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ITINERARY FOR JAPAN and MALAYSIA, June 4-13, 1978 

DATE . ·riME .· "Qvff 

Tillle 4 
Jun. 

June 5 
Mon. 

June 6 
Tues. 

June 7 
Wed. 

June 8 
Thurs. 

June 9 
Fri. 

June 10 
Sat. 

1015 1415 
1215 1715 
1315 1815 
1600 0200 

1200 2200 

1455 0555 

0730---0845 
0900---0945 
1000---1015 
1045---1100 
1100---1130 
1145--1215 
1245---1415 
1430---1515 

1530---1545 
1600---1630 
1645---1715 
1900 

0740---0755 
0805---0820 
0900---0925 
0945---1030 
1040---1130 
1200---1330 
1400---1440 
1515---1545 
1600---.1645 

Depart Washington (Dulles) 
Arrive Dallas/Fort Worth 
Depart Dallas/Fort Worth 
Arrive Honolulu 

Depart Honolulu 

Arrive Tokyo (Narita) 
Briefing 
Private dinner 

Breakfast w/Foreign Minister Sonoda 
Finance Minister Murayama 
Tokyo Office 
Briefing by Imperial Protocol Office 
The Emperor 
External Economic Affairs Minister Ushiba 
Luncheon hosted by Minister Ushiba 
President Ishihara Overseas Economic Cooperation 

Ftmd 
The Hotel 
Economic Planning Minister Miyazawa 
Agriculture Minister Nakagawa 
Dinner hosted by Minister Murayama 

Breakfast 
TV Interview (Studio 102), NHK 
Chainnan Sakomoto, NHK 
President Kashiwagi, Bank of Tokyo 
President Sumita, EximBank of Japan 
Chairman Doko, Keidanren 
Press Luncheon 
Prime Minister Fukuda 
Governor Morinaga, Bank of Japan 
Meeting with Japanese Economists 

1830---2030 Reception hosted by Mr. and Mrs. McNamara at 
Sakura-No-Ma 

1055 
1620 
1745 
1830 

1030 
1230 
1415 
1430 
1515 

1545 

2000 

Private dinner 

0155 Depart Tokyo 
0850 Arrive Singapore 
1015 Depart Singapore 
1100 Arrive Kuala Lumpur 

Award Ceremony 
Private lunch 
Courtesy call on YBM Minister of Finance 
Meeting at Treasury 
Courtesy call on YAB Deputy Prime Minister--to 

be confinned 
Courtesy call on YAB Prime Minister--to be 

confinned 
Award dinner 

REMARKS 

BN007 B727 nonstop 

BN501 B747 nonstop 
Kahala Hilton Hotel 

JL071 B747 nonstop 

Imperial Hotel 

Kitcho Restaurant 

Fukudaya Restaurant 

Nippon Kisha Club 

Imperial Hotel 

JL711 DC8 nonstop 

SQ112 B737 nonstop 
Hilton Hotel 



DATE TIME CMT 

-Ttme 11 0900 
.. m. 0945 

1000 

1030 

1100 
1215 
1245 
1400 

1415 
1515 
1530 

1615 
1645 
1700 

1800 
2000 

June 12 0800 
)fl. 0845 

0915 

1015 

1045 
1105 
1205 ' 
1220 
1240 
1400 
1445 
1500 
1530 
1545 
acJOO · 

June 13 0545 .2215 
Tues. 

0755 0025 

1100 1800 
1255 ' 1955 
2105 0105 

- 2 -

RBvfARKS 

Fly to Kota Bharu w/Finance Minister Executive Jet ?28 
Arrive Pengkalan Chepa, Kota Bharu--to be 

received by YBM Menteri Besar Kelantan and 
senior Government officials 

Visit to Family Planning and Health Training 
Centre at Kota Bharu 

·Visit to main Health Centre/Family Planning 
Unit, Tendong 

Visit to Desa Clinic, Gelang :Mas, Pasir Mas 
Rest at Istana Telipot (Guest Palace) 
Lunch by YAB Menteri Besar Kelantan 
Fly from Padang Dato Perdana to Mengkebang-- by helicopter 

project of State Land Development Board 
Arrive Mengkebang 
Depart for Tanah Merah 
Arrive Tanah Merah and visit North Kelantan 

project area 
Aerial view of North Kelantan project area 
Arrive Kota Bharu 
Briefing at Operations Room, Kelantan State 

Secretariat · 
Rest at Istana Telipot 
Barbeque by YBM Minister of Finance 
Overnight in Kota Bharu Istana Telipot 

Depart Kota Bharu for Alor Star 
Arrive Alor Star--to be received by YAB Menteri 

Besar Kedah 
Depart airport for 1-1ADA Headquarters for 

briefing on Mllda project, RISDA project, and 
National Minor Watenvorks project 

Visit to Agricultural Development Centre area at 
Kuala Sungai (Kawasan Pusat Kemajuan Petani) 

Depart for Jitra · 
Visit RISDA project area at Jitra 
Depart Jitra for State Guest House 
Arrive State Guest House · 
Lunch by YAB Menteri Besar 
Aerial view of MADA project area 
Fly to Kota II Pump Station project area 
Arrive at Kota II Pump Station 
Depart Kota II Pump Station for Butterworth 
Depart for Kuala Lumpur Executive Jet 28 
Dirmer by YAB .Deputy Prime Minister or by 
- Chief Secretary to the Cabinet · 

Depart Hotel for Subang Airport 
Depart Kuala Lumpur 
Arrive Singapore 
Depart Singapore 

Arrive San Francisco 
Depart San Francisco 
Arrive Washington (Dulles) 

Executive Jet F28 

PA006 B747 HoLg Kong 
12CS/1345 

UA058 DC8 nonstop 

CKW 
June 2, 1978 
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B. AIRPORT STATEMENT 
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D. LIST OF CABINET MEMBERS AND BIOGRAPHICAL DATA 

E. TOPICS FOR DISCUSSION 

1. ·Malaysia's Growth Strategy 
2. Malaysia's Poverty Eradication Program 
3. Malaysia's Restructuring Policy 
4. The Outlook for Petroleum Revenues 
5. Dr. Mahathir's Trip to Attract Foreign Investment 

F. REFERENCE MATERIAL 
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3. Economic Survey and Overview Chapters on Economy from 

Proposed Book of Essays on Malaysia 
4. External Debt and Assistance 
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1. Statement of Bank Loans and IFC Investments 
2. Projects in Execution 
3. Prospective Bank Operations 
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H. UNDP ACTIVITIES 
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J. DOCUMENTATION RELATING TO AWARD CEREMONIES 

1. Citation and BackgroWld on Tun Razak Foundation 
2. Ac~eptance Speech 
3. Obituary of Tun Abdul Razak 
4. C. V. 's of Tun Abdul Razak' s wife - Tun Rahah - and of Lord 

Suffian (Chai'rman of the Tun Razak Foundation) 
5. C.V.'s of Other Awardees 

a. Tunku Abdul Rahman 
b. Vice Chancellor Ungku A. Aziz 

JC. DOCUMENTATION RELATING TO FIELD TRIPS 

1. Bank-Financed Irrigation in Northern Kelantan 
2. Malaysia's Family Planning Program ' 
3. The MUDA Irrigation Project 
4. The Kota II Small-Scale Irrigation Scheme 
5. The Kedah Rubber Smallholder Area 

/ 
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Mr ~ Robert S . McNa.ma:ra 
Mrs 6 McNamara 

. Other menbers of the delegation: 

Mr . Wi lliam D. Clark 

· Mr. S. Shahid Hus~n 

Mr ~ Leslie Hel.I'rers 

Mr e Joseph Goldberg 

Mr e Koch Weser 

- President of World Bank 

- Vice-President, External Relations 

Vice-President, East Asia and Pacific · 

Chief, Division D 

- Projects Department 

- Personal Secretary to 
Mr. Robert S. McNamara 

. .. 
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FRIDAY, JUNE 91 1978 

1830 

1915 

Evening 

Arrive at Subang International Airport by SQ 112 
from Singapore. 

Leave Airport for Kuala Lumpur Hilton. 

Free 

t 
4 
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SATURDAY, JUNE 10, 1978 

0940 · ·- ~~~~~ave Kuala Lumpur Hilton for Dewan Tunku Chancellor: 
University of Malaya. 

1005 Arrive at Dewan Tunku Chancellor, University of Malaya. 

1030 Award Cereroony. 

1230 Private Lunch. 

1400 Leave Kuala Lumpur Hilton for Istana Negara. 

1430 Audience with 1heir Majesties Yang Di Pertuan Agong 
and Raj a Permaisuri Agong. 

1500 Leave Istana Negara for Kuala Lumpur Hilton. 

1545 Leave Kuala Lumpur Hilton for Ministry of Finance. 

1600 Courtesy call on the Honourable Minister of Finance. 

1615 Dialogue session at the Operations Room. 

1730 

1~~~ 

2000 

Leave Ministry of Finance for Kuala Lumpur Hilton. 

Leave Kuala Lumpur Hilton for Hotel Equatorial. 

Dinner by Tun Abdul Razak Foundation at Hotel Equatorial. 

t 
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SUNDAY, JUNE _. ll, 1978 

0840 

0900 

0945 

1000 

1100 

1150 

1230 

1240 

1315 

1400 

1430 

1520 

1550 

1620 

1700 

1720 

1820 

1950 

2000 

Leave Kuala Lumpur Hilton for RMAF Base. 

Leave RMAF Base for Kota Bharu. 

Arrive at Pengkalan Chepa, Kota Bharu. 

Courtesy call on the Honourable Menteri Besar Kelantan. 

Visit Health Centre/Family Planning Unit, Ketereh. 

Visit Farmers Developrrent Centre, Ketereh. 

Leave Ketereh for Istana Telipot. 

Arrive at Istana Telipot. 

Lunch by the Honourable Menteri Besar of Kelantan at 'Ihe 
Royal Club. 

Leave Padang Dato Perdana by helicopter to State Land 
Deve loprrent Scheme, Batu Mengkebang. 

ArTive at State Land Development Scherre, Batu Mengkebang. 

Leave Batu Mengkebang by helicopter for aerial view of 
North Kelantan Project Area. 

Arrive Kota Bharu and leave for Padang Rokma, Wakaf Baru 
to visit 21 (Training and Visit) Developrrent Project. 

Arrive at Padang :~~~:-; c.W.~fif~· 

Leave Padang Rokma, Wakaf Baru for Kota Bharu. 

Arrive Kota Bharu for dialogue session at the Operations 
Room, Kelantan. 

Leave for Istana Telipot. 

Leave Istana Telipot for Palm Manor. 

Barbeque by the Honourable Minister of Finance. 
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MONDAY, JUNE 12 1 1978 

. 0745 

0800 

0845 

0915 

1110 

1120 

1145 

1200 

1230 

1345 

1400 

1.445 

1545 

1605 

1615 

1700 

1730 

1800 

Leave Istana Telipot for Pengkalan Chepa, Kota Bharu. 

reave Pengkalan Chepa, Kota Bharu for Alor Star, Kedah. 

Arrive at Kepala Bat as Airport, Alor Star. 

Leave Airport for Muda Agriculturzl ~veloprent Authority 
(MADA) Headquarters for briefing on:-

i) MUDA project 

ii) National Small-Scale Irrigation Project 

iii) RISDA Project 

Leave MADA Headquarters for Farmers ~veloprnent Centre, 
Kuala Sungai. 

Arrive at Fa.nrers ~ve lopment Centre, Kuala Sungai. 

Leave Farrrers Levelopment Centre, Kuala Sungai for the 
Honourable Menteri Besar's Residence. 

Arrive at the Honourable Menteri Besar's Residence. 

Lunch by the Honourable· Menteri Besar of Kedah. 

Leave for Kepala Batas Airport, Alor Star. 

Leave Airport by helicopter for aerial view of MUDA 
project area. 

ArTi ve at Kampong Padang Baling. 

Leave Kampong Padang Baling for Tikam Batu, Kota II. 

Arrive at Tikam Batu, Kota II and leave for Kota II 
Pump Station by car . 

Arrive at Kota II Pump Station. 

Leave Kota II Pump Station for Butterworth. 

Arrive at Butterworth and leave for Kuala Lt.urpur by F28. 

Arrive at RMAF Base, Kuala illmpur. 

t 
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MONDAY, JUNE 12, 1978 (Continued) 

1805 

1945 

2000 

Leave RMAF Base for Kuala I.un:pur Hilton. 

Leave Kuala Lumpur Hilton for Sri Taman. 

Dinner by the Honourable Prime Minister at Sri Taman. 

t 
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TUESDAY, JUNE 13, 1978 

0545 

0615 

0755 

Leave Kuala Lumpur Hilton for RMAF Base. 

Leave RMAF Base for Singapore. 

Leave Singapore for United States by PA 006. 



PROGRAt·1'1E FOR MRS I NCNAl''lARA 

. .. 
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SATURDAY JUNE 10, 1978 

0940 ) . 
) 

1500 ) 

1515 

1530 

1615 

1630 

1715 

1730 

. 1950 ) 
) 

2000 ) 

As per the prograiJITE for Me. McNamara. 

Leave Kuala Lumpur Hilton for Se1angor Pewter, Jalan 
Genting Kelang, Setapak, Kuala Lumpur. 

Arrive at Selangor Pewter. 

Leave Se langor Pewter for Muzium Negara, Kuala Lumpur. 

Arrive at Muzium Negara. 

Leave Muzium Negara for Kuala Lumpur Hilton. 

Arrive at Kuala Lumpur Hilton . 

As per the prograi11ll2 for Mr. McNamara. 

t 
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SUNDAY JUNE 112 1978 

0840 ) 
) 

1700 ) 

1720 

. 1820 

1950 ) 
) 

2000 ) 

As per the programne for Mr. McNama.ra. 

Arrive Kota Eharu and leave for Che Mina.h Songket and 
Batik Factory, Penambang, Kota Bharu . 

Leave for Istana Telipot. 

As per the programne for Mr. McNamara. 

t 
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MONDAY JUNE 12, 1978 

0745 ) 
) 

0800 ) 
) 

0845 ) 

0855 

0910 

0915 

lCXX> 

1030 

1055 

1100 

1150 

1200 

1230 

1345 

1400 ) 
) 

2CXX> ) 

A.p per the progral111l2 for Mr. McNamara. 

Leave Airport for the Honourable Menteri Besar's 
Residence. 

Leave the Honourable Menteri Besar' s Residence for Muzitm1 
Negeri at Lebohraya Darularnan. 

Arrive at Muzium Negeri. 

Leave Muzium for Wisma Negeri to visit:-

i) Balai Besar 

ii) Balai Nob at 

iii) Masj id · Zahir 

Visit Pekan Rabu. 

Leave Pekan Rabu for Sultanah Asma Secondary School. 

Arrive at Sultanah Asma Secondary School. 

Leave Sultanah Asma Secondary School for the Honourable 
Menteri Besar's Residence. 

Arrive at the Honmurable Menteri Besar's Residence. 

Lunch by the Honourable Menteri Besar of Kedah. 

Leave for Kepala Bat as Airport, Alor Star. 

As per the programme for Mr. McNamara. 

t 
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PROGRAM FOR MR. McNAMARA'S STAY IN MALAYSIA 

Saturday, June 10 1/ 

10:00 a.m. 

10:30 

12:00 

1:00 p.m. 

Awardees arrive at university . 

The awards ceremony will begin 

The awards ceremony will be completed and will be followed 
by a brief coffee and cake reception 

There will be a lunch hosted by the US ambassador for Mr. McNamara. 

In the afternoon there will be a courtesy call on the Minister of Finance; 
courtesy call on the Prime Minister; and briefing by the Deputy Prime 
Minister and the officials of the Economic Planning Unit. ~/ 

8:00 

Sunday, June 11 

9:30 a.m. 

10:30-11:00 

11:00-11:30 

Dinner in honor of awardees 

Fly to Kota Bharu with Minister of Finance 

Briefing by Director General of the National Family 
Planning Board 

Briefing on the North Kelantan project 

11:45-12:00 p.m. Visit rural health and family planning clinic 

12:30 

2:00-4:30 

Evening 

Monday, June 12 

8:00 a.m. 

8:45 

12:30 p.m. 

2:00-4:00 

4:00 

Evening 

Lunch hosted by Chief Minister (Menteri Besar) of Kelantan 

Visit North Kelantan project area 

Barbecue hosted by Minister of Finance 

Fly to Butterworth 

Fly 3/ from Butterworth to Kota II pumping station, Muda II 
area-and rubber smallholders 

Lunch hosted by Chief Minister (Menteri Besar) of Kedah 

Further field visits to smallholder area 

Fly back to Kuala Lumpur 

Dinner hosted by either Prime Minister or Deputy Prime 
Minister 
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Tuesday, June 13 

5:45 p.m. Leave Hilton Hotel for Subang Airport 

6:15 Depart for Singapore 

11 During afternoon of June 10, while Mr. McNamara will be meeting with 
the Malaysian Prime Minister and others, the Government proposes to 
show Mrs. McNamara the museum, and a batik and pewter factory. 

~/ Governor of Central Bank will not be present as he is in Europe 
attending the Annual Meeting of the Bank for International Settlements 
in Basle. 

~/ By helicopter to each area to allow more time for discussions. 

N.B. Executive jet will be available for travel within Malaysia. 
Very probably, this jet will also ~e avai~able to fly 
Mr. McNamara and his party from Singapore to ¥uala Lumpur on 
June 9 and back to Singapore on June 13. 

(2) TV coverage probable throughout trip. 



9. 00 a.m. 

9~ 15 a.m. 

9.20 a.m. 

9. 30 a.m. 

10.00 a.m. 

10.07 a.m. 

10.27 a.m. 

10.34 a.m. 

5tp#f"b· 
~~7~ 

~ ~ ~ ~ tM:q"'n~.,t~:_b 7 Z ~ 
::!Lt.Jt -~ .,_. ~ 

Invited guests take their respective positions. 

Arrival of Mr. Robert s. McNamara at MADA Headquarters, 
Telok Chengai. 

Received by Y.B. Dato' Syed Nahar Shahabuddin, Chairman 
of MADA and introduced to Members of Board of Directors 
of MADA, Heads of Government DeparbDeDts, Senior Officials 
of MADA and Chairmen of 27 Muda Area Farmers' Associa­
tions. 

Into Operation Room. 

Welcoming Speech by Y .B. Dato' Syed Nahar Shahabuddin, 
Chairman of MADA. 

Briefing by Mr. Syed Ahmad Almahdali, General Manager 
of MADA. 

Question time on briefing by General Manager of MADA. 

!- Snack served _7 

Briefing by Mr. Cheong Chup Lim, Deputy Director General, 
Drainage and Irrigation Deparbnent (D.I.D.) 

Question time on briefing by Deputy Director General 
of D.I.D. 

Briefing by Dr. Mohd. Nor bin Abdullah, Chairman/ 
Director General of Rubber Industry Smallholders 
Develo_pment Authority (RISDA). 

Question time on briefing by Chai~an/Director General 

of RISDA. _::!!: ~A.----f=:!!:~r ~ -
Souvenir presentation by Y.B. Dato' Syed Nahar 
Shahabudd , Chairman MADA. ~ 

~ p_. 

t 



11.10 pagi 

11.20 pagi 

11.45 pagi 

Bertolak ke Pusat Kemajuan Pe1adang I-II MADA, Kuala 
Sungai me1a1ui Jalan Ampang-Jajar Pasang-Surut. 

Tiba di Pusat Kemajuan Peladang 1-11. 

Disambut oleh Ketua Bahagian Pertanian MADA, dan 
Pengerusi Persatuan Peladang 1-I1. 

Diperkenalkan kepada Ahli-Ahli Lembaga Pengarah 
Persatuan Peladang 1-11 dan Pegawai-Pegawai Pusat 
Kemajuan Peladang 1-11. 

Melawat 

(i) Pejabat Pusat Kemajuan Pe1adang. 

(ii) Projek-Projek Persatuan Peladang. 

(iii) Pamer an alat-alat dan jentera- jentera ladang. 

Penyampaian Cenderamata oleh 
Pengerusi Persatuan Peladang 1-I1. 

Bertolak ke Kediam&n Y.A.B. Menteri Besar Kedah di 
Mentalon melalui Jalan Putera. 

Pejabat Pengurus Besar, 
Lembaga Kemajuan Pertanian Muda, 
Te1ok Chengai, 
Alor Setar. 

Bertarikh 8hb. Jun, 1978. 

. \. 



11.10 a.m. 

11.20 a.m. 

11.45 a.m. 

• ' J 
Leaves for Farmers' Development Centre (FDC), 
Locality I-II MADA, Kuala Sungai via Tidal Barrage route. 

I ... 

Arrives at FDC Locality I-LL. 
c 

• I 

Received by Head of Agricultural Division of MADA and 
Chairman of Farmers' Association (FA), Locality I-II. 

Introduced to Members of Board of Directors of the FA 
and Officials of the FDC. 

Visit -

(i) FDC Office. 

(ii) FA Projects. 

(iii) Display of farm Lmplements and machineries. 

Souvenir presentation by 
Chairman of F.A. Locality I-II. 

Leaves for the Menteri Besar's Residence at Mentalon 
via Jalan Putera. 

Office of the General Manager, 
Muda Agricultural Development Authority. 
Telok Chengai, 
Alor Se tar. 

Dated 8th June, 1978. 





MR. - .M~NAMARA'~ ARRIVAL STATEMENT 

MALAYSIA 

I am very pleased to be in Malaysia again. I was here seven 

years ago to gain firsthand knowledge of the efforts you were 

making to build a better life for the people. I have come again 

to observe the impressive progress you have made since my last 

visit to your beautiful country -- and al8o to receive 

together with Tunku Abdul Rahman, Malaysia's first Prime 

Minister, the interna~ional award of the Tun Abdul Razak 

Foundation. I am deeply grateful for the houor the Foundation 

has conferred on me. 

· The World Bank has had a long and frqitful association with 

Malaysia. In nearly y ~rs, t ~ ~~h!s le~ about US$900 , ~~ 
S5"lJ~ 2'~ ~ ~ ~ ~s~ . 

million to 0 development projects. ~ uch of t e ·1 · 
lending--so~e 42%--has been for agriculture and rural development; ­

The emphasis · on this vital sector reflects a belief we share with 

you that agricultural and rural development can bring the fruits 

of developm~nt to the very poor. 

My brief stay will include visits to some of the agricul­

tural and rural . evelopment projects with which the Bank has been 

associated. I also iRtend to hold discussions .w-i th JOUr 
A 

and look forward to meeting your Prime Minister, the Deputy 

Prime Minister, the Minister of Finance and other officials. I 

hope, thereby, to gain a deeper understanding of your efforts to 

reach the goals that you have chosen. The World Bank is proud 

to be associated with this effort and will continue to offer its 

assistance •. 

- 0 -
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bd~round · nolE__.. Malaysia 
deportment of state * january l976 

GEOGRAPHY 

Malaysia occupies the southern half 
of the Malay Peninsula and the north­
ern quarter of the neighboring island 
of Borneo. The two parts are separated 
by about 400 miles of the South China 
Sea. • 

West Malaysia, the mainland, has an 

PROFILE 

Geography 

AREA: 128,553 sq. mi. (slightly larger 
than N. Mex.). CAPITAL: Kuala Lumpur 
(pop. 500,000). OTHER CITIES: Penang, 
lpoh. 

People 

POPULATION: 12.1 million (1975 est.). 
ANNUAL GROWTH RATE: 2. 7%. DEN-

area of about 51 ,000 square miles. A 
range of steep forest-covered moun­
tains runs north and south along the 
center of the peninsula, flanked on the 
east and west by coa'stal plains. West 
Malaysia shares a land border with 
Thailand in the north and is separated 
from Singapore in the south by the 
narrow Johore Strait. About 80 per-

dark blue field in the upper left corner. 

Economy 

GNP: $8.7 billion (1974 est.). ANNUAL 
.GROWT~: 6%. PER CAPITA 
INCOME "$715. PER CAPITA GROWTH 
RATE:4 . 

AGRICULTURE: Labor 59%. Land 
12%. Acres per capita 0.8%. Products­
rubber, palm oil, timber, cocoa, rice, 
pepper, pine. 

INDUSTRY: Labor na. Products-steel, 
Y: 80 pe~. mi. ETHN~ROUPS: automobiles, electronics. 

Malay, 36 o Chinese, 1 o Indian, NATURAL RESOURCES: Tin, oil, cop-
rs. RELI S: Muslim, du, Bud- per, timber. 

dhist, Christian. LANGUAGES: Malay, TRADE: Exports-$4.5 billion (1974): 
Chinese dialects, English, Tamil. LIT- natural rubber $1,283 million, tin $673 
ERACY: 50%. LIFE EXPECTANCY: 63 _......million, timber and logs $652 million, palm 
yrs. ~ oil $482 million. Partners (1973)-Singapore 

Government 

TYPE: Parliamentary democracy under a 
constitution~narch. INDEPENDENCE: 
August 31, 957. CONSTITUTION: 1963. 

BRAN : Executive-Paramount 
Ruler (Chief of State), Prime Minister (Head 

· of Government), Cabinet. Legislative­
bicameral Parliament (58-member Senate, 
154-member House of Representatives). 
Judicial-Federal Court, High Courts. 

POLITICAL SUBDIVISIONS: 13 States. 
POLITICAL PARTY: National Front 
(Barisan Nasional). SUFFRAGE: Universal 
adult . . 

FLAG: 14 horizontal red and white 
stripes with a yellow crescent and star on a 

(23%), Japan (18%), US (11%). Imports­
$4.37 billion (1974): machinery, transport 
equipment, chemicals, manufactured goods. 
Partners (1974)-Japan (21.2%), UK (9.7%), 
us (9.3%). 

OFFICIAL EXCHANGE RATE: M$2.49 
= US$1 (Nov. 1974 floating rate). 

US AID RECEIVED: Total-$22.3 mil­
lion (1974): P.L. 480, $100,000; Peace 
Corps, $3.2 million; military assistance cred­
it sales, $18.8 million; military assistance 
program grants, $200,000. 

MEMBERSHIP ·IN INTERNATIONAL 
ORGANIZATIONS: UN, Asian Develop­
ment Bank (ADB), ASEAN, Five-Power 
Defense Arrangement, British Common­
wealth. 

OFFICIAL NAME: Malaysia 

cent of the area is covered by tropical 
jungle, the rest by extensive rubber 
plantations and other agricultural 
holdings. The coastline in the west is 
largely mangrove and mud flats with 
infrequent bays and other indenta­
tions. The east coast is a continuous· 
stretch of sand and surf bordered by 
tropical vegetation. The total coastline · 
is more than 1 ,200 miles long. 

East Malaysia consists of the States 
of Sarawak and Sabah (formerly North 
Borneo). It shares the island of Borneo 
with the provinces of Indonesian 
Kalimantan. Sara~ak, with its capital 
at Kuching, is about 500 miles long 
and a maximum of 15 0 miles wide 
with a total area of nearly 48,000 
square miles. A broad, frequently 
swampy coastal plain, crossed by a 
number of wide rivers, merges into the 
jungle-covered hills and mountains of 
the interior. Sabah has an area of 
about 29,000 square miles. Its narrow 
coastal plain gives way to a 
mountainous, jungle-covered interior 
culminating in Mount Kinabalu, the 
highest peak in Malaysia at 13,455 
feet. The capital of Sabah is the 
seaside city of Kota Kinabalu (former­
ly J esselton). 

The average daily temperature 
throughout Malaysia varies from about 
70° F to 90°F, although in the higher 
elevation areas temperatures are lower 
and more variable. Malaysia experi­
ences annually a southwest and a 
northeast monsoon. Annual rainfall 
averages 100 inches although it varies 
considerably in different locations and 
from year to year. 

The stripes in Malaysia's flag rep­
resent the equal membership of the 13 
States in the federation and the Fed-
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eral Government. The dark blue stands 
for the unity of the Malaysian people 
and the star for unity of the States. 
The crescent symbolizes Islam. Yellow 
is the color of royalty. 

PEOPLE 

Population distribution is uneven; 
most of the people live in West 
Malaysia. About 45 percent of the 
people are under 15 years of age. 

Malaysia has a polyglot population 
composed of several ethnic groups, of 
which the Malays are the single largest 
group. They are predominantly rural 
and control much of the political and 
social life of the country. They are 
Muslims and speak the Malay language. 

Thirty-six percent of the popula­
tion are Chinese whose ancestors came 
to Malaysia during the late 19th and 
early 20th centuries. The Chinese are 
mainly urban dwellers and, by virtue 
of their predominate role in trade, 
business, and finance, possess a great 
deal of Malaysia's economic power. 
They speak a variety of Chinese di­
alects (Cantonese, Hakka, Hokkien, 
Teochew, and others); educated Chi­
nese also speak Mandarin. The major­
ity are Confucianists, Taoists, 
Buddhists, and Christians. 

Malaysians of Indian descent make 
up 10 percent of the population. Their 
ancestors came from India, Pakistan, 
and Ceylon, primarily as laborers on 
rubber plantations around the turn of 
the century. Descendants of Hindus, 
Buddhists, and Muslims, they continue 
to speak various Indian languages 
(Tamil, Punjabi, and Sinhalese). 

Although non-Malay indigenous 
tribal peoples comprise only 8 percent 
of the total population, they make up 
more than half the population of 
Sarawak and about two-thirds that of 
Sabah. The non-Malays are divided 
into several ethnic groups and inhabit 
distinct territories, but they share 
some general patterns of living and 
culture. Until the 20th century most 
were animists, but a great number have 
since become Christians. 

About 60-70 percent of the people 
of Malaysia speak Malay, with wide 
differences in facility. English is 
widely used in government and busi­
ness. Literacy rates range from 25 
percent in 'East Malaysia to more than 
50 percent in West Malaysia. Some of 



the indigenous peoples of East Malay- peninsular Malaysia in 1948. The 
sia and the aboriginal peqple of West British colonies of Singapore, Sarawak, 
Malaysia have adopted elements of the and Sabah (North Borneo) joined the 
Malay culture and Islam. Otherwise Federation of Malaya to form Malaysia 
there has been limited cultural assim- on September 16, 1963. The Sukarno 
ilation among the various ethnic government of Indonesia objected to 
groups. The Chinese, Malays, and the formation of Malaysia and con­
Indians, while considering themselves ducted a program of "confrontation" 
Malaysians, tend to maintain their own against the new State which included 
cultural identities. They do, however, · economic, political, diplomatic, and 
develop ties through association in military offensives. This "confronta­
educational, sporting, and cultural or- ~ tion" continued through Singapore's 
ganizations. withdrawal from Malaysia on August 

9, 1965, and ended only after the fall 

HISTORY 

The early Buddhist Malay kingdom 
of Srivijaya, based in east Sumatra, 
d"ominated much of the Malay Penin­
sula from the 9th to the 13th cen- . 
turies. The powerful Hin 

-:~~~-::-~ 
of Majapahit, based o J av , gamed 
~hoi 6T the Malay Peninsula in the 
14th century. The conversion of the 
Malays to Islam, beginning in the early 
part of the 14th century, was acceler­
ated with the rise of the state of 
Malacca under the rule of a Muslim 
prince. 

The arrival of the Portuguese in 
Malacca in 1511 marked the begmning ·' 
of European expansion in this area as 
the power of the sultanates declined. 
The~oathe Portuguese from 
Malacca in 641 and in~ were 
replaced in h by the~ who 
had occupied Penang in 1786. 

Sir Thomas Stamford .~ 
founded a British settlement at Singa­
pore in 1819. In 1826 the settlements 
of Malacca and Penang were combined 
with Singapore to form the Colony of 
the Straits Settlements. In the 19th 
and early 20th centuries the British 
concluded treaties establishing protec- ' 
torates over the nine Malay States on 
the peninsula. Four of these States 
were consolidated in 1895 as the 
Federated Malay States. 

West Malaysia, then known as 

of the Sukarno regime in 1966. Rela­
tions between Malaysia and Indonesia 
have subsequently become very cor­
dial. 

After World War II the local Com-
munists, almost all Chinese, expanded 
their influence and made plans for an 
armed struggle. A "state of emer­
gency" was declared in June 1948, and 
a long and bitter guerrilla war ensued. 

The "emergency" ended in 1960 as 
Malaya, in partnership with the United 
Kingdom, gained the distinction of 
being one of the few countries in the 
world to control a larg~scale Com­
munist uprising. However, what re­
mained of the Communist force re­
grouped in Southern Thailand and 
over the years was able to rebuild its 
strength. In the past few years, small 
bands of Communist guerrillas have 
once again been encountered in the 
northern portion of West Malaysia, 
and in light of Communist successes in 
Indochina appear to have renewed 
their efforts. However, government 
forces are apparently well in control of 
the situation. A small-scale Communist 
insurgency in the East Malaysian State 
of Sarawak has also been contained, 
and in 1973-74 skillful government 
counter-guerrilla activities resulted in 
the surrender of most of the insurgents 
there. 

GOVERNMENT 

Malaya, enjoyed a century of prosper- The country has a constitutional 
ity with the gradual establishment of a monarchy, nominally headed by the 
well-ordered system of public admin- Yang di-Pertuan Agong, or Paramount 
istration, extension of public services, Ruler. The Ruler is elected for a 5-year 
and development of large-scale rubber . term by the Sultans of nine States of 
and tin production. This perio~ West Malaysia from among their own 
interrupt eo by the Japanese invasion members. He performs the duties of a 
and occupation from 1942 to 1945. constitutional monarch and is the 

The Federation of Malaya was es- leader of the Islamic religion for Ma­
tablished from the British territories of laysia. 

TRAVEL NOTES 

Qimate and Clothing-Tropical, except 
in the highland resort areas. Light cloth­
ing should be worn. 

Customs-Tourist visas may be obtained 
upon arrival. Business . visitors should 
have valid visas issued by Malaysian 
authorities (or British authorities where 
Malaysia has no representative of its 
own). AU must have inoculations against 
smallpox and cholera. 

Health-Kuala Lumpur is generally free 
from most diseases commonly associated 
with the Far East. Tap water from the 
municipal water system is considered 
safe. The use of malaria suppressives at 
all times is recommended. Children and 
young adults should also be inoculated 
against diphtheria and polio. 

Telecommunications-Telephone service 
to the US is available 24 hours a day 
and, except for the Christmas season, 
requires no advance booking. Telegraph 
service is also available. 

Transportation-The modern Subang In­
ternational Airport is 12 miles from 
Kuala Lumpur, and many daily flights 
connect the capital with Singapore, 
Bangkok, and Hong Kong. Daily train 
service connects Kuala Lumpur with 
Penang, Singapore, and Bangkok. Bus 
transportation is available. Taxis are 
metered and fares are reasonable. Traffic 
moves on the left. 
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Executive power is vested in the 
Cabinet, led by the Prime Minister, the 
leader of the political party that wins 
the most seats in a parliamentary 
election. The Cabinet is chosen from 
among the members of Parliament and 
is responsible to that body. 

The bicameral Parliament consists 
of a Senate and a House of Represen­
tatives. Of the 58 members of the 
Senate, 26 are elected by universal 
adult suffrage (two from each State) 
and 32 are appointed by the Yang 
di-Pertuan Agong. All sit for 6-year 
terms. Representatives of the House 
are elected in single constituencies by 
universal adult suffrage. The 154 mem­
bers in the House of Representatives-
114 from the States of West Malaysia 
and 40 from the States of East Malay­
sia-are elected to maximum terms ·of 
5 years. Legislative power is divided 
between· Federal and State legislatures. 

