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SYNCPSIS

This Graduation Exercise is a study of how Malayan trade
statistics are used to study the flow of goods in and out of the couniry
during the period 1947-1965. The Groas Export Proceeds/Cross Domestic
Production ratio and Gross Imports/Total consumption ratio being both
_half, it is obvicus that trade is a very important sector of the

Malayan economy.

Chapter I deals with a detailed examination of the definitions,
concepts and methods of compiling trade statistics, giving the logic
behind the present system used and, where possible, the faults in the
system and how published data may have to be adjusted to present a true
picture of the trade flow. This close examination of the definitioms
is fundamental in any analysis based on the published statistics for it
is obvious that conclusionsrmay be differ-at had a different syatem been
followed. g

Trends in total imports and exports follow, with a more
detailed analysis of exports by commodities and imports by sections in
later sections in Chapter II. This study in the trends is to see how
far external economic situations affect the trade of Malaya and whether
the fluctuations in the value of trade is due more to fluctuations in
price or volume. The chapter concludes with an analysis how the trade
sector has affected the domestic economy of the country during the
period mertioned,

An analysis of the patterns of trade by economic and geographi-
cal areas is relevant in understanding the trends of trade, for if we
‘can trade the main consumption centres of our exports and the main
sources of our imports we are able to trace the external causes for the /
fluctuations in external trade. The trade of Malaya with the main f
economic and geographical trades have been traced in Chapter III. But'
in doing this, we are faced with the major difficulty that separate
trade statistics for Malaya alone are not published for -the years before
1958.  Accordingly, two methods have been suggested to estimate Malaya's
trade by countries and, in most tabulations, separate sets of figures
are given to show the results of the two methods used.

The fluctuations in. the trade with these countries are analysed
and the reasons traced in the remaining parts of this Chapter. Through-
o, adjustments for exports to Singapore, the “estination of which is
siot known at the time of export, have to be made to show the true
Picturaa :

7 Chapter IV attempts to project future exports and imports.
In the case of exports, such projections are done by commodities,
various variables affecting future export volume and value being taken
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INTRODUCTION -

"Nevar before have siatistics of international trade been so
important and #o widely used". Every country has increasingly
recognised the scope and relevance of itrade statistics in any analysis
of its domestic economy. Not only are trade statistics important in
understanding the domestic economy, they are vital in other than purely
domestic problems. "MPoliticsl and economic factors have become so
interrelated that such economic data as trade statistics are needed in
the determination, evaluation, and implementation of foreign policy”.

That Malaya has recognised the importance of trade statistics
is reflected in the constant attempts to improve the method of compila-~ .
tion of the trade statistics. More commodity detail, and more
sophistication in the information compiled has always been atrived for.

This Graduation Exercise concerns the foreign trade statistics
of Malaya. The definitions and concepts used in the collestion and
compilation of information on the flow of merchandise trade between
Malaya and the rest of the world has been dealt with in the first
chapter. The rest of the chapters deal with the derived use of the
statistics in an analysis of the manner in which trade has affected the
economy of Malaya and the implications past and present trade relation=
ehips with her trading partners has on future development.

The manner in which Malayan trade statistics are to be used,
the reliance placed on the information published will have to depend a
great deal on the definitions, concepts and methodology used in the
compilation and publication of the trade statistics. Our present
system is far from perfect and conclusions reached in later chapters
must take into consideration the limitations and qualificaticas which
the manner of compilation must have om the uss of the statistics. |

\

1 & 2p,G.D. Allen and J.E. Ely (Ed. ). “Internationsl Trade Statis- |
tics” (John Wiley & Sons, Imo., London, 1953), ps 1,

- viii =



 the "States of Malaya" used by the Depuriment of Statistics in their

- CHAPTER I -

¢

-~ DEFINITIONS AND CORCEPTS IN MALAYAR
'~ FOREIGN TRADE STATISTICS

3 -

"Malaya" in the context of this graduation exercise refers to

publications, The Registration Area covared by the statistice there-

fore exclude Singapore, comprising only of the States of Perak, Selanso:gr,:;f

Negri Sembilan, Pahang, Johore, Xedah, Perlis, Kelantan, Trengganu,
Penang and Province Wellesley and Malacca. When we talk of "Malsyan
Foreign Trade Statistics", it should, in this context, be taken to
refer only to the Dsgistration Area mentioned above, unless otherwise
gtated. 7 ’ o -

Compilations of Malayan Foreign Trade Statistics provide
information on the internationsl movement of goods between the States

‘of Malaya and foreign countries, but exactly what goods are included

or excluded (coverage of the statistics) and how details of the
different types of commodities in this trade are presented depend to a
great extent on the practiices followed and the commodity classification

used in the compilation. The information also covers values of trade

in Malayan currency and where export goods are bound for and whers
import goods come from. The compilation of the latter depends again

. on the principles and practices and the definitions adopted in obtaining

the raw data from those supply it,

= It is the purpose of thie chapter to discuss the definitions
and concepts used in the compilation of Malayan Foreign Trade Statistics,
The informetion given in the Department of Statistics’ publications are
at best scanty, and we need to look jnto the definitions closely to sece
the logic behind them, ) ’

, This chapter will also discuss the method of collection and
compilation of the statistics briefly. Since the graduation exercise
concsrns the use :of statistics of imports and exports from 1947 to the
present day, i.e. before and after the introduction of the present
system of commodity and country olassification based on the SITC, it
will be worthwhile to examine briefly the changes involved from the
classification based on the Brussels convention (1913) classification
apd the comparability of the statistiocs of the two periods.

1) Method of Collection and Compilation

. There are probably in each year thousands of shipments of
merchandise from and into Malaya to and from other countries, Each
of thess shipments is recorded at the place where the shipment starts




and at the place it is finselly completed. These records of the
shipments are the raw data from which trade ststistics are compiled.

Malayan "importers and exporters are required to prepare an
import or export declarations in rispect of every consignment of
merchandise imported or exported". For statistical purposes, the L
esgsential information on the import/export documents ia the description :
of the commodity, the net quantity, value and the country of origin or
destination. "Import and export declarations are verified by the
' Customs Department"? at the point of importation and exportation. 1In
the verification, the Customs Department, with the help of suppliers!
invoices and "such other supporting documents as may be available“
examines the declarations for completeness and accuracy.

"Declarations in respect of consignments by road and rail are
collected at_the frontisr of the registration area by the Customs
Department.“3 For parcel post statistics, the declaration forms are
obtained from the Postal Authorities., "Details of stores and bunkers
loaded on board for non-Malayan ships' -and aircrgfta' own consumption
are obtained from ships' and aircrafts' agents". All these documents
are sent to the Department of Statistios in Kuala Lumpur for compilation,.

At the Department of Statistics, the documents are edited and
coded after being received from the various sources. The editing and
coding procedures take the form of translating the infermation into
numerical codes, The information is then perforated into punch-cards,
which after the usual procedures of verification, etc, sre sorted in
various ways to give trade statistios on a commodity-by-countiry basis,
country-by-commodities basis, etc.

2) Period Covered by the Statistics

‘ Daclarations must flow from the Customs points on the borders
of the registration area to the Department of Statistics in Kuala Lumpur
wher: the information is processed and compiled. The flow of declara-
tions are usually not in a chronological order and it may be sometime
after the goods are imported or exported before the declarations are
received, This situation is perhaps made more acute when "ship's and
aircraft agents are, by law, nllowed 24 hours after arrival and within
two deys from the date of departure of a ship or aircraft in which to
supply the appropriate manifests of cargo together with relevant import
and export ducumenta".5 That means that if a ship or aircraft, say,
stays in the registration area for 2 months, and only within the last s
two days supplies the documents, the recording of the imports or exports / ~
may be two months late, if the goods were laden or unladen on tha -

wassel's arrival,

1 %0 4p partment of Statistics Publications: Section on Notee.
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: The Statistics Department therefore faces the problem of -
determining which documents for which periods should be included in

the report of the trade for a particular month., Like most countries,
"the monthly import and export figures are compiled from documents
received ... during the month and not %ccording to the month of arrival
or departure of the ship or aircraft".” On a yearly basis, it has
been argued that the error is not substantial since the e&rly/late ,
recordings then to balance each other. In the oase of exports, where
an exception is made to the above procedure for rubber and tin and the -~
‘“import/export figures relate to the actual quantities imported/exported
during the month according to the date of arrival or departure of the
vesael",7 the figures obviously cannot be substantially in error since
the two commodities form 80% of the exporis, But in the case of
imports, the situation is not so definite. To my knowledge, no one
has, as yet, made a study of the matter and it would be beyond our scope
to look into the matter more deeply. o

Perhaps the Statistics Department should examine the situation =~ -
and consider the suggestion of a "statistical month" for compilation of .
the figures., According to L.A. Lane and I. Weiss the "statistical -
month" corresponding as closely as possible to the month in which the
shipments are actually made, "documents received after the end of the
month if they represent shipment made during the month“,s should be
included. A varietion of ithis procedure may be where the "statistical
month" represents all or about ell shipments made during an arbitrary
30-day period such as from the 24th of one month to the 23rd of the , R
following.9 This would of course increase difficulties in inter-country R
comparison but its worth cannot really be appraised without a deeper SRy
study.

3) Coverage of Merchandise

k The coverage of merchandise has often led to many practical
difficulties. This, says A. Maizels, is due to itwo conflicting views
ebout international trade. "The first", he says, "conceives of foreigm .
trade statistics as a complete record of the actual flow of goods across
national frontiers, whereas the second would treat trade statistics as
an adjunct of the balance of payments accounts, and would-on the exirsme
crew - include only those flows of goods for which payment is made" .10
In Malaya, the view, as can be deducted from the definitions, seems to
regard trade statisticns as showing the additiom to, or deduction from, L
the currently available supply of goods in the country. This is not i

6 & 7Qp. cit.: HNotes.'

8L.A. Lane &I. Weiss in "International Trade Statistics", ‘,‘ “ °
Edited by R.G.D. Allen and J.E. Ely (3- Wiley & Sons, New York, 1953),

%ane & Weiss, op. cits, Ps 23
10,, Waigels, Ibid, po 28,1



to say the balance of payments is unimportant, only that the baaio ain  ‘

of trade statistics had been borne in mind,

The trade statiatics of Malaya include all goods imparté&-;
and exported on public account, i.e. government muniocipalities, etc.
a8 well as an account of enterprises and persons, but excludes:

a) Gold and issued currency and coins,

b) Goods imported and exported on account of
the Naval, Hilitary and Air Forces of the Common=
wealth,

¢) Personal effects of passengers, other them
migrants, for their own private use, ‘

d) Exposed cinematograph films imported or
exported on a rental basis, '

©) Stores and fuel supplied to Malayan ahipa
and aircraft. ’

f) Goods imported or exported on behalf of .
diplomatic services,

g) Hilitafi aircrafts, ships, weapons and
amunition".

"It can be seen from the definitiox of merchandise covered,
that Malayan foreign trade statistics gives an actual record of the
flow of merchandise, except perhaps for (g). The rest of the items
excluded are normally excluded from the trade stetistics of other
countries, even accapting the definition of purpose above. '

Exemining the logic for the inclueion or exclusion of parti=-
oular commodities, A. Maizels grouped the eommodities 1nvolved inte:

t
!

1) Trade in monetary reserves.
2) Extra-territorial and similar trade.

5)  Trade representing difficulties of statistical
recording, and

4) A miscellaneous_category presenting clasaifi—
cation difficulties.l? ,

11, vartment of Statistics, op. oit.

12, Maizels, op. oits, Do 3?; .
g




Gold an issued currency and coins come under "trade in nong~
tary reserves"., Fcr Malaya, which do not produce any gold, this
category is a "movement in monetary reserves" and should be recorded
as a movement on capital account, Though such movement may have an
indirect influence on the domestic supply of goods and services, they
fall outside the scope of statistics of "merchandise trade".

The exclusion of goods imported/exported on behalf of foreign
ermed forces and diplomatic missions is an extension of the extra-
territorial principle. Embassies of foreign government, are regarded
as parst of the country they represent. Therefore goods brought into R
Malaya are not regard as "imported". This principle has been apparently
extended to cover the armed forces as well, : o

Exposed cinematography films entering a leaving the country
temporarily would come under "temporary trade", There are two views
to this category of trade: firstly that such temporary trade is not
part of a country's proper foreign trade and therefore should be
excluded, and, secondly, that such trade is no different from ordinary
trade. Since cinematography films are on a rental basis, this is good
enough an assurance that they are not entering or leaving the country
permanently. It is therefore logical and proper that they be excluded
from the trade statistics.,

Personal effects of passengers present statistical recording
difficulties, Like most countries this item is excluded from the trade
atatistics, In Malaya, however, there is a further qualification that
such personal effects be for their own private use. 1In practice it 1
would be very difficult to distinguish between effects for private use
or otherwise, especially if the items are minor ones. It may be better
to exclude all together personal effects below a certain value limit.

: There seems to be no justification for the exclusion of
military weapons from the trade statistics. In fact, until 1964, the
figures were published. If we were to look upon trade statistics as
a complete record of the addition to, or deduction from, the total
available supplies of goods within the country, such trade should be
recorded., Perhaps, should the Government have objections to this for
security reasons, the total figure at least should be published. A
detailed breakdown by items and countries need not be given. Up till '
now, this has not been important, but with the rapid expansion of the 4//f/
Malaysian armed forces in mind, this kind of trade can make a large
difference to the import figures.

Ships and aircraft and stores and fuel supplied to them present
statistical difficulties and different systems of recording such
transactions are followed by different countries. The difficulties
arise from the definition of a "national frontier"  Two lines of
argument are possible on this question., "The first would regard
ehipping and aircraft movements as movements between and not across

‘pational frontiers, thus implying that all merchant shippirg (including
national shipping) lies outside the national frontier. The second
would consider ali national ships as being within the nationsl ‘rontier



~at all times", 13 It will be outside our scope to go into the implica=-
tions of the two view-points, so we shall confine our discussion to
matters concerning our concepts.

From the definition for imports of ships and aircraft, vizt

"Details of commercial and pricate ships and airoraft are‘
included in the statistics ifs

a) They arrive as merchandise, under their own
power or otherwise, from abroad to an owner in the
registration area, or;

b) They leave as merchandise, under their own
povwer or otherwiss, bOﬁaigﬁEﬂ to an owner outside
the registration area“

it seems we look upon our ships and aircraft as within the national
frontier at all times.* Yet stores and fuel supplies to Malayan ships
and aircraft are excluded from the trade statistics. If we look upon
over vessels as within the national frontier at all times stores and
fuels supplied to Malsyan ships in foreign ports should be regarded as
imports. While stores and fuel s to Malayan ships are excluded, we
include stores and bunkers for non-Malayan ships and sircraft, This
procedure is a contradicticn in logic. If one is included, the other
must be included; or both be left out, It seems that our Statistics
Department is following the most convenient course with no consistent
principle in mind. Of course it would be difficult to obtain details .
of stores and fuel %o our vessels at foreign ports. If this were so,
stores and bunkers for non-Malayan vessels should not be included in
the export totals, but shown separately.

Fish landed from Malayan fishing vessels direct from fishing
grounds, are not regarded as imported. This is an extension of the
principle of extra-territoriality. Fish caught by Malayan fishing
vessels are regarded as part of "national production™ and not imports
irregardless of where the fishing grounds lie. In this case,
territorial waters are regarded as outside the national frontier for
trade statistics purposes. Strictly speaking, if we regard territorial
waters as within the national frontier, fish landed from foreign fishing
grounds should be recorded as imports, Similarly fish caught in our
territorial waters by foreign vessels should be regarded as exports,

13A; Haizels, OP. Citcg Pe 33G

14Statistics Department, op. cit.

*The other view would exclude sales and purchases of all old
ships; new ships purchased abroad would be exclude from imports, and
new ships to both national end foreign purchaaer would be regarded as
exporta (Maizels, Ibid.) \



In practice this would be impossible to record, so it is best we make fg ‘”
a differentiation only regarding the nationality of the vaasel 1anding£;

fish in Malaya.

4) Trsde System

There are two systems of recording trade: +the general trade
syatem and the special trade system. “The gensral trade system is a
record of gll goods entering the country as izmports and all gonds
leaving as exports, (i.a., all gaodﬁ connidared as ganaine marshanding
trade with other countries)",l "The special trade system on the
other band, regards clearance through tf% customs as the criterion e
for the recording of trade statistics®, Summing up the differences
in the 2 systems, Maizels concludes ",., although the general trade
system regards the ‘siatistical frontier' as the port or other point pe
of entry into a country, the special trade system puts the 'atgtisticnl S
frontier' at the clearance point of the Custonms authoritiea” e

From the definitions of import, export and direct traﬁsit
irade in the Department of Statistics' publications, it can be seen =
that we follow the general system of recoré&ng trade. The following,' B
definitions cover imports and exports: o BN

"For the purpose of these statistics:

a) Goods are regarded as imported when they are

brought into the registration area, whether direct -
or into bonded warehouse, by land, sea or air from .
places outside the registration area, except that:

i) Goods in direct transit and

ii) Fish landed from Malayan fishing |
vessels direct from fishing grounds; are
not regarded as imported.

b) Goods are regarded as exported when they are E
taken out of the registration area, whether direct
or from bonded warehouse, by land, sea or air to
places outside the registration area except that
- goods in direct transit are not regarded as
exported”.

"Goods are regarded as in direct transit when they are brought -
into the registration area for the sole purpose of transport to another : '
country and remain in the custody of shippinﬁbor alrcraft agents or Pant‘ S
Authorities while in the registration area”, R

16!{&12615, OPo Oit.’ Pe 476 - ) ' : L \

17Ibid., p. 47.
i8

Ibiﬂ., Pe 470 ‘ i X
I5tatistics Department, op. cit., Notes.
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There is, therefore, no diatinction between imports for
consumption and imports for re-export or between exports and re-exports;
Until 1963, no separate figures had besn published on re-exports,

There will be a substantial effect on the trade figures if
the method for recording trade is on the special trade system., If
large stocks of goods were held in Customs warehouses and the stock
change i2 very great, under the general trade system the import and
export figures will be inflated by the value of such goods, which were

'zlfﬂf

not, in the first place really intended to be brought into registration ,f"i

area. Under the special trade system, imports for ra—exporta and
re-exports will not be recorded.

The definitions do not cover goods in indirect transition.
It is clear that a substantial port of our imports and exporis is

actually indirect transit trade but has not, to date been differentiated,r o
from genuine merchandise trade. The League of Nations 1928 convention .= '

on economic statistics defines indirect trade as:

" .. goods arriving from abroad, warehoused and subseguantly i

exported without being placed at the free disposal of the importers and
without having undergone transformation, repair, or eugplamentary
treatment other than re-packing, sorting ortﬂending" There is
actually no real difference between indirect transit and re-export from
Customs warehouse. Under our trade system, all such goods are recorded
as imports so they must be recorded as exports when shipped out again.

: No one has as yet made a exhaustive study of the extent to
which our import and export statistics are inflated under the present
system by such "disguised transit trade", but from W.M. Corden's and
H.V. Richter's atudy23 of the "approximate entrepot trade" of Malaya,
we can get a rough idea of the value by which our statistics had been
inflated. - :

In Corden's and Lichter's study, merchandise traded by Malaya
are divided into 2 parts - "those where the value exported is greater
than the value imported, such as rubber (Category A), and those where
the value impgited is greater than the value exported, such as rice
(Category B)" Accordingly, merchandise is split into these two

categories, They take the "approximate entrepot trade as gross importa.

of Category A plus gross exports of Category B,.25

2lrpia.

220u0ted in Maizels, op. cite, pe 49,
23Refer source tc Table 1.1, p. 282,
24Corden & Richter, op. cit.. p. 282., - V;‘g o

zslbidcg pc 285, ' . ‘\ '




It is clear that Category A goods are not intended for home ‘ -
consumption since Malaya is a net exporter of these goods. Category N
B goods are not imported for consumption but for re-export. . Under

the special trade system, if all these goods entering the entrepot
trade had not been "nationalised", they would not be recorded in the
trade statistica., It follows that if Malaya were to follow the
special trade system, the value of imports and exports would be lower.

Under the general trade system, Category A goods, amounting ,,
to $246.6 million (1961), are recorded as imports. When exported, they
are recorded as exports., It seems, under the present system, imports -
and exports had been inflated by this amount. Similarly Category B
($240.0 million in 1961) inflates the imports and exports figures.
Under the special trade system our import and export figures would go
down by about £500 million. This conclusion will be valid if a1l
these goods had not been "nationalised™ by crossing the customs barrier,

To what extent such goode are kept in bonded warehouses has not yet -
been studied but we can assume a good proportion (aspecially in cases Ry
where import and export duties are high not to hg?s'craasad ‘the customs

barrier. E

If we are to tske trade statistics as a record of addition
to, or deduction from, the currently available supply of goods, and -
such goods, intended for re-sexpert, are not t_intended to be available J“ 4‘ a 9
for consumption, then it seems such +sde should be excluded from th ,'
Trade statistics. The above conc: +lon of course rests on the
assumption that all such goods are ¢.ported in the same form. 1In :
practice it will be difficult %o make a study of what goods had been ,
processed and what had not been processed.

The above discussion should not be taken to imply the
advocation that all such goods be not recorded. But it is merely to g
point out that in order not to have misleading trade figures, imports -
for consumption and for re-exports and domestic exports and re-exportis v///
should be differentiated., =

5) Commodity Clessification

In international trade, "cogmodities” is defined as materials =
and articles movable and procurable. They are defined as "movable®™
to distinguish then from real estate property and they are procurable
beceuse they have an exchange value and are therefore subject to R
commercial transactions. Commodity classification provides informatiom §
in sufficient deiail to permit users to kmow the characteristics of the - -
commodities entering traede in sufficient volume.

Commodities in Halsyan trade statistics are classified in
accordance with the "Malaysian Trade Classification”, which is based

"

26
Allen’ Op. cito’ p- 550 oL o \ .




TABLE 1.1

MALAYA : APPROXIMATE ERTREPOT TRABE, 1957-1961, S
(Bxcluding trade with Singapore) (§ nil) Fe

| GRS TERNSREEIRERID ===:a=-==guasz==Ouz—a~=..===:== *wxnauw:azzzzéwnuszszzﬁzx185.

(including trsde with Singapore)

327.7

347.9

Category A (import value) 1957 1958 - 1959 ~211960 ‘321961

- Rubber 26,6 52.b  63.4 5»104,& ;; 76.6
' Tin concentrates ©87.h 50,k 56,1 1347 119.6
' Copra & copra cake ,) 26,8 15.6  11.2 o 13.6§,  2.h
. 0i1 seed, nuts, kernels) - 8.5 .4 7.3) e
' (except cepra) ) , o : P s R
}VCoccnut'Oil 3 : 3.3 0.1 ;f 0.7  7' 0635;_,_ 3-8
. Palm Oil ) - 3.9  3bh 2.7 -
 Sawn Timber 77 0.6 Ok 0.5 0,3 0.4
?rOther Category A prcducts - neas 1;3777 J2§5'1  Vé;1 ;} _f6.
 Category A imports from Singapore 22,2 254 36,2 36,5 18.8
 Category B (export value) - | R »

Coffee, tha, spices 7.3 7.0 0 7.9 9.7 10
| Fish and fish products 3e2- 0.9 1.0 2.8 2.2
| Other food stuffs 21.7 12,4 10,2 1.7 11.3
‘Drink and tobacco 8.6 0.4 0.2 0.1 0.2

Petroleum products 16,5 11,3 10,9 7.8 9.1
- Textile Manufactures . 3.4 2.6 6.4 10.7  21.0
Machinery v 9.7 2.7 2.2 b2 8.7
;TraﬁSP°rt equipment 345 2.7 . 2;9 4¢4 : 3.0
' Chemicals 8.6 7.3 7.6 8.0' 7.2
? Other Manufactures & materials 26,7 b, 3 23.7  27.b4 11.3
Category B exports to Singapors 9745 98,1 | 93,9 125.6- 156,9,35£
iTotai Category B 196.7 169.7 166.9 212.4  240.0 C{j
. Total entrepet trade . 363.6 514,8 48?.6 ]:;

; Sources W.M. Corden and H,V. Richterz‘"ualdyan Trade Statistics :7}
, and the Entrepot Trade" in "The Political Economy of Independent Halaya“
' (Ed. T.H., 8ilcock and E.K, Fisks Anutralian Eational University Praas,

‘ﬁCanberra, 1963).




on the :‘tandard International Trade Classification. Some modificatio:
have been made to meet local requirggents,ysspecially in some items
not taken into account by the SITC.<! A detailed ¢lassification by
Sections, Divisions and Groups can be found in any publication on
external trade statistics of Malaya, ' : . '

In the "Malaysian Trade Classification", the universe of
commoditicas entering trade is divided into 10 najor esections, which
are divided into 61 divisions, which are again subdivided into 185 S
commodity groups. The sections and divisions are the same as those o
of the SITC but Malaya has some additional items to take into account
local conditions, ' : ST R

~ It is not intended §g ge into the principles that went into
the construction of the SITC,“” but we must go into some implications
that follow in adopting the system. Section 2, "Crude Materials,
Inedible, Except Fuels", includes manufactured materials which, -
eccording to usual trade practices, are handled as crude gaterialsqzs';?f
It was recognised that "... for actual hardling of items by crude o
materials distributors, stage of production has no significance as long -
as commodities'rgmain in the form of materials to be used for further -

manufacturing® .’ By the same logic, tin blocks should have been 1,”,,*5
included in Section 2, just as synthetic rubber is. By adopting the o
SITC, it gives a somewhat distorj;iépictura of the exports of Malaya

for tin blocks to be included in tion 6, "Manufactured goods R
‘classified chiefly by materials’..” As wes all realise, Malaya is still
in the infant stage of indusirialisation, but anyone looking at our ‘
exports by Sections may derive a wrong conclusion when Section 6 is
inflated by the inclusion of tinm blocks. The latter item is not an
item of final consumption but hendied as a raw material for furthering
- manufacturing. ,

Before 1953, Malaya was following a ¢lassification system TSI
based on the Brussesl Convention (1913) Classificatiohn. The classifi- R
. cation system then had 5 classes, viz: Class I ~ Animals, Food, Drink
and Tobacco; Clase II ~ Raw Materials and Articles Mainly Unmanufacturedf
Class III - Articles Wholly or Mainly Manufactured; Class IV - Parcel .
Post; and Class V - Coin and Bullion. The 5 main classes were divided -
into 40 groups. Because of this major switch in 1953, it is difficult
to compare trade statistics of the 2 periods. A note on this is dealt
with leter in this chapter. ‘ - .

27839'“Malayaian Trade Classification and Customs Tariff; p;i¢ ﬁffy
213, ’ ‘ . S G S

28893 Kolesunikoff, op,. cit., pp._61¥650 ‘ e

2QIbid., pe 61, | ~,' AR

30xoieshikbff, op. oit., Pf,éa;,~Lréié;’,,qf‘l,

s

BT



| f‘e) Valuation

S In Malaya, exports are valued on an f.0.b. point of exportation
basis, According to the definition given in the Statistios Department's
publications, "The value of exports is the f.0.b. value, i.e. the value
represents the costs of the goods to the purchaser abroad up to the
point where the goods are deposited on board thg;expdrting vessel or’
airoraft. Export duty is therefore included".’t

: "The value of imports is the :.i.f. value, i.e., the value on
~arrival including the cost of the goods, f.0.b, the frontier of the
exporting country plus any sums spent on their insurance and shipment -
to the Malayar port of dischargs. Customs duty and other import charges -
payablerig the States of Malaya are not included in the value of :
imports”, 2 - R , -

As far as is known, most trading countries in the world uses -
these two methods of valuing exports and imports. The f.0.b. definitiom
for expcris has obvious advantages. The Malayan exporter will generally
know the f.o.b. value.  Purthermore, the "f.o.b.~type of valuation SO
is ... an appropriate value definition from the point of view of relating ;
export trade statistics to the domestic economy and for use in making -~
vi: the international balance of payments statement",’’ =~ = = B

, The ¢.i.f. cost measures the price at which goods come into
competition with dopestic products.’4 In comparing the various value -
definitions used for imports, J.E. Ely and N.M. Petruzelli add that the = -
c.i.f. valuation has the advantage that ad valorem duties are assessed
on the basis of a value more nearly comparable §° domestiec value than
an f,0.b, or foreign market type of valuation;3 o : . ‘

From the point of view of maximum international comparability
of trade statistics, Ely and Petruzelli put forward the case that ag L
f.o.b. value definition for both exports and imports would be best. 6 s
They say that universal f.o.b., value for imports and exports result im
trading partners measuring the value of the transaction at the same R
point, thereby leading to greater comparability. No doubt this may be =
80, but a more useful concept (vis-a-vis the domestic economy) like the '

H

31 &LBZStatistiéa Depaitment, op. ait;,‘ﬂotea." , ‘ :
| P35.E. Ely & N.M. Petrugelli, "Valuation" in Allen and Ely;
op. cit., p. 86, R I T D T

34Ibid. ? Po 870 N

ly and;Petruzelli,aop. éit.,jp§ 87;i* |

i

Ibié§9 FP-yaé ana 885'"~1" nr'fx;Jx,,.u1;;¢»u -




c.i.f. valuation should not be lost sight off for the sake of 1nerea8eé jf ]f’f

international comparability, As they admitted, the use of trade
_statistics to measure the effect of trade on domestio industry,
agriculture and commerce is best served by the ¢.i.f. valuation.

