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1. INTRODUCTION

HE Trade Policy Review Mechanism (TPRM) is a collective review

process of the World Trade Organisation that aims to contribute to
improved adherence by Member countries to rules and commitments set out in
the WTO Agreement.Under the TPRM, trade and related policies of member
countries are examined and evaluated at regular intervals by the Trade Policy
Review Body (TPRB), a full-membership body of equal ranking to the General
Council and the Dispute Settlement Body. Each country review is based on two
reports independently prepared by the WTO Secretariat (the main report) and the
government of the country under review covering all aspects of the trade policies,
including the domestic laws and regulations, the institutional framework;
bilateral, regional and other preferential agreements and the external environ-
ment. The two reports and the proceedings of the TPRB meetings are published
under the general title ofrade Policy RevieWCountry, Year]. These review
reports, which are available both in printed form and electronically (on the WTO
website) from the Secretariat, have now become an important part of the
literature on global trade policy. The frequency of review of a given country
depends on its relative position in global trade. The four largest entities (the
European Union (EU), the United States, Japan and Canada — the so-called
‘Quad’) are reviewed every two years; the next 16 largest trading partners every
four years; and the remaining Members every six years, with a long interval
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1 The TPRM was first established at the GATT Secretariat on a trial and error basis in April 1988
as a key accomplishment of the mid-term review of the Uruguay Round. It was subsequently
incorporated into the Marrakesh Agreement establishing the World Trade Organisation. Under the
GATT the focus of TPRM was limited only to policies and practices governing commodity trade.
Under the WTO the focus was extended to cover trade in services and trade-related aspects of
intellectual property rights. For details on the modalities, operation and the challenges faced by the
TPRM see Keesing (1998), Blackhurst (1998) and Laird (1999).
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envisagedor the least-developedountries By June2002,a total of 149reviews
had beenconductedcovering77 WTO membercountries.

As amiddle-rankingtradingnation,Malaysiais on the four-yearreviewcycle.
The TPRB concludedits third review of Malaysiaduring 3-5 December2001?
The Trade Policy Review: Malaysia 2001 (henceforthreferredto asthe TPR
2001) provides a comprehensivesurvey of trade policy making in Malaysia
during 1997-2001in the context of changesin overall economicpolicy and
institutional developmentsThis is a highly timely publication.It will be valued
by the trade policy analystsnot only for the purposeof assessindgvalaysia’s
performane in meetingcommitmentaunderthe WTO Agreementput alsoasan
essentialeferencdor studyingthe implicationsof Malaysia’sunorthodoxpolicy
responseto the recent financial crisis for her long-term commitment to
maintainingan opentradeandinvestmentpolicy regimes.

The purposeof this paperis to surveyrecentdevelopmentén Malaysiantrade
policy from a historical perspectiveusingthe 2002 TPR asa referencepoint. It
beginswith an overview of Malaysia’seconomicperformanceduring the post-
independece era, paying attentionto the underlyingpolitical economy(Section
2). This section aims to supplementthe backgrounddiscussionin the TPR
2001onthe economicenvironmen&ndtradepolicy regimesChaptersl and?2) in
providing a frameworkfor assessingecentpolicy trends.Section3 sketcheghe
main facetsof the currenttrade policy regime, with emphasison policy shifts
following the onsetof the financial crisis. Section4 providesa critical evaluation
of the TPR2001in termsof the purposeof the TPRM assetoutin Annex3 of the
Marrakesh Agreement(WTO, 1995). The final section presentsconcluding
remarks.

2. TRADE AND DEVELOPMENTIN MALAYSIA: AN OVERVIEW®

Malaysiais consideredasone of the greatdevelopmensuccesstoriesin the
developingworld. While Malaysia’seconomicperformancewas impressiveby
developing-country standardver the entire four decadef independencethe
achievementsvere particularly impressivein the decadebeforethe onsetof the
Asianfinancial crisisin 1997.During this periodMalaysiahadoneof the highest
growthrates(about9 percentperannum)in theworld (Figurel). Sustainedapid
growthwasaccompaniedby a dramaticdeclinein the rate of unemploymentnd
rising living standardsandremarkablylow inflation. Thefinancialcrisisseverely
disrupted the Malaysian economy and in 1998 real GDP contractedby a

2 The two previousreviewswere conductedn 1990and 1996.
3 The data usedin this section, unlessotherwiseindicated, come from the Economic Survey
Ministry of Finance Kuala Lumpur (variousissues).
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FIGURE 1
Malaysia: Growth (1965-2000)and Unemployment(1979—-2000) Per Cent)
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Source Ministry of Finance EconomicSurvey Kuala Lumpur (various issues).

staggering7.5 per cent. But, with the help of an unorthodoxpolicy package,
which provided for expediting recovery through reflationary macroeconomic
policy without deviating from the country’s commitmentto liberal trade and

foreigndirectinvestmentpolicies,the economyrecoveredjuickly, regainingthe

pre-crisisgrowth momentumby 2000.

a. EconomicPerformance

In the 1970s and early 1980s, the economic expansionin Malaysia was
predominantlyaccountedor by primary sectorsMalaysia’sachievementsgluring
this periodincludedreachingagriculturalfood self-sufficiencyby the mid-1970s,
maintainingits supremacyin the world naturalrubbermarketby a remarkable
improvementin efficiency of productionthrough a replanting scheme,and a
reductionin the vulnerability of the plantationsectorto the vagariesof the world
rubberpricesby successfutliversificationinto palm oil andcoco. Sincethe late
1980s, much of the growth has come from the expansionof manufacturing.
Betweenl987and1997,the manufacturingsectorgrewat anaverageannualrate
of 14 per cent,almostdoublethe rate of expansiorachievedin the previousten
years.The shareof manufacturingn GDP increasedrom about20 per centto
over 34 per cent during this period, contributing to over 50 per cent of the
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TABLE 1
Malaysia: SectoralGrowth Performance

1970 1975 1980 1985 1990 1997 2000

(a) Composition (%)

Agriculture 28.5 26.9 22.9 20.8 18.7 12.6 8.8
Industry 32.3 32.6 35.8 36.7 42.2 41.3 46.3
Manufacturing 15.8 17.3 19.6 19.5 26.9 34.2 32.6
Services** 335 40.5 41.3 42.6 39.1 38.9 44.9
GDP 100 100 100 100 100 100 100

1970-75 1975-80 1980-85 1985-90 1990-97 1997-2000

(b) Average annual growth (%)

Agriculture 9.5 5.1 3.1 4.6 2.4 -0.9
Industry 6.7 10.7 5.7 9.8 12.8 2.1
Manufacturing 6.7 11.4 53 13.7 13.2 5.7
Services** 12.2 13.9 5.8 5.1 10.2 15
GDP 10.6 8.5 5.2 6.8 8.1 2
Notes:

* Qutputsharesandgrowthratesarebasedn constan{1978)prices.Growthratesareannualaveragedetween
the reportedyears.
** |ncludeimport dutiesnet of bank servicecharges.

