managerial
workers increased "at' a rate of 3.1%, 5.6% and 5.5% in» the primary,

secondary and tertiary sectors, raspectively.'Suc_'h_.-;wide differences’ in. the

‘orowith rates were also found. for the other occupational .groups, affecting
the overall 'sectoral employment pattern. Thus the proportion of, the total
.workforce in. the primary sector declined from 50:5% in.1970 to 40.6% in
'1980. However, the proportion of the secondary sector ‘workforce increased
fror 21.4% to 26.534% and that of the tertiary. sector workforce from 28.1%
10 32.9% - ' |

:i.fin:.l ' SUPPLY OF TRAINED MANPOWER

230! The decade, of the 19705 éxperienced a substantial- Expei-ﬂsiﬂn of
education and training institutions to 'meet. the “increasing . Manpower
requirements generated by the growth of the economy..The' rapid economic
orowth - during the period brought about .an wexpansion of- employment
opportunities both in the public and the private sectors. This-led to"a heavy
‘demand ‘especially for high and middle level manpower: in the scientific,
fechriical and managerial ‘fields. - oW -
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231. ' To overcome the shortage of h]ﬂh anid middle leu:-:i mM2NpPOWET, the:._
pennd 1971-80. w:tne:ssed a rapid expansion of t&'t;arv education. In 1970,
there *weze only two unjvérsities—the Universii Malaya {UM) and the
L“nruﬂrﬂn Sains Malaysia (USM)—with a total enrolment of 7,498 students.§
By 1975, the nufnber of universities had increased to five with.the establish-
ment of the Uriversiti' Kebangsaan” Malaysia (UKM)-and the upgrading of
the * Cc}llecre of Agriculture to Universiti Pertanian Malaysia (UPM) -and
that of the Instiriut Teknologi Kebangsaan to Universiti Teknologi Malaysia
(UTM). At the college level, the Institiut Teknologi MARA (ITM), the Kolej
Tunku: Abdul Rahman, {KTAR} and the Polizeknik Ungku Omar expanded
in terms of their facilities and courses. In addition to these ‘three ccrﬂeg&s
Lhe Politekn: k Kuantan was established in 1976. With the establishment and
mpmsmn of these universities and colleges,: total student enrolment in
degres and diploma courses increased threefold from 11.000 in 1970 to about
34,300 _bv 1980.

232. The bias towards degree programmes in the.past had resulted in
significant shnrtages of middle level Manpower, E:spemaliy in the smeutxﬁc and
te:chmca fields. However, as shown in Table 4-10, Drogress had been made
in increasing the-supply of sub-professional technical manpower vis-a-vis the
pmfessmnals During 1971-80, a total of 5,400 diploma holders-in various
technical subjects was pmduc&d compared with 2,150 degree holders. In
agriculture ,and related -sciences, a total .of 2,980 dipioma holders was
produced, ¢ompared with 080 degree holders over the period. The:acute
shortage of sub-professionals would remain for quite some time as some of
the diploma holders would pursue higher stidies either immediately after
gradLa.txnn or, in the majority of cases, after warkmg for a short while 'to
gain the necsssary expérience. The two-tier pmgrammas m UTM and UPM
helped  to incréase . the supply of sub-professionals in the scientific and
tﬂchmcal fields..

233. ’I’he degree pmgram mes in the universities were biased towards the arts,
and hurnanities resulting in shﬂrtaﬂas of scientific and technical manpower at)
the professional level. There had, hnwever been a shift in the course structure
in the universities as'shown in the Table: The prnpﬂrtlnn of students enrolled
in .arts declined from 63.5% 1n 1970 t0-47.8%"in-19%0, -while that in science
and technical: courses mn:reased from.36:5%. to 52. 2% In terms of-output,

the ratio of science' (science mc:ludn'-g techmca} courses) to total outpuit
improved from 35% during :1971-75:to 39% during the second half of the
decade, whlch was stil] below the desuecl target of 6@ 6. :

& In fact, Unnemu Kezbangsaan Ma-‘a}rsm {UKM] was established in 1970 with an initizl intake of
. 179 ﬁtud:nu oaoly.
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Sin]led and seml—sk.l.lled manpnwer

234 W:th the rapu:i economic’ development taking place during the last
decade, there wasa great need to ensure that shortages of skilled and semi-
skilled- manpower of various categories would not hinder industrial and
~ agricultural devﬁtiﬂpment Efforts were made: by the public sector to expand

training programmes in order to accelerate the production of skilled -and
semi-skilled . manpower required- by industry. The private sector was also
- encouraged to provide more opportunities for on-the-job training to. supple-
~ ‘'ment .and cumplement existing training prngrammes The vocational, tech-
--nical, industrial and agricultural training in the public:'sector was ‘carried
out 11'1311'11}" b}' the Ministry of Education, the Ministry of Labour and Man-
‘power, the Ministry of Agnc:ulture the Mmlstr}f Elf Culture, Yﬂuth and
Sports and, MARA. _ y Y & . .

23: Table 4-11 shows the enrolment and output of skilled and semi-skilled
| maupower from various public training institutions in the country, including
‘KTAR, Politeknik Ungku Omar and Politeknik' Kuantan. which® also
provided - courses at the technician ‘.level apart -from “their diploma
- programmes. The annual . output- showed ‘a steady upward trend, from
about 3,200 in 1970 to around 13,000 by 1980. A total of about 87,300
yﬂuth was . trained during .the period 1971-80; of - which . about 42,000 or
"48.2%. were from the vocational scheols. The other major cnntnbumrs were
the technical schools, the various /nstitiut, Kemahiran MARA and the Indus-
tnal Training Institutes .under thé Ministry -::rf Labour and Manpower, pro-
"ducing about 17,700, 7, 400.and 7,200, respectwely The 1ncreasing skill output
. from these trammﬂ institutions reflected not, c-nl}r the skill demands of
- “industry but also the priority given to. enhancing educatmnal and trammg
cpportumtles pﬁl‘tlﬂﬂlﬂﬂ}f for yﬂuth - -

'236. The t}-’pe of Skl]led and semi-skilled manpower pmduced by the public
‘sector training institutions is indicated in Table 4-12. More: than half ofthe
tﬂtal output during 1971-80. were trained in various éngineering trades, of
wtuch the bulk or about 30,000 were trained'in mechanical trades. The
Uther popular engineering course at the certificate level was electrical trades.
-"Wh.l-‘.'.:h produced about 13,300 skilled technicians, or sllghtly less. than half
‘of: the -output. fmm mechamcal trades. The training done in building trades,;
 commerce, home science and - agriculture was. also significant, with output
' ranging from about 6,800 for agriculture to about 14,800 for bmlﬁ“ﬁﬂ trades.
* The substantial increase in eutput for most of the skill. trades suggests a

. strong demand fr::r skilled techinicians and craftsmién which could ‘only
 result from rapidly expanding industries:
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IX. CONCLUSION ) , e i |
237. - Although fertility has been declining over the decade, its impact .on
the. labour force will be felt only in the late eighties and nineties. Despite a".
high rate of labour force growth. during: the decade resulting from the. post-
war baby boom, the rapid.expansion:of -the ecofiomy was able.to generate
sufficient job opportunities, significantly improving the employment sitvation.
The reduction of the unemployment rate, fuller utilization of labour and
Increasing -labour productivity reflect not only the success of the develop- -
“ment effort§ towards-achieving the New [Economi¢, Policy (NEP) objectives
but’ also the effective implementation  of the “training programmes’ both
JIn the public 'and private sectors. The occupationalstructure of employment.
indicates that as the economy grows and.modernises, there will be greater
demand for better educated and trained manpower.: s om o -
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. CHAPTER V

- '_R-egi.dhal --efiselfpm.ent:

I. INTRODUCTION

238. The objective of regional {_ie*.{e_ii:pr;naht under” the New' Economic

Policy (NEP) is-to narrow -the disparities, 1n-the standard- of living between.

regions! by. accelerating the rate of growth of. the less-developed. regions -

relative to those which are more developed. This is to-bé achieved through
the exploitation. of the full potential of the human. and physical resources
of . the less-developed regions and through equitable -distribution of basic.
services and amenities. In pursuing the above objective, regional develop-
ment will contribute to. the restructuring. objective of the NEP by increasing:
the: share of Bumiputera employment in modern- economic:activities and
creating 'a strong and .viablé Bumiputera commercial-.and’ industrial; com- -
munity through the dispersal of industries as well as the development of
existing urban areas and the establishment of new townships.

1i. REGIONAL ECONOMIC. GROWTH

Income distribution

“

239. Progress' achieved ir raising the 'levels of economic : activity "and
income of the popilation of :each. state is reflected in the changes in Gr0ss
Domestic. Product (GDP) and.per capita GDP of the states. Tables 5-1 and.
5-2 show the. GDP by industry of origin and the pei capita GDP of :the
states in real terms for: the ‘years 19712 and 1980, respectively, indicating
changes in the levels of regional economic activity and mcome during- the

‘I The term ‘region’ refers to a relafively contiguons land mass which is in a more ot less uniform
stage of development, has similar :resgurces and economic activities and is dominated by i single .
metropolitan area. A regicn. therefore, may encompass’ an entife state or a..eroup of states. In
-this chapter, the country is taken.as being composed of six regions: o -

Northern: Kedih, Petak,. Perlis .and. Pulau Pinang s
l‘._""'c_ntral: Federal 'I_'erﬁtiur}_r,'Melakal Negri Sembilan, and Sclang’i:lr__
Edstern - “Kelantan. Pahang and Trengganu '
Southern: Johor

Sabah : '

‘Sarawak . _

2 As data for the estimation of 1970 GDP by sectors.are .'r;m, available 'ir;'ih:.a‘ncw syfgslem: of ﬁ_atigmai-
" accounts for Sabahk and'Sarawak, 1971 is- used"as. the base year for ﬂ:rwiﬂg state GDP.: .

9 .
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périod 1971-80.- At the beginning of the decade, Selangor, which included
the. present Federal Territory, was the richest sfate with a per capita GDP
almost *double the national average and an_overall high rate of economic
activity. On the other hand, Kelantan, with its per capita’ GDP less than
half the national average, was the poorest  state. Kedah, Perlis and-
Trengganu were also low-income states at the beginning of 'the decade. The
population’ -of these states was mainly rural-based, -engaged in low-
productive, traditional agriciltural activities. Changes.in the GDP and per
capita- GDP over thé period are summarised in Tablé *5-3.

TABLE §5-3

MALAYSIA: SUMMARY OF GDP AND PER CAPITA GDP

‘GROWTH _BY STATE,. 1971-80

- ~Gross  Average + Per capito A ;.rzr;:lgz-
State . Domestici Product annual GDP. annual
- growth rate b ~ grawth'rate *
1971 1980 1972 - 80 - 1971 . 1980 - 1972 - 80
High-inconie AR ST e " RN N ., _ P |
Federal Territory .. : ot : - . . 4 ' :
g -rcit ..}-,f"‘ﬂ.ﬁ Cosas &7, 21529 3176, 44
M;ﬂ:ﬂﬁiﬂ:ﬁmc ) ; - .
- Jobor .. Tt 14780 T 2,941 RO 1,083.7 - 1,726 5.3
Melaka .. 3Ty, .. 08 74 877.0 1,469, 59"
‘Negri Sembilin © 583 . 1,080 72 1,144.5° 1,817 33
Pahang .. . B47 .o Lag .t 73 1,169:8 -~ 71,486 g v
Perak -. - ., . 1,927 2,967 . 49 . 1,667 1,583 - 3.5
Pulau Pinang ix 850 ... 2,286 116 1,035.2 ., 2,357 9.6
Sabah . .- - 905 ¢ 4 2,028 0 9.4 1,3029 1,847 4.0
Sarawak' - 920 07 1816 79 91537 1,382 47 .
Low-inchnmie ) _ )

Kedah/Pexlis :- T B8 . L4631 UGS L 7283" . L0010 L &7
Kelantan - . Los. 413 786 - . 74 5641 o B42 4.6
- Trengganu L 28 qs TS9O . T U237 648 L 1,386 88"
Malaysia: .. . .. - 13,016 . 26188 &7  107E2 . - )18 5.

240. _ Johor, Melaka, Negri Sembilan, .Pahang, Perak and Pulau Pinang
fell. within the category of middle-income states with relatively high per-
capita income: Thesé states possessed highlevels of activities in‘the primary
and secondary “sectors. Sabah, “supported. by its forestry -output, and
Sarawak, boosted by its foréstry. and petroleum  production, were also
middie-income. states. - ‘ R

241. - By.the end-of the decade, some progress was achieved in raising’ the
ncome levels of the poor states. Trengganu’s growth in GDP and per capita
GDP 'was remarkable -at'12.3%, and €.8%. per annum respectively, despite
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a populatmn growth rate of 3.29% per annum, substantially- higher than the
na’tmnal average of 2.8%. Trenﬂganu $. economic’ grmﬂh can be attributed
to the off-shore petroleum production wh1ch beﬂan late in the decade and
to, the: Iarge-scale land development programme.!in the: Trengganu Tengah
area. Kelantan's GDP grew at 7.49% per annum cumpared with the national
GDP gmwth rate of 8.1%, with- manufacturmg, utilities, government and-
other services representing the . fastest growinig sectors. With .2 2.7%.
pﬂpulatmn growth rate, Kelantan’s per capita GDP ‘increased at 4. 6 per
ainum compared Wwith 1he natmnal per. caprf-:z GDP growth rate of: 5. 1%

242. . Economic growth in Kedah;’ Perhs was attrlbutable to the acceler&ted
development of modern industrial activities fnl]amg the. establishment of
industrial “estates especially:’in the later part:-of- the decade. - The 'manu-
facturmg sector of Kedah grew at 12% pef annim during the permd 1971-

80 which ‘was comparable with the natmnal average of  12.5%. The.
.mrerall -accelerated economic growth cnupled with 4 rﬂ!atwely low pﬂpula-
tion: grﬂwfh of 1.8% per annum- resulted in‘a per capita GDP grnwth rate of ,
4.7% per anhum for the states. In. Perlis, thare was an improvement in
overall . agncultural productivity and income. due to' better - ifrigation
facilities in the Muda Agricultural Development’ Authority (MADA) area,
tmprcwed animal "husbandry practices and better marketing - facilities.
Industrial ventures also helped the staté to achieve overall ecunﬂmlc,, growth
-'dugmg the period.

