CHAPTER 1II
INTER - REGIONAL TRADE

'‘Inter-regional' trade, in this chapter, refers to the
trading relationships between Sabah, Sarawak and Malaya. It
sho be noted that,Sabah and Sarawak form 3 separate custonms
arcas” at the moment, although arrangements for a common murket

are well under way.

The Bxtent of the Trade:

Trade amongest the three regions forms only a relative-
ly insignificant part of the total external trade of each of
the three regions.

The following tables will indicate the extent of the
trade that exists between the three regions. They show the pro-
portion of the total trade of each of these regions which is
accountad for by trade amongst themaselves,

PABLE 3-1"

TRADE BRTWEEN (1) WALAYA AND - SABAH

(£i) 'MALAYA AND BSARAWAK

B TR EESESRTSEEIIINT. L TR N R R B RS RN ST ES R SRS RS SIS
o ( ¢ millien )
1060 | 1961 | 3962 | 1963 | 1964 o

Malaya's imports from:

s&bah 0005 0.1 001 001 0.2 005

Sarawvak 0.1 0018 0.2 “'06 15.9 Nede
Mal:ya's exports tol

5abah 007 0'8 1.1 ""7 7.8 12.8

8arawak 106 0.8 0.9 3‘2 60“‘ I Nelts

{

*Sourcet Compiled from - Kalaya "External Trade Statis-

tica" (Euala Lumpurt Government Printer)

lfhis does not take into account the Free Peorts of
Pennng (Malaya) sad Labuan (Sabah).
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TABL:E 3.2

TRADE BETWEEN BSABAH AND SARAWAK
( 8 MILLION )

’ Snxzz:;r:n:sanzsnaxzzzsm;z BRSO EESERE S A TER T2 333823 §-2 $-a-id-$-3 3 -3

Sarawak: Sarawak! T tiir;:;ﬁsts

Sarawak ! Importa Total Imperts Exports to (:11 *csti: -

From Sabah (all sources) 8abah i a
tione)

o a . &
1961 2.0 221.8 .8 178,.,0
1962 3.0 | 206.1 1.5 177.8
1943 5.1 222.9 ‘ 2.8 17,1
1964 3.9 270.5 3,0 19%.9

When the volume of trade amongst the three regions is
coupared to their overall total exports and imports, it will be
geen that the value of trade amongot themselves comstitutes less
ther 17 of their total external trade. This shows the very lie-
mitcd extent of the inter-regicnal trade.

In contrast, it would be instructive to consider the
principal trading partnere of each of these regione. (Sab-h's
principal trading partners are the United Kingdom, Hong Kong,
Japin, the United States, Indonesia, Philippines and Bingapore).

These tables reveal that the main suppliers for the
import requirements of these three reglons are the developed
ecoomics like the United Kingdom, the United States and Japan.
These three countriés are also the main consumers for the exports
of these 3 regions, Notable excepticns to thie generaligation
arc the significant imports of rice from Thailand and the inport
of erudetoil from Brunei by S8arawak for refining. Trade with
Indonesia, prior to Confrontation, was also quite significont for
all three territories.

A significant point to note is the considerable volume
of “rade which all three regions have with 8ingapore. This ias
larsely a reflection of Singapore's positica ss the emtrepot
centre for South East Asia.

*Sourcet Compiled from Sarawak: "External Trade Sta-
tistics" (EKuching! Government Printers).

& . excluding imports of crude oil from Brunei,

b excluding exports of crude oil imported from Brunei.
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TABLE 3-4°

| pgxugfpgg TRADING PARTNERS -~ BARAWAK
| in millien HNalayan § )

R S T R RN R RS S NN ST N RRED BN ;ma\‘amuﬁi osEfmREsEs

1961 1962 1963

Imports | Exports | Inports | Exports | Imports | Exports
U.K. 64,3 | 30.2 w74 | 51,6 | 50.8 3.6
U.8.4A, 9.4 1.6 10.0 | 3.5 13.6 3.2
Japan 13.8 73.7 14,1 51.8 15.9 55.6
Hong Eomg | 15.2 77.6 10.4 14,2 11.5 143
Indonesia | 9.4 | 12.6 | 11.4 | 21,5 6.5 | 1042
Singapore 27.1 155.3 27.5 138.3 32.0 143,.6
Thailand 15,2 0.01 15.2 0.003 13.4 0.01
Bruned 191.4 bl | 195.4 3.8 | 174.4 4e7

