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1. INTRODUCTION

T 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.1 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 ofTrade Policy Review[Country, 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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envisagedfor theleast-developedcountries.By June2002,a total of 149reviews
hadbeenconductedcovering77 WTO membercountries.

As a middle-rankingtradingnation,Malaysiais on thefour-yearreviewcycle.
The TPRBconcludedits third review of Malaysiaduring3–5December,2001.2

The Trade Policy Review: Malaysia 2001 (henceforthreferredto as the TPR
2001) provides a comprehensivesurvey of trade policy making in Malaysia
during 1997–2001in the context of changesin overall economicpolicy and
institutionaldevelopments.This is a highly timely publication.It will be valued
by the trade policy analystsnot only for the purposeof assessingMalaysia’s
performance in meetingcommitmentsundertheWTO Agreement,but alsoasan
essentialreferencefor studyingtheimplicationsof Malaysia’sunorthodoxpolicy
responseto the recent financial crisis for her long-term commitment to
maintainingan opentradeandinvestmentpolicy regimes.

Thepurposeof this paperis to surveyrecentdevelopmentsin Malaysiantrade
policy from a historicalperspective,usingthe 2002TPR asa referencepoint. It
beginswith an overview of Malaysia’seconomicperformanceduring the post-
independence era,payingattentionto the underlyingpolitical economy(Section
2). This section aims to supplementthe backgrounddiscussionin the TPR
2001ontheeconomicenvironmentandtradepolicy regimes(Chapters1 and2) in
providinga frameworkfor assessingrecentpolicy trends.Section3 sketchesthe
main facetsof the current tradepolicy regime,with emphasison policy shifts
following theonsetof thefinancialcrisis.Section4 providesa critical evaluation
of theTPR2001in termsof thepurposeof theTPRMassetout in Annex3 of the
MarrakeshAgreement (WTO, 1995). The final section presentsconcluding
remarks.

2. TRADE AND DEVELOPMENT IN MALAYSIA: AN OVERVIEW3

Malaysiais consideredasoneof the greatdevelopmentsuccessstoriesin the
developingworld. While Malaysia’seconomicperformancewas impressiveby
developing-country standardsover the entire four decadesof independence,the
achievementswereparticularly impressivein the decadebeforethe onsetof the
Asianfinancialcrisisin 1997.During this periodMalaysiahadoneof thehighest
growthrates(about9 percentperannum)in theworld (Figure1). Sustainedrapid
growthwasaccompaniedby a dramaticdeclinein therateof unemploymentand
rising living standards,andremarkablylow inflation. Thefinancialcrisisseverely
disrupted the Malaysian economy and in 1998 real GDP contractedby a

2 The two previousreviewswereconductedin 1990and1996.
3 The data used in this section,unlessotherwiseindicated,come from the EconomicSurvey,
Ministry of Finance,Kuala Lumpur (variousissues).
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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
foreigndirect investmentpolicies,theeconomyrecoveredquickly, regainingthe
pre-crisisgrowth momentumby 2000.

a. EconomicPerformance

In the 1970s and early 1980s, the economic expansionin Malaysia was
predominantlyaccountedfor by primarysectors.Malaysia’sachievementsduring
this periodincludedreachingagriculturalfood self-sufficiencyby themid-1970s,
maintainingits supremacyin the world natural rubbermarketby a remarkable
improvementin efficiency of production through a replanting scheme,and a
reductionin thevulnerabilityof theplantationsectorto thevagariesof theworld
rubberpricesby successfuldiversificationinto palm oil andcoco.Sincethe late
1980s,much of the growth has come from the expansionof manufacturing.
Between1987and1997,themanufacturingsectorgrewat anaverageannualrate
of 14 per cent,almostdoublethe rateof expansionachievedin the previousten
years.The shareof manufacturingin GDP increasedfrom about20 per cent to
over 34 per cent during this period, contributing to over 50 per cent of the

FIGURE 1
Malaysia:Growth (1965–2000)andUnemployment(1979–2000)(PerCent)

Source: Ministry of Finance,EconomicSurvey, Kuala Lumpur (various issues).
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incrementin GDP. In addition, much of the output expansionin the tertiary
(service)sectorsin recentyearshasbeencloselyrelatedto the expansionof the
manufacturingsector.Theshareof agriculturein GDPdeclinedfrom over20 per
centin themid-1980sto lessthan9 percentby theturn of thecentury,whenthe
economystartedto faceseverelabourshortages(Table1).

