CHAP® R I71

STRUCTUPE ¢r CoSTOrs  pimIme

interest lies weinly with rubder snd tin - our principal exports. 1Iu
Kalaysia import end export duties &re oollscted fron the importers and
exporters respeetively. . musber of ocountries? are acoorded preferen-
tizl rates of import duty as membors of "Commonwealth of Nations",

Not all but oculy spescific categories of goods ere entitled to such
rreferentisl rates if they are grown or produced or zanufsctured in and
consigned direet from any ons of the Commonwealth countries., 1In ,
addition to the 1ist of countries given in the above publication, the

following have also been included:
1) Uganda = effective from 26,3,1964
2) Xenya - effootive from 15.4.1964

3)  Sebsh, Sarswak end Cingepore -~ effective
c ’ tm 4'0601964.

N £y Saag
AL A Al

(1) m

| | | .8
' rate of export duty om rubber is on an ad valorem dasis
and oz a 01!:;1:; soale, po'l’he collections of revenue therefors vary
with the export pricas of rubber, Such a besis of taxation not oaly
means a higher yield when value is high dut also attracts a higher
Pﬂmm ef éuty, The Schedule I duty on rudder is ss follows:

- li’ndn Classification and Customs Tariffs 1964, Covernment
Printer, | |

T, p. 10,

P "’mt u ¢aloulated as a percentage of the price of rubder.
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Prieo of Rubbar izpomts “ate of Duty
1, V¥hen the price of rubber does
”tm GO’ pel' lbo LI B T SRS g 4%

2, Yhen the price of rubber exceeds
60¢ pur 1b. but doe: not exceed 80¢
mlho L A T 9‘15525?"3-7?5

J¢ Vhen the priece of rulber oxcesds
B80¢ but does not exceed 1004
erbt &I’Bi:&!ihi!iteiﬁmﬁ“?%

4. Vhen the pries of rubder is n
&m sm PQI‘ lbo LI A N T ;25!‘ + 303751 * 1“:50

sourcet Trade Claseification and Customs Tariff 1964, op. oit.,
,‘ppeﬂi! A, p, 192,

P = price ~f ruhber

X = price - LJ
10

‘he rates of export duty on rutler for all prices below ul¢ is 4 "L.
‘his appeare unfair especially isn view ¢f the fsot that rubdbber prioces
nay vell fall below 60¢ in the next few years. Therefors a sclution
would be to extemd the above ;raduated system evern for prices below
608 sapering of at a minimuc price lover than the yresent one of 60¢

Per ib,

2 showz reccipts from rubder uxpor@ duty., It points
out a pn:al‘nl:mz;uso in rubber o;_q?ert duty from 19581950, ““d a
decline from 1961, ixcept for 105, every ysar aince 1963 hgm n!(xcnm
i deoline in yeoelpts s cuuparud to 1UG FTEVISUS FeLX. Column 3)
-ives the percentage Bigrifiosncs of rubber ex;crt duty in fom export
;gvunm Murthermore, it ezlibits & tandency to increass fcllowed by
N m’pmf“m, By 1961, the importancs of m‘b‘;ar 211‘&; ix;wexpor:‘ .
duties 1s expected to be reduced t&}fh&lr ti;&fagi aig i;gf;i*e;hi::a m:m
) i TR WP Y ,3““. ; Gr ocver S TR L ] ¥
%%2' g “‘wrznd::ie;?;:ézdit accousts for just cver 30%. This
oi expert duties, it geRId St Aret in st 15?3 ot é'?“t;h;ia’::f

e har af g tajor componsci of expors du ;

tue significance °fg:u z:::;i Eo:ﬁmm ?fa)m there 18 every reason to
has been ““3““‘ ig trend ;eatimma, and it may well continus, the

oauce may well drep to 20,
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TABLE 3.2

RURBSR DUT™  AND MyTaL axprn  DUTIRS

Yea: Rubber Duty P " Export Duty om

ser 8chedule I Ot;i‘iﬁl Rubber as Percventage
y of Export Duties
] - () (2) (s)

1

1959 90,551,545 136,557,394 66.31%

1959 1 - 184,357,545 227,126,792 81.16%

1960 | 196,009,07¢ 256,365,404 75.45%

1961 118,116,165 151,963,362 61,53

1062 §34022,953 171,313,708 52.45%

1963 82,656,600 idl,734,49Y 45.43»

1964 T8, 774,714 200,000,001 37, 0%

1%5 32.000 ,m\a 22‘3; 00 P IO 35 -96,2

1966 61,000,000 171,700,000 3%, 7%

Souree’ Piﬁannial Ctatements, op, cit,, 1958-1364, Lstimates of

Poderal Nevenue and “xpenditure, op. oit., 1955 and 1966.

