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5 & natien’s ﬂefenne pOlLCJ is verv cle ely interu
vtwined with its foreisn polity, and tho fuctors which
determine both are nunexrous and complex. To a si*nificant
extent imtammel security is tied up witn tho intern&tional
situation and the political and ideological alignuent of
the government. For instance with imstability prevailing
in inbemational politics not only must defence be built

up to meet all eventualities internal sccurity ~ugt also
b@ tighﬁened to deal wlth eneny subvercion.,' ;

| 4ith regard to Malaysia *here are 2 wmamber of -
faotors which complicaie the defeancc an! ﬁoxr1tf issues.
' The first is its ozraphical pc:iticn., It is situated in
o strate;ic paaitfen in the tirbuient Jouth-last isia
here a major strug: le for influence :c beixn: c;rﬂied out
‘"}j the at pOWE I'By especially China and the United sbutes
<f Ame:  Beeondly its forei:n pclicy hud be n cpenly
untiueommunist ‘since Independence. 7Thirdly because of the
| ultiraciallcharacteristico Malayoia iz cuoeciul&y
gasaapti ble tofpolitiual uubveraxan,i‘, -
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- ;defmca m snmty &d exper gme?w:lm msfgﬁ
variations gaused hy different circunstances, The :najer

- events which affected the defence and semzrity expenditums
_ ‘:wem the m::wy snd anmntatiom

T -.A"amte of &nargemy throughout zzalayn was
&eelmd on 1:749%.&3 @ result of the terrorist activitiss
by the & . Co .8t Party which intended to take over

‘ m? ﬂyémssicn on the economy. A tremendous amcunt of
e ture was incurred in an attempt to eliminate the
temriatm Ify in sddition te this, account was taken of :
‘properties destroyed days lost and of the drop in

PIC ;eﬂvﬁsy aapwmhy in tbe agricultural and mining
uw@om the damage done to the eConomy as a whole pust
have been very creat even thouch the extent of ths damag@ |
mm mt be &ccnmtely aasesaed B
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L S F@@m'Table 5. 1 it @&n bcseanthat a enditure
for th@ eaargenqy dacliasd repidly after 1 e :%n st t
i:of Euoxgnusy was efrisially cgar"y 51.7¢1357 o o Huste

S Eae Lenﬁ pandizure covared a vast f&ald of
~;a@tivieins all of w ch were connected with combating -

coarmunist nee, Cther than - ‘ilitary and police
~operations it iaaluded such items as transport, tele:on~ ‘
aunigat ions, compensation for persons killed and maintenance

‘can be seen froa Tables 5.2 and 5,3 which econtain selected
itams ﬁf &xpendi xa eennacted with the Emervency. '

”*, fbara was. howaver. one event whieh was nat covered
T&ble 5.2 but which had great effects cn subsequent
sovernment expenditures, This was the resettlensnt Progrm iie,
In order to isolate the comrunists aprroxinately 500,000
persons were removed from the countryside and resettled in
new villages protected by barb wire. The cost of the
resettlement progranmne was partly met by the profit derived
fron a lottery organised by the kalayan Chinese Association ,
and- partly‘by the povernment. |

o SR Haviag rosettled these ‘rural people in a garti—
cular location the governnent had to provide them with

bagic amenities such as public health services, water and
electrigcity etc., And because they were now - rouped to ether
and in closer contact with the outside world " they beran to
realise the importance of educatiun, Consequently they
would demand education for their childrem. All these tended

to inzzense anvernmeat eXpenditurea year after year,ii

o wﬁVf, &ﬂ@f'@ﬂﬁy could be con¢4dersd as a sort of
‘ﬂcialydistigganco which exerted an upward displacement
effect on govermment expenditures, This was 11 gstrated
by the fact that many types of exvenditures of e welfare
ngg“ which were originally introduced in comnection with
th E;, ncy had to heim&intained even when the Smer ency
:a: ov‘:ga ggﬁra was thus & "ratshet effaet" on governnent
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 The effect of the Confrontstion wa :
8 maiﬂ .on. o
,yupvggnneﬁt exzonditurna because defence had to be bézlt |
“gst ng?"m ailitery canfron'cation. ‘esnecially in
= 5 ay - Por this reuscn expenditures for aefence
4nd seeurity 1ﬂerew&ei froa £253 uilldien 1n 163 %o 3.5
illion in ﬂ64, an Incr:aie of about 5, ‘his increise
was suutaiaad in subsecuent years, tauagh at o slower
|  rute. bven wben tae Cunlrentation was ¢ lled off in ldw?
,bhu 1n$rease was still saintodned, 0