Source Ministry of FinanceMalaysia,EconomicReport(variousissues).

incrementin GDP. In addition, much of the output expansionin the tertiary
(service)sectorsin recentyearshasbeencloselyrelatedto the expansiorof the
manufacturingsector.The shareof agriculturein GDP declinedfrom over 20 per
centin the mid-1980sto lessthan9 per centby the turn of the century,whenthe
economystartedto face severelabourshortagegTable 1).

As in the otherhigh performingEastAsian countries rapid exportorientation
wasthe whole-markof industrialtransformatiorin Malaysia.By the mid-1990s,
with manufacturingaccountingfor 80 per cent of the country’s total exports,
Malaysia had becomethe sixth largestexporterof manufacturedyoodsin the
developingworld, after the four newly industrialisedcountriesin East Asia
(SouthKorea, Taiwan,Hong Kong and Singapore)and China (WTO, 2001). At
first, Malaysia’smarketnichesin manufactureagxportswerein simpleassembly
operationsin electronicsand electrical goods,and standardight manufactures
such as clothing, footwear and rubber goods. From about the mid-1990s,the
exportcompositionbeganto diversify into maturetechnologyfinal productssuch
as radios, TVs, camerasand computers.But by the turn of the century
semiconductes andotherelectronicscomponentstill accountedor over 45 per
cent of total merchandiseexports.Most of these‘products’ consistof simple
assemblyoperations althoughsomeelectronicsfirms have enteredinto higher
value-addedabricationand designactivities. From the late 1980sMalaysiahas
beenthe largest developing-coumy exporter (and one of the world’s major
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exporters)of electronic components particularly integrated circuits. Foreign
directinvestmenhasplayeda pivotal role in export-ledindustrialisationForeign
firms accountedor over45 percentof total manufacturingralueaddedandover
three-quarter®f total manufacturedexportsby the mid-1990s(Athukoralaand
Menon, 1999).

Rapid export-led growth was accompaniedby a persistentdecline in the
unemploymentate,which hadreacheda peakof 8.5 per centby the mid-1980s.
By the mid-1990sthe Malaysianeconomywasat virtual full-employment,with
an unemploymentate of only 2.8 per cent (Figure 1). The strongexpansionof
modern sectoremployment,the decline in unemploymentand, more recently
increasingwages,contributedto reductionof poverty and promotionof equity.
The incidenceof povertyamongall householdgas measuredy the percentage
of total householddelowthe povertyline) fell from 18.4percentin 1984to 0.6
percentin 1997.A significantdeclinewas observabldor both urbanandrural
householdseventhoughtheincidenceof povertywasstill relatively highin rural
areasFollowing the onsetof the financial crisis, the unemploymentate roseto
3.3 percentin 1998,but declinedto the pre-crisislevel by 2000,without leaving
any discernibleimpacton animpressiverecordof poverty reduction.While less
impressivethanits recordin reducingabsolutepoverty, Malaysiahasalsobeen
successful(by the standardsof developing countries at the same stage of
development)n addressingnequalityin the sizedistributionof income(relative
poverty).Between1970and 1995,the Gini coefficientfell from 0.51in 1980to
0.44in 1990andstayedaboutthe samein the ensuingyears suggestinghatboth
the rich andthe poor benefitedfrom export-ledgrowth. The quality of life also
improvedin termsof variousindicators.For instancethe literacy rateincreased
from about30 percentin thelate 1950sto 90 per centby theturn of the century.
In 2000, life expectancywas70 (up from 40 in the late 1950s),which wasonly
six years behind the averagefor the developedcountries. According to the
HumanDevelopmenindex (HDI) of the United Nations— a compositeindex of
literacy, infant mortality and life expectancy— Malaysiaranked fourth (after
SaudiArabia, SouthKoreaand Mauritius) in the world in termsof improvement
in living standardsn the pastthreedecadegUN, 2001).

This performanceecordlooksall themoreimpressivevhenviewedagainsthe
mixed prognose®f developmenprospectdor Malaysiaatindependenca 1957
(thenthe Federatiorof Malaya)? Of course Malaysiahadsomeinitial advantages
such asrich and diversified natural resourceendowment,and well-developed
infrastructue and an efficient administrative mechanisminherited from the

“ In thefamousRosentein-Rodaf1961)growthtrajectoryup to 1976for 66 of today’sdeveloping
countriesMalaysiawasclassifiedin the ‘low-growth’ category A numberof othercountriesnewly
emergedfrom the colonial era— in particularindia, Pakistan,Ghana,Kenya and Burma— were
identified as having much superiorgrowth prospects.
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colonialera.Subsequeht Malaysiaalsogreatlybenefitedfrom its geographythe
locationin a high growth region.But thesenon-policyfactorswerenot uniqueto
Malaysia. At the sametime, Malaysianpolicy makershad to face formidable
challengesarisingfrom a pluralistic societycharacterisety deepethnicdivision
andunequaldistributionof incomeandwealthalongethniclines® The consensus
view of variousrecentprognose®f the Malaysianeconomicsuccesss that the
key to successvassoundeconomigpolicy (SellehandMeyanathan1993;Bhalla
and Kharas, 1992; Snodgrass1995; and Athukorala and Menon, 1999). The
Malaysiandevelopmenpolicy reflectsa uniquecombinationof outward-orientd
developmenstrategy anda comprehensivaffirmative actionprogrammeaimed
at maintainingethnicharmonyandsocial stability.

b. Policy Trends

Like in many other developing countries, industrialisationthrough import
substitutionwas a key emphasisof the Malaysiandevelopmentstrategyin the
1950s and 1960s (Alavi, 1996). But Malaysian policy makers, unlike their
counterpartsn othercountries,neverresortedto non-tariff protectionanddirect
governmentinvolvementin manufacturingthrough setting up of public sector
enterprisesas meansof ‘promoting’ industrialisation.Moderatetariff protection
was by and large the key instrumentusedin encouragingnew investmentin
manufacturingTariff protectionto domesticmanufacturingn Malaysiahasalso
beenlow relative to other developingcountries(Power,1971). The role of the
governmentwas by and large limited to the provision of conventionalpublic
servicesand implementationof rural developmentschemesAs alreadynoted,
unlike in most other developing countries, there was no direct government
involvement in manufacturing through the establishmentof state-owned
enterprisegSOES).