TABLE 3.3
RIMBIR, TRYMC, TYPARTS AND TOyTNUn
Average "rice Rubber ximrtw 5 Revenus froa
Year Per Lb, ¢ (Tons Rubber Duty
| (1) (2) (3)
1”& | &.2;1 69001-72 & 90,5 m.
1959 101056 782‘*‘}75 7134.% nm,
1960 108,08 156,797 $196.0 m.
1961 8%.54 790,562 $118.1 a,
1962 78,20 751,016 3 93.0 =
1964 68.14 847,304 ® 75,7 a.,
1965 70,02 886,915 $ 82.0 m.
corroe:  Same as Table 2.6, Vor iTices of Nubber - the Rubber
Source: Same 88 ?:bézuinily Jederution of Halaya Aniual Reports,
|  1980-1965. For “xport Pigures, Monthly Statistical Bulletin
g’ 21; Seates of Malays, April 1966, Dept. of Statisties.
P cilnaliy S ) 4z ‘




(1) Table 3.3) ema quali 'rgg‘ti:‘ influence of ruddber griooa'(coluua
from rubber duty (oolmtfy ii“ bor exports (colum (2) on the revenus
receipts from rubber dus. . -°, 2200mC evident that what influences
le ox T duty is price ratler than quantit —
while exports have increusec by 200,000 i quantity, For example
from rubber duty in 1665 1o aii ’ tons siunce 1958, the revenue
@ are not suggesting thet p:??  hanpes oaer than the 1958 figure.
hat 48 true in f Quantity changes do not play any role.
‘ 20t is that price flustuetior *- ‘
fluotuations in rubber o " ues ler ‘- the main esuse of
“for the decler | XPO! duty revemue. Coumsequently the main
reason e0line irn importance cf '
fell in rubber nr< e | Heporiane revenus from rubber duty is a
; 1008F Prices, Ui iybt, vhen prices averaged about 80¢ the
rovenue oollected wes {00,% y Vher 4 155G e et e o '
tve additi 7 , s L her J9Gs the price rose by 21¢,

e additional revenue amcuated to 294 we  and & further rise i 1
nl slightly less then ¢ browght in e ;Q;waglggguytaigizh gh da price
liorease of nearly 12 m, ovey tie 1§§g*f22ﬁr;A quéigéi ti:grugﬁ.,
rrice dropped to 83%,54¢ »hieh hrought in SEEE n., strﬁ*aﬂg*on of £78 m
from the 1960 figure. ‘urtier price diapérregaéed g;gﬁ;e*duty from
rubber and in 1964, when tie ;rice of rubber was 68.14¢, the rubber
viport duty esllected weo oliphtly sore thun I75.5 m,  Lowever, in
%955 the rubder price went up nearly by 2¢ to 70.02¢. Thic small
increase in rubber price is axpented to Yring in an additional 26,3
million, There exist: then n cormvlation between price changes and
roceipts from rubher exnort duty, ¥ipor chanmms in prioe affect the
~ovenue collections from witber erxport duty to a verv lrrgze extent, and
in the same direction, Th¢ Fipnt Malawvais Plan takes this rhenomenon
Into considerstion, In fret i+ cteotes thet "on an averace, a one-cent
€111 in the world rubber rrise will covt Malaveis $25 m, a yeer in

2xpors roeoipta“.4

Another feature to bYe noticed is thet betweean 1958 and 1962
‘wy change 1w revenue from rubhar axnorts var luredietely reflected on
+ic total export recelptr.” vt nince 1963, whon its contribution to
total export duties fell below 50%, changes in rubber exports duties
do not seoem ¢0 have had anr strore imrsct on totsl revenue from export
duties., 1Im 1963, for exanpls, when rubber duty fell to $82 m, frow
¥9% m, 4n 1962, export duties rase hv mors than #4 million, Similarly
in 1964, when rubber export dutiss fall by $7 m. total export dutiles
receipts rose by £18 m, from ?181,7 m, to §£200,0 m, in 1964, The 1965
and 1966 figures seem to suggest that rubber exrort cuty is still
exorting determinate influence on total export duties, But rvbber
sxport duty has lost its inportance in the final dstermination of
~xport duties recoipte, This increane in ravemue from axport duties
{eclumn (2) Tebdle 3,2) will bo due mors to a rise in the exrort prioce
>f tin and priee rises in sow> othey export gr@duct of ¥alaysia, 1In
“risf them, price of rubbsr ves been deciining, and comsequently the