As in theotherhigh performingEastAsiancountries,rapidexportorientation
wasthewhole-markof industrialtransformationin Malaysia.By themid-1990s,
with manufacturingaccountingfor 80 per cent of the country’s total exports,
Malaysia had becomethe sixth largestexporterof manufacturedgoodsin the
developingworld, after the four newly industrialisedcountries in East Asia
(SouthKorea,Taiwan,Hong Kong andSingapore)andChina(WTO, 2001).At
first, Malaysia’smarketnichesin manufacturedexportswerein simpleassembly
operationsin electronicsand electrical goods,and standardlight 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
semiconductors andotherelectronicscomponentsstill accountedfor over45 per
cent of total merchandiseexports.Most of these‘products’ consistof simple
assemblyoperations,althoughsomeelectronicsfirms haveenteredinto higher
value-addedfabricationanddesignactivities.From the late 1980sMalaysiahas
been the largest developing-country exporter (and one of the world’s major

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** 33.5 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 ÿ0.9
Industry 6.7 10.7 5.7 9.8 12.8 2.1
Manufacturing 6.7 11.4 5.3 13.7 13.2 5.7

Services** 12.2 13.9 5.8 5.1 10.2 1.5
GDP 10.6 8.5 5.2 6.8 8.1 2

Notes:
* Outputsharesandgrowthratesarebasedon constant(1978)prices.Growthratesareannualaveragesbetween
the reportedyears.
** Includeimport dutiesnet of bankservicecharges.

Source: Ministry of FinanceMalaysia,EconomicReport(variousissues).
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exporters)of electronic components,particularly integratedcircuits. Foreign
direct investmenthasplayeda pivotal role in export-ledindustrialisation.Foreign
firms accountedfor over45 percentof total manufacturingvalueaddedandover
three-quartersof total manufacturedexportsby the mid-1990s(Athukoralaand
Menon,1999).

Rapid export-led growth was accompaniedby a persistentdecline in the
unemploymentrate,which hadreacheda peakof 8.5 percentby themid-1980s.
By the mid-1990sthe Malaysianeconomywasat virtual full-employment,with
an unemploymentrateof only 2.8 per cent (Figure1). The strongexpansionof
modernsectoremployment,the decline in unemploymentand, more recently
increasingwages,contributedto reductionof poverty andpromotionof equity.
The incidenceof povertyamongall households(asmeasuredby the percentage
of total householdsbelowthepovertyline) fell from 18.4percentin 1984to 0.6
per cent in 1997.A significantdeclinewasobservablefor both urbanandrural
households,eventhoughtheincidenceof povertywasstill relativelyhigh in rural
areas.Following the onsetof the financial crisis, the unemploymentrateroseto
3.3percentin 1998,but declinedto thepre-crisislevel by 2000,without leaving
any discernibleimpacton an impressiverecordof povertyreduction.While less
impressivethan its recordin reducingabsolutepoverty,Malaysiahasalsobeen
successful(by the standardsof developing countries at the same stage of
development)in addressinginequalityin thesizedistributionof income(relative
poverty).Between1970and1995,the Gini coefficient fell from 0.51in 1980to
0.44in 1990andstayedaboutthesamein theensuingyears,suggestingthatboth
the rich andthe poor benefitedfrom export-ledgrowth. The quality of life also
improvedin termsof variousindicators.For instance,the literacy rateincreased
from about30 percentin thelate1950sto 90 percentby theturn of thecentury.
In 2000,life expectancywas70 (up from 40 in the late 1950s),which wasonly
six years behind the averagefor the developedcountries.According to the
HumanDevelopmentIndex (HDI) of the United Nations– a compositeindex of
literacy, infant mortality and life expectancy– Malaysia ranked fourth (after
SaudiArabia,SouthKoreaandMauritius) in theworld in termsof improvement
in living standardsin the pastthreedecades(UN, 2001).

Thisperformancerecordlooksall themoreimpressivewhenviewedagainstthe
mixedprognosesof developmentprospectsfor Malaysiaat independencein 1957
(thentheFederationof Malaya).4 Of course,Malaysiahadsomeinitial advantages
such as rich and diversified natural resourceendowment,and well-developed
infrastructure and an efficient administrativemechanisminherited from the

4 In thefamousRosentein-Rodan(1961)growthtrajectoryup to 1976for 66 of today’sdeveloping
countriesMalaysiawasclassifiedin the‘low-growth’ category.A numberof othercountriesnewly
emergedfrom the colonial era – in particular India, Pakistan,Ghana,Kenya and Burma – were
identified ashavingmuchsuperiorgrowth prospects.
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colonialera.Subsequently Malaysiaalsogreatlybenefitedfrom its geography,the
locationin a high growthregion.But thesenon-policyfactorswerenot uniqueto
Malaysia.At the sametime, Malaysianpolicy makershad to face formidable
challengesarisingfrom a pluralisticsocietycharacterisedby deepethnicdivision
andunequaldistributionof incomeandwealthalongethniclines.5 Theconsensus
view of variousrecentprognosesof the Malaysianeconomicsuccessis that the
key to successwassoundeconomicpolicy (SellehandMeyanathan,1993;Bhalla
and Kharas,1992; Snodgrass,1995; and Athukorala and Menon, 1999). The
Malaysiandevelopmentpolicy reflectsa uniquecombinationof outward-oriented
developmentstrategy6 anda comprehensiveaffirmativeactionprogrammeaimed
at maintainingethnicharmonyandsocialstability.

