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I. INTRODUCTION 

By common consent one of the major problems in 
translating the implications of planning models into develop­
ment planning policy decisions is the all too frequent inade­

quacy of data and other relevant information. The incidence 
of this problem is felt not only by would-be users of input­
output models and other sophisticated planning techniques; 
frequently, even the simplest Harrod-Domar models are ren­

dered useless for want of satisfactory data. Moreover, the 

problem is not confined only to the formulation of plans; it 
is of major consequence also in the "follow through" stage 

of planning: in the implementation of development policy 
decisions. One need not slight the importance of political 
indecisiveness and obstructionism in frustrating development 

policies to recognize that the most single-minded devotion 

to policy implementation will be fruitless if the necessary 
information base is missing. 

As a result of work undertaken over the last year 
and a half on the development prospects for Malaysia, we 
have had occasion to examine closely the supply of data in 

Malaysia relevant to making aggregate and sectoral pro­

* This paper is a product of a research project financed by the Agency for 

International Development. However, responsibility for all views presented 
in the article is assumed solely by the author. 
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jections and also to consider planning techniques employed 
in the country from plan formulation through the execution 
of development policies and programs. While it cannot be 
claimed that the specifics of the Malaysian case are typical 
of the less developed countries generally, the problem 
of generating adequate planning data and other informa­
tion has some general characteristics which the Malaysian 
case serves to illuminate. Hence, the examination of the 
Malaysian situation may be of some general interest. Of 
course, for those interested particularly in Malaysia's deve­
lopment planning effort, no appeal to a wider interest is 
needed.
 

The purpose of this paper is to examine the flow of 
data and other information in Malaysia relevant for plan­
ning, including in this term both the formulation of plans 
and the development and execution of policies designed to 
implement these plans. The concept of "data and other in­
formation" used here includes not only quantitative indices of 
production, prices, foreign trade, etc., and non-quantitative 
information such as progress reports on development pro­
jects but also knowledge of technical and behavioral rela­
tions in the Malaysian economy relevant for planning pur­
poses. The inclusion of this last type of information makes 
the concept of "data" used here somewhat broader than 
that typically found. Henceforth, "data" will be used as 
shorthand for all three types of information mentioned here 
unless specific exception is made. 

The primary intent of the investigation is to evaluate 
the quantity and quality of the available data against a 
rough standard of what data one ought to have to plan 
effectively. Most of the paper will deal with the situation 
in the States of Malaya - the Federation of Malaya before 
the formation of Malaysia. Henceforth, we will refer to this 
area simply as Malaya. Restricting the scope of the paper 
primarily to Malaya can be justified by space limitations and 
by the fact that Malaya is responsible for some 70 per cent 
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of the population of Malaysia and for some two-thirds of 

its income. 

II. ELEMENTS OF EFFECTIVE PLANNING 

Evaluation of any country's supply of data relevant for 

development planning requires a reasonably clear notion of 
of data required for effective plan­the quantity and kinds 

ning. The data requirements in turn will depend on the 
We distinguished abovecomponents of the planning process. 

between plan formulation and plan implementation, and it 

will be useful to indicate more fully the meaning of these 

terms. 

A. Plan Fornmlation 

Plan formulation here means activity of national gov­

ernments in setting development targets to be achieved over 

time, in part at least through deliberate government actions. 

this definition, plan formulation can include everythingBy 
from the analysis and selection of a few projects to the 

drawing up of a comprehensive program covering the 

economy in detail. The data requirements for these polar 

cases of plan formulation obviously differ widely. 

It is safe to say that no country which takes its plan­

ning seriously would be satisfied with a plan consisting of 

no more than a few projects. Every serious plan will have 

an aggregative component if it lies within the capability of 

the planning authorities to produce one.' Of course, this may 

be impossible in some countries because of lack of infor­
mation or of the necessary planning skills; but where this is 

-the case, serious planners will exert every effort to over­

come these limitations. We may say, therefore, that good 

plan formulation will include the setting of aggregative 
targets; e.g., target rates of growth in output, required levels 

'This perhaps is an arguable proposition. It is not necessary for present 

-purposes to defend it. hut the defense would be based on the role of the aggre­

gate plan in ensuring consistency among sectoral plans. 
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of investment, saving, exports, imports, employment, and so 
on. Moreover, the well formulated plan will specify sectoral 
targets consistent with one another and with the aggre­
gate targets and will list a set of projects also meeting 
these consistency conditions. It can be said in general, 
therefore, that effective plan formulation requires data 
adequate to support the analyses essential to the setting of 
aggregatc, sectoral, and project targets. 