Br 2lan 1966-1970, Government Printer 1965, p. 43.
First Malayeia : raduce receipts from export

4 une-cent fall im price uf rub&er"«ill

éuty on rubber by about 33 m.
554 column (1) snd coluzn (2) in Usble 3.2.



| . kport duty on rubber ha el ‘ ,
These two fastors i 0F Na. also exhibited a similar decline.
export duties, have contributed to wubber's loss of importance in

(2) RMa

_ The export duty on tin, like on —
~ by 0, @ on rubber, is on an sd valorenm
basis fized on a sliding scale i.e. increasing as the price of tin

rises. There 12 a somplex formulas b . ' :
, ‘ y whioh duty on tin is determined.
‘he formula may be ®tated in a tabular form, d

TABLE 3.4
EXPCTT  DUTY ON TIN

Price of Tin Rate of Zxport Tuty

1. Vvhem the price of tin does
not exceed $388,37¥¢ per
m&ibilintttc!!lili 2.40‘*031(P“41)

2, ¥hen ths price of tin exceeds
$388,3 M but does not
exceed $400 per pikul . . . . . . . . . 44.04 + .31 (P - 400)

3, When the price of tin exceeds
$400 por pUAUL . .« . . . . . o o . oo AT.T6 + .12 (P - 400)

4, Additional duty on sll tin-ore
exported . . . o . 0 o« s 4 s e e e 70¢ per pilkul

sources As ia Table 3.1, Appendix B, p. 193,

P = price of tin,

: rate of tin duty does not seem to need any extension of
the pmoa?:tmctm below the $388,374¢ limit. The level of tin
vrice for the period under veview and its trend as been Buch ulto give
one confidenge that tin price 1s very unlikely to fall to such low
levels that recuires reviev and change. The price of tin, hgwever.
has shown large. eocale incresses in recent years. As such, thnl
possibility of extending the graduated tax systen to hisb:d:aga 3 .
than $400 should be investigated and appropriate changes reof.

able 3 ithe absolute and percentage contribution
t‘m‘ “2;5 sh;;: :::2 prominent feature of column (1) 48 &
ot inoreasne evom 1958 to 1965, The 1965 tin export duty would be
senaral times that of 1958, Therefore unlike rubber, tin exports .
2:2;25 have been showing an inoreasing trend throughout the period o



TABRLE 345
TIE DUTY amp pora FXPORT DUTIES

Yous mm baty Total kxpert col, (1) as
ol Duties ¢ % of Col. (2)
(2) (3)
1958 29,955,774 136,557,394 21.95%
1959 35,615,855 227,126,792 15.69»
1960 54,805,265 259,869,404 21,08%
1%61 654444,206 131,963,392 34,09%
1968 66,900,193 177,513,708 .72
1963 T1,265,432 181,714,499 39.21%
1964 95,984,819 200,010,531 47.98%
1965 112,200,005 228,000,000 49.22%
1966 874500,000 151 4000,000 48,23%
|
soureet Seme as Table 2,6,

our snslyein, The most significant jumps have been im 1961 and 1564,
Here again the reason for such a trend is to be found in the
rising price of tin., Sincs 1960, the quantity of tin exported seems
to have averaged betweea 75,000-85,000 tons, and there has been no
appreoisble inerease in the quantity exported. However, revenus from
tin duty seeme %o have inoreased steadily from even before 1960
(columm (3) Table 3.6). At tho mame tine the price of ¢in has shown
a steady inerease and at present is above 8700 per pikul. The most
) of the influence of price on tin axport duty receipts

glaring example | ,
was $n 1964, In that year, a big jump upward in the priec of tin
yielded a sharp rise in tin export duty prooceeds.