The Malaysian legal system is based 
on English common law. The Federal 
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indication of the material published on 
this country. The Department of State 
does not endorse the specific views in 
unofficial publications as representing 
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Politics. New York: New York 
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Houghton-Mifflin, 19 67. 
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Nation. London: Frank Cass & 
Co., 1974. 
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Berkeley: University of Califor­
nia Press, 1967. 
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Malaya. New York: Oxford Uni­
versity Press, 1968. 
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Religion, Society and Politics in 
a Malay State. Kuala Lumpur: 
Oxford University Press, 197 4. 

Roff, William R. Origins of Malay 
Nationalism. New Haven: Yale 
University Press, 1967. 

Wang Gung-wu. Malaysia. New 
York: Praeger, 1964. 

Court, the highest court in Malaysia, 
reviews decisions referred from the 
High Courts and has original jurisdic­
tion in constitutional matters and in 
disputes between States or between 
the Federal Government and a State. 
West Malaysia and East Malaysia each 
have a High Court. 

The Federal Government has au­
thority over external affairs defense 
internal security, justice' (except 
Islamic and native law), Federal cit­
izenship, finance, commerce, industry, 
communications, transportation, and 
other matters. The States of East 
Malaysia enjoy guarantee of States' 

rights with regard to immigration, civil 
service, and customs matters. 

The heads of the 13 States in 
Malaysia are titular rulers. Effective 
executive power in the States rests in 
the hands of the Chief Ministers. ·The 
Chief Ministers and the members of 
their State cabinets are selected from 
the State legislatures and operate 
under a parliamentary system. 

Principal Government Officials 

Paramount Ruler-Yahya Petra ibni 
Sultan Ibrahim 

. Prime Minister; Minister of Defense; 
Minister of Finance; Minister for 
Coordination of · Public Corpora­
t.ions-Datuk Hussein bin Onn 

Other Ministers 

Foreign Affairs - Tunku Ahmad 
Rithauddeen 

Communications-Tan Sri V. 
Manickavasagam 

Trade and Industry-Dato Hamzah bin 
Abu Samah 

Labor and Manpower-Dato Lee San 
Choon 

Agriculture and Rural Development­
Inche Ghafar bin Baba 

Transport and Public Works-Datuk 
Haji Abdul Ghani Gilong 

Health-Tan Sri Lee Siok Yew 
Lands, Mines, and Special Functions­

Datuk Haji Mohamed Asri 
Home Affairs-Tan Sri Ghazali Shafie 
Information and Special Functions; 

General Planning and Socio­
economic Research-Dato Abdul 
Taib bin Mahmud 

Local Government and Environment­
Tan Sri Ong Kee Hui 

Primary lndustries-Dato Musa bin 
Hit am 

Welfare Services-Puan Hajjah Aishah 
Ghani 

Power, Technology, and Research­
Tuan Haji Mohamed bin Ya'acob 

Culture, Youth and Sports-Dato Ali 
bin Haji Ahmad 

Education- Dr. Mahathir bin 
Mohamed 

Law and Attorney General-Tan Sri 
Abdul Kadir bin Yusoff 

Housing and New Villages-Inche 
Michael Chen 

Chairman of PETRONAS-Tengku 
Tan Sri Razaleigh 

Minister Without Portfolio-Inche 
Mohamed Khir J ohari 

Charge d'Affaires to the U.S.-Inche 
Anaitullah Karim 

Charge d'Affaires to the U.N.-Inche 
Agit Singh 
Malaysia maintains an Embassy in 

the United States at 2401 Massa­
chusetts Ave., NW., Washington, D.C. 
20008. . 

POLITICAL CONDITIONS 

The principal political force in 
Malaysia for many years was the Alli­
ance Party, a coalition of parties re­
presenting the three major ethnic 
groups of the country-the United 
Malays National Organization, the Ma­
laysian Chinese Association, and the 
Malayan Indian Congress. Several legal 
opposition parties exist. Communist 
parties are not legal. 

The Alliance provided stable and 
effective government for the former 
Federation of Malaya, and its enlarged 
successor, the National Front, contin­
ues to perform ~ion for 
Malaysia today. The Alliance scored an 
impressive victory in the elections of . 
1964 and, together with its counter­
parts from East Malaysia, held more· 
than a two-thirds majority in the 
House of Representatives. 

The 1969 election showed a gain of 
strength by opposition parties in West · 
Malaysia. This election was not com­
pleted in East Malaysia, however, be­
cause of the eruption of racial dis­
orders in the Kuala Lumpur area on 
May 13, 1969, which led to a tem­
porary suspension of parliamentary 
democracy and the postponement of 
elections in East Malaysia until July 
1970. At that time the Alliance parties 
won a thorough victory in both East 
Malaysian States. 

With the suspension of parliamen­
tary democracy in 1969, a "National 
Operations Council" (NOC) was 
created, composed of nine members 
headed by the Deputy Prime Minister, 
and given full power to restore normal 
~nditions in the country. 

Normal parliamentary government 
was restored in February 1971, al­
though certain "sensitive" topics may 
no longer be discussed in public or in 
Parliament. 

The presently governing National 
Front (Barisan Nasional) was formed 
in 1973 and includes both members of 



the Alliance Party as well as former 
opposition parties. The National Front 
was successful in all of the States in 
the general elections of August 197 4, 
winning better than 70 percent of the 
popular vote. Of the 154 seats in the 
House of Representatives, 135 are held 
by the National Front and 19 seats by 
three opposition parties. 

Following the death of Prime Minis­
ter T!J.n {\bdul ~az~ i!!_London in 
January--'I~ty Prime Minister 
Datuk Hussein bin Onn became Prime 
Ministe~th Malaysian 
constitutional processes. 

ECONOMY 

Malaysia has one of the most im- . 
pressive economies tn Asia, thrrd only 
to Japan and Singapore. Main factors 
contributing to this gro\Vlh in the past 
have been the expanding level of in­
vestment, increased production of ex-

port commodities, and a healthy at­
mosphere for domestic and foreign 
private investment. The rate of private 
investment, for example, was over 9.5 
percent of the GNP in 1973. The 
~ort. sector is critica~ the econ­
omy; it represents over~ercent of 
GNP. 

Malaysia's financial position is 
sound. Its foreign exchange reserves 
are sufficient to finance about 5 
months of retained imports at current 
levels. Annual debt service payments 
represent a relatively low percentage 
of total export earnings. Exports of 
four major commodities-rubber, tin, 
timber and logs, and palm oil­
constitute over two-thirds of gross 
export earnings. 

In 197 5 Federal Government rev- · 
enues totaled $1.9 billion; ordinary 
expenditures reached $2 billion, and 
developmental expenditures surpassed 
$760 million. The deficit, which after 

National Mosque andParliament 'Building (background) in Kuala Lumpur 
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various adjustments totaled $857 mil­
lion, was financed by domestic bor­
rowing supplemented by borrowing 
$300 million from abroad. 

Agriculture and Natural Resources 

The predominant sector of the Ma­
laysian economy is agriculture. In re­
cent years it accounted for about 30 
percent of the GNP, provided employ­
ment for about 50 percent of the 
economically active population, and 
contributed around 55 percent to Ma­
laysia's export earnings. Agricultural 
production increased 5 .4 percent in 
1974. 

Natural rubber continues to be the 
most important contributor to the 
Malaysian economy. In 1974 it ac­
counted for about 30 percent of gross 
export receipts and a little over 17 
percent of the GNP. Lower than aver-

J 
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age rubber prices and demand caused a · 
drop in rubber export earnings com­
pared to previous years. In order to 
stabilize its natural rubber earnings, 
.the government is considering a rubber 
price stabilization and buffer stock 
scheme. The Rubber Research Insti-

Industry 

Malaysia historically has been an 
importer of manufactured goods, con­
centrating its energy on the export of 
raw materials. Before independence 
only a few local industries were devel­
oped, and engineering industries were 

I 

tute of Malaya has continued its excel- limited to repair work and the man-
lent work in developing better, more ufacture of spare parts. After inde­
productive rubber trees and more pendence in 19 57 the government 
economic methods of collecting and promoted industrialization to provide 
processing the latex. Malaysia's natural employment for the rapidly expanding 
rubber is in a good competitive posi- labor force and to protect the econ-
tion compared with synthetic rubber, omy from an excessive dependence on 
an~ tollowing a slump in 1 Y74, current exports of primary commodities. Now 
pn~es (1975) are good. ~mong the 'manufacturing is a rapidly growing 
mam purchasers of Malaystan rubber factor in the economy. Its contribu-
in recent years have been the United tion to GDP r 13.4 percent in 
States, the United Kingdom, the 1970 to nea ~ 18 ercent in 197 3. 
U.S.S.R., the Federal Republic of Ger- Industrial pr uctio increased 11.3 
many, . and the People's Republic of percent in 19 the previous 
China. 

Malaysia re~ the world's lead­
ing exporter o~ and its hardwood 
~s also a leading foreign ex­
~ earner. 

The government has adopted a 
policy of diversification of economic 
activities with emphasis on the agricul­
tural sector. It has emphasized, with 
success, cultivation of the oil palm, 
and Malaysia is now one of the world's'" 
largest producers of palm oil. 

Malaysia also produces large quan­
tities of_Eepper_ (from Sarawak) and · 
coconut products. A government pro­
gram of price supports and production 
subsidies is f~ed to increase the 
production o ric West Malaysia n~w 
wduces about 0-8~ 0~ 
,Yearly rice needs. East Malaysia, how­
ever, relies greatlY on imports for its 
requirements. 

Petroleum production has in­
creased, and Malaysia hopes to develop 
its exports of petroleum to a signif­
icant level in the future. The govern­
ment has set up a National Petroleum 
Compan~~~' which is au­
thorized under the terms of the Petro­
leum Development (Amendment) Act, 
1975, to acquire effective control of 
foreign companies through the is­
suance of management shares. Pending 
resolution of negotiations with 
PETRONAS by foreign companies, 
new exploration and production have 
come to a virtual standstill. 

year. 
The government has an aggressive 

strategy of industrial development 
which encourages foreign interest and 
participation. Several government or­
gans have been established to assist 
domestic and foreign investors as well 
as to furnish equity and participate in . 
ownership of selected industries. 

Development Programs 
The economic development pro­

grams of Malaysia devote large sums to 
the planting of higher yield rubber. 
The government is also committed to 
the diversification of its economy to 
reduce its heavy dependence on rubber 
and tin and the uncertainties of the 
world market price for these two 
commodities. The government has en­
couraged agricultural diversification, 
land settlement programs, and rural 
development. 

In 197 5 the government continued 
to pursue its New Economic Policy, a 
policy of eradicating poverty in gen­
eral and bettering the relatively poorer 
economic position of the Malay por­
tion of the population. Development 
expenditures in recent years have ex­
ceeded $500 million annually. This 
policy is expected to be continued 
under the third Malaysian plan · 
(1976-80). 

U.S. Trade and Investment 

In 1974 Malaysia's exports to the 

United States totaled $636 million, 
principally tin ($201 million), rubber 
{$139 million), palm oil ($59 million), 
and wood ($14 million). Imports from 
the United States amounted to $430 
million, mainly machinery and trans­
port equipment {$205 million), chem­
icals {$53 million), and manufactured 
goods ( $48 million). 

The United States is among the 
leading sources of foreign private in­
vestment in Malaysia. Current esti­
mates place U.S. private investment at 
more than $461 million in fields 
ranging from oil exploration and tim­
ber processing to the manufacturing of 
textiles and sophisticated electronic 
components. Prospective investors in 
Malaysia now should take into account 
the 1975 Industrial Coordination Act, 
which requires manufacturing com­
panies in Malaysia to obtain a license · 
from the government. It is likely that 
the act will be used increasingly to 
insure the employment of indigenous 
Malay citizens (bumiputra) in man­
ufacturing and other hrms. 

FOREIGN REL • IONS 

In world affairs Malaysia has moved 
toward a nonaligned posture in recent 
years by expanding relations with the 
U.S.S.R. and Eastern European coun­
tries and by establishing ties with 
North Viet-Nam, North Korea, and the 
P.R.C. At the same time Malaysia has 
also maintained close and cordial rela­
tions with Western countries, partic­
ularly its traditional allies-Britain, 
Australia, and New Zealand. 

As a former British possession, it 
participates actively in the British 
Commonwealth. It is also a member of 
the United Nations and its major 
specialized agencies. 

Support for regional cooperation is 
one of the main elements of Malaysian 
foreign policy, and Malaysia has 
played .. a very active role in the Asso­
ciation of Southeast Asian Nations 
(ASEAN) from its inception in 1967. 

In recent years the Malaysian Gov­
ernment has advocated a concept of 
Southeast Asian neutralization as a 
goal for the countries of the region, 
calling for the eventual creation of a 
zone of "peace, freedom, and neutral-

t 



ity" in the region which would be 
recognized or guaranteed by the major 
powers. The proposal contemplates 
the withdrawal of foreign military 
bases from the region when they are 
no longer required for regional secu­
rity. 

While relying for external security 
primarily on its own defense forces, 
Malaysia is also a member of the 
Five-Power Defense Arrangement 
(with Britain, Australia, New Zealand, 
and Singapore). Designed to succeed 
the former defense role of the British 
in the Malaysia/Singapore area, the 
Five-Power Defense Arrangement ob­
ligates members to consult in the event 
of external threat and provides for the 
stationing of Commonwealth .forces in · 
the area. Under this agreement Aus­
tralian air units are presently stationed 
in Malaysia. 

U.S.-MALAYSIA RELATIONS 

The United States welcomed the 

formation of Malaysia in 1963 and has 
maintained diplomatic relations ever 
since. Malaysia's helpful efforts to 
contribute to stability in Southeast 
Asia, the growth of U.S.-Malaysian 
economic ties, Malaysia's role in 
A SEAN, its self-reliant drive to devel­
op its economy while combating two 
Communist insurgencies, and its par­
ticipation in the Five-Power Defense 
Arrangement are in harmony with U.S. 
policy and form a solid basis for 
U.S.-Malaysian friendship. 

The two governments have engaged 
in close consultations on the matter of 
U.S. programs for ·the disposal of 
surplus strategic stockpiles of tin and 
rubber. The United States has consist­
ently sought to carry out its stockpile 
disposal programs in a way that would 
avoid serious effects on the economy 
of Malaysia and other producing coun­
tries. 

U.S. friendship and support for the 
Malaysian developmental effort are 
demonstrated through the Peace Corps 
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program, a Public Law 480 (Food for 
Peace) program, a military assistance 
program which provides training for 
Malaysians in the United States, a 
Fulbright educational exchange pro­
gram initiated in 1963, and a cultural 
exchange program. The United States 
also seeks to promote U.S. trade and 
investment in Malaysia to the benefit 
of both countries. 

Principal U.S. Officials 

Ambassador-Francis T. Underhill, Jr. 
Deputy Chief of Mission-Robert 

Dillon 
Political Affairs Officer-Frank 

Bennett 
Economic Affairs Officer-Dawson 

Wilson 
Public Affairs Officer (USIS)- Hayries 

Maloney 

The U.S. Embassy in Malaysia is 
located in the A.I.A. Building, Jalan 
Ampang, Kuala Lumpur. 
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This section includes summary C.V.'s of the 

persons Mr. McNamara is likely to meet, and a list of 

Cabinet members followed by their biographical data. 
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MALAYSIA 

BIOGRAPHIC DATA 

- Prime Minister 

in Johore Bahru, Malaysia. Son of Datuk Onn, Founder -
President of UMNO (principal Malay political party), remembered from the 
early 1950s as the main advocate of a multinational society. Married to 
the sister of the late Prime Minister's wife. Six children. 

Primary and secondary schooling in Singapore and Johore Bahru. Graduated 
in 1941 from India Military Academy, served in Middle East part of the 
time in the Intelligence Service. Returned to Malaya in 1945 with 
British Army and joined Police Force. Entered Malaya Civil Service 
1950. Became U}lliO Youth Leader. Left Malaya in mid-fifties to study 
law in the United Kingdom. Practiced law in Kuala Lumpur until 1969, 
when he was elected to Parliament, rejoined UMNO and then entered 
Cabinet as Minister of Education. Became Deputy ~rime Minister and 
Minister of Trade and Industry in 1973. Personally intervened ~o 
resolve the deadlock over the oil franchise between foreign oil•companies 
and the Government. Able executive. Unity of his political party has 
been threatened by aspiring political leaders but thus far he has been 
able to maintain control. · 

bin Mohammad - De ut Prime Minister 

December 20, 1925 in Alor Star, Malaysia. Married to Dr. Hasnah 
Three sons and two daughters. Educated at Halay School, 

Seberang Perak; Sultan Abdul Hamid College, Alor Star; and University 
of Malaya, Singapore where he obtained a M.B.B.S. degree in 1953. 

Held many important positions in polit}cal, social and business fields. 
A member of the UMNO Sup;r:eme Council, Chairman of Anti-T.B. Kedah, 
President of Kedah Malay Chamber of Commerce, and Chairman of Food 
Industries of Malaysia Sdn. Berhad (F.I.M.A.). Was appointed the 
Minister of Education on September 6, 1974, and was chosen by Datuk 
Hussein Onn as the Deputy Prime Minister in 1976. 

Author of the book, "~,"which he wrote in 1969 after 
he was expelled from urmo because- of his criticism of Malay leadership. 
The book is banned in Malaysia. 



Tengku Tan mzah - Minister of Finance 

Born in 193 , · ota Bhar u, Malaysia, where he has a strong political 
power base. Grad~ted ~n 1959 from the Queens University, Belfast. An 
economist by training. Headed several agencies including Bank Bumiputra, 
PERNAS, and PETRONAS, all of which have a mandate to promote Malay 
economic interest. In spite of his very tough stand with foreign 
companies, however, Tengku Ra~aleigh is of the opinion that foreign 
capital is an important investment source for Malaysia. 

Minister of Finance since March 5, 1976, when he succeeded the present 
Prime Minister, Datuk Husseln Onn. At age 41, he is the youngest member 
of the Cabinet as well as the youngest Mi~ister of Finance in the 
history of Malaysia. Some people believe he is a prospective Prime 
Minister. 

Tan Sri ISMAIL bin Mohamed Ali - Governor of Bank Negara (Central Bank) 

Born in 1918 in Port Klang, Malaysia. Trained in economics at Trinity 
Hall; Cambridge (1938-41), and in law at Middle Temple, London, (1941-43), 
qualifying him as a Barrister-at-Law. After receiving his degree, 
worked in the Treasury, the Ministry of Commerce and Industry, and the 
Embassy of Malaysia in Washington. 

Governor of Bank Negara since 1962. A regular delegate to Bank/Fund 
ann~al meetings and a key contact for economic and financial missions. 
Known as a cautious and conservative financier. As a senior member of 
the National Development Planning Committee (NDPC), the highest economic 
p~licy making organ of the Government, he exerts a strong influence on 
all aspects of the country's economic policies. Supported the Bank's 
efforts to raise·Malaysia's proposed investment level in the Third 
Malaysia Plan. 

In addition to his duties as Governor of Bank Negara, Tan Sri Ismail is 
Chairman of the Malaysian Industrial Development Finance Board (MIDF), a 
development bank with extensive Government participation. IFC is 
participating in the equity capital of MIDF, as well as holding a 
loan. 

.· 
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PRIME MINISTER 

DEPUTY PRIME MINISTER AND 
MINISTER OF EDUCATION 

TRADE AND INDUSTRY 

LABOUR AND MANPOWER 

COMMUNICATIONS 

~ LAW AND ATTORNEY GENERAL 

MALAYSIA CABINET 

1978 

Datuk Seri Hussein bin Onn 

Dr. Mahathir bin Mohammed 

Datuk Haji Hamzah bin Haji Abu Samah 

Datuk Lee San Choon 

Tan Sri Datuk V. Manickavasagam 

Tan Sri Abdul Kadir bin Yusof 

SCIENCE, TECHNOLOGY AND ENVIRONMENT Tan Sri Datuk Ong Kee Hui 

HOME AFFAIRS Tan Sri Muhammad Ghazali bin Sbafie 

TRANSPORT &~D WORKS Datuk Haji Abdul Ghani bin Gilong 

NATIONAL LAND DEVELOPMENT AND Datuk Haji Mohamed Asri bin Haji M~da 
FEDERAL TERRITORY 

WELFARE SERVICES Puan Hajjah Aishah binti Abdul Ghani 

PRI~ULRY INDUSTRIES Datuk Musa bin Hitam 

FOREIGN AFFAIRS Y.M. Tengku Ahmad Rithaudeen bin Tengku Ismail 

PUBLIC ENTERPRISES Datuk Mohamed bin Yaacob 

HOUSING AND VILLAGE DEVELOPMENT Michael Chen Wing Sum 

FINANCE Tengku Tan Sri Datuk Razaleigh Hamzah 
... ·. ~ 

CULTURE, YOUTH AND SPORTS Datuk Abdul Samad bin Haji Idris 

LOCAL GOVERNMENT AND FEDERAL Tuan Hassan Adli bin Haji Arshad 
TERRITORY 

HEALTH Tan Sri Lee Siok Yew 
~ 

AGRICULTURE Datuk Ali bin Haji Ahmad 

INFORMATION Datuk Amar Haji Abdul Taib bin Mahmud 



WHO'S WHO IN MALAYSIA 

THE PRIME MINISTER 
AND · MINISTER OF 

OF MALAYSIA, 
DEFENCE 

DATUK SERI HUSSEIN BIN ONN SMJ., SPMJ., O.K. (Johor), SPCM., SSIJ. 

Datuk Hussein Onn is the son of late Datuk Onn 
bin jaafar, the first President of U.M.N.O. and a former 
Menteri Besar of Johore. Aged 54 Datuk Hussein was 
educated in English College, Johore Bharu. He is married 
to Datin Suhaila, the second daughter of Tan Sri Mohd. 
Noah, the f:rst elected Speaker of Parliament. They 
have four daughters and two sons. _He joined johore 
Military Forces as a Cadet. Later he had military train­
ing at the Military Academy at Dehra Dunn, India. 
After that he joined Indian Army - the 19th Hyderabad 

Regiment. 

In 1942 he saw action in Egypt and later in Syria, 

Palestine and Iraq. Thereafter durinii the war he ~erved 

with the Intelligence Branch of Military H.Q., New Delhi. 
He was attached to Civil Affairs (Malaya) Section. He 
was seconded to Malayan Police Recruiting and Training 
Centre at Rawalpindi as an instructor. Captain Hussein 
left ~adras in the second wave of invasion forces in 
the middle of 1945. After arrival in Malaya, he was 
sent to Johore Bharu as Commandant of Police Depot. 

Datuk Hussein joined his father when he formed 
the Peninsular Malay Movement and later the U.M.N.O. 
He was the first U.M.N.O. Secretary-General and Head 
of the U.M.N.O. Youth Division at the age of 28. 
During the early years of the Emergency he was a 
captain in the Johore Military Forces. It was during 



WHO'S WHO IN MALAYSIA 

th is period that Datuk Hu~sein raised, organised and 
trained 10,000 Kampong Guards. It was after this that 
he became more seriously involved in politics. 

On demobilisation, Captain Hussein joined the Mala/ 
Administradve Service and served in Kuala Selangor and 
Klang as an A.D.O . In 1950 he was appointed a Federal 
Councillor. He was also a mEmber of Jo hore State 
legislative and Executive Councils. While serving as a 
member of lntergrity Services Comm ission, he decided 
to leave for London to study Law at Lincoln's Inn. He 
passed his Bar. finals in 1958. 

On his return from london Datuk Hussein rejoined 
U.M .N.O. in 1964 and was appointed a member of 
Executive Committee in June, 1969 and re-elected in 
January, 1971. In the May, 1969 general elections he 
won easily in Johore Bharu. Timur Parliamentary Con­
stituency. At U.M.N.O.'s General Meeting in 1972, Datuk 
Hussein was elected as one of the Vice-Presidents and 

. on August 8, 1973 -he was elected _ Deputy Presiden~ of 
U~M . N.O. at its Supreme Council meeting. 

Datuk Hussein was ret~J,rned unopposed in Sri Gading, 
Johore in the 1974 General Elections. He was re­
elected U.M.N.O. Deputy President for a three-year 
term on June 21, 1975. 

A MAN OF DESTINY 

Datuk Hussein became Minister of Education in Malay­
sian Cabinet in September 19.70. He was appo inted the 
Deputy Prime Minister of Malaysia in a major Cab inet 
reshuffle announced by Tun Abdul Razak on August 
13, 1973. He also held the Trade and Industry poi'tfolio. 
Before he became the Minister of Education he was a 
partner in a legal firm in Kuala lumpur. 

·Twice in his life Datuk Hussein has been summoned 
to higher duty in times of grave national tragedy -
first when he was chosen to be the Deputy Prime 
Minister when Tun Ismail died in 1973 and again in 
January, 1976 with the passing away of Tun Razak. 
Thus he has proved h1mself as a man of destiny. 

A leader of integrity, honesty and devotion to duty 
he. said when he was appointed Deputy Prime Minister, 
.. What af~er all is high office~ It only means greater 
responsibilities. What are we fod People didn't give 
us power to satisfy our personal wants. They expect 
us to help. This trust you must discharge .... .. " 

On another occasion he observed: "There is no nobler 
thing to do than to serve your country. What higher 
ambition can a man have~" 

His ideals, his principles and his philosophy are 
outlined in these words: '.' If I am trusted and if a rn 
asked to serve and if the country wants me, I will not 
refuse · at whatever cost to me. But to scramble for 
office at whatever cost~ No.'' 

He is al so quoted as having said, "I would rather be 
politically unpopular th an fail in my duty. What is 
one's political futu re compared to one's responsibility, 
Recent events prove that he sticks to this principle at 
all times . 

Speaking to reporters after a meeting of the UMNO 
Supreme Council meeting on December 11, 1976, Datuk 
Hussein emphasised that "differences of ,opinion expressed 
by various UMNO leaders do not mean that the party 
is not stable or that the country is shaky". 

The Prime Minister, who is the acting President of 
UMNO, said there was no crisis in the party. It was 
only natural that there should be differences· of c.pm1on 
among UMNO members. "If UMNO is in crisis, I should 
be the first to be worried. My head would be the first 
to roll. There would have to be more serious indications 
in the present situation to show that UMNO was facing 
a crisis . 

"In a democracy where there was freedom of expres­
sion, th~ members were free to air their views. And in 
a big political organisation like U.MNO, it was natural 
that there should be divergent views. If UMNO members 
were to remain silent, then it could be misconstrued 
that the acting President was pract1s1ng dictartorship 
among party members," he added. 

Datuk Hussein has shown statesmanship of a high 
order in dealing with several cruciaJ issues since he 
-became Prime Minister, so much so that today there is 
supreme confidence· in his leadership. As Tunku Abdul 
Rahman Putra · AI-Haj, our former Prime Minister said, 
"He has shown that he has the courage to do what he 
thinks is good for the country." But what is more 
significant is the confident assertion of the Tunku that 
.. Datuk Hussein Onn will definitely survive. As U.M.N.O. 
becomes stronger he will have all the support he needs." 

A SPECIAL. HONOUR 

Indeed every loyal Malaysian wishes and prays that 
he will continue to be at the helm for many, many 
more years. 

Intensively interested in helping those in need, he 
has served in various welfare_ organisations. He is now 
the President of the Malaysian Association for the Blind. 
He was awarded the S.P.C.M. ( Dato Seri Paduka Cura Si 
Manja Kini ), the highest civilian award by the Sultan of 
Perak in his birthday honours list in August, 1976. 

He was given the special honour of being the first 
person since the late 1950's to have a citation read 
before he received the Datoship from -the Sultan of 
Perak. Recreation: Golf. 

Address: Prime Minister's Department, Jalan Datuk 
Onn, KualcC Lumpur. 
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DEPUTY PRIME 
MINISTER OF 

MINISTER AND 
EDUCATION 

DR. MAHATHIR BIN MOHAMMAD, M.B.B.S. 

Dr. Mahathir bin Mohammat. was born on December 
20, 1925 in Alor Star, Kedab. Married Dr. Has na h binti 
Al1, they have three sons and two daughters. He was 
educated at Malay Sch ool, Seberang Perak, Sultan Abdul 

·Hamid College, Alor Star and University of Malaya. 
Singapore where he obtained a M.B.B.S. degree in · 
1953. Dr. Mahathir worked with Govern ment for a 
year as Houseman and for three years as M.O. in Alor 

Star, langkawi and Perlis. 

Dr. Mahathir first became active in politics in 1945 
when he joined various organisations among which were 
the Kes~tuan Melayu Kedah, Sebe.rkas, Kesatuan Pemuda 
Melayu Kedah and later the UMNO. 

He resigned in 1957 to go into private practice. In 
1964 stood for election. He became Member of Parlia­

ment for Kota Setar Selatan. In 1969, stood again and 
lost. In 1974, took part in the Elections as a Barisan 
Nasional Candidate and was returned unopposed in the 
Kubang Pasu Parliamentary Constituency. 

In 1973 he was appointed a Senator. Also in 1973 
he was appointed the Chairman of FIMA Sdn. Bhd. 
He was a Malaysian delegate to the U.N. in 1965. 
Attended Harvard Seminar on International Affairs in 

1967. He was a member of the Supreme Council of 
UMNO 1965-69. 

Throughout his public life Dr. Mahathir has shown 
keen interest in education and has followed the develop· 
ment and progress of higher education in the country. 

He was appointed the Chairman of the first Higher 
Education Council in 1968 and in 1972 he was appointed 
a member of the Higher Education Advisory Council. 

He was also appointed member of the University 
Court ahd University of Malaya Council and in April, 
1974 he was appointed Chairman of the Universiti Ke­
bangsaan Council. 

Dr. Mahathir has held many important pos1t1ons in 
political social and business fields. He is a member of 
the UMNO Supreme Council, Chairman of Anti-T.B. 
Kedah, Preside~t of Kedah Malay Chamber of Commerce 
and Chairman of Food Industries of Malaysia Sdn. Berhad, 
( F.I.M.A.). 

ELECTED VICE-PRESIDENT 

Expelled from UMNO 1969-72. He was re-admitted 
in 1972 and re-elected a .member of the Supreme Council 

of UMNO. At .the UMNO General Assembly on june 
21, 1975 he was elected one of three Vice-Presidents 
defeating five other candidates. He was .the Chairman 
of Anti-T.B. Assn. of Kedah in . 1957; Chairman of Child 
Welfare Cou.ncil, Kedah Branch since 1971. 

He was appointed the Minister of Education on 
September 6, 1974. He was chosen by Datuk Husseir. 
Onn as the Deputy Prime Minister in 1976. 

Speaking at the opening of a guidance and leadership 
course in Shah Alam on December 13, 1976, Dr. Mahathir 
said the future of the Malays depended much on the 
changing of their attitude to a positive one and the ability 
of their children to acquire knowledge. "We need 
knowledge to take part · in politics, in commerce and 
industry and in religion. · And in all these fields we 
need the right and positfve attitude to help encourage 
us in our efforts to attain our objectives." 

Recreation: Handicraft and Boat building. 



IVIINISTER OF TRADE AND INDUSTRY 

DATUK HAJI HAMZAH BIN HAJI ABU SAMAH., SMK., SIMP., SPIK. 

Y.B. Datuk Haji Hamzah was born on january 1, 1924 
in Pekan. Datuk Haji Hamzah is the second son of 
Datuk Abu Samah who ret ired from Pahang Civil Service 
as State Secretary. Educated at Malay School in Kajang. 
Selangor, Datuk Hamzah had his early education at Malay 
School in Kajang, Selangor, and completed his seco nd ary 
education at Malay College, Kuala Kangsar . He proceed­
ed on a Pahang State Government Scholarship t o Brita in 
in 1950 and was cal!E'd to the Bar of England in 1953 
after becoming Member of the Honourable Society of 

Grey's Inn. 

Datuk Hamzah is married to Datin Hajjah Zainun 
binte Datuk Hussein. a sister of th e late Prime Minister, 
Tun Abdul Razak AI Haj . Datuk Hamzah has served as 
Magistrate, President of the Sessions Court, Deputy 
Public Prosecutor, State Legal Adviser - and finally as 
Chief Registrar of the Federal Court. He was returned 
unopposed to Parliament for the constituency of Raub 
in a by-election in 1968 and again in the 1969 Gen~ral 

Elections. On Oct. 31. 1967, following his by-election 
success, Datuk Haji Hamzah was sworn in as an Assis­
tant Minister (Home Affairs). He was made Minister 
for Information and .Broadcasting, after his victory at 
Raub in the May 1969 General Elections. Later he was 
appointed Mir.ister for Culture, Youth and Sports. 

Datuk Hamzah was appointed the Minister of Defence 
in a major Cabinet reshuffle on August 13, 1973. 

Datuk Hamzah represented Pahang and Kedah in cric­
ket and played for Pahang in the Malay Cup Football 
Tournament. He is President of Olympic Council of 
Malaya. He was re-elected unopposed at the Council's 
meeting in Sept., 1976 on Malaysian Cricket Assn. of 
which he has been President for eight years running. the 
Malaysian Lawn Tennis Association and Vice-President 
Football Associations of Malaysia and Selangor of which 
he has been Vice-President for eleven years . He was 
~lected to the Executive Council of Asian Games Federa­
tion in August, 1972. He was- also elected to four 
committees of International Football Federation ( FIFA). 
He was re-elected a member of UMNO Supreme Council 
in June, 1975. 

MINISTER OF LABOUR AND MANPOWER 

DATUK LEE SAN CHOON, S.P.M.J., K.M.N.·, M.P. 

Datuk Lee San Choon was born on March 24, 1935, 
in Pekan, Pahang. Had his early education at Pekan 
Sultan Ahmad School", Pahang and later at English College, 
Johore Bahru. He worked as Welfare Officer. Depart­
ment of Social Welfare, Personnel Officer, Malayan 
Weaving Mills Limited, and was Executive Secretary, 

Alliance Headquarters. 

In 1959 he stood for General Elections in Kluang Utara 
Constituency and was returned. Was again returned in 
the 1964 and 1969 General Elections in Segamat Selatan 

Constituency. 

Datuk Lee was Political Secretary to Tun Tan Siew 
Sin and appointed Parliamentary Secretary in Ministry of 
Labour on July I, 1965, and Assistant Minister for Special 
Funct ions May 21, 1969. Acted as Minister of Labour 
on several occasions dtJring the absence of the Minister. 
He was Asst . Minister of Labour and Manpower before 
becoming Deputy Minister' of Communications. He was 
appointed Minister with Special Functions on June 5, 

1973. Da.tuk Lee was appointed the Minister of Tech­
nology, Research and Co-ordination of New Villages in 

Cabinet resh uffle 13, 1973 . He 

ber of the All ian ce Executive Council. He is Chairman 
of Malaysian Multi-Purpose Co-operative Society, Mem­
ber Working Team 

flit t'13rd -s y , ..,.. .~..... .. . ... ~~~~~-,~~~~""-!tit~:~· 
1948 



MINISTER OF COMMUNICATIONS 
TAN SRI DATUK V. MANICKAVASAGAM, PMN., SPMS., JMN., PJK., MP. 

Tan Sri Datuk V. Mariikavasagam has bee n in Malaysia n· 
Cabinet for eleven years run ni ng . He is now one of t he 
senior Ministers. For a period during the suspens ion of 

_ Parliament and the N.O.C control of the CQuntry, Tan 

Sri Manickavasagam held dual cabinet portfolios - those 
for Labour and Transport (Acting). 