b. Policy Trends

Like in many other developingcountries, industrialisationthrough import
substitutionwas a key emphasisof the Malaysiandevelopmentstrategyin the
1950s and 1960s (Alavi, 1996). But Malaysian policy makers,unlike their
counterpartsin othercountries,neverresortedto non-tariff protectionanddirect
governmentinvolvementin manufacturingthrough setting up of public sector
enterprisesasmeansof ‘promoting’ industrialisation.Moderatetariff protection
was by and large the key instrumentusedin encouragingnew investmentin
manufacturing.Tariff protectionto domesticmanufacturingin 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 developmentschemes.As alreadynoted,
unlike in most other developing countries, there was no direct government
involvement in manufacturing through the establishmentof state-owned
enterprises(SOEs).

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

5 At thetime of independence,thenativeMalays,whoaccountedfor 52 percentof thepopulation,
were relatively poor and involved mostly in low-productive agricultural activities. The ethnic
Chinese(37 percentof thepopulation)enjoyedgreatereconomicpoweranddominatedmostof the
modern-sectoractivities.
6 In a recentcomprehensivestudyof thepatternsandchronologyof tradepolicy reformsduringthe
postwarera,SachsandWarner(1995,Table 1) identify Malaysiaasoneof the eight developing
countrieswhosetraderegimesremainedopenthroughoutthe post-SecondWorld War period.
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actionpolicy, the New EconomicPolicy (NEP),which cameinto effect in 1970
(later modified and renamedNational DevelopmentPolicy, NDP, in 1990)
(Leigh, 1992; and Snodgrass,1995). The overriding objective of NEP was to
maintainnationalunity throughthe pursuanceof two objectives:eradicationof
povertyamongthe entirepopulationandrestructuringthe Malaysiansocietyso
thattheidentificationof racewith economicfunctionandgeographicallocationis
reduced.Theseobjectiveswere to be achievedthrougha wide rangeof direct
redistributionpolicies including privileged accessto subsidisedcredits,modern
sectoremployment,and shareownershipin private enterprisesfor the native
Malays(Bumiputra). But the resourcecostof thesedirect redistributionpolicies
wasnotamajordragongrowthbecausethegovernmentcontinuedto maintainan
outward-oriented overall policy stance. Given that the trade and foreign
investmentregimescontinuedto remainopen,andthe governmentby andlarge
continuedto maintainits firm commitmentto basicrulesof ‘good governance’
(in particularmaintainingmacroeconomicstability, 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
direct governmentinvolvementin the first half of the1980s,aspartof the ‘look
East’ policy of Dr Mahathirwho becamePrimeMinister in 1981(Chee,1994).
TheHeavyIndustriesCorporationof Malaysia(HICOM), a public-sectorholding
company,wasformedin 1980to go into partnershipwith foreign companiesin
setting up industriesin areassuch as petrochemicals;iron and steel; cement;
paper and paper products; machinery and equipment; general engineering;
transport equipment; and building materials. The symbol of the selective
industrialpolicy wasthe Proton(the Malaysiannationalcar) project,which was
setup by HICOM in collaborationwith the MitsubishiCorporationin Japan.By
1987,therewere867corporatepublic enterprisesin Malaysia,morethana third
of which werein manufacturing.Tariffs on a wide rangeof manufacturedgoods
wereincreasedin the first half of the1980saspartof theheavy-industrialisation
move.But therewas no significant relianceof quantitativeimport restrictions;
only 8 percentof total merchandise imports(on an import-weightedbasis)were
undersuchrestrictionsby the mid-1980s(Menon,2000,Table 1). By the mid-
1990s,only 3 percentof all import tariff lines(accountingfor about4.5percent
of annualimport value)weresubjectto licensingrequirements.

