TRE aacm e mm*** - Exmmma&s zu mmmu n

% ;:@hs main autliaes af, %@‘"alayaiag iganc‘al
~ system are 1sid down in the fiﬁancia1} rcv1sisas of the
«;?eéeﬁal‘comsﬁitatien. -In the ennual Financial otateaants
et 533 3953£33293 puhliahea by the. gﬁvarnme“t two types [- ey
,11&2 ;;;,a&iturae are éigtiaguisheag aagely gaar eé expenaia‘x kB
WUres anc s ;l~sgpenaieg2§s. Chargeé tures are ,
% charges the Consolidated Fuad Ia,tﬁa PFederaticn
fnch ‘f£inancial provisicns for the Yang di-Pertuan
Bg, tue judges and pensions etc. For this categorw of
ﬁﬁp@ﬂdicaxes annual epproval by the ‘Parliament is not nceded.,

 Por eil expenditures other than this caseory annual ap)roval, ﬁ

of the Periiament is required before the sum can be ex n od.
?hia is acconplished by =eans of a 5 zplj Bills Tor t o
- garpose two budgets, which are estinmtes cf reveniss and

| expeadituras, are Pﬂﬁﬁﬁauaﬁ to Parliaaﬂnt far apjraval
';‘ﬂ“ﬂalxiﬂr. R o ‘

- Lol Crdinary Bnd et covevs *he x'cufrent azgen»
,dituxes.at'the central gavernment such a3 ad lnls uf&tibﬂ’

' defence and security and incluces the aglariscs aad e.cluments

of eivil servants as well as educaticnel eaacn*i*ursu etc.
In shozt c:dinary budgat axpenditures ccver Lhe costs of |
running the aschipery of the. central gc %ant. The

" gxpenditures estimates contain the ﬂeta¢lu b e'pen~i*ur a
7elasai£i$d.uniﬁr Becds and Cubhe ds scconlin: Lo uepirv-e. ts
apd ninistrics. The estiasies are subject Ug;gab“uaa anG

' a_.endments, if BCOBBEALY, DY the P&@liduenvat,a&tsf'pusulﬁh
" ghrough the Cenate end after receving th cons |
 tbat of the Yang ﬁi@;ﬁxtfl_g_~ g, the

 the legislative authority i




m Wﬂi&iﬁ}' 13 pmmutiag e bﬂl mst in the
i 1 msﬁ,be mim,‘ and this ap 1ies part immly
W oustome fidutiw. In these cases the

!ff*mae: %ﬁm the Frdi.nary &dget them ia a ‘
imm% md.;&t zmicg ce&i:aias Waﬁmms to be eﬁﬁr 'ﬁé

'ecnstmct;«:a, iaps ;.mnt, mplaeemnt anﬁ .

awh&mw and . aany Qﬁixer canital

8 ané irrigatioa, transports and
‘is;&m. éefsm “and security, m’mﬁﬁiﬁ ar th -
‘Ia other words the Develcopment Budpet is in f&ct an
| ate of tmse varied exnenditures for éanhyear. - The -
A reeat Badpet is ml}.y pre%m:eé by the “im* ts.r ‘

& :f,l&ml Bewlopmnt. | | |

L m wsxmll mammm af the hud 'et i.., ?es%ed ,
- with m freagury which scrutinises every item of exrendi-
tures wmem by all Departments and ¥inistries to be
1&&1@ ia tm tudget proper. For example in 1367 the
aﬁﬁ serutinised altorether 88 e«tim’cam
75 submltbed Ds taents or Ministries and 13 by States.
e‘th&r 3 ‘ahe ‘peasury bes the mspambihty to
; ?"a:z erfectiva allocation of resources,; as reflected |
"3 wiel Badget, in orxder %o gserve naticnal objcctives.” n2
me objectives include “nigh level of employ-
xmt pﬂm stebility, balance ag meﬁks seuihbrizm m
- growth of the mﬁam& econoAy."” | ~

cﬁcn‘.ml”m" f"‘ie r, umal}.y

, f‘%\‘l;ﬁmwewr the 5- wodiate
roausnt Secretary or e id




 Pertusm Agong.