TABLE 3-5*
PRINCIPAL TRADING PARTNERS - MALAYA
$ milliem )
B R R NS R T R NS S N RN SR T B AR ST DR
1961 | 1962 1963

Imperts | Exports | Importa | Exports | Imports | Exports
V.K. 502.8 | 315.1 | 533.6 | 245.7 | 5341 | 223.5
U.8.A. 112.1 333.6 | 184,0 | 382,5 | 133.0 390.0
Japan - 182.0 382.4 24,2 | 363.9 252,5 396.6
Australia | 95,6 28.8 114.7 b6.7 130.4 47,0
Hong Kong 8h.4 6.7 84.7 6.5 84,6 10,0
Germany 83.1 163.9 83.7 108.9 94,8 116,6
Thailand | 248.3 23.5 | 240.9 2k.,2 | 240.0 2345
Indonesia | 249,5 38.7 293.5 26,4 | 212.5 6.0
Singapere | 205.2 | 522.7 | 242.5 | 521.1 | 235.9 | 540,9

*Bourcet Compiled from Sarawak: "Exteraalyiraea 8tatise
ties'" (Kuokings Government Printers).

*3ource! Compiled from - Malayas "External Trade Sta-
tistics (Eyala Lumpurt Government Printers)
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These prevailing trade patterans are a reflection of the
strustures of the economies of the three regions. The bread ai-
pilarity in their economic structure means that the seope for
reaping mutual advantage through mutual trading is limited. A
 study of the main exports of each region and in juxtaposition

" with this, their maim impert requirements, will substantiate

this peint, '

 TABLE 36

MAIE IMPORTS 1963
($ millien )

Rice 1h
2odacco 51
Qi}, sesds, nut kernals 7
Petroleum products | 20
Clothing 8
Total imports (all sources) 304
Serawak
Food items 54
Riece 22
Manufsotured goods : by
Machinery & Transport 39
Tobacsco 4
Total imperts (all sources) 3965

*Source aiatieties of External Trade, Sabah.
Statistics of Extorn@l Trade, Sarawak.

Statistics of External Trade, Malaya
(Government Printers, 1963)
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Malays ($ millien )

| feqd N | 656
Hanufactured ﬁnodi 588
Bachinery & Traunspert - s1

~ Crude materials, inedibdle 292
Chemioals 168

Total imports (all seurces) 2,354
TABLE 3.7

MAIN EXPORTS:

| SRR TR u”‘ﬁ“““ Pt T3 1 a3t P P31t 2t 31 ¢ B8 22 32203 2 223 2 2% 2

Sabah: - 1960 1961 1962 1963 1964

Rubber 49.5 h.2 36.7 | 32.0 32.2
Timber 90.2 102.7 122.1 150.6 148,5
Tobacce 53 3.6 2.2 .78 | -
Hemp 5.4 4.8 3.2 3.7 4.5

Goprn ‘ ’00.3 2700 15.# 17.% 15 0‘9

BRATEWD = 3883"3.@:“ zs::&anntuns:nuz:znsun CENSEEESRSSC SR BEBRmITN

Sarswaks - 196 1962 1963 1964
Rubber | 83.2 72.5 69 60.1
Timber 42 40 53 62
Pepper | 28 23 22 . 16.29343
Bauxite 55 4.0 3 3.0
Sago 32 B s | 8o
Petrolewm’ B SR I R 23 -

*Bxelnding re-exports of crude oil refindé.;t Miei.




 Smmsas uauztzsnmnc*aﬁnuun’atﬁ-q BRI EEER “as:nuu-nnﬂmw

~Btates of Malaya! 1961 | 1962 1963 1964

 Rubber 1,862.8 | 1,367.6 | 1,373.9 1,303.4
Tin | 553.1 620.3 . 6h2.h n28,3
‘Gosonut ol 27.7 22.1 22.0 12,0
Pals ofl 61.2 65.1 69.0 8046
Timber 1.5 7.6 64.6 86.5
Camned pineapple 26.2 28.9 29.4 33.1
Other items 310.2 308.8 327.0 |~
Iron ore ©,163.8 166.2 176.3

