CHAPTER V
THE DEVELOPMENT ASPECTS

In this chapter we will consider the new ficcel rela-
tinonships and their implications for the different relative le-
vels of Public Development expenditure in the different regions;
the allocation of fimaneial resources among the regioms; the
problems nond strategy for the development of the Malaysian eco-
nomy and the effectes of economic integration of the three terri-
tories on this process of economic development.

Fisecal Relationships

The fiscal relationships of Malaya vis-a-vis - the
Bornee states have been discussed in an earlier chapter. Here
it will Yc only nec¢essary to consider the revenue implications
of the harmonisation of the tax structures of the thrre territo-
ries and the bearing this would have on the overall financing pro-
blem uader the lst Kalaysia plan.

like most underdeveloped countries, customs revenue
forms a major source of governmental revenue. As such progress
tewards the harmonisation of import duties (mon-protective tae
riffs) and export duties are essential. As we have seen in an
earlier chapter, the common market arrangements cover only these
goods which are domestically produced and which are also consumed
in eigniricant quantities in Malaysia. "But for a number of
years to come, the single market would include only part of the
total trade and, for the products which will continue to be
supplied from abroad and not significantly from domestic sources,
the tariff policy would not be determined on protegtive grounds,
but mainly on the basis of revenue consideration®.* This harmo-
nisation of tariffs would be essental if all internal barriers
to the free circulation of goods within the Federation of Ma-
laysia: were to be achieved. If such harmonisation of nonwpro-
tective tariffs is not achieved it would give rise to inequalities
in production costs which would necessitate measures designed to

bring about equality.

Prior to the formation of Malaysia agreement had been 7
hat "the level of Federal texation in the Borneo States
to Federation of Malays levels in graduated
of years and steps should not be grossly

reached t
should be brought up
stages over a peried

lgeust report, Page 61.
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diapreportienate"z.

Zhe first step in the harmcnisation process has bee
taken with the amnouncement of changes in impoit duties in thi
1966 Budget., These changes were primarily for the purpose of
harmonising rates in Sabah and Sarawak with those in Malaya.
The import commodities aff-cted were fruits and nuts, sugar,
coffee, beverages, tobdacoo, textile yarn and thread, cotton and

fabrics and clothing., These changes were expected to yield an
additional $4% million in revenue. P a )y

There are also substantial differences in export duties
which would have te be harmonised. "A substantial part of the
revenue of North Borneo and Sarawak is dsrived from export dutics
applied to commodities which are not dutiable in the FPederation,
and coaversely, they do mot levy duties on products - .hich are
dutiable in the Federation. The only items which appear in all .
export duty schedules are rubber, certain oil seeds and bauxites",”

There are, in addition, other differences in the tax
structure which it would/desirable to incorporate within the overe
all harmonisation proecess.

In a statement of Government policy and proposals re-
garding tax changes withinm Malaysia it was teiterated that the
principle of graduation, agreed to in the Inter-Governmental Co~
mmittee report, would be adhered to but tu. government would work
towards the aim of ensuring "that within the four regions of Ma-
laysia there should be equality of taxation between persons in
similar finsncial oircumstances®.

In respect of Income taxes the changes are mainly di-
reeted to harmonisation between Sabah and Sarawak at a lower le-
vel than in Malaya. Company income tax will become identical
when th- income of Sabah companies will be taxed at the uniform
rate of 40% as in the other regions.

Pax exemptions snd reliefs for.Pioneer Industries werc
also declared to be in need of harmonisstims and the Pioneer in-
dustries Ordinance of the States of Malaya was amended and exicnded
to Sarawak from January 1966 and the corsesponding legislation in
Sabah was amended in conformity with the Above aim,

gﬂ.pert of the Inter-Governmental Committee 1962. Page
13, (Kuala Lumpur, Government Printers 1963)

3Roﬁff report. Page 67.