B. Plan Implementation 

The other component of the planning prucess dis­
tinguished here is plan implementation. By implementation 
we mean the enunciation and execution of development po­
licies designed to achieve the aggregate, sectoral, and pro­
ject targets specified in the plan formulation stage of the 
planning process. 

The kinds of data needed for plan implementation in­
evitably will overlap substantially with the kinds needed 
for plan formulation. For example, the setting of feasible 
targets for the growth of domestic savings clearly will re­
quire a reliable time series on the historical behavior of sav­
ings. However, the formulation of effective tax or other 
policies designed to achieve the savings targets will require 
analyses of savings behavior as reflected in reliable savings 
data. The overlapping of data requirements will generally 
exist also with respect to sectoral and project targets. That 
is, to a considerable extent the data needed to set feasible 
sectoral and project targets will be needed also to formulate 
and execute the policies designed to achieve these targets. 

Because of the considerable overlapping in the kinds of 
data needed for plan formulation and plan implementation, 
most of our discussion and evaluation of Malaya's data sup­
ply will not distinguish between these two components of 
the planning process. There are certain aspects of plan im­
plementation which require data flows not generally needed 
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in plan formulation, however, and we will take special note 
of these. 

III. PLANNING AND PLANNING DATA IN MALAYA 

Before getting down to business it is necessary to note 
a qualification which must attach to everything said in this 
paper concerning the supply of planning data in Malaya. 
The focus of the paper is on the quantity and quality of 
such data relative to the data required for effective plan­
ning. The data in Malaya consists both of published and 
unpublished material, both types of which are available to 
Malayan planners. Our discussion, however, relates only to 
the published data. Hence, our assessment may not describe 
the data situation confronting Malayan planners with com­
plete accuracy. It is known in particular that much un­
published data have been generated in preparation of the 
,First Malaysian Plan. We believe that availability of this 
unpublished material to Malayan planners does not signifi­
cantly alter any of the major conclusions reached in the dis­
cussion below. However, some of the details of the discus­
sions no doubt would be different were we fully aware of 
the extent and type of this new unpublished data. 

There is another introductory point to be made. The 
discussion of the supply of planning data in Malaya is ne­
cessarily highly selective. Only the data relative to plan­
ning problems of major importance have been considered, 
and the treatment primarily is critical. If the discussion is 
to serve a useful purpose, little need be said about data 
which already appears satisfactory, nor should the paper be 
burdened with treatment of data of secondary importance. 
Note that the data are evaluated against a standard set by 
the needs for effective planning in Malaya, not against the 
performance of other less developed countries in generating 
planning data. By this latter standard the data supply in 
Malaya is relatively good, but this standard is not relevant 
for our purposes. 
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With these general points in mind, let us consider the 
supply of planning data available in Malaya. It has been 
asserted above that effective plan formulation and imple­
mentation requires reliable data relevant to the setting and 
achieving through policy action of aggregate, sectoral, and 
project targets. The data available to planners in Malaya 
must be judged deficient in some important respects at all 
three of these levels of aggregation. 

A. Data Relevant to Aggregate Planning in Malaya 

The fundamental data requirement for aggregate plan­
ning in any country is a set of reasonably detailed national 
accounts covering a sufficiently long period so that one can 
hope to distinguish underlying trends from cyclical or epi­
sodic movements. In this respect, the situation in Malaya is 
better than in many of the less developed countries, 
though still far from ideal. There is a consistent set of na­
tional accounts estimates on an annual basis covering the 
years since 1955,2 and these probably provide an adequate
guide to the aggregate performance of the economy over 
this period. Moreover, the Malayan Department of Statistics,
under the able direction of C. H. Harvie and subsequently 
of Erik Homb and R. Chander, has worked continuously to 
expand the coverage and improve the accuracy of the na­
tional accounts data.' However, there still are some gaping 
holes in the national accounts data of particular relevance 
to aggregative planning. These concern, in particular, gross do­

'The official national accounts for Malaya do not incorporate the pioneer­
ing work of F. C. Benham in constructing national accounts for Malaya and 
Singapore for nor extension of Benham's estimates 1953194749 the througi
by the International Bank for Reconstruction anti Development. 