243' Amr.mg the mlddle-!nce:rme states Pulau Pma.ng, Saba.h and Inhﬂr
reg:lstered hlgh rates of economic growth.. Dur:ng the decade, ‘the. manufac-
turmg and services sectors of .Pulau Pinang gréw at'18:9% and 10.3%  per
annmn respectively, higher than the national growth rate for these sectors,
r:cmtnbutmg to high growth rates. Of- GDP dnd per capita “GDP. 'Johor’s
gconomic growth ‘was the: result- of increased agncultural output inr the state
ma.m[y from land developrient and expansion -of industrial and commercial
actmtles In-Pahang; large-scale larid develupment in the Pahang Tenggara
and Jengka areas and- the subsequent establishment:-of resource-based
Imt:lifustnal activities were the major cnntnbutmrs to. the state's grcrwth in
GPD Perak, Negri -Sembilan and Melaka’ continued to- expand -their
ecqnomlc: base through increased output in the -agricultural and- industrial
Sectors. In' 1980; agriculture remained the largest contributor to Perak’s
"GEJP while. manufacturmg emarged as the second, larﬂest in place of. mmmg

-244 Petroleum production, which began' durmg the Iater bart of the dﬂcade
and the exploitation .of forest resources helped Sabah-dchieve :an annual
GDP: growth rate of 9.4%. In Sarawak. timber. and’ petmleum prﬂductlnn
costinued. fo be thé mainstay:of the economy whmh grew. at’ ?9% per
annum. .
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245. The Federal Territory had the hig hest per- -:apzra GDP fmlluwed by
Selangaor, both ‘experiencing; high- levels c:f economic activity in the manu-
facturmg and ‘services .sectors. In"1980, output from the manufacturing
sector ‘of the Federal Terrifory and S&langor together au:r:c-unted fc}r 46 % of
the: t{:}ral manufacturmg output.of the cc}untr}r .

Household idr:ume:'*"

246.  The Agnculture Census 1977, - wh:-r:.h ccwe.red ‘rural and urban
households 1 both  agricultural and non- agnc:u]tura] sectors, . shows
that - Kelantan- had the -lowest monthly gross income per household,
followed by Kedah, Perlis and Trengganu. In11976, about 75%. of the house-
holds in Keiantan and 70% in Kedan, Perlis and Tranﬂganu earned i1ncome
less than $300 per month cnmpared with the national average of 49%. The
“percentage of househoids in Sabah.earning income less thap’ $300 per month
corresponded  with .the national average, while that of Sarawak was higher
at 56%- Selangor and the Federal TE:ITILDI‘}' had 309% and. ]5 % of thf:.[r
households, respectively, within. ‘this income category. - -

Quality of life

247. Eﬂorts to, xmpmve the quallt:f of life of the pcnple in all regmns —
¢centred mainly on the provision of adequate social and infrastfuctural faci-
lities such .as health, education, transport and communications, utilities and
recreation. Table 5-4 contains some social indicators for the years 1970 and
1980-which reflect the progress made during the decade in achieving a more

equitable -distribution. of such social services between states.

248. The décrease in. infant mm—tal]w ‘rates between 1970 and 1930
indicates improvements. in general health. While the low- income states of
Kelantari and Trengganu reg:stere:d rates Substantially higher than the
national average, there was a marked decrease i the rates I::IT.11'1nﬂr the decade
for -these states 1In the less-developed states, there was a decreasn'm the
niumber 'Df persons per registered docter and dennst as well as in the number
of péople per acute hospital bed arnd rural/ midwﬁe EllI’llC reﬂectmn a bettﬂrl
dlsfnbutmn t:rf basu: health SEW]EES - SR

249 Overall 1mpmvements in educatmnal facllltles and the access to such
facilities during the.past decade are reflected in the teachar;’pupﬂ ratios and
the. transumn raf.es hetween varmus educatmn a] levels. - |
7 Household income refers. to the average gross mmm: eamed bv all income TﬁClpIE!‘]L& uf the-
' household per .month in 1976. It includes eamnings from paid employment, net income from

~agricultural holdings.and other businesses, net prt}pﬂny income and transfer rc:::-::pts. and - is income
before deducunns for transfer payments such as income tax and other direct taxes. '
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areas of Johor Tenggara, Kelaitan Selatan, Pahang Tenggara, Jengka. and ... -
Trenggani’ Tengah ‘involving the. settlement . of -about+74,000 -people. The-

developmént of tliese new townships‘centributed .to. the restructuring objec-- :
tive-of ‘the NEP through increased urbanization of: Bumiputera and the -

provision of opportunities: for the, development of a Buiniputera: commercial

and . industrial . community., . By 1980, - Bumiputera individuals: andtrst
agencies held ‘about 77% . of the total share capital of public enterprises.in.. -
agriculfure, forestry, mining:and-quarrying, construction, tourism and agro--.
based -industrial ventures in Pahang Ténggara, 98% -of that in Johor .
Tenggara, 99% <and .100% 'in. Trengganu Tengah and Kelantan -S€latan-.
respéctively. In addition, 20- Bumiputera private sector companies:engaged
mainly. in plantation, forestry and other ‘agro-based:industries were .esta-~ .-
blished in'these areas. . . . G .o
254. ‘In Sabah, urban services were concentrated in the four -main-towns

of Kota Kinabalp, Sandakan, Lahad. Déit_‘ﬁ.angi*- Tawau, all of: which .are
situated in the coastal areas, while the hinterland was served by small towns
with a limited range of services. ‘During the decade, 20 new townships were
identified "for priority attention, and- programmes -for the development. of
‘nine of these towns were initiatéd in 1980. At the-same time, an urban study.
for Kota Kinabalu was completed -aimed at the formlation of specific targets. - .
and guidelines. for it§ future economic and spatial expansion. In Sarawak, -
there’ was concentration of economic activities around-the main’ townsof
Kuching, Sibu and Miri, and efforts to-disperse erowth through 4. strong.
urbani network throughout the state included the identification of nine sub=
regibnal 'céntres for priority development. In addition, Bintulu was identified
as a regional growth centre-to sérve the potential dévelppment :area-of the

® =

Fouith: Division, and towards this end, an urban study was. completed to.
prepare (economic, social and physical plans for its orderly growth..

REEi_h'l"lfﬂ,l': studies " bR i e
255. 1 I order to epsure: systematic and integrated development of ‘areas, .

new ‘townships and.growth centres, a ‘riumber of masterplan studies were
uridegtajken during the decade, such as.the Pabang ‘Tenggara, Johor Teng-- .
gara‘jand Miri-Bintulu regional studies, ‘which.provided a comprehensive,
basis{ for regional development efforts as well ‘as. long-term’ plans -for*the
phﬂiﬁd‘!deve‘mpmﬂnt' of these. areas. Studies were also undertaken to- assist
in tHe’jdentification of opportunities for the re-development of areas such
as the Trengganu coast and Trans-Perak. Urban stndies were completed. for
Kelang Valley, Pulau Pinang and South Johor,.providing guidelines. for-
their orderly devélopment in the:face of rapid urbanization and industrial:
growth. | | TG g
Sectoral | linkages : C oy em w fw e , o DB,
256: During’ the. decade, .programmes: and projects- implemented ia ~the,
agricultural;/industrial and 1nfrastructural sectﬂi;sr,cpnttibuted-substs{_ntrg,lly”_;.
to the growth of regions through the accelerated development of their natural -

P b=

resources, improved spatial distribution.'of- industrial activities ‘and growth

ceritres. as. well as the development and improvement -of their infrastructural
and communication networks. o » st
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257.' ‘Natural resources development. During-the'.decade,: new land - déve-.
lopment pmgrammes provided.an important means .of promoting grawth in :
the I:ss*dewinpﬂd istates ‘through -greater utﬂlzatmn -of available land. ‘As
shown in Table 5-5, a total of 134,080 hectares were developed in ‘Kedah,
Kelaritan, Perlis and. Trengganu involving. the settlemént of abﬂut 16, DOﬂ-
hﬂus“hnlds ~mainly the.- u'lderemplﬂyed -and . landless, . .thereby - pmv]dmg
them with- more- pmductwe employment and relieving population préssure.
in-the agricultural areas” In.addition, about 5,700 households from these
states also benefitted from empluyrﬂﬂnt opportunities created in .the land:
development schemes'in Johor, Pahang and Negri’'Sembilan which accounted
for the bulk:of -the land deva]nped and had the capacity to absorb settlers
from - both, within and oustide the states. |

.uar.ux 5.5
MALAYSIA : 'LAND DEVELOPMENT BY .STATE,; 1971-80
(hectares) -
. F . - - . - = h. o Tar_ﬂf =
, Slare FELDA K -FELCRA RISDA Regional - Stare Privaie Jand
e LA g 0 L " authorities -ogenciesi2. sector developed
ﬂfgh*.-im:amq )
Selangor’3 .. -, 32 | — T = o0 =) 10,189 8,279 18,810
Middle-incone _ 2 =5 L _ o
_Joher. .. B1.,645 12,782 2,308 16,307 . 18,735 J1,038 . 142,815
Melaka® 2,087 ¢ . 41,620 i . — — .. — 3,373 1,081
% Negri . . i Tl - g 8 ET I
. ‘Sempbilan - "62,710 - 6,735 . 2807 s *5,567.. 12,878 . ° 90,697.
' Pahang. 164,869 -7 B143 10434 18255 .7'472,033 0 13:49] Zﬁiz_ﬁ-l
Pérak.. © 17,133 . 9,332 7,252 . — - 13,530 7,206 . 54,453 .
_.Pula.u Pmang' = ' s — — — - e, G &
Sabah . 1,428 —- — —— . 57815 — *59,243
: Egrnwgk . — — — — 76,654 . — .-"76,654
__ Lo &h;'ncam:! : _ .
Kedah - 6,679 4,377 1,324 — 10, 941' 184 g:‘:;?nﬁ__
. Kelantan. 10,6937 1,473 - 7,338 5,663 A1, ma 279. 36,494
rerhis - 3.187 _ m—_— L — i e R — - '3,187-
-Tr:ngga.nu 22,7320 6,247 — . 15,623 ° 4,1',_491-' T 43599 © 90,693
; TGTAI.- w33, ?ns.,"_ 50,710 31,463 55 3-4'3 293,005 61,327 . - 866 058

1T Includes land schemes und:m'l:nn by Siate Econemic. Development Corporations, State A"gncull:uril Deve]npm:nl Gur,pnrm 2
' tions;Sune Land Development Boards, Suaie Agricultural Departments and District Offices.. *

413 Inclodes the Federz) T:ﬂlmr:

258 In s::u develnpment of agricultural areas was’ also "given ‘emphasis.
The major programmes; undertaken during the period in the less-developed
states 1nc1uded the Integrated’ Agnculturai Development . (IAD) projects,
namely Muda Phase I project.in Kedah -Kemubu -project in Kélantan and
Besut -project in Trengganu. which,: taken together, helped TTaise the produc-
tivity of 160,000 hectares of.. agrlcultural land and' the income of 109,000
farm fan:uhes in these states.
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259. . The; developmient ‘of ‘forestry ‘and miineral resources: in: the less-deve-
loped states$ -providéd epportunities for the-diversification: of their €conomic
‘base. The! progressive shift.in the concentration of ‘forest-based . industries
from the‘west coast to the forest-rich east coast-states:of .Kelantan, Pahang
and Trengganu enhanced the role of the foiestry sector:in the iidustrial.deve-
lopment of. these -states. By 1980, 209 of. such industries were: located in:the-
east -coast states, compared with 53 in 1971. During the decade, efforts-were:
undertaken to exploit the known mineral deposits identified through pros-
pecting exercises carried out°in the edrlier years. Production of petroleum’
in Trengganu and:copper and pétroleum in Sabah which began during the
decade had a significant impdct on-the econiomies. of these states; In' 1980,
the' mining sector contributed 219 %. and 13.0% to.thé GDP of "Trengganu
and Sabah: respectively, ‘compared :with 4.5% for Tréngganu and 0.3% for

-

Sabah in 1971.