~ Total Exports 2,626.1 | 2,625.7 2,704,6

Having noted the scope and extent of the trade it will
be now necessary to consider in detail the trado that at present
exists amongest these three regions. Howsver, a few words must be
said about the statistical data that has been quoted. These sta~
tisties are obtained from the Annual Bulletins on External Trade
for the three regiems. There is a lack of uniformity in the types
of clarification givea in the Bulletins of the differemt regions. -

Another diffioulty is the discrepancieg that exist be~
tween the data supplied by the Bulletins for the different re-
gions. For example, it appears that in theory the exports of
day Sarawsk to Sadah should be equivaleat te Sabah's imports from’
Sarawak for the same peried. But this does mot turn out to be 80y
and there are many such discrepancies. Studies are at present
being conducted in the Statistics Department which attempt to
trace the sause of thiscwide discrepancies. Some of the rea~
sons could be the fellowing:

(4) It is believed that not all exports from the states
ef Malaya directed to Sabah and Sarawak actuslly reach
their final destination. :

(31) Experts are computed on the F.0.B. basis while
imports are recorded according to C.I.F. valuation,

(141) Some of the exports directed via Singapore and held
back in Singapore without reaching their final desti~
nation.
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(4v) The time~lag betwesen the date of export and the
date on which the imperts arrive.

: In order to aveid the complications posed by these
discrepancies, it is proposed that we assume away these disere~

. pancies. This invelves some sacrifice of acouracy but is not of

& sufficient cxtent as to impair the validity of the observations

~ made on the pattern and trends of trade amongst the three regioms.

: Malaya's imperts fream Sabah (or conversely Sabah's
~ exports to Malaya) is still an insignificant trickle. At &s
‘highest level so far im 1965, it was valued at slightly mere

S However there has been a steady inerease in the flow
 between 1960 to 1965, Malayr's imports from fabah showed a 100%
~ 4nerease betweean 1960 and 1961 and also detwsen 1964 and 319§5.
This trend of a steady inerease is true only for a few items
for msny items the values are very insignificant and the amnual
totals fluotuate., The items which have shown a steady increase
are food preducts like fresh fish, spices and foed preparations.
There was a marked inecrease in the importe of oil seeds fram
$6,048 dn 1963 to $364,000 in 1965. This is probably corneghed
with the inercease in the area of land being brought under oil
palm cultivation in Malays. ,

Thus Malaya's imports from Sabah (or conversely Sabah's
exports to Malaya) $s still an insignificant trickle (valued
at $578,484 at highest level so far in 1965) although therehhas
been s steady inerease in Malaya's imports from Sabah.

Hoewever the rise in Malaya's exports to Sadah (or con-
versely Sabah's imperts from Nalaya) has beea of greater sagni-
tude. It has shown a steady inerease from $796,197 in 1960 to
$1,118,876 in 1962. There was & sharp increase in 1963 to
$4,706,294 and thereafter to $7,803,712 in 1964 and $12,867,590
in 1965. Thus the value of Malaya's experts in 1965 is almest
20 times the value of her imperts from Sahh.

Exports of food products like, Rige, Milk and Cream
and Margarine have showa a steady increase since 1962. There was
a h-fold inerease in value of exports to $191,038 over the W62
t% zsané a 6«£01d inerease in 1965 over the 196hifigure to
$683,691. - \ .

There wes also a maried increase in petroloum produce
in 1964 and 1963 - in 1963 the exports were valued at $427 while



‘4n 196k the figure had Jumped up to $1,363,234, This inerease
is probahly comnected with the establishment of Petroleum refie
‘neries in Port Dicksen,

Exports of Chemical products, snap, paints and perfumes
have shoun the, 315&1133:3& inerease ond at present constitutes .
the nest 1n@ertant single group of items in Malaya's exports to
Sabah, The inerease in exports in this group show:sa significant
rise in 1963 to $1,596,278 as compared to $164,241 in 1962.
There has been a steady rime to $2,531,110 in 1965 and to
$3,149,005 in 1965,

Exports o{*ztriena manufactured articles especially
Rubber Hanufaetures,. a similar trend of inerease after 1962 and
sxports in this greoup stands at $1.3 million in 1965 as compered
‘to 30,12 millfon in 1962, The moat significant ftem within thie
group iz Rubber Manufactures, $1.1 million worth of which was
exported im 1965,

Thers has also been similar imcreases in exports of mums
c¢hinery snd transport equipment to Sabah and 1965 exports were
velued at $2.8 millien, Within this group are items like powerw
generators, heating ané eooling equipment and motor vehicles.