'The initial work on the official national accounts was done by Miss Do­
rotthv Walters and covered the period 1955-59. In the National lccounts of 
the States of Malaya 1955-62 (Department of Statistics, Kuala Lumpur) which 
includes the most recent data, revisions of earlier estimates are given and the
framework constructed by Miss Walters has been extended to include consider­
ably more detail in most of the accounts, especially those on the production 
side. In National Accounts 1955-61 there is an interindustry flow table with 
29 production sectors identified. 
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The import­mestic savings and international capital flows. 
and foreign cap­ance of reliable data for domestic savings 

ital flows may be questioned since so far Malaya has had 

good success in mustering the resources needed to finance 

However, the First Malaysia Planits development program. 
promises to be considerably more ambitious than previous 

efforts, and it will be undertaken in a period when a grow­
must be diverted toing proportion of the nation's resources 

cannot afford compla­defense. For these reasons, Malaysia 

cency about the financing of its future development pro­
are well aware. gram, as its political leaders and planners 

This heightened importance of domestic saving and foreign 
the availability of re­capital, therefore, puts a premium on 

liable data relating to these two quantities. 

Thus, without adequate information on the historical 
sourcesbehavior of these various quantities, analysis of the 

of the country's historical growth and of the relative con­
foreign resources to this growthtribution of domestic and 

is largely frustrated. Such an analysis, of course, would 

make a major contribution to aggregative planning for fu­
and in theture development, both in the setting of targets 

ex­formulation and execution of development policies. For 

ample, the maximum attainable output growth rate will be 

by the ability of the country to mo­strongly influenced 
bilize domestic and foreign resources for domestic invest­

without reliable time series on domesticment. However, 
analysis of the economy'ssaving and foreign capital flows 

resources and policy formulation toability to mobilize these 
enhance this ability must proceed at best on informed guess­

work. 

While the most recent national accounts data include 
are co­estimates of gross domestic saving, only three years 

vered, 1960-1962. Gross savings are divided into capital con­

sumption and other savings, and estimates are given for both 
some Unfortu­the private and the public sectors in detail. 

natcly, there is no accompanying description of the sources 
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and procedures underlying these estimates. It is impossible,
therefore, to reach a judgment about the size of the errors 
which may be in the totals and in the components of the 
totals. 

Aside from questions of the accuracy of the official
savings data for 1960 and 1961, the absence of a time series
for savings leaves a major data gap. The June, 1962, issue
of ECAFE's Econo/mic Bullet in for Asia and the Far East
contained an article describing an effort to develop esti­
mates of gross savings in Malaya for 1954-1958. While the
ECAFE study is a thoroughly workmanlike job, it was con­
fronted with formidable data problems, and its results must 
be reviewed with suspicion. They appear completely incon­
sistent with savings estimates for the same years derived
by taking the difference between gross domestic capital
formation and net foreign capital inflows. These indirectly
derived savings estimates may contain major errors, as wilbe pointed out below, but soeven they appear to be more 
firmly based than the ECAFE estimates. Since the differ­
ences between the ECAFE estimates and the derived esti­
mates are enormous, the accuracy of the ECAFE estimate 
must be seriously questioned. 

The savings estimates which can be derived indirectly

in the manner just described 
 are not adequate substitutes
for direct estimates of savings by the various sources of 
saving in the public and private sector. The indirect esti­
mates, of course, include whatever errors there may Ix:. inthe estimates of domestic capital formation and net foreign
capital flows. Again, the official sources provide little basis
for judging the probable size of these errors. For example,
the balance of payments table in National Accounts of the 
States of Malaya, 1955-1962, contains no entry for "errors
and omissions." However, a report by the International 
Bank in the spring of 1963 indicated that in the period 1955­
1961 the cumulated "errors and omissions" entry in the
balance of payments was more than 80 per cent of the 
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Whether the er­
cumulated recorded net foreign balance. 

in the current ac­
rors are primarily in the capital acount or 

this discussion. The point here is 
count is not relevant to 

large errors in the balance of payments esti­
that these 
mates make one quite uncomfortable in using estimates of 

gross domestic saving found by taking the difference between 

The present work of the Department 

gross capital formation and net foreign capital move­

ments. 
of Statistics of 

the States of Malaya in estimating gross domestic savings 

is to be commended, and hopefully it will be continued and 
re­it would be helpful if futureexpanded. In particular, 

accounts contained a description of 
ports on the national 

on which the savings estimatesthe sources and procedures 
are based. 