Malaya as an exporter of raw materials faces the difficulty
that valuation may at times be incorrect in the case of consignment
dales which are not actually sold until reaching an overseas point of
consumption. No figures are available on what proportion consignment
sales form of total exports or imports, so it is difficult to make any
assessment of the magnitude of the problem. In the definition used,
"Goode on consignment are valued at the latest import of export value
of such goods depending on whether the goods are being imported or
exported on consignment®. ' .

Even in ceses where there may be no export duty and hence

little incentive to undervalue, the exporter camnot do any better than ,"1 T

make an intelligent guest on the actual amount he will receive on the
consignment. - The definition uses does not specify who does the

valuation. Presumably, the usual practice of accepting declaredrvaluea§ , °

with the usual check against the invoices, is followed., Valuing )
consignment goods at the latest value seems the best we can do in such -
a 8ituation. Considering the time gap for the bulkier commodities to
reach the overseas point of consumption, prices may change during the
time the exports are shipped. Malaya attempis to overcome this by
connecting the first-released valuation figures at a later date when

tie goois have besen sold. The inaccuracies as may be disclosed from
time to time are connected in the cumulative totals of subsequent
publications. This enables the statistics to have maximum accuracy
and uwsefulness but involves extra revisiom and compilation work.

"Unissued bank notes and co%gs are shown at their values as
goods, e.g. <¢.i.f. value on imports", These items are therefore (
treated on the face value and not their purchasing power. Imporis and
exports of items less than $100 are compiled by Sections and the value
is given, though not allocated to the various items. Since they form
a negligible proportion of the total, it is not worthwhile to do 80
otherwise. .

»

)  Country Classification :

In the compilation of foreign trade statistics, there are 3
basic methods of reporting country of origin and destination: '

a) The production-consumption method under which
importa are credited to the country of primary
origir and exporis are credited to the country of
ultimate consumption,

*Tstatistics Department, op. oit., Hotes.
38Ib1a, S _\; ‘
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b) The consignment method under which imports
are credited to the country from which the gooda
are last directly consigned and exports to the
country to which first directly consigned,

c) The purchase-sales method under which imports
and exports are credited to the country with which
the finanglal transaction of purchase and sale
occurred.’

Aas far as 1s possible, Malaya uses the production-consumption _
method., "Imports, wherever possible are compiled by country of origin, -~
which is defined as the country in which the goods were given the form
in which they are finally imported into Malaya. If information
regarding the country of origin of goods via Singapore is not available,
such imports are included under the figures of imports from Singaggre,
i.e. under the same category as goods manufactured in Singapore". :

"Exporis, wherever possible are compiled by country of
destination, which is taken a&s the country where it is intended that
the goods be consumed 80 far as this can be determined at the time of
export, If information regarding the country of destination of goods
via Singapore is not available, such exports are included under the
figures of exports to Singapore, i.e. under the same category of goods
consumed in Singapore”. '

In the case of imports, defining the country of origin as
that in which the goods were given the "form".id which they are "finally
imported", is not precise enough. Ko doubt differences of opinion nay
exist as to the extent to which an article must be processed in a
country in order to make it a product of that country. The Federation
of Malaya Customs Duties Collection Ordinance specifies that it is
enough to show the Compiroller - General, Royal Customs and Exercise,
that "they have been grown, produced or manufactured in and consigned
direct from a Commonwealth country ... and that 25 per cent of their
value in their finished state is the risult of material produced in or
labour performed in the Commonwealth".#2 The definition gives the
extent to which a product must be processed to quality for preferential o
rates. Other than this rough guide, which is not entirely applicable A
to determine the country of origin, no other is given to determine to
vhat extent an article must be processed to qualify as a "product" of
the country. | |

. 39E.D. Durand, "Country Classification" in Ely & Allen, op. oit,

p. 121. ; :

403tatistics Department, op. olt., Notes,
) , \

!

ibsa,
*2amrade Classification and Customs Tariff", op. oit., p. 4.
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inr the case of exports, the country of destination is the
one where it is "intended" that the goods be consumed. Why & more
definite term than "intended” jis not further explained nor the word
"gonsumed” further elaborated.! It is important to have precise
definitions if the trade statistics are to present a correct picture
of the flow of trade between Malaya and other countries. The Inter-
national Convention Relating to Economic Statistics gives the country
of consumption as that "... in whioh the goode will be put to the use
for which they were producsd, or in whioh they will undergo a process
of transformation, repair or supplementary treatment, it being under- e
stood that repacking, sorting andblénding do not oonatitute tranaformatian
or supplesentary treatment", :

_The latter definition is very precise about the term "cenanmed“ '
and it spells out what processes the goods have to undergo to be termed
as "consumed” and what proocesses do not entitle the goods to be termed S
as such,

The production-consumption method we follow is on its face
value the most logical. By knowing where our imports come from and
where our exports go to is a great help to the determination and
administration of commerciasl policy. More so, when Malaya, being a
Commonwealtb country, has to administer preferential rates of duty to
_ other members of the Commonwealth., In doing this it is obviously :
essential that Malaya should know what goods originate in the countries
entitled to 9uch preferreda ireatment. o

Malaya has nut yet come to the stage where we impose quanti-
tative restricticns on imports and allocate permissible totals among :
the sources of supply. So such a policy be necessary, then it is
esgential that trade statistics as to the imports from each supply
country be as accurate as possible.

Though the method ollowed now has its advantages, it also has
its disadvantages. The conception of country of origin or production
may usually be definite enough in the case of natural products, but
- may not often be 80 in the case of manufactured products.44 Even in
the case of natural products, the difficulties in ascertaining the true
country of origin are in certain cases serious. Imports, however
present less serious problems than exports. “Importers can usually,
though by no means always, ascertain fairly acocurately the true primary

origin of the goods thsy import, even if thgyhave passad through several
- countries en route".

In the case of Malaya,hfrade statistice of imports and exports
by countries classified by the production-consumpticn method is
distorted by the entrepot trade of Singapore, though the di&tortion

43Quatea in Durend, op. eit., o 2.

Mrga, - Vo -
S § ‘“"4‘.; . el T T

o ey, pers. |
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- more serious. According to the definition if information regarding the

T T SR R T

* for imports is not as great as that for exports. No estimates are

published of the irue country of origin of imports from Sirgapore, :
though one can theorstically, by a close examination of the import items,
determine what actually originate from Singapore. This analysis will
have to examine closely the products processed in Singapore and the
industries involved, which is beyond the scrope of this Graduation 5
Exercise, If information regarding the country of origin of goods via -
Singapore is not available, such imports are placed under the same o
category of goods manufagtured in Singapore, It is conceivable that ,vf//f/“~‘

~some entrepot items credited to Singapore do not originate from that

ocountry, though to what such items must be processed in order to make if
a product of Singapore will be difficult to determine, | -

For exports, the distortion of trade with Singspore ia far

destination of goods via Singapore is not available, such exports are

included under the same category of goods consumed in Singapore. For
the years, 1963-1965, exports to Singapore come to an average slightly
below $600 million, but it has been estimated an about $250 million
(average for 1963-1965), or 42% are actually consumed in Singapore.

Table 1,2 shows an estimate of the true countries of destination
of goods exported to Singapore. A detailed estimate is only available
in the case of rubber, coconut 0il, palm 0il and canned pineapple, which
do not require much further processing other than perhaps sorting and f
blending before re-export, The table shows that of the exports credited
to Singapore ($540.00 million, $568.6 million, and $650.0 million in
1963, 1964 and 1965 respectively), em& $202.1 million, $237.6 million,
and $307.3 million were goods actually consumed in Singapore for 1963,
1964 and 1965 respectively.

Commm,

Table 1.3 shows the average figures for the last three years.
Kone of the 4 main commodities analysed were estimated to be consumed in
Singapore. Of the total sxporis, only 42.5% of the value of goods were
actually consumed in that country. The magnitude of goods sent to other
countries via Singapore is probably greater if a further breakdown of the
export items were attempted. i

It follows from the discussion above that for the countries
involved, export figures from Malaya show less than they should, being
most serious for countries like the United Kingdom, the U.S.S.R. and the
United States. Though in tables of the balance of trade with certain
major countries the estimated figures from exports to Singapore are added
to the countries concerned, in the detailed published trade by countries,
the uncorrected figures are given. In the case of U.K. the error may
be a 10% undervalue; for the U.S. the figures are one-third undervalued.
This represents a serious problem and users of statistics of trade by
countries should beware of this, ‘

For minor items of exports like bunker fuel and stores supplied
to ships and airoraft for their own consumption, the country of registration
of the vessel is taken as the couniry of desiination. For second hand
goods whers the country of origin is not ascsrtainable, the country of

- 16 =
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 shipwent is recorded.*®

: : It has been mentioned that Malayan trade statistics has been
distorted by the entrepot trade of Singapore, If Malaya followed the
consignment method, the distortion would have been worse. The picture
¥ill not at all refiect the origin of imports and destination of exports,

The list of countries with which Malaya has trading relation- f 1L'

ships ¢an be found in any publication on external trade. The
corresponding code number is also given. The code numbers are .
changed rather frequently but if we trade the countries by name, there .
should be no difficulty, The definition of the countries sometimes
change, s.g. "Italy with Corcica" has been changed to "Italy with San
Maxino", but since trade with the smaller islands is neglible, compar—
abllity of the statistics is not hampered greatly. ~ ‘

8) Index Numbers on Trade

For compilation of import and export trade indices, the
Statistios Department uses Lasplyere's method with 1959 as the latest
base year. Price end value indices are compiled and the volume indices
are derived. X : : :

_ For imports a total of T4 items are selected, The sslected
items are apparently: -

1) Homogeneous in nature,. ‘
2) Having high import values.47
A mejor supplying country is chosen for every selected item. The import
value of a commodity group or groups according to the SITC is taken as a
‘block value for a selected commodity pertaining to that group. The

ratio of this block value attributed to a selected commodity to the
total value of the commodity section is taken as the weight.

The weighted price relatives of the selected commodities are
then obtained. Price relatives (weighted) = Py
- x W
‘ P
o

; where Pl = unit value of commodity in current year
P, = unit value of commodity in base year
¥ o= weight.f | '

The ieighted price relatives are then summed up to obitain the price inmdex
for the section. o

~ !463tatiaticsAbepartmanta OP. ?1t°’ Notes.,

4Tgtatistics Department, Unpublished Report.

1 *
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The ratio of the value of eaeh section to total imports is
taken a8 the weight for that section. The price index for the
section 18 again weighed by the section weight to obtain the price
index for total imports, Thus:

o Pl
7 ¥ x 100 =P, (price index for section),
°

PW_  x 100 = P (price index for total imports),
The value index is calculated thus:

P19 (total for current period divided by total for

V=
2 ?eqo base year).

The volume index is then derived thus:

%-a Q (volume index), where V = value index

P = price index.
The proceduresrfor the export indices are exactly thé same,

The Department only publishes the indices for rubber, tin and
tetal exporte; food and total imports and the terms of trads,

.9)

‘In such a long period of 19 years, it is inevitable that there
be changes in the definitions and concepis in the compilation of trade
statistics, There was a major change in this respect in 1953 when the
commedity classification was changed to the present are based orn the
SITC. 1In 1962, there were some changes in the classification of
commodity groups but since the change is not fundamental and the statistics
used in this Graduation Exercise do not go into such detailed classifi—
cation, we shall meinly consider the change in 1953,

The registration area and the period covered bﬁ the stétistiosr
in publications on the trade of the Federation of Malaya are the same. 48
So is the treatment of transit trade and the valuation of the commodities,

éi Merchandise excluded from the trade statistics before 1953
are: ?

é}' Personal luggagc, other than duitable goods.

b) Fresh {ish und shell fish arriving direct
from local fishing grounds. ;

48Federation of !alaya, Imports and Exports, 1952 (Johore
Bahru), Notes.
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¢) Mats, sacks, or cases used for packing.49 '

The average therefore differs materially from that of later years (see
"Coverage of Merchandise" in this chapter). 1Items that have been
excluded in later years were then included. Where these ilems are o
distinguishable, and materially affect the total value, e.g. g0ld and B
exposed cinematographic films (exposed) on rental, they have been o
excluded in the tables compiled for this Graduation Exercise. Where
the items later excluded are mixed up with other merchandise, it 1s
impossible to do anything about them or make any estimates of their
value. It should therefore be borne in mind that comparability of

valuea in the two periods (pre and post 1953) is affected to this
extent, , , , .

In the "Faderation of Malaya: Imports and Exports", trade = -
with Singapore is included. 1In these publications, with the exception . -
of rubber, exports from the Federation on a Through Bill gg Lading with -
transhipment at Singapore are treated as foreign exportis. Exports - -
of rubber for transhipmgﬁt at Singapore are recorded as Singapore trade, .
i.e. to Singapore only. As far as we are concerned, exports to. T
Singapore comes under "foreign trade".  Though before 1953, such exports
are not regarded as "foreign", as long as the trade is distinguishable, -
there no difficulties encountered. o -

It is the change in commodity classification that has presented
difficulties in any compilation of tables on trade statistics for the
whole period. As mentioned before, commodity classification before 1953
wes based on the Brussels Convention (1913) Classification. One can,
by a thorough examination of sach of the items reclassify and retabulate
the data according to the later classification., 4n attempt to do this
is in Chapter II of this Graduation Exercise where imports had been
reclassified according to the SITC sections and divisiona. In any such
attempt, the result must not be taken to imply a great degree of accuracye
The figures must be taken as indication of treads only because no matter
how much care is taken, it is impossible, on the information published,
to have a very accurate effort, Certain items, which in later yoars ; ,
had grown more important and hence shown separately, were in earlier years,
~ grouped together with others. It is therefore impossible, without

further details, to such items to their respective divisions end sections.

. In the case of exports, this is not so serious, the analysis,
being almost solely by commodities which can be easily traced. But
the tables on imports in Chapter II must be taken with all the qualifi-
cations mentioned above. - : : o

Yreia, o S
soFedération‘of Hélaya; Impaéﬁa and Exports; " OPs Sita |

5ltpia,
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relate the trade sector to the domestic economy and the implications .
“this relationship will have on future development. - S

- 1) Total Gross Eng;t and Total Gross Import Trendsr

CHAPTER 1II -
IMPORT AND EXPORT TRENDS, 1947~1965

It is widely recognised that the Malayan economy, through
fluctuations in its export earnings, is one of the most open in the ,
world. The average Gross Export Proceeds/Gross Domestjc Product ratio
baving been estimated at 477% for the period 1947-1960," it is obvious
export proceeds play a major role in the developmeni of the Malayan ~
economy, This Chapter will discuss the export and import trends for .
the period, giving emphasis to the fluctusting nature of exports and -
imports, A brief discussion on trends will be followed by a more Sl
detniled analysis of the import and export sectors. Finally, we shall -

The fluctuating nature of the value of exports and imports is
evident from the figures c¢n Malayan trade in Table 2.1. The export
and import values for the United States and the United Kingdom have
been included for comparison. , S

The highest percentage increase for Malayan exports’ is +121.2% .
in 1950 and the highest rate of decline is -36.8% in 1952. The highest
percentage increase for importa* is +42,5% in 1951 and the highest
percentage decrease is ~12.5% in 1953. This oclearly illustrates the
fluctuating nature of the trade sector. ,

In comparison, the highest percentage increase in United
States and United Kingdom export proceeds is +46.7% (1951) and +36.5%
(1948) respectively. On the other hand, the highest percentage declinme
for these countries is ~17.6% (U.S.: 1948) and -10.%% (U.K.: 1952). :
Similarly, it can be seen that their imports do not fluctuate to as
great an extent as Malayan imports. :

It is interesting to note that the pattern of increases and
decreases for Malayan imports follow a similar for Malayan exports
though this reletionship is not strictly followed for all the years.

1Lim Chong Yah, "Post-War Economic Developmeni of Malaya =
A Prelimary Study" in Ekonomi, Volume IV, No. 1, p. 20, o

~ "Exports” and "imports" in this seotion should be taken %o
mean export value and import velaeei,\  B IR D S '

ﬂf“ 22 f’? ; ,
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| TABLS

EXPORT <ND IMPORT TRENDS FOR MALA}

B o o e o o e e e e e S i Y o o St T e 7 e T i RS S A P S M S S SO v et S S T T e S e et T T ST AR M I I AR AM IR M IR S e SR ITRS DI I
O T e e e it p-4—2— 33

" MALAYA BRI CLUNI
| (1) (2)y « - (31
. Y E AR °..Exports (f.o.b.) Inports (cei.fs)  Exports (f.o.l
| ¥ziue Annual Value Annual Value R
¥ § nmil. Percentage M § mil, Percentage US § mil.
: Charges ' : Charges PR
B 1047 834.8 | 61042 15,368
1943 1,164 +33.7 84646 +38.7 12,665 . _ =
B 19k 1,779.2 + 5.6 926.5 + 9e5 12,07% - |
B 1950 2,607.9 +121.2 1,310.8  +41.5 - 10,282 -1
1951 3,379.0 429.6 1,868.5  +b2.5 15,041 4k
1952 2,13k -36.8 1,659.6  =11.2 . 15,206 + -
B 1953 1,598.2 -25.2 1,451 =12.5 154782 +
B 1954 1,625.4 + 1.7 C1,319.1 = 9.1 15,11% =
1955 2,370.2 +45;87 1,542,9  +17.0C 15,556 o+
1956 2,262.0 - b6 1,751.0  +13.5 19,102 +2
SR 1957 1 2,179.5 = = 3.6 1,81k s 346 20,873 .
B 1958 1,882.3  =13.6 1,657.5 = 8.6 17,902 -1
B 1959  2,473.b +31.4 1,73943 » b9 17,642 -
B 1960  2,923.9 +18.2 2415046 +23.6 20,584 - +1
1961 2,622.4 -10.3 2,230.5 + 3.7 21,000
B 1962 = 2,620.6 - 0.1 2, b7 + 947 21,643
| 1963 2,698.9 + 3.0 2,516.9 4 2.8 f )
| f;;,1964A 2,77k + 2.8 2,521k + 0.2
R 1955 3,095.8  +11.6 2,608.3 + 3ab

Sources : Malayan data = Monthly Statistical Bulletin, States of

~ Otherkdata - United National Yearbook of International
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TABLE 2.1

MPORT TRENDS FOR MALAYA, UNITED STATES D
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TABLE 2.1

TRENDS FOR MALAYA, UNITED STATZS .

"UNITED STATES |
«3) e W — L
} ~ Exports (f;o.h.)w Inporis ( Exports (f.o.h.) | Imports
al Value - Value Value S Value
ntage US § mil. US § mil. UsS § mil. US § mi
res o
115,368 5,838 15,368 o 5,838
12,665  =17.. 7,215 12,665 = =17, 75215
12,074 = 4,7 6,712 12,074 - k7 6,712
10,282 -15.1 - 8,984 10,282 =15.1 18,984
15,0&1— +46.7 11,102 15;04ﬂ; +h6.7 115102
15,206+ 1.1 10,820 15,206  + 141 10,820
15,782 + 3.8 11,010 154782 + 3.8 11,010
15,114 - k2 10,372 15,114 - k2 10,372
- 15,556 + 2.9 11,564 15,556 + 2.9 11,564
19,102 +22.8 12,903 19,102 +22.8 12,903
20,873 + 9.3 13,413 @ 20,873 + 93 N 13,413
17,902 —h,2 13,388 B 17,902 =1h.2 13,388
17,642 - 1.5 15,696 17,642 - 1.5 15,696
20,584 +16." 15,075 20,584 +16." 15,075
21,000 + 2.0 144758 21,000 +2.0 14,758
21,643 + 3.1 16,471 21,643 + 3.1 16 4471

a2l Bulletin, States of Malaya, various iss{s

rbook of International Trade Statistics, v,xf

fletin, States of Malaya, various is:

of International Trade Statistics, +




TABLE 2.1
TRENDS FOR MiLAYi, UNITZD STATIS ND UNITED KINGDGH

; e e P —— :
SRR ERESEsTTE=ssx ———— ——— = i e e ot o o - -
- = —_———== === . T T I D I o T I o e o e o e e v ot 25 0 0 D D AT 008 T e e e e

Exports (f.o.h.) Inports (ceiefs) Exports (f.o'.b.,)i Imp
Value - Value : Value - 1nim ;p?al
US § mil. - US § mil. | £ nil. o &m

15,368 5,838 om0 18
12,665 =171 7,215 +23.6 1,639 4365 - 2,07

12,074 - b7 6,212 - = 7.0 1,847 12,7 2,27
10,282 -15.1 8,98%  +33.8 2,259 22,5 2,60
15,041 +h6.7 : 114102 +23.6 12,709 ' +19.9:?]' 3,90
15,206 +1a1 10,820 - 2.5 2,729 0.7 3,47

15,782 + 3.8 11,010+ 1.8 2,658 -2.6 3,32
15,114 - b2 T 10,372 - 5.8 2,748 é+'3.4*f“_i{ 3,35
15,556 + 2.9 11,564 +11.5 2,993 +8.9 3,8

19,102 +22,8 12,903 #1156 3,286 +9.8 3,86
20,873 + 9.3 N 13,413 + 4,0 3,425 P b2 o

17,902 —14,2 13,388 = - 0.2 3,318 -3 73,7
17,642 - 1.5 15,696 +17.2 3,461 443 73,98
20,584 +16.5 45,075 = 3.9 3,696  +6.8 b5k
21,000  +2.0 14,758 = 2.1 3,840 +3.9 . b,39
21,643 + 3.1 16,471 116 3,949 4+ 2.8 bk,

P ic=tin, States of Malaya, various issuese. ' & R T

B of International Trade Statistics, various issuese
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PZD STATES /11D UNITED KINGDON

T S T . S it S s il s ey a— s et it T U U com e o oy R S Y e AW e YR o e S S Tty YR . S i S o o e Sors
e e - o T e e e e i ey ey o i s o i : - oo e
e Tt . . s S e A P i . . T, T T T v e o T e e e R e o o o v . i e s <o S o W s s S s s s s, s i v

STATES ; UNITED KINGDOMN dESS
(%) | (5) e 0 .
Imports (cei.fe) Exports (feo.bs) - Iﬁp¢?¢éf(§gigfn}if1

gs 3 mil, £ nrnile. , ‘ . - 5{ fﬂi}.. ©

5,838 13201 S o 13802
7,215 +23.6 1,639 +36.5 2,077 +15.3 |
6,712 = 7.0 1,847  #12.7 2,279+ 9.7 |
8,984 f+33.8 2,259 +22.3 733;609 ) 1%?§1h;5]f: .
11,102 423.6 2,709 +19.9 3,905 +ko,7
10,820 - 2.5 2,729 +0.7 3,478 .09
11,010 + 1.8 2,658 -2.6 3,327 -3 |

10,372 - 5.8 2,748 #3407 3,359 w10 |
11,564 +11.5 2,995  +89 . 3,861 +1k9 |
12,903 +1146 - 3,286 o+ 9.8 f;““fz;ssa 4 00

t13,413 + 4.0 3,425 + b2 bk BN
13,388 . = 0.2 3,318 -3 T3R8 -3
15,696 +1742 3,461 + b3 13,983 f;: Ya i
15,075 - 3.9 3,696  +6.8  hs5k1 -
14,758 - 2.1 3,840 + 349 'iijiﬁyags S
16,471 11,6 3,949 +2.8 kg2

, various issues.

>tatistics, various issuese
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This is because it takes time for the impact of earnings in exports to
make itself felt in the demand for imports and imports is not striotly
a function of exports earnings but rather an expression of fairly
constant needs, especially so in essential items like food. If
imports do rise as a result of increase in export earnings, we can
expect the rise to come about in income-elastic goods. This relation-
- ship will be examined further in this Chapter.

From 1947 to 1953, increases and decreases in imports follow
the pattern of exports. The increase in imports in 1950, however,
shows a rise of only 41.5% in comparison with the 121.2% increase in
exports. Similarly, percentage increases in imports is less than that
for exports in 1955 and 1958. From 1960 onwards, imports have been
increasing irrespective of fluctuations in export earnings. As the
development plans of the country go into full swing,, we can expect
- this pattern of increase to be followed in later years.

The huge jumps in export earnings occurred during the years

1950, 1955, 1959 and 1965. The first three periods referred to were
boom years for the Malaysn economy when prices of rubber and tin, which

contribute 80% of the export earnings, shot up because of international
crises or incresses in the rate of economic activity in the Developed J/////x

na .

Areas of the world. It is still too early to know the full implicatie
of 11.6% increase in 1965.

The growth rates per annum for exports and imports are shown
in Tsbles 2.2 and 2.3 respectively. The growth trends with 1948 as
the base year have been computed for Malayan exports and imports with
the compound interest formula. 1948 as the base year is a more * |
appropriate basis for comparison with other countries especially those
jnvolved in World War II, for in 1947 most countries had not recovered
yet. It should be clear that due to the great fluctuations in the
trade sector, a straightforward comparison between two periode which
are wide apart may be misleading but it does not mean that such
comparisons are totally useless if the computed rates are taken as rough
indications of growth. ;

. Table 2.2 shows that the growth rate of Malayan exportsffor
the period 1948-1963 is lower than that for the world as a whole and
the Developed Area but higher than the rate for the Underdeveloped Area
(refer footnote to Table 2.2). The Malayan growth rate is lower than
that for most Western European countries, but in comparison with the
countries in Asia (except Japan) we are better off.

This has serious implications. Malayan exporis are not
growing as fast as that of world exports and exports of the Developed .
Area. Though, compared to most couniries in Asia, we have no causs
for complaint, it draws attention to the constantly emphasized fact ;///#
that the underdeveloped countries are not growing as fast as the

developed ones, '

Ia imports (Table 2.3), the Malsyan growth rate is faster than
the rates for the world as a whole and the Developed Area. Malaya, as -

-2 -



TABLE 2.2

MATAYA - EXPORTS GROWTH RATE PER ANNUM IN
COMPARISON WITH OTHER COUNTRIES

e e T E——
Year anﬁx‘;;ﬂ%%gfloo) Other Countries (1548 - 1963)
1948 - . - -
- 1949 | 5.6% . World 2 6.8%
1950 52,9  Developed Area’t 1 7.2
1951 44 .6 | Uni;:;ggxeloped s 4.2
1952  17.6  U.S.A. : 4.1
1953 T4 Canada 1 5.0
1954 6.4 West Germany :11.9 (1953=100)
1955  1l.4 United Kingdom 5 4.0
1956 | 9.2 Italy 210,9
1957 TeT Netherlands 211l.1
1958 54 - France 2 943
1959 7.5 Sweden 2 7o |
1960 8e¢3 Belgium & Imxem- 2 7,3
: bourge
1961 6.8 India “ : 1.1
1962 . . 6.3 Indonesia | 2 3.9 |
1963 6.0 Burma 1 0,7
1964 " 5.9 " Philippines - 1 5,9
1965 6 o2 Japan :15,6 (1953=100)

*onited S tes, C nada, Western Europe, Japan,
Aug-tralia, New Zealand, Snuth Africa.

++3um of areas other thamb Developed Area, Eastern .
Burope, China (Mainland), Mongolia, North Korea, and North Vietnam.

" Sources: computed from sources as in Table 2,1

, =A%



| TABLE 2.3 .

MAYA ﬁ-I}IPOR’lB GROWTH RATE PER ANNUM IN COMARISOH
'~ WITH OTHER COUNTRIES

..zmm-" mmmwmmmagmz*m ST IR IR IR TR M TR T gmmzﬁ::*z ]

:  Malaya :
-Year  Growth per - Oﬁmr Gountries (1948-1963)
" ennum (19483100) s
}”’1948:—,; S e B0 T el
1949 . 9.433 . ﬁorld 2 6.4
1950 245 'Bgvelomé Area+ 2 6.8
1951 30.2 Underégvelopeﬂ ,
1952 18,3 g;gfiﬁ o §:§ |
1953 114  Canada : 5.8 =
1954 7.6 West Germany : 12,2 (1953-100) -
1955 ' 89 | United Kingdom 2 3.3 | -
1956 9.5 Italy 12
1957 o 8.8 - = Netherlands 2 8,0
1958 6.9 | Belgium - Luxembourget .3 J
1959 6.8 Prance | : 6.3
1960 8.1 Sweden 3 6.2
1961 7.7 India 13
1962 7.8 Indonesia 0,7
B ‘}963 Te5 . Thailand t 9.9
1964 i Burma R
1965 6.9 Philippines : 0,3
~Japan 1 10,8 (1553-100)

+Definitions as in Table 2.2

Sources: as in Tabl& 2ola
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in external demand due to increased investment in the developed
~ Bxports jumped from $1,179.2 million to $2,607.9 million in 1950 and
pepefitted from the war-fear induced boom but those countries producing

~exports in 1950 rose 121% over that of 1949.-

rwhen exports jumped from $1,625.4 million in 1954 %o $2,370.2 million

'a developing country, has to import capitai-squipment. As public and
private investment is increasing this is not surprising as the import

content of investment is higher than that of consumpiion.