260. -Migration; During _the decade, substantial i.niélz-sitate .Jmovement of.
people was experienced, much of which could be attiibuted to thé response
to” job opportunities available -in the. manufacturing - and Services, 'sectors. -
The -planned relocation of excess labour. from the congested” and’ depressed :
agricultural areas to,other areas with underdeveloped resources also played
a role ire this movement. During the period 1971-80, Johor, Kedah, Kelantan,':
Meldka; Perak and Pulaii Pinang had- relatively high et outflow of migrants.
-Pa-haﬁgfe‘xperianceﬁ. a gh net inflow ‘of migrants which provided the fabour
‘force! needed for the land development -and settlement programmes ‘in. the
state’ Selangor and-the Federal Territory, which had; a high concentration of"
- modera--economic ‘activities, sespecially in the: Kelang : Valley, . absotbéd "a -
substantial number of migrants from other states through the availability: -
of employment opportunities in the secondary and,. tertiary- sectors.‘In- 1980,
emplovment in the-manufacturing, construction, ‘transport, government: and:.
other services sectors in.the Kelang. Valley alone grew by more than.100%
- .above its 1970 position,” generating about 463,000 -jobs during the decade.’.
Sabah jalso experienced a large net'inflow of migrants providing labour for -
lower.joccupational categories, particularly in- the, logging “and plantation
activities of the state. Low net migration was experienced’ by Perlis, Treng:-
ganuand Sarawak. ¢ e MR A e % Cadga T T el
- 261! iiindustrial dispersal. At the beginning of the 1971-80 period; industrial -
activity was concenfrated in the more' developed: -states of .Johor, Negri’
. Sembilan, Perak, Pulau Pinang and Selangor. . Together; these states contri-
huibdi_a??}s to ‘the total manufacturing output of the countiy in 1971, with-
the; Kielang Valley: alone.-accouriting for 51%. Out of the. nine industrial -
estates, only one was located in the less-developed stites. During the de¢ade:
«dispersal. of industries-to the less-developed. stateés: was encouraged through
- the provision of locational incentives, improvement of infrastructural faci-
lities land- establishment of industrial estates. By 1980;. these. states increased
- their share of industrial activities, accounting for 20 out of the:76" industrial-
‘estates established thiroughout the country during thé& decadei and -136 or

. 289% of the ready-built factories offered for sale by the Malaysian’ 'Iﬁdustrf"&!e_
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Estates Sendirian Berhad (MIEL). Of the 4,200 industrial projects approved
by the.:Malaysian* Industrial - Development Authority. (MIDA) during the.
decade, 338 or 8y were for implementation in the less-developed states -of
Kedah,. Kelantan, Perlis and Trengganu, accounting for-a propoesed capital ™
investment.of $1.2 billion and proposed employment of, 53,000 workers. The
share of manufacturing output in the economy of these states increased from-
4.39% :in 197 to-6.7% 4in 1980. Table 5-6 shows:the progress made in. the.
dispersal of industries-to the less-developed states during the period 1971-80. ",

262.. - Infrastructure ‘and communicarions. Emphasis was. placed. .on vinfra- -
.structural and-comrunications development, particularly .in the east coast
of Peninsiular Malaysia and.in Sabah and Sarawak - to help strengthen the
-physical linkages between regions. The-stréngthening.of such linkages, apart

from fostering closer integration between regions, .also’ paved the way for
greater . mobility of factors of production, such as machinery and equipment
and” skilled Iabour, essential' for accelerating agricultural, and -industrial
development in these regiéns. The major highway and road projects initiated',
-during :the decade ificlnded the East-West highway, the Kuantan-Segamat .
‘highway, the Kuala Krai-Gua Musang-Kuala Lipis-Bentong highway, and.
- the Jerangau:Jabor highway. The East-West highway - and the- Kuantan--

Segamat highway were nearing comipletion towards the end of ‘the decade.
‘When completed; the East-West highway would facilitate -the: development
of the northern and eastern hinterlands of Peninsular Malaysia and would"
lirik the eastern region with Pulau Pinang, while the Kuantan-Segamat high--

" way .would support development efforts’in the southern and eastern regions
of Eeninsular'Ma'laysig.-Tha.Kuala;'Kraﬁ-G.ua Musang-Kuala Lipis-Bentong
‘highway, which is’in the early stages of construction, ‘would, on completion;
‘provide ‘the impetus ‘to. resoufce and -industrial development in Ulu Kelantan
and North-West' Pahang. The Jerangau-Jabor -highway, which is the.spinal

road, for:Trengganu -Tengah, wa completed during the’ decade, providing
increased accessibility to areas oOf high development potential. ' .

. 963. * The completion -of the "Papar-Sindumin;, ‘Tamparuli-Ranatt and the
- Semporna-Lahad Datu roads in Sabah in the Fourth Malaysia Plan (FMP).
~period: would- link the easterni ‘and central areas with the relatively -moré
. developed west CGE._S'[.‘.IH.SHT-EWER, a n}lmbe,.r of roads under the. First Trunk
 Road System was upgraded, to. improve.linkages between the major towns.
. 264: ' The expansion and modernization of port dnd airport facilities also
made ‘a significant. contribution towards ‘greater flow- of inter --and. intra-
regional movement of activities during the decade. The establishment .of - the
port at Pasir Gudang.in Johor provided dn important outlet for the southern
tegion .of Peninsular. Malaysia” and also fostered- gredter coastal frade
.- between Peninsular Malaysia and Sabah and Sarawak. The Kuantan' Port,
- “when' fully operational, would complement the agricultural’and industrial
developmerit of thé.éastern region. ‘The.major airport ymprovement and
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extension: pmgrammes undertaken durmg the decade at Kota Bharu, Alur
Setar, Kuching ard Kota: Kinabalu, apart from -providing lmprnv&d alr
sérvices, also hélped to foster closer linkages ‘between tegions. Work' to
develop the airport at Senai into a regmnal air. cargo centre. cnmmenced
during the later part:of the decade.

IIl. CONCLUSION

265. ﬂlthc:-ugh the wvarious programmes implemented 1n. the last decade
had contributed. to the reduction -of regional disparities, reumns and states
still experience different rates of ‘growth as a result.of their varying historical
development and resource ‘endowments. Much more, therefore, remains. to
be done to spur and accejerate the devélopmént of the Jess-developed Tegions
through the ﬂpnmal exletatmn of their resource potential and the pro-
vision of social services.to bring about a more equitable distribution of socio-
economic benefits accruing from ‘a growing economy. The policies and pro-
grammes in the FMP will be designed to further narrow: the regional dis-
pantres by ‘effecting' a shift-in the pattern of investrment and channélling
developmerit efforts to. the less-developed states of Kedah and Perlis located
in. the northern region and Kelantan and-Trengganu in the éastern region.
Besides contributing to the accelerated development of the nation as'a whole,
the redressal of regional imbalances will ensure greater. nppnrtumﬂes for
economic.and social advancement of people in different parts .of the country,
‘thereby eénhancing their well- being 1n accordance with the goals of the NEP.
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CHAPTER VL

Public S“éc’tq.r | Prog.ram-me--.- and -Its

-I.. INTRODUCTION

‘266. The-public'sector programmes of the past-decade represented-a’ major
effort by the Government to. 1mplemﬂnt the.objectives of the New Economic
Policy (NEP). The programmes and’ prn]ects were - designed “to” expand
emplnyment opportunities and to improve-the pruductlﬂty and incomes of
the poor, to acceleratethe pace of restructuring society and to- expand the
‘productive capacity of the economy. through. investments in. mfrastrucmral
facilities, education and’ traamng 1In addition, emphas:s was placed on
programmes such as health;. huusmg and other 'social services - to ‘Improve:
thﬂ quahty of life. The expansion of the public séctor programmes, including
the strengthening "of the economic. base- of the Jess-developed states, stimu-
iated private sector activity and, therefore, contributed to the.overall ‘rapid.
prugress of the .country.

II DEVELDPMENT EXPENDITURE'

26? The total public development expenditure for the decade amounted.
to $34 730 million. outof an allocation 'of §48;179 million; represennng an
achlevemeut of 72.1%: Under the Second Malaysia Plan. (SMB), 1971-75,
public. development expenduure amounted.-to ;89,793 million out of ‘an
allocation of $11,457 million,- while in the: Thu'cl Malaysm Plan. {TMP),
1976-80, this..amounted to $24 937 million, out -of an allocation of ,$36,722
million. The rapid- expansion‘of - pubhc development expenditure during ‘the
TMP was dué to the. 1mprmemen’t in the machinery for pm}ect preljaratmn,
the expansion in the zmplemcntatmn capacity of public sector agéncies and
to a certain.extent, cost escalation.
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268, The investment compmnﬂnt of . public “development extpenmture.
amounted to,$23,620 1illion’ or: G749 of-total. development expenditure.
The remainder of-the public development expenditure was rnam!v spent an
transfers to the private sectﬂr Under the SMP, public sector irivestment was
$6,326 million or 64.19% of the development expenditure, while .under ‘the
TMP it amiounted to h:lf': 934 million. or '67.9% of the total davelopment
expenditure. Overall, during’ the: decade, pubhc investment grew at 20.8%
per annum in current-prices, or-at 126 % 1n _real terms, duc to increases in
prices of construction materials and capital goods., The rapid increase in
public investment resu!tad in the share of . the ‘public sector .in total invest-
ment to:ncrease in real ternis, from 32.1% in 1970 to 33.2% in 1980,

269. 'As shown. in Table 6-1; Federal Government expenditure accounted
for 8249 of the +total- development expenditure for the period undeér
review, The: state governments and: publlc authotities accounted for 2.8%
and 7:85 % Of total devc]npment e.:-;pendlturf: respuctwel;. During. fhe decade
as a. wholé, axpendlfure by the Federal Geveriiment. grew -at’21.3% per
annum, whlle: Expendlture by state governments and public- authorities grew
at a rate ‘of 19.2%. and 27.4%. per annum, respectively, -

“TABLE 6-1
MALAYSIA Y PUBLIC DEVELOPMENT EXPENDITURE;. 1971-80
(S -mitlion)
1971575 % 1976-80. % Is7180- . L
Federal Governmen| | 7415 F:.i,?: >1.202 85.0 .ARGLT EE.#-'
State grwcmm:hts : 1319 }3.5 T 2003, i E:’ 5412 -8
Public authoritizss _l.ﬂi‘.'i 10.8 1,642 ~ 0.6 2,701 7.8

. Total 9,793 1000 24937 100.0 34,730 100.0-

III PI&TTERP\ DF D’E',VEL'DF’ME‘QT EXPENDITURE

2?0 One c::-f lhe major, improveinents during the deecade was the ‘gevelop-
ment of specific cfiteria in the allocation: of pubhc deve!ﬂpmant expenduurs
Emphasis was given to programmes and projects which ‘would have the
greatest impact on reducing the wide .econcmic and *scumal imbalances exis-
ting among the races and w ithim ~the ethnic -groups-and ‘within the regions,
with the view- to' reduecirig” the mmEienceu of poverty -and restructuring .of
society: CDHSid&Tahl“ emphasis ‘was. also: placed on building up’ infrastruc-
tural facilities such as roads; railways, ports‘and alrports and in expandmg
the supply of skilled manpnwer -
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271. In addition, the public development expenditure was used to improve
the macro-economic pérformance of the economy- through appropriate
annual phasmg of development expenditures to soften, the impact of external
economic conditions on the’ dﬁmestlc economy. Qverall, the impact of the
public sector programmes, was to contribute: Slgnlﬁcanﬂ}f towards the -
‘achievement_of the NEP bbjectives and to expand the productive capacity
of the economy.

I}E#Elnpmenl Etpendliure by sectors

2?2 ' A 'major portion of the development . ERpEﬂdl[l]IE: was for economic
-and social programmes followed by experiditures on defence and internal
-security,'and general administration. Table 6-2 provides inf{armatibn on
development expenditure by sectors of the Ecunﬂmy Within the economic
sector, which amounted to.$18,527 million or 53.3% of the total devcl-ﬂp-
ment expendlture agriculture-and rural development .was given the highest
priority amounting t0.56,466 million or 18.6% of the total develﬂpment eX-
penditure. Within ‘the agﬂculture and rural developmenl sector, the major
expenditures -were on land ‘development, rubber repianting, drainage and
irrigation, agricultural credit and marketing. The expenditure -of -33,824
million on land development included programmes of the Federal Land
Develﬂpment Authority (FELDA), Federal Land Consolidation- and Reha-
blhtancrn Authority {FELCRF&] and other regional agencies suchias‘the
Pahang Tenggara Development Authority (DARA), Johor. Tenggara
Development Authority (KEJORA) and Trengganu Tengah Development
Authority (KRETENGAH).

273, Infrastructufe development expenditure amounted to $7,350 million
or r21 2% -of the total development. E:"ipﬂﬂdltl.ll’ﬂ ‘Expenditure - on infras-
tructure included construction costs of highway'networks, _ports-and airports,
telecummumcatmnﬁ: and . water .and e!ectrmty supply A considerable
pﬂrtinn of the expenditure "was directed’ at: improving. the -infrastructural
fam[ltles in less-developed -areas, including those .in. the more develuped
Stci.tES in- order to expand the momentum of ‘economic activities and to
jmpmve the quﬂht}f of life. Among. others, :a-total of $2,463 million Wwas
spent on improvement and. construction. of roads and bridges, ‘and $243
ITtI“IGIl on. rural electrification.: In addition, infrastructural facilities in the
urban areas. were considerably’ expﬂnded and strengthened to cater for the
increasing urban popilation and economic activities.

274. The expenditure on. commerce and -industry ‘amounted to $4,679
million or [3.5% of the dﬂvelupmem expenditure. - The main “focus: of
expenditure on-commerce and industry was 'to eriable public enterprises stich
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as the ‘Perbadanan Nasional Berhad (PERNAS), the Urban Development
Authority, (UDA} the - Mujlis Amanah Rakyat (MARA) and the* State.
"Economic  Pevelopment ‘Corporations. (SEDCs), to- expand their’ activities
in:support. of greater involvement of Bumiputera in commerce and industry.
In addition, funds were provided for the expansion of the Malaysian, Inter-
national Sthpmﬂ Corporation (MISC) and the Malaysian Shipyard-and
Engineering Berhad, (MSE). .As a result ‘of the funds channelled. by the
-Federal Government to these agencies by means of Joans; equity’ mvestments
and grants the mvulvﬁm&nt of the public sector in ‘the pmductmn of goods
and sewn:e:s ini"the cnuntr}' expanded

_2?5 The share -::.nf expendlture on educatmn health housing ‘and mther
social services arhounted to $4,845 million or 14% of the total development
'expendzture The largest component of exp&nﬂlture for the social sector was
on- education. and- training to meet the rising enrolménts, ‘especially at the
secondary-level, and" to improve the quality of edu{:atu:)n Of significance
was the Expendlture of '$2,244 million on the expansion of vocational ‘and
technical schools, vc}catmnal training institutions.and-institutions .of higher
learning to increase the supply of Sklll&d and high ‘level manpower. The
expenditure *on .health was. for the modernization and construction of
.hﬂSpltﬂ]S dnd for'the ¢xpansion of health clinics i n both thﬂ rural, and urban

areas.