Economicexpansionduring the 1950sand the 1960s,althoughrespectable,
failed to makea substantiakontributiontowardssolving the ‘special’ problems
of the Malays. With urban unemploymentrising and educationand language
againlooming asissuesnon-Malaysbeganto questionthe extentto which their
interestswere being safeguardedn the new Malaysia. The disenchantment
growing amongall segment®f the populationultimately eruptedin the bloody
communalriots of 13 May, 1969.This eventgavebirth to a weepingaffirmative

5 At thetime of independencehe nativeMalays,who accountedor 52 percentof the population,
were relatively poor and involved mostly in low-productive agricultural activities. The ethnic
Chinesg37 percentof the population)enjoyedgreatereconomicpoweranddominatedmostof the
modern-sectoactivities.

® In arecentcomprehensivstudyof the patternsandchronologyof tradepolicy reformsduringthe
postwarera, Sachsand Warner (1995, Table 1) identify Malaysiaas one of the eight developing
countrieswhosetraderegimesremainedopenthroughoutthe post-SecondVorld War period.
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actionpolicy, the New EconomicPolicy (NEP), which cameinto effectin 1970

(later modified and renamedNational DevelopmentPolicy, NDP, in 1990)

(Leigh, 1992; and Snodgrass1995). The overriding objective of NEP was to

maintain nationalunity throughthe pursuancenf two objectives.eradicationof

poverty amongthe entire populationand restructuringthe Malaysiansociety so

thattheidentificationof racewith economidfunctionandgeographicalocationis

reduced.Theseobjectiveswere to be achievedthrougha wide rangeof direct

redistributionpolicies including privileged accesgo subsidiseccredits,modern
sectoremployment,and shareownershipin private enterprisedfor the native

Malays (Bumiputrg. But the resourcecostof thesedirect redistributionpolicies

wasnota majordragon growthbecauseghe governmentontinuedo maintainan

outward-orented overall policy stance. Given that the trade and foreign

investmentregimescontinuedto remainopen,andthe governmenby andlarge

continuedto maintainits firm commitmentto basicrules of ‘good governance
(in particular maintainingmacroeconomictability, infrastructuredevelopment,
and preservingprivate property rights) there was ample room for the private

sectorto expandthroughgreaterintegrationin the global economy.

There was a large emphasison the promotion of heavy industriesthrough
directgovernmeninvolvementin thefirst half of the 1980s,aspartof the ‘look
East’ policy of Dr Mahathirwho becamePrime Minister in 1981 (Chee,1994).
TheHeavyIndustriesCorporationof Malaysia(HICOM), a public-sectoholding
company,wasformedin 1980to go into partnershipwith foreign companiesn
setting up industriesin areassuch as petrochemicalsjron and steel; cement;
paper and paper products; machinery and equipment; general engineering;
transport equipment; and building materials. The symbol of the selective
industrial policy wasthe Proton(the Malaysiannationalcar) project,which was
setup by HICOM in collaborationwith the Mitsubishi Corporationin JapanBy
1987,therewere 867 corporatepublic enterprisesn Malaysia,morethanathird
of which werein manufacturingTariffs on a wide rangeof manufacturedjoods
wereincreasedn thefirst half of the 1980sas part of the heavy-industrialisabn
move. But therewas no significant reliance of quantitativeimport restrictions;
only 8 per centof total merchandie imports(on animport-weightedbasis)were
undersuchrestrictionsby the mid-1980s(Menon, 2000, Table 1). By the mid-
1990s,0nly 3 percentof all import tariff lines (accountingfor about4.5 percent
of annualimport value) were subjectto licensingrequirements.

The economiccrisis during 1985-87,which originatedin a combinationof
budgetdeficits causedoy the heavyindustrialisatbn move andadverserendsin
prices of Malaysia’'s major export products(Corden,1996), put an end to the
state-ledheavy industrialisatbn push. The crisis managemenpolicy package
placedgreateremphasison the role of the private sectorand strengtheninghe
conditionsfor export-orientedndustrialisationthrough greaterparticipation of
foreign direct investment (FDI). The structural adjustmentreform package
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introducedin responseo the crisis involved a gradualprocessof privatisation
andrestructuringof state-ownedenterprisesBy the early 1990sstate-ownership
in manufacturingwas limited only to some politically sensitive venturesin
automobilemanufacturingthe Protonproject),petrochemicaliron andsteeland
cementindustries(Kanapathy2000). The Promotionof InvestmentAct of 1986
introducedfresh,moregenerousncentivesfor privateinvestors andsomeof the
ethnic requirementson company ownership of the NEP were relaxed. The
reforms after the mid-1980s also involved significant tariff reductionsand
removal of quantitativeimport restrictions’ removing restrictionson foreign
portfolio investmentin the countryandlabourmarketreformsto makeMalaysia
more cost-competitiveas a location of internationalproduction.

In the early 1990s,Prime Minister Mahathir cameup with a policy blueprint
(the Vision 2020 Statement)for transformingMalaysia to developed-counyr
statusby the year2020® Most of theseproposals- in particularthoserelatingto
the provision of infrastructure maintaining macroeconomicstability, human
capitaldevelopmenandcommitmentto a moreequitabledistributionof fruits of
economic growth — simply reconfirm the long-standingcommitment of the
Malaysian governmentto good governance.However, the new policy also
introduced a plethora of new incentives gearedto industrial upgradingand
strengtheninglomesticlinkagesof the manufacturingsectorswhich openedup
new opportunitiesfor policy-maker desecration.However, the long-standing
commitmentto private-sector-ogntedgrowthin the contextof anopentradeand
investmentregime continuedto remain the basic tenetof Malaysia’s national
developmenstrategy.

c. Policy Responséo the Financial Crisis

The impressivegrowth trajectory of Malaysiawas shatteredoy the currency
crisisin late 1997andchangediramaticallywith the onsetof thefinancial crisis.
The currency and stock market turmoil that beganin July 1997 was quickly
translatednto economiccollapse.