The causes for the fluctuations in exports are to be found

countries or international crises. An analysis of the Malayan ecgnemy
has divided the post war period from 1947-1960 into 3 'vig pushes" ., LR
The first big push started in mid-1950 with the outbreak of hostilities®
vwhen there was a sudden increase in stockpile demand for strategic gaw R
materials such as rubber and tin, the prices of which skyrocketted. e

$3,379.0 million in 1951, Other raw material producing countries also

rubber, tin and wool benefitted most as the prices of these commodities o
rose wore than those of other raw materials or foodstuffs.* Of the 3
commodities, rubber—and tin were the principle exports of Malaya, 80

e

The second big push Tor Malayan exports occurred in 1955:h :

in 1955, 1955 was a properous year in the Developed countries and ,
the impact of this was nteep increases in the prices of rubber, petroleum
and metals. The couniry again benefitted from the boom, '

The third push came in 1959 and 1960 when éxports increased
due agair ° ‘eases in the prices of rubber and tin.

There is a relationship between fluctuations in Malayan trade
and conditions abroad. R. Nurkse says that the "export multiplier
mechanism" accounts for the transmission of income and employment
fluctuations from one country to another.5 "jpny expansion or contraction
originating in the domestic economystanda to spread abroad through its
effects on the demand for imports". No doubt, fluctuations in Malayan
exports are due to expansion or contraction originating in other countries.
A increased demand for imports means increased exports for others. A
domestic investment boom will spill over to other countries since /part
of the additional income is spent on imporis. ' ‘

zLim Chong Yah’ OP. citoy PP l5“"16.

J1vid., p. 21.

4Liﬂ Chong Yah, OPD. Qito, P 22.

5 & 6; purkee, "Domestic and Interpational Equilibriu" inm
"Equilibrium end Growth in the World Economy" (Harvard University Press,

1961), po 4T,

!
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 exports may be seen in Tables 2.4 and 2.5, The post-war period has
been split up into "boom" and "depression" periods and the tables

Before the development plans, i.e. before any concerted
attempts to induce investment, we are certain a large proportion of
the additional imports were consumption goods, Changes in domestic
income induced by increased exports entail changes in the same
direction for imports. That is why import fluctuations follow a
similar pattern as that for exports. V -

The results of such periods of expansion in imports and

analysis impurts and exports according to such perieda.*

In Table 2.4, with the period 1947-1949 as base, the results
of the periods of rapid expansion are essily seen (column 3). Bxports
for the years 1950-1951, 1955-1956, 1959-1960 and 1963-1965, wsre o
286.9%, 222.0%, 258.6% and 28l.3% respectively of exports for the
period 1947-1949. The fluctuations from period to period may be
observed in column 2, ' ‘ ' :

It would be interesting to see whether the peak and trough of
each cycle is higher or lower than its predecessors. In columns 4 and ,
5, the exports-for.1955-1956 are actuaily lower than that for the period
1950-1951. The exports for 1959~1960 are higher than that for 1955- |
1956 but still lower than that for the first peak period 1950-1951.
The same goes for the period 1963-1965. It shows that even during the o
boom periods, export earnings fluctuatse. ~ During the boom period 1950~ ~‘f
1951 export earnings are higher than that of any subsequent boom perieds. “,//(f
Even at present, export earnings have not been able to match that of
1950-1951.

Comparing the average export proceeds of the first trough
period with that of the second trough period, the latter shows an
increase of T1.2% over the former, reflecting the result of the first
big push in export earnings during the period 1950-1951. The third
trough period is 13.7% more than that of the second but 94 ,6% more than
that of the first and so on. It seems as though the first trough 'is
moved to a higher one which is later moved further to a still higher
one. - .

: Even though Malayan exporis are fluctuating‘violently, it can
be seen that we are moving to a higher and higher level ¢f exports.

In Table 2.5, the same tabulation has been done for imports.
Though it is interesting to see how imports fluctuate as exports
fluctuation, ,such analysis on the same lines as exports is not as
useful. AB mentioned before, imports increases or decreases from year
to year do not follow exports very closely because it takes time for
increased income from exports to make itself felt through increased

*Sec, Lim Chong Ysh, 0p. Oit., pp. 13-17 for this method of -
analysis. Though his analysis covers the real Gross Domestic Product,
the methodology is applied here tO‘?xports and imports. ,

1
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imports. However, the effects of the periods of expansion of exports
—are clear enough. , , SRR o
Average imports fluctuste from period to period (column 2). R
However, with 1947-1949 as base, average ‘imporis have been increasing i
during each period irrespective of upswings or downswings in the ecyc s
(column 3). , N

, Comparing the c¢hanges during the boom periods, imports for
the period 1955-1956 are 103.€% of imports for the period 1950-1951, s
while imports for 1959-1960 are 118.1% of that for 1955-1956 and 122.4% B
‘of that for 1950-1951. From each boom period to the other, we are R
importing more and more, : :

Similarly, from each depression period to the other (columns

6 and 7), we are &lso importing more., The second trough (or depression) },; g

period, 1952-1954, shows an incresse in imports of 85.9% over that of
the first trough, 1947-1949., The third trough (1957-1958) shows and
increase of 17.6% over that of the second trough and 118.5% over that
of the first trough and so on. o ' S

2) Exports
a) Price and Volume Changes

It has been mentioned that total exports increased itremendously
during the boom periods 1950-1951, 1955-1956, 1959-1960 and 1964~1965.,
It is relevant to see whether such increases are due to price or volume
changes. . In the short-term period, the supply of rubber and tin, the
2 main export commodities of Malaya, is inelastic, It takes 7 years
for a rubber tree to be mature enough to be tapped. It is therefore
impossible to increase volume substantially though an increase can be
affected through more intensive tapping. Similarly for tin, especially
in mines using more capital intensive techniques, it takes time for the
machinery to get into operation. .

"Fluctuations in the value of world trade in primary products,
and therefore the export proceeds of the non-indusirial countries, ... ,
mainly reflect changes in prices rather than changes in volume".! This .~
conclusion by a panel of exports from G.A.T.T. is generally applicable‘//f
to some commodities in Malaya. :

‘ The analysis in this section is on price and volume changes
during the boom periods for Malayan exports. To explain this, data for
value, price and volume for the boom years is compared with that for the
years preceding the boom.

In Table 2.6, the reasons for the increases in export proceeds

for the years 1950/1951 and 1955/1956 are traced to the increases for
rubber and tin. This is hardly surprising for in these years the 2

- - '3
7G.A.T.T., ¥Trends in Intqrnational Trade" (Geneva, 1958), p.3.
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- PRICE AND VOLUEE"CHggﬁEs, R

. PABLE

o e o e e e s e o e e ot e e e ; ! -

e o i o o T ek o e W i o ware. T I 00 Ch W A WA WD ke M S :

TOTAL EXPORTS

Year  Increase

4 S‘m;;br

4bsolute Percentage

Increase

" Yalue

fncrease

( § mild

Eercentagér

Increase

Increase

Volume

(*000 tons)

Percentage "

Increase'

B (1959=100)
1950
1951
'jj(195&=100),‘
1955
1956

44,8

' (1958=100)
| 1959
1960
 ii(1963=1o0) 9 1:_
1964

1965 | R pra | o TIG

1,428.7
2,199.8
63647

59141
1,081.6

75

121.2
186.6

4508

) 3992"7 ‘

131;k’J
5.3

2.8 B
14.?

1,220k

1,855.0

0.8

b7k 7'

524.6
63149

=705

, ; oy

0.4

J47.4,“
37.b

92,6
766

 ,6;3

s

. 7.7 .
6.1

3.4

11 .1’"&‘1,

0.7
5.4

Source

s‘° Data before 1959 computed frcm “Federatlcn of Halaya ]

Hanthly stﬂtlstlcal Bulletlna

Publicatxons on Ezternal Trade.
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. TABLE: 2.6
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CHANGES, RUBBER 4ND TIN, 1949 - 1965

T

,_____‘__'__'_._.",," ot 3t

olume
crease
000 tons)

Percentage Price Percentage

Increas Tncrezse
crease (¢ L.r ton) rease

d-centage Price Percentage ~ Value
e

Increase i
(EEgincrease (§ per ton)

-

7061

18.3

7 b
37,4

92.6
76 .6

643
ks b

Increase  pronenge SROFES

o 5.0 591

-2e5 7 2’705

4,9 - 1,491 179,56
-2.5 12,705  325.9

7.7 - 926 6247

| 70 926 627 2k
6.1 ° 646 43,8 | P

6.1 N 646 f§5i mf‘5755

8

(& ¢

Bk s . sk W65 268 2k

1.1 651 375 . 651 f37}5?»?”’52324

0.7 . =96 3 07 . %6 59 B
- 590' ‘ ;;5;5f;fifigg9b

—

5.4 -30 ~5e5

"Federation of Malaya Imports’and Expor
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£
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($ per ton)

Increzse

Percentzge

Increase

796 Aso.k

25.9 2723

52;7 "L’ 24,8

45,8 678

6.8 2,k

370’5 ' , 232‘8,

e B9
255 - 229,k

§d,6'
93k

7.6
16.8

%

89

84,0

,53.4,
3547

17.3
6.9

,‘3.1
4,2

31.8

;ij.@

~11~2
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j;i;& 161
& 591

“13.2 b,2h9
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495-
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2.7
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‘f , export proceeds of $1,428.7 million in 1950 and $2,199.8 million in

‘commoditiss contribute 80% of the export proceeds. The increases in

1951 are the result of increases of $1,220.4 million for rubber and
3150.5 million for tin in 1950, and increases of $1,855.,0 million and
$272.3 million for rubber and tin respectively in 1951. Though some
of the other export commodities show large percentage increases inm

exgoii proceeds, they were then too insignificant compared to rubber
ani n,

o In latter years, however, increases in export proceeds are
not totally accounted for by rubber and tin, In 1960 for instance,
increases of both rubber and tin export proceeds come to $846.7 million,
leaving a gap of $194.9 million which is covered by other commodities.
In 1965, rubber export proceeds even shows a decline. Increasses in
tinrexpertzstill leaves a gap of $173.1 million which must be explained
by increases in other commodities. This pattern is significant. R
Whereas in previous years, export booms are induced by rubber and tin, e
it shows we are now depending less on these 2 commodities for increase:,//’/f;
in export earnings.

In 1950, the 20T7% increase in rubber export proceeds is
explained by a 179.6% increase in price and only a 9.9% increass in
volume.  In 1951, export volume even shows a fall of 2.5% but this is
pore than overweighed by the 325.9% increase in price. Similarly for
‘other years, increases in price are more than increases in export.
volume., In 1964 and 1965, decreases in value are due to decreases in
price. ‘ : '

In the case of tin, volume changes are also effecting changes
in value. In 1950 for instance, the volume percentage increase is more
than the price percentage increass. So are volume percentage increases
in 1955 and 1960, In 1964 and 1965, while export volumes are declining,
export values are increasing because of the tremendous increases in
prices. i

The other export commodities (Tables 2.7 to 2.13 are also
tabulated according to the boom periods so that the causes of the jumps
in total export proceeds can be traced to the specific commodities.
In cases like Irona\Ore (Table 2.7), Timber (Table 2.8), canned pine-
apples (Table 2,10)‘and copra (Table 2.13) the generalisation that changes
in export proceeds reflect changes in prices more than volume breaks
down for volume changes in these commodities are more important than
changes in prices, . Increases in export volumes of these commodities
have been tremendous and in some instances (Timber in 1959 - Table 2.8),
increases in volume have more than compensated a decrease in price.

Due to .the increasing export volumes of these other commodities,
export : proceeds in 1965 have been able to increase 14,7% ovér that of
1963 despite a decrease in export proceeds from rubber, the traditional
resson for increases in Malayan exports. Together with increases in tin
export proceeds, timber, palm 0il and canned pineapple have been able to
compensate for the decrease in rubbar\export proceeds.,

- o } ,
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)  Export Trends - Main Commodities

Export volume depends mainly on production but it also
depends to a certain extent on imports. Many of the export I
commodities of Malaya are produced for foreign markets, little being
consumed at home. Yet, we import substantial amounts of such
commodities. These are part of the entrepot trade of the country.
Commodities like rubber and tin for instance are import for re-export
~after grading or processing, f : L ~ : R

: The export volume of rubber seems to depend on production ;
mainly and, to a lesser extent, on imports (Table 2.14). Fluctuations '
~in exports of rubber depend on fluctuations in production., There
seems to be no relatiomship with price. Rubber supply is, of course,
inelastic in the short run, though increased output can be obtained by .~ -
more intensive tapping. , L o i S

, Export value fluctuates more than export volume because of
fluctustions in price. It has been pointed out in previous section
how these variables chaige during the boom years. o S

: From 1950, production, and therefore export volume, has been

declining 1953, after which for a few years there is some fluctuations
in both., After 1959, production has been constantly on the increase
and during the past 3 or 4 years annual production increases of 30,000-
40,000 tons have been achieved. The fall in production from 1950-1953
is mainly due to the aging of rubbers in many estates. It was around

this time alsc that replanting schemes were first initiated. Therefore,
the proportion of immature trees was inoreasing. The increased output
in recent years is due to the tremendous efforts at replanting.

Inspite of increased competition from synthetic, the govern-
ment policy has been to encourage development in this sector while at
the same time diversifying the economy. It is recognised that much
as we may dislike to depend on one commedity, it is the principle source
of foreign exchange. The result, as indicated in the last 2 or 3
years will be to have more and more rubber on the world market and the
increased export volume will hardly compensate for the decrease in

price.

~ Tin is the only commodity in Malaye governed by an international
commodity stabilisation scheme. The first post-war International Tin
Agreement was signed in 1953 and renewed from time to time, One of
the main features of the Agreement is the system of export quotas which
operates restrictively once the buffer stock fails to keep the price
sbove the Agreement floor. Export quotas were imposed at the end of
1957 and it was not until the last quarter of 1960 that all restrictions
wore lifted. Export trends, therefore, depends to a large extent on
the quotas imposed, Production end export volume had been rising
steadily since 1947 until it took a sharp fall in 1958.  Since 1960
production had been rising again. o : R -
; - , o . ;
- ; , B | , .
 Imports of tin ores is aﬁiimportant variable in export volume,

o r;‘-  : ‘ i
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. TABLE 2;1k'f‘

" \RUBBER EXPORT TREND

T gggggzgggzg"”#”:==-;-i=‘=====::azn,sssce===t=z=z=azs=au=—z==nat-.:auuumzsﬂ?" ’; :
Year i roduction — Isports Gross Exports ' Value ’
8T (1000 tons)  ('000 toms)  ('000 tome) 1§ mil

Cagk7  6bs.2 bhus 1.6 ) 5868
1948 697.0 ks 73,9 . 680.0
194 6703 322 moo  589.6

1950 6926 8.6 7800 ) 18100

1951 603.6 . 99.4 691.6  2,h4h.6
2 1952 582.8 ,fr,,* 28.3 - 608.8 i C1,287.1

. 1953  s572.8 . 230 596.2 896,00
i 1954 882.1 371 6121 . 903.2
1955  637.1 333 659.5  1,584.0
1956 . 62u4.2 * | 43,7 6#9.# o 1,3772“9 .
1957  635.9 39,9 655.1 1,304
1958  660.9 56.1 690.2 o 1,197.2
1959 695.5~”y' 530k o 782.,8 1,721.8
1960  706.0 907 766.8 1,729.1
1961 " 73k.6 6k 790.6  1,4k2.4
1962 749.k | 67.3 | 791.0} 5 1,367.6
'1965 ‘ g 786.7 - 53.2 841.5 0 1,373.9
a9k 824.1 - bo.6 T 847.8 '1,30u.u

1965 859.2 ok 886.9  1,368.3

4
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and export volume must also take into asccount import volume. - In 1961;f
imporis of tin came to one third of the total volume, Export trends
+do not follow production trends very closely (Table 2.15), and export'
~ volume has fluctuated more than productiono

Price fluctuationa are evened out by the operation of the

buffer stock. The Agreement has shifted fluctuations from price to L
‘quantity. RN

Iron ore exports has been incressing very rapidly since
1948, However, in 1964 there was a decline indicating that the
period of rapid production expansion has come to an end with the L
exhaustion of the present reserves (Table 2,16). Little of the irom
ore pro&uceé is consumed in Malaya. Therefore, production is the
sole variable of export volume other than demand., From the table it
can be seen that export volume has followed production very closely.
The tremendous increase in volume has in many instances more than out-
weighted decreases in price with the net result export proceeds have
been increaaing fairly conatantly.

Sawn Timber production (Table 2.17) has been increasing very
rapidly also. But except during the last 3 or 4 years, export volume
has not been increasing at the same rate., Consumption of this export
product is very high in Malaya., Therefore export volume is a function
of both production and home consumption. With the construction
irdustry expanding rapidly, consumption has also been increasing with
the result that less and less is available for export. However,
production in the last few years has ouipaced consumption.

i
+

Export proceeds from this commodity fluctuate between 1950
and 1954 but have been increasing since then except for the years
1960"1962 L]

Export of coconut 0il does not show any consistent trend. i
Increasing to 81,000 tons in 1956, export volume has since then been in consumﬁ'
on the decline. Production also fluctuates and coupled with fluctuations/ ion
resnlts in unstable export volume (Table 2.18).

The question of coconut 0il production and export must be
considered with that of copra (Table 2.19). From 1954 to 1958 Malaya
" has been a net importer of copra. For these years, production and ,
export of coconut 0il has been increasing. Estate production of copra
for these years has been decreasing. Therefore, in order to have its
supply of copra for milling, imports have to be increased. Total
production of copra in Malaya is unknown because of the difficulty of
collecting data from the smallholders. Therefore it is difficult to .
make an appraisal of the situation with production from the estates

only,

Pslm oil and palm kernels coming from the same industiry, they
~ will be considered together. Whereas the production and export for palm
" has been incressing from 1953 (Table 2.20), the export volume of palm
kernels (Tahle 2.21) has been fluatuating. This perhaps reflects the
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TABLE 2,15

TIN EXPORT TREND'
} #

- z-*s:czc::a*-n—g:a:ezz-zszgzszzsssﬁg—Bzzs*z:::zaza:z:szssgzvazzs-—zzzzﬂ SRR

Productien Imports Gross Exporte = Value

!gar ( tons ) (tons) v ( toms ) $ mil ff«?s

947 27,026 - : - L e -
1948 WW,B15 3,003 bkako7 o 2207

A% sh910 600 58,066 291,5
195 s57,5% 9,800 75,34 . ka.g
1951 57,167 7,606 | »su,955"‘ . 563.8 ‘J; .
C19%2 6,838 s,;m7 k169 510.8 S
1953 s6,25k 6,00 . 62,213 . 382.8

. *51955 - 60,689 . 7,996'» 68,818 e 403.9 ;“
é% fi1955 ‘, | 61,295 = 10,810 ‘. o 71,8724-  17,.fW'935,7 f ;}:’w
féﬁ 195 - 62,295 10,924 72,996 R
T1957 59,298 13,853 69,772 . h39.
'Ei958 o 38,458 7,912 C bh 843 274.5 -
1959 37,525ﬂ/ S 8,702 bh 847 '~298.9’*

1960 . 51,979 21,092 76,606 5073

1961 56,028 16,623 7h615 553
1962 58,603 25,280 81,896 620.3 .
(1963 . 59,947 . 20,171 85,102 642,4 -

1965 63,570 7,867 73,889 871.8

*A11 data here refers to tin metal (Primary and tin-in-
¢concentrates, the metal value of which has been estimated at 75.684
of tin-in-concentrates. In 1956-581 75, 2%, 1n 1955: 75,3% and prior .

todgsst 7. D B
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&ch QRE EXPORT - TREND

fAELE 2.16

~{'000 tems)

§

Export

(r000 tens)

==“=#===t=a—gzg:=~z=z-ezznasz-azsqc~s~:=a=zs==s :

Production

Value
$ mil

Codgkr
o
| }419&9_;;"
S 1950
19
1952
N
Cagsh
i

1956

1957

© 1958

1959

1960

e
 1962;“ 
963
106k

L 1965

: t
C DeBe

: " Re8e

ncﬂlv

NeBe

 8“6§8

‘1105565
1,062g7

o 1,212.8

1,466,2

2,b4k,6
- 2,972.4

12,7953

-~ 3,960.7

5,640,3
 6,733.5
 6,507.3 -

7526&05

~6,465.7
7476¢67257 o

#
L]

20.8
héa‘#'

520.9

| 782 7 77,,
©1,007.5
| 1.918.3_,

1,060,1
1,592.3
2,389.3
2,919.7
2,591.4

- .3,772.3

5450062
6§ ’4’}501

S 65,17

6,581.8

69317,0

6,634.2

T ¥ V,
- DeBe

0.6

67
I
6.8

 ‘23.2'

20.5
21,3

u7‘3206

51.2
65.5
62.6
99.9
140.2

163.8

166.2
176.3
162,5

7161.3‘




QABLE 2617

' SAWN TIEBER EXPORT TREND

“ lsﬂﬂﬁﬂig‘ﬁgﬂtﬂs!%Bazausazzzuzanuxmzum:nzzzanazazzauzazsznza:aac:s*aaac7 R
Productien - Greoss Export ~value -

rt‘xb‘r (’000 teua of 50 cu. ft) (+000 tons af 50 ecu. rt) 3,:1;_ ;¥

mi omaw oo gy
‘l1943"A*,"‘5188.4‘,‘ S e 62
ws0 e 1271 - 18.0
s ozake 16 a2
é | ' 19524, 7‘  61.6 . 1sa3 '18.9;yij
1953 3820 assa 20,0 s
198k 390.k o new 7.7
955 ks xeks .26.2
Jes6 0 soms 188 29.9

L A O R R Pt

157 - s23a o 199.9 o 29.3
3958""f o031 L e . 31,9

1959 - T 543.9 - R - 255.6 | ~ ;32.7

1960 . j'f~729.h sk 5.2

i961 -  ‘ w~~ 711.1 ‘f  . 32,0 | 41,5

1962 ,5~ ~‘ 755.7 -  348.5 ,“i 47,6 s
1963 %f;« 830.5 ) o 454,0 ”4 | 64.6
196k ;*74' 96,5 57044 86.5
965 95046 - e227 91.5

§ "~{f  %¢:¥;?ft  q? :}?} i' :Vf_ J;&é- b




TABIE 2.18
OOOONUT OIL EXPOR? TREND

=== eSS SRS RIS TERME I o oIS e T o sgmmemn e smem zemsmezTEREd

%';“: ear FProduction Import Grozg :gsr:', ' Value
| o ’Yaa: ~{( tons ) %ggns)' A tongp) PR 3 '+ ¢ R

1947 51,186 532 25,449 136
' :1943 ;’51’154‘ ‘,125,,k 28,213 ’25’27   .
1989 63,608 354 46,294 408
1950 ,:72,300 900 ’ ‘ 53,119 | 55.7’:*'f;

1951 86,397 304 63,217 . 178.8
1952 81,183 199 54,310  42.5
1955 79.459 . 149 58,252 549
195¢ 96,800 248 60,968 . 55.5 |
1955 94,950 307 . 70,316 50.6
1956 108,373 657 81,270 5646
1957 96,508 1,208 66,02  47.3
1958 78,552 1,706 50,352  40.3
1959 67,272 1,566 28,715 29,8
1960 73,613 3,595 28,225 239
1961 87,367 1,497 Coa2,m6 2217 ;5f
1962 91,666 2,014 33,870 22
1965 71,261 1,999 29,870 22,0
1964 62,132 1,566 14,517 12.0
1965 63,767 1,556 18,050 16.4

%1(
r o )
£ . - - . R i!



TABLE 2.19
' |COPRA EXPORT TREND

Raﬂﬂﬂﬁﬁsﬁﬁ&tunazsuauu=n==~aauﬁzucguszzzusauzzgsssus:nz=*aa====xaszln o

‘i’ea;r Prigtt::::e; | %nport | E:;:fs: o A’v“l“’ Eﬁ;:rt ‘ Value
RN ¢ tens ) tons) {(tona) $ =id (tons) '# mil
g;g&? g- ‘ - S 3222 10,373 2.6 7151 1.7
948 = 12,948 20,l06  10.8  7,bs8 3.1
1949 36,957 15,036 20,808  10.6 5,772 3.2
1950 39,612 17,585 33,ush 20,3 15,869 206

1951 39,622 2,706 26,345 16.h  h6M 3.

1952 39,523 13,24k 18,59 9.0 5,352 Co3a

1955 40,130 10,775 15,595 - 8.9 k820 2.8
1954 30,864 29,013 15,253 7.8 -13,760 =~ 6.8

1955 bo,b6h - 39,036 3,820 1.8 =25,216 = 9.5

1956 39,009 54,856 6,515 2.7 48,341  -20.7
1957 35,843 h9,979  2L,b56 9.8 -28,523 ~-1L.0
;1958 | 3h,820‘?" h3,2k2 13,909 7.8 =29,333 -11 8
1959 53,079 18,251 20,319 134 2,068 | 2.t
1960 32,309 26,248 61,380  34.5 35,132 : 21,7
Jo61 33,84 37,638 k2,380 19.0  A7k2 5.3
1962 53 35,214“ ~ 25,672 . 20,587 | 79.8 - 5,085 - 03
11963 1532,219 | 21,846 26,136 13.0 4,290 “ 4,7€*; ‘11
1964 29,670 960 6,288 3.3 5,328 j 2n

1965 30,670 1,088 16,012 10,2 14,964 16.§ ‘;

R
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TABLE 2,20
t PALM CIL EXPORT TREND

-_ -

Psussz B R R R T N N S AN S e S SR N RE T CEC RS TS CRR T RS =EET=TERE

ek R
Caskr 2915 aze k2,8 19.2
1948 5,257 232 w806 3L6
a9k 'sose o 32 | 52,100 36
1950 ssam osu 51,723 52.3
351951; o 8,274 o | 11,k59 -~ b5,667 | | 3§.u
1952 - 45,005 k9 46,360 4.8
1953 k9,098  302.  ho,80k . 30.9
195k 53950 232 sokm 3Ls
1955 seel  1,k67 - 55,227 36
1956 ' os5,922 3310 58,619 43
1957 . s8,507 3,512 61,476 45,5 .
D958 69,6707 6,349 - 7,339 b7k
1959 L 71,541 o 5,865 76,027 51,7
©1960. . 90,343 5,482 96,027 0.5
Cag61 93,48 6y 93k 6L
"1962' 106,462 | 5,h6i ‘ 105,686 65.1
‘,::19'53, 123,649 o 1,782 114,892 E 69.6
1966 120,006 - 534 123,269  80.6
Cag6s w633 02 139,23 106.0

i
!

S kg



| " WABLE 2.21
 \PALM Kmm.s EXPORT = TREND

LI

wnaguznzaaunu‘anlsnaz:c:e&nzna&axn:za:a (4.3 34 3 -1 awstzczugnmagealult £ '

Year  ~  Productiom , ‘Expert = ! Value
, "( tens ) \(tons) 1§ mil

ook 5737 3,584 0.9
/ 1948 8,47z . 4,065 ; l71.1"
f 1949 1 0,459  , 9,092 3.k
1950 11,43 o6k s
. a1 mgn 09 6.8
1952 11,268 10,86% .5
1953 o 12,669 - 12,613 | , 5.8
1954 e 13,940 . 5.3
1955 k88 12,226 Wb
19561 14,956 14,185 5.5
1957 14,781 . 16,206 | 5.9
1958 - a8,273 20,93 8,0
1959 . 19,294 19,733 9.2 .
1960 23,672 25243 1
11961 o 2k,227 | . 21,098 y | 742
1962 B 27,844 20,284 6.8

1963  : ~ 304135 19,474 73
196k ‘f{ L“ 30,001 - 18,042 | 7.1
1965 | ; ‘ o 349"'26 7‘ - 18'?10 S : 807




varying amount of palm kernels used in Mala
oy ya for palm kernel oil.
The proportion of export to production of palm kernels (Table 2.21)

- has been declining, showin ‘
‘bee : € 8n increase in "consumption", and addi
- more value. to export commodities, g ’ "

, ‘ Table 2,22 shows the changing pattern of exports from 1947-
1965. The data in the table shows the 2ontribution gf each of t227

major export commodities to total export procesds of the country.

,‘:Fram depending or over 70% of our export proceeds on rubber alone, now

~ the latte: commodity only contributés about 44% of total export proceeds,

Other’comquities which have grown in importance in recent years are

- timber, canned pineapple, palm 0il and iron ore. Tin has increased

its importance from 1948. This trend is a healthy reflection on the

Vraffeetrthe diversification plans has on the country. Especially in

‘the case of manufactured productions, which now contribute 13.6% of
export proceeds, the industrialisstion and agricultural diversification
schemes has made its impact on the export economy of the country. '

: . Though rubber and tin still dominate exports, and will
- ~continue to do so in the foreseeabls future, the progress made so for
augers well for the future.