276. Expenditure on defence and .nternal security accounted for $4,552
million: or -13.1% of the total development expe:ndnture while that..for
general -administration amounted to $6135 million or 1.8%. The: ‘expenditure
on general administration was mainly for the cnnstructmn c:sf new office
buﬂdmgs and purchases of equipment.

A!]m:nhun for HEP prugram.mw:s and prﬂ]ttli

277. As shnwn in Table. 6- 3 the allocation fer -anti-poverty projécts
amounted to $2,350 million’ "or 26.3% of the Federal allocation during the
SMP, while allocation for restructuring of society.amounted to $508 -illion
or 5.6% of the Federaljallocation. During the TMP; the alloeation .for anti- .
poverty: projects was $6,373 million or. 20 5% of the Federal allocation and-
the allocation for restructurmg of society was $2,376 ‘million -or 7. 6% of

the Federal allﬂcatmn

Aillu::n tion hj' s!ates

278. The rc5pect1ve allc-catmns bv state dll]'m':' the TMP is. shown 1n5
Table 6-4.: About 16.5% of the allocation were. in the less—-develnped states
of .Kedah, Kelantan, Melaka, Perlis and Trengganu where inecome’ ]cvels
were: belmw those Df others. . . - '
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TABLE 6-4-

| MALAYSIA: 'ALLIOCATION BY STATES, 1976-80 . -

A 1 ocation” Percen :r..;:g-.: of
State (3 mullion) iotal allocation
" Joher . o AT LT chn, L2620 - 82
KR, e me T owe ol ey wh . 58] 39 -
.kclaman'. - Tup ¢ e o ges o 1,744 5.4
Melaka * .. .. .. .. .. .. " 566 y s
Negri Sembilan ... . ... .. i .. 905 2.8
CPabang .. ‘.0 i e T 20936 9.1 -
Perlis ... = L 243 - 0.8
Perak . ol et A, T ae oaav s S /2476 +J iow
" Pulau Pinang ez e P B e P o . 1298 4.4 "
Sabah e e 20799 8.7
- Sarawak B T ¢ e e 2,525 - i
Selangor ... .. ... oo " 3,079 9.6
Trepgganu ... .. ... o - 1,49] 46
Federal Terrtory ... et e esieeses . 22690 8.4
Multistate «..' oo e Toaat Can . a0 5345 .. 167
o TOTAL ... 32076 1000 -

o E'as:d on the Mid-Term Review of .the TMP. allocation of 532'*D?Eﬁmijlinh-.:.

279. ~The bulk of the expenditure in the less-developed states was for the
development -of agriculture, infrastructure and social services. One of the.
major tasks undertaken to speed up the development of- these states was
to improve project. planning and implementation capacity. The existence
of on-going projects from previous plans which had:to be carried into the
TMP as well as several projects which were national in nature benefitting
several states, made it difficult in the short-term .to'effect marked changes
In"the ‘quantum and the direction of the resources.allocated. During -the
TMP, necessary steps were taken to redirect certain physical facilities where
feasible, to stimulate economic’ activity in the less-developed' states and
their effects could be felt only:in later years when the projects are fully
completed. B T TR T 5

F
-

IV. FINANCING OF THE PUBLIC SECTOR PROGRAMME -

280. ~ The ﬁnanrﬁngt- of -the public sector prﬂgramﬁlﬁ. during ‘the" decade
called for a major effort on the part of the. Government to mobilise domestic
‘and foreign resources, given the urgent need to expand the economy on the .
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onei hand and to ensure reasonable levels of price stability on the other.
Malaysia was able to withstand the challenge through sound policies and
programmes-aimed at diversifying the. economic. ;structure and therefore-the
Tevenue. base, and through' appropriate fiscal jand- monetary policies. to
broaden the tax base. of the country. Monetary and fiscal policies, while
plat:mg primary emphasis on price stab;hty, were ableto mobilise. domestic
resources through the development of ‘viable financial institutions and
capital market to finance both public.and private investments. The success
of these policies enabled Malaysm to finance.about 84%. of ‘the overall
-gevegﬂpment expenditure tequirements from domestic sources during the
ecade o

Sources of revenune

281.. The major sources of révenue. of the Federal and state governments
are shown in Table 6-3. Total revenue increased .at 18:1'% peér annum
during the decade from*$2,861 million in 1970 to $13,048 million in 1980.
Federal Government revenue increased at-an average' rate of 18.3%° per
annum above the rate of growth of the Gross Domestic Product (GDP) in
currefit prices of 15.1% per annum, reflecting ‘the elastic. revenue ‘base of
the economy, while revenue of the state governments. increased by 16.8%
per annum. Revenue from taxation acc:}unted for 76.3% of total revenue,
while the rest were from non:tax sources such ds licenses, permits, fines and
services fees.

232.. Revenue [rom direct "taxes, such as personal and:corporate ‘taxes,
increased at.a rapid rate of 22.8% per annum from $701 million in 1970 to
$5,466 million in- 1980, reflecting the strengthening of.the income:base of
the economy and the increase in the number of income tax payers as well
as new sources of revenue such®.as excess profit tax (1975) and petro-
leum cash payments. Direct. taxes as a pmpﬂrtmn of Federal Gﬂvernment
revenue increased from 29%.in 1970 to 439% in 1980. :

233. Revenue from lndlfﬁ"‘f ta\:es :ncreasad from $1 299 mlllmn in 1970
t0:!56,457 million in 1980 or at an “average annual rate of 17:49% for thﬂ
decade. The growth.in ‘indirect taxes was due to substantial- increase in
collections from traditional sources such as export and import duties, surtax,
exclse duties and road tax and the introduction of new taxes such as sales
[El.:'{ (1972), tin and palm oil export surcharges (1974). which were ‘merged-
with the existing.export duties in 1978, services tax (1975) and petroleum

export tax (1980).

284, While taxation resulted in substantial revenue to the Government, ‘it
was also used to promote investment and to improve the-free ﬁﬂw of ﬂoﬂds_
within the country- through the harmonization of. tax. rates between- Penin-
suiar Malaysia, Sabah and Sarawak. In addition, it was also used! to promote:
a ‘more equltable distribution of incomé and wea!th through a’progressive
income tax structure and 'to alleviate the burden of mﬁatmn especially on
the Jower income. groups.

129



TABLE 6-5

M&L-,A_YSIAT:‘ REVENUE OF THE FEDERAL AND STATE
GOVERNMENTS '1970-80-
(3 mﬂlmn}.
A E"’Efﬂ-'-i'f annual growrk rate (5%
1970 1975 . 1980 197175 1976-80. 197180
Direct taxes . " 701 .?F?J . 5;4&15‘ '-.-_‘13'.61 22.0 22.8
(i) Income taxes.. . 657 1926 - 5121 240 “ 216 228
—Individuals.. 168 438 1,250 200 233 22.2
—Enmpamﬁ 489 1,166 2,276 9.0 14.3 - 166
« —Petroleum .. — 322 1,595 - — JLT r—
“(i). Petrnleum m}ralu:s?cash pay- . L ¥ =
ments - ey _ — I8 295 —_ 30.5 —_
{m] Others ‘_ ' 44 . 47 s e 173 241 g L4
Indirect taxes - | 1299 2355 G457 L 14s. . 204 . 174
(i). Export duties - oo 258 | 635 - - 2420 194 CUsiac 28,
—Rubber,. .. . - B0 121 1,035 86 . .516.- 292
Y —Pzlm Ol .. 18 282 232 73.4 38 204
—Tin .. .. L 130 0 195 . 470 .- RS . 492 37
—Crude petroleum .. ¥ — " .. . '650 —_ — —
.. —OtHers : 30 =2 S | T X 4l 1.0
fii}' Import duties and 5ﬁfﬁx 557~ 801 ‘ 1,686 '?,'.5- 16.1 117
(iii) Excise duty .. .. 2490 - wso . 994 126 17.2 14.9
(iv) Sales tax R 647 — 18.9° ..
Av) Road tax ~ .. .. 169 241 378 7.4 94 84
(vi) Others =+ .."" .. 3 166"+ 332 203 | 149 425
Non-Tax Revenue .. . 400 541 947 - 6.2 9. . %0
Total Fa:laml Gﬁvcmm:nt reve- . . ' o 4l : " Lo oo T
nee | .. .. . ' 2400 5417 12870 % 164 203" 183 .
State g.u:l-r:;“nr.m:nts revenus. . 461 8§12 E,IFSI, ' ..J’.E.f.? 218 "16.8 .
Total Fl:dl.l:-‘ml aﬁdr.start imvc.rlni Tl ) . . ' h
ments ‘revenue 2.861° 3:929 !5,9{# 16.7° 2.5 e I8

Uses -qf flli!llu

285. In addition to ‘the' increased total dEVEleH‘tﬂnt E\:pﬂnd:turﬂ Federal
and state current: expcnduurf: also rosé-at-.an average rate of 18. 8% per
annum durmg the decade The, F&deral Gnvemment accounted for more
than three quartﬂrs of the current’ ‘expenditure, 'while state gnvernments
accounted for the remainder.’ The rapid growth in Federal ‘Government
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expenditure of 18.7% per annum during the decade was due to'expansion
n, ‘the :activities of the Government and increases in the payment of salaries
and wages whn:h accounted for 38.8% ,of Federal: Government', current
expenditure “in 1980 .compared: with’ 29% in 1970. In addition, the rapid
growth ‘was also due to large provisions for subsidies and transfer payments.

'286.. . During the . decade current EK]}EI‘ldIIUTE on' social, services ‘including
educatmn health and housing grew at 17.7% .per annum while expend:ture-.
on defence and' security grew at 16.7% per annum.. Exp enditure.on ‘general '
ﬁdﬂllﬂlﬁtl"ﬂtlﬂn and economic services.grew by 113.8% and 14.1% Per annum ..
respectively.” Transfer payments mcluding pensmns and gratuities,. grants to
state governments, contribution to statutory funds ‘and subscription to inter-.
natmnal urgamz.atmns registered the highest average annual rate of increase
of 26.5%. During the decade, constitutional grantsito the Etﬂtﬂ governments
such as the capitation and road grants were Teviewed and a “revenue growth '’
“grant” was introduced, with.a view to supplement the state. gﬂvernments'
revenué in the light of higher expenditures and constraints in the expansion
.of the states’ revenue. The new rates of the.capitation grant:also provide for
a fairer and more equitable distribution of Federal funds between the richer:
. and poerer states, The road grant was increased: from $4,600 per mile to
*$6,200" per mile: in view of the increasing cost of road maintenance. The
revenue growth ‘grant was appmved 11'1 1976 to give further financial assis-
tance to the state governments.

Snun:es of ﬁnanung

287, l’I“Eucmg into, .account- the. overall. consolidated revenue and “expen- .
dituré of the: Federal and “state governments and. ‘the- surplus .of public
authorities, as shown.in Table 6-6, overall déficit amourted to $7,556 millign
during 1971- 75 and $17,10] mlllmn during 1976-80. This. deficit was financed
through demestic and: fﬂre;gn borrowing and' the use. of decumulated assets
and special receipts. Domestic borrowing was the major source ‘of non-
mﬂabmnary financing of ‘the public -development expendlture findncing -
'abuut 38.4% of the overall deficit during . 1971- ?5 and 56.2% during 1976-80.
The! bulk of domestic borrowing was from .the rion- banking’ pnvata sector,
namely the’ Emplayees Provident Fund (EPF), the National Savings: Bank,
msuqance companies and. other non-bank mstltutmns which together
~accounted for 78.9% of domestic sources during the decade. The EPF, being
the pnnmpa] source, ‘contributed. about: $6,672 million- during, the: decade.
The' icontribution from the EPF. for 1976-80 amounted: to- $4 ?84 million,
- .1arnely due to the increases in the number of contributors as well.as. the rate’
- of cnntnbutmn to EPF from.10% in 1970 to 13% in' 1975. The commercial
banking system as a whole contributed about 21% of domestic borrowing.
- Purchases of Treasury bills and Government securities-by the commercial
banking system increased by 18.8% per annum durmn 197175 and 13.4%
-~ per annum during 1976-80.
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TABLE :6-6

MALAYSIA: CONSOLIDATED PUBLIC SECTOR EXPENDITURE
"AND FINANCING, 1970-80

($ million)
ii': umulative
" 197175 1976-80 ° 1971-80 .
Government revenue ... 21,978 154,706 Tg,ﬁ&&”
—Goyernment current expenditure ... " .. 20,446 48.723 69.169 -
=Cuirent ‘surplus’ I © 1,532 5,983 7,515
+Public a'}:{t'hqriliés -c’i:n_r;cut surplus e 705 ' 1,853 - 2,558 ;
=Public sector cufrehit ‘surplus - .. ‘L.t 2237 7.836 10,073
—_'Pu,blic-rsi'-.-.-::mr q:ﬁﬂinpmént expenditure: .. - 9,793 'Edr,li}ﬂ'}' 34,730
=Overall deficit 7,556 17,101 24,657 .
Sources of ‘financing: o
_Net foreign borrowing i 2083 3907 . 5,990,
‘Net domestic’ borrowing ... 4,414 9,610 14,024
Use. of accumulated. ‘assets. and special R L
receipts = - S cee o .. -1,059 3,584 4,643,

288. External borrowing, comprising market and project loans, -grew at
15.4% per annum during 1972-80, amounting ‘to $2;083 million during
1971-75 and $3,907 million 'during 1976-80. The share of market “loans: to
total exfernal borrowing declined during the decade, refiecting the:-growing
importance 6f project loans. Despite. the fact that foreign borrowing:had
grown, the debt service payment expressed as a ratio to export earnings
averaged about 3.9% ‘during the decade.