, fThe nun: nﬂd digAI ce*nnt effects of taéiﬂic§’é§n“
~ané‘the Genfrcntatiun wer: iilus roted in “roph S5.1e ramy
this greph 4t can be se n th aentitures ?ﬂ?,ﬂefﬂ*“a' ,
and socurity increased bteeply after 1.63 and became 1ore
or less stoble after 1,46, The exsonditure wlateav '
kextsndad beyond 1967 when the Oonfrontation was called cff.'

Thue ’ali*n:es hﬁd bpen *isgluced upwvard by the "soecial
upﬁeava,‘ and wag sny xwfﬂ et thut hith level &fter the
usheaval was everu : : _

“bgandituros ’cr Jduuut*en

R 11aj3iz gucition is the ros onsibility of
tha Fedoral Governmenu. mhe edugstional sttem is pasad
on the iducation Crdianancc c¢f 1257 and the iducsti.cn ot
of 1961, The purpose cf the . overall rducation policy is

“4o establish a naticnal systean of esucnticn which will
cstisfy the needs of tle nxtion and proucte jts cult“ral,
frcial. eccnc ic an’ pcelitiesl develovgﬁqt.”-

rhis ﬂOl CT aas sut Lnto DL evice uJ‘N*y iﬂing
ire= orimary egucativn {v1 ol years in oo “‘\ls usiznz
..ch of the eountry's faar 2adn lan~uags: aliy,  n;lish,
,hinese and famil. lHowever ut the 80u31 ry schoel level
7nly 5 qlish and W&laj educatiocn were arovidcd. o

. xpenditures for educntion hal aliays beon a
Jasfr itam of totel govern:ent expeniitures. Az oan be
Seen. from *dule 67 e‘uc“*ibnal expenditure bacanc nure

: mportant. lot only did it incrense in absolute
and‘mors i pﬂalao iucreased as a percentare of Tross

thicaal exﬁﬂn lt“
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ataep 1ncxsase 1n the nsﬁbér fvsahoélnwﬂi
primery schocl 6éueatiea'was_;ade free onrolment
re gggtcagszgayably In *his connection it should be
‘“@ - at 8 ﬁrlmary 8¢h00l lovel therc ‘were al-

te schools, The mnb p i i s

i e r of cupile 4n nrimap
*ls at the end of 1962 was 1,175,779 an ﬂ%ﬂiaﬁgy the
3L _population o '~*11*“@“,ﬁ? Jriary achicl-going

‘ obf 1,268,000, The nunbor oo cﬂil,ma of wriary
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pact tuwenty yeurs or £o most maticns
‘enciitures:*fcr:healw ‘and welfare

e Be &Al&yaia 1s 0 exceptica to Whls oneral tread,
e ,?L g3 ©of this incresse in ‘health anqg- wellare
czrendibures extend far beyon: tue nareey eo fines i the
cvernnent tud-et. They have innertan 4+ 1Lc 1‘1m for
- iitdealy socioleical and econouic devel: - - It is
wne purpese of this seetion to trace briafxy th@ Levelep-
cont of povernnental health fam wel;fa"e pro pa u,,,~;~in |
alaygg,a sime 1957, Sl B T |

‘"lth oervicas

| Expenniture on nealin iu prc cb*we in three

c&;e: fi“ﬂt it increase the n. pep Ol nin=loy ¢ “

‘i;fi},t con be perforzed; ,geccnaly it fanroves it
I work and thircly, i clesarin- otherwice «u*nhabitable

| uraaa, it atkes pﬁSbib e the use of nuvral reuvurca
xhich weuld nnt atherwﬁse be utiliﬂed.'