e m mmning afrimr is au.’b ect %o auﬁit
ggil‘%zm astual suditing of actual ﬁ*}e—gﬁim is done byff
. The Mm&e GCeners]l and is an integral part of control.
eM@neml is directly responsible to the Yang di-
& s Ay ‘He is therefore independent of the meutiva. -
he pod 8 to aaceftainﬂwhether all ressonable preeautions
s ave been taken to "saferuard the eollection end custody of
@mm nomey and that the correet proeedure is fallwed L
Rt soidom Bt mm&*s. In the performance of his dut
i ‘;;‘eaﬁ‘ MW agcess to all relevant documents and he may W
@fﬁ.mg ﬁssncamd. The suditor-Genersl is axpec%ed I
; aﬂ&e& 1a fact. impar ial? 3 semtinisa ami repoz-t a:m

. L ﬁ %md.its.cml ie.)eriptmn ef‘ the *m*&ertams$ af

gevemans ector in the econouy recuires a refemace to

- PRDLAS é‘—&&i‘éms as a percentage of GNP, This is &

_ messure of the extent to which the public sector drevws an
“ths total resources of the country and caaseqmatly the

‘;,~;'a£kmt to whieh it can affect the al 1ecttif~n of fe.;mr#:eﬁ

vorlcus altarﬁatwe A.;ea,.

. RN m M .gia govemmnt eandl ure fsmxs a

| aima&e porticn af GNP at aarket price. ‘Apd the mlat:isa ‘

- sise mm a tendency to prow larjer over tise, This means

that the public sector has becoxe ‘iporeasingly more impore

.~ tant in tha allocation of total resvurces. It also follows
from this fact that the movernnent is in a more facourable

- position to achieve any aoozm:ﬁ.c objectives it nay set upcn
{tgelf, From Table 4.1 it can be secn that for the peried

“ 1957—»196? the share of zovernaent expenditures in GEP at .

- mezket prise shows 8 steady incrense, except for the paﬂ@ﬁ |

| 195&-»19 ‘when there was & slight 221l in the pamenta@. =

~ Per 1957 ¢he ghare of governazent emaenditaraa in GNP was

© 19,3%, By 1964 the share had risen to 25.5, and by 1%7
_j,it had wmd aa..gr., o

fm thc f‘ ta e«,iwn in I‘able “'o
lat:ion MW&@?} "”"i'r' ané
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0 GRP mlmttd tc 8.5"@ th

« y ’ at of gcverﬁaeat axysadiu

F!B n:igi 88 15,4%, These results. thus appeared

g Im "Ve pro ia aa ompirical verification of Weimer's
Jtul%uha '8 8eens to fit Aa'ner's law because she has
at i ¢d on a process of indusirisiisation which aim

8P ma n; hér preéornimmly agriculsural economy to
B hgspp&% ggox;ipgéa Ehmy g«a re:al%en that this xaﬂ |
-ath cen estern turo fxsoa

~ Where Wagnmer derive: nig *erwsralg?tion that tnepg wasg

~,f;:~,§.§§m°f*i°“ mlﬁgieﬁbewee“gov mem ex anditure.a and

L RGIATIVE u‘h !’I"Y ‘? ”vgg_jrg
Tﬂﬁ}5“43f7f§?£x; NP

= ,nza:aaz:ﬁam

: w i’* 67| saiel
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| ,a te
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| ‘1‘0‘3&1 BAdgot sﬁxpenditube | 3 95‘7 7 1 2,683 . 15.4
’,‘llcurmnt ”Dandtm L ‘ | “7‘55?' i,;té&? ey 13,0 |
| V%valopvaent ulxpunditure b e E56 | 6.1 |

N “m? at: uarket mce R w088 | 9,500 R S
'*aource: aa 1n eole 4.1‘“»

cte Rer urrent aad mvela,«nem x*«enf‘itv c
S o Potal Dudiet i‘kpem‘ uum %e
‘tory- i‘m»:iai

Y "'”'M,’ i G T L YRRy

ftz‘lncz.er tc ; -

R . sta

recurrent - m 59\?@1@4"
ture zrow at & m.c. rro
, 'é’ue fxgg 1957 to 106’? while dej'velnn

the rate of 36,1! per azimm'the co:




[gi:g;; fg’ th‘ °1V1 aerw' nta ango zﬁi&‘h;é“’éii;“ﬂi sgm.: e

' ::i vrovide§u§§$ wculd re: 1e»t an increaue ot *ocd& &ﬂd aervices

"V’jPOpulttian, it many be conaidored as a "pe
Tjta cater for sore

'ﬂywell a8 in the nenr fu

,, the sovern ent., Tnis in ton s reflaocted »

5 ‘ - 3 y
M g2rineraase in public sector em,lcgnentf fhus governaent
i ices irovided a;plcfment Lfor 220,00C persons in 1950

~but the sure g¥° To 2574 , -
;; §&%& was 5? 0se. “/ 97.j&6 1n1j65.fhe qnnualrowth o

”d7mo tbe ex@cntﬁtﬁ 17:3‘"‘é““j ae,

. w sk s
'=Ttiburaa 18 the inevitable cunsaqgence of 33

: -Lmrc'el&e in Ly
crmanent inflgenae".,:
logic ig “uita 8inple: uore ex- ‘endity: ¢ must be lncurred
. pfe even irf Oﬂlj Yo nal ina statioa' :
f;gnany level of pub e services. In 1557 the posulaticn ;f
S agaiﬁéwas “o&4 Tilldcns but had ri,xa to 10,1 2311 ns
1:%13 15672,% Tre snoual population wrowth roio is shout 3
. ctne ef taa highest in the world, Fer the y@*zca un EP f<<§
ujgtudy & 8p eial feature of the uCEUldtha*g vwwth ncn8~ to
~ be emphasized because it has an,imycrtmnt vecring on
;@avernment eypenditarcs uhriﬁi the poricd under studg aa
ture, It is that the 1ncxe¢se in o
~populalion sad beon mﬂlﬂl{ in the youncer age grcup and s0
- 3peated a da adency croblem for parents and govern,ent o
- alike. ‘ically more educational an: sceial expendi-
- tures mus bo dncurred for this sroup of unprosuctive
; citiaena 80 3s to make then more prodactive in futurc.

e The ph@nfﬁenal increqse in govern: ent o pendie
; tura was alsc to a eertain de-roe 8 fleftlon cf the |
laproved standards cf living. As weasurc? by ser can ita
incoae the standards of living in "alayqia had 9hown 3018
improvamant, from £772 in 1757 %tc 2940 4n 1977./ TFor this
- reasom we cculd now afferd zors 3ublic zo~3c *nd uervﬂces,

‘,fthan formarly. oot Ik ,_‘,,;_“ L R DRI

3 mt the 1ncrease 1n GNP alona ccul& q~t hive
ﬁiﬂustainaﬁ ﬂuch a tremendous r.cc in - vernn;nt e'vﬁn\iture.
. That then was the basic cause? The cor oot cnmuwer could

i*be found *n tba chang&ab e“ynaais of écv”fn ent's role




, e , e now h&d
«_,,fb!unt ccncaption of the rele of varnment and of the
OOdB aa {rservices which ﬁhc:u%c d be pmvidod by thﬂ-fﬂ:ﬂ» T

o t-:githcatrafaadous

L SSeLRee i g0Vve) tures es ecia evelo |
~ﬁea$»txnon41tute& &fter Iﬂdependenc;. g@t onig‘vas th£” SRR
g 7eh e of developmert expenditure much rreater et

i hﬁﬂ;thgt;atpmwsnrrent expenditure but it wae being accalen—if***"
~ rated recently. Expressed 88 & nercentace of total o

'?ﬂ'OVGfﬁﬁeﬁtgax@ﬁnditaree;r“eve1¢pze“t exipenditure was 17,1

1 1957 but had soared to 31,1 in 1967 Simce: maéggn-. s

| Q;dcaae“zhe“gevarnment ‘hagd aenscieusly %akea upon itse

~ the task of guiding the di irection of the naticnal econony
. even though all alon- 4t had subscribed, and still aubscribem o