3)  Import Trends

In the discussion on import irends, we are faced with the
major difficulty because of non-comparability of the statistios
published before and after 1953, As mentioned before in Chapter I,
~commodity classification in foreign trade was done according to the
Federation of Malaya Import and Export List, which was based on the
Brussels Convention (1913) Classification. The import statistics after
1953 are compiled according to a system of commodity classification
based on the SITC, To have comparable statistics, therefore, data
published in the trade reports have been, after a thorough examination,
reclassified according to the SITC sections. It is clear that such
attempts will not have a very high degree of precision but at least
they produce results which are broadly indicative of the real situation.

Exclusions like cinematographic films (exposed), which have
been excluded from subsequent tabulations, have also been excluded from
section 8 (under which it should come under if included) in the ‘
reclassification from the previous system. Concerning other exclusions
in later years but included earlier (see Chapter I), it has not been

possible’ to make any adjustiments.

Section 9 before 1953 does not include "miscellaneous transact-
jons" as such trade was not tabulated separately. How this item has
been treated is not clear but presumably. it must have been looked upon
a8 normal trade. Section 6 has not been obtained directly but derived
from the total imports and all the other sections after the latier has

~ been compiled. . '

, The relative importance of the various import commodities has
changed tremendously during the period 1947-1965 (Table 2.23). 1In 1947,
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ff4BLE 2.22

CHANGING PATTERN OF GROSS BXFORT, 1947 - /s
PERCENTAGE OF TOTAL EXPORTS CF MAIN COMMODITHNM

 Palm 0il

fGépfa_i
;falm Kernels
{CécanntrQil'
- Tin
quén Ore
. Timber |
Caned pin;applé and

~ Juice

‘thhers - ,;jfv ’v #f(7~=*” g ' , 1043

10040

‘:~  Source ¢ Computed’from Mbnthly Statistical Bulletin, various issues.
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fABLE 2.22

CHANGING PATTERN OF GROSS EXFORT, 1947 - 1 :
- PERCENTAGE COF TOTAL EXPORTS CF MAIN COMMODITHA

';aahbgg%”frfiw
i?alm‘ci17 '
“Gopra

PelaKernels
,{G;conut:bii;i,i;;g::,_r

Iron ore

A Timber 7
i,qéned pinéapplé an& e e f:k Lo ~7 t,": o ,< 7
Cjuice Sivmeaw | meds ,  Deds Qo7 ‘ 0.7 0.9

Others - b?'fﬁ?éé Regs ‘ 10:3 7.8 9.8
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TABLE 2.22

. PATTERN OF GROSS EXPORT, 1947 - 1965
OF TOTAL EXPORTS CF MAIN COMMODITIES




TARLE 2.2

oomsa st 82
o 36'9 l : S T XY ; E 0.3
32 e ma a0
53 32209 - T 770 5
S LS 25 B " BRI 15,
' ,560;2}'71« f, | o j¢1;5, o ,107;§‘ :i; g
BB . me T2 03
W7707 v 687 2509 5.7
. 31'10 E T ‘ i . - Tb;g : . . 802 L 0014'
. 525.0 19747 135.5 7.7
w0 PR
- 558.2 LT 33943 w92 13.0
26,0 o 15.8 T 6.9 0.6
s62.7 . 339.7 151.2 ; 13.6
. 23.0 139 6.2 0.6
 595.2' _ 227.8 16703 124
N 276 S 90 66 0.5
T 70 AL : 229;4' e q7k,2 14.8
3 8.8 67 06

- gources : Computed from (a) "Federation of Malaya Import and Exports", [
S : ﬂ L :,(b) Current publications on external trade. :
- ‘Refer Text : Chapter I and Chapter II for S
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" important import item,

food accounted for 36,94 of tovel imports, thereby being the most

PUS L8 ‘ Manufsotured articles classified chiefl

» oy 7 d a y by

§§t§§2§l§§§§tion6) ¥as next and accounted for 22.5% of total imports.
, 3y Machinery (Section 7) became: the most important item after

food. = The latter has declined in im
‘ ort
23.5% of total imports only. portance; 1% now constitutes

Section 1 (Beverages and Tovacco) has dropped from 9.5% of
imports to only 2.3% of imports. In valuz it has Egcreaaed znig very
slightly.  Petroleum and Petroleum Products (Section 3) is now 6
times its value in 1947, though as a percentage of the total, it is
still relatively small. Miscellaneous Manufactured Articles (Section
8) is now 8 times is value in 1947 and double its importance in terms
of being a percentage of total imports,

: ‘ The changing pattern of imporis reflect the changing structure
of the economy. "Imports of non-industrial and industrial countries
are of a different nature in that those of the former are less related
to the current process of production and consumption than are imports
: ﬁf inéustrial'ceuntries“,a A considerable portion of the imports of
non-industrial countries now consist of capital goods which are related
to the rate of development rather than to the current level of activity.
- It 18 an accepted fact that there are divergencies in per capita income
betwesen the developed countries and the less developed ones. In view
of such gaps, and the necessity to eccelerate development even to keep
up with the population growth, the natural way is to increase the
quantity and quality in the factors of production. This would mean
an increase in capital equipment and qualitative improvement in man-
pover. .

The development plans with their emphasis in increasing
investment are responsible for the increasing importance of machinery
in total imports. Though it will be difficult in practise to say
exactly how much of -this section is capital goods, we can be certain
a large proportion of it is,

From Table 2.24, which shows the growth rate per amnnum for
the import sections, it will be seen.that Machinery has the fastest
rate next to Section 9. The latter is not of much significance
asctually, so in our analysis we can ignore it., The growth rate for
machinery is faster than that for all other sectiions.

~ . Though food has inoreased more than twice, as a proportion of
total imports it has fallen. The growth rate for food is lower than
that for total imports. In addition to the increased importance of
other import items, there is also a process of import substitution at
work.  Increasing rice production has been given emphasis again and '
sgein in the development plans. Largely to increases in output Malaya
pow only imports 30% of her rice requirements. In 1947, this import

. patio wes very much higher.

-

' a*T?an&s iﬁ International;Tfade“, op. cit., p. 45,

%
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‘ ‘The reason why Bevera | k
; P : ges and tobacco has increased slightl
, 2§iyciaéiﬁztto lmport substitution of cigarettes. More and morg ofy
rasulfgtﬁ?ﬁ gsrsseked in Malaya are being produced locally with the
at Section 1 has even declined in value from 1962, Not only

will such & process save forei :
: . elgn exchange it 1
- for the increasing warking population. ¥ill provide employment

Increases in Section 3 reflects the increasing motorisatio
of the,ﬁountry,‘ With more transport facili:'es, raquigementa for .
petrglagﬁ products will go up. In 1963, crude petroleum was first
impcrted into Malaya. Previously to that all the petroleum imported
- were finishedfpro;iuctsa This trend in imports show the increasing
importance of secondary .ndustries., Though increase in raw materials

‘imported will be inevitable, the extra employment end incoms will
be.efit t.6 country.

o Chemicals (Section 5) have increased 7 times in value between
1947 and 1965. Together with Manufactured Production (Section 6) it
- reflrets the increasing dependence of Malaya for foreign manufactured

~ products. Industrialisation may have been able to replace some importis.

~but it has created need for other imports.

; ~ Imports of Crude Materials, inedible (Section 2) hei fluctuated
violently from year to year. 1In 1948 it was only 7.7% of total imports,
put «n 1951, its value jumped to $327.9 million and accounted for 17.5%
of totsl imports. There can be noticed a tendency for import of tiis
to go up during years of property in the Malayan export sector. Most
of the commodities in this section is not for comsumption in Malaya but
further procedsing or packaging and re-export., Crude rubber and tin
ore are the main commodities “~ported in this section. During boou
years, when the prices of these commodities rise, there will be more
imports for re-export. As we have seen, changes in value of rubber
and tin are more due to changes in price than volume. Similarly,
import value of this section fluctuates more because of price than

volume.,

1. ~ort substitution for some commodities is shown in Tuble
2.25. Simi.ar statistics are not available for other products such as
batteries, acid, etc., etc. and compilations of such can only be done
by an exhaustive analysis of trade publications which is beyond the

scope of this graduat’on exercise. In the case of cigarettes,

manufactured tobacco and aerated water, local production is meeting a b’/,lf
greater'and greater proportion of consumption. From being net importers :
of biscuits, soap, rubber compounds, cycle inner tubes and cement, we

have now become net exporters. There must be other examples of import
'éﬂBStitutién, especially by the pioneers companies but as yet import
‘replaeemenx of manufactured goods can bave hardly made a significant

"impact¢an total imports. Though a start has been made, there is no%
sufficient evidence to show the "ysual effects" of the early stages of

%L Wneelwright, "Industrialisation in Malsya" in Silcock
" and Fisk, op. oit., p. 229 |
e O - 56 =
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industrialisation, namely an increase in the proportion of imports

accounted for by raw materials
' and capital
prcpqrtiop,cf consumer goods, Pital goods and a decline in}the

-4) | Ex ort‘ Import Indices and Terms of Trade

'So far, in the case of im V '

o ‘ : ports, we have been talking about
the changes in value only. - No consideration has been given to price
or volume changes. It is important to know the price and volume
indices for imports and exports and the terms of trade so that we can

know whether a constant amount of our exports is buying more or less
imports as time goes by, ’ e

. The indices that are published by the Statistics Department
have 1959 as the base year. It is not possible to have such indices
for years before 1955 unless actual computation ie attempted. The
methods of compiling index numbers have been mentioned in Chapter I.

7 - The terms of trade compiled by the Statistics Department

_represent the cost of a given quantum of imports in terms of exports.
This is measured by dividing the export price index for a given period

by the import price index. A rise in the terms of trade represents

~ a favourable movement and a fall and adverse movement. From Table 2.26,
it can be said that except for the years 1955 and 1960, the te~ms of :

trade have been moving against us, though there is a slight recovery in

, The import volume index has been increasing since 1955 but
‘the Import Price Index has been fluctuating. The Export Price Index
has been falling since 1960 and is the cause of the present unfavourable

terms of trade.

5) Poreign Trade and ational Income

Foreign trade and national income has a two-way relationship.

Changes in income generally enteil changes in the demand for imports.
On the other hand, changes in the volume of exports tend to produce
changea in domestic income. In tracing the impact of foreign trade
on the national income of Malsya, we must examine the relationship
betwsen Malaya's gross export proceeds and the corresponding gross
domestic production and also the relationship between changes inlfhe
gross export proceeds and changes in the gross domestic product.

. Dr. Lim Chong Yah has estimated the average G.E.P./G.D.P. ratio

 the beried 1947/1960 to be 47.7%, nearly half the average G.D.P.
é:rsZ§: iﬁé highest G.E.P./G.D.P. percentage was in 1950 (63.1%) and the

A

10

| Toid., pe 229. PR
 !?1 1liim cheng“iah,‘Ekonomi.;Vﬁa.‘IV, o, 1, op. cit., p. 19.
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TABLE 2.26

'\ MALAYA ~ IMPORT AND EXPORT PRICE VOLUME AND
TERMS OF TRADE INDICES

g:::tza::zazuae:z:z:: TR TRERRCSSE ISR ST
»

Yeae  Tmport . Export  Terms of  Import  Export

. Price - Price Trade Volume ‘Volume
L0 1955 . 100 104 103 89 92
1956 103 96 ok 98 95
1957 107 91 85 98 97
L 1958 = 102 = 83 82 ok 92
19S9V(Baae) 100 100 100 100 100
1960 103 05 102 120 | 113
1961 101 87 86 126 122

1962 99 87 87 143 125
1963 103 82 79 142 134
196k 109 8 77 135 134

1965 - 95 86 9 - 158 146

Pr——

Source: Federation of Malaya Monthly Statistics ef
External Trade, various issues. ;
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lowest in 1947 (11.5%).12

important role in the grow
of the country. | Erovth

It is obvious then that exports had en
and fluctuations of the national income™

for the trgg:mizggrt multiplier mechanism in Keynesian economics account
cont Of  the world':n of income and employment fluctuations from the
T hoon in foored. 0 Malaya. Tncreades in exports can be induced by
contracfidna~: in,countries, There is no doubt thet expansions or
Sond to read?tginating in the Qegtern Europe and American economies
oo Hélapa -t :;r effects to Malaya through their demands for imports
o ¥y 7 other primary producing countries. An investment boom
ieSe areas will spill over to countries like Malaya since the
increased money income leaks out for the purchase of additional imports.
of cou:ae,(the size of such leakages is determined by the marginal
propensity’ to import; if small, the boom will go on for long before it
leads to additional imports; if large it will not be long before it
spills over.

o "The relstive strength of the expansionist or contractionists
impulses which a couniry imports to the outside world as a result of
domestic income fluctuations is determined by its marginal propensity
to import".13 The relative amplitude of the fluctuations in its
demand for imports may_be wider or narrower than that of corresponding
domestic fluctuations. In investment booms in the western economies,
their propensity of demand for raw materials like tin and rubber seems
to be greater than unity, as is evidence by the booms of the 1950's.

121044, p. 20.

*
The gross domestic product (at market prices) has s relation-
ship to Net Nation&} product at factor cost (National Income) in the

following manner:

Gross Domestic Product (market prices)
Indirect taxes

Subsidies

Gross Domestic Product (factor cost)
Factor income payments from world
Factor income payment to world
¢.N.P. (factor cost)

Depreciation
Net National preduct (at factor cost) = National Income.

IS

" Because of lack of readily available statistics, data on G.D.B.
48 used to analyse the relationship between trade and National Incomse,
but the difference between the 2 terms should be recognised.

133. Nurkse, "Domestic and International Equilibrium" in
®Eyuilibrium and Growth in the World Economy", (Harvard Uniyereity

Press, 1961),;p. 48.

lélbidg Po 480 ‘ ‘% 1
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- spent on raw materisls. The incresse in exports in Malaya will lead

. In partioul
, vﬁéizzle:iazzst?a United States, where national income is relatively
, elgeticit P elf, and where imports, in addition, have an income
el ; y:ar‘demand greater than unity, is "particularly troublesome
as & 8ource of cyoclical change in the world economy".i?

7 Exports from Malaya has been fluctuating very violentl

_ during the period 1947-1965. The effect of thesg flugtuatiOns ia the
gross domestic product is seen in Table 2.27. Though the data on
‘the Gross Domestic Product has been adjusted to current prices (1963)p16
and the export values had not been so0 treated, the relationship between
the 2 variables is clear enough. It is no surprise that the big jumps
in the gross domestic product come during periods of export booms
,(1950,71955 and 1959). These boom periods were touched off by increased
sconomic activity in Western Europe and the United States and/or ‘
international crises, 1In addition, the United States stockpiling in

the early fifties, especially during the Korean War, was also responsible
for the increased exports and increased domestic product.

, Growth or decline in the Western world is transmitted to
- Malaya through trade. If there is expansion, there will be an increase
of imports, which means some of the additional money income will be

directly to an expansion of income and employment in the export sector.

Some of the additional income will be spent on imported goods, so there

is a tendency towards increased imports to match the increase in exportia. o
But not all the increased income will be spent on imports. A part wil

be spent on domestic products and therefore, the expansion in the

export sector is transmitted to all the sectors of the economy. ‘

Not all the additional income is spend on goods or services,
domestic or imported. Some will inevitably be saved. Nurkee's
assumption that the increased flow of spending on homemade goods is
likely to have the "acceleration effect” of inducing a higher1gate of
capital expenditure, which will offset the additional saving,”' seems
to be unrealistic. That the total income flow is arrested before
imports become equal to exports, shows that increased investment has

not been enough to absorb the saving.

The central determinant of the process of income increase a“gj
depends on the marginal propemsity to import, i.e. the proportion of s
ap increment in income devoted to imports. The larger this propensity,
the smaller will be the expansion of national income. The reciprocal
of the marginal propensity $o import gives the export multiplier. If
in Malaya, the import ratio of total goods and services consumed is
sbout half, the increase. in national income generated by an increment

in export is about 2 times the inorement in exports. Actually the

15gurkee, op. cit., Pe 48.

161, Chong Vah, op. cit., Py 12
i;7ﬁurkse,‘op. cit.y p.<44.§
| | | ‘-6l -




", FLUCTUATIONS IN TRADE

TABLE 2,27

ARD REAL GROSS DOMESTIC PRODUCT,

1947 - 1960
RGPy Anmual | Exports . hmmasl  Imports . Auaual
Tear (3 mil) %, changes (§ mil) % changes ($§ mil) % changes
1987 2,982  + 10.8 . 834.8 - (6102 -
1948 3'.005k + 0.8  1,116.4 + 33.7 846.6 438.71
19#95‘~3,027 + 0.7 1,179.4  + 5.6 926,5  + 945
1950 4,867 4+ 60.8  2,607.9  +121.2  1,310.8  ¥41.5
1951:,, : - 5,006 | + 2.7 3;379.0 + 29.6 1,868.5 +'+2.5.. »
1952 4,153 - 16,9 2,134,k - 36.8 1,65?.6 -1X62
1953 3,883 - 6.5  1,598.2 - 25,2  1,451.4  =12.5
1§54u 3. 9k9 e 1.7 1,625.4 T+ 1.7 1,319.1 =.9.1
1§5§ 5.032 + 2#.4 24370.2 + b5.8 1,542.9 +17.0
1956 5,049 + 0.3 2,262.0 e L.6 1,751.0 ¥13.5
1957 4,852 73,9 2,179.5 = 3.6 1,81kb 4 3.6
19;8 4,700 . 331 1,882.5 - 13,6  1,657.5 = 8.6
1959 5,411 + 15,1 2,b73.b + 3.6 1,739.3  + ka9
1966' 5,921 4+ 92,9239 +18.2 © 2,150.6 +23.6
Sources: Lim Chong !ah,‘ Op.Cits; Page 14, Teble 1;
4y Table 2.1
E ,
B



increase in the G.D.P. seems to be only 6/5 times that of the increment
in exports (1950). S0 the marginal propensity to import is greater

" than half, The increase in national income in Malaya spills over to
other countries, g good proportion back to the developed countries,

where the process first started, in the form of increased demand in
Malaya for imports.

, The impact of inoreased exports is not as great as one would
like it to be. This cannot be helped if imports form such a high
proportion of consumption in Malaya. As domestic production increases
we can expect the impact to be greater but such expansions of exports,
as in the fifties, seem unlikely in the futurs,




CHAPTER IIi
PATTERNS UF TRADE

~ Statistics as to the provenance of importe and the destinstion
of exports are essential to any broad grasp of world economics, Such
data are ome of the major bases for knowledge of economic geography.
Accordingly, this Chapter will analyse the areas where goods are
produced and where Malayan goods are consumed. The detailed analysis
of country classification of trade has been dons in Chapter I and the
advantages/disadvantages of the method we follow have been pointed out.
This Chapter will discuss the geograprhical and economic areas that
produce Malayan imports and that consume Kalayan exports, But in
analysing trade by countries of Malaya, we are faced with a major
difficulty,  Trade statistics for Malaya alone are not available before
1958 and some methods have to be used to derive Malaya's trade from
either the Panfﬁalayan* figures or the fizures on the direct trade of
Malaya (i.e. excluding trade with Singapore). The first part of this
Chapter will be devoted tuv the methods of estimating Malayan exports
and imports from whatever figures are available. Following this will
be a disoussion on the patterns of trade by geographical and economic
areas and the implications this has on our trede. ‘

1) Availability of Statistics on Trade by Countries before 1958 and
Methods of Estimating Malayan Trade before 1958

: Trade statistics by countries for Malaya alone are not avail-
able before 1958. In the publications "Maleyan Statistics, External
Trade of the Registration Area of Malaya comprising of the Colony of
Singapore and the Federation of Malaya", figures are available on Pan-
Halayaﬂ+ trade and the direct trade of Malaya. The publications
exclude trade beiween Malaya and Singapore. As ve reslise, a substantial
proportion of Malaya's trade is via Singapore, As such, there is no
direct method of deriving the trade statistics of Malaya alome,
Fortunately, in 1958, trade statistice by countries for Malaya alone are
availabie and chese will be used to estimate tle trade of Malaya by

countriea befors 1958.

*“Pén—Malayan" refers to Malaya and Singapore.

* tor changed to "Malayan Statistics, External Trace of

v’ of Singapore and Federation of Malaya". In\thase
o ::%;gzaigzi:?y“Malaya“ refers to Pan-Malayan and "Federation of Malaya®

infers to Malaya alome.

1
i
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The production-consum is |
. ption method is also used before 1958,
, i:t fot gaigomdgclared on optional Bills of Lading, the first part
me:igg g 1s caken as being the final destination.i Because of this
ology, trade statistice by countries do not include a large

proportion of exports or imports vi "
countries shews, P via Singapore as Table 3.1 for a few

, , 3ince for carge on optional Bills of Ledin ' irs: r
naminatgd is taken as being the final destination, tﬁetgirgcz :xggr:a
fr0m Malaya are less than the actual exports. Presumably, exports
from Halgya'via Singapore the destination of which can be determined
at the time of export is credited to Malaya. Presumably also, though
this area is not defired, the practice in later years of including
exports where the destination of such exports via Singapore is not
available, under the same category of goods consumed in Singapore is
also followed. As such, direct exports in column 3, Table 3.1 do not
reflect the true state of affairs,

: For imports, the situation is mrre complicated, "Goods
entering the registration area (Falaya and Singepore) on a bill of
lading %to Singapore although consigned to the Federation of Malaye are

recorded as an import proper into Singapore and vice versa'. Later,
this definition is not included in the Notes to the publications, but
presumably, the practice has been followed. As in the case of exports,
since imports to Malaya is not included, import figures are less than
they should be (Table 3.IY. Since we are not certain whether even
direct imports before 1958 should properly be credited to Malaya or
Singapore, any estimate is more subj2ct to error than in the case of |
exports, ’

An estimateof Malaya's trade by countries has to be made. We
can do it in 2 ways:

1) By épplying a constant ratio, Malayan trade/
Pan-Malayan trade to the Pan-Malayan figures
available befors 1958,

2) By applying a constant ratio, Malayan trade/
Malayan direct trade to the Malayan figures on
direct trade. |

é), Malayan Trade/Pan-Malayan Trade Ratio Method

In this method, the Malayan ratio of Pan-Malayan exports and
' h all the years. Since
imports is assumed to remain constant throug
sﬁitiaticé for Malayan exports and imports by countries for 1958 are
available, we express these as a ratio of the Pan-Malayan exports and

~ lg,qtistics Depsrtment, "Nalayan Statistics, External Trade",
1951 {Government Printing Office, Singapore); Notes.

2nMalayan Statistiosf, %955, op. cit., Notes.

.65 -
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TABLE 3.1

- TRADE BY COUNTRI®S, MALAYAN FIGURES, PAN-MALAYAN
FIGURES AND DIRZCT TRADE, 1958

TR e e e e - —— ——amtm e T e e o= = — ———

Malayan Figures Pan-Malayan Figures Direct Trade

" Exports Imports Exports Imports Exports Imports :
($ mil) (8 mil) (¢ mil) (§ mil) ($ mil) ($ mil)

Uﬁited’Kingdcm 349,7  414.,8 - 509.0  700.7  253.0  300.2

‘United States  200.6  41.1  379.6  136.5  186.4  19.7
France k9.0 135 77.3 32,9 b0 10.2
W%st Germany  94.2 40.0  155.8 85.1 87.2 27.1
china 53,8  9k.1 116.4 195.6 = 51.6 ?5.3
Indonesia 11,5 228.5  363.3 1,105.1  10.0  137.9
Total 1,882.9 1,657.5 3.726.3 4,095.5 1,245.1  995.0

o Source:A Malayan Statistics, External Trade of Malaya/
(Colony of Bingapore and Federation of Malaya), 1958 Federation
of Malaya Btatistice of External Trade, 1958.

. o . . i . ;
! . . e ~ ..'66»‘



  ~§§?§§§§;‘3 ghe‘mgzhoﬂtoiyderiving the ratio ie shown for 5 countries
, frbarthajvniiad Ks get the exports or imports for, say, 1955 to or

or imports.  Thus o O™ ¥© 8PPly this ratio to the Pan-Malayan exporis

- Pan-Malayan Exports to U.K., X R ot
; K. = estimate of Malayan exports
to U.Kt‘in 1955, where R, 18 the ratio oflMalayan exports to U.K. to
Pan-Malayan exports to U.K. in 1958. Therefore: '

$761.6 (m.) X 2006/3796 = $523,2 (m.)

The same is done for imports:

: Pan-Malayan imports from U.K., in 1955 X Ry = estimate of

. Malayan impqrts from U.X. in 1955, where Ry is the ratio of Malayan
imports from U.K, to the Pan-Malayan imports from U.K. in 1958.

Therefores:

$690.5 (m.) X 4148/7007 = $408.8 (m.)

This method assumes that the ratic of Malayan trade with the
countries concerned to the Pan-Malayan trade is the same as that for.
1958 for all the years when separate data for Malaya alone is not
available. The method is simple to apply but on close examina$ion
it has many defects, for example:

i) Direct exports to Burma (1953) - $12.7 m.
Estimated exports (1973) - § 9.9 m,

ii) Direct exports to Thailand (1953) - $34.7 m.
Estimated exports (1953) - $27.1 m.

In many instances, it was found that the Malayan/Pan-Halayan
ratio method gives a figure less than direct exports to the countries
concerned. We know that direct exports is already an underestimate of
the real exports. Therefore, the error is more substantial. It is
impossible for exports to be less than the direct exports.,

For imports, the situation is not so clear. For examp;é,
for Burmas ;

Year Direct Imports Estimated Imports
1951 $64.7 m. . $46.3 m.
. 1953 $67.1 m. $56.2 m.
1955 $41.0 n. $37.7 m.

We cannot, in the case of imports, say with certainty that it
is impossible for the estimated imports to be less than direct imports
because goods on a bill of lading to Malays, although consigned to
Singapore are regarded as imports proper into Malaya and vice-versa.

It is not poseible even to make an estimate, on the data available, of
whai proportion of the trade on a bill of lading to Malaya is ultimately
consigned to-Singapore and vice-versa. In the direct imporis from
Burma, we cannot say what prOparti?n is consigned to Singapore.




TABLE

3.2

HETHGgQOF‘ESTIMATING‘MALAYA'S EXPORTS AND IMPORTS BY
: UNTRIESkBY THE MALAYAN/PAN-MALAYAN RATIO

EXPORTS

" West Germany

(a)
B S R S N N s o e e s s e e e g *
B Rt K et o Y T ]
Country Pan-Malayan falayan
Expgrts‘ R 1958 Exp(."{"tﬁ, }958 R&tiO Applieci
(8 mi1) ($ mil ) ( $ mil)
United States 379.6 200.6 2,006/3,996
Japan 351.9 177.2 1,772/3,519
Australia 135.6 32.1 321/1,356
?gitédrgiﬁgﬁom © 509.0 349,7 ©3,497/5,090
West Germany 15546 94,2 942/1,558
(b) IMPORTS
2 Pan-Malayan Malayan —-»~~f”hcwwtf5~h
Country Imports, 1958 Imports, 1958 Ratio Applied ,
( § mil ) ( $ mil ( § mil )

"United States - 13645 hi.1 411/1,3%65
Japan 95.1 307.6 951/%,076
ﬂAugtralia 89.2 164.8 892/1,648
United Kingdom 414.8 700.7 k,148/7,007
40,0 85.1 " koo/ 851

Source?

As in Table 3.1
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'a'trade‘ta P
- well-realised, Singapore is an entrepot csentre and re-exports a good

- trade of Pan-Malaysn trade but

. imports is the sam

Itg;ay be unrealistic to assume that the ratio of Malayan
an-Malayan trade is the same for all the years, As is

gioportion‘of her imports. Conditions affecting the trade of
ngapore may not be the same as those for Malaya. If Singapore's

~ share of exports or imports are more for certain years, then the

estimated figures for Malaya will be inflated, and vice-versa.
75) Malayan Trade/Malayan Direct Trade Ratio Method

. The second method assumes that the proportion of Malayan
trade through Siiigapore and not recorded as Malayan trade is the same
for all the years as that for 1958, In this method, the Falayan
exports and imports to each country i1 1958 is expressed as ¢ ratio of
the direct exporis and imports to the countries concerned as in Table -

3¢5

To obtain an estimate of exports and imports to, say, the
United Kingdom in 1955, we apply the Malayan Export/Malayan Direct
Export ratio to the Malayan direct exports to the United Kingdom in
1955, For instances:

Malayan Direct Exports in 1955 X R, = estimate of Malayan
exports to U.K, in 1955, where R, is the ratlo of Malayan exports to
U.K. to the Malayan direct expor%s to U.K. in 1958, Therefore:

$324.0 m. X 3497/2530 = $447.8 m.