' In bbe early devels :Aenx of tso Qoxicul'uu*
ﬂalfh serviChs in Nal yola they were “adinly proviied Ly
the state zoverntcnts which aaintedned acct of the
Gospitals and clinics. .ith the eatablichrent of th
rubber industry the eastates set up taeir own. hospite la
G lock after their stuff, By 154 it wa: eoti oted Lhat
lcss than one third of tie nuaber ¢f ao p;twls TEIC
>cvernaent 1gbtithti ns but the latter cortuineaAtwn tiilrds
<L the beds.

' - #1th Independence in 1wb hual 9 h@c ;U wiaolely

fnlerul natter, except for preventive ne —ures ln vz

~unicipa11ttea. The acin efiorts cof pub¢;c health pis=
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viueases. the more 1mportant of which were zals wis and
ui memuleuis.
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e Aaather 1adicatian“ef thc ruru1 b1as ef D~
ent‘dé?ﬁlﬁﬁlﬂﬂt xnenditure. 3 ‘8een fron thegg;:t
that fop the F&ﬁ!t_ﬂap ﬁian Plan’lbe-?G agric ultura}
ifgiggnlnt g :gg:ggrs ?oen soz at a tap- of §1,086
while for plan
mxpendit waa estiaated te 9"5?3 ;gfg%od?vylopment

tries the gnvernaent 1&33@
7\$r§9313urﬁ 88 measured b

» 61-1965 devem* a0t expenditure po
riculturc ﬁas 5426.# ail1g fﬁa sxpendi ture for
1240 millie

1"‘ Thi Eﬁlﬁ playad by the vernment 1n indus*rial
nvelo

¢t one, h government itself aiqg
20t se m factouaa. ghe aim gf fhs fovernsent had been
@ growth of manuf- ‘eturir

;*Jdustrioag To this end man

ng
many types of fiscal incentives
/ére provided such ag pionoer status, éxemption from income
Lax and acoclezated depreciation etc,

. Im addition to providing the infrastructures
2cnducive to 4nd dustrial develo

ent the governnent algo
channelled some publie funds t rough pub

ic cor.orations
“nd statuto%; bodies to help tbe private sectop ln the
~ctting u

factcries. For oxa~ple the overnient was
‘t shareho £ lalaysisn Induat al Dovalognent Finance
orhad uhich axtenda d both lang erm and medium tern loans
0 the privnta soctor. |

| “"“('°Iﬁ°1065 a statutory bedy, the Federal Tndustrial

.velcpment Authority was established to coordinate and
:§cmote 1nduatria1 dovalopman$.~;¥ore apeciticalLy its
“inctions were as followa;

110) te undertake economic feasibilitiea stu%iea of
sindnaerial possibilit ties,
iii)nmﬁﬁe fha&l&tato 3xakanbe of 1nformation and coordination
8 uinstitutiens enzaged in or connected with
al gaz:dugtrial prowoticn work,
appliaations fbr pioneer atatua




60»1967 | |
(In “illicns of Dollara)

?;;:;::zﬁﬁza:::;t’;:..# imm ~:az=zaz~~zaaaz=:::a=::.:z::aﬁai::s:::::.‘:::a::z
?ear;'  ?¥ffi Recurrent  ~‘; Be"elo ent | Tota.
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L83 3 - 64 67
L. bl 4 - 82 &6
1+ 65 4 62 66

LUrCe s gggg Eaggra Ma;gx ia 4nnna1 ngprt 1 68
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Au in many other countries public debt of
“laysia hes increased trenenﬁously over the past ten
‘ears, Fopr the period fro: 13557 to 1967 nublic debt of
““layeia incremsed from 977 nillion to 53 14 aillion, or
‘rom 17,7% te 35.3% of GNP at market price.’ To this ertent
:Lterest paynents cn public debt has beccue a burden on
“vernnent finmance and this burden tends to becoze neavier

»gbh th@fpaa age of timﬁ., .