T J. ] lﬂa! . | I E 'I

289. The téchnical -assistance obtained during the period 1971-80,-1ncluded
the provision of expérts, -equipment and training components aimed  at.
improving ‘the skilled -manpower- resources required for -development. pro-
grammes, and-the provision of volunteers for.the various sectors. The main
'sources of technical assistance were from arrangements under the Colombo
Plan, United Nations Development Programme and bilateral sGurces.
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CHAPTER VII

The Private Sector: Its Role in
National Development

1. INTRODUCTION:

290. The private, sector has piayed an important role. in .meeting the
develnpment Db]ECtIVE‘E of the nation.” It has provided.a major, source of:
investment, technological progress and skills. The sector contributed sub-
stantially.to’output and employment in the plantation,’ mining, manufac-
turing, construction and the services sectors, either-on its own or in joint-
venture with the public sector. The rapid’ growth- of the private sector also
facilitated the progress towards achieving the New: Economic Policy (NEP)
‘objectives: The. increasing role played b}r the pnvatﬁ: sector has' been due to
itslpositive response to. investment opportunities'and to the-active promotion
and the maintenance of a favourable investment clhimate by the Govern-
ment..

. DVERALL GRGWI'H N PRIVATE INVEST] HE“?T

'_"91 During the decade, private mvestment including oil grew at 12% per.
annum in real terms from $1,490 million in" 1970 to $4,635 million in* 1980
orjin current prices, -at 21. 1% per annum from- 51 490 ‘million to $10,083
.million. The overall performance of the private sector during this period was
sstrongly -influenced by development. in the. international -economy which
-affected the growth of domestic' income and production. In addition, the
cmpnter cycl:cal fiscal and monetary policies of thé Government ‘provided
;significant stimulus to private sactnr expansmn es;::emaii}r durmg permds of
-.:_weak external demand | oo . T

.292 Prwate mvastmenL grew by 10. 5% , er‘ annum in real’ terfns from
$1i490 millionin 1970 to $2,454 million'in 1975 “The relatively weak external
demand during this period, when exports grew by 599 per annuin, had a
~dampemn:r cffect on. private sector expansion:, However, the adverse. effect
of 'weak external demand was -offset by domestic expansionary: fiscal and
mﬂnetary policies, leading to a mzable expansion ‘in. private ‘investment.
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Between 1976 and 1980, private investmient grew at a: higher rate of 13:6%
per .annum in real terms from.$2,454 million-in 1975 :to $4.635. ‘million ‘in
980, - as a result of both rapid growth .in real exports of 9.4% ‘per annum
and.the Government policies and programmes to encourage rapid expansion
of the .private ‘sector. - - -

293. The growth in private investment was marked by:pronounced cyclical
variations. During the years 1971-74, private investment grew by 19.6 % .per
annum while during 1975 and 1976, private sector performance was dismal.
In. 1975, real’ private. investment declined By 19.5% " from - $3,047
“million in 1974 to $2,454 million in 1975, while in 1976 private investment
increased negligibly by 0.4%. The poor level- of investment activity during.
1975 'and 1976 was due to the impact of world-wide recession on domestic
activity and- the prévalence of domestic excess capacity .and the accumula-"
tion of stocks during 1973 and 1974 when privaté investment in teal terms
grew at 29.19% and 23.5%, respectively in résponse to boom conditions in
. the econiomy:. In- addition, the passing of the Petroleum Development Act.
(PDA),i.1974 .and- the Industrial Coordination Act: (ICA) in 1975 caused
anxiety among investors and had a-depressing effect ‘on private sector
investment i 1975 and 1976. hiws 8 | | ' S
294.. -During 1977-80, private sector investment picked up considerably to
- grow:at 17.1 % per annum due to the good export performance and to the
concrete steps taken. by the Government to allay the. anxiety of the private
sector. through amendments to the ICA and_the PDA. Overall, the -growth
1n private investment. has not been as expansionary as public mmvestment
~which grew at 12.6% per annum in real terms resulting.in the decline of-
the share of private investment in total investment from 67.9%..in 1970
to 66.8% in 1980. - . Ve T an : | . = &

IIl. SECTORAL COMPOSITION OF PRIVATE INVESTMENT

295. The growth of private-investrent contributed to the overall increase .
in Gross Domestic Product .(GDP) and ‘its share in total ‘Output creation
increased during the decade. This was reflected in .the growth- of the manu--
facturing, -construction and the non-government services sector such " as
wholesale .and retail trade, banking ‘and financial services, which’ togéther *
recorded growth in output above the national average of 7.8% per annum,
and accounted for 80% of total private investment. There was also a notable .
shift-in the composition of private investment from agriculture and mining
towards ‘other sectors;' particularly manufacturing ‘and construction.. Data
on the value of fixed assets of limited. companies in Peninsular  Malaysia -
‘available up to 1975, indicated that the share of fixed assets of the agriculture -
and.-mining sectors in-total fixed assets-declined from 45:8% in 1970 to
289% 1in- 1975, while that of the manufacturing sector. rose sharply from -
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28.9% in.1970 to 34.4%' in 197S. The shift of private investment.to the
nonmn- agncultural sectors, mamly 1 manufactunng and cnnstmctmmactmties‘
continued during the’ secnnd half’ of the decade.as evidénced by the rapid-
‘growth in’ output of these secturs

296. The.role of the private sector in helping to accomplish the goals of
rapid growth .and diversification of the economic structure was-manifest.in
the rapid rate of industrialization during the decade. The share of the manu-
facturing -sector in total GDP increased 'from 13.4% in 1970 to: 20.5% in .
1980 and accounted for 26.8 % of the net increase in GDP and.24.5% of. the:
net -increase in. ‘employment.

297 The: distfibution .of prwate ‘investment ‘also “underwent considerable
change in line with, the change. in the emphasis given: by the: Goyernment.in.
industrial development: During the initial period of industrialization,. private
investment was heayvily concentrated in 1mport “substitution industries $uch
as food and other lew technology consumption goods. When the emphasis
was. shifted. to export industries, private’ investment. in. these industries
‘increased both.in magnitude:and share in total ‘manufacturing ‘sector invest-
‘ment. The’ prmmpal industries . ircluded Wlth]ﬂ“[hlﬁ category. were re&ource-
“based industries»such as- rubber ‘and wood prnducts which grew: at 5.6%
vand’-10.3% per annum tespectively, and labout-intensive’ industries-such” as
‘textiles, electncal machinery ‘and. equipment, ‘all ‘of. whlch mgether grew aft
14129 per ‘annum:. Theré: were-also major incréases:in private investment.
“in!import substituting’ ‘intermediate and. cdpital” goods ‘industries. 'such ‘as;
fer‘rc}us and non-ferrous products, chemicals and -chemical pmducts nomn-
metaihc mmmeral products, non- -electrical’ machmer'y and- transport equ:p-
iment. These industries recorded production:increases, tanging, from 8.3% to
“11% per,annum.

;298. Investment in the cﬂnatruchﬂn sector expanded during. the period in
respﬂnse to .the implementation of public sector’ programmes. and develop-
ment of residential housing. The demand for hnusmg accelerated as a tesult;
u::-f ‘E‘(p&ﬂﬁlﬂﬂ in: loans and .advances by the cnmmermal banks 4nd finance
‘companies. andalso public sectof funding of hﬂuses for' Government officers.:
EThE. amount of loans approved by cammﬂrclal banks and finance-companies’
-rose from: $107 million ‘eutstanding at the end. of 1970 ‘to -$2,797.9 million
at‘ the - end of 1980 while Igans extended” to' public ‘secfor :employees
-amounted to $1,476.3 million- during the decade: The 1mplementatmn of
low-cost housing schemes and the e"{pansmnary role of. the public 'sector.
develnpment e‘{pendlturﬂ for infrastructure. projects - also cantnbuted to
ELIStEllﬂlﬂg high levels of construction Lactwlt}f ‘As a result, the cunstructrun
sector registered 'an .average annual growth rate of 9.6%- per andum in real.
"terms.during 1971-80, faster than that for the economy as a ‘whole: Invest:.
:mient in bu1ld1ne and construction accounted for about 40% of total private
‘investment in 1980."
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299, -Investment in the mining sector-was Jargely related to il exploration.
-Private investment in the-oil industry picked up considerably with the passing
~of PDA, the subsequent’ establishment . of Petrolium Nasional Berhad
(PETRONAS) in 1974 ‘and the signing of the Production Sharing Agree-
ments in 1976 between PETRONAS and the oil-companies. Total invest-
meént 1n Dilia'mounte:d_ Lo 5-3,_529 million, 1’1’_1&i1'l|}1r for the ex_plgra_tion; of oil
-deposits in the East Coast of Peninsular Malaysia and in Sabah and Sarawak.
Investment in the liquefied natural gas (LNG) project in Bintulu amounted
to. $742 -million in 1980.

300. Oneé of the major benefits of Increasing . private investment was the.
techinological - progress . that took- place- during the decade. The growing
sophistication of production techniques, changes in physical plants, layout
and organization and on the job training contributed to substantial increase
in" labour productivity. Overall productivity per. worker increased at 3.6
_per annum, 'with increases of 2.7 % for construction, 2.8 %.for services sector
and 4.6:% for manufacturing. '

301~ The 'major source jof technological change was through-the imports of
.capital goods. mainly machinery and equipment which accounted for about
22.9 % of totalimports in 1970 and increased at a rapid rate of about 11 9% per
~annum to reach 23.9% of total imports in 1980. Direct foreign investment
- also contributed:towards technological progress, initially bringing technology
in a, package consisting of new. techniques. capital. marketing and manage-
‘ment skills. Dunng the décade, -as industrial structures-became more deve--
loped and diversified, the transfer of technology was facilitated. by the in-
. creasing particioziion of Malaysians in production’ and training activities
of the. public and private sectors. Despite these efforts, considerable: scope
exists. particulariv. with respect -to the participation by Malaysians in the
development of i=canology, managerial and organizational skills.

.V, PRIVATE SECTOR CONTRIBUTION TO NEP

-302. By 1980. ¢=vate investment accounted for more than half of -total .
investment refiaszoe its sustained role.in the economy. Indeed, the growth
~of- the corpora:z s=ctor, especially in manufacturing. was dependent to a
. large extent on =< inflow of foreign capital.. management. technical know-
-~how and markz: 2uilets, .especially for the high technoloev ‘industries.

303, In the fax2f dynamic changes within the corporate sector, the need
- was felt very ex=r iz the decade for the establisiment of 4 new institutional
-set-up to overssz Z2 implementation of the NEP, ‘especially' in the. restruc-
turing, objective. Zz"ticularly important, were the acquisition by foreigners
- of assets or intz=== of Malaysian companies and business through mergers
and take-overs ==cZ brought no tangible economic benefits to the economy

136



and which would further accentuate the imbalances in ownership bétween
M alaysmns and foreign interests. Likewise, mergers dand take-overs involving
Malaysian-owned and controlled com panies and business, if left unregulated,
would jalso make it more difficult to -achieve-the restrueturmg objective of

the NEP

304." Against this background, a Foreign Investment Committee (FIC) was
established in'1974. The FIC is ‘guided in its work by the Guidelines fc}r the
Regulation of Alcquisition of Assets, Mergers and Take-Overs of companies
and jbusinesses with interests-in. Malaysia. Eesentlally the Guidelinés sought.
to ensure that . proposed acquisition of “assets ‘Or interests, mergers. or take-
overs would- result, directly .and 1ndirectly in improving efficiency. and in
aehlevmg the restructuring objective of the NEP-

305.. Part of the progress in restructuring the ownership’ of share capital
from the. mid-seventies was achieved thrnugh the werk ‘of. the FIC, Many
of 'the. companies, .including- transnational EDI’]DGIE[[EDI]S veluntanly sub-
mittedi. their restructuring plans for approval of.'the Gevernment through
the  FIC. Companies ,which were-.involved in. acquisitions, mergers and
take-overs, enl::l those which had specific schemes for restructuririg, were
requested to. réstructure their equity along the lines of the NEP. During,
‘the iperiod "1974-80, about 840 proposals for acquisitions, mergers and take:-
oversjand restructuring schemes were submitted t6 the FIC by the private.
:seeteurr These prepesals involved a:total of abouti 1,940 companies mainly
in plantatlen mining, menufaeturmg, trading and.property development.