, . A similar process for adjustment is done by Malayan imports
from U.K. in 1955. For instance:

Malayan Direct Imports in 1955 X R, = estimate of Malayan
jmports from U.K. in 1955, where R, is the ratio of Malayan imports
from U.K. to the Malayan direct imports from the same in 1958, There-

fores
$295.3 m. X 4148/3002 = $408.0 m.

The export and import ratios for 1958 has been worked out for
the countries concerned and applied to the trade statistics for ea?h
year. : The idea here is that if, say,.BQ% of Malayan exports go direct
to a country, to adjust the direct exports to 100%.

This method takes into account the changing share of Malayan
| does not teke into account the changing

ratio of direct trade %o total trade. It does not seem to have the

defect of the other m
fi&de changes, the estimates are 100 high or too low.

No one has yet made a study of the proportion of the Malayan

‘ depression years. We
' . through Singapore for the bcom and )
t::dzh§§§$§re notgcertain whether thezpropcrtion of direct exporits or
" e as that for 1958. ‘

- 69 -
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'TABLE 3.3

~~:HETHO§_0FESTI&ATING MALAYA'S EXPORTS AND IMPCRTS BY COUNTRIES
Y THE HALAYAN TRADE/MALAYAN DIRECT TRADE RATIO :

(a) EXPORTS (§ mil)

e
- Country o tlaven Pomnran DiTect © Ratio Applied
Unitea'Statﬁs . 200.6 186.4 2,006/1, 864
Japan ¥'; o1 164.1 1,772/1,641
Australia 324 2349 321/ 239
United Kingdom 349.9 253.0 - 3,497/2,530
Wesfiﬁermany . 94,2 87.2 | ok2/ 872
S o | ¥

(S) IMPORTS (§ mil)

c;:ntrygzlmﬁalayanMlyaDirtRatiApplid
ports, 1958 Imports, 1958

United States S ma 19.7 - 411/197
Japan . 95.1 - 38.9 951/389
Australia | 89.2 - 58.3 ) 892/583
United Kingdom 4148 ~ 300.2 4,148/3,002

West Gerﬁany -~ L4o.6 ‘ o 2F7.1 . hoo/271

 Sources: 4s in Table 3,2



<
frlayan rabie methe tor rmotiod 19 batter than tho Nalayan/pan
spplies here; we are not P . ut for imports, the same uncertainty
1nding to Mals © not certain what proportion of goods on bills of
ading to Malaya or Singapore is actually consigned to the other area.
" But. i thﬁll iﬂ all, it must be emphasized that both methods are crude.
1%y in tho absence of more reliable and available data, there is no
‘other way of obtaining statistics ¢f trade by countries., The trouble
” #8:#hat there 18 no way of checking whether our estimastes are reliable
or not. It might well be suggested that for Malayan exports, we look
at the'impprt statistics from Malaya of the countries. But, they may
not give the correct picture. For example, goods which Singapore
refEXPcrt from imports from Mslays are, in most cases, listed as imports
from Singapore and not Malaya. Even if they were to list such goods
as imports from Malaya, their statistices may present a wrong picture
because of the different definitions and concepts. It may be possible
to do this, but it will involve tremendous difficulty such as adjusting

‘ tz'general trade from the special trade system, import duties, freight,
etc,

Tables 3.4 (a) and (b) gives the figures for the major trading
partners of Malaya for the years 1948, 1951, 1953 and 1955. From Table
3.4 (a) it is clear that except for exports to the United Kingdom, the
-2 methoda give widely divergent results., This may give rise to mistrust

. of both the methods, It should be borne in mind that the figures so

derived should be taken as indications of rough trends rather than a
high degree of precision,

! There seems t0 be closer results by the 2 methods in the case
of imports (Table 3.4 (b)).

It is of course dangerous to mske any conclusions about which
is better, but the opinion is advanced that the totel trade/direct trade
ratio method should give better results. In a short space of 10 years
(1948-1958), we can expect the proportion of Malayan trade through
Singapore to vary to not as great an extent as the ratio of Malasyan trade

to Pan-Malayan trade.

Trade with Singapore being not available, we have to estimate
this from the proportion Singapore takes of our exports and the proportion
it contributes to our imports from the data available. The proportion
of Malayan exports to and imports from Singapore is shown in Table 3.5.

From Table 3.5, it can be seen that exports to Singapore has
maintained a constant 20% of total Malayan exports, though there is a
’ noy £or the~proportion to be more in the earlier years. It is
ZzggZinble that before 1958, when Malayan port facilities are not so
well developed more goods must have been exported to Singapore for
‘re-aexport in the earlier years., As such, exporis to Singapore has been
T imated to be 24% of the total exports of Malaya for the years such
estimates are mades | : .

i
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"TABLE 3.4

. - COMPARISON OF THE 2 METHODS OF LSTIMATING MALAYAN TRADE,
L MAJOR COUNTRIES, 1948~1955

(a) EXPORTS ($ mil)

- . e e e p—— f—
R L O L O o O R I O o o I o 2 o 300 50 T 2 i e et e e e e st e -

R R L v ————
"“;liteds't&te’s, i) 2,006/3,796 242.2  630.8 253.4  282.3
ii) 2,006/1,864 239.9  433.9 249.8  351.6
BT i/ G R O T
s LU0 mags mn o gaxa ke
et e I B
Rl BRI o= B O
i Bueen 92 W3 B3 W3
R o R < R
S S A I - S o I
S -7 - R
R <775 S B O G
SRR 7 A R - S R
chna ) gaas es Mg 27 g

. 4i)  538/516

IR | lied to Pan-Malayan exports.
the:'RatiO(iig é: :gilied to Malayan Direct exports.
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TABLE 3,4

'rkCOMPARISON>OF THE 2 METHODS OF ESTIMATING MALAYAN TRADE,
, : MAJOR COUNTRIES, 1948~1955

(o) IMPORTS (§ mi1)

i ey A e o S i s o B s e 3 A, -
e S e S st e o, D I R B IT B T e e e e W e s ey s
= = f—mind e e T NN M A e e v e e M e S g B e o N W i e e e e W

" Country of Ad justing Rat o
" Origin ! Voog Matle 4948 1951 1953 1955
United States 1) M1/17365 63,0 65.6  4o.3 44,8
ST 41 kg7 51.5 59.7 51.7 37.3
Japan ' 1) 951/3,076 b1 75.3 39,8 73.6
S idi) o 951/38g 0.5 87.% 57.5 107.3
Australia 1)  892/1,648  hag 7.0 81.9  77.8
- ii)  892/583 bo,o 78.5 © 100.1 79.7
 Framce 1) 134/329 2.9 22.5 8.3  13.0
o i1)  13k/102 1.8 20.8 8.4 14.5
West Germany 1) 400/851 0.8 35,7  21.9 3.9

- 44)  hoo/271 Ok 32,5  17.9  30.4

United Kingdom i) 4,148/7,007 200.9 4668 4'392.6v 408,8
~ ' ii) b,148/3,002 167.7 463.0  391.4° L408.8 .

wis BumAGL Dy oW my m
R O B SRR 2
meawe Buogeos s ime o
Wi WART B3B3 R
Coneong 9 s fia Gk a8 %009
LR o e - ¥ B

O , i) is applied to Pan-Malayan impqrts,
Note.jk3at10(§i) is applied to Malayan Direct imports.

; sanfcest AB in Table }c%h’ A

.#73“2 -

T S e A R L R EITRNOECSEES T oo e



TABLE 3.5

Exports to Singapore

Year 1965 1964 1963 1962 1960 1958
Velue ($ m.) 650.0 568.6 540.6 521.3 633.8 449.6
% of Total 20,9 204 20,0 19.9 21,7  23.9

mports from Si ore

Year 1965 1954 1963 1962 1960 1958
Value ($ m.) 274.2  247.9  236.0 242.7 192.2 162.1
% of Total 10,56  9.8% 9.3% 9.9% 8.9%  9.5%

, It must be borre in mind that such estimates of exports to
Singapore, as even in the present day, include gocds whose ultimate
destination, at the time of export, is unknown. Such goods have,
inevitably, to be placed under the same category of exports actually
consumed in Singapore. No reliable estimate can be made of the ultimate
destination of exports to Singapore. Therefore, it should always be
borne in mind that Singapore as an entrepot centre distorts the true
picture of the patterns of trade of Malaysia, as she does it even today.

' Imports from Singapore for years before 1958 has been estimated
"at 10% of the total imports. Such imports, as in the case of exports,
include goods, whose origin is unknown at the time of import, under the
same category as goods actually produced in Singapore. Again no analysis
of the true origin, as even in the present day, can be made. A

2) Present and Changing Patterns of Trade

a)' Trade by Currency Areas

It has often been said that Malaya, inspite of its geographical
size, 18 an important member of the Bterling Area. Many estimates say
that Malaya earn 10% of the dollars of the Whole Sterling Area, Table
3,6 gives the trade of Malaya by Currency Areas. From th? Table, it is
obvious that the balance of trade is adverse for Malaya oniy in-so-far
as the Sterling Area itself, the Middle East Non-Sterling Area and the
Far Eastern Countries are concerned. With all other currency areas,

there is a favourable balance of trade.

rts moré than $250 m. more than she imports from
the dollar area end also exports more than she imports from the Western

European pon-sterling countries, though the latter balance is now being

slowly whittled down. ‘This serves %o emphasize the triangular pattern

Malaya expo

-4 =



BABIE 3.6

TRADE BY CURRENCY AREAS, 1961 = 1965 ( &8

(WL

196

1961

“1ls East Non-Sterling
+ Zzstern Countries
ollar Area

in American Non=-

o
[ d

ISR RE:
e B

=tern Europe
Gontinential)

L8Tarn Europe

an
aT TRy
TR

16.3
: 783‘03

| 255.9
1 19
E 34?5J’

24.4
861.1
157.3

0.6

273.0

1,027.3 1,110.0 1,148.6

47,2
87749

- 145.6

0.6
274.0
18.1
4.9

1,201.3 1,249.0

5.2
 823.8
T146.2  154.0

1.1

15.5

:6e3 4.2

986.8
10.3

454 .7
392 .2

a0 a8

| 440.£fj*
273.« {€
34 .oR

476.6
225.2
319

2,230.5 2,44T.4 2,516.9

2,521.4 2,608,3

2,626.1 2,625 T

8ourcaé”fEXtern317Traaé Eubliéations,




e e e
1961 1962 1963 1964 1965 1961 1;32 ¥ 1963 1964 1965
986.8  942.3  958.2 1,062.3 1,140.2| -40.5 ~167.7 =-190.4 -138.0 -108.8
10,3  21.7  19.8 33,0 46,6 = 6.0 = 2.7 =274 =122 =159
4547 425.0  437.4 458.2 453.2| -328,6 -436.1 -440.5 =365.6 -349.3
392.2  446.9  468.8 507.9 659.9 | 258.7  289.6 325,2 3617 505.8
49,0 41 52,0 63.2 4711 485 405 514 621 45
4T6.6  440.4 4191 4001 398.2 2201 167.4 145.1 117.9 7.
205.2  273.4 29.8 2108 310.0 | 206,1  259.1 273.1  195.5 ,,‘296-2
s a9 STs e 47| 2 w2 526 WA 430
2,626.1 2,625.7 2,704.6  2,780.9 3,102.9 }739536 1783 187.7 25945 4946




) e
5o
e

m 56
, 1961 = 1905 (% HIL ) |
==““——?=;~0 RT Sff?- 0. B. ) | . saTance o TRADE = |
1961 1962 1963 1964 1965 T 1o61 PHI OF TR 1ose 1965
986.8 942,35  958.2  1,062.3 1,140.2| -40.5 -167.7 -130.4 -139.0 ~108.8
10.5 21.7 | 19.8 | 33'0 46'6 - 6.0 - 2.7 - 27 4 7"’ 12.2 | - 1599‘
4567  425.0  43T.4 458.2 453.2| <3286 -436.1 -440.5 -365.6 -343.3
%92 2 446 .9 ' 4-68o8 507.9 659.9 258.7 289 .6 323.2' 35}_'7 - 505 .9
49.0 411 52,0  63.2 471.1| 5 405 51.4 | 52,;7'” 5.5
A76.6 4404 419.1 4001 398.2 2201 167.4 145 1 117'.97 77.5j
aps.2  273.4 20%.8 2108 3100 2061 259. 273.1  195.5 296.2
‘31,9 349 575 5.4 4T 0 2703 282 52,6 391 435
3 [2,626.1 2,625.7 2,704.6  2,780.9 3,102.9 739536  178.3 187.7 2534 494 .6




B 1iko Australis, New Zealend and

 Sterling Area. . M rn Europe and the United States, and the
form of f u?actﬁ§:§eh°§n§“rimpor%s come from the Sterling A;éa in the

'is less. On the oth ainly but our raw materials exports to this area
 Area and Western Bur er hand, we export raw materials to the Dollar
has to use dollars 933383“5 import less from them. The Sterling Area
. Dollar Area., 4 by Malaya to pay for its imports from the

~ of trade between Malaya,

théyatteriz :g %:vz mentionsd before in Chapter I, Singapore distorts
‘the ultimate dastia'e of ﬁal&ya. Table 3.6 does not take into account
Singapore. T 2ation of a good proportion of Malaya's exporis to
currency ;rea§°t§§i the true pictures, Table 3.7 gives the trade by
of Malayas ex,"i ng into account estimates of the ultimate destination
fact point poris te Singapore. It serves to add more weight to the
po: jed out earlier that the balance of trade with the Sterling
Ares and the Far Eastern countries is unfavourable for Malaya.

B  Estimates of Singapore's re-exports with imports from M
(refer‘E_ble 1.2) are subtracted from tozal exporis tg Singapore iigya
added on to the relevant trading areas except for the last item in
Table 1.2 ?Rest of the World"™ wherse it is not possible to distinguish
the countries and hardly worth the effort of a further breakdown,

Table 3.8 shows that 45% of our imports come from the Sterling

Area and 35% from the Far Eestern Countries. On the other hand, only
‘ 30% of our exports go to the Sterling Area and 20% to the Far Eastern
Countries. This relationship with the Sterling Area is a reflection

of Mslaya's colonial past., Commonwealth countries (most of which.are
in the Sterling Area) have a larger share of Malaya's trade. "

]

.'b) ' Trgdé With the Developed and Underdeveloped Countries

R Nurkse in his analysis of contresting trends in world trade
obtained what he calls an "interssting tableau economique™ of world

trade in 1957:

- Exports ofs: |

| ~ Industrial countries to each other (AA) 43%

. Ipdustrial to non-industrial countries (aB) 26%
Non-industrial to industrial countries sBAg 2%

' Non-industrial countries to each other (3B

Total - 10080

P

 §£8 part relevént to our use is the trade of the non-industrial

- elaa  mpeuoh Nurkse's snalysis include such high-thcome countiries
countries.  Thoug Argentina under "non-industrial countried

£

:‘“'it ff;ii}ﬁffggggge;‘“Bquikibrium and Growth in the World Economy",

' (Harvard University Pross, 1961)s 3. 293+




TABIE 3.7

TRADE BY CIRRENCY ARZAS, 1961 = 1965 ( |
.. {Adjusted for Trade with Singapoffl

4ot ot S o IS AU SR ot . T Vst s e T
o - e ——— [t e

QURRENCY AREA - | . .. IMPORTS (C.I.P.) g
' 1961 1962 1963 1964 1965 1961 1962 &

aing Area 11,027,3 1,110.0 1,148.6 1,201.3 1,249.0 |1,761.6  757.1
1le Zast Hon-Sterling 1643 24.4  4T.2 45,2 62.5| 16,1 26,2
: Bastern countriea" .| 7833 861.1  877.9 - 823.8 802,5 | 483.5 44743
wilar Area S ,“125.5 157.3 145.6  146.2 154.6 450.4  518.5

l4%in imerican Nen-Dollar | 0.5 0.6 = 0.6 1.1 1.6 58,1 . 46.4

255.9  273.0 2740  282.2  320.7\| 543.0  50L.4
| 192 143 18 153 13.8| 2815 313.9
1 46 s 6.3 4.2 31.9 34.9

BN

 80prce: as ;anablé




PPofBvoy ARZAS, 1961 = 1905 ( § MIL )
gsed for Trade with Sing.pore)

P

TABIE

387

I : B}
f; ,  EXIPORTS (F.O0,B.) o [ AlaNcE OF TRADE
. B 1965 1961 1962 1963 1964 1965 | 1961 1962 1963 11964 1965
, BB249.0|1,761.6 T37.1  T59.6  894.4  948.3 | -265.7 -372.9 -383.0 3069 =300.7
; B 25| 182 26,2 244 331 56,0 [ = Oz - 18- 2.8 -12.1- 8.5
s [Be02.5| 483.5 44703 458.9  470.2  4Ti.4 | -299.8 -415.8 -419.0 ‘-?3536‘*‘-331&' |
, Biss.6| 4504 51855 527.0 5569  688.6 | 326.9 361.2 381.4 4107 534.6
B 16| ssa s sea 135 56| 576 458 555 T24 54
o BM320.7| 543.0 50L.4 4T84 458.5  457.8 | 2871 2284 2044 1763 157.1
o B 13.8| 2815 313.9 3427 249.9 5770 | 2624 299.6 324.6 234.6 363.2
B 12| 1o 349 ST 454 4T 213 2 62.6 9.1 435
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W , ,
Wiigzéef;g:czésAar%uments‘is synonymous With- "underdeveloped countries,
R S)HS ralig and New Zealand out of the underdeveloped o
vorld ecancmfu ‘T Nurkse emphasizes the "basic lopsidedness" of the
two thirde di'th he non-industrial countries in group E, containing
Tibtle tred e P?Pulatiqn of groups A and B combined, have very
16ﬁ‘§urch§s§ with each other, "... a8 a result, no doubt, of their .
,;3rgféu§e(iﬁéﬁgﬁP0Y§: and low productivity".? "There exports to the .
%o sach othegﬁ.gial) are two and a half timgs that of their expdrts San
-~ Table 3.9 shows the trade of the underdeveloped area from
'~%3455195}b“ Though Ausirslia and New Zealand are classified as
developed”, it does not affect the lopsided pattern of world trade
~ matérially The Tsble seeye vo confirm Nurkse's conclusion that.the
~ ,nadggdqvelaped;caantriaa have very little trade with each other.,

© . Malaya, being an underdeveloped country, it would be natural
- to ask whether her pattems of trade conform to that of the Underdeveloped -
Area.  Tables 3,10 and 3,11 shows Malayan trade with the two areas and
“the countries had been classjfied sccording to the "Yearbook of Inter- s
- national Trade's" definmition® so that we can compare the patterns of
trade with thet for the Underdeveloped Area, = No reason has been given
-~ -as&_to why the USSR and Bastern Europe, eic. has not been classified -
. eitherway. . e

. Tables 3.10 and 3.11, shows also the result of the two methods
Z: : mntionaﬁ 3&1’1191’ or of estimating Halaya's trade. Kalaya's trade S
. pattern does seem to conform to the pattern for the Underdeveloped 7
. Ares as a whole, i.e. trading more with the Developed Area. Even from

‘the 2 different methods toderive trade statistics, before 1958 Malays

. exporte more to the Developed Area than to the Underdeveloped Area, ~ .
. though the pattern is not as lopsided for the Underdeveloped Area as &
" whole., It can be noticed there is a tendency for the proportion of
 exports to the Developed Area to rise during boom years (1951, 1955,
. 1960) and for the proportion to the Underdeveloped Area to fall.

.. Ve mmst examine the manner in which the statistics are compiled -
" and how they may distort the resl picture. Chapter I has pointed out -
 that Singapore distorts the patterns of trade of Malaya. The production/

" consumption being used for our trade, 1% is clear that exports that are
V‘,gfnot*éénsnﬂﬁdﬁiﬁ‘siﬂgaﬁgga should not be credited to that country but S
" the ultimate countries,destination. This situation will be encountered

ifﬂﬁagdiﬁggggfgggin'andrad%ustmeﬁts have to be made to assign exports to
" Singapore to their proper countries of destination. L

SWurkss, ops Oit.s Pe 284

. :?§£§ﬁéﬁfﬁhrkééff@fer3=to {hem s non-industrial countries, the

.group are more or less the same. -

: AiiansfSﬁaiiéficéinffiée,‘“Yearboék of ‘International S

| Héﬁ,&éfk}_variOgs_isaues,VSumggxy A",'", : .‘,v_‘;_,‘:ff



ﬁnﬂerdeve10ped 1948 100.0  100.0 60.9  66.6 27.1  29.1

taken aé importa of the area from the same, .

»various ieauea.fn

TABLE 3,9

TRADE OF UNDERDEVELOPED AREA WITH DEVELOPED AND
UNDERDEVELOPED AREA, 1948-1963
(Percentage of Total Imports and Exports)

z:::::::ﬁ::::::::: Eomm
Exports from/
Imports to

T I e e e e -

to/from . World Deve Oped Under49V910pedrif
Imports Exports Imports E’K‘ports lmports Exports ;

Area S , ,
: 2953 100.0  100.0 66,0  72.6  23.8 2.3
i 1955  100.0 100.0  66.1 72,2 23.7 243

1958 100.0 100,0  70.8 72,3 20.3  22.9

1960 100.0  100.0 0.8 72,3  20.2 22,2
‘J}}1962;t 100.0  100.0 68,3 72,0 20,3  21.8

7}{}1963 ©100.0  100.0 - 69.8 72.6 ¥ 20.6 21.1

&
gt

" Notet Developed Area: Unlted States, banada, Western .
[ —— e o Europe ’ Japan » Australis 3y New Zealand 4
South Africa.»

Uhderdevaioped Area: Sum of regions other than Developed
Area, U.S5.5.R. and other Eastern '
Europe, China (Mainland), Mongolie,
North Korea and North Vietnam, |

L ﬁxports from Developed Area to Upderdeveloped Area taken ::1;_
as. imports of Underdeveloped ares, from the Developed Area. i

‘l)+Exparts from Undbrdeveloged Area to Undardeveloped area

Sonrcess Yearbook of Internaticnal Trade Btatistics,
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"MALAYA : TRADE WITH DEVELOPED AND UNDERDEVELOPED AREAS,
, 1948 - 1965 (3 mil )

g:::=$:=33=33“‘””--‘

[ - —»—nmgrr:==:z===ﬁ”
W S e s e et el N — - ———— T -~
‘ﬁz-u-_--ﬁ__u_“,,“*wuhw&w~_hﬁwgw,u,_-_- =

Imports to/ From/ -

Exports frem -~ to.

- World

: Imporﬁs

Expetts

Developed

Imports

“Exports

Hnderdeveloped

Imports

Exparta,f

- ‘k

‘ _ﬁM&laya f;

f‘1948@,
s
i9  i953,
-~1é55‘=;

"'.  1?{196};f
s

845 6‘

1,868.5

}€242§9 

'V?ffi.éss,l

| f‘é;iso;s
v,;f1962f f2;“47?“
1963 < 2,534,
12,5214

2,608;3

11,1164
3,379.0
1 598 2‘,
2,370 a s

,f}%édﬁﬁ

1,882.9
2,927.3
;é;62§;7_
12,7046
2§780;9'

3,102,9

378.4

 892.7
675.9

R TR
s

724.8
7984

1,072.5
;1,298,1
1,334.3

1,338.2

1;#79@6

765@7 

;796;h‘

548.8
2,275.0

,;’01704   
1,635.7

1995109

17k
1,425.1°
1,111.2
j1;814‘7  
1,568.2 

1,615,7
1,682.3

1,830.6

535,0

B12.7
>909¢4 Q:Vu

i
919.3 1,
765.7
 ‘69&.h{“i 

755-5

1,035.8
993.8
94,3

g10.2
7.9 7

976.9
1,048.4

ﬁfé596 6;
898, 2f

' 798.8
A829.6f
90k . b

a9

j“';‘»’.""Kzzezardiﬂs to aefinitions in Table 3¢ 9'

i Tabulatian ac

' as in Table 30 ‘*, L’ﬁf

cording to Halayan trade/direct trade method.




TABLE 3.11

- MALAYA : TRADE WITH DEVELOPED AND UND ERDEVELOPED AREAS,
‘ ‘ : ‘ 1948 - 1965

‘rffﬁqf{f? f5?s; | (Perceatage of total trade)

3 Import& to;:,ngﬁf7f}?f Worl& ; Develaped o Underdeveloped,i
rrsxparts frcms '4tej, Importa Exporte Imports Expartsa Imports Exports

ks 1000 100,0 W7 g,z 487 WhE
951 100‘6; ;ilOQ,0 7.8 67.3 487 28, 7
',100,0’3~1o¢,o" #338‘ 7 }63g71f1'“52.6H’ '*35.

1955 2000 100.0 9.6 6.0 465 30.0

|  : '36,9 o, éi‘:ksg.o _.42{lﬁ
l~fj‘47.5f}"57 8,gf k9.2ﬂ,»37Q7 _
";Jia7égi 5757. %*‘4§'7;,' “ﬂ;3\;
Csh G b0 38

1§58   ‘1100.0“;fV1oo; M‘ h8;1”in159.o¥}f  45.6 55ff31;771

1960 100.0  100,0 49.9  62.0 kS . 30.7

) N - ;:'filgoﬁg:vf, k, 53‘(3 59¢.'7 | 34-?_.8 3{3 l’-

ffiééﬁfﬁiw ioo;e«,' 100.0 53,0 597 ?‘ 4?'2_12 0. 7

‘ i96§°' 160.0';,~100;07'355.1 605 ‘ 39.&'§ jsz.s;;
o 58,7 36,1 32.0 -




2 o Table 3.12 i | 5
laeoount exPOrts to Sin2&§2r:ftempt fo adjust exports taking into

TABLE 3°12

ADE WITH DEVELOPED AND UNDERDEVELOPED AREAS
_,,1960'-1965 (INCLUDING EXPORTS TO SINGAPORE '
. THR DESTINATION OF WHICH IS UNKNOWN

-~ AT TIME OF EXPORT)

'?;iExports to Developed Area lExports to Un&erﬁeveloped Area fi
Value (8 @.) | % of Total | Value (8 m.) | % of Total
TL 2’1a1»5w | me | emas | 209

?735-4) | 680 1 sm.e | 222
8237 | 614 | 6216 | 2.0
1,880.4 | 676 | . 706.3 | s

| oz00me | w3 | ‘721.7 | oma

' ~3'51  3§3?¢33 £ gu§i1¢ations<on exterﬂal trade.

SR In Tablee published by the Statistics Depariment on “AnalyﬂiB  ;:“ 

S of States of Halaya’s Exports to Singapera“ the exports to developed L
'ercuntries ‘that can be distinguished have been subtracted from the PR

 1’PUnderdevg10pgd Area's share and added on to the Developed Area's share.
A bmakdm for earlier years 18 difficult as no data is available, e

*ﬁji' The exﬁra informatlon frem Table 3.12 emphasiges the fact that
,r‘;ﬂﬂslaya's expcrts more to the Developed Area. ~ If we were to do the
" game adjustment for earlier years, the pattern in Table 3.10 will be
~L‘}m£re grononnced fer the earlier years.

L Tha &ifference betwen Malaya and the Underdeveloped Area is

,ffavery prgngunced in the ocase of imports. Whereas the latter imports ,
. " less than 56% from-its. counterparts, Malaya imports nearly half. Halaya

'giﬁperta ‘more than she exporta from Asianueountries end the latter are

undardavelopad.

Coﬁnt ies

: and Kon—industri

fables 3al3s 3 14 show Halaya’s trads with the 1nduetria1 i
ioh,are part of the developed countries mentioned earlier
1! hsws the aiéustment for. exports $aking into account
ris 1o ‘Singspors. Fourteen countries in +;;
60% of | our experﬁs in receni years.  If the




TABLE 3,13

A TRADE WITH INDUSTRIAL AND NQH-INDUSTRIAL AREAS,
19@8 1965 ($ mi1 )

::2:::::::::::z::::::::::::::::n:::é::t:::ﬁ#ié
, 4 T
Industrial Area’ .Non-industrial ﬁrea :

: Imports

Exports

Imports

Exports.

s 1u6
_ ~f7¢ 3 379. o'

ke
’f;1 174 4

1963 2 534 1?[

“_JV‘1964 a,sal.af~

2, 704 6
{2'?50-9‘
4?{? 3;1§2;91‘

ladyos
f798.0
575.8
666.2 .