Tan Sri Manikavasagam was born in Kuala Selangor on 
October 4, 1926. He was educated at the High School, 
Klang and began life as a businessman and landed 
proprietor. 

Later he entered politics and wa_s elected to the Klang 
seat of Parliament in the 1959 general elections. Tan 
Sri Manickavasagam was re-elected ""'tiona! President 
of the Malaysian Indian Congress in May, 1975. He is 
a founder member of the Alliance National Council. 
He was elected unanimously as President when Tun 
Sambanthan resigned at the end of june, 1973. · He 
successfully contested the Klang parliamentary consti­
tuency seat in 1964 and in 1969. 

He has the unique distinction of being the first Malay­
sian to be elected as the President of the International 
Labour Organisation ( I.LO.) based in Geneva, Switzer­
land. He Jed the Malaysian delegation to several con­
ferences of the I.L.O. in Geneva and these climaxed with 
his appointment as its President in june 1970. 

He went on a goodwill tour of five African countries. 
and made another tour later of other African countries. 
He was the leader of Malaysian delegation to U.N. 
General Assembly in September 1967. 

MINISTER OF LAW AND A TIORNEY GENERAL 
TAN SRI .ABDUL KADIR BIN YUSOF, P.M.N., S.P.I.K., S.P.M.J., P.j.K., B.J .K., A.D.K. 

Tan Sri Abdul Kadir bin Yusof, P.M.N ., S.P.I.K., 
S.P.M .j .• P.j.K., B.j.K. A.D.K. _:Attorney General Malaysia 
and Law Minister of Malaysia. He is the first Malaysian 
to become the Attorney General. Born on September 
10, 1918 in Muar, he is married to Puan Sri Dr. Fatimah 
binti Hashim, the fo r mer Minister of Welfa re Services, 
Malaysia. They have six childre n. They are the first 
couple in Asia to serve on the Cabinet of a ny coun try in 
Asia at the same time . 

He was educated at Raffles College, Singapore ( Diplo­
ma in Arts) and Lincoln's Inn, London. Coming from a 
poor family he ad mits, he had bee.[l assited t hro 

his school career by scholarships awarded by the Govern· 
ment . 

Tan Sri Kadir was in the johore Civil Service 1942-50; 
Magistrate in Johore until 1953 when he left for U.K. 
to study Law - Called to the Bar in 1955, he was 
appointed a Magistrate in Perak 1955-57; D.P.P., Perak, 
1957-59; Legal Adviser, Kedah/Perlis 1959~62; Solicitor· 
General of Federation of Malaya 1963. Later he became 
the Attorney General. He retired in April 1969. He 
was appointed a Senator in june and a member of the 
Cabinet the same time. Tan Sri Kadir has rer't'ed on 
various committees and boards. He is now the Chair­
man of the Advisory Committee ·of Gerakan Belia Empat 
( 4B Malaysia) which has a membership of more than 
70,000 youths of all races. He has toured the worJd 
with his wife and visited important centres of learning · 
and of interest especially in the Middle East. He attended 
the International Conference on Human Rights at Can­
berra in 1963, the Commonwealth Law Ministers' Con­
ference in London, 1965, the Afro-Asian Legal Con· 
sultative Committee in Baghdad in 1964 the fourth 
Commonwealth and Empire Law Conference ·in New 
Delhi, january 6-13, 1971; Afro-Asian Legal Consultative 
Committee meeting in Colombo, january 1971. Elected 
Vice-Chairman of the Committee for 1971. Also attend· 
ed 13th Session of Asian African Legal Consultative 
Committee at Lagos January 19-26, 1972. Asian African 
Consultative Committee Conference in New Delhi january 
10-17, 1973 and Commonwealth Law Ministers' Conference 
in London, january 15-19, 1973. 

Address: Attorney-General's Chambers, State Secre­
tariat Building, Kuala Lumpur. 



MINISTER OF SCIENCE, TECHNOLOGY AND ENVIRONMENT 
TAN SRI DATUK ONG KEE HUi, P.M.N., P.N.B.S., P.j.I.K., M.P. 

Oatuk Ong Kee Hui, P.N.B .S .. M.P. was born on Aug. 
19, 1914, Kuching. m. Wee Bee Siok. Educated at St. 
Thomas School·, Kuching; $t. Andrew's School, S'pore; 

College of Agriculture, Serdang, Malaya. Mem::,er of 
Parliament since 1963. Datuk Ong was with the Depart­
ment of Agriculture from 1936-1964. He was Chairman 
and Managing Director of Geoblit Seafoods and Processing 
Bhd., .United Eorneo Enterprises and Tropical Seafoods 
(Sarawak) Sdn. Bhd. till 1971; Chairman, Board of 
Governors of St. Thomas's School, Kuching. Datuk Ong 
was appointed member Kuching Municipal Council in 

1953; and in Council Negri from 1955 to 1956; He 
represented KMC in Council Negri and Supreme Council 

1956-63. 

Datuk Ong was Chairman Sarawak United People's 
Party and President of Kuching Municipal Council from 
1960 to 1965. Datuk Ong attended Colombo Plan Con­
sultative Committee in 1962; Commonwealth Parliamen­

ta ry Assn. Conference in Lon~on in I 961. He was the 
Chief Delegate 18th ECAFE, Tokyo in 1962; 14th Meeting, 

Colombo Plan Const. Com . 1962 in Melbourne; Chief 
De legate ECAFE/FAO conference Bangkok 1962; Delegate 
Trade Promotion Manila 1963 and Delegate to 17th 
Session ECAFE conference New Delhi 1961. He was 
conferred P.N.B.S. ( Panglima Negara Bintang Sarawak) 

by H.E. Governor of Sarawak, 1970. 

Datuk Ong visited U.K., Europe, Philippines, Thailand, 
India, Japan', Australia and Canada. He was elected 
President of Eastern Regional Organisation for Housing 
& Planning and led Malaysian delegates to conference 
of Eastern Regional Organisation for Housing and Plan­
ning in Seoul 1972. He was also the leader of Malaysian 
delegation to 22nd Meeting of Colombo Plan Consulta­
tive Committee in New Delhi 1972. Datuk Ong was 
appointed Pro-Chancellor of University of Agriculture 

in July, 1973. 

Datuk Ong was Minister of Technology, Research 
and Local Government when he was appointed Minister 
of Local . Government and Housing in a Cabinet reshuffle 
on Aug. 13. 1973. He was made a Tan Sri by H.M. 
the Yang Dipertuan Agung on his birthday on June 4, 
1975 HE: is the Chairman of National Library Fund 
Raising Committee. He is also President of Huang Tai 
Chi Society. He was awarded the fourth honorary dan 
Tai Chi Chuan by the Huang's Tai Chi Society. E<Jrlier 

he received his third and proficiency certificate. 

Address: Kuala Lumpur - No. 6 Lorong Dungun, 
Damansara Heights, Kuala. Kuching, Sarawak - No. 4 

Ong Kwan Hin Road, Kuching. 



MINISTER OF COMMUNICATIONS 
TAN SRI DATUK V. MANICKAVASAGAM, PMN., SPMS., JMN., PJK., MP. 

Tan Sri Datuk V. Manik;;1vasagam has been in Malaysian 
Cabinet for eleven years run ni ng. He is now one of the 
senior Ministers. For a period during the suspension of 

. Parliament and the N.O.C control of the country, Tan 

Sri Manickavasagam held dual cabinet portfolios - those 
for Labour and Transport (Acting). 

Tan Sri Manikavasagam was born in Kuala S~langor on 
October 4, 1926. He was educated at the High School, 
Klang and began life as a businessman and landed 
proprietor. 

Later he entered politics and wa.s elected to the Klang 
seat of Parliament in the 1959 general elections. Tan 
Sri Manickavasagam was re-elected ~tiona! President 
of the Malaysian Indian Congress in May, 1975. He is 
a founder member of the Alliance National Council. 
He was elected unanimously as President when Tun 
Sambanthan resigned at the end of june, 1973. He 
successfully contested the Klang parliamentary consti­
tuency seat in 1964 and in 1969. 

He has the unique distinction of being the first Malay­
sian to be elected as the President of the International 
Labour Organisation ( I.L.O.) based in Geneva, Switzer­
land. He led the Malaysian delegation to several con­
ferences of the I.L.O. in Geneva and these climaxed with 
his appointment as its President in June 1970. 

He went on a goodwill tour of five African countries. 
and made another tour later of other African countries. 
He was the leader of Malaysian delegation ~o U.N. 
General Assembly in September 1967 . 

MINIS1ER OF LAW AND ATTORNEY GENERAL 
TAN SRI .ABDUL KADIR BIN YUSOF, P.M.N., S.P.I.K., S.P.M.J., P.j.K., B.J .K., A.D.K. 

Tan Sri Abdul Kadir bin Yusof, P.M .N ., S.P .I.K., 
S.P.M .j .• P.j.K., B.J.K. A.D.K. ~Attorney General Malaysia 
and Law Minister of Malaysia. He is the first Malaysian 
to become the Attorney General. Born on September 
10, 1918 in Muar, he is married to Puan Sri Dr. Fatimah 
binti Hashim, the fo rm er Minister of Welfare Services, 
Malaysia. They have six chil dren . They a re the first 
couple in Asia to serve on the Cabinet of a ny coun try in 
Asia at the same time. 

He was educated at Raffles College, Singapore ( Diplo­
ma in Arts) and Lincoln 's Inn, London. Coming from a 
poor family he ad mit s, he had been as.sited thro~out 

his school career by scho larships awarded by the Govern­
ment. 

Tan Sri Kadir was in the Johore Civil Service 1942-50; 
Magistrate in Johore until 1953 when he left for U.K. 
to study Law - Called to the Bar in 1955, he was 
appointed a Magistrate in Perak 1955-57; D.P.P .• Perak, 
1957-59; Legal Adviser, Kedah/Perlis 1959-62; Solicitor­
General of Federation of Malaya 1963. Later he became 
the Attorney General. He retired in April 1969. He 
was appointed a Senator in June and a member of the 
Cabinet the same time. Tan Sri Kadir has served on 
various committees and boards. He is now the Chair­
man of the Advisory Committee · of Gerakan Belia Empat 
( 4B Malaysia) which has a membership of more than 
70,000 youths of all races. He has toured the worJd 
with his wife and visited important centres of learning · 
and of interest especially in the Middle East. He attended 
the International Conference on Human Rights at Can­
berra in 1963, the Commo11wealth Law Ministers' Con­
ference in London, 1965, the Afro-Asian Legal Con· 
sultative Committee in Baghdad in 1964 the fourth 
Commonwealth and Empire Law Conference ·in New 
Delhi, January 6-13, 1971; Afro-Asian Legal Consultative 
Committee meeting in Colombo, january 1971. Elected 

Vice-Chairman of the Committee for 1971. Also attend­
ed 13th Session of Asian African Legal Consultative 
Committee at Lagos January 19-26, 1972. Asian Afrkan 
Consultative Committee Conference in New Delhi January 
10-17, 1973 and Commonwealth Law Ministers' Conference 
in London, January 15-19, 1973. 

Address: Attorney-General's Chambers, State Secre­
tariat Building, Kuala Lumpur. 



MINISTER OF HOME AFFAIRS 

TAN SRI MUHAMMAD GHAZALI BIN SHAFIE, P.M.N., S.I.M.P., S.P.I.K., P.D.K. 

Tan Sri Muhammad Gha~ali bin Shafie was born on 
March 22, 1922, in Kuala lipis. Educated at Raffles 
College; University College of Wales; lincoln's Inn; 
London School of Economics and Political Science; Uni­
versity of London and lnst. of Commonwealth Studies, 
London. He passed LL.B. Hons & Post Graduate Certi­
ficate · in Int. Studies. Was l~telligence Officer, Resis­
tance Movement in 1944, Indian Field Security Section 
in 1946; Second Asst. State Secretary, Selangor 1951; 
1st State Secretary, N.S. 1952; Commissioner for Malaya 
in India, New Delhi, 1957. Tan Sri Ghazali is married 
to Puan Sri Khatijah binti Abdul Majid and they have 
two sons. 

Tan Sri Ghazali was a member of National Operations 
Council. He wa:s required by Govt. to retire from post 
of Secretary-General of Ministry of Foreign Affairs Sept. 
20, 1970 and was appointed a Senator on Sept. 21, 1970. 

On Sept. 23, 1970 appointed Minister with Special Func­
tions. In Feb. 1971 he was appointed Minister of Informa­
tion. . In March, 1972 he resigned from Malaysian Cabinet 
and Senate to contest a parliamentary by-election in 
Kuala lipis, Pahang in April, 1972 which he won with 
an overwhelming majority. Then reappointed Minister 
with Speci~l Functions and Minister of Information. He 
was appoin.ted 1'1inister of Home Affairs and Minister of 
Information on Aug. 13, 1973. He was returned un­
~pposed in Lipis, Pahang in the 1974 General Elections. 
He was re-elected a member of UMNO Supreme Council 
in June, 1975. He was a member of University of Malaya 
Council; Board of Management, University of Malaya 
Hospital. Now he is Chairman Governing Council, 
Institute' of Technology MARA; President, Arts Council 
Malaysia; Member, Board of Trustees, National Art 
Gallery, President, Malaysia Amateur Athletic Union; 
Vice-President, Football Assn. Selangor; Patron, Selangor 
Malays Badminton Assn. and Selangor Football Assn. and 
President, Royal Selangor Flying Club. He was elected 
Chairman of Olympic Council of_ Malaysia. 

In recogn1t1on of his service in formation of Malaysia 
in November, 1963 he was awarded the Panglima Darjah 
Kinabalu by the State of. Sabah and in May, 1964 the 
Pingat Malaysia by the State of S'pore. In June, 1965 
he was awarded Panglima Mangku Negara by His Majesty 
the Yang Dipertuan Agung. In 1971 he was awarded 
Seri lndera Mahkota Pahang by H.R.H. Sultan of Pahang. 
In 1971 he was conferred an honorary degree of Doctors 
of Letters by Univ. of Malaya. Other awards: in 1965 
Vietnam National Order- Grand Officer (Second Class); 
1965 France Order Des Arts Et Des Letters (Officer); 
1966 Republic of Korea Order of Distinguished Diplo­
matic Service Merit (Second Class); 1969 Repu.blic of 

Korea Order of Distinguished Diplomatic Service Merit 
(First Class); 1967 Federal Republic of Germany - the 
Grand Cross (Second Class) of Order of Merit of 
Federal Republic of Germany; 1968 Phnippines Order 

WHO'S WHO IN MALAYSIA 

of Sikatuna (Datu); 1968 Ethiopia: 1967 Iran - Order 
()f the Tadj (Second Class); 1969 Iran-Grand Coix of the 

Order of Homayoun (First Class); 1969 Tunisia-Grand 
Officer of Order of Republique of Tunisia; 1970 Nether­
lands-Grand Officer of Order of Orang Nassau; 1970 
Japan Second Class of the Order of the Rising Sun and 
1970 lndonesia-Bintang Mahaputera (Second Class). 

While in University College of Wales, Tan Sri Ghazali 

was a member of Students Council; rep. Univ. Coli, in 
1\:at. Union of Students in Britain . . On Exec. Comm. of 
U.N. Students Assn. in G.B. Served as Member Rly. 
Enquiry Commission: 1950, served as Chmn. of Board 
of Jurors for Asia Film Festival in Tokyo; 1962 served 
as Member of Commission of Enquiry N. Borneo & 
Sarawak (under Chairmanship . of Lord Cobbold). Rec­
reation: Golf, Flying, Cine & Still Photography. Address: 
Ministry of Home Affairs, Jalan Dato Onn, Kuala Lumpur. 



MINISTER OF 1RANSPORT AND WORKS 

DATUK HAJI ABDUL GHANI BIN GILONG, SPDK., JP. 

Datuk Haji Abdul Ghani bin Gilong held the portfolio 
of the Ministry of Justice from May, 1969 to September, 
1970. Later he was appointed to head the Ministry of 
Transport in September, 1970. 

Datuk Ghani Gilong was born at Kampong Matan 
Ranau, Sabah May 30, 1932. Educated at Sekolah Rendah 
Kerajaan Ranau and Stkolah Menengah Sacred Heart, 
K.K. A businessman from 1961 he participated in politics 
in Sabah. Elected Vice-Pres. of UPKO and later Pre-

sident. Was an elected Legislative Councillor of Sabah 
in 1962. When Malaysia came into existence, he was 
elected an M.P. In first elections in Sabah, he was 

elected a member of Legislative Council of Sabah for 
constituency of Ranau in April, 1967. He resigned from 
Council on May 19, 1969, following his appointment as 
Federal Minister. On June 19, 1968 he assumed office as 

· Federal Minister responsible for Sabah Affairs. With his 
appointment, he became the youngest member in Malay­
sian Cabinet. 

Datuk Ghani Gilong was made a J.P. in 1962. He was 
awarded Panglima Darjah Kinabalu ( P.D.K.) on August 
31, 1963 by first Yang Dipertua Negara of Sabah for 
his services to people and for his role in formation 
of Malaysia. A social worker, he was leader of Red 
Crescent Society in Ranau for several years. Was Chair­
man of Ranau District Council. In 1961, he attended 
a six-month leadership course in New Zealand. Early 
1968, he became member of USNO after dissolution of 

UPKO in 1967. In 1969 he was elected to Executive 
Council of central body of USNO. Later he was made 
Deputy President of USNO. He is also on the Executive 
Council of the Alliance Party in Sabah. 

Datuk Ghani Gilong is married to Datin Hajjah HaU­
mah binti Ginsos. They have eight children. In August, 
1970 he and his family embraced Islam. In early part 
of 1971, he and Datin Hajjah Halimah went on a pilgrim­
age to Mecca. Recreation: Badminton, Volleyball, Shoot­
ing, Music and Dancing, particularly Sumazan, a tradi­
tional Kadazan dance. 

MINISTER OF NATIONAL LAND DEVELOPMEN-T 
AND FEDERAL TERRITORY 

DATUK HAJI MOHAMED ASRJ BIN HAJI MUDA., S.P.M.K., S.P.D.K. 

Datuk Haji Mohd. Asri bin Haji Muda, S.P.M.K .. S.P.D.K . 
born on October 10, 1923 in Kg. Masjid, Kota Bharu. m .. 
Hajjah Sakinah. Educated at Majlis Ugama Islam Sch~ol. 
K. Bahru . Learned japanese. Politician, teacher, Malay 
School, Japanese School Ma'ahad Ahya ei-Shariff, Semang­
gol, Perak, Editor, 'Penyedar' dan 'Suara Islam', Reporter 

for Majlis, Short story writer and columnist . 

Datuk Asri was Asst. Secretary General, Persatuan­
Persetiaan Melayu, Kel. 1945-46. Sec. Dewan Pimpinan 
Hizbul Muslimin 1947-48. Rep. 'Kongeres •Bahasa dan 
Persatuan P .T.M.' in Language Congress in Medan. He 
was Ag. Sec. General of P.M .I.P . from 1949 to 1954 and 
Commissioner P.M.I.P., Kelantan 1954-61; Vice President, 
P.M.I.P . from 196t; Pres. from 1964 Datuk Asri has 
served as Kelantan State Assembly Speaker. He is Patron 
fQr Counci l for Child Welfare in Kelantan; Kelantan 
State Assemblyman and M.P. from 1959 to 1968. He was 
elected in the general elections in May, 1969; and was 
appointed a Member of the National Unity Council, and 
in July, •1973 he was appointed the Deputy Chairman of 
the National Council for lslamis Affairs by the Council 
of Rulers in 1973. Recreation: Golf and Badminton. 



MINISTER OF WELFARE SERVICES 

PUAN HAJJAH AISHAH BINTI ABDUL GHANI, J.M.N. 

Puan Hajjah Aishah binti Abdul Ghani - .Born on 
June s. 1924, Selangor. She. is married to Enc1k Abdul 

. Aziz bin Abu Hassan, retired head of Radio Malaysia, 

Malay Service. 

Puan Hajjah Aishah was educated at Islamic College, 
Padang Sumatra. Entered politics in 1946 and contested 
Parliamentary Elections. She was returned unopp~sed 
in Kuala Langat, Selangor in the 1974 General Elections. 
She has been active in the affairs of the Wanita UMNO 
Malaysia for the past fifteen years. She wa~ returned 
unopposed as .leader of Wanita UMNO at 1ts gen~ral 
assembly in July 1976. Puan Aishah ':fent to the Un1ted 
Kingdom in 1955 to study English. During her four 
year stay there she took a course in journalism. She 
represented Malaysia in goodwill missions ov.erseas and 
attended U.N. General Assembly. She visited Russia at 
the invitation of the Soviet Women's Committee in 

1968. 

Puan Aishah had been the Vice-President of Wanita 
UMNO unt il 1972 when she became its President. A 
member of the National Unity Council . and National 

Youth Consultative Council of Malaysia. 

MINISTER OF PRIMARY INDUSTRIES 

DATUK MUSA BIN HITAM, S.P.M.J., M.P~ 

Datuk Musa bin Hitam, M.P., was born o n April 18, 
1934 in johore. He is married to lnes Reyna de Musa. 

'They have three ch il dren . He was educat ed at English 
· College, Johore Bharu; Univers ity of Malaya (B.A.) and 

Sussex University (M.A. in internatiof!al rel atio ns). 
Datuk Musa Hitam was Associate Secret ary, Inter­

national Student Conference in Le iden, Ho lla nd, 19 

1959. He , was A.D.O ., Kluang. 1959-64; Political Se­
cretary to the Minister of T ran! port, 1964-1965; Exec. 
Secret~ry of UMNO from August 1965 to May 1969. 

He ·was elected M.P. for Segamat Utara Constituency 
in 1968 and was Asst. Minister before going to Britain 
for further studies. Lecturer at University of Malaya. 
He was returned unopposed in Labis, johore in 1974 
General Elections. He was the Chairman of FELDA 
before his appointment as Assistant Minister of Trade 
and Industry. He was e'lected Chairman of Common­
wealth Parliamentary Association's Executive Committee 
for a three - year term. 

Datuk Musa Hitam is the first Asian to hold the 
post. Speaking after his appointment, he was· quoted 
as saying that he regarded the appointment as a · gre2t 
hc.~our for Malaysia, "indicative of the faith that the 
Commonwealth has shown in our country in recognition 
of our strong belief and practice of parliamentary 
democracy". 

He travelled widely when serving at International 
Student Conference S.ecre'tariat in Holland. He repre­
sented Mal aysia at Afro-Asian Nations Conferences at 
Algiers, Accra and C<!-iro. He was Malaysian Delegate 
to the United Nati<; ns in 1967 and 1971. 

Datuk Musa Hitam is an elected Member of the UMNO 
Supreme Council and . the former Deputy President of 
UMNO Youth. 

Address : Ministry . Gf 
Damansara, Kuala Lumpur. 

Primary Industries, Wisma 
Telephone: K.L. 204511. 



MINISTER OF FOREIGN AFFAIRS 

Y.M. TENGKU AHMAD RITHAUDEEN AL-HAJ BIN TENGKU ISMAIL, PMK., SPMP. 

Tengku Ahrnad Rithauddeen bin Tengku Ismail aged 
43 is a lawyer. He was the Kelantan UMNO Information 
Officer. He has been associated with UMNO for several 
years. 

Tengku Ahmad is the Member of Parliament for Kota 
Bharu Hilir. He was returned unopposed in K~ta Bharu, 
Kelantan in 1974 General Elections. He is a member of 
the Royal family of Kelantan . 

• 
The Tengku graduated from the University of Notting­

ham before returning to Malaya in 1957 to become a 
Magistrate. 

He resign~d while he was the . legal Adviser to the 
Kelancan State Government in order to go into private 
practice. 

The Tengku was appointed Minister with Speciaf 
Functions on August 13, 1973. He was responsible 
for the General Planning Unit and other matters under 
the purview of the Prime Minister and also the Prime 
Minister in foreign affairs matters. He was later appoint­
ed the Minister of Foreign Affairs. 

~ 

Address: Wisma Putra, Jalan Hose, Kuala lumpur. 

MINISTER OF PUBLIC ENTERPRISES 

DATUK MOHAMED BIN YAACOB, M.P., P.G.D.K., P.M.K., S.M.T., S.P.M.K. 

Datuk Haji ~ohamed bin Yaacob is a son of a poor 
village goldsmith ·from Kelantan who rose to the rank 
of a Cabinet Minister in the Malaysian Government. 
He was the Deputy Minister of Finance when he was 
appointed the Minister of Education in a Cabinet resh:.lffle 
on August 13, 1973. 

He was educated at the Sultan Ismail College in Kota 
Bharu and began his career as a postal clerk ( 1948). 

Six years later he proceeded to England to study 
law. On his return he was made the District Officer 
of Bachok, Kelantan. 

Soon after that he joined the Federal Judicial & legal 
Service and was posted as a Magistrate in Muar and Batu 
Pahat and in 1961 he became the 'President of the 
Sessions Court Muar, Johore. ·For 2 years he served 
as Deputy Public Prosecutor in Perak. He was then 
successively legal Adviser in Trengganu and Johore. 

Datuk Mohamed was appointed the Chief Scout of 
Malaysia by the Yang Dipertuan Agung early in 1975. 

Datuk Mohamed resigned from the Government service 
to contest the Parliamentary seat at Tanah Meran on 
an Alliance ticket which he won. He was re-elected 
M.P. in the 1974 General Elections. 

He is now a member of the Supreme Council of 
UMNO. 

Address: Ministry of Power, Technology and Research, 
Kuala lumpur. 



MINISTER OF HOUSING AND VILLAGE DEVELOPMENT 

MR. MICHAEL CHEN WING SUM 

Mr. Michael Chen Wing Sum was born in 1931 in 
Perak. m. Helen. c. Three. Educated at Chung Lin 
High School, Pena·ng, Hong Kong Chinese University 
and lincoln's Inn, London . He is an Advocate a-nd Soli­

citor. 

Mr. Chen was elected a Member of Parliament in 
l964 and was Parliaf!1entary Secretary to the Deputy 
Prime Minister until May, 1969. He is now Executive 

Secretary to th~ Alliance. 

Before going into politics Mr. Chen was a Reporter 
with Kwang Hwa Jit Poh of Penang. For three years 
he was Legal Adviser to two Chinese Teachers Associa­

. tions and several other organisations. 

· Mr. Chen was re-elected M.P. for Ulu Selangor in 
1972 elections. Mr. Chen was brought into the Cabinet 
as Minister with Special Functions unde r the Prime 
Minister on August 13, 1973. He wi ll be responsible .. for 

the Centre for Nuclear Research, environmental and 
oth e r matters. He was t he President of th e Table 
Tennis Association of Malaysia and a Vice-President of 

.\ 

the Asian Table Tennis Union. Address: Prime Minis­
ter's Department, Jalan Datuk Onn, Ku ala Lumpur. 

MINISTER OF FINANCE 

TENGKU TAN SRI DATUK RAZALEIGH HAMZAH, P.S.M., S.P.M.K. 

Tengku Tan Sri Datuk Razaleigh bin Tengku Hamzah, 
P.S.M., is the youngest member of the Malaysian Cabinet 
and at 39 he is the youngest man ever to hold the 

portfolio. 
Art economist by training he graduated from the 

Queen's University, Belfast in 1959 and then read Law 
Cit lincoln's Inn, London. However his studies were 
interrupted when his father Tengku Mohamed Hamzah 
bin Zainal Abidin, a former Menteri Besar of Kelantan, 
d ied suddenly. He therefore returned to Malaysia to 
continue the business of his father. Tengku Razaleigh's 
success in business drew him to politics. He was elected 
Chairman of Ulu Kelantan UMNO Division . 

He was the President of Associated Malay Chamber 
of Commerce and Chairman of the $50 million National 
Cor poration ( PERNAS) unti.l October, 1976 when he 
relinquished this pos;t. He is also the Chairm;ln of 

. Malaysian Nationat Insurance. He became Managing 
Director and Chairman of Bank Bumiputra in October, 
1970 - the younge.st man in J:'1alaysia to hold such a 
post . He was lead e r of Malaysia's first trade mission to 

Pekino , c May, 1971. He was elected one of three Razaleigh in whose management 
Vi c e-;r~ ; 2 ~n ts of UMNO at its General Assembly in confide nce ............ " 

have complete 

K.L. o:" Jc:.,e 21, 1975. 

A Sc.-:e As semblyman, ·he received Darjah Seri Paduka 
Set ia ~-~a h ko ta Kelantan in July, 1971, and awarded 
Pan gl ima Setia Mahkota by Yang Di Pertuan Agung on 

june 6. 1973 . 

At the Malaysian International Investment Seminar in 
1975, the late Tun Abdul Razak reiterated the Cabinet's 
pos iti on wh en he said, "We have estab lished Petronas 
as" an ind ependent body _under the charge of Teng 

Tengku Razaleigh was unanimously elected by the 
Malaya Chamber of Commerce and Industry as Father 
of Malaysia's Economy. However, even prior to holding 
these key positions . he was already internationally re­
cognised. The Time magazine in a 31-page Special 
Supplement in July 1974 named 150 men and women 

· under the age of 45 as future leaders of the world. 
Tengku Razaleigh was specially selected. Address: 
Ministry of Finance, State Se<:retariat Building, Kuala 
Lumpur. 



MINISTER OF CULTURE, YOUTH & .SPORTS 

· DATUK ABDUL SAMAD BIN HAJJ lORIS, J.M.N., P.j.K., A.M.N. 

Datuk Abdul Samad bin ldris, j.M.N., A.M .N., P.J.K., 
was born Ol) October 13, 1223 in Seri Menanti , N.S . 

Married Datin Aishah binti Haji Hussin. He was educated 
at Malay School , Seri Menanti . 

Datuk Abdul Samad was a Member of the Negri Sem­
bilan State Executive Council; and was Deputy Menteri 

.Besar of N.S. Datuk Abdul Samad has served as the 
Vice-President of N.S. Persidangan Belia Club, Seremban 
and as President of N.S. Malays Football Assn. He is 
the Chairman of Board of Governors Sekolah Ugama 
Menengah Tinggi, N .S. Executive Member Central UMNO 
Malaysia. . 

Datuk Abdul Samad was returned unopposed in Kuala 
Pilah, Negri Sembilan in the 1974 General Elections. 
He was the Deputy Minister of Labour and Manpower 
before his appointment as Deputy Minister of Home 
Affairs on Aug·ust 13, 1973. He was appointed Minister 
of Culture, Youth and Sports in July 1976. 

Recreation: Golf, Badmintor:1. World Affairs, Writing 
Historical Books Literary and Cultural activ.ities. 

Address: Ministry of Culture, Youth and Sports, Jalan 
Gurney, Kuala. Lumpur. 

MINISTER OF LOCAL GOVERNMENT AND 
FEDERAL TERRITORY 

TUAN HASSAN ADLI BIN HAJI ARSHAD J.S.M. 

Tuan Haji Hassan Adli bjn Haji Arshad, j.S.M., was 
bor:n in Kampung Parit Dayang, Bagan Datuk, Perak, 
on April 17, 1929. Educated at Bagan Pasir Malay 
School and Arab ic School AI-Ulum in Bagan Datuk. 
He received its highest certificate (AI-Qism ui-'Ai i). He 
studied English at a private class. 

Tuan Haji Hassan Adli was . a teacher at AI-Uium 
Ar:abic School 1949-55 when he resigned because of his 
full involvement in the then Pan-Malayan Islamic Party 
( PMIP). Since 1955 he became a small-holder on his 

·own coconut plantation. In 1955 he joined PMIP as an 

ordinary member. He was Permanent Chairman 
PMIP Congress 1954-55. In 1955 he contested in the 
first National Genera! Elections in Teluk Anson consti­
tuency but was not successful. In 1956 he was elected 
as Leader of PMIP Youth. In 1958 he was elected 
Vice-President of PMIP and was conferred the title 
"Panglima Jihad" by the Congress. In 1968 he was 
elected Deputy President of PMIP. 

In 1959 he again contested in the Parit Buntar State 
constituency but was .not successful. However he won 
the elections in the Parliamentary constituency of Kuala 
Trengganu North. He was a PMIP Member of Parlia­
ment until 1964. In the· 1964 general elections he con­
tested but failed to win the parliamentary seat in Hilir 
Perak constituency and in the next general elections in 
196~ he did not participate. 

In the August 1974 General Elections he contested as 
a National Front candidate in the Bagan Datuk consti­
tuency and won. He was then appointed Deputy Minis­
ter of Labour and ·Manpow~r . After the May 13, 1969 
incident, he became a member of the National Consulta­
tive Council and a member of Perak Goodwill Council. · 

In February T974 he was appointed by the late Prime 
Minister Tun Abdul Razak as Deputy Chairman of 
Islamic Missionary Foundation ( Yayasan Dakwah lslamiah ). 
He resigned to contest in the August 1974 general 
elections. Tuan Haji Hassan Adli was active in many 
educational organisations, parents associations and Islamic 
missionar y work. Marr' d to Cik Fatimah _Zaharah binti 
Haji Nasir, they have tne children - eight girls and 
one boy. Recreation: Farming and Live-stock raising . 



MINISTER OF HEALTH 

TAN SRI lt:E SIOK YEW, P.M.N., P.j.K. 

Tan Sri Lee Si~k Yew was born in 1924. SH~ is a 
former Alliance M.P. in Sepang ConstittJency, e an~or. 
H . head o' the Selangor M.C.A .- Youth Section. 

e as ' M C A . 1973 Elected Hon. Secretary-General of . . . an . 

Tan Sri lee is a member of Alliance National Executive 
Committee, the Rural Development Board and the ~ubbe~ 

. B d In 1962 he was a representatave o Replantang oar · • E 1 · 
Malaya to the 18th U.N. General Assembly. ar y an 
1964, he was a member of the Malaysian. Party to the 
Tripartite Foreign Ministers Conference an Bangkok. 

M. · t for Tan Sri lee was appointed Assistant anas er 
Education in the Malaysian Cabinet after the 1964 
elections. He was re-elected M.P. in the. General Elec­
tions in t1ay, 1969." 

The Deputy President of the Malaysian Chi.nese 
Association he is also Deputy Chairman of Nataonal 
Goodwill Council. Address: Ministry of Health, jalan 
Young, Kuala lumpur. 

MINISTER OF AGRICULTURE 

DATUK All BIN HAJJ AHMAD 

Datuk. Ali Haji Ahmad was born on june 29, 1930 in 
Pontian District, johore. He is married to jamilah binti 
Abdul Rahim. He was educated at a Malay School in 
Pontian District; English. College, Johore Bahru, and 
the University of Malaya (B.A. Hons.) . 

Datuk Ali was the President of the Federation of 
Malay Students Union from 1953 till 1955; Vice-President, 
Malay language Society, University of Malaya 1954; 
Member of the Malay Education Council, Singapore from 
1954 to 1956. 

He served as an Assi~tant District Officer in Pontian 
from 1958 till 1960, and was · the Head of the Research 
Divisicm, Dewan Bahasa dan Pustaka from 1960 till 1963, 
when he resigned to become Assistant Secretary General 
of UMNO until 1965. In 1965 he was appointed as 
Parliamentary Secretary to the Ministry of Finance. 