306. ' The progress in the restructuring of share, capital’ in the corporate
ser..mr. was undertaken in such a manner as.to avoid dlsruptwe redistribution.
in the ownership of share capital:and not to adversely affect -the mvestment
¢limate. To accelerate the pace of restructuring, the Government introdiced
a.-tax. incentive for equity restrueturmg in late . 1979. Exempuen of five
pereentﬂwe points of the company income -tax of!'40% _is to be a.llewed to
any eempanv conforming to the eqmty re'.~'.t;1'1.1et;.11'm~==r reqmrement ‘of the
\JI;".P with at least 70.% equity ownership for Malaysians, including at least
0?5}"11’-::1- Bumiputera, and not more than 30% equity ownership of foreign-
111ter;eete Initially, the incentive would be eﬁered on an annual basis felr
three] assessment years, from ‘assessment vear 19380 to assessment yéar 1982.
In, e-rder to qualify- for the tax exemption, the company must either have a
-p::ﬂd lup capital of $§1 million unimpaired by contingént' liabilities or a net
asset: (before revaluation) of not less than ' $1 mllhon Pioneer companies
and {companies enjoying tax incentives would not: qualify for the meentwe

Spemﬁeallv the incentive would be granted to the fellemng eempemes
T

(@) any company . meerpe-rated m Maiayme whose - issued end pa;ld-up
share. eapltaj is wholly-owned beneficially by Malayﬂans mCIude
at ]east 30% beneficially owned by Bumiputera inferests;

r
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“*. (b} any ‘Company-incorporated "in. Malaysia .with at least 70% .of its

‘- issued and paid-up share‘capital beneficially owned by Maldysians,
ncluding at Jeast 3@"_?3-':'beneﬁciarll-}{' owned by- Bumiputera .interests;

(¢) any company ‘incorporated in_Malaysia with at least 51%  of "its
issued and paid-up share capital -beneficially ‘'owned by Bumiputera

- interests, provided that ‘it is ‘not the result of the restructuring’ of,

~ -or'a merger with, afly company. or business enterprise in Malaysia

| " wholly-owned or majority owned by non-Malaysians; and

(d) 'any company .incorporatéd in Malaysia with at. least 70%. of its
“1ssued-and’ paid-up share capital beneficially owned by Malaysians,
mmcluding -at least 51 9% beneficially owned by Bumiputera interests,
being the result of an- acquisition:or merger with a company: or
* business enterprise’ in Malaysia .wholly-owned or. majority owned

- by non-Malaysians. - J A - s

307. The' private sector had also contributed to programmes for the
eradication of poverty alongside the efforts of the public sector. Thus, during
the period 1971-80, the private sector, on its ‘own and through joint-
ventures with the ‘Federal and state agencies, developed for  agricultural
plantations of about 120,000 hectares. |

308. The growth. of the private sector in urban based activities also
contributed to the.reduction:in the incidence of urban poverty, particularly
in the number of poor households engaged in manufacturing and services.
In 1970, almost a third ‘of the households engaged in the manufacturing
sector were in poverty and .this declined.to 18.4% "by 1980. In the services
sector, about 'a fifth of' the-households ‘were ‘In ‘poverty in 1970 and ‘it
“declined tor 11.6% in 1980, while in commerce, the. incidence of poverty
declined from 30.3% in 1970 to 19.2% in'1980. e | i

309. : These findings highlighted' the compiementary nature of. the ‘public-

-and . private, sectors -in the process of eradicating poverty, and the special

importance of'an expanding private sector in the dindustrial and .commercial

sectors.-in reducing the incidence of poverty. Private sector. growth- in

manufacturing, during the 1971-80 period absorbéd a. significant. number ‘of

the rural poor who migrated to-the urban areas in search .of. jobs. ;
e | n e : o '

310. The encouragement by the. Government towards dispersal’ of jndus-
tries to .the léss-developed regions, enabled the poor rural and 'urbanm
households to be. gainfully employed in rhanufacturing .activities, thereby:
raising their level of income. In 1971, about 44 % of the total “approved
manufacturing projects, were planned. to-be located in the relatively less-
developed states where the incidence of ‘poverty was, high.. By 1980, the
proportion ‘increased to about 59°% of the- total approved manufacturing -
projects... G T ‘
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311. .!While the relatively large-scale, privately-owned manufacturing .and.
commercial enterprises spearheaded. the momentum towards' industrial -and
commiercial« growth, the smaller scale privately-owned. énterprises. also’
provided opportunities for the: relatively poor to; be gainfully -engaged in
economic ‘and commercial activities. The maintenance of .a climate. of -free
mark‘eft- enterprise during the past-décade ‘permitted private sector interests
to.respond to the ‘growing economic 'ﬂppnrtunities; ' ' |

v. PRIVATE INVESTMENT AND 1TS FINANCING

'312.  Privateé long-term capital inflow. financed-.about: 22.3 % of private
investment during the period 1971-75 :and -about :22.6 % during.the period
1976-80.- The small increase in: the share of inflow of private long-term
capital "as .a source of financing' indicated the: greater - participation of
domesti¢- seéctor resources, both in. terms of equity and.loans, In: private
sector financing. As shown in Table .7-1; domestic. financing of total private
investmernt increased from $11,467 million during 1971-75 to $23,719 million
during 1976-80.

e B TABLE '7-
MALAYSIA: PRIVATE INVESTMENT AND TS FINANCING,
. 1971-80
(3 million)
L, Eq_.r_fnuiﬂr_r've 3
S e T A97147S 1976-80" 197:4-80.
Private investment (including stocks) ... 14,749 30,630 4:5.319:'
~Private long-term capital inflow (net) 3,282 6,911 10,193
v 4 L . " 'y : '._. - = - ——y
= Domestic. financing needs ..: 11,467 23,719 35,186
. _Dﬂmﬂstric ﬁnhncing--fnr ﬁrh;atc investment: ; ' gn 2 3 S
Private savings before transfers * 13,588 30,621, 44,209
—Net transfers ... “ . - 789 '+ 590 - 1,379
i _-I;—F';"ival::: savingé after transfers .. ' L. - 12,799 3{][}31 42830
;--Fflrr':haaég of Government securities™ /... 4414 9.610. 14,024
. Lprivaté sector outflow and balance of g 5 L
"!| payments errots "and emissions-"... el MY N |
— Increase in ‘currency holdings and- private . 1438, 2.102 6,560
' |l'sector deposits with. Bank  -Negara. |- ‘ ' I
' ':'I-'_;bfa:'a;ijfn - w1 o s p o oBou T : N
_;ﬁ;Tf:ﬁnanciﬁg of private sector ... 6,927 15:3"1.5'_ 22,2__-=16_'
'+ Public sector financing of investment in O R
privale sector and other transfers 4.540 8,400 12,940
.=Total -domestic financing-"...- : 11,467 23,719 .I'3r:_3_.136-'_
+ Private long-term capital -inflow (net)- .- 3.282 6,911 10,193
‘=Total private investmént .. 14,749 30630 45379
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313.. During 1976-80: privateé:savings grew at a rate of 21.9% per. annum
:-:amparad with: 10:3% per annum durmg 1971-75. The higher rate ﬂf savmgs
generated during 1976- 80 wis’a resu]t.of a relatively faster rate of increase
of disposable income of 16.4% per annum cnmparad with an annual rate
of increase of :15.1% in E:onsumptmn expenditure. During 1971-75, the rate
of Increase of ‘consumption expe:nd:ture was: 12.4 9 per annum while that
of dzspusable imcome was only 12.7% per annum. [Hence, the total sum of
savings.amounted to $30,031 million dunﬂg 1976-80. pnmpared with $12,799
millien. during -1971-75.

314."- Not all of thé savings ‘was .available for financing -of investment in.
the private- sector.” After taking ‘account of net - remittances abroad. by
individuals, purchases of Guvemment securjties by non-bank institutions
as. well as Bank Negara Malaysia, outflow of. short-termi capital abroad, and
incréases in currency holdings including deposits  with Bank Negara
Maldysia, the amount available for SEH-ﬁnancmg in the. private :sector. was
$6 97? mﬂlmn and $15,319 million during the ‘periods 1971-75 and 1976-80,
res;:-er:@vel Self-financing of ‘investments -by' the private sector accounted.
for 47 % and 50% -of total private investment during the two permds

315. The . balance of- ‘domestic financing requuements was met by
Government transfer of funds to, private sector activities. This mcluded the
transfer of funds ‘to institutions such as Perbadanan Nasional Berhad
(PERNAS),” Urban Development Authority (UDA), the State Economiic
Development Corporations (SEDCs), Majlis Amanah. Rakyar (MARA) and
the Bumiputera Investment Fund with the purpose of ‘accelerating the
advancement of Bumiputera . commerce .and.industry. In addition, funds
‘were -also available in the agriculture sector for rubber replantmg, agri-
cultural credit-and marketmg and land development. In line Wwith tlie Govern-
‘ment’s policy to-encourdge home ownership, funds were provided for loans
and construction of low-cost houses. The total sumn:of these transfers
‘amounted to $4,540 million during 1971-75 and $8,400 -million during
1976-80.

Y1 PGLICIES FOR PRIVATE EECI'GR DEVEL’GPMEH‘T

316. 'L‘he expansion of _the pnvate sector was fustered by the 'positive
policies: of the ‘Government on: trade. and Investment. In particular, fiscal
and mmnatary policies were designed-and implemented.to.provide for an
adﬂquate rate 'of return on investment and-to enhance the contribution of
private‘investment to the' NEP objectives: They were also used as counter-
cyclical measures to prmude necessary stimiilus for: incréased. pnvate sector
activity and to restrain mifiationary pressures in order to ensure -an orderly
growth of private investment:

Fiscal pnl:cy

-317. . .An important factor which -affected the.growth in private mve:stme:ut
‘was. the increase in prices of imported capital -goods .as a resulf- of the
1ncrease 1n the pnce of fuel dunng 1971-80 at an average annual. rate of
21.6%. The import price of machmery and equipment rose by about 7%
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per.annum whilé that of construction and building materials increased by.
10%. Iﬂ the face of these price. increases; vaernmant policy was directed
to rﬂdumng domestic supply rigidities’ through tax!iricentives  and to, lessen
the*: 1n1pact of the full costs of imported investment goods by: selective
reduction-of import duties on:essential inputs.

318: ,The Government also introduced a wide range.of incéntives under the
Investment Inceéntives Act of 1968 to encourage domestic and foreign.invest-.
ment. In addition to pioneer status, the Government implemented “the loca-
tu::-l:lalF /incentives scheme in 1973 to encourage the dispersal: of industries.
Thé labour ut1hzanﬂn relief was another schemé mtrnduced i, .1968 to
provide incentives for thé expansion of labour-intensivé industries. Capztal
al]c:wances were given to projects not. quahf}'mﬂ for pioneer, status, .Invest-
rﬂent!tax credit-or labour utilization relief. The increased capital allewances
were pmwcied fo. firms. engaged in modernising their production . techmques
or in ,setting up.a modern factery. . The Investment Incentives' Act’was
amendeu in-1979 to expand its coverage to approved. agricultural . industries
lncludmg planting of fruit and vegetable crops, rearing of inland. Wwater and
sea fish, prawns ‘and dairying. The numbér of anprmvals by type of incentives
is shown in Table 7-2.

TABL'E :?':2_'-

NUMBER OF APPROVALS BY TYPE OF INCENTIVES -
;Cumuf;:rfuc _
1971-75., «1976-79

Pioneer status . ... P T e T RAR e G B 420
Invﬂstmant tax- credit - ... i eme T " : ‘ 13y 264
L b-Du: utilization’ rehe:f e T e f A 54+ .28
Lc::canuual mcenuve ‘10 .. “46
E’ith:r incentives ; 48 12
W1t.huut tax incentives e 1,113 967

TOTAL 2,104 1,737

319. ; |S]'.'}ECJﬁE tax incentives were also. prﬂvlded ito encourage the growth

# ‘?’431 .

of . EXpUI‘t-Ul‘IE‘-DtEd industries. The export:-incentives provided for export
.ailﬂwances were based on the amount of export sales.and tax deductions ‘for
prumntmnal expenses in overseas markets. In addition, the expﬂrt reﬁnancmg
fElCllll}' was introduced in early 1977 to provide: Mala}fsmn exporters of
manufactured- goods with credit facilities at preferential Tates of interest.
By mid ‘1980, the: total amount of refinancing facility prﬂwded to &xpfart&rs
amounted to. $2,003 millien.
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320: -The Government also took a number of measures to expand physical
facilities, for mdustnal devalmpmant The expenditure -on- infrastructure;
,-partu:ulaﬂy in _.the less-nevelc}ped states 'wasexXpanded to. cﬂmplement and
zid private sector expansion in industrial-and. commercial activities. Govern-
ment funds-were also Channelled to the SEDCs for- the establishment of
industrial estates and Free Trade' Zones covering a total area of 9,649.2

hectares.*

321. In order to induce the inflow of foreign investment, the Government
undertook vigorous promotional efforts. Among these were- thé establish-
‘ment of overseas centres by Malaysian Industrial Develnpmaut Authority
-(MIDA) in major world financial capitals. Major investment missions were
organised-abroad and within Malaysia with high level participation by rep-
‘tesentatives -of Government and private sector. Malaysia also concluded
double taxation agreements with ten countries. In grder to promote exports,
the Government in addition te sending trade missions ‘and participating 'in
trade fairs and éxhibitions' overseas, established, an Export Trade Centre
located in Kuala Lumpur to channel mfﬂrmanmn on products and markets
to. local and overseas investors.

Monetary poli::y

322. In‘addition to fthe use of monetary policy for stabilization purposes,
efforts were.made to ‘promete the development and modernization of the
financial structure in order to mobilise and channel private savings into
productive invéstment in both the public and private séctors. The Govern-
ment, through Bank Negara Malaysia, took measures to'develop the money,
and capital Tarkets to raise the level -of-savings and accelerate the process
of financial deepening necessary to. harness. adequate resources for develop-
ment. In order to enhance the: availability of ishort-term funds for investment,;
the Government, apart from raising the return on time and fixed de:pcmts-
introduced two money market instruments; namély the bankers acceptance
and negotiable certificate of deposits. The Kuala Lumpur Commodities
Exchange was established 'in 1980 to promote Kuala Lumpur as an irter-
national exchange for the marketing of primary commodities.

323. The ﬂxpansmn of the Kuala Lumpur Stock Exchange was consi-
derably enhanced. by the New Securities Act, 1973, which provided for an
orderly and efficient dﬂvelupm ent of the corporate. SEEuI';ttlES market. By July,
1980, - thére were 253- companies, with _a. total nominal paid-up capital of
$7,146 million listed on ‘the: stock exchange- compared with 256 companies
with a total nominal capital of $2,880 million in 1970. The: expansion of the
securities market facilitated the corporate sector to finance new invéstment
or expand its existing. capacity- through mobilization ‘'of domestic 'savings.
During the decade, the total @amount of funds-raised by new issues amounted
to '$4.266 million.