'{1,191.#
t'1y176;8
H10303f5‘

527.8

12,130.0
1939.2

1r525.0' 1f\ 875-7>f

”‘(b£6??6“'
1 798;
frfsoé;z

wfsgs;.? ,3&1.¢ﬁgf:

115028.i:ff
,1;673;5" ~
1,&69,77if
1;986;3
1,554.6
yi,67o.7r

509.1
;1t859¢8i;3

ok

1,070.5

;; 96955_ '

1,201.1 1,253.8

1927300

13427

1,344,6

19$5¢6j?

et
fi;bég(éﬁ
889.0

588.6

fi 2“9‘03   f"
659. 0 5;3,
8Ls. 351757»

854.8 -

1,356.6
1,218.3
1,226.9 1

15#324? B

,um’of areas other than industrial.~~

+Kustﬁa, Belgium—Luxembourge, Canada,” Denmark, France,
‘West Germany, Italy, Japan, Netherlands, Norway, Sweden, o
Eﬁitzerland, United Kingdom, United States.

réyrn/Direct trade fatia methoa‘ngf

‘607.3;1‘ 7
wase
o8

8h7.2

?09;2i!;i?g:
1;029,1;¢€ f  
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‘”“”,]g MTRADE wxmn INDUSTRIAL AND HQN-IEDBSTRIAL AREAS,;
e 1988 W 1965
(Percentage of Total trade)

-'f.'::;x: .—.:-;::'::}. =:-.=:::ﬁ:::&::éa:::‘:sm::z:::‘-;gm..szsgsﬁ‘
3 T&taluTrade . Industrial ArearT, Non-industrial Area . =
Iﬁporﬁ& - §xporta  Imports Exports - Imports Exports '_i,

100.0 381 W3 69 s2.7

00,0 k2.7 63,0 53 37.0
= L sB.8 52?6fi55f 
L 61&03

b2
568 357
,, jL‘j5?'};:f;j 45—0~“‘?
‘L°7‘;5¢-9El;ﬁ;“4;4-“'¢

b

' 52.0},,“,‘hﬂ.0
ff 53.oﬂ 
s
o jso;o f - b6.2

thsgdgr, ‘

ed from Table 3,13




. TABLE 3.15

EXP@RI‘STG INDUSTRIAL AND NON-INDUSTRIAL AREAS, 1960~1965
(INCLUDING EXPORTS TO SINGAPORE I'HE DESTINATION OF
- . WHICH IS UNKEOWN AT TIME OF EXPORT)

Exports to Non-industrial |
~ Area R
Value (grﬁil) o % of VTrotal’ -

o 6506 ‘ " 1g00609 | 3[4'.‘"

95660 . L 36"4'

ey 61,7 . 1,064,0 B3

Cews o 10M.6 0 385

st 190 W7




- 'Another factor is that underde

. the Commonwealth.
' of the scrapping of Commonwealth preference will have on the patterns of

”; ftrade.7rﬁBnlesajthere is retaliation by other members, we can be certain
 the pattern of exp
“a lowering of imports Ir f
" patural that when prices of Commonwe
""Rél:inggs(by;inportera!of such goodg) on

e e s e ;

3§§§,§§23t2§:§§:ﬂ§naTable 3415 had been made for the earlisr years, it
e ,%aké;“sg1?9391*f~; On the other hand, more than 100 other y

péint“t§5t§35‘h3n40%;°f our exports. It serves to illustrate
oint that the underdeveloped (or non-industrial countries) S

ade less with each other because their purchasing power is low,

2 ; veloped countries are mainly producers

r( §tfPr;2:§§§§§m3°éiti§5fﬁnd they can hardly find markets for these
commodities in countries at a low level of industrialiestion., This

52§§§:§:1;xg fluotuates to such a great extent. Fluctuations in economio L
:'ifkéif»»3’=t§?§5t”“n*aﬂd employment in the industrial countries transmit
Jehely #T?f  - or decline to Malaya through their imports from Malaya.

. Imports from the non-industrial countries had clways been mere

then that from the industrial countriss. However, there is a signi-

ficant tendency for this to shange, From Table 3,14, it will be seen

f,fth§$ ”9'i5?°r§ an increasingly smaller proporiion from the non-industrial
o 99“?§?i?§!7;.?333 refledéts the changing pattern of imports into Malaya '
L (Ch&p?a ;I;) and the industrialisation of the country. In the earlier
. years :agggfagtureé,gaoés,kararenly & small proportion of imports.
- With consistent attempts to increase public and private invesiment,
machinery and products of heavy industries become more and more important

and these can only be obtained from the industrial countries, Though

_imports of food stuffs (mainly from non-industiial countries) have been

" increasing, as a proportion of total imports, their importance has declineds

For the years 1948-1955, there seems to be a tendency for the )

,rroportian of imports from the indusirial countries to increase more than

we would expect, if these imports had been following a consistent trend,
during the boom years. This is because the import content changes

,during such periods, the proportion of manufactured goods being more.

'd)  Trade with the Commonwealth

' Imports from the Commonwealth (Tables 3.16 (a) and 3.16 (b))
amounts to 45% of the total imports into Malaya. Tre Commonwealth, in
the earlier period of our analysis takes about 50% of our exports, |
though of late, this proportion has fallen to less than 40%. The
Commonwealth is an expression which covers many countries in ths world
at many levels of development and we are to see here how far mutual tariff
agreements may affect the trade between countries. Until recently,
Commonwealth imports enjoy preferential rates of duty. Due to this
preference, goods from Commonwealth countries had been able to compete
with goods from other countries, For example, cars and apparel, for
which there are many alternative sources of supply, have been mainly from

' EmO: " It is still too early to be certain what the effeot

exports will not be affected very much but there will Ve
s from the Commonwealth countries. It is only
alth imports go up, COnsumers in

111 find substitutes among products from other countries,
111 find &3 of | "prand~-consciousness® will not

v







(a? Value (3 mil)

Imports

'TABLE . 3, 16

{iTRAﬁb WITH THE COHMONWEA‘TH, 19&8 - 1965

Exportsk

Imports

240
278

421

L 1bk2.6
. 278.0 -
- 22 7
. 273.0
.3

329,
B .8
o h30.8
Lo52ka7
522,

}01.4'
1 939.9
433,6
626.3
510.1

737.4
©635.2
 6k0,2
1 685.5
7779

o

4 T

370.5

- 750.3

Cij110.9
1,105.7

1,182,5
1,281.5

851.0

784 4
_801.6
921.7

'f'zsz;i

,73@

i Y r' ’Developed Area:“
ea Iﬁparts

Exports

.

, Imports,;

Exports

Total
Imports Exports

{*!19&89“‘

1931
1953 1 33
71955 334
1958
1960
e
1963
o196k
"‘ilf1965;;;§

”’f“16,3 16
»,-5[28‘6  ﬁu
22
L 23,0

ko
13

13,0
1 17
'l?, 3ii3'5 »

20
- 20

9,
“1k,9
15,6
a7,
17,
15,
17.2
17,

27.8
27.1
2644
27,1
1 25.2
2h.2
k.7
b7
25.1

‘?,
9
3.
.8

.0

27.0

1 50.8

43,8
LB.S
49,3

h3.3
5644 |
49,3
49.3
50,1
42,6
37,6
36,6
39.4
38,6

51.9 '
43,8
bs b
43,6
46.9
47,6

"

B 5ealaﬂd* -

*United Kingdom Sou

*After 1962, exclude

géﬂ byiTraée/Birect Trade met

"*z as in Table

th Africa,

8 South AfriCa._

hOdo y .

3&

Canada, Australia, New

kDataLffom 1948-1955f':,‘




%?éiiﬁifiﬁ (a) 3“3 3.16 {b) shows a breakdown of the
gﬁggdéingsTéntq developed” and "underdeveloped" countriese =
: ;ugifaiig‘e“§9§f‘°°“Ptriﬁsr the United Kingdom, South Africay
'éi“iei’f*‘ag _Few Zealand, seem to be falling significantly,
w‘w‘nV;iiiand a8 a proportion of total exports. The exit from. e
5 xyaiféh;Qf,sguth Africs, which takes only bout $70 million
: ”‘?a“;tﬁgfiié}ihg;ﬁ;xiaccougtg for this drop. The United Kingdom
,  Hs§19gﬁ~ad;t.3‘$$hargkofourexyorts, seem to be importing less from
and this accounts for the dropping off of exports Yo the

| , £iff;;;_h :iﬁ;éiﬁé?%hémgtﬁeqdé#éioped countriés have also showed a
- ‘jf‘5153;§i§5¥5”53¢P6f' Trade with the Commonwealth has not been exp ding -
* : ag;fastsag't;ade‘with,othsr,acuntriea.,, o : S

: Vf;Qn”ths“other,hgnd, imports from the less developed countries . .
: 65559asea1th}has‘baen'incraaaing and this has helped to maintain :
'PQ?#?Qﬁjcffiﬁgexts from the Commonwealth as & whole. s
- In this discussion, no account has been taken of the exports ==
pora,ftherdeatination of which is unknown at the time of exportlyix']
or geographical expression which - o
ful as in other instances.

to Singapore, the
“Commonwealth is not an economic
aeanigg,and it will not be as use

o " () Irade with Southesst Asis snd fsle

°’f~'JTradé'rélationships with Singapore, as is to be expected, is

;"#eryfétrong.?u,Exports'%o Singapore, as shown in Tables 3.5, 3.17 and
pore, account for about of

ted how Singapore, as an
ilation of trade statistice
where is the distortion ,
m Tebles 3,17 and 3,18y

t so clearly demonstira

aifficulty in the comp
d and no-

fiﬁtetal*exportSQt
g}l these expor i{p Table 2.3, we saw that
s exports to Singapore are recop
'Vigigpogzg from Singapore, we can be sure a good proportion is not produced
L of“Singapore‘in the trade of Malays.
o the present concepts use
) As seen fro

,.3,15ffor;thé‘anadjuSted exports to Sings O
: o Southeast Asia and 20% of the exports of Malaya %O the
“world. - Of course, &8 we have pointed out in 80 many instances, not
R hese ts are corsumed in Singapore. ‘
"~ gbout balf of Malaya' signed elsewhere
 for consumption. Though no estimates are given for the time orgin of
in Singapore. ~ Though distorting the true patterns of trade (according
to prédﬁctifnrQOnsumption) pethod, it demonstrates the important position
ST No-where is 1
 entrepot centre, poses
" acoording %o
" of the patternms of trade so clear.

1 f‘*Q'VV;;f,?,”,*‘fd'f'1 C somces "Exports to Singapore” and "Imports from

F R 7\~~r5n §§f:%%nt§i§§géwithdgetortion of the patterns of trade should -
. "oﬁﬁsanTex ortg/importa whose destinatiOn/origin is unknown at

e evoopt/import, and which_are,iﬁoluaed,undar'tgp same category -

coiuced in Singspores S B




‘QRAPEfRITH OUTHEAST ASIA AND ASIA, 39&8 196 (s mil)

s tea . woa wms B03

oo 7796 B652 1,06k2  1,110.0 Sk

1953 stio 0 Wog 7ho b b962
1955 - 609.7 607.8  ~ 839.9 s

1951 8600 898.7  1,095.3  1,102.9
f l; 19s3:f;;600f8 :'  —,h37¢3 o ; 82243 : 5 VL ‘557th

':f; ;1955’7%16521?5 - 6216 © . 90L.9 . 77937 |

958 | 626.6 b5 9k2.5 794.9

1960

813.7

[ 1962~ ;  836 1

 595.2

584,5

1,229.9
1,%01.6

1,347.1

1’13900
1,063qé
1,093,k

l j ‘1963 | 76“ 5: | 586‘7i
'*? fJi§6hi"fs643.1 6334 1,29h.2 1,163.6
R 1,2776

",

?7 * ”~: ; ? 'Singapore, Indonesia, Thailand, Burma, Philippines,
::’8abah3 5arawaks Brunei. | o

'fHalayan/Pan Malayan ratio method.

ghalayan/direct trade method.;




o TABLE 3,18

;1T§ADE WITH QOUTBEAST ASIA AND ASIA, 19h8~1965
L (Percentage of Total Trade)

e o ey L T T T e ey L T L

Southeast Asia ' Asi£ , ?:ifﬁ;;
Imports = =~ Exports = Imports - .Exports - .

s 266 ke LA
»yk m.7 25.6 57,0 33;8"F -
 "°\;?'37.0  9.6 g 1 #8.6’;‘f | 31.&"‘v
55 395 26 sk 6

'; 19ﬁ8’§77a2.2<w,"\gy.; 8.y ”,,"31‘1‘“fif~'
o gs M6 266 sB6 326
‘:‘”“'\»‘,1953];ff“:l“’"j‘39‘-‘°f;;; ook 53 3k
yggs M3 Je2 0 BS 32.9;
,h k 1958' _i'uo;s . ~'A 264 ;"'vﬁ 6056 ;  hz.ay\
y60 386 2.3 B ho.6
7“‘;51952;§ 3 sh2 223 53,2 .S
‘ lh«1963,_;>r}0_é;, o 21‘7‘:  | 53,2 ho.&f
e A e w0 0.0

"i‘,gﬂdmputed from Tab1e'3:1?”'

. ; ; ‘ A . , - N o




b

i:?;ﬁ:iﬂtfﬁﬂia‘andiﬁia,without taking into account the =~
(~§6§)f§°n Ofﬁexpprta to Singapore”; account for 23.,5% (1965)

: xpertéfgr;:'aspgq ively of the total exports of Malaya. ~But =
Do éﬂ$)=fo;tﬁr°a351gﬁeﬂ (according to estimates by the Statistics

B o e o v ot dovtiniion e T |
S e e R , acco ) , DR
‘f3(19§5)3§£ﬁthert0tal exports of Mg;Zya.or only 14.6% (1965) and 3203% R

. Bxporte to Southeast Asia (Tables 3.17 and 3.18), as a ,
-/ proportion of total exporis, seem to be fallin; in cheni’years§ Thie
may be due to the methods of estimating Malayan trade before 1958,
~ vhere it is conceivable that our assumption that Singapore takes 24%
. of total exports before 1958, may have inflated the real situation.
éiégtug}lifﬂin the absence of more relisble statistics before 1958, it
. is dengerous to make such conclusions. Table 3.18 shows that in 1965,
: ﬁxyoyts'to‘ﬁoutheast,accauntS'far less of total exports than in 1958,
‘but in Table 3.19, it shows that it accounts for a larger proportiom.
It can be seen here that in more recent years Singapore consumes more
75:4(gre§artiunately) of her imports from Malaya. But before 1960, we e
5:x7havsfggireliahlardata‘on the ultimate destination of exports to Singapore - P
- gné‘aéjuatﬁantscaahct be made to the published statistics, : T LEE

"Asia.  Imports from Indonesia has dropped from $324.6 million and
- $293.3 million in 1960 and 1962 respectively to $7.0 million in 1965, o
~ As a result of this the value of imports from Southeast Asia has declined,
~ both absolutely and as a proportion of total imports. Although S
accounting for about 106 of total imports, stoppage of the Indomesian - .
trade does not seem to have affected imports from Asia materially.. ‘

rlﬁdanesia'a confrontation has affected imports from Southeast

- Imports from Indonesia consist mainly of crude rubber, tin
ore and copra, which fluctuate accordingly to the prices of those
commodities in the world market. The stopping of the barter trade has
repercussions on the Malayan economye. We know the importance of value
added on imports of crude rubber and tin ores. Without such imports,
some of the processing jndustries in Maleya, and in Singapore, came to
s stand-still. This has repercussions an employment and the national
income of the country though an exhaustive study has not been made yet

" of the impact.

: . " With the resumption of diplomatic relatiohs with Indonesia,
the normal pattern of trade, it is hoped, will be restored.

R Exports to Asian countries other than Japan, Singapore, India,

¢ Thailand and Indonesia (before 1963) are, relatively speaking, insigni-

' yrEamE, Most of the other countries are primary producers, snd at

" their present level of economic development have little use for Malaya's

. . of which rubber and tin account for about 75%. On the other

ng ars they are important in Malaya's imports.

“ . : T A ] . o, i e o e e e d a gond
| ore. half of Malaya's imports come from Asian couniries an
fggiiefiziz h:iﬁth959~imparts consist of food, raw materials and simple
k1’7£aﬁ§§actures (except, perhaps, some of the imports from Japan)-

i
N

- ...Qq -



TABLE 3.19

' EXPORTS TO SOUTHEAST ASIA AND ASIA, 1960-1965
. (hdjusted for exports to Singapore)

i e o A e S S e S e o e e M i~ tg Rt
ot g Qo i T M o e R BN ST N -

R fj"zégft.;- : ,,:Southeastléi? o h s ia
71;:;;,f 7;3;p¢rtsr(5,mil)' V%,of Total Eyports (§ mil) %

1960 190.2 65 75k

62 303.1 s 821.7 .

a1k 853.7
13.7 . 932.5

©1,001.7




= ; o Sl
vhe’szzz 2; zhe countries in Europe baing developed and iadustrial S

that‘which exi&t exports to this area follow a similar relationship
7 8% with the Developed and Industrial Areas during the

_4though the proporiion of exports is falling in recent years.
:  §gnditi0ns in Burope affect the exports, and the economy, of
"igiiduring”%ﬁ: ga r%pid post-war recovery and economic expansion of Europe -
T e 1950%s ssem unlikely to continue at the same rate for long.
'rayiLTherefers, ‘this factor, improved technoiogy in the use of raw materials Y

and ‘the iatre&ugticn of synthetic substitutes will affect exports to

#hoon a.n R
. b ?anﬁ nermal“ years, i.e. praportion of exports g0 up during the RRER

Europa being industrial, it is en important market for rubber~f¥?Av

'5 7¥315 ‘area. Exports to Western Europe and Burope (Table 3.22) has veen
~declining in value and as a proportion of total exports from 1960. ir

Mit‘ig<g:gu§d that 1960 was boom year, Tables 3.20 and 3.21 shows a .
R oy for exports to deocline during the sixties. The export value S

of xuhba and tin is unlikely to rise in the future.  This, coupled
”ith he increasing importance of export of manufactured producis from e
, ;11 tenﬁ to make the preportion of exports to Burope even . o

PR E 31ports to Eaatern Europe have been growirg in importanca.
‘Q_}It should ‘therefore be the deliberate policy of the government to
~ a;anaouraga thas, as it has been during recent years,

S Importa from Eastarn Europe are 1ess than 1% of total imports.
s j“weetern European countries, in particular the United Kingdom, has been
‘x>;daminating the Malayen market. Here is an opportunity whereby we can
~ increase axperts to Pastern Burope. Political ideology should play no
part 4in the devalopment of trade. By having reciprocal trade agreements
with BEastern European countries, like Singapore did recently, it may be
'«jfpossible ta export more in return for importing more from Eastern Europe.

__-M

| 37 ;fg) Trade with North America

e R Exporta %o the United States and Canada at first aoccounted for
g7abeut 2&% of Malayan exports. This proportion declined later on and,
" in recent years, is rising. ~ During the late forties and early fifties

 imports by the United States of rubber and tin were unrelated to her
. consumption then. The United States then was building up her strategio
'U,B%ockpile and Ealaya's exports then hed a windfall.

e The Unitad States in recent times seems to correspond to
‘cfixurkge'a case of a country where national income is relatively variable

' 4in itself and,where importg, in additionm, ‘have an income elasticity of
' demand greater than unity,! in which case the relative amplitude of the
 fluctuations in its demand for imports is greater than the corresponding

“r}*;donastic fluctuation
g as a source of

ary producers like Halaya.

cyclical change in the world economy",- especially
Experts to the United States and

i kse’ ap’ ei‘k’, 9.4&95 a b

" fThis, saye Nurkse, is L gartioglarly troubla-4:% i;f




 TABLE 3.20

~ TRADE WITH EUROPE, 1948-1965 ( § mil y
".##’;ifsﬁ;ﬁé:ﬁ::::r:;zzz:":yzgr_;«._;-v&-;_;“'_ o . - S
R N T *~-~5—.,-~.--s---.wz::z:::::::::::’:::::::::\:2:&
wezgirnﬂE§TQPﬁ ‘;‘Eastern,Europe+ . Totaly Europe o
u?¢i §¥ﬂ xports . ;mportsr 'Exp6rtsf, Imports  Exports ..~

"‘ ,”433 j7 611 ;255'“*' | 519,1]_7ﬂ”*
5.3 0 B8.8  64h.5  1,455.7

, k 4;7;' \ fi17.h  ; 493.5,,,‘50qﬁo“~'; {
35 181 545.8 0 999.6

:i i9,Sg  “A6&¢8 ¥i' 209.7~n‘306.5’

Cas who ems nwes
8729 sele 23 357 b0,z 5967
831;2 1{.’.2' . 40‘7\‘ ' #59.6 ,'  ézz,g =

Coekns ks 1211 . Sh9.8 T3
°“f,/999.3 o 8.9  “;1 20k,7  687.4 1,zou;é '
Cgo.3 k3 258.2 82009 959.5
| ;575,1 | 17.35 o 259.3 o 814.8‘ 934.4:

v;f‘gggfg 15,3 18k.,2  78k.b 874.1

688.5  13.6 2712 B866.8 959.7

" *Includes U.S5.S.R. ; | B
. **By Malayan/Pan-Malayan ratic method.
1850 Malayan/direct trade ratio method.

surce: as in Tadle 3.1




~ TRADE WITH EUROPE, 1948-1965
{Percentage of Total Trade)

Importsr

~ TABLE 3.21 ,

o ol f o kvl At

Eastern Europe
Exports,

s

TEnTTmE SRR

. 7 Total’ E
- Imports

= o

‘;-~  g;§.3?‘2 | iQ,} ;[

1%

s ss o ska 0¥

367 03

6 a6 11
39.6 S o'{2 e g
o3 e

f3209’5A 3# #" 0;3
1962 33.0 26,7 0e6
w  i963; ‘}1qk   ¥T 25iO  0.7
196k

5[30;5 o akB 0.6
1965 32

) 5.5
' ao.5j‘o,3;“°2.6

| §5;8‘ ’ k
: § !“01 )
2.2
1.7

35,3

291 2
v77"34t5!131
peb i

247
39
3.8
35.6

- 33,2
31,9
33,6
38.1
31,1 ;

3202

T

43,7
”, 3763

38.9

40.8

.
;‘36.$

34,6
2.4

' 30.9

"Cemputed from Taﬁle 3:20.77_ 7 ‘ "

f‘i ;i£:é9?é ??: ._,




~ TABLE 3.22

L EXPORI!S TO EUROPE, 1960-1965
xcmgms EXPQRTS TO SINGAPORE THE DESTINATION OF wnxca
e Is IIHKNOWN AT TIME OF EXPORT)

7 pe'fﬁ  Eastern Europe tf Tota 1 Cnaeih
Total Value % of Total ‘Value % of Total o
'f~”f‘_ ﬁ3 mil) - - (3 mil) S T

s meh b7 loma s o
et amr  ma a0 e
s mo e s 1em7 b
Cms ans b0 ems %

2547 47,5 112 1,146 3649 L

N
-

x §uf£é$?asin Table 3e1l5s




%erefcre flnctuated widel e
| vy (Table 3 23) during the years
955 mainly due to economic conditions in the former country.

‘tzesizitegic atookpile and the development of synthetic
8 fast 5 rzaﬁona why exports to these countries are not :
o t;@%i t should, had conditions been otherwise.Btockpile
csus fy: ¢ rubber has pegged the price of rubber down and it
ey a,e hﬁ“ that ‘prospects for Malaysn exports are dim. Ly

aiiperts‘fraa‘the “ﬁited States and Caenada are inareasing in

 1?rade with Other Regions

" : Trade with Africa and South émarica is te—date not very
1,:‘1399 ant (Tables 3.24 and 3.25). Imports from Africa form only
‘aﬁeﬁtjﬂﬁ sf total imporis and imports from South America only slightly T
‘ _ Exports (including exports to Singapore) to Africa snd South B
@,ﬁstituta 1.5% and over 2% respectively. Again, because of -
:cf sesnemic éevelapment of these countries (exeept South R

o TTrade by contiaents had been summarised in Table 3.26 for the -
*;«jf‘years 1960—1965. "It can be seen that Asia, Europe and North America
- %ake more than 90% of our exporits and produce also more than 90% of ouzr
‘~;:*'?inporta‘ : Europe and North America consisting mainly of industrial e

1\,jcaun$ries, ths rsascn for this pattern of trade has been discussed:s

SR Table 3.27 shows some drastic changes in the patterns of trade
U dn reesnt years. In the case of Indonesia, trade dwindled to a trickle
.. when she started her polioy of confrontation after the formation of
" Malaya. Imports from South Africa were banned jn protest against her
g partheid policy in 1962.  However, exports to South Africa does not
"TVfBeaa to ‘have been adversely'affacted by such a move by Malaya. ‘

S Trada with Sabsh and Sarawak has been jncreasing so rapidly
”“‘aftar 1963 that there can be no other reason to explain this except the
- formation of Malaysia. Before their joining Malaysia, the trade of the
"“Wma%ofmaunmuwuwﬁhmmwwwoﬂyﬁsmnvam. Exports

. to Sabah and Sarawsk has increased 12 and 15 times (1962-1965). Though
’ ased, imports from o

_imports from Sabah does not seem: ‘to have incre
ézzwsk ‘showed a big Jump. With political union, we ocan expect the

}rade ralationships to be e?en atronger in future.

] icationa of the Patterns of Trade

;f' P rgviﬁug ‘section, we have seen how strong our trade -
elatio 3higgt:repwith s handful of couniries of the indusirial area of .
olat Eurc “and ﬁcrth.Ameri@ac On the other hand, we trade much _

tern pe 8 wvdgvelgped eoun*fiea. Thie phenomsnon is by no meansf;




TABLE 3.23 ,
,gTRABE wzra ﬁoawﬁ AHERICA, 19A8~1965

=zza=a==zgegodg==-_”-

‘orte §~; pf;
,,_,ail % of Total $ mil %

8 Adjuated Export ,
otal 8 mil % of Total B

,A,‘ 263.8 236 - .
7058 2009 . et s
3 2835 17,7 - o
‘,’268.0‘ 2k '~ ;\1 G

"»‘7f 271 8;fjg"1?;3' PR .

gy
i

e 12,3 -

e 3

323 17 k273 1hi6

32,5 165 501.6 19.1
4551 . 16.8 514.2  19.0
485.1 17,5 - 53k 1 19.2
| 53#;7" 20,5 6634 214

‘Canada and’ United States only., ' “{
Malayan/Pan-Malayan ratio method. ‘

leayan/Direct Trade ratio method.

uree-,ae in Tanle 3 150'




TABLE 3,24

! TRADE WITH AFRICA, 1958 - 1965

 ‘"r},gr"':rz'i:‘;g::’l;’#é#=:iz£===:}“:3225:5:=3==:::=:=¢%__> _____ EermmmEsse s oeEze e e esmme
§=Y°3r.’s,xi§ ports Expor ts Adjusted Exportg L
- $ mil % of Total $ mil % of Total $ mil % of Total

,[1958‘i;8.1 | 1¢2’ 18.9 1.0 - .
' f195°g27-8 1 - 2743 0.9 s 9.4 1.3

1963 1709 0.7 Bl 1.5 N 48,5 1.5
;f196&'5323.1 ,' 0.9  48.7 1.8 . s6.5 1.8
',’1955 25,5 c 0.9 39.1 1.3 : 5042 1.3

i

SR _,.j??,*makes into account exports to Singapore the destination:;
~.of which is unknown at time of export.

i;‘ S6urce= as in Table 3.15.
| TABLE 3.25 | ,
. TRADE WITH SOUTH AND CENTRAL AMERICA, 1958-1965

>, 223#: :::::::::;::;zi CEsCnEESTESRSSSTSSEE ZzzosSSE=ss szmrszss=zzmzssssom=zes
-  Impor.ts  Exports Adjusted Exports
- lear $§ mil % of Total $ mil % of Total $ mil % of Total

T f

1958 0.8 0.0k 27.6 . Ll.b - -

"Qlégo 1.2 f:” 0.05',: | 513 1.8 6.9 262
1963 | 1.0 ‘~y“ 0.0k . 57.8 2.1 61.9 2.3
196k 1.6 0,06 67.r 2.k 777 2.8

) ‘f  1§6$1épr‘,' 0.08 : 77,'53;5 | 1.7 6245 2.0

,7 source : ’:aa in rTab‘:‘Le %415
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" TABLE 3,27 -

REGENT CHANGES IN TRADE WITH CERTAIN COUNTRIES
S ~( 1960 - - 1965 )

'Jf Qndcnesi& ‘and South Africa (s mil)

" s, o P =
N R I N NN S s s R s

inécnesia ,‘*f'  - ~_ South Africa
Exparts o Iﬁporta ~~ ~ Exports

:}25.: 183 . 19.9

26,5',‘}“"1‘0.1‘1M~ 15.3
'“ 2.9 N 32,6
0.1 - 239

(EJﬂ_Sabah~and Sarawak (§ mil)

i ~is*:"a:&-z“xtmzzz::s:z:s:::n:z:a:::'=:=:‘==:7=:====== 3:::::2::’.::2:2:: -2 -4
: YearJ Tl Sabah ‘ Sarawak
, §, Imports /f;" Exports : Imports Exports

‘ff-fieﬁ"““;f  S0.9: 04 Ly
?5;5‘jf“‘_f; o 1.1 02 1.o§
'o;:;;;,;rs"; by 5.7 33
’ L 12.9 G  ' ,23.2 157




1. seens ?’0 be ;comvd amo‘ngftnee mmm;w |

f?,,cennt :in oan affeet ths naticnal income of tha 
%o a ;gaat S:ig"gr II.  The prosperity of Malaya depends, therefore,
‘ ‘7*exports to T ind::tiicipenitz in the Western world., We saw how .
o al countries increased duri g
. :“nd 459’*5394 d 1ﬂ8 pericdo of depression. vng perioés °f héﬂ#

H ﬁé &iso 8aw heu traée

S The preseat structure of Malsyan ex
o ports bein what it ia
~f:g§o§r§:§nt ‘lopsided trade Just cannot be helped. Rawgmaterials, 9, s
s areazgd£r°§g°98, are in great demand only in industrial countries.
; :j'eauntriea hica ons that factors are at work, emsnating from industrial“
__— 3 » Which are preventing a fast-enough growth of the export
" demand for products of the underdeveloped countriesng Some of the
.~ fectors put forward by Norkse are well-known to students of economic

~ development:a shift in the composition of output from industries with
& high-rew material content to those with a low raw material content;
- low income elastioities of consumer demand for many agricultural
jj;eaaﬁeéitias, once a high standard of living has been reached; | .growing

- technological advances leading to economies in industrial use of priﬂary;:
~ raw materials, and the displaeement of natural raw materials by ayntheticf
' ;5,aaﬂ ather subatitutes x

——._..—-*.‘_.-—___._,w__wv_vw4<‘,.,_,w”_,u

CE L T Tha“gh it may bs argued how for Eurkse 8 analysis applies to
o Halaya, thara is no doubt that some of these factors are at work, The .
~ fifties is a period of rapid recovery and expansion of the Buropean e
- peonomies and this has contributed to the export growth in Malaya.