Unlike the otherthreecrisis countries,Malaysiasuccumbedo the crisis with
only a little foreign debt exposureof its banking system.For this reason,the
Malaysianpolicy makerswere able to face the crisis without enteringinto an
IMF-sponsord rescue package. However, for almost one-and-a-halfyears
following the onsetof the crisis, policy indecisivenesseriouslyhamperedhe

" Theeconomy-widémport-weightedariff ratedeclinedfrom 14.7during1984-87o 8.7 percent
by the mid-1990s the lowestin SoutheasandSouthAsia (Menon,2000,Tablel; andADB, 1997,
p. 96). By themid-1990sonly 3 percentof all importtariff lines(accountingor about4.5 percent
of annualimport value) were subjectto licensingrequirements.

8 Governmenprogrammesindproceduresor achievingthesegoalswereembodiedn the Seventh
MalaysiaPlan (1996—2000xndthe Secondindustrial MasterPlanreleasedn 1996.
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recoveryprocesslt wasdifficult for the Malaysianauthoritiesto mobiliseforeign
financingfor crisis managemenbecausef the marketperceptionthat Malaysia
would be lesscommittedto the requiredreformssinceit wasnot underan IMF

programme To make mattersworse,the massiveprivate sectordomesticbank
debtsin thelead-upto thecrisis? constrainedhe useof theinterestratepolicy to

supportthe exchangeatein thefaceof continuingcapitaloutflow. By mid-1998,
the economywas in its worst recessionduring the post-independerecera and
therewere no signsof achievingcurrencyand shareprice stability.

In this volatile economicclimate, the Malaysiangovernmenthad to choose
betweentwo alternativesThe first wasto obtaina ‘good housekeepingeal’ on
its policiesfrom the IMF. Thiswould, like in KoreaandThailand,havestabilised
the exchangeate, settingthe stagefor applyingthe Keynesiantherapyto speed
up the recovery.The secondoption was to embarkon a capital-controlbased
macroeconome stimulationpackageio insulatethe domesticfinancial markets
from short-termfinancial flows throughcapital controlswhich was expectedto
setthe stagefor fixing theexchangeateandprovidebreathingspaceor vigorous
pursuanceof monetaryandfiscal expansiorto fight recessionandto undertake
banking and corporaterestructuring. The first alternative was not politically
acceptableto the Malaysian leadership.Given the intimate links developed
betweenbusinessand governmentunder the NEP programme,naturally the
positive stabilising impact of any policy move had to be weighed againstits
potential negative effect on socio-political stability of the country (Crouch,
1998).Thusthe Malaysianleadershipptedfor the secondalternative endingthe
policy uncertaintythat had pervadedhe policy scenefor almosta year.

Thepurposeof capitaloutflow controlsin thenewpolicy packagevasto make
it harderfor short-termportfolio investorsand offshore hedgefunds to drive
downthe currency.Thusthesecontrolswereconfinedto short-termcapitalflows
only. With the exceptionof limits on foreign exchangefor foreign travel by
Malaysian citizens, there was no retreat from the country’s long-standing
commitmentto an open trade and investmentpolicy. Profit remittancesand
repatriationof capital relatedto foreign direct investment(FDI) in the country
continued to remain free of control. Moreover, some new measureswere
introducedo furtherencouragé-DI participationin theeconomyThesencluded
allowing 100 per cent foreign ownershipof new investmentmade before 31
December2000, in domesticmanufacturingregardlessof the degreeof export
orientation; increasingthe foreign ownershipsharein the telecommuniction
projectfrom 30 to 69 per cent(underthe conditionthat the ownershipshareis
broughtdownto 49 percentafterfive years),andin stock-brokingcompaniesand
theinsurancesectorfrom a previousuniform level of 30to 49 percentand51 per

9 At the time Malaysiahad by far the largestbank creditto GDP ratio (165 per cent) amongthe
crisis-hit Asian countries(andin the world at large).
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cent respectively;and relaxing restrictions on foreign investmentin landed
property to allow foreignersto purchaseall types of propertiesabove RM
250,000in new projectsor projectswhich arelessthan50 per centcompleted.

In the 1998 Budget speechunveiled on 17 October, import duties on
automobilesyansand motorcycleswere increasedrom 30-200to 40-300per
cent for CBU (completely built-up) and 4-42 to 30-80 per cent for CKD
(completelyknockeddown) and constructionequipmentfrom 0—-35to 5-50 per
cent. In addition,a numberof heavyand constructionequipment,hot and cold
rolled flat productsof iron or non-alloy steel,ephedrineand its salts,chemical
products, and certain electrical householdgoods were brought under non-
automaticimport licensing.The declaredourposeof thesemeasuresvasto bring
down the currentaccountdeficit, but cushioninglocal producerg(including the
national car producer, Proton) against domestic demand contraction was
obviously a key motivating factor.

The Malaysianeconomybeganto recoverfrom its worstrecessiorduring the
post-indepadenceerafrom aboutthe secondquarterof 1999.By mid-2000the
economywas back to the post-crisisoutput level. Although the expansionof
export-orientedndustriesaidedby the recoveryin the global electronicsndustry
played an importantrole, the recoverywas not entirely export-led. Domestic
demandexpansiontriggeredby expansionarymacroeconomigolicy played a
pivotal role in achievinga broad-basedecovery.Moreover,the fixed exchange
rate is believedto have helpedthe recoveryprocessby preventingpremature
exchangerate appreciationas part of improved market sentimentsabout the
recovery prospects. Capital controls also assisted banking and corporate
restructurilg by facilitating the mobilisation of domesticresourcesand more
importantly, providing a cushionagainstadversemarketsentimentof improper
practicesof protectingfavouredcompaniesand corporationgAthukorala,2001;
and Corden,2002).

3. CURRENTTRADE POLICIESAND PRACTICES

This sectionprovidesa broad-brusipicture of the currenttradepolicy regime
in Malaysia drawing upon TPR 2001 and supplemenhg it with additional
informationfor comparingthe Malaysianexperienceawith thatof the othermajor
economiedn the region. Following the format of the TPR we first discussthe
broadsweepof tradefocusingon the key instrumentgdmeasures)ollowed by a
discussiorof sectoralpolicies.
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a. TradePoliciesand Practicesby Measure

(i) Import tariffs

As already noted, tariffs have continuedto be the main border measure
affecting Malaysia’simport tradethroughoutthe post-independenceeriod. The
currenttariff structure(as of end 2001) contains10,368tariff lines (9-digit HS
level) and involves 73 different rates. As a result of the conversionof some
specific, compound,and alternativedutiesinto ad valoremratesfollowing the
signing of the WTO Agreementin 1995, the shareof total lines with non-ad-
valoremtariffs declinedfrom 4.5 per centof tariff linesin 1997to only 0.7 per
centin 2001. Thereare no tariff quotasor variableimport levies.