From May 1969 until end of 1972 Datuk Ali was Deputy 
Minister of Finance. He was the Deputy Minister of 
Home Affairs when he was appointed the Minister of 
Culture, Youth and Sports in a major Cabinet reshuffle 
o'n August 13, 1973. In 1969-1970 he was Governor of 
the World Bank. From 1969 till he left the Ministry 
of Finance he was the Governor of the Asian Develop­
ment Bank, and in 1972 he was also elected as ... Vice­
Chairman of the Asian Development Bank. 

In January 1976, he was appointed the Minister of 
Agriculture, Malaysia. Address: Ministry of Agriculture, 
jalan Swettenham, . Kuala lumpur. 



DATUK AMAR HAJI ABDUL TAIB BIN MAHMUD, P.D.K., P.G.D.K. 

Datuk Haji Abdul Taib bin Mahmud was the State 
Minister for Development~ and Forestry in Sarawak. 
Born on May 21, 1936, Miri. Married Lejla binti Abu 
Bekikr. He was educated at St. Joseph's School Miri 
and Kuching and the University of Adelaide, Australia. 
After obta-ining a Law degree he was admitted to Supreme 

Court of South Australia. 

Datuk Haji Taib has served as Judge's Associate 

in South Australia in 1961. Then he joined 
the Legal Department Sarawak 1962-1963. He was a 
nominated member of Council Negri and a Member of 

Supreme Council. 

Datuk Taib was Assistant Chairman Barisan Rakyat 

Jati Sarawak. In 1972 he was elected the Deputy Pre­
sident of Party Bumiputra, Kuching, Sarawak. Datuk 
Taib was appointed State Minister for Communications 
and Works in 1963-1966 and became Assistant Minister 
of Commerce after th~ General Elections in May, 1969. 
Later he was appointed Deputy Minister in the Prime 
Minister's Department. Datuk Taib is the President of 

Malaysia's Inter-Religious Organisation. Address: Ministry 

of Information Angkasapuri, Kuala lumpur. 
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A NOTE ON TITLES 

King (elected from among the hereditary rulers for a five-year period) 

= Yang Di-Pertuan Agong 

Hereditary Titles 

Rulers of the nine dynastic states = Sultan in case of Johore, Kedah, 
Kelantan, Pahang, Perak, Selangor and Trengganu; 
Raja in case of Perlis and Yang Di-Pertuan Besar 
in case of Negeri Sembilan 

Prin~e = 

Knight = 

·Award Titles 

Tun (Highest Title) 

Tan Sri = 

Datuk = 

Raja, Ungku, Tengku or Tunku 

Datuk 

\ 

= Lifetime peerage, which can also be granted to 
women 

Lifetime knighthood granted by the King 

Lifetime knighthood granted by a State ruler. 

. , 



The following topics, which are likely to come 

up in the discussions with the Malaysian Government, are 

discussed in this section: 

1. Malaysia's Growth Strategy 

2. Malaysia's Poverty Eradication Program 

3. Malaysia's Restructuring Policy 

4. The Outlook for Petroleum Revenues 

In addition, we have included: 

5. A recent Reuters dispatch on Dr. Mahathir's 

trip to Europe to Attract Foreign Investment. (A 

full discussion of this issue is in the Economic 

Section (F) under "Economic Situation.") 





! I. 
/ ' 

1 l 

t 

~~ 

l 

l 
I 

I 
I 

·I 

I 
'l 

J 

--II 

I 
I 
l 
I 
l 
I 
I 

-I 
I 

.. 
"' i 

I 
; 
1 

E. TOPICS FOR DISCUSSION 

1. Malaysia's Growth Strategy 

Under the aegis of the .....::..;..;...,.... __ 
Government has set ambitious ~t~a~r~~~----~~~~ 
by 1990. Moreover, Gover~ment has repeatedly 
achieving these targets. Recent economic work done in connection with the 
proposed Malaysia Publication (Volume I is attached as briefing material) has 
once again brou ut the importance of maintaining a long-term growth GNP 
rate of at er annum to achieve those targets. Without this hi h 
growth, em rowth of over 3% per annum wi t materialize if, at the 
same time, rural incomes are to be ncreased significantly. Also, the relative 
position of Malays could not be improved witho enin of the absolute 
osition of t This conclusion is completely in line with .sta ed 

government policy which· stresses that the goals of the New Economic Policy 
have to be achieved in a context of rapid economic growth. The Government's 
long-term ~, for instance, calls for a GDP growth of 8.2% for 1976-90. 

Events in the past few years have modified to a certain extent 
Malaysia's prospects for growth and warrant a re-emphasis of the necessity 
of rapid growth. First, ros ects now appear much better than 
when the Plan was drafted. This is a result o o t.e larger oil and 
natural gas exports now proj e cted as well as more favorable prospects for 
t h e prices o f other e xport commodities. This greater resource availability 
effectively removes the resource constraint on achieving rapid growth. On L/1·-· 
the other hand, the recent decline in rivate investment raises some doubts -v } 

about prospects for rapid industrial growt , t e r1v ng force of the growth 
strategy. While there is still controversy and uncertainty about the exact 
e~tent of the decline as well as its causes, there is general agreement that 
there was a s al decline (over 30% by our estimates) during 1975 and. 
1976. A number of possible factors were invo ve n wn urn n manu-
acturing investment, and it is difficult to determine their relative impor­

tance with certainty. First, the world recession in 1974/75, in addition to 
being largely responsible for the downturn in the growth of manufacturing 
output, no doubt had some negative impact on investment activity as well. 
Second, 1974 was a peak period for private investment in Malaysia. Some 
cyclical decline in the rate of private investment in 1975 would probably 
have been experienced in any event. Third, there was considerable uncertain~ 
in the private sector regardin the im act of the Industrial Coordination 
ct IC y ar iament in May 1975. Finally, the manufacturing 

m etitive edge through the 28% a r a-
the exchange rate since No doubt a o these causes were at 

work; however, we give somewhat more weight to the impact of the ICA than 
does Government. The Government has agreed that the Act caused uncertainty 
.initially; however, it now feels that the modifications made to the Act last 
year have remedied these uncertainties. While it is still too early to 
determine whether the _decline was mainly cyclical or more structural (i.e., 

~ · -f~· (.'.' ._;iJ·: 
' ' .·· "~ ' ·----....:'----
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the ICA), it is clear that, whatever the causes, a recovery is .needed if 
manufacturing growth is not to falter in the coming years. In view of both 
our own uncertainty about the causes of the downturn as well as the sensi­
tivity of Government to suggestions that its restructuring policies may be 
involved, we have not explicitly recommended that the Government make 
further specific changes in the ICA at this time. Rather, we have suggested 
that Government monitor investment closely and provide a policy framework to 
ensure . a vigorous private sector. We have also suggested that a system of 
positive incentives for raciai restructuring may be more roductive 
system of penalties since incent ves wou provide a more conducive atmosphere 
or growth an ence for restructuring itself. 

Our more general position of the growth issue is summarized below: 

(a) growth, particularly in the manufacturing sector, is essential to 
achieve the goals of the NEP; 

(b) 

(c) 

(d) 

from the viewpoint of resource availability, rapid growth is 
feasible; 

a substantial 
the Government~s 

er in manufacturin investment is needed 
rowth targets are to be realized; 

. 
Government should therefore keep very close tabs on the pace of 
manufacturing investment and take further actions, if necessary, to 
ensure continued rapid growth in this sector; 

(e) besides ensuring rapid growth in the private sector, an expan~ion 
in government programs and projects to improve direct! the 

. - ~ ' ·--

incomes a s an ar s of the oor s a so warranted in view 
of the improved resource prospects of the public sector; 

ement povert ro rams. measure we have 
suggested is for Government to make greater use of non-Malays in 
the private sector to fill temporarily (e.g., on a consultancy 
basis) - key positions until qualified Malays can be hired. 

f .·• 
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E. TOPICS FOR DISCUSSION 

2· Malaysia's Poverty Eradication Program 

Historical Performance 

Malaysia has had a long-standing commitment to eradicate poverty 
and develop the rural areas. The initial thrust of government policies in 
the mid~1950s was on rural infrastructure. In the 1960s emphasis was 
increasingly placed on providing land to the rural poor and increasing the 
productivity of the small-scale farmers. The results of these early efforts 
were somewhat dampened by the deterioration in the terllis of trade of rubber 
growers, the relatively long gestation period of rural investments - in 
particular the tree crops - and a relatively high rate of population growth. 

~
Nevertheless, there were very solid achievements. Over the 1960-75 period, 
smallholder agriculture grew by almost 6% a year, there was some reduct~on in 
the incidence of poverty, and there was a substantial increase in rural 
infrastructure. 

Current Programs 

There is still substantial poverty in the rural areas. Low incomes 
are strongly related to the large proportion of agricultural workers with no 
land of their own or with holdings too small to provide full-time productive 
employment and income above the poverty line. · The Government is continuing 
to invest heavily in land development, selecting settlers from among the 
landless poor. Between 1955 and 1975, nearly 1.5 million acres were devel­
oped in Peninsular Malaysia alone, about half of this by the Federal Land 
Develo ment Authority FEL15A) • The current rate of land devei~all 
agencies in Peninsu ar Malaysia is about 175,000 acres a which should 
provide settlement to 12,000 families and i obs for 18,000 p~ople. This 
number appears small in relation to the total number of agricultural house~ 
holds below the paver line - more than half a million. But in relation to 
the total labor force growth in Malaysia of 120,000 additional jobs a year, 
job creation through land development has been quite significant. It has 
helped to accelerate the rate of total employment creation and to contain the 
number of households in the traditional smallholder sector. A continued 
high rate of land developmnet offers major opportunities for poverty eradica­
tion both by distributing assets to the poor as well as by stimulating the 
~verall growth of the economy. At the same time, the Government is accel­
e rating i ts program to develop exist1ni agricultural land. In the Third 
Malaysia Plan (1976-80) the Governme has doubled its assistance to small 
farms, raising the area covered t 1.7 illion acres. 

World Bank Programs 

In addition to working closely with the Government on studies that 
will help frame the poverty eradication program, the Bank's own lending 
program concentrates almost exclusively on assisting Malaysia's. poverty 
groups. Bank loans are, and will be in the future, to assist those in 
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absolute poverty by providing irrigation and drainage facilities and !aFro-to­
market roads for existing smallhol?ers, as well as by continuing to p~ 
~ndless laborers with newly-developed land. The Bank is also helping to 

improve support services by expanding extension, by increasing agricultural 
small-scale industrial credit, and by producing higher quality seeds. The 
Bank plans to mount a concentrated effort to help agricultural development 
institutions. It is also helping the Government to expand social services, 
in par·ticular for low-income groups, through assistance for formal and 
informal skill training, the expansion of family planning services, and 
selected infrastructure support for the rural areas. 

UNDP Project 

Malaysia's present capacity to identify, prepare, and implement 
projects specifically for poverty alleviation is limited to a relatively few 
Government departments and agencies, although the work of these institutions 
has been outstanding. In general, the Government's project development 
capacity is weak, ~articularly at the state level in the poorer sections of 
the country. Last April, with the assistance of the UNDP, the Bank launched 
a major effort to help strengthen the Government's project planning and 
implementation capacity in selected central government agencies and in three 
of Malaysia's poorest states, Kedah, Kelantan and Perlis. 
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E. TOPICS FOR DISCUSSION 

3. Malaysia's Restructuring Policy 

Malay incomes are abo~u~t~~~_;~~~~~~~~~~:-~~~~~~::-:~~ 
between the two. Malays 
traditional agriculture, 

These targets represent a nearly complete racial restructuring of 
employment by substantially reducing the Malay shar~ in agriculture and 
increasing their share in industry and services. These targets are set 
within a framework of rapid economic and employment growth so that new 
opportunities to non-Malays in the modern sector are not too severely 
restricted. 

Notwithstanding the substantial room for restructuring under 
conditions of very rapid growth in aggregate employment over a 15-year 
period, the patterns into which new employment needs to be channeled are 
starkly different from these applicable in the past. The most sweeping 
changes targeted are in agriculture, which would absorb only 5% of the ~ 
Malay net addition to the labor force. This ' implies that almost 80% of the 
new jo s 1n a riculture wou be taken u b Chinese. Many observers have 
ra1sed uestions aoout t e rea m o t e which would maintain 
the proportion of Chinese employed in agriculture at about 25% and sharply 
reauce that of the other races. In addition to the question of the feasi­
bility of these numerical targets, there are some problems with the under­
lying policy framework because most, if not all, of the desirable new 
jobs created in agriculture will be in land development schemes. Until now, 
few new settlers have been Chinese. There would certainly be a problem with 
bypassing poor Malays to give new land to Chinese. If this were not done, 
however, Malays would receive not only the new land, but also many jobs in 
the modern sector. The Chinese would have to stay in agriculture and could 
easily feel bypassed in reaping the benefits of development. Finally, there 
is the question of nondiscriminatory policy measures that could induce the 
Chinese to stay in agriculture. 

The foregoing discussion serves to demonstrate that the employment 
restructuring targets may not be easy to fulfill. This is true even if the 
total employment targets by sector are realized. These targets are rather 
high, however, at least for the modern sectors. The Third Malaysia Plan 
explicitly states that not much improvement in productivity has been assumed, 
especially in some of the service sectors, and that some underemployment· in 
these sectors may persist. Because policy instruments have not yet been 

About 70~ of the Malay share is being held "in-trust" for Malays 
by public trust agencies. 

0 
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devised to induce workers to leave agriculture under these circumstances, 
the estimates may overemphasize the relative shift from agricultural to 
service employment. In addition, the employment estimates are based not 
only on rather high employment elastic , u on high production tar ets 
in the-ffiodern sector, especially in manufacturing. As a resu t o the 
substantial decl ne in manufacturing investment in 1975-76, a substantial 
recovery will have to occur soon if production targets are to be reached • 
If employment in the modern sectors expands less rapidly than foreseen, more 
workers will remain in agriculture and the restructuring targets, especially 
those .for agriculture, will be even more difficult to reach without forcing 
them upon reluctant segments.of the population. 

All this is not to say that the objective to restructure employ­
ment should be put aside as unrealistic or impractical. It does not appear 
to be desirable, however, to enforce the restructuring targets whatever the 
cost. Such enforcement may endanger the process of economic growth, which 
.is instrumental to any reasonable effort at restructuring. To be guarded 
against, then, is the vicious circle that can develop between further. 
enforced restructuring and continuing economic stagnation. 

Under these circumstances, it seems appropriate to conclude that 
ective and the restr urin are more im ortant than the ----speci£L umerical tar ets set. The major objective is to foster national 

unity, which will be jeopardized if the vicious circle indicated is allowed 
to develop. Still, the process of reducing the identification of race with 
economic function should be continued. But, as Government has stipulated, 
it should be continued in such a way that ali major groups in s~ciety feel 
they are participating significantly and continuously. If this involves 
softening some of the numerical targets - for example, by including the 
Malays benefiting from land development schemes among those whose jobs have 
been restructured - the cost is relatively small if the objective and 
process of restructuring are retained. In addition, given the relatively 
comfortable resource position Malaysia will enjoy in the coming years, mor 
use ma be made of incentives to attain the restructuring objectives than 
regulations, which may have a dampening effect on business activity and the 
growth context in which restructuring has to take place. 

(a) 

(b) 

(c) 

(d) 

Our position on restructuring may be summarized as follows: 

we fully support the need substantially to improve racial 
balance in the economy; 

we also agree with Government that the essential condition 
for successful restructuring"is rapid economic growth;---

/ 
even with rapid growth, however, it may be difficult to achieve the 
precise qua:a~it:ati.JL_e targets set out in the New Economic Polic1;-

therefore we believe government policy should first promote 
rapid growth but should also give more emphasis to the general 
objective ·of improving racial balance than to ach.ieving the 
specific quantitative targets set out in the New Economic Policy, 
since oo literal an attem t to achieve these recis 
in the end be counterproductive. 

-· r ~ 
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"" E. TOPICS FOR DISCUSSION 

4. The Outlook for Petroleum Revenues 

The improved outlook for oil production has substantially enhanced 
the resource position of the economy and, in particular, of the public sector. 
Projestions of oil export earnings and revenues are based on official forecasts 
that oil productio . crease from the past (1971-75) average of 80,000 
barrels a day t 240,000 i980. Beyond that, it is assumed that oil produc-
tion will increas an annual rate of 5% a year implying some further 
increase in proven oil reserves beyond the current official estimate of one 
billion barrels. On this basis, export revenues from oil are expected 
to reach about M$13 billion during 1976-80 and about M$25 billion during 
.1981-85, the equivalent of about 14% of merchandise exports and 7% of GNP. 
This is more than double the relative level of oil exports achieved during the 
Second Plan, 1971-75 (see attached table). 

Based on the production sharing agreement signed with the oil com­
panies last year, over two thirds of gross oil revenues will accrue to the 
public sector .including Petronas, the state oil company. Thus, the public 
sector will receive about M$9.6 billion during 1976-80 and about M$18.6 bil­
lion during 1981-85. This is the equivalent of over 5% of GNP and over 
16% of total projected public sector revenue~-ll 

An important element in these projections is the role of Petronas. 
About 40% of these public revenues from oil represent Petronas' net income. 
This is important to highlight since there may be a tendency to earmark such 
funds for further petroleum-related investments. For ~xample, an agreement 
has recently been reached to build a large liquified natural gas ro ect 
whereby Petronas will finance 65% of the to cost o M illion. Other 
petroleum-related investments such as a fertiiizer plant and an oil refinery 
are under consideration by Petronas. While developing the petrochemical 
industry may turn out to be a sound investment, the size of the investment 
should not be determined by how much Petronas receives from oil revenues. 1be 
obvious danger of tying oil revenues to petrochemicals is relative over-invest­
ment in petrochemicals and under-investment elsewhere. We have therefore 
recommended to Government that Petronag' revenues be included in the normal 
review and allocative procedures of the public sector. While some high level 
officials have supported this approach, it appears that no government . 
decision has yet been taken on this matter. It may, therefore, be fruitful 
to raise this issue with Government to ·lend our support to those who advocate 
this position • 

lJ.. In addition to o'il, the production of LNG is scheduled to begin in the 
early eighties. This will further boost public revenues so the revenue 
prospects in the longer run are even more favorable than those given above. 

· ( ·::;_ 



Table PETROLEUM PRODUCTION EXPORTS AND PUBLIC REVENUES, 1971-85 

Actual Projected 
1971-75 1976-80 1981-85 

Average· annual 
production ('000 bpd) 80 207 280 

Exports 
M$ billion 2.4/a 13.1 24.9 
Share of merchandise 6.5 14.1 14.4 

exports (%) 

Public Revenues (incl. Petronas) 
M$ billion 0.9 9.6 18.6 
Share of public revenues (%) 4.0 16.0 16.6 

/a Includes re-exports of oil from Brunei. 
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E. TOPICS FOR DISCUSSION 

5. · Dr. Mahathir' s Trip to Europe to Attract Foreign Investment 

PRESS RELEASE. --
(REUTERS, KUALA LUMPUR, MAY 13, 1978) 

INVESTMENT 

BY THAUNG MYINE 

DEPUTY PRIME MINISTER DATUK MAHATHIR MOHAMED GOES ON A TWO-WEEK 
TRIP TOMORROW TO BRITAIN AND WESTERN EUROPE ON A MISSION TO ATTRACT FOREIGN · 
INVESTMENT TO MALAYSia, WHICH IS LAGGING FAR BEHIND THE TARGETTED AMOUNT. 

THE THIRD MALAYSIA PLAN COVERING 1976-80 CALLS FOR TOTAL INVEST­
MENT OF 44 BILLION RINGGIT (18 BILLIO~ U.S. DOLLARS) BUT SO FAR INVESTMENT, 
PARTICULARLY IN THE PRIVATE SECTOR, IS RUNNING AT LESS THAN HALF THE GOALS 
SET. 

THE PLAN FORMS THE KEY EFFORT OF THE GOVERNMENT TO BUILD A PROS­
PEROUS, MULTI-RACIAL SOCIETY OF THE POLITICALLY DOMINANT MALAYS IN THE 
MAJORITY, AND ECONOMICALLY POWERFUL CHINESE MINORITY. 

PRIME MINISTER DATUK HUSSEIN ONN AND DATUK MAHATHIR AS HIS DEPuTY 
HAVE STAKED THEIR POLITICAL FUTURE ON THE GOAL OF ANHHYDUENT, MULTI-RACIAL 
SOCIETY, AND SWORN THAT ALL THE PROMISES OF THE PLAN WOULD BE CARRIED OUT. 

DATUK MAHATHIR TOLD NEWSMEN THAT HE WOULD HOLD SEMINARS IN BIRMINGHAM, 
FRANKFURT, PARIS AND COPENHAGEN TO DISPEL DOUBTS AMONG EUROPEAN INDUSTRIALISTS 
OVER MALAYSIA'S SECURITY, POLITICAL STABILITY, INCENTIVES AND POLICIES ON 
REMITTANCE OF PROFITS. ; . 

DATUK MAHATHIR HOPES TO PERSUADE INDUSTRIALISTS WHO HAD CLOSED DOWN 
THEIR PLANTS IN EUROPE BECAUSE OF HIGH COSTS AND INFLATION TO TRANSFER THEIR 
ENTERPRISES TO MALAYSIA WHERE LABOUR COSTS ARE LOW AND LAND AND OTHER INFRA­
STRUCTURE FACILITIES ARE AVAILABLE. 

DATUK MAHATHIR AND HIS HIGH-POWERED TEAM OF 18 TOP INVESTMENT 
OFFICIALS WILL CONCENTRATE ON CONVINCING INDUSTRIALISTS TO PUT THEIR MONEY IN 
THE MANUFACTURING SECTOR WHICH REQUIRED AN ANNUAL INVESTMENT OF TWO BILLION 
RINGGIT (890 MILLION U.S. DOLLARS) UNDER THE PLAN. 

DEPUTY TRADE AND INDUSTRY MINISTER DATUK LEW SIP HON SAID THAT 
THE MANUFACTURING SECTOR PERFORMED UNSATISFACTORILY IN THE PAST -TWO YEARS 
WITH THE PROPOSED CAPITAL INVESTMENT TOTALLING ONLY 2.1 BILLION RINGGIT. 

CHINESE MALAYSIAN INDUSTRIALISTS WITH CASH TO SPARE ARE PARTLY 
RESPONSIBLE FOR INVESTMENT FALLING SHORT OF THE TARGETS, BY HOLDING BACK 
FINANCE IN FEAR OF THE INDUSTRIAL COORDINATION ACT WHICH REQUIRES 30 PERCENT 
BUMIPUTRA (MALAY) PARTICIPATION IN NEW PROJECTS OR EXTENSION OF EXISTING 
ONES. 
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THE ACT IS A MAJOR INSTRUMENT OF THE GOVERNMENT'S NEW ECONOMIC POLICY 
TO CURE THE HISTORIC INEQUALITY BETWEEN THE MALAY ECONOMIC HAVE-NOTS AND THE 
MINORITY CHINESE WHO HAVE DOMINATED MALAYSIA'S ECONOMY, BUSINESS, FINANCE AND 
OCCUPATIONS FOR GENERATIONS. MALAYS COMPRISE ABOUT 52 PE~eENT OF THE 12.5 
MILLION . POPULATION AND THE CHINESE 35 PERCENT. 

A GOVERNMENT INVESTMENT MISSION WILL ALSO GO TO JAPAN IN NOVEMBER. 
JAPAN HAS GIVEN MALAYSIA FOUR YEN LOANS AND PROMISED ANOTHER, ALTOGETHER 
AMOUNTING TO MORE THAN 450 MILLION DOLLARS. 

THE GOVERNMENT THINKS THAT THERE IS MORE ROOM FOR CAPITAL FROM THE 
UNITED STATES, WHICH HAS ALREADY INVESTED 100 MILLION DOLLARS IN MALAYSIA. 
AN INVESTMENT MISSION IS DUE TO GO THERE IN DECEMBER. 

GOVERNMENT MISSTONS WILL ALSO VISIT EASTERN EUROPEAN COUNTRIES LIKE 
YUGOSLAVIA, POLAND, THE SOVIET UNION AND OTHERS WITH WHICH MALAYSIA CAN SET 
UP JOINT VENTURES IN AGRO-BASED AND RUBBER-BASED INDUSTRIES. 

THE GOVERNMENT IS CONSOLED BY THE FACT THAT THERE HAS BEEN A LOT OF 
INVESTMENT IN THE GROWING OIL INDUSTRY. 

ESSO DRILLING OFFSHORE OIL HAS INVESTED 900 MILLION RINGGIT (255 MIL-­
LION DOLLARS) WHILE SHELL AND MITSUBISHI HAVE AGREED TO A 35 PERCENT SHARE IN 
ONE BILLION· DOLLAR LIQUEFIED NATURAL GAS (LNG) PRODUCTION IN SARAWAK STATE OF 
EAST MALAYSIA, SCHEDULED TO SJIART OPERATION IN 1983 •. 
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Perspectives On Malaysia's Economic Development l/ 

Malaysia ·is a resource rich country and has exploited these 

resources to achieve a per capita income in 1976 of US$860 making it one 

of the most prosperous countries in Southeast Asiao To day Malaysia 

is the world's leading exporter of tin, rubber, and palm oil, is 

a major exporter of tropical hardwoods, and has significant resources 

of oil and natural gaso In recent years Malaysia's manufacturing 

sector has also registered substantial growth and -while the share of 

manufacturing output is still relatively small, the country has become 

an important exporter of manufactured goodso The rapid growth of this 

sector together with a major expansion of public sector investment 

during recent years has been a main reason for the acceleration of 

the overall growth rate from 6 per cent during the 1960s to about 

8 per cent in the seventieso The substantial expansion in production 

has been achieved in the context of economic freedom and stability. 

This pattern of development has resulted in an economy 

that is highly open with exports and imports each equivalent to 

almost half of GNPo While the size of the Government has increased 

substantially, it has generally not competed with nor constrained 

the private sector. Reflecting both low world inflation and careful 

economic management by Government, a long record of price stability 

has been achieved. The acceleration of inflation in recent years can 

be almost wholly attributed to the large increase in world inflation. 

A look beyond macro economic aggregates however reveals a 

serious problem: a substantial part of the population is poor. 

In 1970, for instance, the Government estimated that almost half 

the population had incomes insufficient to provide minimum requirements 

of food, shelter, clothing, and other basic needs. Since then there has 

1/ This version of the overview to ~he proposed publication 
on the Malaysian economy reflects most of the substantive 
changes which were agreed with the Governmento The major 
revision still outstanding is to include a discussion on 
the importance of accelerating rural dev~pment and of 
limiting the rate of population growth. 

2/-
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been a definite decline in poverty such that by 1976 the incidence 

of poverty has probably fallen to about 40 percent. Also by 

international comparison Malaysia's poverty line appears to over­

estimate the extent of absolute poverty. Nonetheless serious problems 

of poverty and uneven distribution of income remain. Further the 

ethnic composition of the poor is very unequal with pov;Jrty largely 

concentrated amongst the Malays. 

How can this poverty be reconciled with rapid growth and 

relatively high per capita CNP? First, the agriculture sector, 

the main source of employment in the economy, has historically 

developed in a highly dualistic manner. Thus despite the presence 

of a relatively high productivity estate sector, the majority of 

households in agriculture is still engaged in lower income traditional 

activities consisting mainly of smallholder rubber and rice farming. 

Further this dualism has signification racial commotations. By and 

large Malays, who held the land by custom have stayed in traditional 

agriculture while the immigrant groups of Chinese and Indians entered 

the sectors which eventually proved to be more dynamic: tin mining, 

agriculture estates commerce and eventually manufacturing. As a 

result most of the poor are Malays and many Malays are poor. 

Second, Malaysia has experienced very rapid population 

growth during the 1960's which has reduced the per cnpita production 

growth to half that of total output. In addition the country 

experienced a serious and sustained terms of trade loss during the 1960's which 

further reduced average real income growth during the period~ Of particular 
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significance was the large decline in the price of rubber; 

in the course of one decade the unit value of this main 

export product was halved (in terms of real purchasing 

power)o Since rubber tapping is the principal occupation 

of Nalaysia's poor, this has had a serious negative 

effect on the efforts at poverty alleviation. As a 

result, during the 1960's the position of many of 

Malaysia's poor improved· only very slowly. 

This generally disappointing outcome occurred notwith­

standing the very effective programs to increase 

agricultural productivity, which were undertaken by 

the government as well as in the private sector. 

These programs r esulted in a growth of smallholder 

output which was almost as high as for the sector 

as a whole (6 percent). Real price of rubber and paddy 

smallholder output in parti cular made substantial gains, 

which were, after 1970, no longer offset by a decline in the 

r eal price of rubber. 

Through a vigorous replanting program, smallholder 

rubber output rose substantiallye In fact during 

1960-75, smallholder output grew almost twice as fast 

as that of estate so Large irrigation proj ects, in 

particular the ~illDA scheme, substantially increased 

rice output of smallholder producers. The Government 

also instituted a large land deve lopment program which 

opended up virgin t erri{ory to the landle ss as well as 

poor farmers. This program not only provided above 

4/-
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poverty incomes to large numbers ?f poor households 

but also relieved pressure on tha land already being 

farmed. The private sector as well as the government 

in some of its land development schemes moved from 

rubber into palm oil, thereby not only increasing the 

short-term return but also contributing to the 

long-term diversification of the economy. Government 

nlso expanded its role in providing social servioes 

nnd there were substantial increases in the provision 

of education and health to the poor. These I?rograms · 

hnve increased the welfare of many of the poor significantly, 
' . 

as is evidenced by the fact that death rates have 

declined substnntinl~ and life expectation increased for all segments 

of.Malaysian society, while primary education is now almost universal. 

The above serves to illustrate that it would hardly 

be appropriate to judge the government policies only on the 

basis that the incomes of the poor generally did not show much 

improvement. Rather, it should be emphasised that significant 

improvements, in raising production levels, diversifying output, 

and improving social services, were made and there would have 

been greater impact on rural incomes had it not been for a poor 

external environment. Alternatively, given the decline in 

primary product prices, Malaysia's poor would have been much 

worse off if there had been no Government intervention. 

Because the problem of poverty is both large and 

persistent,. the Government has given top priority to 

poverty eradication. This is one of the twin objecti~es 

of the New Economic Policy (NEP) announced by Government 

in 1970. . The other objecti~e is to re ce the racial 

imbalances that exist in income, employment and asset 

ownership. Thus by 1990 the NEP stated objectives are 

to reduce the incidence of poverty by two-thirds, to 
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achieve a pattern of employment by sector and occupation 

that reflects the .racial composition of the population 

and to increase the bumiputra share of equity ownership of the 

corporate sector from 2 per cent in 1970 to at least 30 per cent by 1990. 

While Government intervention would continue as an important 

means of achieving these objectives, the New Economic Policy 

gives new emphasis to the necessity of rapid modern sector 

grov~h as the context within which the objectives will only 

be attainable. Thus the Government's long-term plan is based 

on the requirement that almost 9~~ (2.1 million) of the total 

new jobs to be created during 1975-90 would be in industry and 

serviceso This implies a substantial reduction in the share of 

agriculture employment and a net shift out of agriculture of over 

one million jobs compared to the number that would be employed 

in agriculture if present employment patterns were to persist. 

Work undertaken by the World Bank during the past few 

years has reaffirmed the importance of maintaining a long-term 

GNP growth rate of at least 8 per cent per annum as well as even 

more rapid growth of the manufacturing sector in order to achieve 

the NEP targetso Without this high growth, employment growth 

of over 3 per cent per annum will not materialize if, at the 

sillne time, rural incomes are to be increased significantly. 

Also the relative position of the Malays could not be improved 

to the desired extent without a worsening of the absolute 

position of the non-Malayso A lower growth rate would make it 

very difficult to achieve a substantial reduction in poverty 

notwithstanding reasonable agriculture growth and some 

redistributive measureso For instance a growth rate of 

6 per cent a year would probably result in at least 

twice as many households in poverty in 1990 as are 

projected in the Perspective Plano Similarily such moderate 
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growth would substantially reduce the creation of new 

employment in the modern sector. This would make it impossible 

to achieve the r e structuring targets because it would imply 

the non- Malay growth of employment in the modern sector were 

he ld well below labour force growth and substantial reverse 

migration of non-Malays from urban to rural areas. The 

general thrust of this argument is completely in line with 

Government policy which stresses that the goals of the NEP 

have to be achieved in a context of rapid economic growth. 

The Government's long-term plan, for instance, calls for 

a GDP growth of over 8 per cent. 

Given the necessity of high growth, how can it be achieved? 

Since the Third Plan was drafted th(~re have been significant changes 

in a number of key factors affecting growth. Resources prospects 

are much better . as a result of both larger oil and natural gas 

exports now being projected as well as generally more favourable 

prospects for the prices of Malaysia's other export commodities. 

Both the balance of payments and the resource position of 

Government will therefore be significantly improved compared to 

the past. During the Third Plan for instance exports could be as 

much as 15-20 per cent higher than earlier proj ected, significantly 

increasing fore ign exchange resources available for growth. 

These improved export prospects especially for oil will also 

greatly increase Government revenues. Public s ector r evenues 

could increase from the equivalent of 26% of GNP during the 

Second Plan Period to about 33% during the next decade. 

The availability of resources, which has not been a 

serious problem in the past, is not expected to be a constraint 

in the future. Compared to most other developing countries 

therefore, Malaysia is in an excellent position. 

7/-
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While Malaysia appears to have the financial capacity 

to achieve rapid growth, there are number of factors which 

will require a change in the pattern of growtho First the growth 

of Malaysia's labour force is likely to be even higher than the 

rapid rate recorded in the sixties and early seventieso In 

addition the economy will have simultaneously to meet the employment 

restructuring targets of the NEPo Thus the pattern of growth will 

have to allow for a considerable shift of Malays from agriculture to 

industry and services as well as absorb the growth in the non-Malay 

labour forceo In confronting these demands, the economy will be 

able to rely less than in the past on rapid growth of primary productionso 

While Nalaysia is still rich in natural resources, which 

will provide a reliable base for the expansion of the economy, ~he 

physical growth rates of such major commodities as rubber, palm oil, 

forestry products and petroleum are all likely to be less than in the 

pasto With growth in the resource sectors decelerating, rapid 

industrial growth will become increasingly essential to a 

successful economic performanceo This imperative arises not only 

from the view point of production and the creation of real incomes, 

but also from the view point of employment and its restructuringo 

However the economy is not well poised at the moment for such 

rapid industrial growth due to the decline in manufacturing 

investment during the past two yearso A number of reasons have 

been advanced for this decline, and it is difficult to determine 

the relative significance of these various explanationso However~ 

it is clear that a substantial increase in manufacturing investment 

is needed if the manufacturing growth rate is not to falter in 

the coming years. 

8/-
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While Government does not have direct control 

over private investment as it does over public investment, 

it can play stronger instrumental role in providing a policy 

frmnework conducive to vigorous private sector growth. 

Because the more obvious areas of import substitution have 

been exhausted, sustaining rapid growth in manufacturing 

will have to increasingly rely on export expansiono Therefore 

policies will have to ensure a favourable export environment. 

In this context a modification of the current tariff structure 

which tends to discriminate against some manufactured exports 

given the relative set of export incentives merits 

consideration. Also exchange rate management will have to 

give careful consideration to the impact on manufactured 

exportso An attempt to offset high rates of world inflation 

via substantial exchange rate appreciation could significantly 

undermine Malaysia's competitive position as well as exacerbate 

the mal-distribution of income. With regard to institutional 

factors, Government has already acted to alleviate fears 

in the private community over the Industrial Co-ordination 

Act and the Petroleum Development Acto Government has also 

stressed that it will implemented the ICA in a flexible and 

pragmatic manner so as to encourage investment and growth. 