In view of the growing relative importance of foreign 

in financing Malaya's economic development, it iscapital 
will be undertaken also togreatly to be hoped that work 

improve balance of payments estimates. There are no il­
openlusions about the difficulties inherent in this task in an 

economy such as Malaya's where foreign trade is of such 

importance. Moreover, the problem perhaps has been made 

more complex by the increased incentives to smuggling aris­

ing from the present unpleasantness with Indonesia. Yet 
is so important and the de­precisely because foreign trade 

pendence on foreign capital increasing, the foreign sector is 

of strategic importance. There can be no question that ag­

gregate planning and policy formulation would be greatly 
quality information aboutfacilitated by. more and better 

the balance of payments. 

on labor force, employment, and unemploymentData 
are of major importance in judging the past aggregate be­

havior of the economy and in projecting its future poten­
totial. Also, the formulation of effective policies designed 

achieve better utilization of the available labor force ob­

viously requires information on the size and present utiliza­
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tion of the labor force, and on other characteristics, such 
as age and sex distribution, urban-rural proportions, distri­
bution of employment by industry, rates of inter-regional 
and inter-industrial migration, and so on. Not all of this 
information is essential to rudimentary analysis and em­
ployment policy formulation, but the more sophisticated 
analyses which are required for the design of really effec­
tive policies cannot proceed very far without the kinds of 
information listed. 

Judged by this standard the labor force and employ­
ment data in Malaya are seriously deficient. Time series 
providing the kind of data just described are not available. 
Such data do appear in the population censuses of 1947 and 
1957, and the Annual Reports of the Ministry of Labour 
contain a certain amount of information for July of the 
year covered by the Report. However, this information is 
relatively limited - there is nothing on labor force and 
employment for the economy as a whole, for example ­

and it is published with a time lag of not less than two 
years. Of course, it may well be available to economists 
and planners within the government more rapidly than this. 

A sample survey of employment, unemployment, and 
underemployment was undertaken for two periods in 1962 
and published in August, 1964. This survey made a large 
contribution to filling a major data gap in Malaya and un­
doubtedly has been of considerable value in the formulation 
of the first Malaysia plan. A similar survey confined to 
major metropolitan areas was undertaken in 1964, but the 
results have not yet been published. These surveys clearly 
are moves in the right direction, and it is to be hoped that 
they will be put on a regular basis and the results published 
in timely fashion. 

Some of the information from the census reports and from the Minlstrv 
of Labour appears in the Moiblv St,,tistical Bulletin. rlowever. at mid-1964 
the most recent data published in the Bulletin was for July, 1961. 
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Despite these recent improvements 	it seems fair to say 
are seriously handi­

that planners in Malaya have been 	and 

capped by the paucity of current comprehensive informa­

the labor force, employment, and unem­
tion concerning 
ployment. The probing analyses required for sound projec­

are al­
tions of the production side of the national accounts 

most impossible as a consequence. 

B. Data Relevant to Sectoral Planning in Malaya 

The basic strategy in Malayan development planning is 

to reduce the present heavy depen­economic diversification 
The attempt to diversify is proceeding ondence on rubber. 

(1) to expand non-rubber agricultural produc­two fronts: 

tion relative to rubber production; (2) to expand non-agri­

cultural producton, particularly in industry, relative to
 

agricultural production.
 

To implement this strategy sectoral planning in Malaya 

obviously must concentrate heavily on the industrial and 

sectors and within agriculture on rubber andagricultural 

non-rubber (principally food) activities.
 

The data concerning Malaya's rubber economy is prob­

ably as good as that for any important economic activity 
The informa­in the country and better than that for most. 

tion appears annually in the Rubber Statistics Handbook 

(Department of Statistics), and much of it appears monthly 

in "Rubber Statistics" and in the Monthly StatisticalBulletin, 

also by the Department of Statistics.' The data covering ac­
monthly reports received di­tivity on estates is based on 

rectly from the estates. Since the number of estates is re­

latively small-some 2,300 compared to 280,000 smallhold­

ings - and since the estates generally are inclined to keep 

accurate detailed records of their activities while small­

holders are not, estate reports to the Department of Statis­

'The data covered by these publications include monthly and annual pro­
prices, acreage replanted with higher yielding varieties, and so

duction, average 
on. 
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tics provide a far more complete and accurate account of 
estate operations than is available for smallholders. 