The tariff increasedntroducedin 1998 (seeabove)resultedin a mild, yet
notable, reversalin the declining trend in the averagenominal tariff rate
maintainedfrom the mid-1980s(Menon, 2000, Table 1). The averageapplied
MEN tariff increasedrom 8.1 percentin 1997to 9.2 percentin 2001 (Table2).
The averagdevel of nominaltariff protectionis lower thanthatindicatedby the
simple averageapplied MNF averageowing to varioustariff concessionspften

TABLE 2
Tariff Structureof Malaysia(MFN Tariff)
1988 1993 1997 2001

Numberof tariff lines 12,183 11,875 10,372 10,368

Bound tariff lines' (%) 0.8 0.8 63.7 63.5

Duty-freetariff lines* (%) 10.3 134 58.6 58.3

Specificand mixed tariffs (%) 22.2 12.0 45 0.7

Tariffs with no ad valoremequivalent (%) 7.4 5.9 4.5 0.7

Simple averageappliedrate (%) 17.5 15.2 8.1 9.2

Agriculture (HS 01-24) 7.7 7.3 4.8 3.5

Industrial products(HS 25-93) 14.8 14.7 8.5 9.9

Tariff range(%) 0-207.5 0-140 0-200 0-300

Import weightedaverage(%) 155 11.9 9.9

Domestictariff peak$ (%) 0.8 2.2 15.8 9.6

Internationaltariff peaks (%) 51.3 49.1 25.9 23.8

Coefficientof variation (%) 91 86 170 210

Simple averagetariff by stageof processing%)

Raw materials 14.6 14.3 1.0 0.9
Agricultural products 16.9 16.5 0.6 0.5
Mining products 3.6 3.8 1.0 1.0
Manufacturedproducts 5.9 5.8 3.2 3.0

Semi-processegroducts 18.3 15.3 7.0 7.7

Fully processegroducts 18.1 154 11.9 13.6

Notes:

1 As a percentagef total tariff lines.
2 Domestictariff peaksare definedasthoseexceedinghreetimesthe overall simple averageNMF rate.
% Internationé tariff peaksare definedasthoseexceedingl5 per cent.

Source WTO (1998, Tableslll.1 andlll.4); andWTO (2002, Tableslll.1 andlll.2).
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for capitalandintermediatenputs,aswell aspreferentiarates particularlythose
favouring ASEAN countries under AFTA. The ratio of actual import duty
collectedto total valueof merchandisémports(the implicit nominalduty rate)in
fact declinedfrom 3 per centin 1997to 1.3 per centin 2000.

The degreeof dispersiontariff ratesmeasuredy the coefficient of variation
increasedrom 91 percentin 1998to 170 percentin 1997 andthento 210 per
centin 2001, reflectingthe increasen the numberof tariff lines with ratesless
than 10 per centand higher than 20 per cent (Table 2). By contrast,domestic
tariff peaks(lineswith tariff ratesexceedinghreetimesthe simpleaveragédariff
rate asa percentagef total tariff lines) havedeclined.Tariff peaksapply, inter
alia, to automobilespeveragestextiles and clothing.

Malaysiaboundonly 65 per centof its tariff linesin 1995andthe boundlist
hasremainedunchangediuringthe ensuingyears.Moreover,the boundratesare
much higher than the applied MFN rates. Both these featuresof the tariff
structurehaveprovidedthe governmentvith scopeto raiseappliedtariffs (aswas
donein 1998),imparting a degreeof uncertaintyto appliedtariffs.

Theincrease$n nominaltariff ratesin recentyearshavelargely beenconfined
to productsin the final stageof processingTable2). Nearly 60 per centof total
tariff lines,which relatemostlyto inputsto domestidndustry(thatis, productsn
the first stageof processingandthe semi-procesgroducts)continuedto remain
duty free. A large numberof dutiableimportedinputs also benefitedfrom some
tariff reductions.This cascadingpatternof the tariff structureimplies that the
effective rate of protection enjoyed by domestic manufacturingwould have
consideraby increasedduring the review period.

Malaysia is a founding memberof the Associationof the South East Asian
nations(ASEAN) andthe ASEAN Free Trade Agreement(AFTA). Malaysiahas
agreedto providetariff preferenceso the AFTA membercountrieson 8,764tariff
lines underthe CommonEffective PreferentialTariff (CEPT) schemeof AFTA.
Tariffs on theseproductlines areto be reducedo a rangeof 0 to 5 percentby the
endof 2002.Startingin 1993,Malaysiahasprogressivelyplaced96 percentof the
agreedariff linesunderthe CEPTschemeTo date,96 per centof Malaysia’'stariff
lines havebeentransferredo the CEPTA schemeTwo thirds of thesetariff lines
areduty free. MalaysiahasobtainedAFTA approvalfor not including automobile
products (218 tariff lines) into the CEPT schemeuntil 2005 in view of the
difficulties faced by the domesticautomobileindustry. Tariff preferencegranted
underthe CEPT schemeare subjectto the fulfilment of rules of origin criteria,
which havebeensetat a minimum of 40 percentof local or regionalvalue added.

In additionto the tariff preferencegrantedunderthe CEPTschemeMalaysia
provides the other five original member countries of the ASEAN'® tariff
preferencesunder ASEAN PreferentialTrading Agreement(APTA) signedin

19 Indonesiathe Philippines,Singapore Thailandand Brunei.
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1997.APTA coverall productsthatarenotincludedin the CEPTschemeandthe
preferentialratesare 50 to 100 per cent lower than the respectiveMFN rates.
Betweenl997and2001,thesimpleaverageof AFTA tariff decreasefrom 4.7to
3.9 percent,asagainstanincreasean the averageMFN ratewhich rosefrom 8.1
to 9.2 per cent.

The widening gap betweenthe averageMFN tariffs and the significant tariff
preferencesgranted under the CEPT and APTA schemes,coupled with the
wideninggapAPTA andMFN rates,havesetthe stagefor potentialdiversionof
Malaysia’s trade from non-AFTA trading partnersto AFTA countries. No
systematicstudy of suchtradediversionhasyet beenundertakenThe shareof
importsfrom AFTA countriesin total imports of Malaysiaincreasedrom 18 to
over 23 per centbetween1996and 1999, but this increasecannotbe ascribedto
tradediversionalone.Variousotherfactors,including the significantdepreciation
of ASEAN currenciesagainstnon-ASEAN currenciesin the wake of the Asian
financial crisis and the growing importantintra-regionalcross-bordeitrade in
components,are within vertically integrated manufacturing production (in
particular the electronicsand motor vehicle industries),many of which have
contributedto anincreasein intra-regioral trade.