Since much of the concern in the private sector has been over 

how the ICA will be implemented, a flexible implementation of 

the Act by Government should help to ease considerably the 

concern in the non-Malay business community. One area where 

a flexible approach seems warranted is at the firm levelo A 

further increase in the minimum size of firm to which the ICA 

would apply for instance might help ease the administration of 

the Act as well as ease fears among smaller family firms, without 

endangering the fulfilment of the NEP objectiveso 



~fuile much of the discussion about restructuring 

has recently focussed on the ICA the more general restruc~~ring 

targets of the New Economic Policy present a considerable 

challenge to the growth processo Not only does the economy 

have to provide productive employment for a rapidly growing 

labour force, but is also r equired to provide for a 

considerable change in the r ecial composition of employment 

by s ector and occupationo Achieving the employment 

restructuring targets requires a ~.:iubstantial change in the 

patterns into which new employment needs to be channelled 

compared to the pasto The most sweeping change s would be 

required in agriculture which would be required to absorb 

only 5 per cent of the Malay ne t addition to the labour ~orce. 

This implie s that about 75 per cent of the new place s in 

agriculture would be taken up by non-fvlalays o Many observers have 

raised questions about the realism of these targets, which would 

maintain the proportion of non-Malays employed in agriculture at 

about 30% and sharply r educe tha t of the Malay. This 

objective is further constrained because most, if not all, of 

the desirable new jobs created in agriculture will be in land 

development schemes and until now, f ew new settlers have been non-

Malayso There would certainly be a problem with . bypassing 

poor Mal ays to give new l and to non-Mal ays. If ttis wer e not done, 

hmrJever, Malays would r ecieve not only the new land, but also 

many j obs in the modern sector. The non-Malays would have to stay 

in agriculture and could easily feel : ~ypassed in reaping the 

benefit s of deve lopment. 



The f oregoing discussion serve s to demonstrate 

that the emplo}~ent restructuring targets may not be e asy 

to fulfilo This is true even if the total employment targets 

by s ector are r e a lizedo These targets are rather high, however, 

at least for the modern sectorso The Third Malaysian Plan 

explicitly sta t e s that not much improvement in productivity 

has been assumed, in the service sectors, and tha t some 

underemployment in these sectors may persisto Because policy 

instruments have not yet been devised to induce workers to leave 

agriculture under these circumstances, the estimate s may 

overemphasize the relat ive shift from agricultural to service 

employmenta I £ employment in the modern s ectors expands less 

rapidly than f or e s een, more workers will r emain in agriculture 

and the r e structuring targets, e specially those for agriculture, 

will be even more difficult to r each without forcing them upon 

reluctant se gments of the populationo This is not to say that 

the objective to r e structure employment should be put aside 

as unrealistic or i mpr acticala It does not appear to be 

desirable, however, to enforce the restructuring targe ts 

whatever the costa Such enforcement may endanger the process 

of economic growth, whi ch is instrumental t o any reasonable effort 

at r e structuringo To be guarded against, then, is the vicious 

circle that can deve l op between further enforced restructuring 

and continuing economic stagnationo A drop in the growth r a te 

to 6 per c ent f or instance would not allow f or a sufficient flow 

of labour from traditiona l agriculture t o the industry and 

services s ector s to achieve the t ar geted r e structuring of employmento 

11/-
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Under these circumstances, it seems appropriate 

to conclude that the objective and the process of 

restructuring are more important than the specific numerical 

targets seto The major objective is to foster national unity, 

which will be jeopardized if the vicious circle indicated is 

allowed to developo Still, the process of reducing the 

identification of race with economic function should be 

continued. But, as Government has stipulated, it should be 

continued in such a way that all major groups in society feel 

they are participating significantly and continuously. If 

this involves softening some of the numerical targets - for 

example, by including the Malays benefiting from land development 

schemes among those whose jobs have been restructured - the 

t 
cost is relatively small if the objective and process of 4 

restructuring are retained. In addition, given the relatively 

comfortable resource position Malaysia will enjoy in the coming 

years, more use may be made of incentives to attain the 

restructuring obj ectives than r egulations, which may have a 

dampening effect on business activity and the growth context in 

which restructuring has to take place. 

The general process of restructuring, especially of 

occupations, will also r equire a considerable expansion in the 

number of technically trained Malayso Judging by theamstantial 

progress made during the Second Malaysia Plan in increasing Malay 

enrolments while allowing for significant gro~vth in non-Malay 

enrolments, the Government obviously gives high priority to 

this issue o Nevertheless the Third Plan raise s the spectre 

of substantial shortage s of technical manpower y 1980. 

12/-
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A re-assessment of the long-term educational requirements may 

therefore be warranted if shortages in the supply of skills 

are not to constrain the potential for r e structuring made 

possible through rapid growtho 

Another possible constraint on the achievement 

of the NEP obj ectives is the cap3city of the public sector 

to undertake a larg~r development programo The availability 

of resources is not likely to be exhausted by rapid privat~ s~ctor 

growtho Thus, whatever happens in the private sector, larger 

and more effective public sector p.r;ograms to reduce poverty would 

be financially feasible and economically justifiedo /\reas where 

Government might consider e~panding its poverty program include 

the stepping up of land development, smallholder replanting schemes, 

credit and extension services for paddy farmers, and rural roads and 

electrification. Government might also consider more direct 

measures to increase the poor's access to and reduce the cost of 

such basic needs as education and utilitieso 

While there is a strong justification in terms of 

poverty alleviation for an expansion of such programs, 

the implementation of the public sector will require strengthening 

to make such an expansion possible. Since the scarcity of 

qualified manpower in the public sector appears to be a serious 

constraint on expanding the development program Government ftlight 

consider making grea ter use of skills available in the priv~te 

sector on a temporary basis until the public sector proper can 

be expanded. 

In summary Malaysia's prospects for continued rapid 

growth and for an amelioration of the twin problems of poverty 

13/-
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and racial imbalance s appear good. Certainly, on the resource 
serious 

side there should be noLconstrainto To achieve its goals 

however will require vigorous action by Government along a 

number of frontso The policy framework will have to be 

readjusted as necessary to promote a rapid recovery and 

sustained growth of the industrial sectoro Apragmatic 

attitude will be needed in interpreting and implementing the 

quantitative r e structuring targets to ensure thqt the overall 

goal of improving r acial balance is not lost sight ofo The 

education system will require close scrutiny to ensure that 

it does not constrain the r e structuring potenti~l of rapid 

economic grmvtho A larger and ·more · effective effort to reduce 

poverty by direct pubiic sector action is warranted but will 

require a concerted effort to expand the capacity of the public 

sector to prepare and implement poverty orientated programs. 

,. - · 
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1976 Per Capita GNP: 

Currant Population 
Growth Rate: 2.8% p.a. 

Current Exchange rate 
M$2.5 • US$1.00 

COUNTRY PROGRAM PAPER 
MALAYSIA 

IBRD 

No. of loans 
No. of loans 
per million 
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Per Annum: Current 

IBRD 

1A World Baak Atlas, 1977 (forthcoming) 

FY69-73 

195.6 

15 
1.18 

REVIEW o: AFT 
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FY74-78 

Q 
20 

1.57 
22 

1.73 

Const. FY77 Commitment 

(9.8) 

~ The FY77-81 lendiaa program proposed in this CPP compares with the progra. 
for the aame period approved at the last CPP review (June 4, 1976) as 
followa: 

FY77-81 Lendins Proaram Percentase Chanse 
Appro~ed Proposed Proposed/Approved 

No of loans and credits 23 23 
Current $ million 575.0 699.5 22 
Constant FY77 Commitment $ 500.7 603.2 20 
Per capita per annum 
(Constant FY77 Commitment $) 7.9 9.5 20 
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A. INTRODUCTION 

1. T.he last Country Program Paper on Malaysia was reviewed with 
Mr. McNamara on June 4, 1976. The present paper outlines a Bank economic 
aad lending program directed towards supporting Malaysia's critical social 
and economic objectives. In view of the favorable resource position Malaysia 
ia likely to be in for the foreseeable future, Mala sia has little need of 
financial assistance er se. Rather our program will address aysia s 
cr tical development constraint by helping to identify, design and implement 
·projects that will 1 rove the lives of a larg~ number of Mala sia's poor. · 
The principal means of providing sue ass stance will be through t e tradi­
tional financing of projects, pr in the a ricultural sector• To the 
extent consistent with staff availabilities, our lending will be concentrated 
iD areas that have maximum impact on the poor. Further, in designing projects, 
an effort will be made to maximize the Bank's support for the sector as a 
whoie.· Thus the technical assistance/training component of our projects will 
be broadened wherever possible to include not only assistance in implementing 
the particular project the Bank is financing, but would also attemPt to ease 
·sectoral constraints and thus bel the Government to lement a lar er and 
~effective sector o ram. 

2. The economic sections of this paper reflect the findings of 
an economic mission which visited Malaysia in February 1977 primarily to 
review the Third Malaysia Plan (see report No. 1594~ October 14, 1977). 

B. COUNTRY OBJECTIVES AND PERFORMANCE 

lacks round 

·3. With a 1976 per capita GNP of US$860, Malaysia of the more 
pro~peroue countries in Southeast Asia. The country has 
able population density (averaging about 100 persons per square mile) and is 

.. d and llineral resour ea In Peninsular Malaysia (where almost 8'% 
of the populat on resides) around 4 million acres could still be added · to the 
8 . .Ulion acres now n; an n ,. ah and Saraw. , which have 

lower pop ation densities, over 4 million additional acres could also 
~~~~~~ for cultivation. Tne country y agr cultural, 
with the agricuitural sector accounting for aimost half of employment and- a 

· third of total output. Over the past 15 years · (l960-75), Malaysia's_aE~ 
record has been admirable with output increasing on average by almost 7% a 
year. particular note is the relatively high ro icult 

· output which also averaged about ur ng this period. 

4. The most distinctive characteristic of Malaysia is its ethnic, 
linguistic, cultural, and religious pluralism, broadly based on the Malay 
(55%), Chinese (34%), and Indian (9%) populations. This fundamental ethnic 
diversity is t e central political and economic issue in Malaysia. At the 
~me of independence (1957), an agreement was reached between· the two domin~nt 
ethnic groupa, the Malays and the Chinese. .Citizenship was aiyen to l•rge 
a~era of Chinese with the understandin r 
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~ business int•r••t@· The Malays were guaranteed that certain features of 
M&lay life would be adopted as national institutions, including the position 
of the sultana, their language, their religion, and their special rights to 
land. Thua, in the 1960s the situation was characterized by the political 
domiaance t Malays and the economic of the Chineae.--nurina 

. ! ~. 
l 

ecade the Malaysian economy maintained an average rate of real growth 
of around 6%. At the same time, progress was made in reducing the country's 
dependence on rubber exports through diversification to alm oil, ra id 
devel me er resources, and h of manu actured oo 
and •· The ratio of exports to GNP fluctuated around 45% and the 
balance of payments osition rema ned strong. e· overament's conservative 
is moneta ement resulte n a relatively ow evel of external 

public debt and a favorable international financial standing. 
~ 

this respectable macro economic performanc during the 
~~~~~~~mL~~~~d~a~m~e~n~t~a:l~~~~ persisted: erious racial 

In 1970, 80% of the Malays r 

gners 

6~ Exacerbating these racial differences 
ovarty in aia. Despite a relatively hi&h per cap ta income, almost 

half of the population was still poor in 1970.11 Poor houaeholda are 
found predominantly in the rural areas, with agricultural activity as the 

. ,. P.riM source of income. In Peninsular Malaysia the states with the highest 
incidence of rural poverty are in the north and northeast (Kelantan, Trengganu, 
~erlie and Kedah). The occupations which have the highest incidence of · 
poverty and which comprise almost half of the rural poor are rubber small­
holders ancl padi farmera. The primary causes of poverty J,or these groupe are 

. law yield• and small holdings, and in ~ition, for paddy farmers, ~ · 
ra nage a d irri at for double cropping. Rural poverty is · 

pread among fishermen, coconut smallholders, and estate workers. 

1l The poverty line income used by the Malayaiaua is baaed on the coat of a 
minimum subsistence diet and the cost of four essential non-fo9d items. 
The 1976 poverty line is estimated to be US$215 per capita per annum. 
This 1e substantially higher than in other East Asian countries. The 
difference is due partly to high domestic prices (including the rice 
price). Probably, however, the diet used in estimating the Malaysian 
poverty line is more "generous" than in the other countries. The Govern­
ment has been sensitive about the explicit use of the poverty line 
estimate because it could increase pressure for wage increases for 
civil aervauta, many of whom might feel too close to the poverty line. 
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7. While it is generally agreed that hunger is not a serious problem · 
in Malaysia,. malnutrition is. A study of preschool children in a rural area 
of a relatively poor state (Trengganu) suggested that 20-25% were suffering 
from moderate to severe malnutrition. There are significant dif eren~es n 
healt , accaa 1e ana educational services, and housing quality 
between rural and urban areas, and among the various states. While progress 
has . b.een made in reducing mortality, death rates in the poorer states remain 
significantly higher than -in the richer states and rates for Malays higher 
·than for other communities. In 1970 it was estimated that 69% of private 
dwellings in rural areas were substandard compared to only 19%· of urban 
housing. Inter-state differences in housing quality were nearly as wide. 

8. These related prob of overt and racial inequities have 
consistently . challenged national unity and i severe racial 
riots. The Government responded swiftly to these disturbances, restored 
order in a relatively short time, and initiated the New Economic Policy 
(see below). Since then the position of the country's leadership continued 
virtually UDchallenged until the p ent Prime Mi er assumed office in 
January 1976. Be is a s ro onent of national unit and has thus been 
advoe4t~~a moderate course in balancin Malay and non-Mal erests. 
Largely for this reason his leadership is bein a en ed b the more~ 

. extremist Malay-rights act ODS of 8 party. Thus, Sparked by a COn lict 
over control of the state government of Kelantan, the ~n Malaysian Islamic 
Party (PMIP), an estreme Malay rights party, withdrew from t Nat 
Coalition. Because of the PMIPs strong base er predominantly Moalea 
states, this split could unde~ne the conciliatory position of the present 

.. top leadership and hence the goal of national unity • 

. . 9. Following the large scale communist insurgency in the· fifties, the 
threat of communism has . always loomed large in the ·consideration of Malaysian 
governments. It is noteworthy, however, that during the past year there baa 
been a marked decline in the number of terrorist incidents in urban areas. 
With the cooperation of Thailand, the Government has stepped up its military 
campaign aaainst the commUnists in the jungle areas bordering the two coun­
tries. Security remains tight, particularly in the areas that border 
Thailand, aDd leaislation has been enacted to facilitate speedy convictions 
for terrorists. Terrorism is still largely associated with Chinese elements, 
and one danser is ·that an overzealous implementation of racial restructuring 
policies will provoke a backlash among the local Chinese which could benefit 
the terrorists. Therefore, insurgent activity must be checked and interracial 
equity promoted without antagonizing the non-Malays. 

10. Government Ob:Jectivea. Following the racial riots of 1969, the 
Government formulated a long-term policy to address the issues of racial 
inequities and poverty. In particular the Government incorporated within the 
Second Malaysia Plan (SMP), 1971-75, a New Economic Policy · (NEP). The object ive 
of . the NEP is to promote national unity through the two-pronged strategy of: 
·ca) reducing and eventually eradicating poverty by increasing employment 
opportunitiea and raising income levels for all Malaysians; and (b) restruc­
turing Malaysian society to reduce and eventually to eliminate the identif 

· cation of race with economic function. More specifically, the· policy . 
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proposes to re4uce in a 20 year period (197Q-90) the sharp income differences 
between Malaya and non-Mala· s by reducing t e spar es n ,i, 

o o weal n e modern sector and by reducing the concentration of 
Malay employment in traditional low income rural activities, while increasing 
Malay preaence in the relatively high income urban. sector. ,;1 
1i. of ~ 
the 

12. The principal means, proposed in the official development plana, 
of achieving these objectives is rapid growth of the industrial and service 
sectors. This growth will not only increase average incomes but will also 
serve the objective of racial restructuring of the labor force. Indeed, 
during the Second Plan period there was a notable acceleration in the growth 
rate of the economy. Resulting from a substantial increase in the growth 
rate of iuveatmant, both public and private, in the early seventies (when 
fixed inv88tment grew by almost 18% a year) and conversely low growth of the 
agricultural labor force, the economy moved from an historical srowth path of 
a~out 6% to one closer to 8%. · 

13. The Government's long term plan is baaed on maintaining this hiaher 
growth path and projects that almost 90% (2.1 million) of the total neW jobs . 
to ·be created (2.4 million) during 1975-90 would be in industry and services. 
This ~lies a substantial reduction in the share of agricultural employment 
(froa 9% in 19 o an cess a net s l 

Table 1: THIBD MALAYSIA PLAN EMPLOYMENT PROJECTIONS 

'000 % 2·a· 
1970 .!ill. 1990 197Q-75 1975-90 

Agriculture 1,787 1,937 2,231 1.6 1.0 
Industry . 486 622 1,430 5.0 5.7 
Service• 1, 067 1,369 2,687 5.1 4.6 

Total 3,340 3,928 6,348 3.3 3.3 
Labor force 3,607 4,225 6,807i.A 3.2 3. 2i.A 
Uneap1oyment (%) 7.4 7.0 6.7 

Source: Third Malaysia Plan 
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aari~ulture of close to a million jobs compared to the number that would be 
employed if there were no reduction in agriculture's share of employment. While 
this projection implies that agriculture would have to absorb only ·a 1% p.a. 
arowth in ita labor force compared to 1.6% p.a. during 197Q-75, these rates must 
be viewed in the con~ext of the Government's poverty reduction targets. During 
197G-75 there was almost no reduction in absolute poverty ~n agriculture, whereas 
during 1975-90 the Government has set as a tar et a 60% reduction in absolute 
overty. While it is essen a a a maximum effort be ma e n ncome 

an employment opportunities in agriculture (see paras. 26-30 below), nevertheless , 
without such rapid growth of industry and service sector employment (see Table l 
above), it would be very difficult to achieve these ambitious poverty targets or 
_to achieve a couiderable degree of racial restructuring of aaployment. 

14. In addition to pursuing a rapid growth strategy, the Government 
also proposes to achieve ita goals through more direct means: on the poverty 
aide, mainly through public investment and programs directed· toward the poor, 
and on the racial restructuring side, through controls and quotas. Since 
moat of the poor live in rural areas and receive the bulk of their income 
froa aariculture, the principal Government anti-poverty programs are directed 
toward rural households. Government ural rograms fall into two 

c cate oriea: in situ development and new land eve p nt. e ormer 
prosram, which in the Third Malaysia Plan has been given much more emphasis, 
attempts to· increase the tiY.it of small farmers b supplying them with 

· irriaation and draina e, improved inputs and etter access to credit and by 
teaching them better farming practices. The latter program Cleve ops previously "' 
uncultivated land and settles on it people with little or no land of their own, 
t~ereby providin& them with the means to earn a better living, and at the same 
tt.e relievina the pressure of population on already occupied agricultural lanQv 

·1S. During the 197Q-1990, the perspective plan projects a consid-
erable reduction 
Malaysia, roa 6 be achieved by raising the incomes of 

, a.ilies above the poverty line as well as by providing above poverty 
ia.coaes for an additional 60,000 households. About 60% of this reduction can 
be attributed directly to the land development programs and the remaind•r 
lar&ely to in situ proarams. In addition to its agricultural programs, the 

· Government 1a ~o mountin · urban and count de pro r8lll8 to provide the 
.poor better acceea to housing, water, e ectri ica on, and 
fami y p aon!na. 

16. . Government efforts to achieve a better racial balance are diverse 
and include: direct regulation of private sector enterprises, eatablisbment 
of public bodies to purchase directly or to create corporate aeeeta on 
b.•half of Malays, expauaion of education and training and technical assistance 
programs for Malays, a system of quotas and preferences favoring Malays in 
admission to tertiary educational institutions, the introduction-of Bahasa 
Malaysia as the main medium of instruction in schools, a Malay preference in 
public service jobs, ~inancial credit assistance to Malay enterprises, 
administrative measures in the public sector giving price preferences to 
Malay suppliers, and a quota of public construction contracts to Malay f -;· 't"L 1 

.The troveraial and ote ti far embodied in the 
Industrial Coordination Ac.t (ICA), _P.assed in 1975, which equ ty 
&1ld. tructuriDg tarpt throush a .,at £ of exis tina 
aDd new fi;.. bove a -certain minimum siz~. ile it is that 
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licences will be granted automatically,.L!, the ICA attaches conditions to the 
licence which require among other things, that 30% of e uity be reserved for 
Malaya, that the compoaition of the Board of ·Directors re ect t e equ ty 
WP~~re of the company, that employment ref ect the racial compoaition o 
the o ulatiou, that the company use services of Malaysian enterpriaea with 
preference aiven to Bumiputra 11 companies, that the company enter into 

· aareements only with written approval of the Ministry of Trade and Industry, 
and that the company appoint Bumtputra distributors to distribute at least 
30% of domestic output. 

17. Under the aegis of these policies, and before the ICA was starting 
to be implemented, some notable progress was made during 197Q-75. }~lay 
graduates from higher level institutions increased by more than threefold. 
The Malay ahare of inatitutional credit increased from 14% to 30%. The 

· Government estimates that, in the context of the accelerated growth of the 
· economy achieved during the Second Plan period, the Malay share of employment 

in manufacturing increased from 29% to 33%, and their share of administrative 
employment increased from 22% to 32%. The Malay share . (including Malay 
interesta) of corporate equity increased from 2.4% to 7.8%. 

18. However, some of these government policies, particularly the ICA, are 
having adverse consequences on the overall level of private investment as well 
as on the attitudes of the non-Malay community. The ICA is just now beginning 
~o be implemented, so it is too early to make an informed judgment as to how 
it will operate at the enterprise level, including what the time-table of 
·achievinl the conditions will be. It does appear, however, that- each fira 
covered by the ICA will at some point have to meet ita reatructuring taraets. 
Naturally, such an extension of Government control has had an unsettling effer ~ 

the tovea imate, particularly the fear in the business caa.unity 
that eziatiq licences cou d be revoked upon an annual review of their proaesa 
in ••tina the conditions. It is likely that this fear was an important cause 
of the decline in the rate of private (non-oil e ast two 
ears froa to , although other factors, sue 

t e international recess on n ecline in the competitive position 
of llalayaian manufacturing, were also involved. Besidu the effect .on investmeu'-, 
some of the restructuring policies, especially the educational quotas and emplcy­
ment preferencea for non-Malays, appear to be raising serious doubts in the non­
~ay community about their long-term place in Malaysian society. 

19. The upshot of this is that ~n practice the Government . is increas-
emphasizing legislative contr attain ita • 

Thia course appears o ave strong political backing among Malay politicians 
aDd teuda to be self-reinforcing since the principal beneficiariea of these 
control• are usually the Malay elite. It has been argued that achieving 

· . .ll. It is reported, however, that some of the conditions enumerated are 
often being checked or even imposed where specific Government services 
are needed, such as clearance of imports · through customs • 

.11. Malay atld. other indisenous people. Literally translated as "sons of 
the soil." The other indigenous people account for about 8% of the total 
population. 
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~~~~~~~~~~~wui~~~~r~c:le~if it continues on ita present course. 
Leaislative coatrola, by undermining growth and hence the contribution 
of arowth to the attaiumeut of the REP goals, could lead the Government to 
enact even mre coatrols ill au. attempt to meet their tarsets. While an 
att..,t may be .. de to azpand public investment to substitute for the adverae 
effects of slower arovth in the private sector, and while an apanaion of the 
clavelop-ut proara certainly would yield positive benefita, no feuible 
expen•ion of public investment could, by itaelf enaure the att•inwent of the 
loq taxa pove~ty and eaplo,..nt reatructur1q tarseta. Thua, a substantial 
rebOUDd 1D privata taveetment activity muat be attained. 

lecant Developa.nts and Medium-term Outlook 

20. . In mid-1976 Parliament approved ~he Third Malaysia Plan (T.MP) 
covertaa the period 1976-80. Unfortunately, the macroecouo.ic framework for 
policy vas then alr-dy aomewbat out of date. The TMP waa drafted during the 
19.15 receaaion and u a reault took a conservative view of future ruource 
avd.labilitiu. ~t the s- time, the substantial fall in private invut1Dent 
bad not yet been recopiaed so that the base year estimate of private iJNut­
MDt vaa auch too high. lJiprovecl 'information on econOIIi.c developaeuta dur1q 
the Second PlaD period and eveuta durills 1976 have nov made th .. e deficienciu 
ill the Pl.all abundautly clear. l'i~at, there w .. a laraer recovery iD tradi­
tioaal ezporta and iD the term. of trade iD 1976, as well as hiaber present 
aD4 prospective levels of oil production. Second, it nov appears that real 
private iaveatmant not only fell back couaider•bly in 1975 but declined 
further ill 1976. to achieve the TMP targets, private investment would now 
have to iDcr ... e on average by a formidable 24Z a year d1irins the four 
rewein~ng years of the Plan, compared to the .Verage TMP projection of 10% a 
year. l'or 1977, however, inveatment approvals to date do not :I.Ddicate an 
upaura• in private investment. 

21. 
~~~~~~~~~~~~~~:!~l~e~a~s. The magnitude of the prospect ~e 

~~~~~~~~~~~~~.-~~the 

22. Larsely aa a result of these higher ~orta, public reven e 
~cted to be hi herb aboqt US$3 billion during the ird Plan period. 
Since this rapreaenta about a 15~ increase over the revenues projected in 
the !MP it will aignificantly ease the financial constraint on the public · 

• 

~· 1ector, even thoup the ·bulk of the development proar&Dl will still have to 
. ~ fiuncecl by public sector borrowing. ()f particular note is that about 
· US$2 billion of the additional US$3 billion will accrue to l»etrODU, the · 
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·-·. state oil company. We 
US$1 billio 

a a 

23. In making long-term macroeconomic projections for this CPP, there 
is considerable uncertainty about how permanent the damage to the investment 
cli .. te may be. Our discussions with business circles, as well as the 
continuing decline in 1977 of investment approvals for manufacturing, suggeat 
that there is little prospect for a recovery in private (non-oil) investment 
in the near future. On the other hand it can be argued that there has been 
·historically a cyclical pattern to investment, ·that once the rules of the 
game (i.e. the ICA) become clear the investment climate will improve and 
that, in any event, investors will find it hard to resist new opportunities 
resulting from the subatantial increase in domestic purchasing power. 
Private (non-oil) investment may then quickly recover to the level prevailing 
in 1974 and the adverse impact on growth of the drop in investment in 1975 
and 1976 would be short-lived. Both these scenarios are possible, but they 
seeD to be at the extreme of the spectrum of possible outcomes. Therefore , 
we. have taken a middle position. Our judgment at this time is that the 
iaveatment disincentives of the ICA are serious. Although the Bank has 
.brou t issue to the attent on o e rime Minister, there is little 
likel the Government will ease these controls in the near future. 
Even if the iapl-ntation and contro e re ed 
ahortly, it would take time to restore the business community's confidence. 
Beve~theleaa, we expect that, in the longer term, private investors will 
~espond to opportunities. Thus, we are projecting private (non-oil) iavest­
Mnt to grow at about the same rate as GDP for the next few years (thus 
maintaining the current relative level of 8% of GDP) followed by an accelera­
tion in the eighties, so that by 1990 the rate of private investment would 
again reach about 12.5% of GDP. This implies an average annual growth of 
private (non-oil) of 7.5% for the ·rest of this decade and 11% 
duriDg the 1980s. GDP rovth 
w 1 

. recove~ 
a period o 
averall, it 
which could reault 
aariculture. 

24. Assuming that about three quarters of these surplus workers are 
absorbed in agriculture, the long-term growth in agricultural employment 
would be doubled from 1% p.a. to 2% p.a. In the context of an overall agri-
~ultural growth rate of 5-6% p.a., it would appear that substantial income 
gaina could still be made. However, preliminary estimates indicate that the 
growth of agricultural output would not be evenly distributed throughout the 
sector. For instance the output growth of poor rubber and padi smallholdet J , 
who are the largest groups of .agricultural poor, would probably be closer to 
2·~0% p.a. and 3.5% p.a. resp~ctively. If these groups, therefore, have to 
abaorb a aianificantly larger numbe~ of workers, it would obviously ·undermine 

. their potantial growth in income. ·n 
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· 25. Such a deterioration in new income and employment opportunities is 
-~ aerious in itself, but the problem is exacerbated in the Malaysian context 

· by the aoal of restructuring employment. While the prima ae 
the employman modern or, au important other eltm•nt of 

· r.. ructuriDg effort is to ener icient employment in the modern 
aector for bat their lo nt aa laat •• their 
labor The significant reduction in employment opportunities cause 

1 :vel would make meetins both these objectives. ilapoaaible. 

26~ To what extent can a poor growth performance in the private sector 
be offset by an expanded public development program? In view of the generally 
aood export prospects, as well as the higher levels of oil production now fore­
caat, there should be no resource constraint on undertaking a substantially 
larser devalo - ro ram. n v f!JW o t e su stan amount o 

d in Malayaia; an ~ ion. the laucl 4evelopm D-~~=-
vould help -• the slu ish indus rial 
·performance. Aaauming current planning levels, the Government will develop 
about 3.2 aillion acrea of .new land during 1975-1990. At an average allotment 
·of 10 acru per family, this would eventually settle about 300;.000 familia. 
Because, however, of lags between development and settlement and the ·higher 
acreage allotmants of land per settler during the past five years, actual 
aettlemant during 1975-90 would be closer to 235 000 lies with a potential 
.-plU)caat ef aboUt 35~0. This is equivalent to about % of the total 
D8. emplo iD Malaysia during the period and accounts ~r a new 

· e11p oyment in agriculture • .Ll Au expansion of .this program could thus have a 
sigDificant impact. A 50% increase in·the current rate of development could, 

~~ for instance, create an additional 150,000 jobs or almost a third of the 
•~rplus manpower not absorbed in industry and services. 

27. An increase in the land development program of this magnitude, 
hove•er, could seriously strain .the implementing capacities of the various 
·land develop .. nt agencies. Further, such an expansion would, in about a 
decade, probably besin to puah up against a land conatraint. It is roughly 
eatt.&ted that in Peninsular Malaysia, some four million additional acres 
could be .brougbt into cultivation. the current development program calls for 
the development of 2.4 million acres during 1975-90. A fifty percent increase 
would bring this total to 3.6 million acres, close to the total estimated 

·available land. On Sabah and Sarawak, while there is no preciae estimate of 
laud available for agricultural development, it is clear that land would not 
conatrain a substantial increaae · in the program. the ultimate pace of 

· d.VelopMut would, hawever, be limited by the fact that only 15% of the 
· .c;o.untry' • population live in these two states. In view of the potential land 
·develop11iant baa for creating employment and · reducina poverty, a reri.• of the 
o · ortun ro ram deserves high 
pi'iorit • 

1l Aa table 1 on page 4 indicates, this estt.ated employment increase is 
ao..what greater than the total estimated new employment in agriculture. 
Because one feature of the land development program is that it takes 
farmers with uneconomic sized holdings and attempts to consol idate the 
vacated laud, the program to a certain extent represents an opp~rt~u~ty 

~. for achieving minimum ratios of holdings to farm families rather than new 
emplCJ7Mut. thus the .!1!! new employment in agriculture resulting from 
land 4_.elopment schemes would be less th the gross employaent these 

. aeh-• create. 
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28. The development issues Malaysia faces at present may also be analyz ~ 
as follows: 40 on of Malaysia's population has incomes below th 

Of these, about three-and-one alf million der ve r iva 
er fa , non-estate labor and fishing. The objectlv 

incomes of these people has the highest Goverament priority. 
mea are not increased, the situation ma ve 11 

as it was a few years ago when t e Government had to support 
e epruaed rubber prices_. tu land settlement pro ects, both of 

vhicb result in substantial income increases, are t e est means to ad a 
his problea. The remai one-and-one-half million o ayaia's population 

in poverty consist of famili the breadwinner is unemployed or a 
casual laborer, not earning enough to support -his family. The ve 
----~ as • ated in ita Third Malaysia Plan, his roblem by 

~WiiJ,Ao._.tiq 1 and services sectors. 

29. Economically, the ~e types of 1nve•tmeata are equally valuable • . ~ 
Although the cost er worker or farmer is robabl now about US 17 00 in the 
.. uufact (excluding housing), 1 about US$10,000 (including housing) 
in the land settlement chemes, and about U 00 in the in-situ schemes all 
theae inveatments have about the same economic rate of return of about 15% to 
20%. Sgcially, however, as we analyzed in the last CPP, in-situ development 
has, for ·obvious reasons, the highest priority. It was for this reason that 
the Government in the Third Malaysia Plan raised its target for assistance t c. 
in-situ farms from 0.8 million acres (in the Second Plan) to 1.7 million acr~J. 

30. How that it appears that Malaysia will have more resources than 
originally projected under the Third Malaysia Plan and that it is likely that 
private investment will remain depressed for _some time to come, the question 
aay be asked whether the Government should spend its additional resources on 
land aettl .. eut or on in-situ development. The answer is not difficult. In 

· ·view of the existing constraints, it should increase its investments as much 
aa ·poasible wherever it can, on both fronts. While in-situ development is 
couatraiaed because of the inherent organizationally difficult nature of the 
sch ... s, federal land settlement development becomes more and more difficult 

... 

· because the states appear to be less willing to part with their land. Because 
· of this factor, FELDA (by far the moe t successful land development agency) ia 

experiencing increasing difficulty and it seems unlikely that it will be able 
to expand 11111ch beyond its present target of developing about 120,000 acres of 
land per annum. We expect, however, that by substantially strengthening 
other institutions much more can b e aegis of the states 
themselves. The federal Goverament and some of the state• aware 

. of this: very recently, for instance, the state of Kelantan established 
a ·new agency in South Kelantan to accelerate the pace of its land settlement 
schemes. In view of the potential an expanded land development program has 
for creating employment and reducing poverty, we have given high priority in 
our economic and sector work program to reviewing these implementation and 
land constraints • 

. · 1.!. This is based on the average employment associated with manufacturing 
investments approved by FIDA in 1976. In the Penang industr ial estate, 
hawever, the coat per worker was closer to US$30,000. 
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31. In addition to the development of new agricultural land and assis­
tanee to in-situ agriculture, we believe strongly that the Government should 
e d its dave g rogram in other areas as rapidly as~possible. rne 
raceGt economic report in icate a n an program 

.wa. warranted including proposals to in rural electrifi- · 
cation, sewerag•, h and -.-..-~wwMW~~ 

e Government consider increasing allocations to public corporations as a 
meaua of both accelerating the equity restructuring and stimulating private 
investment. In order to accomplish a significant increase in public programs 
to reduce poverty, however, the Government's c•pacity to identify, prepare 
and implement projects will have to improve. While Government has acknowledged 
this need, at this time there is little indication that effective steps are 
·being taken to remedy this de£ iciency. 