 The impaet of tin export duty om total export duties is
duty was mot very evident before 1963. In fact it is not possidle to
establish any correlation between changes in tin expert duty proceeds
and total export duties collecticn. A8 late as 1962 when the duty
collected from $in was inoreasing, total export duties for that year
declined, Sinoe 1963, however, ihers has come to exist a direct =~ -
relationship botween tin export duty reccipts and total export duties
roseed The 1966 tin export duty proceeds are expacted ts fall, and
%’°°°‘§s? . sinates indicate an expected fall in the revenus fron
;’ ;eﬁ, ., fhis implies to a certain extent that tin exports have

Y I« .



thed ftm : (Tons) Tin Duty
o 2j (3)
s ' J sQ‘- ! 44,847 ‘ § 35,6 m,
;ssa 398 .68 ! 76,606 | $ 54,8 a,
zsé; | was 74,615 $ 65.4 m,
1%3 447,79 | 81,595 $ €€.9 m,
1963 - 455.40 95,102 $ .2 n,
1964 619,42 | 1,663 ¢ 95.8 m.
1965 | 702,80 | TR EEY $112.2 =,
s ’

jouree: Colmsm (1) Nenthly Statistical Pulletin, op. eit., ipril
1990. Table 2»7, Do 53,

Colusa (2) Ibid., p. 53, Pxdle 1.1,

Column (3) Fimancial Statemenmts, op. cit., 1958-1964,
“etimsteé of Federsel “evemue and “xpenditure,
ep. eit,

coms t0 influemee muoh 2ore the totsl erport duties than before. This
is clear fyem Table 5.5 columm (3). In fact by 1964 it was doudle
that of 1988, Vhem im 1958 it contriduted nearly 1/5 of total export
duties receipts, it is now contributing a little less than ¥ of the
total expert duty prooesds, In 1959, tin share, in perventage terms
dropped to 15,.69%. n absclute terms, however, it showed an iacreuse
sver the 1958 figure. This situstion of imecreasing aboolute amcunt
mfleeting a lowsr percenta e is explained by the massive inoreasc in
*ubbey export duty proceeds in 1959'. In general terms, vhile rubber's
Thawe has shown e deeline in recent years, tin'c share hes incressed,
‘nis inevesse, hewever, iz incufficisnt to com ensate for the decline
~* regsipts frem export duty o rubber. hat ‘s nut often realised is
\ 3,2 and Teble 3.5, in 1964 tin contributed zore

‘hat, cemparing Table |
%&'ﬁ‘»ﬁ otk in sbsolute and pereentage terms in total export duties,

 B5ee solumn (1) Table 3.5.
7800 oolumn (1) Table 3.2.
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2 1e Yo Sidfloance of these two commodities is expected to
have m& ia 1965 ,a:; mbably w:u.t continue in 1966, gﬁl now
s to poun edvantage of tin exports to obtain sdequate tax revemue.
There 15 h";’!‘h :tlinit %o vhioch tin export duty pgomdn gan
ingresse. 3Since 8 an exhaustih ‘ ‘

tine 1n the fu . ustible asset, its contribdution would

nevitably deeline,

- The °M]ndnr itens are iron-ore and timber., 1In the case
of irem-ore export duties vers im the region of 820 million, i'hile
discussiag the probleme facing the iron-industry, the Pinance “inister
pointed out that though & number of nines pay a lower rate than 15%
ed valeresm - oxport cuty ugrawlly lupcood - the tax burden on the
industry needs adjustment.” robably we miilLt witness a lovering of
tne present export duty of 15°, 'wleymisz. iron-ore 1s of low grade
il gonsequently it ie becone Jifficult to seli 4t. Sush a situation
calls for change amd adjustmert befor: ths iron-uining industry is
strangled eut of productiom, inother source of revemue is export
duty om tiuber. Ualike other oxport comnollities of ":laysin, timber
w8 o stoedy demand and o stalle price. Jonsequently thors is little
Zluctuation inm export duly receijpls from this source.