Purniture and Footwear were the main items responsibls
for the steady rise in the exports of miscellanecous manufactures
wvhich was velued at $1l,1 millien ia 1965,

~ The following peints will thus be noted about Malaya's
trade with Sabab:

1. The volume of exports to 8abah is of far greater
magnifude than Malaya's imports from Sabah. In fact -
1965 it was 20 times greater. Apart from oil seeds,
fyresh fish and spices imports of other products are
almost negligidble,

2¢ A proporticn of the two-way trade consistas of ro
axports since 4t includes items like Machinery, Trane~
port equipmsnt, Iron and Stesl products whieh are net
of domestic production,

3¢ There is a common pattern of increases in the ve-
lume of trade from 1963 onwards, But these increases
are not of a very grsat magnitude and it is 4ifficuit
40 ascridbe any one facter as responsibdle for it. The
fact of politieal unification could dbe ons of the
fagtors responsible for this trade inorease.

4o Malaya's isports from Sabah are nmegligidle dut it
4s noteworthy that a major part of the inecrease in her
exports to Sabah have been mainly due to fitems like

S8ocap, Paints, Rubber Manufactures and Feotwear. Theee
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are 1tfls which are amomg the range of products which
Falaya's new Ranufaeturing plants are turaing out.

&aﬁ - Si&;gm

Apart frem the imports ot'pa§roleaa Malaya' ‘
. : : . : ya's imperts
:reu B:rauak are not at all significant. Pot;alenm imports
egans~o feature ouly after 1962, being valued at $4.%4 million
in 1963 and has iaereaged to $17.1 millien in 1965.

If imports of petroleunm are excluded then Malaya's to-
tal 1gpsrts from Barawak up to 1964 have not exceeded $1 million
in valuc. There has been a steady increase but the vslue of trade
as sugh is negligible. The relatively significant iteme are
only Spices, Cofles, Orude,Hubber and oil soeda,

7 Nelaya's exports to Barawak showed very markadéinaiease
ses frem 1963 onwards. It stood at $0.9 million in 1962 and
inereasaed as follows:

1965 - $ 3.2 million
1964 - $ 6.4 million
1965 - $15.5 million

The most important single group of items are food
produets exports of which jumped up to $5.4 million in 1965
from 30,5 in 1964, Four point four million dollars worth of
Rice was ecxported 4in 1965 as against only $0.04 million in 1963,
Fresh ¥ish, Buger and Comfestion, and Margarine are the other
products which have shown significant increases.

Petroleum products showed a sudden increase from 81,500
in 1963 to $0.7 million 4in 1964 and $1.6 million in 1965,

As in the case of Sabah, there was sn increase in betlh
the number of items and the value for the coods clasgified
under Chemieals. Socap and Paintas were the two main items within
this group., Experts of paints increased from 20.02 million in
1962 to $0.7 in 1965 while exports of Soap increased from $0.16
million in 1962 to $1.7 in 1965,

, There were also a significant inereaze in exports of
footwear which increased from $23,000 in 1963 tovSl96,DOO in 1965,

Ex?erts of Kubbsr Fabricated articles, Rubber Manufac-
tured articles and paper products also showed some increase.

Exports of non-domestically produced products like

erators and mota~vehicles were valued at around $1 million

o These items are obviously items which

between 1963 and 1965
have been re-exported.
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Thus

the trade bet
closely to the ween Malaya and Sarawak conforms

pattern of the trade between Malaya and Sabah

1.0,
{4) The volume of exports from Malaya to Sarawak is
at much greater magnitude than the impert of goods from
Sarawak (i.e. excluding imports of petroleum).
{11) The presence of non-domestically produced products
in the two-way flow of goods.
\{41) The steady increase in the value of the trade from
1963 onwards,
(1v) The inerease in the exports of Soap, Paints, and
Footwear - goods which are within the range of Malayan
Hanufactures.

Sabah -~ wak :

The trade between the two Borneo territories is also
of a relatively limited extent. Although a Borneo Free Trade
area has existed since 1962, the volume of trade is not really
significant.