32. In our judgment efforts to build up Malaysia's developmen-t program 
are unlikely, at least for the next few years, to absorb the additional 
resources. Considering the possibility that pressures will increase elsewhere 
in the public sector to use the additional foreign exchange resources on less 
productive expenditures, we have also recommended that the Government inves­
tigate other avenues of alleviating poverty such as through capital transfers 
to -the poor and tax reductions that could be specifically targeted on the 

· poor. 

C. EXTERNAL FINANCE 

33. . During most of the past twenty years, foreign exchange availability 
ba~ not been a problem in Malaysia. The current account balance of payments 
maintained a surplus almost throughout the sixties; the foreign exchange 
reserva poaition was strong; and the burden of external debt service was 
negli&ible. It was only in the Second Plan period, 1971-75, that sizeable 
balance of payment deficits emerged, reflecting both an expansion in the 
real investment rate and a weakening - in some years - of the terms of trade. 
Even ao, the average ratio of current account deficits to GNP was only 2.5% 
durin& 1971-75, which cannot be considered high. These deficits were financed 
.&iDly by direct investment which accounted for two thirds of the net capital 
inflow durin& the period. The remainder waa financed largely by _loans. to the . 
pub.lic sec tor. 

34. During 1976, a substantial increase in exports together with low 
investment activity led to a current account surplus equal to the accumulated 
deficit of the previous four years.. Oil exports almost doubled during 1976, 
and current oil production (about 200 thousand barrels per day) . is at the 
same per capita level as Indonesia. Together with significant increases in 
other exports, in both prices and volumes, and only moderate import increases, 
this led to a current account surplus •quivalent to 6.2% of GDP. Despite a 
reduction in market borrowing by the Government, as well as a fal l in net 
corporate investment, reserves increased by US$900 million. As a r esult, a t 
the end of 1976 Malaysia had a strong external position~ Egross official 

were valent of about seven months of imports and de"")t 
u the equivalent o rts. ---...... 

~------· 
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35. As the terms of trade are expected to remain at about the 1976 
lave~, and private investments are not assumed to recover in relation · to 
GIP• the balance of payments surplus achieved in 1976 is likely to persist 
lot 10 .. years to come. This potential availability of resources in con• 
junction with the depressed investment outlook could result ·in a jump in 
consumer goods imports over past trends. Thus, for instance, it is possible 
that pressures will build to increase public sector current expenditures 
vbich would either directly or indirectly increase imports. Similarly the 
liquidity of the private sector resulting from postponed investments could 
also lead to increased imports of consumer goods. Therefore, for the purposes 
of the CPP projections, it is assumed that over the period 1977-81 imports of 
consumer gooda and travel expenditues would be about 30% higher (US$2 billion) 
than they would be if past trends were to continue. Even with such an ~ 
increaae in illports, Mala sia d be in s surplus during the~ 
nex - 1. (See Table 2.) The cumulative current acco 
urplua could amount to 5% of GDP.Ll This current account surplus is more than . 

sufficient to proVide for an adequate level of reserves, and capital inflows 
should moderate in the future.ll 

36. . On the public side it is assumed that assistance from the World 
Bank and ADB would be maintained at their current real level, while other 
official project aid (mainly bilateral from Japan and some of the OPEC 

• countries) would roughly level off at current nominal levels. On the other 
hand, in the absence of a foreign exchange need it is anticipated that cash 
~orrowing by the .Government would be reduced substantially. Such • loan 

L! . it is still possible that imports could be even higher and the resulting 
·current account surplus smaller than projected here. It has been argued 
for exaaple that few countries have the control and discipline to achieve 
the reserve incr--.e implicit in these projections and that the surplus 
foreign exchange would one way or another leak out into higher imports. 

, While this argument bas merit, nevertheless we feel that these particular 
·. estimates provide a useful framework for discussing the macro iss~~· 

coafrontiD& the Malaysian economy in that they clearly indicate the 
· potential foreign resources available to accelerate economic development . 

While, therefore, the macro framework in the attachments should be charac­
terized as ~estimates" rather than "projections", it should still be 
pointed out that in the past Malaysia has exhibited an excellent capa-

·. bility to maintain a relatively high level of reserves. During the past 
.. .15 years, official reserves in Malaysia have averaged the equivalent of 

7 mouths of imports. In this light, these CPP projections, which .project 
· a reserve level (including Petronas money held abroad) equivalent to 
8.2 months of imports on average during 1977-90, do not appear 
unreasonably high. 

L! Because of the relatively high level of imports in Malaysia, the required 
reserve accumulation is cons.iderable. To maintain the current level of 

· r•••rvea (seven months of imports), for instance, would require 3.2% of 
GDP ($2.7 .billion over the period 1977-81) to be set aside for reserve 
.arowth. 
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~.: · patten would result in a considerable shift in the composition of comm:l.t-
meuta, with a large increase in the share of official project lending, which 
ia largely unconnected ~th balance of payments needs (see Table 3). In the 
context of a lower overall level of commitments, the World Bank' • 
of c~menta in articular w uld increase from 16% to %. As a result, 

a a are of debt outstanding and disbursed would increase fr~ the 
current level of 19% to 22% by 1981. 

37. In view of the deterioration in the climate for private investment, 
it is also likely that net direct private investment would be less than in 
the put. This would be the net result of both l~er foreign inflows resulting 
from the depressed investment climate and an increased outflow resulting froa 
aurplua funds being accumulated by private domestic investors as well as 
increaaed pufchases of corporate stock by the public sector to repatriate 
equity. Purther it is also possible that in view of the foreign exchange 
aurpluaes and depression of domestic investment activity, there could be an 
incr-• in unrecorded capital outflows. It is difficult to predict ~th 
any accuracy the size of such capital movements. While for the pUrposes of 
the CPP projections, a particular set of estimates for these capital movements 
waa aasuaed, they should be viewed more as illustrative than .. projections. 

38. Even with the compensating capital movements assumed, Malaysia 
· would still experience some increase in the relative level of foreign exchange 
. reserves ·11 At the end of 1981, reserves would be the equivalent of about · 
nine aontha imports. lurther, debt service would have increased only slightly 
from current level of 4.3% of exports to 4.6% by 1981. In this light, Malaysia 
appears to be an excellent credit risk and the projected increase in the Bank'• 
exposure should not be cause for concern. 

39. A relatively large share of Malaysia's exports will, for the fore-
aeeable future, be c~osed of a few primary commodities (excluding petroleua). 
thua by 1980 four prt.ary c011110ditiea (tin, rubber, palm oil, and forestry 
products) will still account for about 60% of Malaysia's merchandize exports 
(compared to 63% in 1976). This makes Malaysia's export earninss vulnerable 
to substantial short-term fluctuations. Given, however, a relatively high 
level of reserves (8-9 months of imports) and Malaysia's excellent credit 
standing in foraian capital markets, there is little risk that short-term 
fluctuations in export prices would require a cur.tailment of imPorts. Besides 
cushioning a drop in export earnings through additional borrowing and by 

. draviq down reserves, Malaysia would also have the option of postponing 
capital outflows related to the repatriation of equity, curtailing nou­
eeaeatial couaumer goods imports and possibly by increasing the level of oil 
exports. 

40. Aaauming that in the 1980s, investment activity accelerates and the 
growth of exports remains about the same as in the late 1970s, except for the 
bagiDDing of natural gas exports in 1983, the real growth of imports will 
inceaainaly outpace that of exports. Given relatively con8tant tet"'U of 
t~ade, which are implied by World Bank price projections for Malaysia's major 

·'--"' .JJ. lor the purpose of this analysis, reserves held abroad by Petronas 
are treated as official reserves. 
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Table 2: BALANCE OF PA!MEN'!S AND CAPITAL INFLOW PROJECTIONS 
(US$ million at Current Prices) 

Exports (goods and NFS) 
(' 

Impor;a (goods and NFS) 
Reaource balance 
Pactor services (net) 
Cur;e;t trapsfers (net) 
lalaace on current accoUnt 

Net private capital 
Net public capital 

1972-76 

19,024 
-17,397 

1,627 
-1,288 

- 285 
54 

1,017 
1, 039 

Short-term capital movements (including 
errors and omissions and IMF) -543 

Increase in reserves 1,567 

1917-81 

43,376 
-35;773 

7,603 
-3,208 
- 250 
4,145 

790 
1,760 

-2,499 

4,196 

Table 3: PUBLIC SECTOR COMMITMENTS 
(US$ million in Current Prices) 

1972-76 1977-81 
$ % $ % 

Pro1ect Loans 1,140 39.9 1,765 67.1 

IBilD 463 16.2 752 28.6 . 
ADB 193 3.8 345 13.0 
Other 484 16.9 670 25.5 

(Japan) (204) (7 .1) (250) (9.5) 
(OPEC) (111) (3. 9) (220) . (8. 4) 
(Other) (169) (5. 9) (200) (7. 6) 

Market Loans 1.716 60.1 .w. 32.9 

Total 2.856 100.0 21632 100.0 
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-- ·exports, the current account surplus would be gradually eroded during the 
1980. and eventually eliminated by 1990. Toward the end of the period there 
would, therefore, be a need for additional foreign borrowing; and, aaauming a 
continuation of the pattern of official project borrowing outlined above, the 
I&Dk'a ezpoaure would begin to decline from a high of 29% in 1988 to 25% by 
1990. The Buk' s share of cOIIIIId.tments would fall more significantly froa a 
high of 30% iD 1985 to 19% by 1990. 

D. PROGllESS TOWAlm THE 1976 GOALS 

41. The Bank lending program for Malaysia for FY77-81, approved in 
June 1976, was $575 million. Although this level may be considered high for 
a country with aa high per capita inc~ as Malaysia, the proaram was 

· approved becauae of ita orientation toward agriculture and rural development. 
The proaraa included five projects each for PYs 1977 and 1978, totalling 
$105 milliou and $110 11illion, respectively. In FY77 we made loans totalling 
$131 million for four projects, and for the current fiscal year we expect to 
~ loana for five projects, totalling $107 million. 

~~~~~~~~~~~~~~~~~~~~a~n. TheB~caj~tUi~~ 
take some .... ure of credit for its efforts to help Malaysia identify and 
prepare projects of this type geared toward the rural poor. In view of 
M&l&Jsia's otherwise weak preparation capability, the number of rural develop-

. · .. nt project• recently financed or in the current pipeline is impressive. 
The bulk of theae projects baa been financed by the Bank, with ADB involved 
in &laoat all of the r-i.n1.q ones. Aside from the agriculture sector, 
there baa &lao been aa.e evidence of a strengthened pipeline of projects for 
ezternal fiDaDciD& fraa multilateral and bilateral sources. ADB lending and 

. p~oject ·ca..it.enta under Japanese linea of credit have increased. There is 
incr ... iug intereat froa· the OPEC aid organizations. 

r '. 

43. . While project preparation has shown marginal improvement in moat / 
sectors, the Goverument's general capacit velop projects remains ve ~ 
.a&k. The principal constraint i trained staff. n vera.ent positions 

e iDfil • Many other posts are filled with recent college graduates o 
must gain more experience before they can make a substantive contribution. 
MOreover, a number of experienced personnel are leavina Goveruaent service 
for private sector employment or are leaving the country. Much of this has 
to be seen asainat the background of the Goverament's reluctapee to fill 
vacancies with non-Halaya, and the growing- disenchantment of no~lays 
currently in aoverament service. · 

44. The B~'s experience with its own projects has generally been 
satiafactory. This has been the result of Bank staff working closely with 
the Goverament in the early stages of identification and preparation. In 
several cases, the Bank has been able to assist the Government in developina 
more complex and more extensive project paCkages. In the past a large shar~ 

'-.. _, of _ our lending for rural development was modeled on the very successful and 
f..U.iar PILDA laud settlement model. In an :effort to broaden the iapact of 
Balik laciiq, we have, .over the last few years, draaticall re-directed ·our 
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~~==~~~~am~~by developing a large number of agriculture and rural develop­
MeGt projects designed to help at relatively low investments on their existing 
land holdings, large groups of rural poor. We have undertaken projects for 
a .. 11-acale irri&ation, area development and agriculture support aervicta. 
the Small-Seale Irrigation Project (approved in FY77) is assisting over 
60,000 smallholder farmers through the construction and rehabilitation 
of .about 200 small irrigation schemes. The project introduces a system of 
project evaluation that places the responsibility for appraisal of subprojects 
laraely with the Malaysian Government, thereby permitting the Bank to fund a 
lara• DUmber of small schemes that reach out directly to dispersed and 
relati .. ly isolated pockets of poverty. In the state of Kelantan, Malaysia's 
pooreat state, ve are assisting under another project (approved in FY76) 
about 100,000 families through a package of development activities, including 
improved water control and small-scale irrigation for paddy farmers, new and 
!~roved access roads, and a strengthening of the state's agricultural 
support services. This year, under a third project, we have provided assis­
tance for expanding and strengthening Malaysia's national extension services 
which •hould reach over a million rural low income families. The project 
includes training, technical assistance, production of improved seeds, a 
revision· of the approach to extension, and a provision for improving program 
mOnitoring and evaluation. We have also just .completed arrangements with the 
Government for the East Asia and Pacific Region's first co-financed lpan, 
whereby Malaysia was able to obtain very good terms from the participating 
commercial b&Dka. 

45. WhUe these recent projects are by themselves impressive, they 
. •~• in most cases among the beat projects in their respective sectors and as 
such are not truly representative of the general atandard of development 
pr.ojects tD Malaysia. Malaysia's overall public investment program .needs to 
be substantially strengthened. In view of the importance in Malaysia of 
linkin& project deaigna to the difficult policy objectives of the New Economic 
Policy, continued pursuit and development of more complex and interdisci­
plinary projects will be essential. With the help of the UHDP-financed and 
Bank-executed State and Rural ·Development Project, which provides technical 
asaistance in selected federal departments and states, we hope to help the 
GoverU.ent to develop fur.ther its programs and projects for reducing poverty. 
This technical assiatance should also release the Bank's legioual .Office in 
Banakok from their work on Malaysia. 

E. BANK GROUP STRATEGY 

46. There are two principal branches to the Bank's strategy. The first 
is the Bank's onaoing dialogue with the Government in Malaysia on macroeconomic 

. issues. These concerns have been discussed above. In summary, in our discus- . 
&ions with the Government we ro ose to continue to highlight the investment ¢' .. 

·ad e e. We 11 ur e the Government to increase a y 
i a public investment program. We will also emphasize in our scuss one that , 

~, e t e goa o roving racial balance is appropriate, the content, pace, 
and implementation of some of the particular restructuring policies are open 
to ·•erioua question on at least two bases:· firs~, and paradoxically, they 
.. y, by slowing growth, impede the Government's £forte to restructure the 
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society. Second, (for the Bank even more importantly), these policies may 
seriously undercut efforts to reduce poverty, since fewer people will be able 
tO move from low-productivity occupations, especially in agriculture. to 
better payin& ouea. In this context· the Bank should strongly caution the 
Govera.ent that a restrictive and overly a~itious pursuit ~f ita 
turing objectives could serious! s ow 

47. the second branch of the Bank's strategy is the design. of the 
lendina progr~ The Bank's lending program has two fundamental objectives: 
(a) to support the Government's poverty eradication strategy and (b) to help 
atrenachen 'aDd expand , the Government's development arm, in part by reducing 
•npower conatrainta, in selective areas. We have developed a program that 
&lmoat axcluaively concentrate• on Malaysia~& poverty groups. Although we 
have cut aoae basic infrastructure projects from the active program, we are 
holcliq th- on a reserve list because - less di.rectly - we believe these 
projects play an important -and necessary role in Malaysia's development 
prograa. 

48. . A lending program totalling $821.5 million is proposed for FY79 
-through rY83. The progtam for FY78 through FY82 totals $743.5 million, com­
par.ed With the Bank Review Group allocations of June 6, 1977, which recommends 
a leyel of $72S aillion for Malaysia. The propos,d program acknowledges the 

· B,a~'a competing priorities, particularly with regard to Bank staff. It also 
-~akaa into account Mal.aysia' s own current manpower constraint~. In general, 
over the next few years we believe the Government will need less external 
capital than previously_ forecast, largely beca~se of strong commodity prices 
aa.d oil earuings. Furthermore, the country's sound financial position should 
·a110. the Goverament to raise substantial suma at acceptable terms in foreign 
capi_~ markets through market borrowing. 

·' 

49 •· 'l'he siaila believe. s ly 
from the IBID and ADB is neceasa 
attac on overty. The country needs technical assistance and expertise to 
,help develop their poverty proarams and to assist in designing and .. packaging 
projects that reach out directly to low incoM families in the rural and . 
~rban areas. Aa discua~ed above (in Section B), there is a aood possibility 
that privata investment will fall far short of Third P , with 
aerioua a verse consequences for income and employment. In this light., 
althouah public investment cannot completely substitute for pr vate ·invest­
.. nt, ~c~uaiderable acceleration in public sector efforts to reduce poverty 
is ,warranted. Continued Bank support would be invaluable in helping the 
Government expand ita public investment program and, in particular, strengthen 
it&. attack. on poverty. 

50. From a political point of view, continued adequate growth of 
incomes in Malaysia is critical. ~nderneath an apparently stable surface of 

. co-nnl&l cooperation are otenti 1 ex . that can be eased only 
by sub Adequate and equitable growth is essential 
or carrying· out the country 8 policy of bringing about greater Malay partici­

pation in the economy while at the same time providing continued opportunities 
for the non-Halaya. Bank economic studies hav been instrumental in 
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assisting the Government to analyze ethnic poverty issues, and our project 
aaaistance baa substantially raised the Government's efforts to build a strona 
poverty redreaaal component in its public investment program. We believe 
futUre Bank aasiatance will continue to provide important support for the 
coUDtry's socioeconomic policy goals. 

51. The central thrust of the Bank's lending program is povert 
iD the rural areas, through improve support services an etter facilities. 

r loans wi assist those in absolute poverty by providing~riaation and 
draina e facilities and farm to market roads for existin& smAllholders, as 
well as by continuing to rovide ess laborers with newly developed~--~~ 
Our program will also improve support services on, by 
ncreaain tural saall-scale industrial and by producing higher 
uality seeds. We plan to mount a concentrated effort to help such institu-

tiona as DA,. !'ELCRA, and the Agriculture Credit Bank. The groundwork for 
this aaaistance haa already been laid by the North Kelantan Rural Development, 
lational Small Scale Irriiation, Agricultural Research, and National Extension 
Projects. 

52. We also lan to help the Government ex and social services, in 
particular for low income groups throug 
s · · 11 traini and the expansion of f~......,,.._.-..... .....,a.....J~~:::.:=:!!.. 
i x: cture development will be very 
rural road lin&., electricit areas and providing 

~ assistance to lower inco.. lies in the urban areas through low coat 

·.._... 

houa • liDally, we plan to explore the possibilities of initiating programs 
·tbit will iaprove the eaviroament, replenish and preserve forests and soils, 
and check pollution. 

53. Our program supports the Government's continuing desire to ate 
more closel1 the North rn o States of Sabah and Sarawak with Peninsular· 

aysia. lacent education, irriga on, and agricultural extension projects 
f~aanced by the Bank included the requirements of Sabah an~ Saravak, helping 
link Peninsular Malaysia programs to Sabah and Sarawak. We alao hope that 
these projects will point· toward further development of the more populated 
rural areas of the two states. In P'Y79, we propose to send a miaaion to 
Sabah and Sarawak to follow up on a preliminary Bank rural develop-nt study 
prepared in May 1977. By next year we should be able to draw on additional 
information being gathered by the Government, including the findings of the 
1977 aaricultural census. 

54. we alao intend to seek an increase in the number of sector st le 
~ In many instances, the poverty areas that need to be reached are 
too small to justify individual projects. We therefore propose to design 
projects similar to the National Small-Scale Irrigation Project, where a 
large number of relatively small areas can be identified that fit a basic set 
of ·prototype development schemes. The Government has shown itaelf capable 
of evaluatina and preparing these subprojects, permitting the Bank, with a 
minimum implementation burden, to assist a large number of widely scattered 

· pover~y groupa through one project. In other instances, where the Bank has 
-..rkad exteuively with the implementing institution in preparing a fairly 

·ataDdardized project, auch as in the field of po~r, we propose to fund 
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certaiu ca.poaanta of the institution's progr-.. In this ease, inatead of 
c:011catratiq on project apec.ific. preparation, we will seek more aeneral 
~titutioul iJiprov-nta and changes. In all c.aaea ve will inaure · that the 
illpl~tiq qeDCiu are capable of prepariq · ancl exec.utiq projecta that 
-t · ~ut ataadaru. 

pr .. ent ca ac.it to identif , prepare 
pro acta few overument e t aad &lenc.iea, 
o which tba Dr•1n•ae and Irrilation Department 1D the M1uiatry of Aariculture 
ad the Federal LaDd Develop..ut Authority are outataudiDa a.u~plea. In 
ae11aral, the Gove1:1UI8nt'a roject develo -nt c:a acit 1a walt, ADd thi 
veak.Dua baa been h1plipted recently by Halayaia'a failur d 
ita public. iDv .. tJiellt proaraa aa rapidl aa need woul justify &Del financ.ia:l 

cu · nd.t. ere a w eas in leadership and pl q ..... " .. '" 
GcweraADt clepartMnta and agencies, and there is also a veakneaa 1D overall 
ooordiD&tiOD &DCl t.plemantation of the Goverament'a develop .. nt proaraa. 
llalayaia' a public. aector cloee not yet have sufficient traiDecl .aupover to 
•upport a rapidly arowinl public. investment proaraa. 'l'he robl ia greatest 

the poorer atatea which need the projects tbe moat. the country's project · 
eliDe or pover~y orient&a projects is ve thin, and a large proportion 

of ita new t t vea baa been eavily depenclut on technical aupport . froa 
che Bak ad ADJ. 

'56. ~o aome extent Malaysia's public. sector .anpover limitatioaa arise 
froa the GoYe=-ut' a policy to hire ad promote Malaya over 11011~laya. We 
•uapect tbere 1a an iDcreaaiDaly concerted effort to hold jobs open for 
~ya, na if· tbe abortqe of qualified Malaya 118&118 a poaition ia not· 
8taffM for .any .mth8. Aa the public. iDveatant proaraa arowa, and acldi­
t1.0Dal staff requir~ta iDcr-a, the shortqe of trained peraouel will 
be~o.a eveil .ore acute. We are concerned that the GovermDeDt baa · not ade­
qUately clefiaacl ita c.urrat &Dd future public sector ~power requ:l.r~ts 
aci tbat it baa not t&kaD adequate .... urea to accelerate traiDiDa eapecially 
(for Malaya) 1D order to .. et future public aector akill d ... nda. 

57. Lut April, with the uaiatanc.e of the UJIDP, we 1 a 
effor1: to atraatha the GoverDJ~eDt'a ro ect l•nn1ua ad ~1-ntation 
capac • • aecutiDg aaeu.cy foJ: • 011 arant fl"oa . 
the UIDP that provides 19 tecbDic.al advisors for a total of alaoat 60 . ..a­
J-.ra. the project 18 providiua aaaiatance in federal plann1na anita aDd 
·aaeuciea, iDclud.iDB the lconOIIic Plann1n& Unit, H:l.niatry of Agriculture, 
a1Ml lald clnelop..a.t qenciea. the project ia alao prori.diua advisor• to 
the a tate plann1na unita of two of the pooreat atatea, Keclah and lelantan. 
'.rhia uaiata.ce ahould not only help to improve overall project clevel~pment 
in .the aaricultural sector and to develop additional projec.ta in theae two 
·•tatu, but it should also help to identify fUJ:ther specific iDstitutional 
ancl .. , departJia.tal veakneaaea. 

58. ID addition, through our lencling program, we have recently made a 
. . ujor effort to atrenathen aud expand the Goverm..nt'a akilled ..npower. For 

example, the Jtatioaal Extension Project calla for a 70% increaae in aten-
81on ataff, aDd the Aaricultural l.eaeareh Project providea 81 .an-years of 
cedmical ~aiatuce. A.Uo, our education 1 are aupportiq the public 

_ ~enice tr•1".,"1 iutitute. In the future, we will continue to pinpoint 
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manpower constraints, raise the issue with the individual government depart­
menta, and in every proposed Bank project consider carefully the need to 
include a training component. 

!9. In view of Malaysia's resource position, we have financed ve -low 
pereentagea of roject coat. The program proposed in s. paper even more 
sharp y focused on rural poverty projects than the previous program. In some 
sectors the foreign exchange component of projects is particularly low. In 
agriculture, education, transport (rural roads), we would propose to 
finance the full foreign exchange component of projects. In power, where 
co..-rcial co-financing is readily available, we would finance less. Of 
courae, as a matter of general policy, we would seek to mobilize co-financing 
in all sectors where co-financina is available to fill the foreian exchanae 
gap. 

60. The estimated net disbursements of Bank loans during the period 
1979 throulh 1983 would be about US$550 million, providing an estimated 40% 
of the total projected net flow of public foreign funds. Disbursed Bank 
loans outstanding at the end of 1983 would amount to about US$1 billion or 
oue quarter of Malaysia's total external public debt outstanding and disbursed. 
Debt service to the Bank would be about 19% of total public debt service in 
1983. 

Economic apd Sector Work Prosram 

_,. 61. A conaiderable amount of economic work has been carried out on 
Malaysia during the past few years. The Development Policy Staff has been 
particularly active and has undertaken· a number of studies on Malaysia as a 
country of concentration. This work, which has now been largely completed, 
has proved helpful to the Government's planning efforts. Particularly 
noteworthy in this regard is the input-output work undertaken by the 
Develop•ut lluearch Center in conjunction with the Govermaent'a Economic. 
PianDing Unit. This work highlighted a number of important iaaues which were 
diacuased with Government during the drafting of the Third Malaysia Plan. At 
the aame ttma, . there has been a substantial economic and aector work progr .. 
on Malaysia mounted by the Region, largely in conjunction with the 1975/76 
baaic economic report. 

62. Currently we are updating and integratins much of this past work 
for a publication of a book of essays on Malaysia. The book will provide a 
broad review of Malaysia's historical development as well as an analysis, 
both at the macro and sectoral level, of the prospects and iaaues of Malaysia's 
future development. The book should provide a useful vehicle for continuing 
and extending our dialogue with the Government and in making the Malaysian 
experience more readily available to others. In the future we a~e planning a 
smaller contribution to the economic and sector work program from the Develop­
.ment Policy Staff and we expect most of the work to be carried out by the 
Region. Beaidea continuing to monitor the overall macro performance of the 
economJ, the program will concentrate on three areas that emerge from the 
foregoing diacuaaions. First, we propose to review the performance of th~ 

·~· manufacturing sector with particular reference to the impact of Government 
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reatructurina policies and industrial policy incentives; the economic impact 
of racial restructuring policies of the Government, analyzing the instruments 
used and their success to date; and the likely future impact of various restruc­
turing policies on growth, income employment and racial equity. Second, we 
propoae to give more attention to the project identification, preparation, and 
impl ... ntation capacity of the public sector, with particular emphasis on in situ 
and land development programs. Finally, we plan to continue our work on poverty 
identification and redreasal, including the satisfaction of basic needs and the 
potential for poverty redressal through au expanded land development program 
and ip situ development. 

Interpatiogal Finance Corporation 

63. IPC has been active in Malaysia since 1963 and has made the 
following atx investments: Malaysia Industrial Development Finance Berhad 
(MIDP) in 1963 (US$1. 3 million) and in 1974 (US$630, 000); Tasek Cement Berhad 
in 1966 (US$1.6 million); Malayawata Steel Ltd. in 1968 (US$3.5 million) and 
in 1969 (US$230,000); and Inter-Malaysia Textiles Ltd. in 1970 (US$1.5 
million). 

64. IFC's activities continue to be limited because appropriate 
financing at terms more attractive than those offered by IPC can be arranged 
from commercial banks. Also MIDF has been able to finance a number of 
projects that otherwise would have been suitable for IFC involvement. 

F. BANK GROUP PROGRAM 

65. Implementation of Bank-financed projects generally has been satis-
factory. However disbursements in many cases have been slower than estimated 
at the time of appraiaa • o ect imp amentat on ecause o 
goverament ataff constraints have already been .referred to (para. 47). 
Go~eramant preference for the employment of Malaya and the awarding of 
contracts to Malaya may become au increasing problem. Currently IBID/ADB 
financed contracts are exempt from the preferences that the Goveramant 
applies to the ca.pariaon of bids between local Malay and no~lay con­
tractors and suppliers. In the future, as Malaysia increases ita efforts to 
help Malay entrepreneurs, the Government may ask the Bank to follow the 
Goverament's rules on preferences. We will, however, continue to 
any aoundinaa by the Goverame~t eek1ng the Bank to participate in 
'-referential •Y.•t• for bid. _ ___5i~.,.. ..... ~ 

66. The table below summarizes the proposed Bank lending program for 
· F!7'9-83. This program has been discussed with government and there is broad 
agreement on its content, especially during the next few years. We estimate 
that about thirds of the program will d1 ctl benefit agriculture 
smallholders who are cons ere to be below the povert rn~ a w o account 
or the lowest 40% of household incomes. Almost a 1 of these proj ects wo l d 

be located in the poverty regions of the country, including the east coast of 
'-' Peniuaular Malayaia and Sabah and Sarawak. 
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Summary of Proposed Lending Program (FY79-83) 

Number of Projects Amount 
(US$ 1Dilliot1) 

Aarisulture Smallholder 14 490.5 

Area Development (6) (179.5) 
Area Development, featuring irrigation (6) (251) 
Credit (1) (20) 
Support Services (1) (40) 

· Industry 1 35 

tranaportation 1 50 

.·Education 2 70 

Population 1 25 

Power _1. 151 

22 821.5 

·~ 67. The ~in objective of the Bank's lending program is to assist 
smallholder agricUlture development; over the next five years, the majority 
of our projects wil~ be directed toward raisin smallholder fara incomes. 
The propoae ink program Cor agr cu ture includes a arge er o small-
seale irriaation schemes for rmers. e program also includes arger 
~cala aat on projects for smallholders which would improve Malaysia's 
laraeat irriaation ash ... ~A) and open new land for rice farmers. Other 
area develop .. ut projects are envisaged, concentrating on develo i ._.__ .. _ .. 
~~~,-s•u"Cti as rubber and coconut, as we I as r ce, in th elo ed 
statu. To this effect the UMDP State and Rural Development Project, for 

. Which the Balik 1a acting as executing agency, is already assisting EPU, 
RISDA, FELCIA and the Kedah and Kelantan State agencies in project prepar­
atiOD and i-,l ... ntation. 

68. In the Third Plan the Government is doubling ita assistance to 
existing small farms, raising the area covered to 1.7 million acres. However, 
there has been very little evaluation of the various support programs used t o 
help increase production on existing farms. The effectiveness of thes e 
proarama 1a being studied under the Bank's recently approved National Extensio-r 
·Project, and using these findinas, we plan to make a nationwide support 
services loan. We also plan to resume work on the preparation for an agricul~~ 

tural credit project. 

69. In the past the Bank has provided extensive aasistanc · f or d" -· e~:..v . 

a.nd settling larae new land areas, which have been primarily planted with 

J . . 
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rubber and oil palma. The program has not only contributed to raising pro­
duction and incomes of · the settlers recruited from among the rural poor, but 

. it has also helped to reduce the pressure of the population on existing 
aaricultural land. A large portion of the land has been developed by FELDA, 
Which has been the Bank's principal vehicle for agricultural aaaiatallca;. 
i'BLDA has done an outst&Dding job. Recently, the Bank has peen .urging FELDA 
to. increase ita employment impact by reducing the size of holdings assigned 
to ·each settler family from 14 acres (oil palms) and 12 acres (rubber) to 10 
acres; this would increase the number of beneficiary families by 30% and 
contribute substantially to reducing investment costs per family. In a 
proposed Bauk loan for PY78, FELDA has agreed to make these changes. The 
loan would also encourage FELDA to increase its efforts in crop diversifi­
cation by introducins cocoa and producing annual crops. More senerally, 
in our contiDUina dialogue with the Goveraaent we have urged the country to 
raise their land d.velopment targets. The Government is baaically receptive 
to such a proposal, but .in the past land development targets have fallen 
abort because of implementation constraints. FELDA is repeatedly called upon 
to make up shortfalls of other land development efforts. Therefore, we have 
funded a study to rehabilitate and develop the state land development scheaes · 
in lelantan and we have assigned technical advisors (under the URDP Project) 
to help streqthen several other land development agencies. In providiq 

· .. further assistance for land development, we will seek to support these other 
ora&Dizationa, such as FBLCU and the state agencies_, possibly through the 
help of Felda in. a joint program. 