142



324. . The growth of domestic' banks and the expansion of thé banking net-
work | esPema.lly into rural areas and small towns were encouraﬂed LHE -
expansmn of financial institutions during the. decade. .was unpresswe By :
1980, ‘there were 38 comimercial banks‘which formed -the core institutions-
lmkmg' savers. and investorsy Supplemented by 37 finanece companies, 12
merchant banks, five discount houses, six foreign' exchange broking enter-’
prises; ‘two stﬂck exchanges and a-number. of other s peczahzed institutions..
serving the needs of the expanding. economy. In. ﬂrderf-tﬂ increase thesdeve-
lopment role of commercial and financial institutions, specific lending guide=
lines and criteria. wére formulated and 1mplemented to step up commercial’
lending to-thé priority sectors of the economy. Table 7-3 provides the: pattern
of loan and.advances by commercial banks to the. privaté sector::

. TaBLE 73

LOANS AND ADVANCES FRGM COMMERCIAL BANKS

D R .' {5 D'.'Iﬂ.hﬂﬂ}
Arerage
- ;  anhual
it Ourstanding as arend of . 5 - Inrrea.se : _gmrwr.ﬁ
| : — ' . T - o rares (%)
1971 1975 979 L 1972.75 - 1976- ?9- 972279
Agriculture .. .. L L. 2782 . 4838 .. LL013.0°. 2056 52920 .. 175
Mrmngand quarrying 53.9 lﬂﬁ'.-' ) 122.6 52.8 15.9 ,I'I{II\'.'E.-
Manufar.:iurmg- 3 . 515-_9.9" 1265 6 ~2,564.7'n 6957, 1,2994- | 207
. 'Building and cénstruction .. - 198.8 - ' 4802 I, 074.0{* <2814 "¢ 5938 - 235"
| Géeneral commerce .. .. , 6366  1,3553 0~ 33Lﬂf C U870 "24667 | - 25
: ‘Hnuf.mg B o M Col107 500.9 " 1,648, g 390.2° ‘1,147.9 - .-,rd'ﬂ..}.'
| ,,cnhars C e e woa.v . 662.1°¢ 71,9090 ¢ .4,440.’34: 1,246:9 - 2,531.8 269
rm.gn trade tuus e +t.. . L1570 -. 3669 | 57380 2099 2070 Y176
. " Total m_ans ant-advances: .. 2,667.2  6,468:4 ) 1'5,259.8 " ©3,801.2 3,47;91'_4- 244

-

5 | Table 7-3 shows that about one- _third 'of the lnans and advances went.
tr.u the manufacturing, construction and housing secmrs Loans.and advances
to- these sectors grew at a rapid rate of 25. l ‘per annum: Specific steps

.were taken to ensure that the Bumiputera cmmmumty, small-scale enterprises
and prospective house owners had ready.access tg credit at reasonable cast..
Credit extended by commercial banks to small- scale enterprises rose at an

‘average rate of 26.2% per-annum from 5343 million in 1970 to $2,784 million
by: the end of 1979. In addition, the Government established the Credit

‘Giarantee Corporation in 1973 to provide guarantee to.commercial banks
for approved loans extended fo small- scale | enterprises in the. ‘agricultural,
comrmercial and industrial sectors of the economy..Under. this scheme, a
total ‘of $738 million was provided since 1973 to small enterprises, mainly
those owned by Bumiputera.

143



"WH, ADMINISTRATIVE /AND LEGISLATIVE MEASURES

326. ~ A number -of administrative and legislative measures were intreduced
to- facilitate the -achievement of national obiectives. in the indiistrialization
process. Of major importance was the:ICA, enacted to :provide the: legal
framework within-which the private sector is to' be encouraged to underta“ke
the orderly development of manufacturing industries. “The main feature.iof
the Act was the licensing of manufacturing ﬂstablishments so as to-
.ensure that ‘individual enterprises conduct their operations M1 & ‘manner,
consistent with the. requirement of national objectives: The 1CA was amended

in ‘1977 and 1979 to assurethe private sector that the,implémentation of the
Act would be carried out.in .a -pragmatic -and- flexiblé manner. Among
‘others, the. amendmerit pmwded for .the establishment of d4n Industrial
Adwsnry Council with representation. from the private and pubhc sectors
‘to advise thé Ministér of Trade and Industry on matters pertaiding to the -
ﬁAct and pmcedures fﬂr appeals relat&d to matters, on. hcensmg

"327. " As a further step to Spvﬂd up the apprﬂval a.nd 1mplf:mentatmn crf
industrial .projects, .a Central Unit was established in MIDA' and staffed by
senior -officers from 'major Ministries and Departments involved with all
aspects of mdustr:lal develupment This -one-stop ‘agency which bacame-
uperatmnal 1n SePtamber 1978 was deswned tm redice delays.

'I-.

"i-’]].l PUIILIC-PRI?ATE SECTDR COOPERATION

328. In order to’ fﬂﬂﬂltﬂt& the rowth of the private sector and to resolve
issues -and problems faced by the.m in the implementation of Government
‘policies, close consultations were held with the prwate sector and-the various
organizations, representmg the industrial groups. The scope of these consul-
tations were ‘wide and varied and they enabled. the Government and the
private sector. to respond to issues and problems in.a pragmatic ‘and flexible
‘Thanner consistent with -national objectives and: led to the improvement. of
the investment ¢limate and an atmosphere of mutual trust and confidence.
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CrEAPTER VIIT,

Nation Building and- National Unity

I.. INTRODUCTION

329.; .. The past decade was marked. by rapid-economic growth and structural
changes enablmg Malaysians to enjoy:.a- h.lgher standard’, of living. ‘While .
rising ificome, Output and emplﬂyment are important.-in themselves, the
Dverndm0 Gb}EEtWE of develnpment is the .achievement of national unity.
No natmn however prosperous,. will remain viable and secure'if its citizens
are disunited and .lack-a strong sense of commitment to theé nation. Pros-
perity and progress without umty, stability .and-'a deep sense of loyalty on
the ipart of its citizens will, .in thé long run, Wweaken the.foundation -of
Malaysmn society. The past decade therefore, emphasised: on the’ develnp-'
ment' and strengthenmw of the pnhttcal administrative, .economic; SOCio-
cultural and security framework,’and on international ccﬂparatmﬂ, necessary
_'fc:r the buﬂdmw ::::f a strong and umted Malaysxan natmn

11 PELITICAL ANII ADM]I\I'ISTRATIVE FRA‘\'IEWE‘RK

330 Malaysia is committed to maintaining a pnlitlcal framework which
-allmws for a democratic way of life, cnnmstent with the maintenance. of
peace and stability within- the. country. The May 1969 incident taught:the
natmn a bitter lesson and showed that unrestrlcted emotional and extreme
appeais to'communal issues were detrimental to peace and. stability. Amend-
IIlEl'ltS were, therefore; made to the Federal Constitution to remoyve sensitive
1551.1&5 fmm the realm of public debate. DISCHSSIGHS on these issues were
cﬁnducted in the National ("Dnsultatwe C{}uncﬂ and on the dissolution of
thelCnunm] in the Natmnal Unity Board. Fﬁ:llnwmg the dissolution ‘of the
B:::rard discussions were ‘then continued in the. Department of Rukun
'Tetangga and National Unity.

3311 Complementary to the spirit’ of the constitutional changes, the then
A.Hlance was re-organised and expanded. to form. the Barisan Nasional. The
aim of “the coalition was to strengthen . political consensus and reduce
pclhtl-::kmg so that more time and resources could be ‘devoted to national
development. The Barisan also helped to maintain. continuity and- stability
to  the planning- and development. cl’fﬂrts throughout “the. decade: It alsu
provided the link between the Federal and State Governments, leadmﬂ to
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greater 1dentification -of .the .components of the Federation with-thé: aspira-
tions of the-nation.: The:institutional machinery provided by the Consti tution!
“namely the National Land Council, the'National Finance Council - and' the
National Council for. Local Government, was extensively utilised and
Strengthened.-.to improve consultation and cooperation on matters affecting
national interest.. . | o
332. "During the decade, the administrative machinery at both Federal axitcl
State-levels was expanded, strengthened and oriented to achieve the objec-
tives of national-development and.to respond to.the needs-of-a plural society.
New -institutions were: established to. carry .out: additional” functions of the
Government .while ‘existing ones strengthened to -ensure effective delivery
of services to the rakyar. The public service, not only-provided the necessary
continuity to the planning and implementation process, but also stability to
the nation.” It also maintained its impartiality .in the implementation of
Government programmes and- policies to ensure that the public was ade-
‘quately served. The independence of ‘the J udiciary. upheld the supremacy of
the rule-of law -and together with accessibility to legal redress, enhanced the
feeling. of security among the people.

. - ECONOMIC FRAMEWORK

333. ‘The May 1969 incident also taught the nation a lesson that poverty
as: well ‘as wide economic imbalances along - ethnic lines would generate
feelings of dissatisfaction and’disenchantment among the peoplé. The New
Economic Policy (NEP). was, ‘therefore, formulated with a two pronged
strategy of eradicating poverty “irrespective of race -and accelerating. the
process. of restructuring Malaysian society to correct economic.imbaldnce,
S0 as to reduce -and ‘everitually -eliminate ‘the identification of race with
economic functions., The NEP also emphasised -on improving. the quality of
life of Malaysians by expanding 'social services  and amenities, -especially to
poor households., ' |

334. .“The NEP strengthened the econdmic foundatiof :-of national - unity
during the-decade by. harnessing the nation’s physical and human resources
towards building a just and equitable society. The poyerty eradication pro-
grammes .brought poor’households into the mainstream ‘of development‘and
increased their feeling of “security and sense of belonging to: society and
-réduced feelings -of deprivation and -alienation. In-addition, restructuring of
society through development -of new growth centres also created capacities
for all ‘to benefit: The new growth centres. provided opportunities for the
creation. of more balanced séttlement patterns. allowing Malavsians -of all
ethnic groups-to live side by side.and to interdct in their daily activities.
Restructuring: of the pattern -of employmeént and ownership: also provided
Malaysians with the environment: to‘interact. WS LI Bl TR R g

335. « PngTEés in :pbvé;rtlji‘ eradication and restructuring r:rf'.‘-'_'sc:«_ci_eit_y- during’
the decade has .been elaborated in Chapter-III. The .expansion in the eco-
nomy.enabled the” NEP to be i—mplcm'entedf_lin-a manner that'increasing
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income, employment and ownership opportunities benefitted all Malaysians.
Growing incomes, of all ethinic.groups during the decade, as shown in Table
3-9 anld especially among the low-income population, as‘shown in Table 3-3,
bear testimony:to the fact that all have 'benefitted from economic. develop-
meént. ; | ’ = :

336. :'There‘were marked improvements in the quality of life.ot-all.mMalay: -
sians.during the decade: The Government-playedd major role:in-the'delivery
of public goods and services, especially to meet basic needs such -as health,
ediucation, housing, water supply and’electricity. Key indicators.on health, .
life expectancy, and literacy for all ethnic groups,, indicated -that there. were.
significant imprdvements during the’ decade. These programmes helped to:
reduce. the feeling of deprivation. which. once “eXisted as' a’result’ of the
concentration of facilities-and- infrastructure in the urban centres:

337.'-The progress achieved towards restructuring ‘of. Malaysian- society
helped to.reduce. the dégree of segregation along ethnic liries. There weére
indicators .which suggested that. the process of :gthmic integration in the-
economic sphere was well under way. ‘A surveyt'indicated that a majority: .

¥

of. employees were hot concerned. with, the-ethnic identity of employers: The
survey. also ‘indicated that; Malaysians were not concefned ‘with. the ethnic,.’
identity of ‘fellow €mployees. Employment restructuring, ‘gspecially in the
laree!modern sector enterprises, iricreasingly brought différént etiinic groups

closer together as workers:,

338.; Industrialization “and modernization have éncouraged more and more
inter-ethnic’ partnerships ang nvolvement commercial and industmal -

¥ ]

ventures, An increasing number of Malaysians from different ethnic origins
were brought together “m common. endeavour, sharing .the fruits, of- their
joint: labour .andenterprise. The. éxpanding corporate sector, especially the

piiblic companies; allowgd an increasing number of Malaysian, individuals
as well as mstitutions to be involved, in various aspects of corporate growth-
;es'.pé,;:mlly in .employment, . ownership, distribaition and - ‘marketing, as

supiirirliers of finance and  setvices. The growing multi-racial character of
many of these large conglomerate companies, ‘with their activities. touching
almiost every aspect of the economy, meant that :Malaysians. frora- all ethnic
otigins had a stake and influence. in almost every" facet ‘of the nation’s
livelihood. Family-owned enterprises, impelled :by the need "to grow and
me-.;::t competition, started to: seek external resqurces beyond the. confines
of their ethnic group, thus slowly allowing othef Malaysians to’ participate
"in the ventiires. These developinents, therefore, gradually reduced the degree’
of . ethnic . segregation of commereial enterprises, making them:.more:
Malaysian in outlook and’gradually establishmg a framework for, greater

.intéF-ethnic. economic partnership and cooperation.

1 Based aﬁ*-a_. Hauéehplt’; Well-Being Shﬁey conducted by the Socio-Economic’ Research. Unit (SERU);.
"Prime Minister’s Department in. 1979.; - Y
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IV. - SOCIO-CULTURAL, FRAMEWORK

339. The political - and’ 'e-::k':lnﬂ;g!”n.ic frameworks -by themselves “aré not
sufficient to- build an integrated society. They need to be reinforced by ‘the
development’ of .individuals’ values: Towards. this end, the Government
continued to expand -and strengthen its socio-cultural programmes during
the -decade, especially by widening opportunities for education  and .social.
mobility, -promoting the: growth. of a more balanced . residential pattern,
encouraging greater participation by the people in development efforts and
fostering ‘the growth of a national culture..