Such smallholder data as are available are limited al­
most exclusively to production, acreage, and yield figures. 
Production is estimated basically as the difference between 
estate production and total production as estimated from 
export data. Since both the estate data and the export data 
are reasonably good, the estimates of smallholder rubber 
production probably are fairly reliable. There is cause for 
considerable uneasiness about the quality of the acreage 
and yield data, however. The figures for smallholders' acre­
age appearing in the Rubber Statistics Handbook were pre­
pared by E. C. Paardekooper for the Rubber Research Insti­
tute and published in "A Forecast of Malaya Rubber Produc­
tion 1960-1970." In this study Mr. Paardekooper begins the 
section on smallholders' production with the statement
"since no accurate statistics of acreage and yield for small­
holders are available, the value of any prediction is ques­
tionable." 

The weakness in the data for smallholders' rubber is 
particularly unfortunate because smallholders are likely to 
play a pivotal role in the success or failure of Malaysia's 
development strategy. This strategy implies that the com­
mitment of resources to rubber will decline relative to total 
resource use in the country. The limited available evidence 
suggests that smallholders' costs of rubber production are 
high relative to those of estates; consequently, it would ap­
pear desirable that the major part of the relative reduc­
tion in resources committed to rubber should occur in the 
smallholder sector.' Whether this occurs, however, will de­
pend in large part on the responsiveness of smallholders to 
various positive and negative economic stimuli. On the 
positive side the government will be making an effort to 
increase the economic opportunities open to smallholders 

'There are powerful political considerations tending to offset the logic of 
this economic argument, however. 
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other than in rubber, thereby in effect increasing the op­
portunity costs of rubber to smallholders. On the negative 
side, if present widely held expectations are realized, there 
will be a declining trend in the world price of natural rub­
ber. If this occurs, it will create incentives for smallholders 
to reduce their commitment to rubber from what it would be 
at a higher price. 

From the standpoint of Malaysian development plan­
ning, therefore, it is of considerable importance to know a 
substantial amount about the likely responses of small­
holders to these various positive and negative economic sti­
muli. Unfortunately this critically important knowledge is 
all too limited. The weaknesses in the available data for 
smallholders, and the general paucity of such data, make 
the elimination of this gaping hole in our knowledge of 
smallholders' economic behavior a most formidable under­
taking.7 Yet until this is accomplished, the planners' projec­
tions of smallholder behavior and the policymakers' efforts 
to construct policies designed to promote diversification of 
smallholder agriculture must be based to a large extent on 
guesswork. 

This leads naturally into consideration of the data sup­
ply relevant for planning purposes in the non-rubber portion 
of the agricultural sector. The principal crops here are rice, 
coconut, oil palm, and a variety of fruits and vegetables. 
The Malaysian development strategy implies that an effort 
will be made to increase the resources employed in produc­
tion of these crops relative to those in rubber over the next 
5 to 10 years. The planning necessary to achieve this goal, 
however, will be seriously handicapped by the present in­

'This is not to slight the ery significant pioneering contributions to in­
creased knowledge of the economics of smallholders' rubber made recently by
C. F. Wharton and J.W. L. Bevan. Both Wharton and Bevan no doubt would 
agree, however, that their work is only a beginning. See Wharton's chapter,
"Rubber Supply Conditions: Some Policy Implications," in T. 11. Silcock and
E. K. |isk (eds.) The Political Economy of Independent Alaliva. Bevan has 
been working on smaliholders' yields and costs of production and processing. 
To my knowledge his work has not yet been published. 
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adequacy of the data available on production and resource 
use for most of these crops. The most serious deficiencies 
are in the data for food crops produced for local consump­
tion. The reason is that the crop produced principally for 
export, oil palm, is grown primarily on estates while the lo­
cally consumed food crops are produced by smallholders. As
in the case of rubber, information on the economic activity 
of estates is both more ample and more reliable than that 
on smallholder activity. 

The data situation with respect to rice can be used to 
illustrate the problems involved.' Rice is preeminently a 
smallholder crop and presently is by far the most important
of the non-rubber agricultural commodities, both in value 
of output and in quantity of resources employed in pro­
duction. Moreover, in the Second Five Year Plan a major
commitment was made to the expansion of rice production 
so as to reduce the nations' dependence on rice imports.
Much of this expansion was to come from sizable invest­
ments in irrigation facilities to permit extension of double 
cropping and more flexible cultivation practices generally. 