70. the in the perennial crop sector, we also propose to 
~~~~~~~~~~~~s~h~i;ft~. i~n~em~p~hasis by concentrati re on the 

ation o sting areas rather than on new 
lor example, under a Bank project in the State of 

lelantan, a study is being carried out to prepare a project proposal for 
rehab1litat1Dg and developing a number of the State's land developaent 
acli-., priMrily in rubber, which in the past have received very little 
uaiatance. In addition we are aasistiq RISDA, through the UNDP project, t o 
develop poaaible aeana for strengthening the rubber replanting effort so as 
to aaeist in particula~, those smallholders who have. not been able to partici­
pate 1D existing programs or who have not received very effective technical 
assistance. We &lao anticipate a Bank project in this area. 

71. lpduatrial output, particularly manufactures for export, should 
make an increasingly larger contribution to Malaysia's income growth. 
DuriDa the Second Malayaia Plan, value added in the manufacturiDa sector 
gr.V by about 11% per aunum in real terms, while its share of GDP rose from 
about 12% to over 14%. lor the Third Plan, the target for value added by 
the 1U.nufacturing sector has been set at 12%, ita share of GDP rising to 
about 17% by 1980. However, as indicated before, private investment in 

· .-uufacturiq has fallen steeply. Our lending program will concentrate ou 
au· ·P.Ot:tiD.g small-scale industries and include a loan (in 1'!80) or asa stance 
o a development bank (BPMB), which concentrates on assisting Malay 

. entrepreneurs. 
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72. 'Dle development of small scale industries is an important aspect 
of the Governmant's overall urban development program. Apart from the 
preaent problema with private investment, Malaysia is emphasizing employment 
aaa low coat houaiDg and infrastructure services as a means of raising the 
incOIIM ancl productivity of the urban poor, who are predominantly Malay •. 
aurai UDemployed move freely into the urban areas, and the Government is 
rapidl1 developing new urban centers. The east coast region, which is 
mostly rural and where 70% of the population is Malay, is being given high 

· priority, with a larae portion of the development effort focused on the 
capital of Pahang State, Kuantan. The Govert1111ent is attemptin& to divert 
public and private investments from the larger cities, which are on the west 
coaat of Penineular Malaysia, to the less developed east coast. Malaysia ia 
one of the few countries with a spatial policy for national development, and 
it is -.kina pioneering efforts to improve further its urban and regional 
plaDDiDg -thode. 

73. there have been some major problems, however, in developing urban 
projects. Industrial demand for sites and services in some of the less 
developed urban canters, such as Kuantan, does not yet justify substantial 
increases in investment. We have also been exploring with the Government 
low coat houaing, but the country's responsible Ministry is weak and. works 
alawly. Nevertheless, we hope in the next few years to be able to package 
an ·urban development project that will include a large low coat houa.ing 
component. we have listed as a reserve project assistance to wate' supply 
anc~ · aetrerqe services for the major secondary cities, which are experiencing 
rapid population and industrial growth. 

74.· UDder the Third Plan, the Government is continuing to improve and 
- ~aDd the country's transport sector, not only to facilitate and promote 
greater intearation of the country but also to support and stimulate develop­
aen.t of the -jor sectors and to ensure rapid growth and encourage equitable 
distribution of the growth among regions. Also the Government proposes to 
take steps to help stimulate growth of the lea• developed states. In Sabah 
and Sarawak, the present transport network is being improved to help meet the 
raquir ... nta of natural resource development, as well as to connect present 
and new production areas and population center•. 

75 •. · In l'!77 we assisted the Government in a major effort to improve 
Sabah'a trauportation network, by increasing the acceaaability o·f the state's 
interior settlements and by providing all-weather connections beeween 
developina tovna on the west and east coast. The project also included· a 
pav...nt atrenathening proaram for federal highways in Peninsular Malaysia 
that vas linked to the reorganization of maintenance activities in three 
pilot states. By the end of the Third Plan period maintenance activities in 
all Malayaia'a states ·~ould be reorganized and improved. 

1~. we have phased out our assistance to major highways aerv.ic:ing the 
more developed areas in Malaysia. In the future, our assistance ~ :;r ~eni :· .. U?- \.:.1 _ 
Kalayaia highways, besides the rural roads included in rural development 
projects, would be primarily for secondary roads connecting the smaller rural 

. road ayat.-a with tbe federal and state road networks and for roads opening 
up new· ar-. We are DOW exploring wi-eh the Go rnmelit the poasibili ty i u 
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Peninaular Malaysia of financing a road that would open up new areas for 
development in the leas developed northeast region and of helping develop a _ 
pilot rural roads program in one or more states. Future aasiatailce to road 
davelopment will also be considered for the BOrneo States, Sabah and Sarawak, 
whata the oatworka are still in a very embryonic state. 

77. · A Bank financed study is now being made of the future of ·the Malayan · 
Railways in reaard to competition with other transport modes, mainly highways. 
Tbe study will recommend Government policies regarding investment, pricing 
and reaulation in the·tranaport ind~try as a whole, and more specifically 
for the railway. we propose to use the recommendations of the study to assist , 
if fuada are available, in financing improvements in the use of rail and to 
support a rationalization plan for improving the management and uae of the 
railway. the Government ia already taking steps to discontinue a relatively 
biah coat rail line in Sabah. 

78. One port project in Sabah has been completed and a second one 
~·c~ntly appraised. At this time, ports in Peninsular Malaysia appear to 
have sufficient capacity, and future Bank assistance for port projects would 
be for porta iD the less developed states of Sabah and Sarawak. 

79. Malaysia bas a comparatively well developed formal education 
ays.t-. 'rhe aystea is competently administered. the enrollment ratios are 
relatively hiah (72% lower secondary and 35% upper secondary), dropout rat•• 

·.at* c011paratively low, female participation rates high, and there 1a a low 
prpportion of inadequately trained teachers (about 17%). Despite these 
atreaaths, the syat .. needs to be improved in several important areas. there 

· a~e buic imbalances in the quality and availabili,ty of education between 
·uny· of the lover income regiona and the higher income areas. the Bank baa 
aaaiated a Curriculum Develop .. nt Center whose major concern is to examine 
the appropriateness of primary and secondary curricula throushout Malaysia. 
Much .are plaanina needs to be done with respect to formal akill training, 
which thua far baa been developed largely in isolation from the industrial 
uaera. In the future, skill training should also provide much greater 
opportunitiee for ¥omen, who in the last few years have becoae an increasingly 
~ortat c011ponent of the industrial work force. 

ao. 1.'he GoverDJDent'a education program aims at streqtheniq D&tional. 
~ity by increaaiaa the use of the national language (Bahasa Malaysia) ·among 
the ncm-Malay population; redressing existing inequities by upara4iq school 
f•cilitiee in backward areas; meeting development needs by streeeing scientific , 
technical, and vocational education; and improving educational quality by 
adopting improved curricula and methods of instruction and training teachers 
in their uae. Our projects will continue to support these basic objectives. 

· 81. . Our education lending program will first help reduce imbalances in 
education by expanding lower secondary schools in currently under-served 
reaiona. the preparation of this project is the first practical effort to 
use diatricta of Malaysia as the basic unit in planning the allocations of 

'~; education ·inveatments. Earlier allocationa have been made to the state level 

o· 
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only. As expansion of lower secondary schools tend to create additional 
·demanda for higher levels of education, efforts will be made to link this 
project to a aecond one devoted to skill training. Under this second project, 
•• hope to develop practical skill training programs focusing on noaaaricul­
tural a~lo,.ant demands in rural areas. 

82. . Pursuant with the national population policy adopted in 1966, the 
· Gove~nt eetabliahed the National Family Planning Board (NFPB) an 1Dter­
ainiaterial atatutory body with a certain degree of autonomy to formulate, 
coordiaate aad implement national planning programs in Malaysia. Over t he 
first ewo five-year development plans the ~ya~~~LJr~a~t!•~l&~~lJ~~~. 
from 37.3 1D 1966 to 31.4 in 1 75, with about aation"s ~--

reproduct ve aae curr 

83. Deapite the peoples' apparent readiness for fertility planning, 
political senaitivity (associated with racial imbalance, conservative 
relisious mores, and a recent Indian backlaah) baa hurt the program. These . 
probleila, aloq with the luke warm attitude of the Ministry of Health 
(li)B) which is responsible for y p lllling serv ce e very n rural 

·areas, has slowed e ansion of services in rural Malaysia. The new Director 
General of e N B, however, as su g ned the Boar s 
leadership. Having worked in the past D · e df ea t , she should 
be. able to improve the coord~nation and help strengthen the Ministry's 
co1111it-nt to family planning activities. 

84. In order to reduce barriers and to promote more effective and 
extenaive implementation of the population program aDd to expand access to 
ita aervicea, the Government baa requested a second Bank loan. The second 
project, which is planned or oar preaentation in FY7 , would assist in 
na~ion-wide replication of the successful intensive input demonatration area 
proaraa (introduced in the Bank's first project). It would intensify family 
plaDDing effort• in urban areas to reach under-served localities and disadvan­
taged population. It would help diversify contraception and improve the 
quality of fa.ily related services, institutional training facilities, and 
promte reaearch and evaluation. It would also help expand and strengthen 
eo.-•nity education programs. A third population project is tentatively 
plauoed for FY82. 

85. During the Second ·Plan, in Peninsular Malaysia, the demand for 
power increaaed by over 13% per year, and during the Third Plan period, the 
o.-.ud for power is projected to grow at about the same rate. To improve 
the .living conditioaa in remote areas, during the Third Plan the Government 
baa accelerated dramatically its rural electrification program. Whereas 
durin& the Second Plan in Peninsular Malaysia electricity was extended to 
about· 300 villages (benefitting about 33, 000 households) ·, in the Third , Plan 
the target 1a to provide electricity to over 2,600 villages (benefitting more 
than 210,000 ·households). The Government is also giving special attention 
~o suppling electricity to new agricultural aad regional development ar eas, 
aa well aa the new industrial estates • 

86. Our future ro gLo.bjective in the power sector ia to bel ·the 
Gov•rn.ent meet ita ambitious rural electrifiC4 on taraata. we have een 
workina with the Government on a hydroelectric ~roject f~r FY79 which should 
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help lay the groundwork for rural electrification. By October 1978, a study 
will have been completed of Malaysia's rural power system, and drawing fro• 
this study the Bank proposes to assist Malaysia to expand and extend the 
poWer distribution network in Peninsular Malaysia to the rural areaa, _naturally 
conceutratin& in the leaa developed regions of the country._ 

87. Environmental Control is an increasing concern to the Government. 
Malaya·ia haa two &roups of problems: those arising as a result of the 
development of Malaysia's laud and natural resources and those arising 
through the discharge of undesir~ble waste products or effluents into the 
envir~nt. Many of our projects are already aasiatiD& environmental 
objectives. Irrisation projects, for example, are improvina the control of 
W.ter; thereby reducing the da .. ge caused by flooding. Urban water supply 
and se .. raae .projacts are helpin& to contain water pollution and increase 
po~able water supplies. However, much more needs to be done. With the 
large scale development of land for agricultural settlement and the rapid 
expansion of the country's wood industry there has been a ate on 
of mature forest stands. We will explore the possibility of assisting in 
improving forest management in order to help the country find a balance 
between forest use and sustained yield and conservation. We will also seek 
to .help improve environmental pollution control through continuous monitori ng 

·aad ··to encourage the Government to continue to introduce measures to help · 
¢ontrol and reduce the effluent from oil palm and rubber, as well as other 
processing iDduatriea. 
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at. I 

U.J 

S.l 

1.1 

1.1 
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tt.7 

17.0 

tt.l 
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.... .... 
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lt.o 
u.a 
14.0 
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.4 
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1&.0 
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1.7 ., .. 
••• 
7.t 
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1.7 

J.S 
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J.O 4,6 
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•• .. 

••• 
11.1 

li.J 
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11.7 

14.1 
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lJ.J 
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11.0 
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.s 
.s 

u.s 
10.1 
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II.S 
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II. I .... 
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.2 
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.s 

.J 

•• 

6,1 
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11.7 
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•• 1 

IJ,) 
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U.t 
u.s 
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12.1 
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7.S 

_, ••• 
~s 

n•ze 

1.1 

\1,4 

7.t 

••• 
lt.o 
16.1 

u.s 

"'·' 
n.t 
to.4 

••• 
.•. , 
1.1 

u.7 
Jl.l 

11.1 
7.7 

.... 

U.4 

• •• 

1.7 

lt.l 
17.1 

u •• 

u •• ... 
Jl.l 

.•. , 
4.1 

"'·' hO 

li.S 

.. .. 
ll.7 • . 

J.l 4.0 '·' 
U.1 
lt.7 

34.) u.o 
n.e u.o 

"·' ..... 
IJ,) · Jl.t 
.... u.s •.. .,, . 
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•·• u.a ........ 
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••• ••• 
• ••• 
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17.1 •. , .... .,,, 

"·' to.J 

u.o 

.... 
u.1 

a.e 

• •• ••• 
u.t 

)1.0 
J7.4 

•••• ... , 

)1.1 
lt.O 

n.e 

J,l 10.1 14.3 17.7 Jl.J JO.J D.l U.O 
l.S 1.7 t.4 11.1 U.l a.t D.l M.O .. '·' 
·' 
• I 

.t 

• • 
1.1 1.1 ,,, '·' ... s u.s 

60.0 .... 

"·' 

)J,J 

n.o 

n.s 

)1 . 0 
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._ Nil CUlT& (UII) 

~TlON aN0 VITA~ ITATIITICI 

.....,._.UGII C•lo-••• MILLION) 

-..uur1011 DIMIITY 
,.. IOUMI 1111. • 
~ 10. lUI. AGIIICU&.'IU4IA&. &.MO 

VITA&. STA'tlSTICI 
CIUDI IIITM •art C/TMOU, A¥) 
C~OI OIAfN IATI (/n.Qu,AY) 
lNtr&NT IGIUUT"f UTI (lTNQU) 
LIPI IAICCTAMCY Af IIATN (YII) 
01011 IP.,.TION IATI 

~ATIO. aaa.TN IAfl (I) 
TO'f&'-
U .. &N 

~ ,...,.TIGN (I 0' TOTAL) 

AM ITtUCTUII C ltiiCINT) 
0 TO •• YIAII 

tl TO .. YIAII 
II YIAII &NO OYII 

ACII OlltUM:IINCY I&Tia 
ICDNOMIC OI~INCY IATla 

, •• L.'f ............ 
ACCI JYOIII C CUMULA T 1¥1, 1'HGU) 
UICII (I 01 11&11110 _,...., 

..,_I.DYIIIINT 

TGTA'- LAlOR 'OICI CTMGUSANG) 
~· 'GICI IN AGaiCULTUII (S) 

· ~LaYIG Cl aP LA- PGIICI) 

INCGMI OIITIIIUTlDN 

S a• JIIYATI 1~ IIC'O IY­
MIGNIIT IS OP MGUIINOLOS 
MICIHIIT aft a' MGUIIHOLOS 
L.GIIIIT HS CW MOUIIHDLOI 
~T ... Olt .......,&.01 

Ollfti.,TU .. 01 &.MIO a-.ltMIIt 

I ~10 IY ra' liS D' o.NCII 
s a.co '' IMALI.IIT •• aweua 

MIA~TN AND NUTIITIOM 

-.vunON Jll ... YIICI.ut 
~LATiOM ltll NYIIING JIIION 
,._ATIGII ... MGI'ITA'- liD 

ltll CAitlTA IUitltLY 0' • 
CALGIIII {I 0' IIOUIIIMINTS) 
ltiD'tiJN UIIMI •11 O.t.Y) 

-oJ •ICM &NIIIAL. MID 'VLII 

IUTM UTI CITMGUJ MilS I ... 

IOUCATIGN 

ACWUITIO DIIOLUIIHT IAUO 
Nt MAIY ICMOGL 
IICGNOMY ICHODL 

YC&al 0' ICNGOLING NOI&DID 
"l'lllf MIG UCOMO LIVII.) 

~TlGM&. I*'DLUIUT 
C S 0' IIC.IDUY) 

AOULT LITIIACY IATI CS) 

MaUliNG ·-. ltlllaNI Itt• •GaM ( UIIAH t 
OCCU.IIO OWILLINGI WI~T 

'lltiO WAfll (I) 
. ACCIIS TO ILICTIICITY 

CS 0' ALL OWIL.LINGS) 
~Ua&&. owea.uNGS =-acTio 

rD ILICTWICITY CS) 
· CGN._TION 

••aa .. CII¥111 (JII n4GU '0') 
. ltAIIINCIP eMS ( ltll MeN 'D'J 
· II.ICTIICIT¥ (KWN/YI ltU CAit) 

..,...IN? c•~• ••• ca,, 
Ill IIIDfll MO OIPIJIITl ..... GN IIYUSI 

Atta':l"un · .Jr. 

,_ Pare 1 Q~ _ j __ ·-TAILI 3& . 
• SDCIAL INDICATOIS DATA SNliT 

IIAL.AYSIA , 
_,ST lttCtNT 

1110 ISTUIATI 

230.0* ~.o * 860.0*1.! 

1.1 

_1 •• 0 
U2.0 

•••• 11.1 
12.0 

''·' 2.1 

2.1 
5.5 

a.t 

q,aiab u.• 
2.1 a 

o.1.L!...!. 
'··Z!II 

•••• 
22.0 

111.0 

42.2 
12.1 
40.1ll_ 
11.7 

2.11..!. 

2.1 
3.0 

21.1 

2aoo.o/a 3600.0 
II.01i 49.5 
a.~ 1.n 

21.:1 
11.0 
:a.a 

u.a 

12. 71.! 

39.0/a 
2U.OZ! 

2.8 
4.8 

:10.2 

42. ,,~ 
13.171' . 
J.42! 
0.14, 

4200.0. 

·~:! 

2100.0 TQ 1110.0 
1100.0 /d .. OO.Otb c 

aeo.o 2! 27o.~ 27o.o 

110.0 HS.O 
4l.o ro .-.o 
ao.o 2I 
•·• •.• a 

11. 0 J.A II. 0 il 
11.0 £!. :~•.o Z! 12.0 z:c :aT.o b c 
.a.o a. .3 •• l..!. 
1.0 l..!. 3.0 l..!. 

... o ~ 11.4 

2.3L!. 

••• 0 J.!.,.s. 
•a.o l..!. 
JO.O J.A 

1:1.0 /b -
:1.0 fl·c 10.0 c 

40.0 :1?.0 
t2.0 

aoo.o /d 
o.a-

41.0 
27.0 

:au.o 
0 

~.o 
541.0/~ 

a.fio 

liPIIINCI COUNTilll (1170) 

410.0* 

10.0 
•••• 
.2.1 
14.7 
11.1/1 
sa.o-
2.1 

2.1 
4.7 

u.s 

41.o/& 
••·fi :a. 'Z! 
o.tla 
1.~ 

aoo.o 
... 0/a 

··~ 

1120.0 
uoo.o 

4TO.O 

114.0 
36.0 
12.0 

lt.o.£! .. 

·~ •. o 
17.0 

4ti.O 
:1.7 

•• 1 

... o 
2u.o 

21. t 
10.4 
sa.o 
... . 1 

'.I 
o.l/a 
1 • .--

•• 1 

••• •••• 1.7 

••• • '·'a 

1 uo.o /cl 
10to.o7i 
17o.o-

"'·' •••• 60.0 

2.4 

98.0 
57.0 
t:a.o 

··~ 
o.1i.J. 

••• I 

... 2 

••a.o 
It .o 

u•.o 
••• 

llllllc:D ** 

•••• 
ii.o 

. 12.0 

q •• 
10.2 
II. I 
12.4 

2.1 

3 •• 
•• 1 ... , 

•1.2 
10.1 

'·' 
1.0 
2.0 

•••• 

:11.1 
a.2 

4.2 
11.a 

n., 
o.:a 

u•o.o 
1120.0 /a 
Ho.o-

114.0/b 
••. o-
21.0 .Ls. 
••• 

104.0 
22.0 

t2.o 
24.0 
71.0 

2.2 

····'L! 
11.0 

21. 0 

211.o 
24.0 

517.0 
:a.a 
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e c c ~ o " 1 c f f ' E l C P , E N T 0 ' T A S H E E 1 S 
~----------------------------~-~--------------------------------~-

~ATICN&l ICCf.UNTS (11 
l~llliCNS OF lS' AT 1967-6~ P~ICfSJ 

G~~SS CC~FSTIC PFr.CUCT 
G-INS FPC~ TEAMS OF T~AOE 
GROSS cr.~fSliC J~f.CMf 
IJIIPf'IHS 
EYPf"RTS - Vrt lJf'F. 
EXPORTS - TT. ACJlSTEO 
~ESOUPCE (AP - TT. AC4lSTED 
TOTAL tC~SU~Fll(~ 

I~VfSTfi'E~T 
NATICNAL SIVINGS 
DO"tESTIC SAVI~t;C) 

r,op AT Cl~Rf~T l~' 

SFCTOR ClTPlT 
H~RF OF GtP AT 1961-6~ PRICESI 

AGRICIJLTlAE 
INOUSTRY 
SERVIfF.S 

PPif.F.S 11~6l-6q ~ lOCI 

EXPORT P~ICE INCEX 
IMPO~T PRICf I~CEX 
TfPMS CF TRAOE I~OEX 
GOP OEFlllOR ~UStl 
ANNUAl AV£RAr:E F.XC.,.Atlf:E RATF. 

l«i6) · 

2975.) 
173.~ 

!1~«i." 
12 50.1 

-1221.1 
-1195.o 
-1~~-b 
2~7~.~ 
528.o 
568.~ 
611e .2 

JOJI.'t 

0.~32 
0.231 
o. 'ell 

11J.6.l 
96.8/ 

11". 2" 
I Ol.Ad 

l.IJu 

a c 1 u a l 

1~10 

1«iPII.6 
40.3 

4(21.9 
·~~0.5 

-lt1«J.7 
-1120.0 

-114i. ~ 
!(1!.6 
e 10.1 
Eae.7 
~4i0.1 

~C60.5 

( .3t5 
(.216 
(.19CJ 

1~4.•2 
1C1.4il 
1(2.40 
ICI.&O 

!.Ct 

14i75 

5~~7.8 
-2lt.«; 
5!10.fi 
1178.5 

-2167.5 
-14i3C.6 

-~2.1 
~ 161t. ~ 
1CCJ1t.lt 
IC13.3 
11~6.5 

fi386.1 

c.325 
(.257 
c.~tq 

188.00 
211.Cl 

89.01 
169.20 

2.1eQ 

1976 

t21t5.1t 
-6.6 

6238.7 
2080.8 

-2627.8 
-2621.1 

-51t0.3 
lt532.l 
llt6.3 
1~te8.4 
1106.6 

10951.9 

0.335 
0.265 
O.teOO 

211.21 
2ll.11t 
99.75 

1l5.1e6 
2.51e 

EST .. 

1977 

6lltle.8 
79.8 

6821t.5 
2330./e 

-2e5P..3 
-2Ci38.0 
-601.1 
ltCi48.1t 
1268.5 
1t25.9 
1816.2 

12lltl.~ 

0.129 
a.21~ 
C.ltOl 

21~.18 
227.82 
102.79 
lft8.91 

1978 

lllt8.3 
6.1t 

711§4.7 
2514.6 

-1017.~ 
-3023.8 

-509.2 
5260.2 
1385.3 
161t2.8 
1891t.5. 

1458/e.~ 

0.329 
0.273 
0.398 

21t6.60 
· 21e6.)8 

100.21 
204.02 

(-
•, 
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1979 

7576.4 
9.9 

7586.3 
2672.2 

-3186.2 
-3196.1 
-523.9 
5522.6 
1539.8 
1801.3 
2063.1 

16616.7 

:>.129 
0.216 
0.395 

265.35 
26/e. 54 
100.31 
219.32 

l'f85 

11015.~ 
155.2 

111lJ.6 
3823.1 

-~331.3 
-ltlt86.5 

-663.2 
7891.6 
2615.8 
2971.6 
3279.0 

36256.3 

0.321 
~.100 
0.379 

411.23 
397. Jl 
103.58 
329.1/e 

tc;90 

15181.2 
CJC.I 

15812.0 
5~1C.9 

-5632.3 
-5121.1 
-112.2 

ll36t.9 
lel98.9 
leC95.2 
le!>ll.l 

12852.0 

C.30J 
c.~ll 
0.367 

5t5.6fJ 
556.11 
101.tl 
461.64 
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NATICNAL ACCrUNlS Ill 
· c~II . LIC~S 0~ lSS AT 1~67-69 P~ICESI 

( - GROSS [(~fSTJC P~CCUCT 
GAINS FAC~ TfR~S OF TP-OE 
GROSS OC~fSTir. t~CC~E 
lfii'Pr~lS 
f.XPCATS - VfiU~E 
EXPORTS - Tl. A[JtST£0 
RESOUAC~ t~P - TT. ADJlSTED 
TOTAl CC~SU~PTtf~ 
INYEST~E~T 
~ATICNAL SAVINGS 
OOHrSTIC SA~I~GS 

: ( GOP AT Cl FfiFr..T t:!' 

: j 

I ( 

(..., 

\:-

SFCTOR lllTPlT 
ISHARE OF (rP AT 19fl-6~ PRICESI 

ACRICULTlRE 
INOIIST~Y 

SERVJf.ES 

PPJfES IIC~l-69 • ICOI 

EX PORT pq ICE INDf )I 
IMPOAT PP.IC~ I~Cf)l 

· Tf.Rf'S (F TRACt: . UDEX 
GOP O~FLIT~P I~Stl 
ANNl'Al AV(R-GE EXCt4ANf:E RATE 

lq6S 
1 c; 1&1 

1.\J 

t.4 
4.1 
1.2 
5.9 

5.1 
1.S 
CJ.l 
P.d 

12 ·" 

t .1 
J ... 

-l.l 
5.1 

GfiC~1f4 R A l E S 
-------~-------------~--

1'7t 1978 
I~Je 1c;a5 

1.0 

1.1 
9.9 
1.2 
1.4 

1.1 
9.0 
~-1 
5.4 

15.~ 

8.1 
l.ft 
0.2 
1.8 

6.~ 

6.t 
6.2 
5.1 
5.8 

6.0 
9.5 
e.a 
8.2 

11.9 

1.6 
1.1 
0.5 
7.1 

• .,85 
1990 

7.5 

7.3 
7.2 
5.4 
5.0 

7.6 
9.9 
6.6 
6.6 

15.0 

6.t 
1.0 

-0.4 
1.0 

1915 
SHARE 

Cf 
GCP 

lCO~O 
-~.) 

95.7 
3!.9 
39.1 
34.8 
-0.9 
75.1 
1CJ.7 
18.3 
20.7 

. . 
Pye 2 of 1· 

• 



( 

~fliCTEO INtiCATOQS l'Jh~-16 lfi 16- lf 
------ --------------------------

ICOA 2. 81 2.JC 
I•PC~T ElASliCil~ 

· O.l\J .... o 
IVE,IGE ~ATI(~Al S-Vt~r.S RATE 0.21 . c.z .. 
MARGINAl HAliONAl SA~I~~S AilE . 0.2'1 C. II 
IMPORT~/GCP 

c. :n 0.! .. 

INVESTf'f~l/~[P o. 2" c.tfi 

~ESOUII(f (;Af/f:[P -o.or. -[.(8 

Ill CCMFfNF~TS "AY NCT ACC CP ftECAlSE OF AOl~DI~~ 

0 

( . 

· t~Je-Eii 

--------
l.!fi 
O.'ll 
0.26 
0.35 
0.15 
o.zz . 

-O.Cl 

1~85-C,O -------
).)It 

0.97 · 
0.27 
Q.2~ 
o.l., 
0.25 

-O.O't 

( 
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iO~IYINT tt•7·•• 'RICES 
I"ILLCn"l 0' OOLLARIJ 
••••••••••••••••••••••• 

5.1. lOTI~ GOODS CCJF) 
5.2 1 tOT &L GOODS (FOB) 
6. •ON-~ACTOR Sf'VIC[S 
J. ~ 10TAL GOODS A~D ~FS 

PRIO" IND!It 19.7•69 • 100 .. ~--··················· 

~ •. TOTAL· GOOD' (CIF) 
•• ~ON•~ACTOR Sf-viCES , .. TOTAL' GOODS 1~0 ~'$ 

c ,, ·EN' VALU!I 
· C tiL inNS 0' OOLLARii 
••••••••••••••••••••• 

\ 

5.1 TOT&~ GOOD S (CIF) 
S~l TOTAL GOOOS ('0!) 

•• t.!CJN -~AC ~ iA SERVICES .· 
7 •. . TOTAL Q n ~o S 1~0 N'S 

DAf E Oi 'A T t~ T U'DAT[ .!1111 1 

'I,,, 
----

IJJz,a 
IZliO,G 
zal.t 
tl8~.5 

. 1211,96 
12•.•6 
12•.•• 

, ..... 
a-;so.o 
J&o.o 

J&~to.o 

(. 

"'LAYIJA 

A T T A C H M· ! N T J c 
······-····-·············· 
I M ' 0 I T D f . J A I L 
•••••••••••••••••••••••••• .. ,, .... 

as•2.• 
t•I7,J 
z•6,J 

175],6 

IS •• I. 
156.19 
•s•.•• 

2117,] 
2J2],0 
•••• o 

l7Jt,o 

.. ,. .... 
• 

2166,1 
2027.0 
:u2.• 

2]]4,6 

llt,o• 
119,01 
119.011 

• 

•o••.J 
JIJZ,O 
541,0 
~·zJ.o 

1975 .... 

1700,9 
1549,0 
279,5 

1171.5 

211.07 
211.07 
211.07 

]540,2 
]]75,0 
s•o .o 

]965,0 " 

lt76 . ... 

11171,1 
1771,] 
]06.5 

2010,1 

211,7• 
211.71 
211.71 

1'''·' J7S7.o 
•••• o ••o•,o 

1977 lt71 
···- ···-

ZJ]0,4 2511,b 

227,12 216,01 

5]09,1 ... , .. 

.(· 

PAGE:1 . I of 1-

.. ,, I tit 
• ••• •••• 

l•7z.z ]8l],] 

161,5• 1'7,01 

Jo••·• 15171 ' ;.:· 



'( ( { 

MALAYIIA 
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A Y ·t A C ·H M I N t J D 
•••••••••••••••••••••••••• 

I X P 0 " ' D I ' A I L 
r· •••••••••••••••••••••••••• 

1'972 . l97] ,.,. 1975 t916 1977 1971 tt79 ... , 
--·· ··-· --·· --~- ---- .... ···- •••• •••• 

( • 
CO''"~ANT ••• , •• , ,.1,11 
C"ILLinNJ 0' DDLLARI 
••••••••••••••••••••••• 

lal IIUAB[q saz,s 699,0 669,2 622.7 691.0 712,7 771,5 125,] 1015,7 
1,2 TIN 289,0 26J,o 276,1 251,] 261,0 261,2 260,1 258,5 211,1 
a.s ••~~t LOGs zoa.s 22],1 211 •• 117,1 269,1 269,1 ·261,2 261,2 2•··· 
11 I tt&t .. OIL PRODUCTS 116.5 138.0 160.5 194.5 228.5 215,1 210,6 JZO,I 501,0 
1,5 C,_UOf 'ETAOLEUM 61,2 55,1 IIJ,I 54,1 101.2 120,9 tJI,J 111,6 190,] 
1,6 lAIII~ TIMI£11 71.5 97,1 11,5 12.s tJ],I tJJ,I 11],1 IJ],I IJJ,I 
11 7 liATUIUL A•S .o .o ,o JI,S 
z. ~A~u'&CTUAEO OOOOS 155.9 z•l.l 212.z 251.7 ]2],6 ]62,5 JII,Z 116,9 696,1 

s .•• All,. !H .. EII 83001 102.7 130.5 ·- 307 .o 370.7 461.4 559,1 59],7 6]0,7 9]1,2 
( •• TOTAL GOODS C,,O,!,J 1587.8 1855.2 2001.0 2022.2 2473.2 2615,5 21]1,2 2991,1 1012,0 

'· ~ON•'&CTOA SEAVICEI 98,1 121,z 111,1 115,1 156,1 172,1 lll,J 191,1 219,1 

'· TOTAL raonos ·~D .. ,. 1686.2 1979.4 2145.4 2167.6 2630.0 ZISI,J ]017,1 5116,2 11ia.s 

'RIC! _ IND!W (lt6f•6t•IOO' 
················~········ 

1 1 IIU"A[II 79,01 116,99 ~· 119,05 1]5,51 I76,SS 119,06 197,90 220,10 JJZ,JI 
1,2 TIN tiJ,IO tJ9,71 227.10 199,91 227,96 2ti,J7 279,57 219,15 150,10 

t.J ''" LOGS 101,25 aso,1• 202 .• 76 111,92 215.16 111,66 zeo.Z9 ]06,52 526,55 

lell '''-" OIL PRODUcrs '''·ll ass.o• JZJ,II soS,I6 211,12 JIZ.TI 276,95 261,]2 10],52 
t.S CRuD! t'ETAOL!UM 121,11 198,59 '11,75 •sJ,06 6~.t5,68 751,19 115,11 17Z,J9 1292,12 
••• SAW~ TIHL'EI 129,&• 1111,76 ZJ7,76 zzz,9z 161,72 ZJ6,15 z•z,oz ]76,17 712,79 
1,7 NAtU•AL G&l 781.10 IIJO,OO •o•.•o 125Q,Jl 

'· ~~~U,ACTURED GOODS 111,28 111,17 Z27al7 257,76 217,01 26~·'' 116,10 JOI,IO •• 2.11 
J, ALl ~Ttt£A .GOODS 177.9 203.4 107.3 92.4 100.2 ••• 62 101,)1 '''··· 161,)! 

•• TOTAL· GOODS (,,0,1,) 105,75 160,17 207,21 116,]1 111.17 IJI,60 216,65 165,1] 112,11 
s. ~O~·~ICTOR sEAVIC!I 121,96 156,19 I 19, 01· 211,07 211.71 217,62 ZI5,1J 161,27 , ... ,. 
6. TOT&L: GOODS AND ~'S .. ,, 106,17 160,20 205,91 111,00 2tt,2i 211 1 11 216,60 265,)5 111.21 

CU"R~NT VALU!I 
f"ILLinN~ 0, OOLLAAS) 
·····---~---·-······· 

( l e i AU"Bfq 160,11 toZ7,S II 98.2 8011,0 ,,,,,, IJI5,J 1510,7 1119,1 ,. 
· .... a.z TIN ]27.1 ]IJ7,6 62~ •• 5nz.s 599,5 JIO.I 721.7 711,2 I Cl ~- , 

t.J .... ·&5 210.1 tol,• 121,6 279,0 579,0 6SO.J 7SI.J 122.0 Il l ~· 9 

v 1,1 PA t. '.... tr:~uc~: 139. f; 214.0 519.0 sq4.o 528.0 7.1 . 9 111," ll fi, O 2 0 14\¥ , . 

t.~ C ~t · f TR"l F .J~ 1 ~ .·~ t1 o ,t , · ;j ~ 'II JS :; • J 687 . •o·t ,6 1071 ,0 lZ09,': ~;~ SA , I 

~ 
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SUM~ARY OF !AlANCE. OF PAYMENTS 

1. EXPOPTS CINCLUCJ~C ~FSI 
z. IMPORTS fiNCLUOING ~FSJ 
3. RFSOURCE RAL,~CE 

4. ~ET fACTOR SERVICE l~((~f 

.t NET INTFP.~ST P&V~E~TS 
OF W~ICH C~ FUR ~tlT LCANS 

.z CIPE(J I~VEST~~~T I~CO~E 

.3 ~PKERS R~~JTT4NCFS CNFTI 
S. CURRE~T TAAN~FfR5 CNETI 

6. PALA~Cf C~ CURRE~T A(CCU~T 

1. PRIVATE CIR~CT INV~STMFNT 
8. C~A~lS t ~R~~T-LJKF FLC~S 

PUBLIC MClT LCANS 
9. OISBUPSF~ENTS 
10. 4~0RTI11TIC~ . 
II. NET OISPIIffSFNPHS 

OTHER ''LT l(A~S 
ll. r.rseuPsrw~~~s 
11. AMO~T 11 A Ttr"' 
14. NfT [ISfl~SEMfNTS 
15. USE OF f~F RESCURCFS 
16. SHrRT-lfRV CAPITAl 

TRA~SACTi l ~S 

11. C'PITAl l R4~SACTJ(N~ Ntl 
18. CH.~fE I ~ PE5fRVES 

f - z t ~(. r f. A 5 ~ I 
19. NET f"Q f f ~ H f)(HAM{E .11 

P.FS~R\E S ( f~C OF PE~ICP.t 

1912 

18~2. J 
18~0. 0 
-5e. o 

-131a. 0 
-43." 
-10.2 
-c; 1. 3 

~0 
-~5. 0 

-247.J 

11ft. 0 
.'l 

2C2. 9 
-21.9 
181.0 

.o 

.o 

.o 

.a 
-';. 4 

6. l 

-ItO. q 

QA l. l 

( 

~ t l A C H - E N T ~ A . 
--~· ..... ._ _____ _. .... ._, ........ ~~------- .. . 

BALAkCE OF PAYPf~TS AND EXTERNAl ASSISTANCE 
---------------------1---------------------

l«il! 

!IJI.C 
2ll4i.C 
'!2.C 

-2JC.C 
-64i.2 
-42.2 

-2((.1 
.c 

-E2•C 

IOC.C 

172. I 
.c 

@6.2 

-~·-~ 51,.9 

.c 

.c 

.c 

.c 

I04.f 
-195.1 

-11t.l 

t?c~.c 

14i11t 

A C l U A l 

4419.0 
lala21.0 

-4.0 

-249.0 
-54.4 
-~4.4 

~194.6 
.o 

-5e.o 

-:11.0 

313.1t 
.o 

218.3 
-t4.8 
153.5 

.c 

.o 
.• o 
.o 

41.9 
-10.2 

-1e 1 .t 

161e.o 

1915 

40J5.o 
3t;65.0 
110.0 

-229.0 
-60.0 
-59.9 

-16«;.5 
.o 

-52.0 

-171.0 

229.2 
.o 

589.4 
-85.0 
504.4 

.o 

.o 

.o 

.o 

-34.6 
-456.1' 

-11. 2 

I 52 it. 0 

l«il6 

5550.C 
41t06.0 
1144.0 

-405.C 
-119.8 
-119.8 
-285.2 

.• o 
-57.0 

tfl2.0 

129.8 
.o 

41t4.5 
-117.5 

326.9 

.o 

.o 

.o 
1Cit.2 

-68.8 
-261.8 

-912.3 

2511.1t 

1911 

E S T. 

6691.5 
5309.1 
1184.4 

-519.1 
-124.1 
-121t.l 
-195.0 

.o 
-5o.o 

811t.J 

130.0 
.o 

693.4 
-206.\l 

ltRl.4 

.o 

.o 

.o 
-104.0 

.o 
-160.0 

-91aA.l 

1518.5 

1918 1979 

,. . 
J 
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•~eo 

P R 0 J E C T E 0 

14~0.9 
6181.9 
1251.1) 

-568.6 
-98.6 

-147.0 
-It 70.0 

.o 
-50.0 

634 .It 

130.0 
.o 

689.7 
-213.5 
416.2 

.o 

.o 

.\) 

.• o 

.o 
-415.0 

-765.5 

4284.0 

81t54.7 
1068.~ . 
1185.8 

-638.Z 
-91.2 

-119.9 
-545.0 

.o 
-5~.0 

697 ·.6 

14:1.0 
.o 

6l't.t • 
-322.3 . 

351.8 

.o 

.o 

.3 

.o 

.o 
-470.0 

-71'1.4 

soo]." 

98(q.2 
8051.0 
17~8.3 

-111.8 
-eE.8 

-2(9.5 
-t4~.o 

.o 
-!0.0 

9q6.4 

l lC.O 
.o 

54~.e 

-JI~.It 
2llt.4 

.o 

.o 

.o 

.o 

.o 
-51tO.O 

-8tC.8 

58tlt .. 2 
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c . SUMMA~Y OF eALANCE Of PAYMENlS 

L 

.. 

-~----------------------------

l. E~P~ATS CI~CLUOJ~~ ~FSt 
2. IMPORTS IINCLUOING ~FS) 
3. AESOURCf r.ALA~CE 

4. Nf.T FACtrq 5f.P.VICE J~C(ME 
.[ NET INT[A~ST PAVM~NTS 

OF WtHCII Ct. FUR f'C.l T l(Af\S 
.2 CJRf:CT Jt.V~Sl~~f\1 INCC~E 

~3 WORKERS RE~ITTANCES INETI 
5~ CURRENT fqA~SFERS INETI 

6. BALAf\CE CN CURRENT ACCCUNT 

1. PRIVJTE CIR£(T Jf\~f.ST~F.f\T 
A • . GRANTS t G~•NT-LI~E FLO~S 

PUBLIC ~£LT lCANS 
•• CIS~lP~E~ENTS 
10. AMOATilATICN 
11. NET crsruqse~E~Ts 

OTHER ~'LT LCANS 
tz. OISBURSE~ENlS 
11. Af'-CIH IZATJ(~ 
14. NET r.t~flR5E~EN1S 
15. USE ~f J~F AESCUPCES 
16. SHr.RT- TfAU r•PITAl 

lRANS AC TICf\S 
17. CAPIT'l TRAN!ACTI£NS NEI 
18. CHANGE IN RESERVES 

C- w INCS:EASEt 
1q. NET F~~fi~H E•(HA~~f Cit 

RESF~ \ ES IF.f\C OF PfAfrOt 

19tt I 

l~9l8.1e 
9156. 1 
182 2. l 

-1b9. 3 
-5CJ. 3 

-22'i.O 
-11 c. 0 

.o 
-50.0 

1003.0 

220.0 
.o 

';Itt. 5 
-216. 1 

1.10. It 

.o 

.o 

.o 

.'l 

.o 
-610.0 

-tJfn.,. 

611t1.b 

( 

I'AtjYSIA 

• . 1 T ·A C H ~ f H f 4 A 

-~-~--~~-~--~------~------

IAlAHCE CF PAY'E~TS AND EXTERH~l . ASSISTANCE 

--------~-----------~~------------------~--

1'1( ~ 1~E5 1990 

P a C J E C f E 0 
------~---~------

H~4Je.c 11811.1 !1860.9 
1t3!8.C 15178.8 30122.8 
1~6t.c 26!2.9 1138.2 

-E5!.1 -1161.1 -Z263.5 
-]!.1 tl.4J 116.5 

-242.c; -30C .5 -481,.4 
-f2C.C -1225.0 -21tOO.O 

.c .... o .o 
-5o.c -50.0 -50.0 

IC56.t 1421.1 -515.3 

28C.C 5CJO.O 1800.0 
.c . • o .o 

~l~.f • t41.3 1476.0 
-!2!.C -355.2 -508.3 
2~2.1 292.1 967.6 

.c .o .o 

.c .o .o 

.c .o .o 

.c .t .o 

.c .o .o 
-lOC. C -1C40.0 -ZIOO.O 

-88CJ.l -12E3.9 -92.3 

ltJl.! 1ll02.l 15061.4 

• 

( 
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' Attac:Ue•t 4A 
~ 'll;~a i oll 

1~12 l~ll l c; 14 1975 . 1916 · 1911 l«Jl8 197~ . l'ilo· 
---- ---- ---- ---- ---- -~-- --- ---- . ----~ 

GRANT ANC LC,NS CC~~IT"E~1S 
--~-~- .. -----------~~-------... 
1. [ff 1C Itt (;Q &~ T S .o .c .o .o .o .o .o .o .-o 
2. TOTAL Pll~liC fo4&lT tr4N~ 1.!7.1 24C.ta 1102.7 1'52.5 423.2 520.0 4CJO~O -49]. 0 54c;.c 

c .t 11!11{) 
"'· 5 

f1.C 115.0 6].5 101.5 115.~ 14Sl.J 111.0 lf4i.O 

~' If\& .o .o .o .o .o .o .o .o .o 
.~ OT~ER ~UlTILJlEq4l 21.7 ~t.( 65.4 41.6 .o 715.0 60.0 65.0 10.0 

(• • 'tt;CVI:P~ .. F~TS 4R.l '" . IC2.2 224.3 lb.] 110.0 110.0 130.0 14C.O ..... 
• 45 OF W~ICH CE~TR&llY . PlA~NEC 

ECC~Of'IFS 121 .o .c .c. .o .a .\) .J .o ~0 
( .6 SUPPLJI=f'S .. " .o .o 23.5 .o .o .o .o .o 

.1 FI,.&Nr.t~t lt\5TITl TI~NS qt. 2 1C.5 150.2 493.6 21t3.1t 200.0 150.0 160.0 ·. 1JC.O 
• e ,.r,.ms 25. 1 te.c .0 .o .o .o .o .o .o 

( .~ PUAliC trANS N~l .o .c .o .o .o .o .o .o .o 
]. CT~ER ~tlT l£A~S l~tEPE 

lVAILAf'LFI .o .o .o .o .o .o .o .o .o 

MEMORANDU .. tTEf'S 
-----------------
•• GRA~T ELE~f~T nF lCTAl 

CO~~IT~e:~TS 17.3 20.0 24.1 7.6 11.800 15.122 16.842 l6.1t96 16 .(91 
2~ AV(qACF I~Tf~~ST CPERCENTI .Oo6 .(61 • !8 .celt .075 .075 .073 .073 .Cll 
3. AVfRAC:E ~o\lU~ITY IYEARSI tl.tt"O tc;.t(( I6.COO 9.300 12.100 17.587 18.306 18.16'- 1e.c:n 

-------------------------------------1/ NET FOREIG~ ASSEtS: USS ECUIVALENT CF liNE !I. 

· tNCLUDF.S c-.EA CCU~TitiES, PEOPLES REPUBliC (f Ct41~A, NOIITH 
KOREA, ~CRTH VIET~A"· 

OATE OF t•TEST UPDATE 01/Z6/78 

L. 

~ 



. ( ( 

l4ilt 1 l~l2 . 1Cjf5 

G~ANT AHC LCANS (C~~~T"E~lS · 
--~---~~-~--·-~----------~-

t. OFFICI\l ':iRA~l~ .o .c .• o 
2. TOT4l PLPLIC ~tlT LOA~S 5e\l. o tcc.c 6«i5.0 

r .t . IRRil . 180.0 UtC .0 210.0 
.1 10" .o .c .o 
.1 CT~FP ~llTiltTEPAl lS.IJ ec.c c;s.o 

( ·, .4 G'lVEPt·M~~TS 140. 0 14C.C 140.0 
.5 OF WtfC~ .CENTqAllY PLANNEC 

t:r. c ~ c" 1 e: s c 2 a .o .c .c 
. • 6 SUPPlf!:r>S .o .c .o 

• 1 F I"!"( I at ~~~TITlliC"S 185.1 . 20C.C 2~0.0 

eft A(~OS .o .c .o 
(' ' .9 PUettr lC~~~ ~EI .o .c .o 

l. OTHF.R ~tll l(ANS ·~~ERE 
AVIIUUHE) .o .c .o 

MEMORANOUM IT!:MS 
----------------
l. GAA~l Elf"ENT OF TCTAl 

C.O~P41T114FNl S 15.51 8 15.04~ 13.E50 
I 1. AVERICE I~TE~EST fPEACE~TI .01 It .C15 .011 

1. AVfRA(E ~4TUAITY IYEIRSI 17.ql2 ll.lf! 17.415 

------------------------------~------
1/ NET FOREIGN ASSElSt USS ECUIVALENT Of liNE !1. 

I INCLUDES C~EA COUNTRIES, PEOPLES ~EIUBLIC CF C~I~J, NO'T~ 
KO~EA 1 NCRTH ~IEl~AM. 

DATE OF lATEST UPCATE 01/26/18 

L 

.. 

lti'IU 

.o 
15~3.6 
295.0 

.o 
11!.2 
140.0 

.o 

.o 
q\)Q.O 

.o 
8 5. 4 

.o 

6.541 
.csa 

14.260 

l 
~. 

Attas:hilent"' 4A 
Plt:E I 4 itt 
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\ . ( 

fiALAYSIA 

J 1 t ·a ( H" EN T ~a · 

-~~---~-~---~~~-~-------~-

D £ 8 T A N [ C R E 0 I T W 0 R l H I N E S S 
---------~------------.-------~---.-------------------

1912 

MEDIUM &~0 lCNG lEA~ DEBT COJSeUASED ONLY~ 

------------------------------------------TOTAL [EfT rtTSTt~[l~~ CCCC 
.~Nf' CF Pf=Pi'lCt 

INCLUCI~G UNCISP.~QSEO 
PiJ~liC CfP.T SERVICE 

INTt:RfST 
OT~ER ~&lT CleT SE~VICE 
TOTAl r£RT ~f.~~J(f 

DEBT BURDEN 

DEBT Sf~~ICF RATIO 
DE~T SE~~fCF R4tl0 Cll 
OFRT CiERVICf/(r.P 
PU~. CEAT SfQ~ICE/~0~. REVE~UE 

t&.•u•s 
INT. 0~ tOtAl OCC/TOT~l 000 
TOT~l ff.~T SERVICE/TfTAl DCO 

DEPENDENCY PJTIOS FOR M&lT tfeT 

GROSS 01$"../IMPCPTS (I~Cl.~FSI 
NFT TRANSFEP/I~PCRlSCJNCl.NFSt 
NFT TRA~SF~R/r.RCSS CISA. 

EXPOSURE 