&"Thx changes within Malaysia" - a Paper presented to
Parliament on 25th Nevember, 1964, Page 1.
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Personal Income Tax will also be brought closer inte
ltno with tax levels $n Kalaya by a redwetion in the proportional
of ehargeable income eligible for exemption from income tax., The
personal reliefs appligable in S8abah and Sarawak are $3,000 for
a single taxpayer angd $2,000 for a wifewhereas in Malaya the
corresponding reliefs are $2,000 and $1,000 respectively. The
same tax rates would be applicable in all regions dbut in the case
ot Sabah and S8arawak, the effects of the new scale of rates would
be mitigated by the 40% discount or rebate which applies to the
first $50,000 of the chargeable imcom-=. Thus complete harmonisae
tion still remains to be achieved gradually,

The payroll tax,s”intreduced in Mglaya in the 1965
budget was extended to Sabah and Sarawak 4in Januvary 1966 and
this change was expected to yield an addicional $2 million,
This tax is payable at a rate of 2% on the total payroll of a
trade, business, profession or vocation carried om in Malaysia.

In addition a single-stage turnover tax on sales of
imported goods, a Capital Gains Tax were to be introduced on a
Malaysian wide basis and the Betates duties ordinances were also
to be harmonised by the introduction of a new Malaysian Bill.

It hae been pointed ont that this harmonisation in the
tax ratcs 18 necessary in order tc attain complete economic inte-
grations The harmonisation uf tariff levels, both protective and
non-protective, i8 necessary to ensure a complete free flow of
goods amongst the three territorics and the attainment of complete
harmonisation would eliminate any relative regional advantages
which arise from divergences in fiscal structures in the various
regions. Equality in incentives and tax liability is an impera-
tive prerequisite for the attaiument oflalanced development in
the wmarious regions.

The harmonisation process would result in some revenue
inoreases since it involves the raising of the lower tax rates in
S8abah an' Sarawak to relatively higher lmvels and at the same tine
involves the extension of taxation coverage by the introduction
of new toxes like the Payroll and Turnover taxes which were ini-
tially introduced in Malaya. Such inoreases are however marginal -
the first changes in import duties ylelded only an additional
$4 million smd the extemsion of the payroll tax to Sabah and Sa-
rawak was expected to yleld only an additional $2 million.

Revenue increases will have to be seen in the context
of the 1ot Malaysia plan where it has been projected that evenue
would increase only at annual rate of increase of about 5% . This

5!or more information see Finance Act 1965, No: 2 of 1905,

slgt Malaysia Plan. Page 73.



is befause of the key role which has been assigned to private
investmont in the development Plan end the consequent necessity

to avoid adopting a tax burden so heavy as to have a detrimental
effect on such investment.

Alloeatio of Federal EEEEE

| The constitutional arrangements with regard to finance
have been cutlined in the first chapter but it will be necessary
to brtefly recapitulate the salient features. The agreement
incorperated in tue Ipter-Governmental Vommittee 1962, provides for
financial provisions which are to bde advantage of the Borneo
states and at the expense of Malaya. The revenues assigned to
Sabah and Sarawak encompass several other items in addition to
those assigned to the states of Halaya.7 This imoplies that the
Borneo states would retain a larger share of Revenues for thems:-lvos
relative to the states in Malaya. In addition, there are alse
provisions for special financial grants to be made by the Central
Government to these states. Sgbah and Sarawak, in common with
the states in Malaya, will receive Capitation grants each year
which arc based on the populations of each state. The rates for
this grant are fixed at %15 per person for the first 50,000 per-
sons, $10 per per:on fgr the next 200,000 persons and 3& per pore-
son for the remaind-r. The Borneo states are alsc given favourcd
treatment in respect of State Road Grants. These grants for
Sabah and Sarawak in 1964 and 1965 was at the rate of $&,500 per
mile for Sabah, with the provisio that mileage elible for this
grant should not be less the 1,151 miles (representing the total
road mileage). The rate for Sarawak was to be fixed by agreement
betweon Sarawak and the Central Government and the Borneo states
have the added concession of having lower standard of roads than
those in other states and roads maintained by loecal autherities

qualifying for the road grant.

Tre Borneo states would alsoc each receive an "annual
balancing grant™ equal to the estimated state revenue in 1963
and the cstimated cost of State Services in 1963, In addition
Sarawalk receives an "escalating annual grant" during the 1lst
ten years of Malaysia. This sum would be suffici~nt to meet
the annual increase in the State's services plus anygsum re-
quired to offset any decrease in the States revenue, It is
intended that these grants should assure an expansion of the
relativcly lesser developed State Services of Sarawak =2t a rate
of not less than 10% per annum. Sabah would also receive each
rant equal to 40% of any increase in Federal Revenue

r ;
g:ii':dgfrom Sabah und not assigned to it, over the Federal re-

7800 Inter-Governmental Committee Reoport. Page 14,
85.. Federal Constitution. Page 142,

91pter-Governmental Committee Report. Page 15.



venue which would have accrued in 1963 {f these financial arrango-
ment had been in ferce in that year.