Despite the important position of rice in the nation's 
economy, both at present and in planning for the future,
the data relevant to analysis of the rice economy are frag­
mentary and of questionable accuracy. Basic information 
on acreage and production is collected by the Ministry and 
by the Department of Statistics. The acreage data are 
based on official records of land alienated for use in rice
cultivation. It is well known, however, that not all land 
alienated for a particular use actually is employed in that 
or any other use, that some land is used for purposes
other than that for which it was alienated, and that some 

'A complete account of the data supply for agriculture other than rubberwould extend this paper to unconscionable length. The major sources of suchdata are the 1960 Census of Agriculture and the various reports of the Depart.ment of Agriculture. Suffice it to say that the Agricultural Census containedsuch grave deficiencies as to vitiate its use for many purposes. The principal
problems involving the data compiled by the Department of Agriculture are
illustrated by the text discussion of rice. 
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'land is used for which alienation permission never has been 
granted. These practices not recorded in the land aliena­
tion statistics are most likely to be found among small­
holders, indicating that the rice acreage data may be most 
exposed to the resulting errors. 

The technique for collecting rice production figures in 
Kedah state suggests that the recorded production data for 
Kedah, and perhaps for the nation as a whole, may be 
subject to wider errors than the acreage data.' Kedah ac­
counts for about one-third of total padi production in Ma­
laya. The production estimates are based on acreage fig­
ures derived from land alienation records, as just described, 
and on estimates of unharvested or damaged acreage and 
average yields per acre received from headmen in the rice 
growing areas. There is no indication that the headmen's 
estimates of unharvested or damaged acreage are based on 
observations following a single systematic procedurc, and 
their estimates of yields per acre are admittedly based on 
their knowledge of conditions prevailing in their areas and 
on reports received by them from village chiefs. 

Perhaps because of the lack of controls on this tech­
nique and the obvious possibilities for error in it, a second 
production estimate is made by an entirely different tech­
nique. The estimate is based on a sample of yields taken 
from five "representative" fields in each mukim (the small­
est administrative unit in the state) of which there are 111 
in Kedah. These sample yields and total acreage figures 
are used to estimate total production. As a final step, this 
estimate and that based on headmen's guesses are averaged, 
after first increasing the headmen's estimate by 20 per cent 
and reducing the sampling estimate by 10 per cent. 

From this it is apparent that the rice production and 
acreage data for Kedah must be viewed with considerable 

, The description of this technique is from "An Appraisd of the Food Situa­
tion in MAilaya.' an unpublished paper by Malcolm *T.Purvis. graIduate student 
at Cornell University. now conducting! research in Malaya on the food economy 
of that cotmtry. 
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skepticism. The indications are that the production estimat­
ing techniques in other rice producing areas do not differ 
significantly from that employed in Kedah so far as the 
absence of controlled systematic procedures is concerned. In 
any case, the importance of Kedah in total rice production 
is sufficient to create strong doubts about the validity of the 
data for totals. 

Thus, the basic information ingredients for judging 
accurately the scale and efficiency of resource use in Malaya's 
rice economy are seriously deficient or lacking entirely. If 
the expansion of rice cultivation is to continue to be an im­
portant element in the government's policy of agricultural 
diversification, it is of the highest importance that a deter­
mined effort be made to firm up the flow of data on the 
rice economy. Otherwise, planners and policymakers will 
be groping in a wilderness of ignorance. 

Finally, in this section dealing with data available for 
sectoral planning it is necessary to consider data relating 
to the industrial sector, by which primarily is meant manu­
facturing. 

The expansion of the industrial sector is a major ele­
ment in the Malaysian development strategy aimed at in­
creased diversification of the economy. Moreover, industrial 
expansion is considered essential to the reduction of unem­
ployment in urban areas which, judging by the unemploy­
ment surveys of 1962 and 1964, is at a disturbingly high 
level. While the industrial sector has thus been assigned 
a role of considerable importance in Malaysian development 
plans, the government has chosen to leave the playing of 
this role essentially in the hands of private enterprise. Pub­
lic action is limited to the building of social overhead and 
of industrial estates where sites are made available to pri­
vate industry on favorable terms, and to indirect measures 
of fiscal, monetary, and tariff policy designed to create an 
environment of economic stability and opportunity favor­
able to the unleashing of private initiative. This posture, 
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incidentally, is characteristic also of the PAP government in 
Singapore, although there it assumes a more aggressive 
shape than in Kuala Lumpur. 

This is not the place to debate whether this basically 
laissez faire policy will be adequate to promote industrial 
expansion on the scale envisioned in Malaysia's develop­
ment planning. The policy does imply data requirements 
which are quite different from those implied by a policy of 
direct intervention, however. As for the other sectors that 
have been considered, there is an obvious need for infor­
mation on the present scale and diversity of industrial activ­
ity, including both measures of output and measures of the 
quantity of resources in use. The presently available data 
are deficient on both counts. 