TABLY 3.7

SIGNIFPICANCE CF =XPURT DUTINS 1K TOTAL REVENUE

Yoar Tat;ié:? Total Favanue % of Col. (2}

(1) | (2) (3)

1958 | 136,557,3% 162 465,446 17.90
1959 287,126,792 890,972,163 25.49
1960 259,869,404 1,004,020,972 24.30
1961 | 191,963,392 1,081,006,862 17.75
1962 | 177,313,708 1,007,388,792 16,15
1963 | ', 181,714,499 1:15‘39245;512 15-79
1964 | 200,010,881 1,338,195,777 14.54
1065 | 228,000,000 1,437 ,400,000 15.87
1966 | 181,000,000 1,556,050,500 11,62

mt Ae for Table 2.6,




_ Rxpowt duty oolleetions
375 (olat1 1960, there hes baon an- tnors
1h divee “v'mm. from 1961 $111 1963, there has been a Arop
dutyu'w‘ ot o dres aon, This was the reriod vhen mubder export
ein e w“"ﬁ"""" o—tl $io decline. It was also the interval before
sollen 299 inareased so that by 1964, when tin export duty
m::m vot mw it brought shout 8light inereases in export
d was iuuffminnt to ;)gggiit back to the 1959-1960 level,
NPttt Sl 8 also e ted to cause a
in %o%al export duties receipts of 1966, wmxif:cmm revenue !::ﬂ ine
om_ 7 inereasing export duty has either stagnated or declined, In
ther words, export duties had e negative role in total revenue increases
over the period 1958-1965. Parhaps it would be more appropriate if we
sugget that the net increases of revenus in other sources have been
reduced %e some extent by erxrort duty declines in some /of our analysia,
Contribution to total revenue from ex t diiz];: vas highes

in 1959 end simoo Shen there has been a eenﬁm;’ﬁ decline c:eeptag:rt
the year 1965 when 1t showed a slight improvement as compavred to the
previous year, but in 1966 its contribution o total revemue is antici~
pated %o deelime to itelewest level of 11.65%., What bears out is quite
eeam ‘te comsen belief. Cingly, export duty has been declining as
a scurce of government revenue and some may even he terpted to sugzest
that in @ desade or 0o it would bo relegated from being a major source
of govermment yevemue, In any case, however, it is not to our benefit
to rely too much on export duties since the yield depends too much on
fluotuations ef the world market prices,

In the osse of Bolivia, the United Fations Technical Assistance
1ssion’ observed the defects of en ad valorem tax, 4s for tin it
naintaingd thet en ad valorem tax “takes no eaccount of differences in
costd of"txmuacloaﬂ processing ores of verying grades or of net
profite realised”, The strueture of our tax system on $in suffers
this basio defect. Similarly, for rubber, no consideration is given
for differences in costs of production or net profits realised. VWhile
this may not be deterimental to the marginal producer at a period of
High prices and 'gooll demand, it mzy be so in time of low prices.

Almost all the budget speeches of the Malaysian Finance
vinister seem $0 suggest a gloomy tone. Reduotions in export revenue
has every resson to ocause concern to the Federal government because the
dependenee of governmment revenue on export revenus expres2es itself in
3 maim fomms, In the firet place in terms of export duties itself.
ixport duties ave themselves on an ad valorem basis which adds in an
alomont of instability. The second form in which the exports make a
contribution to the revenue is through income tax, Companies associated
#ith export trade pay @ flat rate of 40% company tax. Further®ore,

. 9,@ and Piscal Poliey in Underdeveloped Countries, United
@tim. Pe 43-

- Vrpsa., p. 49



"hon export priess are high, the boom 1 *t sector expre

, ] ® high, in the export secto
iteelf in Sorma of greater availability of rc:f:@ oxoha:; m::a:um
immﬁ ::‘ impert eapacity of the econcmy. When import volume imcresses
impo ties thea will bring in 8izeable revenue. We shall be dealing

:t::’tho eorrelstion between export and import duties later in this

, In any statement of government revemuelt ons tends to find
& longer list of items under import duties tharn under export duties,
sut the most s lcant sources of import duties are petrol and
wobageo produets.”® 1In the case of petrol duty our period can be
divided imto 2 parts. In colusn (2) Table 3.3, the line of demarcat~
ion is at 1962, Till 1962 (inclusive) import duty from petrol hed
been inereasing slovly but steadily. After 1962, however, the
revenue from this source declined considerably so that by 1964 1t
rormed omly half that of 1962, The main resson for this decline has
boen the process of import substitution., Leocal products arve, however,
subject to exeise duty. Therefore, at the same time as import duty
on petrol declined, excise duty on it iiae suown & tendency to increase.
rercentage-wise, till 1963 it had contributed near about 20! of import
duty but sinee then, however, its significaunce as a source of import
duty has been drastically reduced. igures for 1964, 1965 and 1966
are clear indisatienms of both tae genoral decline of import duty from
petrel and further expected reductions, In brief then the duty on
petrol as a seurce of revenus is to meet the same fate as export duty
frea ubbay - both are declining in importance. The difference,
however, is that while excise duty on petroi has shown an increasing
trend, there 43 no suoh transfer as far es rubber is concerned.