~yf} ta tha priaciple of;;raa enteryriseﬁ*;:av

Sl This %ramaaﬁeus 1nsr@aae in devﬁIOpment expenmg';; *
,;s,ditase was _the result of a strong desire and genuine effo .
%o &4  the base of the pational eco.ony, to les: ‘ep
~ the nation's de ependence on the export earnings of tin and> 
nrubbqr which had for 80 long been the pillars of Malaya's 8
. rit ‘but which also c¢aused 80 much fluctuatians‘*
g: n éconony.“ There wes also a vast programme

‘*;to bnild.up a sound economic 1nfrastructur0 on which

further progress could be made, presuzably by the private
sector, The actual projects o§ devalopment were ambcdiedf
‘rin thc variuus five yaar‘plans. SR R | |

L 8 see Iin Gbong Yah, Economic nevelo ment = SR
moﬁa;;,@ﬁjs:s.Oxford University : ss. , 3‘ ’upur, 957,“

9 (1) First DeveIOpnsnt P&an 1951“1455'~‘,,'

S (ii) bacund uevelopmant Plan 19%6“1**O -
rst aaqua;ﬂiva Ybar Flan)e o

i '1 (iii; Ahirﬁ uevaleﬂnent Pi¢a 1 61~116)
~ (Second f,;»‘ ’iveﬂYear Flan). - |




~due %o the fact that the valayan econo-

| the menng o AB BOVerniont development eXPen'iture includes
§  the soquisition of property ang capitel goods alrendy in-
L h11°°°°‘*t7¢°93=ﬂﬂtfoxarea;;the;eantributicnfﬁfxthe.é‘ R
- P pojSector to eapital formaticn in the esomony, From
o thatm nt of view of the -rowth of tbe public sector and
 v28% of the derrc: of gontrol that the "overnment can
‘j’%?rei";ﬁnjiﬂveatmentdecigiﬁn”énd*hanCQ”th‘wallﬁcation
oF Pesources, the amcunt of capital fornstiom in the
- PubMe sestor is nozc relevamt,

st TN rtive imvortance of the public amd ..

; ~ffhi““!”6t°r}in‘-t:mss* fﬁg?:ﬁgﬁgl formation 48 shown
~in Table 4,3. It can be seen that except for 1958, 1959

§  ond 1964 gross fixed canital forzatiop io the nublle

~ 8ector increased steadily in absolute ¥er®S. «3 & percen-

! tage of total fixed capital formstion it alsv increased

~ steadily; in 1357 tue percenta-e wasg 0ouly 20.0” but dn
1965 it had risen to 31,67, Tne cclipbe In the size of

public sector fixzed capita] fopaaticn 4D 1998 wis mainly
98 C X ¢apitalfermatisﬁ1y w&S faced:ﬁit%?a

_depression in 1:58, Brcause of this depression ‘overnnent
ff?ﬁ?ﬁﬁﬂﬁ*ﬁéﬁliﬁpd,trﬂmeﬁhcuglyjgndjgbnsegaéntly,1633‘resdurcﬁsi:,
~ were available for capital for-stionm, Thiv p2tiern was
~ carried forward to 1359 even thcush tne ©€ONC 'y started o

recover in that year, This recovery was 8ctually re-lectec
~ in the increase in fixed capital foraation in the private

sector, The continued fail in public_sect¢r carital for-
mation eould be sccounted for by the 1 ¢k of synchronization
between the budiet and actual sccnomic 600B-iti.ns. Thus

‘the budget for 159 was formulatec im 1758 when there was

‘a depression which was expected to econbinue in 1-55 gso that
even though ecocnonic conditicns began ¥ 13P§§V9 in 1759

‘public sector capital forzaticn still declined 88 ecmpared

o 1958, Incideatally this Jecline ip public sector -
 capital forratiocn when the econc:y be 8D g?,rg°°§?rbir°@
¢~dﬁyriﬂﬁiﬁnﬁpr§duced'a,countercyclica1,9 ect which was