The basic source of information on manufacturing 
activity is the 1959 Census (the first complete Census of 
Manufacturing in Malaya), and successive annual manufac­
turing surveys of smaller scope and detail. The annual sur­
veys employ the same concepts, sources, and methods used 
in the 1959 Census. The Census deliberately over-re­
presented larger industries and industries conceived to have 
above average growth potential."0 In consequence, the 
level of manufacturing activity appears to have been signi­
ficantly understated in 1959 and subsequent years," while 
the expansion of manufacturing since 1959 may well be 
overstated because of the disproportionately heavy weight 
given to "growth" industries. 

In addition to these limitations, there is another which 
may be more important, given the role assigned to indus­
trial expansion in the nation's development planning. The 
industries not included in the census and surveys are prin­
cipally consumer goods industries - food processing, tex­

t"In addition, all firms with Pioneer Industry status were included regard­

less of whether they met tile criteria of size and growth potential. 
n According to Miss Barbara Mercer, Colombo Plan expert principally res­

ponsible for the Census and subsequent surveys, the understatement of value 
added in the Census may have been as much as 15 per cent. 
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tiles, clothing, furniture, and so on - and so-called "serv­
ice" industries; e.g., general engineering and machinery re­
pairs, motor vehicles repairs. It may well be that these two 
types of industries, although presently small, will play a cru­
cial role in Malaysia's future industrial growth. Much of 
this growth probably will occur in import substituting activ­
ities, and consumer goods industries are more likely to fall 
in this category than any other. In general, the size of mar­
ket required to support efficient light consumer goods in­
dustries is smaller than that required by heavy manufac­
turing, and the labor skill requirements for many con­
sumer goods industries (particularly food processing) are 
less. For both reasons, consumer goods industries probably 
should rank high as candidates for specially favorable 
treatment by planners and policymakers. 

The small service type industries may be especially im­
portant in increasing the attractiveness to manufacturers 
of Malaysia's urban centers relative to other potential loca­
tions in Southeast Asia and, indeed, in the world generally. 
These service industries are an important element in creat­
ing the "external economies" which make urban areas at­
tractive to manufacturing. Any area seeking to expand its 
manufacturing industry, therefore, shoUld be alert to the 
importance of a well rounded supply of service type indus­
tries. 

Given the potential of consumer goods and service type 
industries, it is unfortunate that the Census and annual 
surveys of manufacturing include little or no information 
on these industries. In the absence of reliable information, 
planning with respect to the potential expansion of these 
industries is seriously hamstrung. 

There is a related deficiency in the information present­
ly available on the manufacturing sector in Malaysia. As 
noted above, the policies designed to encourage industrial 
expansion rely heavily on the provision to selected indus­
tries of favored tax and tariff treatment. Obviously, the 
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choice of industries to receive this treatment is crucially 
important to the success of the industrialization policies. So 
far, however, no careful probing analyses of the potential 
of various industries have been completed for the guidance 
of planners and policymakers. To be sure such studies were 
recommended by the Rueff mission in its report on econo­
mic aspects of Malaysia, and their importance apparently 
has been accepted by the authorities in Kuala Lumpur. The 
studies are yet to be produced, however, and until they are, 
the implementation of Malaysia's industrialization policies 
must necessarily be hampered seriously." 

C. Data Relevant to Project Planning in Malaya 

A project is here taken to mean a specific development 
activity requiring the investment of funds supplied wholly 
or in major part by the Federal government. Examples are 
specific FLDA schemes, power stations built by the Central 
Electricity Board, public roads, dams, bridges, irrigation 
facilities, and schools. 

Project planning, as in the case of aggregative and 
sectoral planning, can be considered to have two major com­
ponents: plan formulation - choosing among alternative 
things to do, how to do them, and on what scale - and plan 
-implementation - the formulation and execution of poli­
cies designed to achieve the specified objectives. The first 
phase of project planning requires essentially the kind of 
data required for benefit-cost analyses. Malaya appears to 
be in the same condition as most countries in having much 
more reliable information regarding project costs - direct 
costs at least - than for benefits. There are at least two 
major causes of the relative inadequacy of the data on the 
benefit side: (1) for some major development projects, 
such as the FLDA schemes, the direct benefits are long 