"Pobacao, oigars and oigarettes" io by far the aost sisniiia
cant component of import duties., The increase has not been dramatic
Sut slow end stesdy. Fxocept for 1962, in all other years there has
been an imcreass in the ebsolute amount collected over the previous
year, Over the whole period of 9 year3, this increass is expeoted to
be a;ounﬁ $32 million, Unlike rubber, tin or even p:tr:l. the:wbhas
e ) o of tre svenue froa import duties on tobasco
veen no major changs of trend in revedue

li?ianhcial Statement, op. oit, or 4stimates of Federal
“everme and Rxpenditure, op. oit.

~ '135§g§g¢eg‘produats" here ia meant tQ be 3 convenient phrase
2ox the following, "tobacce, oigare and oigarettes”.




. o TABLE 3.8
RECRIPTS

B FROX PETROL DUTY  an: o , 5
ABS. AND rymiee. nOll AND  DUTIES ON POBACCO
CTOMIS, A CIGARE™SS) 1no TasIw contRIspRion

0 fotaL INPORT  DUYY RECSIPES

e | Dmert | et | cieseama [o0L (@) [oor.(o)
metes | M| Cieesion | 28708 00 % of
1 @ | @ () @ | (s
1958 | 282,045,850 | SUETT,IC | $5.5i4,296 | 22001 | 35.30
1959 300,699,544 | 67,559,702 151,042,710 | 22,46 | 3¢.60
1960 333,480,717 | 70,802,505 | 104,342,064 | 20.05 | 29.51
1961 | 357.840,632 | 71,456,864 |107,173,35¢ | 19.97 | 29.04
1962 364,139,492 | 73,534,091 104,254,407 20,19 28,63
1963 333,419,359 | ©6,354,843 105,255,492 | 19.02 | 31.10
1964 367,482,454 | 29,45%,827 | 13C,852,547 8,01 | 35.61
1963 385,200,000 | 30,000,000 |171,000,000 T.IE 1 34,00
1966 392,798,500 | 31,000,00C | 131,332,500 TeT9 | 3343
st
~oureets As for Table 2.0,
rroduets, And also the cozuon eiement of excesnive fluctuation in

export duties is gbsent in not caly tobascoov pruducts hut w«dso in the

clher important import dusy reoceiypts, .
“zble 3.8, tobaseo product: sre expected to contritute more than 30

vl total import dutiee for ¢ of the & ysare under review,

In yeroentsge {erms, colunn (5)

Yhen we

sonpare import duty on tobacco products t¢ erport duty on tin and
subber we find that for all the seven years till 1964, tobseco import

duty has produced more revenus than t
onwards) move than rubber ex;ort duly,””

1f?and in later years (1962
Therefore, w8 & conponent

¢f custems duties in reocent yeers tobeocco ;roducts are nowt importsnt
“ullowed by tin and rutler,

“ollowing?

The otheé eomponente of import jutier sre revenus frem the

1) leavy and feul oils,
~41)  spirits,
13349, Table 3.8, Table 3.5 and Table 3.2

N ~7 - N



1v) Toxtiles and apparel,
%xh of the above 4 itams contribute arcund $20 =111i0n dollars, On
W“mﬁh t; hm ver, &tﬁogo;mt fron petrol and tobaceo products
have & “Mon’ 3R 4 of import duties. In recent years they

receipts frem impert duty om petrol. mainly becsuse of a decline in

\ERORS Daty 8 _20%2]) Reverue

TABLE 3,9
SIONIFICANCE OF IMPOR? DUTIES 1IN TOTAL PREVENUZ

Year |  Duttes Totel Reveme X ok b, )
: (1) (2) (3)
1 — ~ V
1958 | 282,045,851 162,465,446 36,99
1959 | 300,699,544 890,972,163 33,74
1960 353,481,717 1,069,020,972 33,06
1961 357,940,632 1,081,006,862 33.11
1962 364,139,492 1,097,388,792 33.18
1963 581,419,359 1,150,246,312 30.5%
1964 567,482,454 1,338,195,777 27.46
1965 385,200,000 1,437,400,000 26.79
1966 392,798,500 1,556,050,500 25,24
1