Table3 comparedMalaysia’stariff structurein 2000(the latestyearfor which
comparabledata are available) with that of the major trading nationsin the
region.Despiterecenttariff increasesvialaysia’saverageariff rateis relatively
low (bothin termsof the simple averageand import-weigtied average)by the
regional standards.However, the degreeof dispersionof tariff in Malaysia
(measuredby the coefficientof variation)is relatively high becausef high tariff
peaksrelatingto a few productlines, motor vehiclesin particular.

(i) Non-tariff barriers (NTBS)

Thereare no import quotasin Malaysiaand the existingimport prohibitions
are limited only to thoseimplementedfor national security reasonsHowever,
someagriculturalandindustrial productshavecontinuedto remainunderimport
licensing.As noted,following the onsetof the recentfinancial crisisthelicensing
list waswidenedto covera numberof productssuchasheavyand construction
equipment,iron and steel products,industrial chemicalsand certain electrical
householdgoods. Consequentlythe number of tariff lines subjectto a non-
automaticimport licensing requirementincreasedrrom 17 per centin 1996 to
27.3percentin 1997(WTO, 2002,p. 39). Theimport-restrainingeffectsof these
controlsare not known, but thereis circumstantialevidencethat the degreeof
restrictivenesinvolvedin thelicensingprocessasincreasedollowing the onset
of the crisis.

In 1998 and 1999, Malaysia revised its anti-dumping and countervailing
legislationwith aview to bringingit into conformitywith the WTO agreemenon
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TABLE 3
Nominal Tariff Ratesand Dispersionin SelectedEastAsian Countries, 2000 (Per Cent)

Tariff Measure All Products  Primary Products Manufacturing
China Mean 17.48 14.27 17.35
Ccv 71.28 102.31 58.76
Weightedmean 20.5 19.32 16.12
Indonesia Mean 8.43 7.43 16.52
Ccv 127.76 158.55 119.31
Weightedmean 11.23 5.23 25.58
Malaysia Mean 10.2 5.2 14.7
cv 200.49 181.35 172.24
Weightedmean 13.5 11.87 16.3
Philippines Mean 7.6 6.15 8.36
Ccv 93.82 56.91 18.90
Weightedmean 7.51 4.83 8.58
Thailand Mean 18.48 16.34 19.32
Ccv 84.42 48.10 55.40
Weightedmean 16.82 13.75 17.89
Vietnam Mean 16.52 19.3 14.6
cv 113.44 124.5 102.3
Weightedmean 15.2 17.2 134
Note:

CV: Coefficiert of variation (standarddeviationasa percentagef the mean).

Source Compiled from individual country tariff schedulesavailable from the Asia Pacific Economic
Cooperatbn (APEC) Secretast’s online databasewww.apetariff.org

Subsidiesand CountervailingMeasuresBut unlike many other WTO member
countries Malaysiahasnot relied heavily on contingentmeasure$or controlling
imports; during 1997-2001 Malaysia initiated only five anti-dumping
investigatios (of which three were provisionalmeasures} Currently thereis
no safeguardegislationin Malaysia.

As part of the commitmentsof the WTO agreementon Trade Related
Investment Measures (TRIMS), Malaysia abolished all local content
requirementsneasure®n 31 December2000,exceptthosein the motorvehicle
sector.Malaysiarequestedan extensionof the transition period until 2005 for
eliminatinglocal-contentrequirementsn the automobilesectorasa conditionfor
establishinga newindustry.In compliancewith the Agreemenibn TradeRelated
Intellectual Property Rights (TRIPs), Malaysia has enactedtwo new laws (the
Layout Designof IntegratedCircuits Act 2000andthe Geographicalndications

11 The total numberof anti-dumpingcasemotified by the membercountriesto the WTO in 1999
amountedo 360, up from 150in 1998.
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Act 2000) and hasamendedhe PatentsAct 1983, Trade Marks Act 1976, the
CopyrightAct 1987,andthe Industrial DesignsAct 1996 (WTO, 2002,p. 19).

Malaysiais not a partyto the Agreemenibn GovernmenProcuremen{GPA),
though it does participate in the WTO working group on transparencyin
governmentprocurement.Governmentprocurementproceduresin Malaysia,
notably preferential margins, tend to favour locally owned businesses,
particularly whererelatively small amountsare involved. Foreign suppliersare
usuallyexcludedfor contractsof largeamountaunlessthe suppliesor servicesare
not available locally; for work contracts,foreign contractorsare allowed to
participate if there is no local expertise.It eliminated other local-content
requirementsied to investmenincentives.Thereareno non-preferentiatulesof
origin impactingon imports.

(iif) Exporttaxesand subsidies

Someprimary products,notably forest products,crudeoil and selectedpalm
oil productsaresubjectto exportduties.ln 2000thesedutiescontributedto about
2 per cent of tax revenues.A few agricultural productsare also subjectto
prohibitions,restraintsand licensingrequirements.

There are no export duties on manufacturedproducts. On the contrary,
assistancés providedto manufactureexportsthroughimport tariff concessions,
tax exceptions,export credit, export insuranceand export credit guarantees,
exportpromotionand marketingassistanceln addition Malaysiamaintainstwo
types of facilities for export processingwith minimum customsformalities;
licensedmanufacturingwarehousesand free zones.Malaysiais committed to
phasingout theseexportsubsidiesn the manufacturingsectorovereightyears to
bring themin conformity with the WTO Agreement.

(iv) Other measuresffectingproductionand trade

Over the pastfive years, Malaysia has taken initiatives to gradually bring
domesticproductstandardsnto line with internationalnorms.About 31 per cent
of the 2,862Malaysianstandardgurrentlyin force arealignedwith or basedon
international standards.But 80 per cent of the new standardsdevelopedby
Malaysiain 1998 and 1999 correspondto internationalstandardsDuring the
periodunderreview, Malaysiaenactedwo newlaws andamendedour othersto
strengthenthe protection of intellectual property rights and bring domestic
legislationinto conformity with the TRIPs Agreement.It has also steppedup
enforcemenof IPR laws, especiallythosepertainingto copyrights.