These finanmcial commitments to Sabah and Sarawak results
in ~n edditional strain on the financial resources of Malaya in
the area of recurrent expenditure. The extension of free primary
sducation to these states aleo increases the strain. These res-
ponsibilities, and the added defence and internal security re-
quirement and the fact that in the period 1961-1965 the recurrent
expenditure of the government of Mslay-ia increased by 67% has
reaulted in the faot that a surplus of only $200 million would
be available for development 3{Bend1ture during the period of the
firet Malaysia plan 1966 - 70,1V

In respect of Development expenditure, Malaya is also
committed to ensuring specified levels of expenditure in Sabah
and Sarawak. In the ease of Sarawak, the Malaya government under-
took "to the best of its emdeavours™ to ensure that $300 million
was expanded or economic development in that state during the
firast 5 years after the eatablishment of Malaysia. The correse
ponding figure acecepted for Sabah was $200 million in order to
enable it to enjoy a satisfactory rate of economic growth.

The following tables would show the flow of Federal
Purds to the Borneo States in 1964 and give an indication of the
'net liability' which Malaya is bearing in respect of the Borneo
States,

10’irst Malaysia Plan. Page 1.
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TABLE 521

¥LOW OF FEDERAL FUNDS TO

1964

SABAH AND SARAWAK

ﬂKtSﬂ:Tﬂ: B rEINEsssagess Sngsaans

Sabah Barawak
1. Statutory Grants & Assignments
« Capitation Grant 3,567,684 4,728,116
= Road Graat 54179,500 3,393,000
«~ Annual Balancing CGrant - 5,800,000
= Annual Bscalating Grant - 3,500,000
- Grant equal to cost of main-
taining State Road Transport
Departments 113,763 91,495
« Assignment of proportion of
Bxport duty on Minerala - 147,649
~ GrowtX Revenue @rant,
Szbah 2 , “"37 ’ 732 -
« 30% of Ret Customs Revenue,
Sabah 9,313,090 -
« Proportionate BShare of B8abah
Public Debt. 330,467 -
TOTAL STATUTORY GRANTS 38,602,499
e« Feo enditure in Sabah o
) ' deﬂ!d Sarawik 37‘961,627 530955?)9‘:3«’4
fxpenditure N
3. iR 16.839,166 | 37,453,992
N 3,480,470 4,78%,63%

*gourcet Financial Statements for 1964, Federation cf
Malaysia, (Kuala Lumpur!? Government Printers).



TABLE S5-2°

FEDERAL REVENUE 1964 : CONTRIBUTIONS AND
BHARES BY REGIONS (¥ - e

3!3:8!3:::3?8"8"3583:B:ltatlﬁﬂ..l -2 -2 3 %

Contributions to Revenue sh‘r'ngozzztir:’d°?&1
Sabah 57,6 79.1
Sarawak 59,3 127.5
T0TAL 116.9 206 .6

Table 5-2 would show that the Finanoial arrangements ~re
to the benefit of 8abah and S8arawak since they enjoy a net gain
of $89.7 when their share of Faderal expenditure is compared
with their contributions to Revenues,

. The levels ¢f expenditure in the three regions that
have becn spemt since the formation of Malaysia and the amounts
ear-markod under the lst Malaysia Plan are illustrated in the

table bdelow.
TABLE 53
MALAYSIA & PUBLIC DEVSLOPMENT EXPENDITURE®

ﬂﬂﬂﬂ.!ﬂ:::‘.ﬂt'I'B*l.:ﬂﬁﬂlll B R R B EEEEEE R TS T IR URA EHITTR/EZIX
$ MILLION
1963 1964 1965
Actual Actual Egtimated
Malnya 57449 560.5 635.0
Sabah ho.1 50.5 fl.b
Sarawak 55¢3 51,1 66.8
TOTAL 670.3 662.1 763.2

*gource: Finansial Statements for 1964, Federation

of "&1&351&0
(akeurcot Bank Negara Malaysia - 1965 Annual Report.