Sources As fer Table 2.6.

alike export dutiss in Table 3.7, import duties, (Table 3.9)
does not n:ot any ;ﬁcmtm tendencies, There hag been a general
inorease in impert duties over the whole period exocept in 1963 when it
fell by 813 m, from the 1962 amount. In that senae, import revemue is
nore condusive o good predicticn end often is more reliable as a |
souree of yevemue., Columan (3) which gives the percentage significance
of import duties in totel revenus can be divided into 3 parts. In the
first plmﬂ e 1958 had a large percentage figure of 36,99, Secondly
betveen 1959-1962, import duties contribution had remained almost
constant at 396 which gives further resson to belleve that import
luties sre less unstable and fluotuating. ~The peried beyond 1964,
ohows o deoline. The 1964 decline was not so much due $o a dec



::Wﬂ duty 3‘::01’%- but more eo because of larger inareases in total
ol’m“ ; M“ ‘:mrt duties which consequently lowered the percentage
“mmrtm; ¢ "1 0 total revenue. Sush would else be the ease if

:ﬁ bt gpg:z ‘;uooli%é h;(aig good, To get a proper perepective
one ha (3,)"1'!, oh o usns (1) and (2) before deciding to analyee

 One more useful companies to be drawn is that import duties
s:;-e eves more Wtu & source of governmsent anmuzgan export
dutiee. “Impott Duties have been very much more importsnt (1} times
roughly) than export dutics. The significance of import duties has
risen, relative $o export duties in recent years becsuse of the
declining iaportanse of the latter. '

Gensrally we iay notice that in common with other developing
countries, where little or no industrialisation bas teken plsce, and
vherve mamufactured goods ars by snd far imported, tmport duties in
‘:laysis have been an important source of revenus ,in fact the most
iaportant., With industralisation, however, there is bound to be import
cubstitution and eubsequently ths tread would be for imports to diminish
their eontribution to totsl goverament revenue. Although, this trend
308 not very significantly 3¢t in, we may note that the reduotion of
revenus from import duties can, bowevsr, be partly off-set by introduoing
some Other form of taxation such ae axcise duty.

, Generally speaking, there exists a corrslation between
fluoctuations in export and import revenus with a time lag between
receipts of exports and the actual spending of that income on imports,
Increase im export duties results froam higher export proceeds as a
result of higher export prices., Higher export proceeds in any one
year indicates a greater capacity to import and larger imports leed to
higher yevenus frem import duties, Looking at Tebles 5.7 and 3.9 it
becomes evident that any incresse in cxport revemue in reflected in an
increane in import duties the following year. Apart from the 1962
import duties whieh inereased even though there was a decline in 19§1
export duties, all other years seem to follow this general rule. I'ven
¢or this period, a decline of export duties in 1961 and a further
decline im 1962 had a cumlative effect on import duties in 1963 which
was lower than the 1361 and 1962 import duties fijures, There exists
mr.fm, in any export orientated eeonomy like Malayuia, a eloa.x-cut
correletion between export proceeds and import proceeds the following

' Tais export duties and import duties changes.
choal 1s refleoted on &P o in export duties collections to

n . P
iomediately reflected in import duties, But a long series o
:duotiom or i:gmu wiil inevitably be felt in the other sources

of federel vevemuo.

et o ) he b te amount of customs
o .10 column (1) shows the sbsolu
revenue geﬁ:;:::j gr the period under reviev. The trend of total



| TOTTRUARCR O CUSTOMS  DUTIES I 1oTAL REVENUE

Year | w mbene Total Revenus ¢ >m'n(” "
B 5] (ORI ekt e
1998 | 48603,m5 | 762,465,446 54.90
1959 | 527,826,357 | ego,0m2,065 | s9.24
1960 | @33:,122 | 1,069,020,972 57.57
198 | 549,904,02, 1,081,006,862 | 50.86
1962 | 541,455,200 | 1,097,383,792 49,34
1963 | 533,133,838 | 1,150,246,512 | 46.34
1964 | 567,493,335 1,538,195,777 42.40
1965 613,200,000 |  1,437,400,000 | 42466
1966 573,798,500 1,556,050,500 36.87