‘never intended,i0 |

,“3_:?;*?sftVHBv1n;analyueajtna.cvgpals;ﬁ%cf%?gszjf§§?§ |

‘capital formatiin in tue public sector W< =% FOW lock
into the distributicn of capital fer-aticn @8 boTmeen oo
differen’ sectors of the econc.y. HoweVer Sfidlled statistics
 of sectoral capital formaticn is not aVilp P GO LEL B€
" can only rely on the public investnent G°FE SLVRR DY the
~ various five yeur plans as & rough uc"”" ~ In this connec~
R e ot o gffggegsgggg Mg aich it is not the

hese of

et n i m

~   v ,ﬁfféft5 ¢f 53#é®ﬂﬁ¢H$fi1 f,?” (
pellowing section, -

“inveuient includes =
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o L SREVion n be t;&kau as a.n & mxi-v
‘;qu,$§1to,ef;§hia ggacmggangy the 1gg£§ga&ng
o8 the actual mmss af

msaon 1ﬁ the p\; 11@ mger‘ . kp’

C peaMe Lnvestnent 1n Malaysis is shown in ‘:T&bilﬁ
4 @. R m bs seen that 205t of the imr&stmn’k m been
| ture edonlnan '

. Mt“mc Thﬂ

of tny mzmnu Of the total invest-
ﬁum larg ® part was for rubber seglnnting,
” ar Plan, land éaw ment e

‘ ,ar m..x zle as zmﬂh as 145,000 Rtra P
e pgr Q ] ! m 9“ o B
"lm Of 12. famil eag?? f p ng SR

‘ o wa‘“’ %etﬁr which s‘mmd mﬁred ia—crease 113
B g was social aervices whi h imluueé edueatim, SR
f';‘fh“lﬁ mé welfm services, ? o

ene uld be noted tha% public imestueat far o
',?z;tho pam.aa 1961-1965 mo re than doubled that of 1956-'1966*1’,' R
This was an mﬁieaticm af some determined efforts to S
iuprove the standard of living of the people., The |
insreasing ortence of the public sector in total fixed ;
~ capita) formstion was also a reflection of these efforts.,
These Srends thus supported our argument that increasse in |
~ government expenditures was mai. due to & change of
1 gcvermnt'a :‘ttitude as res"ard ts rols in the n.ational_
QQOMWQ SR e ‘ . R 3

L umal polic has come to mean & policy hy which
‘tha mntm;:es ts financss insm:hawayastsx' | |
exert @ stabllising influence upcn “the econouy &s & whole, -
In doing 80 the government can operate in three broad areas;

tures, in taxation and %n ggbt emaga msgﬂanzgségm m:' TS
: exte expenditurea are to be us ;

‘ :g‘ﬁﬁatgt pgﬁzy they should be reduced in inﬁ.gtiomry

;pexd.ads m m:'eased g perio of def t::mn

| mgg% ef tf;: : ‘,se canstmiﬁts eriuinate fm:ar
i fw& ,ﬁg 11&‘ r of certain catecories of govi

@.
“la ﬂatiamlldefmce expemit; 'es




sh are more ﬂexibls and which can be used to
r‘mgzﬁ.e&ﬁ; %e econony. For this purpose. public developﬁent
;lemaﬁitms &re considered highly flexible grcvide& there
- is prope on the part of the suthority concerned.
.;’._Inymip s 4t lenst, these expeniitures can be insreased
aepmasions and scaled down during inflation. T
‘has been vig gorously arsued by Benjamin Higzins that in
spite of the technical difficulties involved in their = :
~ planning and executicn development exignditures shcald be 2

usea m a emmtetcycliea}. instmnent

B %“om we pmceed tc ‘exanine the mnf*itm |
"panay, i.f any, of the Pederation cf “mlaysis, it is
neces.ary to ncte some of the characteristics of ’salaysim
economy inm cennecticn with econozic fluctustions., In
common with other underdevelcped countriec which export
853 vy conmodities, econonic fluetuaticns in “falsysia
are axtemany 4induced. ¥alaysia is heavily dependent on
‘the export aaminm of vin and rubber &8s & najor source
of income, But 14ke other prizsry cowo ities these two
‘are mwaet ‘to violent price fluctuaticns accordin~ to the
forces of supply and demand in the international market.