The governmenhasa privatisationprogrammedatingbackto 1987.But state-
ownedenterprisestill continueto play animportantrole in the economy.As of
2000 therewere 37 state-owneckenterpriser non-financial public enterprises
(NFPEs)involved in manufacturingmining and petroleum,andservicessectors
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(electricity, transportation, telecommunicatios and postal activities). The
developmenexpenditureby NFPEsrepresentednore than 50 per cent of total
public stateexpenditureduring the period 1996—-200QWTO, 2002,p. 65). Apart
from their own operationssomeof theseenterprisegprovidefinancenot just to
each other, but also to private companies.State-ownedenterprisesplay an
importantrole in the Malaysian economy,especiallyin petroleum,transport,
telecommunictons, postal and electricity industries.In December2000, 40
companiesn which the Statehasa substantialsharerepresented per cent of
companiedisted on the Kuala Lumpur Stock Exchangeand they accountedor
30.3 per centof the total marketcapitalisationof all listed companies.

Malaysiadoesnot havea comprehensiveompetitionlaw or other laws that
regulatethe activities of enterprisesand protectconsumeiinterest.However,the
governmenhasrecentlyestablishedomecompetitionguidelineswith a view to
fosteringcompetitionin telecommunicationsAs part of corporaterestructuring
following the onsetof thecrisis,the governmentlsohastakensomeinitiativesto
improve corporate governancein Malaysia, including introducing disclosure
requirementsand monitoringinsider sharetrading.

b TradePolicy by Sector

At the sectorallevel, overall Malaysiamaintainsliberal agricultural policies,
especiallyasfar asnon-tariff bordermeasuresreconcernedGenerallyspeaking,
importtariffs on agriculturalproductsHS chapter91-24)arelow, averaging3.5
per centin 2001,if non-ad-valoremdutiesare excluded.However,a wide range
of agriculturalimportsis subjectto import licensing.

Non-bordermeasuresnotably productionsubsidies are also usedto support
domestic (non-plantation)agriculture. The total governmentoutlay on these
supportmeasureamountedo RM 995in 1998(thelatestyearfor which dataare
available). The rice sector standsout as the single most assistedagricultural
activity. The governmentassistsrice producerswith a comprehensivdertiliser
subsidy, a guaranteedminimum price and a price subsidy scheme.Poverty
reductionand food security are often cited as the main rationale behind such
policy. Under the guaranteedminimum price scheme,BERNAS (a privatised
enterprisaénvolvedin statetrading)undertakeso buy paddyfrom farmersat not
lessthanthe guaranteedninimum prices.Underthe paddyprice subsidyscheme,
the governmenmmakesfixed paymentdo farmersfor the paddysold by themto
any commercialrice mills. Total expenditurein 1998 on the three schemes
amountedto 547 million Malaysianringgit (US$150)or nearly 45 per cent of
total productionsubsidies.

Import tariffs on mining products(including crude petroleumand gas)were
eliminatedin 1997. They are not subjectto any import restrictions,exceptfor
barite, which requiresan import licence. Currently thereis no export duty on
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petroleumproductswhile exportsof crudeoil andtin aresubjectto exportduties
at 10 per centand 0-25per cent, respectively.

The wholly state-ownedcompany PETRONAS (established under the
PetroleumDevelopmentAct 1974), continuesto be the main vehicle for the
appropriationof resourcerents from oil and gas; it has exclusive rights of
ownership, exploration and production, and is responsible for planning,
investmentand regulationof all activities relating to explorationof petroleum
products. Foreign investment or participation in the upstream industry
(processingand refining of petroleumand the manufactureof petrochemich
products)is acceptedn the form of production-sharingontracts(PSC);by the
endof 2000,PETRONAS hadsignedmorethat60 PSCswith foreigncompanies.
Foreignequity participationup to 100 per centis permittedin the mining sector
dependingon the level of investments,technologyand risk involved in the
project,theavailability of Malaysianexpertisan the explorationandmining, and
the level of domesticvalue added.

The total numberof duty-freeimport lines relating to manufacturedmports
increasedfrom 4,155 to 4,336 between1997 and 2001. Tariffs on selected
manufacturedyoodshavebeenreducedeitheron a unilateralbasisor underthe
WTO commitments However,the averagetariff rate for manufacturedmports
increasedrom 6.4 to 8.2 percentbecausef increasesn tariffs on automobiles,
constructionequipmentcertainappliancesand alcoholicbeveragesn 1998. As
alreadynoted,a numberof manufacturedyoodsare alsosubjectto discretionary
importlicensingfor public healthandsecurity,aswell asfor protectionpurposes.
Exportsof manufacturegroductsenjoy virtual free trade statusthroughexport
duty exemptionsduty drawbackfacilities andfree tradezonestatus Exportsare
alsoexemptedrom salestax.

Heavyprotectiongivento theautomobileindustryremainsa majoranomalyin
Malaysia’sstructureof industrial protection.The domesticautomobilemarketis
protected through both tariff and non-tariff measures.Following the latest
increasesn October1997, currently automobiletariffs rangefrom 42 to 80 per
centon completelyknockeddown (CKD) cars,andfrom 140to 300 percenton
completelybuilt up (CBU) cars.Most automobilepartsand componentsexcept
tractor parts (duty free) are subjectto 25—-30 per cent tariffs. Motor vehicles,
chassiditted with enginefor automobilesand motor vehicles,chassisnot fitted
with engineandpartsthereof,bodiesfor ambulancesandroadtractorsfor semi-
trailersare subjectto discretionaryimport licensing.A numberof internaltaxes,
suchassalestax at 10 per cent,excisetax at variousrates,androadtaxesbased
on enginecapacityare imposedon all vehicles.The national cars, Protonand
Perodua,receive a 50 per cent reductionin excise tax. All assemblersand
manufacturersincluding the two nationalcar companiesmust sourcea certain
percentagef partsandcomponentsocally (WTO, 2002,p. 77). Giventhe heavy
protection,domesticproductionnaturally accountsfor the lion’s share(over 90
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per cent) of the domesticcar market.Despitevariousexportincentivesoffered,
exports of automobile products accountedfor a mere 0.4 per cent of total
merchandis exportsin 1999 (WTO, 2002,p. 75).

Until 1998 full foreign ownership was allowed only in export-oriented
manufacturingventures As part of new incentivesoffered for foreign investors
following the onsetof the financial crisis full foreign equity participationwas
allowed for the newly approvedon or before December2000 (subsequently
extendedto December2003). However, activities that involve small and
medium-sized enterprises, like paper packaging, plastic packaging, metal
stampingand fabrication, wire harnessand printing were excludedfrom this
relaxation. Foreign equity participationin theseindustriesis limited to 30 per
centif the productsare domestic-markebriented.