~~~0 OICiP./G~~SS TCT~l _nts". 
8lNK GPOUP OfS~./GPrSS ynr~L 

01 SOUA ~F;~FNT ~ 
JP.AO OCO/TOT~l COD 
~AN~ GRnlr rPO/TCT~l OCO 
I~R t CEP.T Sf QVJfE/TOTil CEP.T 

SfR V f r: F. 
ftANI< GPOU O ': FPT ~t:QVICE/1011\l 

Of P T c; E · : ' C E 

61t9. 6 
CJ@ 7. 9 
-~2. I 
-30.2 

.o 
-52. 1 

2. CJ 
8. 0 
1. 0 

"· 0 

"· 1 8. () 

10.9 
6. 1 

1't. 1 

14. 2 

14. 2 
26. ~ 
2h. 8 

!lt.O 

:!it.) 

l~l! 

t87.1! 
1171.1 

-7:!.C 
-le2.2 

.c 
-7! ... 

2.! 
f.6 
1.( 
).8 . 

l.l 
1C.l 

~ • I 
.15 

1.C.E 

2~.f 

2<\.f 
21.~ 
11.! 

1 '·" 

21.4 

1tille 

A ( T U A l 

829.8 
22't't.O 
-119.2 

-54.-\ 
.c 

-1JC •• 2 

2.7 
1.1 
1.2 
'e.8 

6.6 .... " 

't.9 
2.2 

45.-\ 

tl.4 

2l.'e 
21.1 
21.3 

19.6 

J '; .6 

1975 

1103.6 
24167.9 
-1't't.9 
-S9.9 

.o 
-l'ele.CJ 

3.6 
1.1 
•• 5 
6.5 

't.6 
11. 1 

14.CJ 
11.2 
15.1t 

9.0 

9.0 
20.8 
20.A 

1'l.4 

l9.1t 

1916 

1619.2 
l200.'t 
-217.1 
-119.8 

.o 
-231.3 

't.3 
9.'t 
2.2 
8.6 

1.'t 
I 't. 7 

10. I 
4.1 

ltb.6 

10.6 

10.6 
16.CJ 
18.9 

lle.8 

14.8 
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ECONOMIC AND SECTOR WORK PROGRAM 

Attachment 5 
Page 1 of 4 

t. lor the rest of this fiscal year we plan to concentrate on pub-
liahing a book of essays on the Malaysian economy. The content of this 
proposed book will largely reflect work on Malaysia undertaken during the 
past few years, However some new analysis will be included. A chapter on 
the population issue in Malaysia, will be incorporated. The book will 
include four chapters that provide an overview of Malaysia's historical 
development and longer term .prospects and eight sector chapters analyzing 
soma issues in more detail (i.e. chapters on: Agriculture, industry, exports , 
public fiD.&D.ce, inflation, population, poverty employment and income distribu·­
tion, and economic planning). We are undertaking this task at the request of 
the Goverament, in the expectation that such a ·book will serve as a useful 
vehicle for continuing the dialogue with the Government on some of the issues 
raised above, as well as extending the discussion to a wider audience both 
within and outside Malaysia. 

2. Pollowing that report we propose to undertake during the next few 
years one compreheuaive sector study and ·a number of special papers that 
would comprise the building blocks for our next basic economic report. In 
order to influence the Pourth Malaysia Plan (1981-85) we propose to complete 
a basic report during calendar year 1980. A comprehensive sector ~ssion in 
agriculture ia proposed to update and broaden our previous work in this 

·..._, sector. In acldition, we also propose a rural and agricultural development 
mission for Sabah· and Sarawak. This mission is of high priority because of 
the paucity of iaforaation on these states. The mission would review the 
... llholder aaricultural sector and identify project and program possibilities. 
The mission would sive special attention to reviewing the possibilities for an 
expaded la1ld development program in Sabah and Sarawak. As major inputs to the 
qriculture sector revi•, two reports to broadly review the iDrplementation 
capacities of the various agencies in land development and in ip situ develop­
.. nt are proposed. In line with the proposal to alleviate loan officers from· 
s~ of their aore routine tasks, it is also proposed to make substantial use 
of our · loan officer expertise in this effort. These · revi.ews, including recom­
•nclatiou on how to ease whatever couatraints are identified, could alao be · 
circulated to Goveraaent on an ~ !\2s. basis .when ca~~pleted. 

3. &agarding poverty and restructuring we would propose to make this 
the major focus of the I'Y79 and FY80 economic· work program. In .that regarc. 
1i8 plau to wri.te a paper in Ft79 which would give special attention to poverty 
aucl 11l particular to the extent to which basic: neecls are beiq fulfilled in 
"-layaia, and the prospects for reducing poverty. The report would also 
aUaine the prospects for reducing poverty in Peuinaular Malayaia through n 
ezpaDded land development program. In FY80 we propose to prepare a report on 
the pace of restructuring. This report would analyze the proareas .that has 
been made in restructuring of employment and equity, and the prospects for 
meeting the loqer term restructuring and targets of the Government . 

_,. 4. Besides updating current economic · events, the 1'!79 CEM will focus 
· ou,. the recent performance of the manufacturing sector in lisht of both 

incluatri&l 1Dcativea and restructuring polici • 
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ECONOMIC AND SECTOR WORK SCHFJ>ULE 

Titlt and Ditcription 
Responsible 
Division 

Education Sector Survey (UNESCO) 

lasata on the Malaysian Econopy 

Publication of a book of essays on the 
Malaysian economy summarizing much of 
the Bank' a economic work on Malaysia 
during the past few years, but also 
tneludin& some new analysis such as 
a Chapter on population and family 
plamdng. 

!l1! 
Rural apd Agricultural Development 

Sabah and Sarawak 

Identify profiles of smallholder agriculture 
in Sabah and Sarawak, analyze Government 
proarama, and sugaeat/identify project 
poaaibiliti••· Timiq of Dd.aaion would be 
contingent on publication of agricultural 
cantua data. Special attention will be given 
to ~eview the possibilities of expanding land 
develop11ent in Sabah and Sawarak. 

· Specifl Paptr - Poverty 

Paper will revi.W income profile of poverty 
households, poverty targets and policies of 
goverument, success of goverument programs 

... to date, and likely imp.act of govermaent 
strategies on future employment and poverty • 
. In this context· report will consider extent 
·to which basic needs are being met in Malaysia, 

· establish critical levels of basic needs, and 
analyzing aoverument policies and programs 
needed to meet these critical levels. Special 
attention will be given to reviewing the role 

AEP 

AEP 

~ of land d.velopment in reducing rural poverty. 

·.,. 
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Total 
Map-Weeks 

10 

92 

60 

60 
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Couptry lcopomic Memorandum 

Very brief updating of reeent economic trends 
With apecial attention to a review of the per-
for..nce of the manufacturing sector and the 
·impact of industrial policy and incentives 
and of the ICA on illanufacturing • 

· Implementation Report on Land Settlement 

. This report would ·provide a broad review 
(drawiua upon existing material to the eztent 
possible) of the various land development 
progr... with special attention given to 
raviewiq the c:apacity of the various lan<l 
development asencies to design and implement 
project• and to recommend measures to overcome 
coutrainta. 

1'!!2 

· l.utructuring Sector l.eport 

Report will analyze goverament policies 
to r .. tructure employment and equity. 
laport will .. •••• likelihood of meeting 
1990 ·perapective pl&D taraeta aad make 
rec~t:lou for Pourth Malaysia Pla~.e 

~~~lementat&2B B.eao~ on In Situ 
4gj.Cu1tuUl Develop-nt 

This report would provide a broad review of 
iD situ proar... with special attention tQ 
revievina the tmpl ... ntation capacity of the 
varioua asenciea iDvolved and to recommendins 

· -•urea to enable a more effective prosram 
. to be uuclertaken. 

Secondary Vocational Education Survey 

AaricultuES Sector B.e2ort 

Compreheuaive review of· aaricultural 
sector to be used as basic building block 
for basic economic report. Thts report 
would draw uteuaively on the implementa­
tion and poverty teporta proposed above. 

6_ttachm nt 5 
Page 3 of 4 

AEA . 40 

AEA . 30 

AEA 30 

30 

AEP 30 

AEP 40 
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Title !p4 Diacription 

B&l&c Ecopq!ic Report (carry over 
froa l!80) 

Report will draw together economic 
work of previoua years with intention of 
aaaiatiDa Goverament' during drafting of 
Iouth Malayaia Plan. 

C9UJltn EcoaO!Iic Report 
l.evi• of rourth Plan and of economic 
develop .. nta iaaues 

Ufbap Povertx:Spec:ial Paper 

·l.aview of extent and problema of 
urban poverty. 

Responsible 

Attachment 5 
Page 4 of 4 

Division Total Man-Weeks 

. AEA 200 

30 

40 



K. TRENGGANU 

PENINSULAR 
MALAYSIA 

~ 

s 

MALAYSIA 
lnternationa I Boundaries 
State Boundaries 
Railway 
Main Roads 

Main Towns • 
I 

0 100 200 300 400 MILES 

KILOMETERS ~ '?0 D 2QO 390 400 5?0 

0 u H C H I N A S £ A 

.. 
4 

The boundtlria rhown on ~ fiiiiiP do not 
imply endonement or acceptlmce by the •· 
World Btmk and ltr affllltltes. 

1 R1 

IJS0 

<:til 

20 





I 

l 
I 
j 

·l 
I "' 
I 
i < 

F. REFERENCE MATERIAL 

2. Political Situ.ation 

The Government 

Since independence n 1957, the Government of Malaysia has worked 
within a constitutional frame rk ba ed on parliamentary democracy. The 
federal charter provides for a s ng central government and 13 autonomous 
states, 11 in Peninsular Malaysia and 2 in North Borneo. It provides for a 
bicameral parliament, a British-patterned cabinet accountable to the elec­
torate through the legislative body, and an independent judiciary. 

Multiracial Base 

The politics of ·Malaysia are strongly influenced by the communal 
nature of the society, which has since the last century consisted of three 
major and distinct ethnic groups - the Malays, the Chinese, and the Indians. 
The British had shown relatively little concern for interracial harmony or 
cooperation; they had ruled Malaysia through the Malay rulers while relying 
on Chinese and Indian entrepreneurs and labor for economic development. In 
preparing for independence, therefore, the overriding issue was to ensure 
intercommuncal peace, to reconcile the conflicting peeds of a racially 
divided society. In the mid-1950s, the main political parties of the thre~ 
racial communities contrived a rough compromise that became an int·egral _part 
of the 1957 constitution. Th~ bargain was based on the assumption that the 
status quo - the political pre-eminence of the Malays and the economic 
dominance of the Chinese - would be continued but that in time the Malays 
would be encouraged to become more involved in economic development and the 
Chinese and other non-Malays in politics. 

May 1969 Racial Disturbances 

The communal compromises of independence helped ensure temporary 
peace, but did not help narrow the communal differences. The Chinese 
attacked the constitutional provisions as safeguarding the "special position 
of the Malays" and as giving possibly permanent advantage to them. The 
non-Malay communities were particularly apprehensive that the Government's 
Malay-centered language, educational and · religious politics would eventually 
destroy their distinct cultural identities. At the same time, there was no 
progress toward increasing Malay participation in the country's economic 
growth, particularly in the modern sector. These communal tensions exploded 
in May 1969. In the country's third general election, the traditional ruling 
parties suffered unexpected reverses, stemming from the Malay and Chinese 
mounting socioeconomic frustrations, each group perceiving that the other 
was in a better position. Three days after the elections there was wide­
spread racial violence in Kuala Lumpur, the country's capital. The 
Government proclaimed a national emergency, suspended parliamentary rule, and 
created a National Operations Council to restore law and order and to promote 
better interethnic relations. During this period, threatened by Malay 
frustrations and the consequent need for a more aggressive race-oriented 
economic program, the New Economic Policy was conceived and introduced in 
the Second Malaysia Plan (1971-75). Its objectives were based on the 

0 
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premise that national integration could be achieved only if poverty of all 
Malaysians was eliminated and Malaysian society was restructured so that race 
would no longer be identified with economic function. In addition, a consensus 
was reached o~ fundamental national objectives and values and the constitution 
was amended to prohibit public discussion of racially-charged issues. Malays 
would not question non-Malay citizenship rights and non-Malays wo~ld not 
challenge the special rights and privileges of Malays. These measures further 
entrenched Malay political primacy. Parliamentary rule was reinstated in 
February 1971. 

Political Leadership 

Before independence, a coalition of parties representing the three 
ethnic communities was formed to lead the country. Since then the dominant 
political group has continued to be the United Malays National Organization 
~~). The coalition, led by UMNO, first wor ed ance_Party, 
which also included a Chinese and an Indian party. Subsequent to the civil 
disturbances of May 1969, more organizations were added to the coalition and, 
in early 1974, the ·Alliance was replaced by the more broadly-based~ 
Front Ba sa Nasional). Malaysia's first Prime Minister, Tengku~, 
rule from t e time o independence through the period of civil unrest, 1957-70. 
Tun Abdul Razak, who had been Deputy Prime Minister, ruled from 1970 until his 
d~ In 1976, there was an orderly transfer of power to Datuk 
Hussein bin Onn, who had also been Deputy Prime Minister. Datuk Hussein has 
~up a strong political base. His strength was intially un­
certain. He has a reputation for being very deliberate and careful in decisions; 
soft-spoken and seeking a decentralized government; and of very high integrity 
and humaneness. Although not at first particularly spectacular, these qualities 
in the long run have paid off. In particular, three key public actions have 
instated Datuk Hussein as a very strong leader. First, in the last few years 
Malaysia has effectively contained communist insurgents, which although largely 
subdued by the end of the Emergency period (1948-60), still lingered, and in 
1975 insurgents had begun to increase their use of terrorist and guerrilla 
tactics. Action against internal subversion has been very effective, and 
since 1976 there have been no significant ambushes or acts of sabotage. Second, 
Datuk Hussein took a very strong position with regard to the investigations 
into Datuk Harun Idris, the former Chief Minister of the State of Selangor. 
Datuk Harun had also been a vice-president of the National Front and a very 
popular leader of UMNO Youth; he was a champion of }lalay rights. In November 
1975, Harun was arrested and charged with corruption. Resisting tremendous 
political pressure, Prime Minister Hussein supported legal resolution of the 
charges, and subsequently Harun was tried and convicted of corruption and 
forgery. A third major success for the Prime Minister was an explicit political 
victory. Within the past year Datuk Hussein's leadership was challenged by the 
ruling party of the St~te of Kelant~n. Although the party, ~arty I~am (PI), _ 
was a member of the ruling National Front, the majority of t~tate~ 
members did not believe they were receiving sufficient support from UMNO. The 
Chief Minister of Kelantan, Datuk Mohamed Nasir, had been appointed by the 
former Prime Minister (Tun Abdul Razak) against the wishes of his own party 
(PI). Furthermore, in the wake of Datuk Hussein's drive to stamp out corruption, 
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Datuk Nasir was threatening to expose allegedly corrupt timber concessions 
by his party colleagues. In mid-September 1977, the state assembly passed 
a vote of no-confidence to expel Datuk Nasir from office. Datuk Nasir challenged 
the motion and in October riots broke out in the state capital (Kotah Baru) 
and in the neighboring townships. Popular opinion appeared largely in support 
of the Chief Minister. Last November, the federal government imposed emergency 
rule in Kelantan to restore order and to prepare for new state elections. Party 
Islam-,.- which had ruled Kelantan since 1959, based their campaign on Islamic­
based ideology in the very pr~dominantly Malay state. The National Front 
campaigned on a platform of national unity and economic development. In March 
1978, UMNO won a decisive victory, further supported by a new party created 
from dissidents from the PI. It is the first time UMNO has ever held a majority 
in Kelantan's state assembly, and it is considered a resounding victory for 
Datuk Hussein's leadership, helping to dispel the fear of similar dissension 

f[ in some of the other states. · The Finance Minister, Tungku Razaleigh, whose 
l home state is Kelantan, ran the campaig~and the victory appears to have 

assured him of his third ranking position in UMNO's party hierarchy. 

Next Elections 

National and state elections have been held in 1959, 1967, 1969 and 
1974. Some time before August 1979 there will have to be national and state 
elections. Many people believe that national electimts will be held within _ 
the next few months. The present governing political coalition fthould be 
returned to power with a substantial majority. 

Future Stability 

Since the }~y 1969 riots, and measures taken in response to the riots, 
Malaysia has appeared relatively stable, with some easing of communal tensions. 
However, the communal distinctions and differences are still very pronounced. 
Underlying tensions persist. Under the New Economic Policy there is a tendency 
for racial differences to polarize even further, and these problems are exacer­
bated by the gradual move toward a Malay-based educational system. The country's 
future stability will largely rest on an acceptable rate of economic growth. 
National unity, in the long run, can only be forged by uplifting the quality 
of rural life of all races, which will help achieve a better economic and racial 
balance among, as well as within, ethn1c groups. 

~ . 



I 
l 
I 

~ , 

I 
I 
I 

' t 

, I ·1 I . 
I 
I 

l l 
! 1 

I 

~' 
l 

I 
! 
I· 

F. REFERENCE MATERIAL 

2. Political Situation-

The Government 

Since independence in 1957, the Government of Malaysia has worked 
within a constitutional framework based on parliamentary democracy. The 
federa~ charter provides for a strong central government and 13 autonomo 
states, 11 in Peninsular Malaysia and 2 in North Borneo. It provides for a 

cameral parliament, a British-patterned cabinet accountable to the elec­
torate through the legislative body, and an independent judiciary. 

'Hultiracial Base 

The politics of Malaysia are strongly influenced by the communal 
nature of the society, which has since the last century consisted of three 
major and distinct ethnic groups - the Malays, the Chinese, and the Indians. 
The British had shown relatively little concern for interracial harmony or 
cooperation; they had ruled Malaysia through the Malay rulers while relying 
on Chinese and Indian entrepreneurs and labor for economic development. ~ 
a:eparing for independence, therefore, tEe~verridjng issue was to ensure 
intercommuncal pea~, to reconcile the conflicting needs of a racially 
divided society. In the mid-1950s, the main olitical arties of the thre~ 
racial communities ontrived a ro h com . e an inte ra _par 
of the Th~ bargain was based on the assumption that the 

pre-eminence of the Malays and the economic 
would be continued but that in time the Malays 

would be enco e onomic development and the 
Chinese and other 

May 1969 Racial Disturbances 

The communal compromises 

position 
The 

ro ress d increasi ~ ~ · count 
growth~ particularly in the modern sector. These communal tensions exploded 
in May 1969. In the country's third general election, the traditional ruling 
parties suffered unexpected reverses, stemming from the Malay and Chinese 
mounting socioeconomic frustrations, each group perceiving that the other 
was in a better position.. Three days after the elections there was wide­
spread racial violence in Kuala Lumpur, the country's capital. The 
Government proclaimed a national emergency, suspended parliamentary rule, and 
created a National Operations Council to restore law and order and to promote 
better interethnic relations. During this period, threatened by Malay 
frustrations and the consequent e for a more a ressive ra 
economic ro ram, the ew E~onomic lie~ as c~nceiv.ed ~A ______ _ 
the Second Malaysia Plan (191- 0· Its objectives 
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integration could be achieved only if poverty of all 
Malaysians was eliminated and Malaysian society was restructured so that race 
would o longer be identified with econ c u ion. In addition, a consensus 
was reached on fundamental national objectives and values and the constitution 
was amended to prohibit public discussion of racially-charged issues. Malays 
<would not guestion non-Malay citizenship rights and non-}fulays would not --
challenge the special rights and privileges of Mala s. These measures further 

ay p Parliamentary rule was reinstated in 

Political Leadership 

Before independence, a coalition of parties representing the three 
ethnic communities was formed to lead the country. Since then the dominant 
political grgup has continued to be the United iona niza 
(UMNO}. The coalition, led by UMNO, first worked through the Alliance_Party, 
which also included a Chinese and an Indian party. Subsequent to the civil 
disturbances of May 1969, more organizations were added to the coalition and, 
in early 1974, the "Alliance was replaced by the more broadly-based National 
Front (Barisan Nasional). Malaysia's first Prime Minister, Tengku Abdul Rahman, 
ruled from the time of independence through the er1od of c1vil unrest 195/-70: 
Tun Abdul Razak who had een e u m nister, ruled from 1970 until his 
death in 1 6. In 197~ there 'ivas an orderly transfer of power to Datuk 
Hussein bin Onn, who had also been Deputy Prime Minister. Datuk Hussein has 
gradually built up a strong political base. His strength was intially un­
certain. He has a reputation for being very deliberate and careful in decisions; 
soft-spoken and seeking a decentralized government; and of very high integrity ·· 
and humaneness. Although not at first particularly spectacular, these qualities 
in the long run have paid off. In particular, three key public actions have 
instated Datuk Hussein as a very strong leader. First, in the last fe't-1 years 
}~laysia has effectively contained coromunist insurgents, which although largely 
subdued by the end of the Emergency period (1948-60), still lingered, and in 
1975 insurgents had begun to increase their use of terrorist and guerrilla 
tactics. Action against internal subversion has been very effective, and 
since 1976 there have been no significant ambushes or acts of sabotage. Second, 
Datuk Hussein took a position with re ard t the investi at ns 
into Dat un I e Chief-Mani er f the ate of Selan 
Datuk Harun had also been a vice-president of the National Front 
popular leader of UMNO Youth; he was a champion of Malay rights. 
1975, Harun was arrested and charged with corruption. Resisting tremendous 
political pressure, Prime Minister Hussein supported legal resolution of the 
charges, and subsequently Harun was tri~d and convicted of corruption and 
forgery. A third major success for the Prime Minister was an explicit political 
victory. Within the past year Datuk Hussein's leadership was c e 
rulin ar r he S elantan. A t aug e party, Party Islam (PI), 
was a member of the ruling National Front, the majority of the State's PI 
members did not believe they were receiving sufficient support from UMNO. The 
Chief Minister of Kelantan, Datuk Mohamed Nasir, had been appointed by the 
former Prime Minister (Tun Abdul Razak) against the wishes of his own party 
(PI). Furthermore, in the wake of Datuk Hussein's drive to stamp out corruption, 
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Datuk Nasir was threatening to expose allegedly corrupt timber concessions 
by his party colleagues. In mid-September 1977, the state assembly passed 
a vote of no-confidence to expel Datuk Nasir from office. Datuk Nasir challenged 
the motion and in October riots broke out in the state capital (Kotah Baru) 
and in the neighboring townships. Popular opinion appeared largely in support 
of the Chief Minister. Last November, the federal government imposed emergency 
rule in Kelantan to restore order and to prepare for new state elections. Party 
Islam-,. which had ruled Kelantan since 1959, based their campaign on Islamic­
based ideology in the very pr~dominantly Malay state. The National Front 
campaigned on a platform of national unity and economic development. In March 
1978, UMNO won a decisive victory, further supported by a new party created 
from dissidents from the PI. It is the first time UMNO has ever held a majority 
in Kelantan's state assembly, and it is CQnsidered a resounding victory for 
Datuk Hussein's leadership, helping to dispel the fear of similar dissension 
in some of the other states. · The · ance Minister, Tungku Razalei h hose 
home state · ai.g-ErB:n h i-ctol:.'1 pears e 
assured him of osition in UMNO' s ar y hierarchy -

Next Elections 

National and state elections have been held in 1959, 1967, 1969 and 
1974. Some before August 1979 there will have to be national and state 

eo le believe th t na iona ele i · bin 
The present governing political coalition fthould be 

returned to power with a substantial majority. 

Future Stability 

Since the May 1969 riots, and measures taken in response to the riots, 
Malaysia has appeared relatively stable, with some easing of communal tensions. 
However, the communal distinctions and differences are still very pronounced. 
Underlying tensions persist. Under the New Economic Policy there is a tendency 
for rac1a di erences to polarize even further, and these problems are exacer-
bated by the radual move toward a Mala -based edu 1 s ste The country's 
uture stability will lar el rest on an acce table rate of economic growth.~ 

Nationa unity, 1n t e long run, can only be forged by uplifting the quality 
of rural life of all races, which will help achieve a better economic and racial 
balance among, as well as within, ethnic groups. 
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