I e of e rtg wﬁ“‘ recduce the incone and
Adgginthe price m Howesver”me Qﬁﬁam‘? ATy

st ﬁ&nic.hvnl* s,n“fmm reduce




Ealayaiaa*aaangzyfﬁs de riba&:,_f |
the ms blem of fiscal control e
enditures are é&iﬁﬁﬁiﬁﬁﬁ ar evaa,?ie:v*°‘~‘“
rio&s“cf ‘depression .0, ‘

; as %o maintes

the period under ~f'2 here
ds of deflation and on tion,14 wg
~-flawt39fﬁ of 89?ﬁrnmen3 &xpaaéiturms 1n

=% z:mzzazzaa,z-#x#s#éﬁ:#@aﬁﬁ##ﬂ‘ G
¢ million,) 5 (5 millicn ) -

| 1)57 e . a0 S 957




ﬂ"“*@s%mﬁ smﬁL‘JFL
1%0 ‘

cod by th@ tiﬁs Iav~batseaa haﬁgstin* end actual iR
¢ of exvenciture. Por example the 1958 eXhﬂﬂdiﬁarssgn;;
yted for inr1957‘ihaﬁ conditions were favoursble, S
L d the 1958 expenditures fell short of the authorised
 amcouaBy while the suthorised development expenditure was EE
| %1?3;&3;11ﬁa the actual expenditure amounted to 2140 million S
o Yy« Easilarly actual recur-ent expenditurc was S848 (S
':zi om while & total of $934 nillion had been authorised by

rlisment, indicating that the government sector did not

s mich as desired. Yore specifically all those

,‘;:Z@snskaniutgmvernmaut expenditures, such as exveﬂﬁiu
~ tures oa publie works and agzicultuxa, which could pcten~
tially give !ise t0 more :zg loymnent, either declined or

%0 em fasignificant ent as compared with the 1957
res. 4ll these can be secn fron Table 4,6, In all eaaes

@ *wfs;tures fell ahcrt at‘the amount autborised ﬁy

Ehn$ all ths actual exﬁanditures fell short ot
wubai pd amourmt sugrests that there were some teche
’nieax~¢9«;z—vpestrative difficulties which prevented the
| aditures from being carried out in the same periocd,
‘teehnical and aQ@inistrativa difficulties tended ¢
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mti. t' fmai elmly_
o ae e 2 UL The ve nature o Vern-
‘e expenditure *M'MG:Y bemum bsd there been mggesim*

e8¢ ex enditures in order to counter the deflaticnery
—- : gmmant could have done so by .of a
, .te of the original budget. vafhe
*an govemxent expenditures secmed to
; In other weris tie 1,;z'ma;*nmmrts wasg
ad 48 tre individuals and behave

r that there had been no

exy men ﬂtums ::.:; an i% m::;ezzt

3 i m monmy bag‘;an tn memr ;i.n lﬁ j-?; %r tmt o

g vear. mmen%; expenditures. were 00 million, 8- &illimn, .

less &8 compared with tﬁe pr&?l*}us jear. g ~?z}mntw
oxpenditures secned to mva oeen eut down teo aveid a ra niﬁ
iaflation. f&;‘t agalin tsis wos not a delibe~ie policye It
wag ancther ns: ,reatatian of the time lis bobtween imdmtiwj ‘
i and actual inaarmme of exvenditures &s described in the

- last parecraph. Expenditures in 1 59 declincd simply
becaua& mm far 1:958 i&li am‘i vas @xpected te mntim
fﬁll ir. }- 59¢ AR o i

NI mt all tae e hed changed by 1%7» In 1567 ‘Gh@
e.n.eml 3!&&931&9 of ecconouic activities ani the decline
in world trade agnin adversely effected *he " alaysian
u.om::y.' Prinarily ac a reswlt ¢l the oroo in the rrices
<f rubber and tin ncticasl oulsul exy snded at a 1;~ ser rate
L.}Jan .in ].3’66;i The ave*d;,c" Lxrl.‘ L ‘V&ld" ('P Mt VA Coti"
.ated %o have Jcclined by 17, t!h.t ¢f tin b ’7", “nd nala
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