'nyowever, ths chances are that such rapid expansion will not continue
- for long. Malaya is then faced with the situation where increased
. export earnings are desparately needed to finance increased importis for

'i(dsvalopment, but axports are not likely to increase in the future.

P R In such circumatances, it might be suggested that trade be
fjfjdevelopeé with countries with which are, have little trade now,
o Suparficialiy, it is a good suggestion for we now trade very little with
" Africa and South America., But the difficulties encountered will be ‘
?"ftreaenﬁeua. Nurkse has suggested that the most realistic alternative. S
,V_ito primary prnduction for export is industrialisation. He distinguishes
' industrialisation which aims at producing manufactured goods for export
%o the industrisl countries and that whigh caters mainly for domestic

7< fmark§tsL1n,tha underdeveloped oountriae.

ey '-;‘, In the firet alternative, the reaction of ‘the industrial
‘*gonntriag gives cause for concern. If the country were %o manufacture

rt goods with a rapidly rising +total demand, these may find o

zthout hurting present pro&ucers thara.« But in such fields, ;ai

‘37,"Patterna of Trada and 3evslepmﬁnt”, °P~ °i*°' PP‘




Andustria) countries have already an overwhelming =
;,gfagﬁaﬁﬂfw, We may concentrate on the cruder amd
8 of manufactures. But these products are likely to

esent high-oost producers in the industrisl countries and
8t policies may be imposed. '

The other alte
bveloped oountries
reason. for the prese

rnative of exporting manufactures to other
does not seem too realistic either. The
nt lopsided patterns of trade 18 the low
nderdeveloped countries. It is difficult
Ry drastioc change in the future. Anyway, most countries
velopme fvplahs{anﬂfindustri&lisatianrplaya a key role in all
- faced with & situation where each underdeveloped country
xport its manufactures to each other! R

It is well enough to talk of industrislisation for the home

‘Barket,  But such a programme needs capital investment which has a
high import content,  The question is how to find money to pay for
such impor 3

~that she has large foreign exchange reserves, but it_isr";;'
- 8ee how these may last forever if no other means were .~

iiffioul
ik

inoresse exports to pay for the imports.

t8 in the face of declining exports. Perhaps Malaya is more




' kf CHAPTER v’

o FROJECTION OF EXPORTS AND ,Inponms

: o After studying the trends and patterns of trade it is
‘1fi:19;:nt to investigate the prospects for Malayan exports’and how 7
1fafp°r9§ may rise in future., Future export volume is mainly a function
Of Production, though other variables, such as izports (for re-export)
and hemereenaumgtieng can, in some commodities also affect export, at
1me8 even more than production, Imports, unlike exports, cannot be
fst“éiﬁﬁ in greater detail than by sections. The import commodities =
are 80 numercus that in a Graduation Exercise of this sccpe,'it‘is,
. nar arth tha effort, S : :

r.ijrojections cf exports are calculated on several variables
future production, import volume, consumption, etc.  Exvort LT
;value has been calculated by using estimates of prices in the Ealaysian  i
"ABN . " the case of imports it is only possible to project the -
ﬁctions, taking into account future consumption needs, o
t, ete. Thia thod assumes that prices of import cammoditiea
vill be aonstant‘ But eeessary if ve are not to be entangled in the ‘

/ i

S P Thia Chapter analysea the problem of export proceeda and hov ‘5;7 ‘
'z7g,th9 latter will have to be iucreased to pay for future imports. SRS

o i Projectians of exports give the estimated total trade of ;
_‘ijﬁalaya by major commodities, Detailed projections are given for the
. 9 major export commodities: rubber, tin, timber, iron ore, palm oil,

"qualm kernels, copra, coconut oil and canned pineapple and juice.

. Collectively these items constituted 90% of Malaya's export earnings
40 the rest of the world. The residual, amounting to 10% of the

foexPorfrsarnings, is projected as a group since it is difficult to have

3 a more detailed breakﬂown. ;

e "* 19¥036°ti°n3 of exports are estimated on the following variables:

i;[,}iPreduetioﬁ 4in Malaya plus imports from outside Halaia minus apparent |

: :{censuapticn in the country gives the export volume. Apparent consumption

| *77.1nelndca»“tack changes, loses through theft and fire and other forms of

- Ot icn and destruction as well as consumption in Malaya. In |
canned pineapple and juice) where production data is not

stg is taken to represent production &ata. R ,

ﬁatisticafnepartmant, Unpublishad Rsport.rr""‘




?heae astiaates sh0a1d not be taken to

:p__}hut rather ‘only i imply a high degree

ndicative of bread trends.

ths cowmcdities here, projections are done with o
In others (tin, iron: ore, and coconut oil) where PS
¢ hgve this done, a careful estimate is made based

n the First Malaysian Plan,

average figure for the past 10 yearé
15 because import figures fluctuate and do not show ,
‘of increase. To take the figures for any year will

".~-£1;arﬁitrary so it is felt that the safest way is to have an averaga

G o “Apparen% oonsumption and atoek changes™ in Tables 4.1 to 4, 9
;”;;‘is abtainad by deducting the "Export Volume" from "Total Available®, ,
;,ﬁhare;this does not show any definite pattern of increase, it is again

iyears bsiag applie& %e future years.

R s In the caae of “F.O B. Unit Price", the most serious diffi-

© . cultie are encountered, there being no sure means of estimating future
- price other than a very detailed study of future world demand and

~ supply of the ¢ommaditiea concerned which is outside the scope of this
. Graduation Exercise., Where possible, future prices are taken from the
o projected prices given in the First Malaysian Plan and a constant rate

‘i“"e£~iacrsase or decrease is applied to the last actual price (in 1965).

R ‘It is realised that projections of. "Export Volume" and "Export
' Value" is by no means ocertain since many unknown variables are concerned
. and, at times, rather, arbitrary assumptions have to be made. However,
flg,it ia ths ‘best snyone can do in-such circumstances.

H5§);7*Ruh§gg Exports ’
kifrojectlon of future exports of rubber must be based on the
srtant variable, a projection of rubber production in Malaya.

 < , il that production is
R Fram ‘the’ roduetion data available, it can be seen
‘,i‘increasing at a very rapid rata, esPecially from 1956 onwerds. As

' it,  The rojsction has been done with data
7ki7frgm '°5 ¢§§v$§ezﬁzs§e§: ia felt thaz in prior years, the replanting
R 141 hi h’yielding clones had not, as yet, made its full impact
‘_;scheme wish. g ~ The production conditions render a straight
uﬁrealistia. In fact, the latter had been first trie
hat the yrﬁﬁaatiea fer 19?5 does not even reach the

%0 be constant, an average figure from data in the past ten LT




oL, Soren rarty pmate ot tht s orscant of satust
Tn his oppaon” baced on “simpls extrapolation of past

S5e mantﬂéf pinion, any forecast "+os must be based on an

; , expected rates of replanting snd new planting of rubber

trees, on the age distrib
reas, « ution of exist trees and
: ‘es Plantad at different times“ %ng °F snd o expseted Yielda

REE : a given rate of réplanting and new
; plsnt, and tekes into account the seven yesr lack between planting and

" tapping a tree, one can obtain for every year in the future a division
‘ yigiticregﬁztﬁatween old trees, immature new trees, and mature new trees.f
[T i a er knowledge of the type of seedlings used, one can deduce
.. “vheir yields. No doubt all these factors must be considered in any
,“icferecast'but it will be outside our scope 10 go any further into the
-details of the industry, In the author's opinion, these factors are-

o ;alresdy,eensiaered when we usa a second degree polynomial o extra cl&ie
‘,_rffutura',‘eduotion. , gr p yn o ? .

Of oourse if one assumea

L

'”Erom Table 4.1, it can be seen th&t our forecast far 19?@, rg;_,r,
) using the atatistiesl method mentioned above agrees, closely with that
;j;}af Cerﬂe' s an& ?aaréakecpers.5

Ele e frIaport volame for past years had been fairly constant except ;,";"
"f9xéuxing‘the,beom.years of 1950 and 1951, 1956 and 1960, when the price
|- of rubber shot up. "With the advent of the steoro-regular synthetic
" rubbers in 1961, t%e price fluctuations for natural rubber have been
5;q,gmarksd1y reduced“ If prices for natural rubber in future years are

. geared to: the relatively stable prices of its synthetic counterpart, .

" 4hen, with no likelihood of any sudden upsurge in rubber price, we can
. expect import of rubber to be fairly stable, though it has declined
_slightly in the last two years due to stoppage of the barter trade with
o isumatrg during confrontation. As such imports in Table 4.1 are assumed
| to be constant at 50,400 tons for future years. This figure had been
ﬁ'f;grriv@d a% by taking the average figure from 1956. .

o  r'“Apparant consumption and stock changes" does not show anj
‘*éefinits pattern, so again average of 13,000 tons is arrived at and!

7;773p§1ied {0 future yeara. Stock changes are more important than
"F4~consuaption in ﬁalaya, even with rubber manufacturing industries in .

ﬁyzw M. Corden, "Prospect for Malayan Exports" in “Political
”Independent Halaya“, op. cit., p‘ 93, ‘ ,

3derden, cp. cit., p; 935

¢ Sﬁeé Jeé; ”The Halayan 011 Palm Induatry in«?Khjian'
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s geiE       j, S LT e e
§;!133d1fficult\to Pr@di°t57So the avaragégig ‘ ;,

xport rece ‘ e
latter are ;g::igigzgd mainly on the price and many forecasts
1t from synthetic now Se Though for better equipped to meet
ie er teohn 1! s+« it is necessary to face the fact
. dy i Fnthmtic rub%eogy will continue to be improved and
g na " &1 ru ber on the world - ;ise, depressing the price of
o cstimates rice t T porket’. The First Malaysian Plan
{ 1970, p; 6k,§:fa;1 fr°ﬂ 70¢ per pound to 55¢ per pound in

omes to more or less fhe'samé conclusion about g i

vziicgetailzd &nalysig ‘of world production ang gg;aiﬁfgre L

'e'a timatesre ationship between natural and the stereo -regular
ro oo 8 Zurplus of 500,000 tons of natural rubber in i1

2o whic h e 61 Malayan Cents ves this would seem to be the

> whic could be sustained - and 50 Malayan cents seems T
likgly figure if natural rubber has to expand its share ofr°if

W'ﬁﬁd'axpaﬁd 1t'm33ts if the projected incresse in autput e

stimatisn of tha export valne therefora, we have used B SRS
Vf:ﬁm 67¢ per paund in 1966 to 55¢ in 1970. The price

'f’ " The implication of such a price aeeline
'equences ‘for Malaya. = Inspite of Malayan production ‘

‘more and more replanted areage comes into bearing, L

inﬁ‘means that we will be earning only $1,312 million with

-

o Im ths case of future tin production it is felt that a

iat sl method to project future production will have little meaning

ase of rubber, tin is a wasting asset and past production

' 5indicative of the future. By taking full advantage of

‘ the last two years, Malayan producers are able
1awer»grade deposits and this has resulted in increased ‘

n. - "However; known tin reserves are gradually being depleted -

if prices remain high 1t will bec(i%e mcreasingly difficult to

1 yroauctien st the ourrent level“

\_'

for Halaya givas ah eatimated
$1,584 million - an increass ef
thia oavers the whole of Halaysia;

ygnrprojections
tons and wvalue
8 4 Kowever,




: pﬂara fo ba rather im at

3ibility of discovery agrnaw aeiziizgt' “

i prospecting has been carried out in

: "+~ Though one must agree with him that
pesSimiam, unless- the situation changes, we e

A1 it were to be realistic, on present

t appears that & gradual |
next few yeara. 3 gradu decline in output is

erefora asaumed a yearl decline of out o
o this estimate is remaina to be Seeg? Pu;h:f : 500 1
_an export volume of 57,000 tons in 1970.13  In
~the whole question of export volume in future
Tt volume. The estimates in the plan gpssumes a
of 2,000 tons for the next 5 years.iﬁ This is
udging from past trends, Even with the completion.
ern Thailand, we have estimated imports to be -
import volume in Table 4.2 is estimated on the “”,
te cf ‘tin from Thailand will stﬂp (refer footnatés ’

52? §3$iﬁﬁt339 *he'expéft volume in 1970 wiil :

‘assumed to be constant from the 1965 figure of
 'ThiB seems to be a realistic one in view of the
of tin in the world market in relation:to demand.

~om T ﬁ_w4 2. it can ba seen that even assuming the present
to continue export receipts from this commodity will decline,r
output. Unless price rises higher, there will be a
lion in export receipts by 1970.

o aad ‘tin constituting 70% of our exports receipts, the
o commodities seems grim, It can be safely concluded .
‘ttle grosyeot of a dramatia increase in future

Projec exports of sawn timber are given in Table 4.3 (a).
roduction data, it can be seen that Malayan production has
i at a very rapid rate, especially during the last few
cted that this rapid expansion will continue. \ o
onf’d'grae pclyngmial has been fitted to project future

) Bagartmant"ﬂnpublishe& Repor:.~:}iflf a
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Tmgorts {7000 tons) -

“otal AvailableT(fﬁOG ;o£§)

S

e

T

0

FROJECTICH OF EXPORTS OF SAWN TTMBER 4ND Ekpngj

1947-1970

L

L -2 2+ 2 2 2P E 3T Tt - mEmED s
. - = BI%SBESSB-ISH-==mﬂ=aﬁﬂﬂ;==== ! o
= - -2 1} E

1957

1958

1959

1960 -

1961

1962

1963

af ws

52044
3 112.0
;f 41594:

- 180

52341

160

503.1

 506.2
C1ek.8

'3gi’§:i\

157 o

543.9

k.3

5k8.2
o

£07,3

R
5o
73k

aks
'f$19.?wf

B

ks

©19.6  20.5 39.0
157 182

7.1

' 915.0
RURS

253
156 -

;‘L3.9T’

547.0

75507
35
759.2

154

S}d,5"blv

566.8" 597.9 N

29.7

‘7;45':”
837.9
240.0 [

39.1 8
16318

1 ééiéf§i~vclnme refers to 1000 tons of 50 cu. ft.

Conifer" it is not possible to
Pthat;guantity‘can}be,obtained,

) .:iTJﬂOTES£v l}¥ Production projection done wi

1'2§L[Impbrté - assumed t
ti)fgépparént Consump

yh}fﬁﬁnit Price:
- increase fronm

as in Table 4.l.

1965 by same percentage as pri

Sources:
Sources

pR——

:E&ﬁﬁéi,daﬁéifdr 1956;1965 refers to "Sawn Timber, Honconifer™.
take the latter into accounts.

th second degree polynolial. .

Since expojn
However, the§

o be constant; average for past 10 years talkeniEa

tion - assumed to increase by 40,000 tons yearly B

‘aata for 195665 obtained by dividing F.0.B. value b A
ice for Sawn Timber 1y



TABLE'#.B

~ PHGJECTIGJ oF EXPORTS OF S4IN TILBER AND EXBO?
e 194?-1970 L

SBEQBB=QE 7 V :
7 ‘ aﬂ-ﬂ-EUHESBEUHBH238I=3==-8B=B=5--ﬂﬂsﬂﬂ-$ ":b

Twoa T

1959 1‘96¢ L1961

5‘*39 | 729 4
i,‘5h8.a 734 # e o

s a8

M965 refers to* “Sawn Tlmber, Nonconlfer" Since éxno"
.os‘lble to take the latcer lnto account.~ However, the B

ect*on done with second degree polynchlal. a
med to be constant' average for past 10 years ‘takenfl

Tu& Cnnsumpflon - assumed to increase by 40,000 tons yearly | o

ata for 1956-65 obtained by dividing F.C.B. value b: e
1965 by same percentage as price for Sawn Tlmber 1




i pEwmTne=mn X "
N —= =-===-:=ﬂa- ='="'a=.=.“=‘.=-ﬂ-..- o
oy '

,,E R, o g E c T E D

1966 1967 1968 1

1,005.7 1,076.9 1 162.0

| 50
. é 1,018.7 1,0
| 3502 3
668.5

66.5 , .
190

lS’nOv glve in 1ater years for: "Sawn leber,
cnly a nengglhle yropcrtlon in- the years

v ge for past 10 years taken. - =

rlése by 40,000 tons yearly from 1905. : A o
;by dl?ldlng F 0.B. value by quantlty exported, Prices\iqr‘iater years‘agsumeﬁ to.
as prlce for Sawn Timber in ualaYSLQn ?laﬂ Lo e




Shipbe cotis for the iss. 15 vasrh el bans Sedits whabLs
R P TE T -past 10 years had been fairly stable
verags for the past 10 years is spplied to future yoars.

_1g?§§?aﬁﬁnt'¢onsumptioﬁ” has been showing a fairly rapid rate
—¥§§§§fi “i#h,increased construction and other activities in
a, we can well expect this figure to rise. The $imber consumed .
alaya is assumed to increase at a sonstant rate of 40,000 tons of

bic feet yearly from 1965. o s

o ffwiﬁhiwo:la demand likely to outstrip supply, prices for sawn
> should rise. The projected prices for sewn timber is assumed
b0 have the same yearly percentage increass as projected prices for the
me “commodity in the Halaysian Plan, e.g. the inorease in price im .
1970 is expressed as a percentage of the 1965 price, This figure is
,;Q@?idegubyg5;t°'gﬁt'the average percentage increise. This rate is
“applied to the price in 1965. e IR

”iﬁééééévﬁlﬁuriﬁg the next 5 years.

 The prospecte for sawn timber seem bright. It offers promising

fféﬁi§{4;5'(E),shc#s'the‘prdjection future export bflrbﬁnd"ﬂf:‘
Production data shows production increasing at & fairly constant-
logarithmic curve has been used for the projectiom.. R

S0 Import data shows a significant drop in the last 2 years.
However, it is too early to say whether this trend will be continued, :
80 the average import figure for the last 10 years ig applied to future -
0. 020 1% is expected that the country will be moving:, increasingly
into sawmilling and the further processing of rouhd timber,”’ S0 we can
‘expect consumption in Malaya to rise, Accordingly, "apparent Consumption®
i1 the table assumes a constent inorease of 100,000 tons from 1964. -

‘1711: [fTh9 price of the commodity is also agsurred to have the same
cted price in the HalaysiantPlan.;u'v

’y@éﬁiyjﬁéfﬁantage~increase as the proje

&) IronOre e ) | o
S 1ron ore, Malaya's third largest export, failed to expand its o
«§f¢auc{1aﬂ"v¢1ume,after 1963, when itse period of rapid production growth
csme to an end, As such, it will be meaninglesslgo project future s
? roduct fon with past trends. The Malaysian Plan*° shows the export
‘yolume declining %o 3,000,000 tons in 1970. No details are given as .
o how his figure is arrived at. —
| '”Lzrffﬁh§ §r6js6ted;prodﬁotion assumes that the same output for 1965
will bé“ﬁsintsined in 1966, after which there will be a oonstant dealine ;

Spetapeten Fan, op. ot B




el T TABLE 4,38

- PROJECTION OF EXPORTS OF ROUND TIMBER AND EXPORT §
| 1947-1970

. : .
‘,,-,a:sus:-unsa:usnn.ttn--aaga.

s.a-aa-zsinsu- L3 - - mmmmssEm = mamm
- ----n--- Iz Ezoa= agag—.--===-—s== =z 2 113 =
A . el == 3

4 ¢ T v & 1

;ghgésf‘} 19577W‘ ;958 71 11?597=7- l?SQii, iéﬁifli;’l9621:{ ;19(v

production §{°0Q;fcns) o ‘1;133;31”1,145.3'i1,151.6 1,177.4 1 ,589 o '1;553;5"1,g§é;5
zports (vocé‘to'ns)' : e 5.7 5. ' 7;5 5 5' ) ,;,.a{' T 9.7
otal Available (1000 tons) ‘ff:i,,,,ﬂlilsa?Q 1,156.7 1,184.9 ,',59h,5 '1,565;sffi;é§é;a

Export Vgige g*aqo‘ s) 18,0 172,53  192.8 5 220.5',4'2é5,5 2824 3051

ipparent Eonsumption and 1,050.7  979.7 . 963.9 - o6k 1,319.0 1,281.1 1,337.2
Stock'Changes‘(fOOQLtgn’ RIS o S ',fjf?;" ’x' e  1%37'T

Export Value (ﬁ mn) Né J‘7" ;11.0:€: :li,7:?v fli;? -15;5 § 15;52 B 2?;9

F.0.B. Unit Prlce ¢ per tcn)€'f il" 6k 60 V'Jf,53 : © 56 ’55 56 ”

8‘:511 d! a on volume refers to 1000 tons of 50 cu.ft. ’
a&uction flgures for 1956-1965 and prcgected productlon flgures ‘have been

ExPortrdata fefers to "Sawlogs, Veneer logs, Nonkonifer." Since data for af
n Jater years, lt is nof possible to take the latter into account.,

BOTES: 1) "Product1on projected with logarithmic curve.
Imports - average taken for past 10 yearss .
A@parent Consumpticn - assumed to increase by 100, 000 tons yearly N

Unlt Price - data for 1965 and before obtained by dividing F.C.B. 9
rom.l965 by sade percentage as that in Malaysian Plan for Round T3

“as in Table 4 1.




PR SRASEEESSaSIRNSRSNINSaNABR
| : : )

1908

| 1960 . 1961 %62 1965 196k io6s | 12966 13967 - 13968 1969

B on0 56 1m0 2ams a [2960 20 2o o0 3

5.5 ma 9.7 9.1 :’, 1.9 1.8 60 - 60 | 60 60 6.0
B oot 15635 1,662.2 1,908 2,007.0 e [2,392:0 2,588.0 2,798.0  3,026.0 3,270:0
-8 2755 2824 305.1 j4l7-l 492.8  s7h.4| 592.0  688.0  798.0 926.0 1

1,319.0 1,281.1 1,337.2 1,497.3 1 «_,014.‘2"; ‘?n.a. 1,800.0 1,900.0 2,000.0 2,100.0 2,200.0 |

B 55 1550 190 vf“é@§3,;f'i2618';'f3¢;é7‘ 3.7 4.3 503 611 738
56 55 56  155  :’ 31 : 54  ? 3354] o 57 6o :"7:153 : 55 -  ],' '(67

v

o cu. ft.‘ e i ,
ed productlon flgures have been converted to 1,000 toms of 50

'7» honzonlfer." Since data for quantluy for conlfer saﬁlogs is
e latter into acceunt i SRR T

ou. ft. B -
not glven in expcrt statlstlcs o

i::—c curve.

| ¥ yearse .
m.'f'crease by 100,000 tons yearly from 1964

Py

‘ T e obtalned by dividing F.C.B3. value by quantlty..

Thoskfﬁr later yeafs assumed tdiinéreésé“
B in Malaysian Plan for Rounﬁ Timber. -~ ko Lo : - :



299£§z§3i§§§rly. It is very likely that, with present known - .
'{ia-%h* : L be the tremd. The rapid exploitation of lmown R
{ffieuigfég,;aSt'fe“ years has exhausted the reserves and it will
i 7@]_,7;9 maintain the seme production in the next few years.

PR ,7,,_ﬁ 1pparen£:cbnsumption for the year sho

L. appe 7 , e past 10 years has shown no :

x;;ﬂde_inigqpattarnaf increase, so a constant figure of 190,000 tons is
: ##?ife; at¢by taking the average for the last 10 years. '

';*=”!~fff”ﬁf55Pfiéé{iﬁ'the Halaysiaﬂ,Plan shows a decrease down to $20 -
B Lo oEToe. 2 , : : per

"]j'tGQ’;FV;97O? The projected prices in Table 4.4 assumes a constant
. ¢§§f$g§9<0f;$17per ton yearly from 1966.

”2 '7??é)';7§a£E 011 and Palm Kermels

S ~ Palm oil and kernel production can be expected to increase
. very :apidly}in,the next 5 years.  Palm oil has been recommended by .
"thefﬁorlda,?nk Mission and recently by a team of experts from the Ford

~ Foundation ' as a good supplement to rubber in the diversification of .
. the agricultural economy of Malaya.. ' SRR :

R R With the Government's active promotion aimed at a rapid 7
72 ”339535i°nv0f‘Kalaya‘s existing palm 0il acreage, in particular to . .
-~ ‘'enable smellholder participation on a large scale,” we can expect palm
01l production to increase. Moreover, if the itrend of shifting from
 coconut planting to palm 01119 is continued, there is good reason to
_ expect a rapid increase.. . D

e j  ?;The projscted production in Table 4.5 has been doned with a
 second dggreerpolynomial. :
A Imperts and Apparent Consumption are assumed to be constant

,,‘fof the next 5 years. Average figures for the past 10 years are taken
. for these. ‘ a -

o  Though production will rise rapidly, a decline of export prices .
“from its present hi Jevel may keep export receipts from rising as

 if'radpid1y as output. The projected prices ingable 4,5 are assumed to
" follow the same decline in the Malaysian Plan,“ a constant smount of
. decrease baing applied to each ysar. .

o : ‘  217“Po1icies and Measures leading toward greater Diversification
" ‘g¢f the Agricultural Economy of the Federation of Malaya", a report by the
" Survey Team provided by the Ford Foundation (Kyala Lumpur, 1963) p. 7.

: 18KBQ9 Swee J0O, op.'cit;’ Pe 2o

 19.rq Poundation Survey, op. citi’ Pe 14
p. 44,

15;20§§15y51&n;91&n,lop. citey P
oy e S

<f;21iﬁi§a‘9?[459 Table 3.2. |

R ST



”Iﬂz"..'.ﬂ"-‘

seoduction (7000 %
Inports (1000

x

“otal Available

TﬁBL& 4 4 e

; PROJECTID& Q"“ IRO OD.E ES(PGRTS AIaD EX:O"?T ’II’

1956-1970

o 11959 ' 1960 ' 3_96:1.1962E ’3.963 :

. ,3*75°-7 5 o, 3 5.733.5 6,507 3 7, 25# ‘

 24795.33,760.7 ;5;5%,.3' 6,733.5 6,507.3 7,26k,

72 3,7?2.31-5,500;é,’6;#35;1' 6;44i.i7 6,581.8
9. -11.6 140.0  298.4  66.2  632.%
99.9 ‘1k0.2 - 163.8  ”,166.2 176}




: '.'l:lqu--unuat.ta-siu-uhac.-:n,-’-s--.su-’-—'----s'

PROJECTTED .

16,800.0 5,900.0 5,000.0 4,100.0

161800.0 5,900.0 5,000.0 #,100.0

| 6,317'0 6,634.2 6,610.0 5,710.0 %,810.0 3,910.0
1487 238.5| 190.0  190.0  190.0  190.0

"158.6 - 131.3 105.8 1821
24 23 22 a2
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tﬁifg:ice Shauld decline as expected, even with greatly

8t amount, ﬁﬁazs can hardly expect export receipts to rise by -
A m 01l hardly seems to justify all the attention
‘a the praeant moment. ‘ R

~P§§i§°te§ preauction data for palm kernels in Teble 4.6 has . .
atant amzunzg:righmic curve. Price has been assumed to decline
a'fks 10 the o 8350 per ton, as estimated in the Malaysian o
fall‘i : case of palm o0il, though production will rise rapidly,
n pr ce will affect to some extent the increase in export o

. ;“It will be seen frcm Tables 4.5 and 4.6 that inspite of
nereassé export volume, export receipts will be only $3.2 million and

$4.7 ﬁillian over that of 1965 for palm oil and kermels respectively. -

?ia&t hopes had been placed. on this industry in the diversification of
yan agricultural economy. In terms of export receiptes, the

faith seems to be unjustifjed.  In light of this, 8.J. Khoo, in his

aﬂalyﬂi& of the 1ndustry,22 has come to the conclusion that even at a

r7ﬁ111 still be more profiteble.  "The wisdom of eantlnued
B 'sis on accelerated increase in oil palm acreage needs to be : R
oriticai”y examined”. 23 "On the grounde of agricultural diversification

: ‘1imited expansion of the oil palm acreage, and support, for this
—axpanaicn should be confined only to the smallholders ... 4

f) _anﬁ

,;;i*" ;: Bxpﬁrt reoeipts from copra will decline in future years, as a

: g!rsﬁult of decline in export volume and export price (Table 4.7).
ff,pro&uoticn of copra has been slowly, especially from 1955. This decline
" can be expected to continue in future years as coconut estates are 5 :

‘?Fafahifting to oil palm; and this shift can be expected to continue.
- Uggqorﬂingly, estate production will decline to 28,200 tons in 1970.;

LT Importa has shown a significant drop in the last 2 years,| o
i'ﬂfmainly as a result of Confrontation which stopped imports of copra from .