« 1 —

o o

‘ourcet As for Tadle 2,6,

customs preveaue was inoreasing till 1560, This wes lLecause revenue
{roa both import duties snd sxport duties was rising during that period.
“or the next thwee years, 1961-1563, cuatoms dutie: ahowed a decline.
In this phase decreases from export duties were act accompanied by
sufficlent inoreases in import duties thus resulting in net reductions
of customs duties. 1964, however, shows an incresse in customs duties.
in that year both export and inport were rising above their previous
years levels, (mee Tables 3.7 and 3.0) ukioh resulted in an increase of
74 me in oustoms dutiea., It is to be noted that Customs lLuties have
not caly formed the most important source of federal revenue between
1553=1964 but vill elso be thse mest important source in future years,
Un an average, however, there has been a deolins since 1961 in the
total eontribution of Customss Duties to federal revenue (see column (3)
‘able 3.10). However, Customs Duties are still the most important

aingle souree of ocentrazl goveramcat revuaue.

In actual fact lalaysis depsnds on Custeae 333”‘“ izuch ncre
ar most other oountries. According to adler .‘}’.E‘i” total custous
iuties form only 29.0° of total revenus iu undexdeveloped couniries

© Mupigeat Policy ir  Developing Country®, m.¥. Mrd (sd.),
"eadings em Texation in Develoring Countries”, Baltimore J. fiopkins,

196¢, po 3le



e L, e St - GeVeloped countries it forms :
The situa "lee } an aversge of 11,%%,
inoome !‘:::“1::522;‘::1:°1§‘typieally that of a ocountry whose natiomsl
a few primary oxport ueuabzzzfiifzzg’ oi, Partisularly on the prices of
on custems duties tnas otber demt. ayeia therefore is wuch more reliant
rubber and %12 are flrge. ¥loping eountries, Horeover, prices of
of the world ot wetuating aceording to supply and demand conditions
of th aarbets. Such e ;ituation has inevitably led to a built~

: ‘ revenue and this is quite evidentl
§3§§'§§:‘ *‘,‘his‘iff‘?93°ﬁﬁ between the estimates and actual aolls:tiena
e - years, Sven the Finance Hinister in framing his budget has

\ uﬂﬂtﬂﬁ‘ﬂt#tpin &verage prises for forecasting revemue collsctions for
the year. Apart from the fact that we have an unstsble tax structure,
n case Gan be meds for this heavy relisnce on customs duties, In the
tirst p&aas! e;za%iea 6f foreign trade is aduinistratively easy to
colleet, ~eCOnELy export duties are imposed on the most proxninsnt and
srofitable expert comeoditiss litw rubber and #in, Thirdly import
iuties provide a means of taxing indirectly even the poorest.  And
ginal&:'sgchjta:ss Play a protectionist function for local manufaoturos,
??i;‘ishooelinx inereesingly 4important in the framing of recent supply
fan 9 L e

~  Qertain besic features of our customs duties structure are
now evident. In the first place, Malaysia depends largely on ocustoms
iuties for the reverme, But revenue from exports in recent yesrs has
tended ¢6 declime and in totality, customs duties have shown signs of
w0t being able to kick in '~rge amounts of revemue, Therefore, we
have g two-pronged predlen {1) heevr relisnce on ecustone dutias,
and (41) ble decline in customs duties, The only wey possible

to remedy the situation is to broedem our tax base, 1% would involve
s search for asw eouvces of revenus.that micht release unes froam our
traditional dependence on spasmodic oustoms duties, It requires the
videning of cur tax base by introducing new import taxee to compensate
for the decline im the existing oustoms duties and to cushion-off their
fluotaations, . ¥e have till now only made little effort in the way of
haraeaisctina;s of tariffs betweon the differsnt component of ¥Mslayeia,
A poliey eimilar to that being followed in income tax is urgently
required and ad hoc consultations with the Borneo States should be the

first step $6 the establishment of a Common arket.

lﬁrinanéisi‘stat@manta, op. cit., 1958~1964,
léaggk;gagari ﬂalaysia, Anuel TNaevort and Utatoments of
&caoungg,'i§§5,, 