"The reader is reminded of the carlier caveat that the Economic Planning 
Unit has done considerable work in connection with the Third Five Year Plan. 
which has not been made public and to which we are not privy. Possibly at 
least some of the studies called for in the text have been included in this work. 
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deferred because of the "technology" of rubber production. 
Consequently, there is a much smaller supply of informa­
tion concerning benefits of such projects, and such infor­
mation as is available provides a less secure base for pro­
jecting benefits of new projects because of the time lags 
involved. (2) The benefits of many of Malaya's develop­
ment projects do not accrue directly to the project gen­
erating them; indeed, many of these projects may generate 
no quantifiable benefits at all. The return to much social 
overhead investment - roads, non-power features of dams, 
for example - are diffused widely through the economy, 
showing up in unidentifiable form in higher profits and in­
creased productivity of many different types of economic 
activity. The returns to investment in health and educa­
tion also will generally be widely diffused, and in part, at 
least, will take such non-quantifiable forms as a heightened 
sense of well-being among the people generally and, per­
haps, increased political stability. 

Information relative to estimating project costs appa­
rently is both more plentiful and of better quality in Ma­
laya than that concerning project benefits. This is almost 
inevitable since those projects whose returns are widely dif­
fused or even non-quantifiable will, nevertheless, have spe­
cific and quantifiable costs." Whether this cost informa­
tion is collected, studied, and used to analyze other similar 
projects is another question, however. To do so requires 
careful, systematic record keeping and ability to general­
ize from the experience so recorded. Malaya seems to do 
a better than average job in this respect. 

The reason is related, in part at least, to Malaya's ex­
perience with the second major part of project planning, 
namely, project implementation. It is doubtful that any 
country in the world does a better job than Malaya in im­
plementation of development projects. In large measure 

"Of course, projects may have widely diffused and/or non-C11.qII1itfiable in­
.direct costs, or external discconomis, which escape benefit-cost analysis. 
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this no doubt is attributable to the ability, the personal 
force, and the deep involvement in the development pro­
gram of Tun Razak, the Deputy Prime Minister and Minis­

ter of National and Rural Development. However, his lead­

ership is so effective in large part because he and his chief 

lieutenants are provided continually with a stream of spe­
cific, reliable information on the progress and current status 

of each project. Much of this information is relevant to 
estimating costs of similar projects in future and so ex­

pands the data supply needed for project analysis and se­

lection. Much of the flow of information, however, is rele­

vant chiefly to the administration and management of 

projects, the essence of project implementation. This in­

formation is reported according to a standard format de­

signed to allow systematic monitoring of the progress of 

each project from its inception through various stages to 

its completion. Much of the reporting is done verbally by 

project managers in face-to-face encounters with Tun 

Razak and other senior officials responsible for implemen­

tation of all projects in the development program. The "no 

nonsense" atmosphere which characterizes these personal 

confrontations apparently is conducive to detailed accurate 
reporting on the progress of projects and also to the kind 

of effort by project managers required to ensure that pro­

jects will not fall behind schedule. 

Some of the reasons for Malaya's relative success in 
coun­project implementation no doubt are unique to that 

try. The key role of the Deputy Prime Minister already has 
been mentioned as a special factor. The relatively small size 
of the country and the traditions of British administration 
may be others. Nonetheless, there is no doubt that the 

heavy emphasis placed on the flow of accurate timely in­
formation from project managers to those responsible for 
managing the development program as a whole is a vital 
ingredient in accounting for Malaya's successful expe­

rience, and there is no reason why the procedures for gen­
erating and expediting this flow of information should be 
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resources, it is essential that the effort to generate more 
data be efficient in the sense of obtaining those data which 
now create the most serious bottlenecks to more effective 
planning. This means that careful thought must be given to 
working out the information requirements implied by the 
development strategy to be pursued at the aggregative, 
sectoral, and project levels. 

V. ADDENDUM ON SINGAPORE 

Most of what has been said about the data supply in 
Malaya applies also to Singapore, with emphasis. The na­
tional accounts work for Singapore presently is considerably 
more rudimentary than that for Malaya, and there are 
large questions concerning the critically important areas of 
domestic saving, capital formation, and balance of pay­
ments. 

Singapore's development strategy calls for rapid indus­
trialization as an alternative to the entrepot trade, a stra­
tegy made the more compelling by Indonesia's confronta­
tion policy. The data on manufacturing output and re­
source use required to implement this strategy are at least 
as deficient as in Malaya, however. 

The conclusion for Malaya concerning the need for
"'efficiency" in obtaining the data needed for more effec­
tive planning applies with equal force to Singapore. 