| !ht’soegraphical distridbution of economiec end social
dcvoloyagat expenditure for the peried of the Malaysia plan would
be about §3,110 millien oy Malaya, $300 million for Sabah and
$400 million for Sarawak.”” The factors taken into account in-
cluded the “populations, development potentials, needs for econow
mic and social infrastructure investaent, finanecial capseities
and the ability te implement expanded development programmes withe
out inflationary consequences” of the three regions. The plan
also statod that these figures represented a greater relative in-
crease in development expenditure for Sabah and Sarawak as come
pared to Ma o The amount for Sabah and Sarawak represent
increases of 47% and 57% over the amount expanded during 196165
whersse the inerease in the oas: of Malays was only 32%. These
greater relative increase is claimed to de "indicative of the go-
veraments determination to ensure that as large on allocation is

provided as can/ iptetoe to be achieved within the technical and
administrative capacities of these states”.

- EBxamining the factors wh were taken into asccouat it
will be seen that the proportions/pudlic development exfaditure
allocated detween the three regions approximate the respective
population figures. Saruawak's population is 8.9% of the votal
population of Malaysia and the amount of development sypenditure
alloted te her is adeut 10¥ of the total development expenditure.
Sabah's pepulation is 5.5% of the total population and her share
of development expenditure ameunts to 8% of the tetal develop~-
ment expenditure.

A

Phe other factor taken into account in determining the
regional allesations was stated as "needs for economic and social
infrastructure development”. Due regard has been given to this
factor = "while in Malaya the basic transport and communication
systassla:o for the most part new well established, they are only
partially developed in Sabah and Sarawak® and "substantial improve-
ments and extencions to the transpert ard communication systems
4n Sabah and Sarawak form an essential part of the long-term eifg t
to cxploit the considerable economic potential in these statoa~%
The following table will show the special emphasis being given to
this aspect of development in the Borneo states.

" ; the projected
ereas there is a decrease of 26% 4in
exponditur:?on transport and communications for 1966-70 as com=

pared ¢ ; : five years in the case of Malaya, * there
is udc::?ﬁ:;i::;:;u:acroasz§of 31% in the case of Sabah and Sarawak.

o " ’,!

ot Malaysia Plant Page 71.

12, Malaysie Plan: Page 71
13g 0%k, page 139,
o - “’8 -



TABLE 5.4
PUBLIC EXPENDITURE ON TRANSPORT AND COMMUNICATIONS®

EERESSESTiSESras R R I R ErErRIErE T SERrEEmEs CEPERCUR R pENT

1961 - 65 1966 - 70 | % charge
Malaya 702 522 -26%
Sabah & Sarawak 175 229 +31%

, The data given in the Appendix would alse give a clear
indiecation of the extent of the disparity between Sabah and Sara-

wak in the degree of development of the basic economic and soeial
infrastructure,

The Borneo States are less developed than Malaya in
transpert,; communieations, utilities, education and health ser-
viges,

 The greater relative need for development in S8abdah
and Barawak is slseo shown by the lower level of per capita income
and structure of the economy. In fact one of the four major
socio=-econemic problems facing Malaysias listed in the lst Malaysia
plan reads "An uneven distribution of income, which involves wide
disparities between rural and town dwellers and between inhabi-
tants of Malaya and the Borneo states, as well as among various

sosial groups®.

MALAYSIA ¢ GROSS NATIONAL PRODUCT 1965
( At Xarket Prices )

Total Per Capita
Malaya 7,663,000 952
Sebah | 448,000 862
Sarawak 618,000 737

In the Borneo 8tates 80% of the economically active
yon 48 engaged im Agriculture whereas in Malaya it is
gﬁ;l;?.;fn :mi:gebhon is relatively little estate agriculture
in the Bormee States and agricultural techntquo: are goor:;lgn&
. ore consequently lower. Shifting agriculture 1s s
ﬁ;ig; ;rr:v:;:tqesptcgauy in Serawsk snd the faet that there is

e (é‘g 1st !&1&’31& Plan.
‘ o k - BY -



more land per persen in use in the Bormeo states s

Lana | OrSOX ats les
advanced agricultural techniques. The per capita :ﬁgiago e; °
Rubber is only slightly lower in the Borneo States as compared to
Nalaya but the yields per scre are much lower.

 In Malaym 11% of the ecomomicall

‘ y astive population is
engaged in manufaeturing and construction smd 30% in Trade, Trans-
port and Services, whereas the corresponding percentages for the
Borneo states are 6% and 13% respectively.