340: The education system. created the environment, as well as facilities
and opportunities, for all children to.interact thus enriching their éxperience
of Malaysian values and, culture from an early age. The'progressive use of
Bahasa Malaysia, as the main medium of instruction‘in ‘schools since 1970,
helped to create 'a néw generation. capable ‘of effective’ communication
through a common -language. The teaching of civics and good .morality 'in
all schools ‘was lemphasised in ‘line with-the policy of having an education
system to6 serve the needs of a multi-racial society.

341. . The implementation ‘of a common. svllabus for all "schools :and the:
attention .given to the 'study of ‘the country’s history, people and cultures.
were major components in the development of an education system for ‘an
integrated society. School-going children bégan to perceive history from a
Malaysian viewpoint.and became more and more appreciative of Malavsia’s
rich history .and culture and the contribution by Malaysians. from différent
ethnic. groups to its heritage. The integration of Sabah.-and ‘Sarawak into
the national education system, with greater emphasis on the use of a ‘com-
mon -syllabus for varidus. subjects, further-enhanced the integration of-the
two .states into: the Federation.

342. " Residentia] patterns in.Malaysia also:changed during the decade. The
growing urbanization of Bumiputera, resulted in the growth of Bumiputera
residents.in urban ‘dreas. -The Government, with the cooperation of the
private sector, encouraged’ the growth of residential patterns in housing
estates which would be more ethnically balanced and more Maldysian in out-.
look. The development of-low-cost housing schemes, including flats, enabled
the urban low-income households of all races to acquiré decent'living places,
Many. .of these housing schemes were provided with recreational facilities,
allowing greater. opportunities for- the various communities to .integrate
freely. in. their daily :lives. ' "' &

343. " The. Government. also designed and.implemented da number' of other
programmes ‘to- bring about greater understandinig and cooperation among
Malaysians, as well .as.to provide epportunities for the people to participate
in nation’ building.. The National Unity Board, and later the Department of
Rukun Tetangga and National Unity, conducted National Solidarity Classes,
set up Community Relations Committees in urban centres ‘and undertook
other activities, such as community sports and- the establisimént of kinder-
gartens.. The enrolment in the National Solidarity Classes, of -which ‘more
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than . threé- -quarters consisted of non-Bumiputera towards ‘the ‘énd’ of -the
decade, increased substantially. The National Solidarity: Classes, ‘emphasised
on Baham Malaysia and civics. to. encourage greater use of the’-National
Languagé "and- appreciation of ‘the cultures and :customs- of: the' various:
ethmc groups. The, activities under the purview: of the Community Relations
Committees- included the organising of kindérgartens, . vocational: classes;
'gumng sroyong. activities and sports, including community games. ‘There was

increasing participation by all races,. es;:emally the youth, -in "all -these
-activities.

344, The Rukun Tetangga scheme, originally- cnncewed tnainly ds.a security
‘project; aiso encouraged greater; cooperation among Malaysians. The scheme:
provided opportunities for residents of gazetted arsas‘to.cooperate _for ‘theit
common good: In some RukiuniTetangga areds; the: residents also promotéd:
social>activities, such as cultural shows.and sports; which’ helped* to ﬂreate
a stronger 5p1r1t of ne1ghbour11ness amc-nrr the partlclpants R,

345." To. 1mpmve the securlt}' Df villages, : !karan Refawmz Rakmr
L'R__,LA} was formed ‘in kampung areas to “enable - the people torassist the
security forces in. facing any subversive and undersirable -elements threaten=
ing the szcurity and stability - of the:villages.. In addition,, there' was ‘dlso*
increased- -participation ‘in -the membershm of the Temtc}rlal Army, indi-’
cating the 'supportt giveni by the public in mamta:nmg law and order at the
dastnct level. Partmpatmn by all races .in the Territorial Army’ 1mpmved as
-a tesult’ of 'greater awareness of the. importance  of' the people’s role .in.
Security - and- deve]ﬂpment

346 The. setting up- of Jawamnkuam Kemajuari dan Keselamatari Kam-
pung (JKKK), provided a link between the Governmentand the' people at
grass-root level on matters ;pertaining to dﬂvelnpment and secunt}' of
villages. The JKKXK .became effective channels:of communication between
develﬂpment agencies and the people to ensure their greater mvnlvcment in
the: 'decision-making process -affecting their livelihood:

347%.  Support frem-the people on méajot matters affecting riational résilience
Jmpmved substantially. The control:of drug abuse and ‘trafficking throungh.
joint governmental efforts'and the Persatuan Mencegah Salahguna Dadah
(PEMADAM), a voluntary association to cu:rb the ‘misuse of drugs, ‘was
,testlmony to the close - ‘association betweén the people and the Govérnment
in natmn building efforts. Community services, suchas the Red. Crescent and
the: 'St. John's Ambu!ante helped- cﬂmplement pubhc effc-rts in widening the
scqpe :::-f parhmpatmn b}r the penple £ o

348 The Gﬂvernment encauraged self-reliance. efforts amﬂng ‘the - p&ﬂpie
'thrmugh training. for-skill and entrepreneutship, develc}pment The focus of’
these. measures was: ofi - youth through' programmes such- a$. ‘the Youth:
Training Centres-in’ Dusun Tua.and" Pertak: The ‘training also covered:
business ,aspects in: order to ‘provide them wuth Dppnrtumttﬂs for: gamful
emp]ﬂyment
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.349.. ~The: mass—medxa, particularly radio and television, played-an‘impaértant:
role In creating; an.environment for greater understandmg' social:integtation;
cultural development and-the {iEvE]meEﬂt of a 'disciplined society. Sabah
and ‘Sarawak were incorporated into the national radio and television net-
work dunng 1971-80. The mass-media also emphasmed on spiritual develc:p-
ment in- order to:promote a balanced growth of the'individual,in the process:
of development.-

350. " An integral- part of developing a Malaysian idéntity and nation build-
1ng:1s to fuster the. devélopment. of a national culture, based: on the cultures
of ‘the. ethmc -groups of: this region, ‘incorporating elements of: ntl:[er ‘cultures
‘which are suitable and appropriate, and-with Islam as an meortant element
in its formulation. During .the decade, the Government.encouraged the
develnpmﬂnt of a national culture by promoting greater- awareness of the
richness .and- vibrant cultural hentage of edch, ethnic .grodp and ‘the part it
‘piaye.d in the evniutmn of a. natmnal cultire.

351. . Thé.. Gnvemment also - encouraged nexpﬂr:muntatlﬂn with forms -of.
:::ultural expression“to’ foster the growth of a national culture. Emphasis. 'wa’s
also given to cultural and ;social:programmes which brought the youths from
different ethnic and social backgrounds together, and Malaymar-s of different,
ethnic origins -inereasingly, participated in the various cultural programmes,;

organised by ,the Government.- Underlying these ﬂevelnpments the growth
in the use of Bahasa :Malaysia, the National Lanﬂuage -especially in litera-
“ture, allowed Malaysmns greater. and easier access to" the cultural heritage
of . the peoples.of the region.

V.. INTERNATIONAL RELATIONS AND NATION BUILDING.

352. - International .economic cooperation betweén nations also contributes
towards nation building. During the decade, together with other developing
countries, Mala}rsm actw&ly partmzpated in negotiations. with the developed
‘courntriestd bring-about -a new: international economic-order. which w-:::uid
‘be more just:and equitable to the less-developed countries. Malaysia parti-
cipated actively in various. mtematmnal fora. under the.aegis of the United

ations (UN), and-also fnrged closer economic:ties with other less- developed
couritriés through participation in the Non-Aligned Movement and alsn as
a'member of the Group of 77 countries. Mala}fs;a with ‘the hajority of her’
p&uple belonging ‘to thé Islamic-faith, also strengthéned her ‘economic tiés
 with'.other <Islamic ' nations during the décade. Malaysia and other “Islamic
nations participated actively in the, Orgamzatmn of Islamic .Conference to
-progressively. strengthen coopefation in the fields of trade, and financial and
technical. assistance. In~addition, Malaysia also mamta:ned good econodmic
relationship -with” other nations thmugh the. Commeonwealth and-countries
assoclated w1th the Colombo Plan.
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353. - Malaysia is an active- member of ASEAN, -a' community of nations
eemmﬂted to. promoting regional, economic, social and -cultural develop-
ment through regional ‘cooperation.. The ﬂrewth in intra-regional trade; the‘-
ﬂnwe of human and financial resources between ASEAN countries and the
bnght prospects for joint development. efforts encouraged greeter coopera-
fion between Malaysia and other members of ASEAN countries.- Malaysia’
aCtIVEl}F supported the 1n1p]en1entet1en of ‘complementary deve]eptnent pre—_"
]eets which weuld bring eeene-rme beneﬁte to-all member.countries.

VI SECURITY FRAMEWORK

'.354 “The maintenance. of peace -and security ‘within the enuntry e,nd the:
region -is of paramount importance to enable’the nation to progress and
prosper unhindered by uncertainty and threats tn its 'sovereignty. During the.
decade, despite international pnlztleel and economic instability and threete'
to ! dnmeetre peace by militant commiinism and anti-national ‘¢lements, . the:
nation ‘was able to weather successfully theeeF advérse developmeénts.. “The'
eeeunty forces, as well as other supporting security measures, were expanded.

-and strengthened te enntetn the threete tn the eeeunty end snverelgnt}f ef1
the nation. A

-353 An IHEFEESH‘]“’ number ef ‘vialayezane pert1e1peted in trnprnwng the.
security of. the nation and. public safety.-Service in the security. forces-was
‘open-to all Malaysians. Through recruitment frem a broad base, the Armed.
.Fereee brought together peep!e from different parte of the country, ehﬂ'erent'
ethnic groups and social origins. In . addition' to providing .security- and.
defence to the nation, the- security forces alsé provided valuable services
to;the community. In Sabah and Sarawak, the Armed Forcés assisted: in
-the opening up ‘of the - intérior of the-. states for development while in
_'-Penlneuler Malaysia, the Armed Forces constructed .bridges and supple-
rnented civilian ‘capacity in the. clearance of. land and the construction
of | buildings for accommodation, .the provision' of. medical and educational
‘services ‘and_improvements to leeel roads-and’ bridges. Complementary. to
‘the Armed Forces, the Rukun Tetangga scheme, RELA and the reserve
eempenent of the Armed Forces, were e:tpended dunng the’ decade,
jprev:dmg eeeunty to - the citizens.

ih ;'I £ . ; : |
135|6 Meteyele was also aetwety lnvnlved n; prnmetlng regional pehttea]-
'stability and creating a peaceful order for' the -Southeast :Asian. region
through ASEAN. In 1971 ‘Malaysia ‘initiated the!concept of the Zone of
‘Peace, Freedom and Neutraltt {ZOPFAN) for ther:reglnn Gremg insta-
'_bl]lt}’ in the neighbouring areas e-f the region towards the end of the decade,
resulted’ in a change in the regional power ennﬁguretlnn and created a:
.climate of . uncertainty. Malaysia also playeéd an active role,  through

ASEAN,. in finding a political solution to the security- preb]en]e of the
regten |
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VII. :CONCLUSION .

357. - “The institutional “framework: for ‘mation "building’ and ‘national unity:
has’ been expanded and - strengthened and- the. process towards- national
integration- has’ gained ‘momentum. Despite the progress achieved during
the’ de::ade much remains to. be.done. Malaysians with differing back-
erounds need to further identify themselves with the nation and cultivate a
a sense of pride.and belonging to the nation: They: need ‘to regard. their-
diversity as. a source.of strength and .take-advantage of the wisdom and
richness of their heritage: They should emphasise more ‘and. more on their
commonness in experiences and -in values .such ds tolerance, -goodwill,.
accommodation, mutual ‘respect, devotion to duty, loyalty to faxmly and
spirit of humlhty reinforced by- ‘the teachmgs of Islam and other ‘religions.

358 ‘The future generation of Malaysians will face challenges and problems
in" th&ll‘ efiorts towards nation building and the forging of national unity.
Deap-shatad psvchological feelings, attltudes sensitivities and perceptions of
individuals are susceptible to. emutmnal appe:als which c¢an-exacerbate the
pmb]ems inherent in a plural society. Extremist forces may -seek to under-
mine the institutional framework for fostering befter communal relations
between the different ethnic groups. Chauvinistic appeals to narrow sectional
interests may weaken .the progressive forces of greater socie-economic .and
cultural integration. Ineguitable economic 'demands by one gcroup may
lead to. a .feeling of deprivation and néglect among others, and efforts to
create a:just economic order will:not achieve the desired results. if individuals
do not respond to .new:' economic. opportunities and -strive towards self-
réliance. The elders, therefore,” have a profound duty to:exercise more
responsible leadershlp -and gurde: the young to.meet the challenges and
problems ahead'and to adopt values - consistent- with Rukunegara and the
realities of a plural society:.

152



	197_4th-Malaysia-Plan_Page_
	4
	5
	6
	7
	8
	9
	chapt2.pdf
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	12
	13
	14
	15
	16
	17
	18
	19
	20
	21

	chapt3.pdf
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15
	16
	17
	18
	19
	20
	21
	22
	23
	24
	25
	26
	27
	28
	29
	30
	31
	32
	33
	34

	chapt4.pdf
	001
	002
	003
	004
	005
	006
	007
	008
	009
	010
	011
	012
	013
	014
	015
	016
	017
	018
	019
	020
	021
	022
	023
	024
	025
	026
	027
	028

	chapt5.pdf
	001
	002
	003
	004
	005
	006
	007
	008
	009
	010
	011_
	012
	013
	014
	015

	chapt6.pdf
	001
	002
	003
	004
	005
	006
	007
	008
	009
	010
	011
	012
	013
	014
	015
	016
	017
	018

	chapt7.pdf
	001
	002
	003
	004
	005
	006
	007
	008
	009
	010
	011
	012

	chapt8.pdf
	001
	002
	003
	004
	005
	006
	007
	008