,JTh »ef*ects of. intere 3 payﬂeﬁts<nzinternal
e extarnal debt on the naticnal econc: are cuite aif!e»
*ant.~ Intexesk pﬂymsnts on internal aab _constitutes a
rt éf transfe r payments within the nutional econony ﬂn&
o mot raan@e tha national innoma alt;ouﬂh they‘may affect

| ” ,«.és'&ee ¢at, ala;s an Jebt ’tr@3°??erQ7~~m
bty *C Ji’ Vcl.) 1 &&, P&gge 5 Je o - , : T




he puttﬁrn ot invmatmans. On the ctner hand interent
cynents on external | debdt, bei payments to zoreigners.
0 reduce national wome;*and aonstitute a drein on the
~ -ources of the eeonog Moreover they have ‘serious
~oneroussions on the b anoe of payments, The total effects
¢ interest rayments are to render govern-ent expendituresg
Less flexiblo as an 1nstrument of fiscal policy.

| TABLE 5.11 SO |

- FB WERﬁL IF“ NET PﬁY”“VLb A3 EzﬁCﬁﬁi GES CF

| f TCTAL chuwﬁ SNT :x"“vsﬂrv B AND GNP
1y57-1967

L@ (3 S L R G
::z:z::x::xa:zzs&ra:za:z:ﬁ~ oo ::zzm::-.;:::zzza:::,a:z:g;:t:aa:‘sg.. Lo
f%xr~ ? Jederl GNP ~ Total . (2) as| (2)as

| Interest “overn nnt Zof | 7 oef

Payments | ;xpen itured  (35) (&)
_any | (%11>f (3r4) o

a7 20,2 | 8,348 f 957 - Qel2 2.0

e ) 2647 1 84,758 989 GeBG | 245

w1319 5,316 § 9.0 D050 1 5,2
Lo 83.7 | 50886 | 96 0.76 | Ged
S0L L 5064 | 54918 | 1,203 Ca85 1 a2

T R S : 7,088 | 15447 0,32 ; S 7
B 68,0 7480 | 1,751 el f D
4t 8l | B,085 | 2,051 1010 40
B 97.7 | <y728 2,215 L1 4
}fﬁﬁ ,  11 |  ¢§£2§9 24351 i 1,30 g 4.1
7 1570 : «§ Vs 502 g | Qo 74T I 1,444 2al

ey "' 1;64 £4 ures for “aluju only,_ o
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R ﬁost of the interest payments were on internal
icht siace iaternal 7ebt constituted & creat proportion of
;; Q’ ! 4nd as nost of the debt haz been incurred
r&;;anactign5with economic developnent whieh would canerate
sJdditicnal income in due course, intercst poy ents had not
crzeome oo heavy a burden on ‘governaent fiﬂ&nﬁﬂe However
ey are likely to become such a burden § *;e n-ar iature
f %the preseat treaﬂ grewth is centinuad. . |

f:an 8 t@ Qtatss

o -~ Under the “alagsian u@nstit tion the Federal
LYern ieat Mt make some crants to the stote govern:ents
“n econection with the maintenance of st ‘e roads, In
& uitien.te these roed ~rants the reder:l “overnrent »lso
eS8 some aapitatian grants to the state ~uvernments.,
hese erants are rigidly written into the comstituticn on
kie bases of mileace maintained by cach stite and the

pulation in each state. For this renson we should expect
i*i category of zovermaent expen .ture to be nore cr lecs
*cabla and not ﬁ”anable to nanipulaticn fer noliey ﬂvrvebes.

r does 1t affect the allocaticn of resources to any

“l*ﬂifieanx extent since roads have to be ~aintnined in any
*ﬂse, sud it Aces not make any difference wrether the work
e C°rried cut by the suate or the fe ieral cvernaent.

Table /.12 810WS tnut rarts to wtgtes had beeq

uite stable since 1 38, The sud.len inciare since 1
due to the inclusion of Rast al*""za in o the ! eueraticn,

. _ast 'alaysia also received sizilir ;ranic froa the
s lepral Govern“ent as the other states of ‘2ot “alaysia,
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RO All tbsse dif,erﬁut factore cper ted
”ifﬁl@aﬂﬁ@ﬂSIJ'tﬁ reise the level of rcvern-ent exvenditurs,
nreby enhancine their 1aportanca in t e nat;cnal ecoqgij,
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