) The economies of the Borneo states are also relatively
more "open” and export orientated as indicated by the fact that
the Gross Expert proceeds fors more than 50% of the Gross National
Product, whereas in Nalaya it forms only 4o%.

, Eaving indicated that the Borneo states are at a compa-
ratively lower level of development and consequently need special
emphasis An development, it ies necessary to look at the overall
strategy for development. But it should be noted that s major
limitation on greater coemomic growth in Sabah and Sarawak is
their limited techrnical and administrative capacities. Even in
Malaya there is the problem of "skill bottlenecks” and this 1li-
mitation is more acute in the case of the Borneo states.” This
problem has been focussed in recent prese reports when the Minister
of Mnance of Malaysia reiterated Mhe claim that Sarawak would
receive favoured tretment in the allocation of developmental ex-
penditure but drew attention to the problem thati these allosations
had not been fully spent because of administrative limitatiens,

It is also pertinamt to note here that the greater rela-
tive need is recegnised by the Federal Government for pelitiesl
reasons as well. ©Gabinet Ninisters have spoken of the urgency
of reducing the econenic {mbalance in order to sheck the threat
of Communist subversion in the Borneo states.

| Phe strategy for bringing about economic growth in the
Malaysion ecomomy in the next 5 years (1966-70) is charted out
in the lst Malaysia Plan. The plan ecalls for a development ex-
penditure of $10,500 million of which $4,550 million will be ex-
panded by the pudblic sector and $5,950 :g the priv;i: aec;or;f Bew

:  gpee enterprisce nature of the economy the role
cause of the F " ve. o fined to providing phynieathan: 3:§§n
.requisites for growth and to implement policies whie

g::;:‘the‘ictivitiofrer the private sector towards certein assig-

ned goalse | |
'fhﬂ‘glnn‘aiis at securing an snnual growth rate of 1.1

1‘3&5 ﬁhtyter V, lst Malaysia Plan on the shortage of

skilled persemnel. |
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in per capita income growth ever the mext % years amd th

adopted is conditioned by the virtuwal -ta;na{;aa in cuyc;t'::::;:y
growth (the annwal Pate of increass is anticipated to be only
0.6%), the high rete of population growth (3% per amnum) and the
low level of human resource development prevalling in the esonemy.
The strategy has been summed uwp as "teo promete traditional and new
export pessibilities, stimulate domestic food production and to
expledt to the fullest extemt the excellent possibilities for
industrial preduction catering for the domestic market",1 Thus
despite the prospeets of a continued secular decline in rubber
prices Rubber replanting would continue at the same time as diver-
sification of agricultural erops, especially eoil palm, will be
excouraged, Thus this diversifiocation in agricultural erops
would havo only a very small impact. Ir short "Export growth will
be inmdequate %o fimanee import needs and maintain overall economic
growth, Qtua‘lr%glstllcuuncn is made for export promotion and
diversification™.*" ~

Buring the last 5 years economic growth was not export
induced but was the result of an expansion of production for the
domestic market, In the mext 5 years the reliance will alse
hxve t¢ be on an expansion of production for the domestic market.
In view of the stagnant export growth measures for import substitus
tion will have to be implemented. This will involve fmport substi-
tution of foed requirements sand alse of imported manufactured
goods, The stimuletien of food production and the manufacturing
seotor are thus urgent tasks, With the high level of consumption
of imperted msnufactured goods prevailing at present and the rea-
ligation of ths expanded Malaysian Common Harket emsures good
prospects for development in menufacturing.

The sectorial allocations of public development expendi-
ture are a reflection of these policies. Twenty-three point nire
per cemt is alletted to agriculture and rural development, 9.7%
for educabion and traiming while 33.7% 1s devoted teo Tranmsport,
Communieations snd Utilities. OCompared to the allocations during
the previcus five years, expenditure on asriculturu.a;d rural
development has showa a marked increase over the 15:3% whieh was
allotted them, expenditure on Educatien has increased slightly
from 8.9% to the present 9.1% while expenditure on Tramsport, Cow-
prunieations and utilities dropped from 45,2% to 33.7%. The drop
is the expenditure on Transpert, Utilities and Comuunications re-
sult from the faot that the basic ceconomic infrastructure in
Nalaya has reached a satisfactory level ef»dovalopmant although the
‘1gn‘g1°af£g;‘1ffcrcﬁt 4n the case of the iorneo states. The per
cent speat en ;hgggtgiqz'nivilapuﬁnt showed only a slight increase
from 2.2% to 2.5%, an indication of the small base from which the pre-

sent indusirial sector has to develop. Rxpenditure on defence and

1535t Madaywta Plan. Page 9.
63,0 Kelaysia Plan. Page 8.