" Sumatra. With the ending of Confrontation in sight, 1t is expected

e that the past pattern of trade will be re-established. Therefore,
’”’imycrtﬂ for future years are taken to be at 28,000 tons yearly, an

‘}\?averaga figura for the past 10 years.

e 1s assumed to decrease by & constant amount yearly to the

e Pric
gysian Plen in 1970.

;5f'levs1ﬁenvisaged by the Hal

m 22Khéo Swee Joo, op;‘cit.

5%1&., P12

‘34Ibiﬁ., P xa, 5~f,,,; o -

Rsport by Ford Faundaﬁion Taaﬁ, 0?- cita, Pe 14,
S - 119 - :

price of 50¢ per pound (end assuming a price of $500 per ton for'palg. 911):{ 3

ne, if on no ‘othery .s+; it would be prudent ... to support a gradual .

Estate
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Export receipts from this commodity will decline to $8 million

Q}quggﬁWill be a less important export item than it is now.

;_ﬁcbconutieiff;\»,, :

s :figsﬁiaat? future production and exports are .shown in Table'4;8, i
‘Export receipts will decline in future years as a result of reduction

‘igfp:iéé‘and increassd consumption in Malaya.

;v;;;f?fﬁfﬁn the trends of production in previous years, it has been
‘fourd to be imposasible to have a meaningful projection by an statistical
;fﬁﬁtkﬁdf As such future production has been estimated at 63,000 tons -
- per annum.  Though there has been a shift from coconuts to other crops -
- by eatates, it is expected that production will be maintained through =
. supply of copra by smallholders., Smallholders with coconut operating
& mixed farming system will be expected to plant more inspite of a lower. -
‘aanil;Lyiegérthan palm oil because of additional income from other I
sources.<® | | | *

-~ Appurent consumption has been increasing over the past 10 =~
years and it i3 expected that this will continued., = Inoreased consumption
will meaa a lower export volume and lower export receipts, as is evident
frop the Table., , . , o - I

fff?fh?; 'C§g§ed Pineaggle and Juice
: e  Fe data on production of cannéd pineapple.and juice in Malaya =
~1is available. In view of this, cxport volume is taken as the production
- figure for the years concerned., Projected production has been done
with a logarithmic curve.

- . - This commodity offers bright growth prospects. The Malaysian
- Plan reports that production can be stepped upzéust as fast as foreign
.~ markets can be developed for the tanned fruit. If this were so,
" future expansion will have to rely heavily on this. From Table 4.9,
export receipts from this export commodity in 1970 will be one and a

~ half times that in 1965.

» L ‘ The value of projected exports has been summarised in Tables
4,10 and 4.11., Malaya's present wealth is largely due to its exportis,
 partioularly of rubber and tin. It is thus juportant to note the

. implications of the fact that combined export earnings from these

.+ commodities are unlikely to rise during the next 5 years.zs The high o

- degree of dependence on these two commodities will eventually bde lessened

~ . by progressive.development and diversification of the export sector. :
. _However, that does not mean these two commodities will s{ill not dominate

 the export sector, It does not take much arithmetic to see that even on

" yery optimistic mssumptions for large percentage expansions of other

26

FOI‘&_’ Foundatit)n _TreaIB, CP. Ojit., p“ 14 .

 Zgalageten Plen, op. oit.) D 4he

28y, laysian Plan, ops cit.s Pe 430
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; mm 4.9 , ,
PRQJECTIOH OF C ANNED ?IMAPPILE AND JU'IGE EEOBTS m EIPOBT i

A . C :fm;,.. UAL

1957 1958 1959 17,9607 1961 "',1962'7 -

) Mnétién (r000 tons)t 26,0 28,8 270 32.8 328  35.6
(2) Inports (1000 tens) | = - - e e = -
(3) Total Availa'ble ('ooo tons) 22.3 26,0 28.8 2_7;.1»7 732:.87 32;8‘ " 357,;6
(4) mm Velume ('ooo tons)  [22.3 2640 8.8  27.1 312.8.3'2;8_ ,35.’6, :'

(5) A arent Consnmptien and 1 ' L LT e
Stock ch&nges (000 tons) me.a. D8, N8B: DNeBe NoeBo Nele MNeBo

(6) Export value (4 mid) - 19.4  19.8 24,7 21.6 26,2 26,2 28,0
(7) P.O.B. Uni't: Price ($ per tcn] 345 755 851 795 T4 116 65

e xo predaction data 13 available, so export ﬁgures are tabn as .

"Botav (1) Projected production done with logarithmio curve. i
sl (2) Puture price assumed to be same as that for 1965 as in

Sonrces' as in previous table.




B TABIE 4.9 | | »
QVVJUIGE EXPOBTS AND EXPORT EARNIHGS 1953 - 1970

i ———— 2 e s st . e e e e e . S e e i S e . s s 2 08 S ST et S
——— w T e
= b — e ey e T T T SR S I I S S T R SRR T R BT

Bec . U ‘Wﬁ5~;,55m,,,:”NKM;,;W;A,;W%\&'_ PR OJECTED

g

;{;9 1960 1961 1962 71963",1§64 1965 | 1966 1967 ,,1968f :i969' 1970
M1 2.8 328 35.6 36.7 42,9 53.0 | 55.7 61.5 67.9\ 7541;",33'9'
R e e e e et e b e LLeEE LA

B s s 36 367 429 530 | 55.7 61,5 67.9 75.1 83.9
B1 28 328 35.6 36,7 4249 53.0 © | 55,7 6L5 67.9° 5.1 83.9
. n.. D.a. na. Das 1 n,é. ii,a';.' S na. n.a. n.ﬁi.33%’1,:}1‘;ai.'f Cna.
26.2 26.? 28 00 29 04‘ . 33’1 : 40’5 - ‘ 41.8 | 46.2 51.0 56.4 | 65.0
B. . 6 765 T5 757 132 | 181 750 750 5L 751

figures are taken as those for production. |

i logarithmic curve. o . 1

e as that for 1965 as

in Malaysim Plan.




B BE 4.9

B surce ExpORTS ATD EXPORT BARNINGS 1953 - 1970

1966

1967

Nl

26.2

DB
26,2

ne.a 0’

28,0

nade
29.4

na.
33.1

405

79 716 765 45 5T

750 |

55T

55.7

557

‘Do

41.8

751 |

61.5

61.5
615

NeBe

46.2

751

51.0

e

751

meds

63.0
751

L logarithmic curve.

: u as that :for 1965 as in }&alaysim Plan. |

tigures are taken as those for production. |




 TABIE 4,10
vALnE om EROJEG%ED Exroﬁmsg 1966 - 1970

1965 1956 : ;19671 . 11968 .. 11969

: mm«!m ——— - 3 = '
.‘.“-3 wm-am"mgsﬁm .__———ﬂm'zsa:m-smgzsazmzwz====

- 11970

'Lnﬁpbgrf;-é—,p;g

19511 S V‘f L

B Baine : ,368 3.3, 380.7 1,367 1 1,351.2 11,332.8
| i‘Tin° e YV'871.8 796.5 . 7729  “761.1 i 14344 T25.7
: Saﬂn ?imber 58;7 : 65.5 e ?407 84 Ql 9495 o 106 074:7
| Bouna Timber - ‘30,9‘?,,'33;?'.55 a3 50;1‘f°j'61.1 138
% 'Ir°n °’“ | ,{"151q3"ﬁ7n158-6 j;‘131.3~’ "105.8 © 82.1 - 60,2
‘*,felm Gil | fffflOG.O‘;'fllO.l 1144 1119 12 1092
raln Remels 8.7 - 110 118 126 13.4 . 13.4
"‘quna  ‘ | © 164 121 1 10,0 9.0, . 8.0
- Goconut 011 “7~16.4- 12,5 10.4 8.3 644 4,6
"Canned ‘.Pineapple . .
a!ﬁ 3‘&1@9 4‘905 _ 41.8 40.2 5100 56 04 6300
Others 4211 447.7 496,93 550.2  607.6 669.1
~ fotal  3,095.8 3,071.2 3,079.1 3,096.3 3,117.9 3,144.9
' “'f"‘l?;-ojecfkledf by value with second degree( polynominal.
- gource: Tables 4.1 to 4.9, ety
o : ST ‘ - T sr;r’AKAA
ITT M.
S‘{‘AKA
ITI M.,
STAKA,
ITi M.
>TAKA
. ‘3' ITI M.
SIAKA
ITI M.
STAKA
ITI M
TAKA

iT i M.




@AELE 4.11
PEEGEIEAGE OF PR}QEQTED EXPORTS TO TOTAI., 1966-1970

N o sl A (i S A KRS A

1965 1966 1967,,4 1968 :1969. 1970 77

Rabber ,,;—;'44.2— 45,0 wa 436 4201 BT
C@a 0 2.2 25,9 25.1 . 246 23.8 23a
,'}"}Sam Timber 1.9 2.2 2.4 . 20 3.0 34 p
"*,Rgmé Tmber 1.0 L 1.3 0 1.6 2.0 2.3
| Ironore 5.2 - 5.2 43 34 2.6 1.9

| mmon 34 3.6 3.6 3.6 3.6 3.5
i )z',?'Pah Kernals 043 0.4 0.4 0 ,0;4‘ ‘04 =
 Copra 0.5 04 O . 04 03 03 .
 Coconut 041 . 0.5 0w 03 . 03 0.2 0,

 Gamed Pineapple 1.3 1.4 1.3 1.6 18 2.0
| and Juloce P . .

s others © 13.6 146 16,1 17.8 19,5 2.3

1 motel  100,0 100.0 100,0 100,0 100.0 100.0

. Computed from Table 4.10,

;;—1%6-



omiodities, the main burden as a provider of foreiss cscmane. cirr
et a provid bl ¢ n ex :
1“fa1¥g£593e two commodities, provider of foreign ?‘QEﬂnsﬂ will o

o S e Ak ‘ ded : ing industries in Malaya offer good
e §§9§§§¢ts Of growth. These items form & large proportion of the value
wf33f§,315f§?;90mmodities than the traditional primary export commodities im
v lable 4410, As the country becomesmore industrialised, we ocan expect -
R this,qe°t°:'t° 8rovw in importance. , L DR AT

PO ‘The other commodities with gboa growthi e R
Ty e O« rroapects are timber
o ' §na'canned~PineaPP1°" However, it is difficult for increases in this S
';,v;;t°7ﬁff39t the,declina in the main commodities, : i R

'*ufg;?)7u1?;6”éé%iénanfrlﬁ o@fé, :

o .. Unlike exports, projection of imports is not 6 simple as it =
- has to take into account many factors such as investment, national

~~ -expenditure in future years, rate of import replacement, etc., some of

.. Which cannot be determined. - While an attempt has been made to project

- imports by sections (Table 4.12), we will only deal with a general ‘
- discussion on future imports. - = S

e Nearly half the goods and services Malayans consumed in recent
7 years have been imported from abroad. The need’ for imported goods will
- continue to rise in future as Malaya's population, income ‘level and

- degree of modernisation increase. = Corden argues that if the population
18 growing at 3.2% per annum and if "... national expenditure per head :
. stayed constant and the proportidn of this expenditure, whether private
~ or public, which is 5pggt on imports did not change, imports would also

, grow at 3.2 per cent", In fact, he says, expenditure is not likely

. to remain constant because there will be a rise in consumption standards
and 1t will be necessary to incréase the rate of investment in order to

‘maintain even constent incomes per head with a rapidly rising population.’©

5 Table 4.12 on the projéct of imports show total imports rising

" at 3.7% per annum and Table 4,13 shows the planned increase in Total

. Expenditure. The data in Table 4.13 are the author's own estimates.

" 'No seperate figures for Malaya alone is given in the Malayan Plan except
. for those on investment expenditure in 1965, In light of this, the

" other data on expenditure for 1965 and 1970 are estimated from the

g " HMalaysian figures by applying the ratio which Malayesn investment expendi-

- ture bears to the Malaysian figures in 1965. The Gross National Income

" for 1970 'is obtained again by applying the rativ which the Malayan

i figure bears to the Malaysian one to the projected total in 1970. The 7

%,“>f;‘populatioﬁﬂfor 1970 is estimated by assuming a 3% increase per annum from

E 3 1965, . o ‘ ‘ : :

o~

S 9 & 30’.H. Gorden, The‘ﬁalayan Ba1aan‘of Payments Problem in
Silcock and Fish, op. cit., p. 2. .




o TABIE 4,12 |
PRGJEGTIOB OF FUTURE IgiPORTi 'l;'! COMP&ODITY SECTIOKS
o : mi R

b A o—mMMm::mgammm m T mmmaauma“mamsszzmﬂ

1965 1966 1967 1968  1969.....1970

59"*’-‘;"“ ‘°   513'9 632.3 6513  670.8 5690.9‘“5711;6?]
| section 12 60,7 610 615 619 623 627
1 'SW“W 2 . 229.4 234.0 238.7  243.5  248.4 2534 L
;‘Sectim 3 7174.2 1794 1848 190.3 196.0  201.9
~ Section 4 148 0 15.2 15,7 16,2 16,7 17.2
}:‘Sectian 5 208;3 | 216,5° 224.6  237.0 2018 250.9
 Section 6  510.2  533.2  557.2  582.3  608.5  635.9
]  Section 7; - 580.2  609.2 639.7  6T1.T ” 705.2 740;;6 |
| sections  165.2  172,7 180.5 188.6  197.1  206.0 o
| Sectim9 | 513 523 533 543 55.3  56.3

| motal  2,600.3 2,705.9 2,807.3 2,912.6 3,022.3 5,136.5

F,f';earigt | , o o
8 Percentage o L » | A . .
\'In§reasag e 4378 43.T% 43.8% 43 8% +3.8%

. compu:bed :rrom data m'Monmly Statistical Bulletin', .

';}"_;?123;‘ fﬁ:,ff~“f"



TABLE '}l cl}

PUBLIG AND PRIVATE EXPENDITU@ ‘MALAYA
1965 and 1970 ($ mj.l)

— mﬁna o ] &3&8:&3"‘& Ly &2:23&3@:"3““3‘:“ H:-‘-‘!! , 7
Rt 19657 , 1970 - Growth per R

{  Consump f . 5,484 7,510  6.5%
~Private' a2 5,146 6uf
 Pablie 1,276; 1,765 6.84
rmvestmenf E;genditurﬂ g 1,645 1,811 4.2%
CPrivate ;7 860 | 1,196 6.9%
 Public . 605 cEu . 0.3%
motal Expenditure 6,949 9,320 . L 6.0%
{»Gross National Income : 7,663 B 9,398 o | 4.2%
"tInvestnent/G.H.I. | 1911 19.3 -
Population (1000s) 8,052 9,534 ' 3%
}, Expet(;d%tt)zn ﬁsr"ﬁéad | h " 863 1,007 3.1%

Source : Computed from data in Malaysia Plan, Refer

{

rext,




.+ he assumes the import expenditure ratio to increase. He argues that
- the demand for imports is likely to be income elastic and the import

" consumption”,
 at a rate of 6% or more per annum! - Though imports will increase faster

"7?ﬁitura iaerease because thare will be some import replaeement.

- Thcugh there may be some rise in consumption standards, imports are

"¥ffﬁnpublished Report

o Accnrdi to the estimates in Table 4.13, total expenditure
‘;'increase by 6% per annum and the expenditure per head will increase . -
%0 $1,007 in 1970, a growth rate of 3.1% per annum. If expenditure
per head were to incrcuse, then we can expect imports to increase
;faSter than population., But Corden's assump%ion that "demand imports
will grﬁw oven faster than total expenditure™”™ is unrealistic because

 oontent of iﬁggatment is probably greater than the import content in -
If we take his analysis, imports will have to grow

i:f;than population growth, it will not be as fast as the rate of expendi-",‘f'

?~7Tabla 4 12 is projected with the following assumptians‘

~ 8) Section O - Food and Live Animals - 3% growth
~+  per annum in oonjuncticn with the estimated popu-
 1ation growth.

b) Section, 1 - Beverages and Tobacco =~ an
. increase of $2 m. from 1965 to 1970.,

. ¢) Section 2 - Crude Materials inedible - 25; o
growtih per annum, -

“'d) Section 3 - Mineral Fuels\- 3% growth per
annum, v : ; e

) Section 4 - Animal and Vegotable 0ils and fats ,
~ 3% growth per annum. - \

f) Section 5 - Chemicals - assumed to maintain
-~ the sg;? proportion of ‘total imports as in 1965,
- d.e. .

@) Sectiom6 and 8 - Hanufaetured Coods - 4.5% |
‘s growth per annum. ,

' h) Section 7 - Machinery and Transport Equipment
- 5% growth per annum. .

i)  Miscellaneous transactions - an increase of $1
';million yearly. :

’Projection for food assumes a growth rate of 3% of per annum,

ill -
~_1ikely to be the same as that for population growth because there w -
be soge import replacemant, though it is difficult to determine the exaot,

§
; i
i

‘:f 31 & 3ZCorden, op. cites Do 112 ]

~ 33projections for (a), (v), \(e) (f) and (i) are based on an L
o ; on projected trade of Malaysian., Source: Statiatics e
'lfﬁ'ﬁapartmsnt. The rest ere eetimated by the author. ~ - , R




' leaving a wide

:;E:::;ti~T§9 H#layBian Plan emphasizes on expanding production for the
c ngt and opportunities for such expansion are extremely
 favourable as the nation produces only a part of the food it consumes,
- leaving range of possibilities for import substitution.’? W
f;t§e e5ta§1i§h$ent of flour and sugar mills, ghis will be realised. i;?
~ dmport of sugar (amounting to $60 m. yearly) were reduced, we can - ,
e;pect igport'ef food to maintain the same rate as population growth,

‘... Rice forms 8% of total importe. Though there is a phys
"vliaitrﬁa production set by suitable land availabfe, it is exgezggdical

‘,‘ithgtyﬁalaygn‘production will keep up with the increase in population.

- Corden estimates that assuming a production limit of 850,000 tons - ,

(milled rice equivalent), and then related to the average of production

- in the last 2 years, a 44% potential can be obtained. If consumption

"[‘,Gfﬁﬁsfgt:3%%fper annun and imports stay cggstant, in 8 years (from 1963);'§77
~rice output will have reached its limits. ‘That may be so, but in

"Lffthéinégt 5'years, that limit will not be reached yet.

~ The Hal&?sian Plan envisages extensive irrigaﬁion works Which' 7ii°

-, will add preatly to productive capacity. If these plans are realised, .
rice imports will not be faster than population growth. Imports of

- other food items, such as fruit and vegetables have not increased very .

. much in the last few years so that (with population growth) there must

- be a decline in the import/consumption ratio. o o

411 in 811, a 3% per annum increase for food seems realistic
enocugh., ' _ o :

; There has been a significant import replacement of items in
“Section 1, mainly due to development of local manufacture of cigarettes.
It is therefore expected that imports of beverages and tobacco have only

a:alight increase of $2 m, from 1965 to 1970. It is expected that
increases in production of locally manufactuggd tobacco and beverages
would level off rate of increase of imports.

The import content of materials in Section 2 is mainly for
further processing and re-export. On one hand, with the increase in
processing industries, one would expect these to increase; on the
other, development of such industries in other countries will mean a
fall in such imports, A 2% increase per annum is expected. However,

with the completion of a tin smelter in Southern Thailand, this may be

a bit unrealistic.

|  About 60% of net imports into Malaya consist of manyfactured
goods, excluding processed foodstuffs, tobacco and petroleun, Clearly

~ 3%alaysian Plan, op. cit., Pe Be
" 35%orden, op. cite, p. 113. L T
B 3§;ta¥is%ieesbepgrtment, Uﬁ?ublisﬁed Report, 'w‘ _
 3Tgorden, op. oites o 1i6s R
it 1%l -




for private investment it is 6.9%. The assumption of a 5% per annum
growth rate for Section 7, therefore seems quite justified. '

'fgi369@3~import replacement, in the sense of a decline in the ratio of
- imports to total consumption, will be necescary to prevent an increase
-in total imports of manufactures, Though the Plan envisages an

acceleration of the process of industrialisation of the country it is ‘
unlikely the total increase in demand for manufactured goods can be met,

~ ° Though consumptlon expenditure (Tabie 4.13) is expected to increase at
& rate of 6.5% per annum, a projected rate of increase of 4.5% for

Sections 6 and 8 seems realistic enough. Imports for these will rise

faster than the population growtn but not as fast as the rate of increase

of consumption expenditure. There will be some import replacement as

- from the assembly of imported components industrialists move to the

manufacture of some and eventually all of the components in the country.

~If the plans for the industrialisation of the country were

' real1sed, imports of capital equipment will increase. Though it may

be possible to replace manufactured goods to some extent, this will mean
imports of machinery to produce the goods, The import content of
investment in manufacturing is likely to be much higher than that in

~ either agriculture or in most forms of social cverhEad,§3 since there is
- no likelihood, even in the distant future of Malaya producing machinery.

Table 4.13 shows that the rate of investment expenditure is 4.2%; and

TABLE 4.14
' PROJECTED IMPORTS AND EXPORTS, " . r g
1966~1970 g
Year Exports | Imports =§:§§Z::=z;=;::::ﬂ
1965 | 3,008 2,608.3 o+ 487.5
1966 3,070.2 2,705.9 w3653
1967 3,079.1 | 2,807.3 + 271.8
1968 3,096.3 2,912.6 4 183.7
1969 3,117.9 3,022.3 + 95.6
1970 3,144.9 | 3,136.5 4+ 8.4

L 38gorden, ops oit.s pe 1164 ‘ S $ ‘J‘ P
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~ of the country were not to be hamper, imports must not be restricted.

% _ 1  Table 4,14 gives‘in,summgry form, the diﬂcussionrin the Ghéytéf;
o far.  Bxports are unlikely to increase in value in the future. But =
~on the other hand, demand for imports is growing. If the development -

 However, can we pay for the imports? The balance of trade has beenm = -
- favourable to Malaya all these years. It appears that in even, we may
. mot even to able to pay for merchandise imports from export earnings. \
The situation is serious and measures will have to dbe d to increase

- export carnings.

. ¥

LR



: ”; ,t§§ss't*° ecmﬂgditiea; there seems to be hardly any other to rely an. if f

CHAPTER V'

CONCLUSION

‘ , ~_From our study of the trends and patierns of exports and
- future exporis, the prospects for the export sector seem dim. We
- are slowly but surely moving into balance of payments difficulties
as, while exports seem unlikely to increase very much, imports are
_more and more needed for development. The boom pericds of the 1950's
- Seem unlikely to occur again as the price of rubber is beihg pegged :
_ down by its synthetic counterpart. The traditional reliance on rubber -
~and tin for such windfalls have to be done away with. But, without

,  Such difficulties are currently reflected in the move to

' gtilise every mean to raise enough revenue for current expenditure and
- development, for instance, the scrapping of Commonwealth preference to

raise the small sum of $27 million. Fervent attempts are also being

made to raise overrsas loans to finance the Malaysian Plan at its

- envidaged scale, A ' ' ' :

o Rubber and tin have been traditionally the pillars of the
Malayan economy and wirdfalls during the past 19 years are mainly due
to them. Though there may be possibilities of expansion in certain
of other exports, thers is little sigh of large enough increasses or
unexploited possibilities to compensate for the decline in export
proceeds from these. two commodities. Increases in iron ore, timber,
canned pineajple and palm 0il exports have been spectacular. Yet, it
is difficult to see how, even assuming they live up to the best
expectations, they can solve the problem., Efforts are being made to
~develop manufacturing, but there is as yet no clear evidence that the
- manufacturing develgpment 80 far has bhad any significant effect on the

balance of payment. Even when bearing in mind that several years has
lapsed and the situation has changed considerably, Corden's conclusion
“that ",.. manufacturing is unlikely to have a significant favourable
effect on the balance of payments within the next five years or so",
8till holds, though it must be added that it is due not so much to the
‘dim prospects for large-expinsion as to the need for imports such an

- expansion creates. Imports of capital equipment has increased
S remendously during the past few years and the net saving of foreign
. exchange from mamufacturing for import substitution seems small,

S ~ Tharecon0m1¢’pdttern of Malayan exports is such that if the
 rate of economic development were left to be determined by the rate of

1

Lo

“  f3%w§_?ﬁ;ﬁ‘5¢o:den."bp; cite, pi 114, f _.‘;ff7”'




r§§§wﬁv~qfﬂf0reignbdemand, the pace of development must be unnecesaarily :
ﬂ?V@;§”»Since international trade cannot be an effective "engine of
sconomic growth", some economists in underdeveloped countries have
raﬁapted Nurke's emphasis on "balanced growth®- a co-ordinated develop-
?a1 ,§gnt‘ofllocglringustries in accordance with the growth and structure of .
e a?meStic»éemand. But the acceptance of such emphasis does not mean . -
ihat‘fQ?elgnjtrads will have no part to play in economic development,
: Ths very application of the Nurkse formula for growth will require a
- tremendous inoresse in import requirements. The available stock of
~ capital equipment and other resource imports in Malaya is at present
~ Btill insufficient to be able produce for the home market. The "hump"
- ,in‘igport demand is unlikely to be a temporary pbenamenen.5 In some
~ cases import substitution may be physically impossible because of an
insufficignt diversity of resources and the present level of economic
~development and in others it may be unduly wasteful. It is difficult
‘;‘tg‘see how even in the distant future, imports of many categories of
, f'capital equipment can be substituted with local products., It ray be
- -'possible to replace consumer goods but this will entail increased Rt
~ imports of machinery and other raw materials which Malaya may not be
~able to produce. SR o : _— =

- History provides us with very few examples where import
requirements of an economy hgve been reduced in the wake of successful
development. A U.N. Report® analysed the import requirements of 8
semi-industrialised countries. Whereas before the war, this group
imported 4 categories of goods: raw materials, semi-manufactured goods,
capital goods and finished consumer goods, each of equal importance,

~in 1954-1955, the share of capital goods had increased while that.of

- consumer goods declined. "A similar development", the Report Opines,
‘"may be expected, at a later stage, for the non-industrial countries”,”7
With the strong desire in Malaya, as evidenced in the development plans,
to accelerate development, it is clear that the need for imported -
capital goods will rise.

: In the case of Indis where exporits and imports of goods and
services amount to less than 10% of the national income, it has been
ptressed that in terms of its contribution towards that country's
development, international trade is playing a much more important role

L LR 3Hanmohan Singh, "India's Export Trends and the Prospects for
'Self-Sustained Growth", pp. 1-5. Though Manmohan Singh's arguments
are for underdeveloped couniries, some of his arguments seem applicable

. to Malaya; though, of course, modifications have to be made.

f fn4‘%,5ﬁanmohan Singh, op. ¢it., p. 2. R |
ii,fr '7f§?rendé in International Trade®, op. cit., pp. 45-50.

|
*
R
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. the gross domestic product? In order that development be not held up

 provide some of the vital needs for our tountry's development., How-

 foreign loans for long. Loans ultimately lead to higher service

s - last forever. It is true that Malaya, under the present currency
.. - agreement, can utilise $300 million of the forsign assets without e
. having to reduce the money supply. But how far will this amount go? .

"*—f'inéreaéad~~ ports for development seem to fall on expgrt earnings,

*¥chan is suggested by such a ratio.s What more of Malaya where imports .j'
- form half of the goods and services consumed and exports also half o B

" by bottlenscks in the domestic sources of supplies, imports have to

, ever, imports have to be paid for either out of current export earunings,
or withdrawals from our sterling reserves or a fresh capital inflows,

Lo - From our previous analysis, current axport earnings seem
increasingly unlikely to be able to pay for imports. Capital inflows
- are now deliberately courted and the response to-day has been far from
discouraging. = But it is difficult to see how Malaya can depend on

~charges and repayment obligations and it seems to be postponing presen
- problems, ' o

The often flauntered foreign aeaets,féaidﬁto be able pay for

over one year's of imports at the current rate, cannot be expected to

VIn'therultimate anai&sié, the main burden of»finéncing"

~which is incapable of any spectacular increase.

s

B’Ha.nm anmohan Singh, op. eitsy Pe 3o
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