Sebah's exports to S8arawak (or conversely Sarawak's
inportsf%m Sabah) have shown a slow increase from 1961 to 1963:-
The value of imports were: 1961 - $2.08 million
1962 - $3.03 million
1963 « $5.19 million
In 1964 the figure fell to $3.9 million.
A large propetion of these imports consists of goods
re-exported from S8arawak. This is borne out by the fact that

$2.4 million 4n 1963 and $1.5 million in 1964 of the exports
consistcd of Machinery and Transport equipment which are not

produced in Ssrawak.

The only other items totalling more than $0.5 million
are imporis of Feod and Fuels.

: Sarawak's
bah's imports from Sarawak (or conversely
exporte tosgabah) are of even a more limited extent. There has
bfzn a slow increase from $0.5 #illion in 1961 am fellows:

1962 - $1.5
1963 - 3208
1962} - $3.0
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The dulk of the-e importes is made up of imports of itens
classificd under 8.1.T.C. 2 - 0il seeds, oil zutn, aid copra.
One point three million dollars in 1962, $2.6 million in 1963 and
2.5 Billicn im 1965 of the total imports from Sarawsk consist
of 1tems within this group. The only other eignificant group of
items is Fuels and Rubricents which amounted to $0.2 million in

ig?g; i:linzﬁz.other items are insignificant and do not exceed

Prospegts for Iater-Reggonal Trade

From the above descriptions it will emerge that the
present trade amongst the three regiona is comparatively insig-
nificant although there has been a steady increase in the value
of trade after 1963, the date of the formation of Malaysia. The
formation of the Malaysian Common Market will give added impetus
to the increase in inter-regional trade. S8teps towards the for-
mation of a single customs area are already well under way. Seo
far five lists of goods have been announced for possible inclusion
as common market gooddsamdd cuantitive restrictions have been
temporarily imposed on them to prevent speculative iaports.+

The forration of a single customs area, allowing for
free circulation of goods amongst the three regions, will affect
the intereregional trade in two main ways.

(1) The Common Market so created would mean a Market
52% larger than the present market of the states of
Malays and 1l times larger than the Borneo Free Trade
area. A3 previously noted, a good part of the existing
inter«rogional trade consists of commodities like fish,
sugar, fruits and vegetables. This expanded market would
thus provide greater opportunities for local producers
of all these commodities which are consumed in signifi-
cant quantities in Mslaysia. In other words the Agri-
cultural sector could grow greatly under the shelter

of a common external tariff wall and a significant sav-
ings eoulé he made from the expenditure of much-wanted
fereign eichange on imports of food commodities. The
growtk of this domestic sector would result in greater
inter-regional trade in these goods.

(11) The common external tariff would be aimed primarily
at the promotion of manufacturing industries in Malaysia
4in order to diversify the economy as well as to effect
much need import substitution production. The common
market would provide a greatly enlarged economic base
for Malaysia's infant industries. It would thus result
in a significant increase in the inter-regional trade
and would initially comprice of a flow of eight manu-
taotﬁres from Malaya to the Borneo territories, since

*See Chapter IV.
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Malaya has a head start in industrial development. This need not
necessarily be to the detriment of the Borneo territories =ince
the relative advantage vhich Malaye enjoye initially can be counti r-

balanced by redistributive transfer of funde from Malaya to boost
the development im the Borneo territories,

On the 9th of October, more than 160 items of goods ma~

nufacturcd ig Malayesia were allowed duty free movement within
the country.

8o far only 6% of the Malayan GNP is derived from the
manufagturing sector while in Sabah and Sarawak it is 2% and 2%
mécpectively.” . In Malaya 22% of the manufacturing consists of
primsry processing, 42% consist of the manufacture of food sdd
other products using local raw material and 36% consists of the
more capital intensive industries which are to make up an’| in-
dustrial complex as is urderstood in the developed countries,

The scope for import substitution is substantial? particularly in
chamical products, manufactured food products, textiles, manufact-
ured tobacco and machinery and transport equipment,

The growth of the import substitution manufacture will
inevitably be reflected in an increase in the inter-regional trade
in manufoctured commodities. Thus the expansion of inter-regional
trade i a concommitant of the establishment of the Malaysian
Common Market and has a vital role to play in the overall economic
develonment of Malaysia.

Zneport on the economic aspects of Malaysia,

*gee Federal Government Gazette, 9th October, 1965:
LN 369/65.