internal security hes climbed from 10% to 16.1%, and this mesns

a significant diversion ef resources a fr
developnent, way from social and economic

S In the omse of Sabah and Sarawak the overall increase in
development expcnditure, as previously mentioned are k7% and 57
respectively. The seoters which bhave received the greatest rels-
tive allocations are Agriculturs and Communications which have
both shown a 3-fold inorease. The allocation for tramsport in-
ereased only slightly in the case of Sadah and by 30% in Serawai,
The allocatien for utilities inecreased only eslightly in the case
of Sarawak while 4t deudled im the case of Sabah. There are also
net increases of $75.9 million and $59.4 million in expenditure
on Defente and Intermal Security. Apart from $4,1 million on
internal seeurity in Sarewak during 1961-65, there had previecusly
been n¢ other expenditure on thesas items. These increases re~
present 204 of the total development expenditure allecated to
Sabah and 12.9% of the total for Barawak. The allocation for
industrial development has decreased by half in the cass of
Sabah and Sarawak compared with the expenditure in the previous
five years, This indicates that oenly a very small degree of
manufacturing development is expected in the Borneo states during
the next five years.

The lat Malaysia plan represents the first attempt to
pian for Melaym, Babah and Sarawak together. Although there
exists rclatively well developed planning machinery at the
Federal level and repreientatives of 3abah and Sarawak have been
a;painted to the National Development Planning Committee, "be-
cause ¢f the geographical spread of Malaysia, with the Borneo
states beimg over 1,000 miles from Malaya, the different levels
of development in the various states and the increasing range of
government responsibilities, the task of co-ordinating the im=~
plementation of the plan will be diffieult™,1?

"~ In eoncluesion it is necessary to consider the question
of the implicstions of ecomomic integration and joint phnning
for the three regions on their economic development,

Phe lower level of social and oconon:e d:velopne:tl
Borneo states has resulted in the need to give specila

i:p:::ia ta,:htir development in the formulation of the 1lst !?-
laysia plan. This would entail a sacrifice of some of Malaya's
fimanciel resources which. she would bs needing herself in view
of the atagnatien in the Jevel of her export earnings. There .
would thus be am initial disadvantage to Malaya in this resp:c .
The Borneo states would also gtand to benefit from the experience
and cxpertiac which Mslaya has gained from the 1mplcnen§ation
ef her lat two development plans., This is partieul&;iynf :ruc
in view of the faet that both the Sabah Dovelopment Plan o

171“ Malaysia Plan. Page 89.



1959-64 and the Sarawak Development Plan of 1959-63 wer
programmes of public investment expenditure a:dgnoz thoeu:i:p:zﬁ—
prehensive planning with the specific attention te the formulation
of programmes for individuel sectors and ingoerporating policies
designed to guide the public sector activity towards certain dee
fined targets as had Yeezn practiced in Malaya.

But the benafits are no: entirely one-sided. The inte-
grated cconomy with a common market offers a nuch wider market
for Nalaya's developing manufacturing industries and the wider
economic base offers greator opportunities fer implementing the
impert substitution which is necessary in the face of etagnation
in the growth of export incomes and in order to reduce the vulnera=
bility of the economy to instability induced by exogenous factors,
In the loncerun, the rise in the levels of income in the Bornmeo
territories would aleo centribute to the expansion of the domese
tic market. |

- lastly there is the prodblem of the geographical msalad-
Jjustment in the distribution of Labour. In the Bornmeo states,
partieularly Sabak the capacity for further development is limi-
ted by the shortage of Labour. "In geographic terms, the mala-
djustment of labour supply to demand in the agrragate limits
eccnomic growth in the Borneo states and swells the major gewns
of Malaya with a surplus of inexperienced young workers".l
There is thus soope for the siphoning off of surplus labour in
Malaya to Sabah where there is a labour shortage. With special
assistance and incentives and a modifigation of entry controls,
this transfer of Labour weuld enable Sabah to achieve the level
of development contemplated under the lst Malaysia Plan and at
the same tims relieve the unemployment pressure 1in Malaya.

18;.¢ Malaysia Plan. Page 80.