The servicessector,which accountsfor over half of GDP, is not asopento
tradeasagricultureandmanufacturingForeigncommercialpresenceés generally
confinedto joint venturesn which combinedforeign ownershipcannotnormally
exceed 30 per cent. The Malaysian government has already signed the
Information TechnologyAgreementand the Fourth and Fifth Protocolsof the
General Agreement on Trade in Services (GATS) concerning basic
telecommunicBion servicesandfinancial servicesrespectively But the progress
with implementingthe proposedeformshasbeenmuchslowerthananticipated.

4. ASSESSINGTHE REVIEW

Like the two previousreviews, the TPR 2001 is a useful basic source of
information on recent changesand the current state of trade and foreign
investmentpolicies andthe relateddomesticpoliciesin Malaysia.The reportis
particularly commendablegiven the severestaffing and financial constraints
under which the WTO Secretariatoperates(Keesing, 1998; and Blackhurst,
1998). Thereare,however,manyareasin which more analysiscould havebeen
done.

As the number of participants of the TPRB meetings have indicated, the
discussionon the capital-control-base recovery packageintroducedin October
1998 is rather sketchy and does not provides a balancedtreatmentof various
opinions aboutits role in speedingup the recoveryprocess.The authorsof the
Reviewseemdo supportthe view thattheimpositionof controlson capitaloutflow
by the Malaysiangovernmentvassimply a ritualistic locking of the barn door after
thehorsewasstolen This is a misleadingview becausehe purposeof controlswas
to setthe stagefor monetaryexpansionby preventingthe outflow of funds, both
local andforeign-ownedparticularlythe former, giventhatmuchof the short-term
capital had alreadyleft the country),in responsdo the lowering of the domestic
interestraterelativeto world marketrates.The potentialthreatof suchoutflow was
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muchgreatelin Malaysiathanin the othercrisis-hitcountriesbecaus®f the pivotal
role played by the Singaporemoney market as a convenientalternativeto the
domesticmarketfor the Malaysianinvestor.

Thereis evidencethat, oncethe Malaysianauthoritiesdecidedto deviatefrom
the IMF route and follow the conventional Keynesian recipe for crisis
managementcapital controls did play a useful role in providing a conducive
setting for the effective pursuanceof such policies. Against the popular
perceptionthat short-termcapital flows cannotbe controlledin a highly trade-
oriented economy, the Malaysian evidencesuggeststhat these flows can be
effectively regulated (at least on the margin), provided the controls are
specifically targeted at capital account transactions(lto, 2000; Athukorala,
2001;and Corden,2002).One canstill disputethe argumentthat controlshave
playeda ‘special role’ in delivering a superiorrecoveryoutcomefor Malaysia
(comparedto the IMF-programme countries) for want of counterfactuals
However, the fact remainsthat the new policy measureenabledMalaysiato
achieve recovery while minimising social costs and economic disruptions
associatedavith a moremarket-orientegathto reform. This itself is a significant
achievemenbecausenaintainingsocialharmonyis an overridingconcern(quite
apart from economicefficiency consideration)of economicpolicy making in
ethically diverseMalaysia(Crouch,1998).

Thebulk of thediscussioron the structureof tradeprotectionin the TPR2001
is on tariff barriers.In most casesthe discussionon non-tariff barriershas not
gonebeyonda simplelisting of theinstrumentsandthe commoditiescovered For
instancethe TPRpointsto therecentincreasean therelianceonimportlicensing,
butthereis little discussiorof implicationsof theseincreasesor Malaysiaimport
tradeandrelativeincentivesfor domestiandustrieslt is mentionedhatlicensing
is ‘non-automat’ without providing any evidenceaboutthe extentto which the
administrativediscretionis usedto regulatetrade flows. A close look at the
commoditycoverageof licensing,however suggestshata significantnumberof
these products directly competewith domestic production by public sector
enterpriseslt couldwell be thatlicensingis usedin a morerestrictivemannerin
theseareado protectgovernmentnonopoliesatthe expensef the privatesector.

It is reportedthat so far Malaysiahasby and large shunnedhhe useof anti-
dumping proceduresas a new form of import protection.At first sight, this is
indeeda positive developmentBut it could well be thatthereis no needto rely
on anti-dumpingor other contingencymeasuresas non-discretiongy licensing
actsasa moreeffective (hidden)tool of protectionin the handsof the Malaysian
authorities.

Anotherimportantelementof tradeandindustry policy that hasnot received
due attentionis export subsidies.Judging from the listing of various export
subsidiesn the Review, despiteMalaysia’sremarkableexportsuccesver the
pasttwo decadesgxport subsidiesare still an importantitem in the incentive
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structure.To what extenthavethesesubsidiesbeenimportantin explainingthe
‘export success'?Has the export successbeen based primarily on sound
economicfundamentalswhile subsidiessimply take the form of unnecessary,
costly transferdrom the governmento the exportsectorsAnsweringtheseand
related questionsis important in assessingthe implications of promised
dismantlingof exportsubsidiesor Malaysia’sfuture growth prospects.

Finally, the TPRhaspaidlittle attentionto theimplicationsof Malaysia’strade
policy for the global trading system,even though this has beenlisted in the
MarrakeshAgreementisanimport aspecof nationaltradeandinvestmentpolicy
to be reviewed under the TPRM. An important subject, which should have
receivedattentionin this connectionjs the possibletradediversioneffectof trade
preferencesunderthe CEPT schemeof the AFTA. Anotherimportant related
developmentthat has been completely ignored in the Review is the recent
expansiorof outwardforeign direct investmentfrom Malaysia.

5. CONCLUSION

The Trade Policy Review:Malaysia2001is a valuablesourceof information
for studyingrecentdevelopmentsand the currentstateof tradeand investment
policy in Malaysia.However its subjectcoverages ratherlopsided Much of the
Reviewis abouttariffs. Thediscussioron variousnon-tariff barriers(in particular
non-discretioney licensing,which seemgo havegainedin importancein recent
years), governmentprocurementpractices, export subsidiesand agricultural
productionsubsidieshavenot gonebeyondproviding a chronologyof eventsand
listing of policies. The overall discussionon recentpolicy changesn the TPR
provides some clues about some notable deviation of Malaysia’s trade policy
stancefrom the country’s pre-crisiscommitmentto trade liberalisation.But no
attempthas beenmadeto highlight thesedeviations,let alone analysingtheir
socio-politicd underpinningsand economic implications. Nor is there any
substantialassessmenbf the problems faced by Malaysia in meeting its
remainingcommitmentsunderthe WTO.
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