The economiccrisis during 1985–87,which originatedin a combinationof
budgetdeficits causedby theheavyindustrialisation moveandadversetrendsin
pricesof Malaysia’smajor export products(Corden,1996), put an end to the
state-ledheavy industrialisation push. The crisis managementpolicy package
placedgreateremphasison the role of the private sectorand strengtheningthe
conditionsfor export-orientedindustrialisationthroughgreaterparticipationof
foreign direct investment (FDI). The structural adjustment reform package
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introducedin responseto the crisis involved a gradualprocessof privatisation
andrestructuringof state-ownedenterprises.By the early 1990sstate-ownership
in manufacturingwas limited only to some politically sensitive venturesin
automobilemanufacturing(theProtonproject),petrochemical,iron andsteeland
cementindustries(Kanapathy,2000).The Promotionof InvestmentAct of 1986
introducedfresh,moregenerousincentivesfor privateinvestors,andsomeof the
ethnic requirementson company ownership of the NEP were relaxed. The
reforms after the mid-1980s also involved significant tariff reductions and
removal of quantitative import restrictions,7 removing restrictionson foreign
portfolio investmentin thecountryandlabourmarketreformsto makeMalaysia
morecost-competitiveasa locationof internationalproduction.

In the early 1990s,PrimeMinister Mahathircameup with a policy blueprint
(the Vision 2020 Statement)for transformingMalaysia to developed-country
statusby theyear2020.8 Most of theseproposals– in particularthoserelatingto
the provision of infrastructure, maintaining macroeconomicstability, human
capitaldevelopmentandcommitmentto 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 upgrading and
strengtheningdomesticlinkagesof the manufacturingsectors,which openedup
new opportunitiesfor policy-maker desecration.However, the long-standing
commitmentto private-sector-orientedgrowthin thecontextof anopentradeand
investmentregime continuedto remain the basic tenet of Malaysia’s national
developmentstrategy.

c. Policy Responseto the Financial Crisis

The impressivegrowth trajectoryof Malaysiawasshatteredby the currency
crisis in late1997andchangeddramaticallywith theonsetof thefinancialcrisis.
The currencyand stock market turmoil that beganin July 1997 was quickly
translatedinto economiccollapse.

Unlike the otherthreecrisis countries,Malaysiasuccumbedto 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-sponsored rescue package. However, for almost one-and-a-halfyears
following the onsetof the crisis, policy indecisivenessseriouslyhamperedthe

7 Theeconomy-wideimport-weightedtariff ratedeclinedfrom 14.7during1984–87to 8.7percent
by themid-1990s,the lowestin SoutheastandSouthAsia (Menon,2000,Table1; andADB, 1997,
p. 96).By themid-1990s,only 3 percentof all import tariff lines(accountingfor about4.5percent
of annualimport value)weresubjectto licensingrequirements.
8 Governmentprogrammesandproceduresfor achievingthesegoalswereembodiedin theSeventh
MalaysiaPlan(1996–2000)andthe SecondIndustrialMasterPlanreleasedin 1996.
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recoveryprocess.It wasdifficult for theMalaysianauthoritiesto mobiliseforeign
financingfor crisis managementbecauseof the marketperceptionthat Malaysia
would be lesscommittedto the requiredreformssinceit wasnot underan IMF
programme. To makemattersworse,the massiveprivate sectordomesticbank
debtsin thelead-upto thecrisis,9 constrainedtheuseof theinterestratepolicy to
supporttheexchangeratein thefaceof continuingcapitaloutflow. By mid-1998,
the economywas in its worst recessionduring the post-independence era and
therewereno signsof achievingcurrencyandshareprice stability.

In this volatile economicclimate, the Malaysiangovernmenthad to choose
betweentwo alternatives.The first wasto obtaina ‘good housekeepingseal’ on
its policiesfrom theIMF. This would, like in KoreaandThailand,havestabilised
the exchangerate,settingthe stagefor applyingthe Keynesiantherapyto speed
up the recovery.The secondoption was to embarkon a capital-control-based
macroeconomic stimulationpackage;to insulatethe domesticfinancial markets
from short-termfinancial flows throughcapital controlswhich wasexpectedto
setthestagefor fixing theexchangerateandprovidebreathingspacefor vigorous
pursuanceof monetaryandfiscal expansionto fight recession,andto 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 weighedagainstits
potential negative effect on socio-political stability of the country (Crouch,
1998).ThustheMalaysianleadershipoptedfor thesecondalternative,endingthe
policy uncertaintythat hadpervadedthe policy scenefor almosta year.

Thepurposeof capitaloutflow controlsin thenewpolicy packagewasto make
it harder for short-termportfolio investorsand offshore hedgefunds to drive
downthecurrency.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
commitment to 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
introducedto furtherencourageFDI participationin theeconomy.Theseincluded
allowing 100 per cent foreign ownershipof new investmentmadebefore 31
December,2000, in domesticmanufacturingregardlessof the degreeof export
orientation; increasingthe foreign ownershipsharein the telecommunication
project from 30 to 69 per cent (underthe condition that the ownershipshareis
broughtdownto 49percentafterfive years),andin stock-brokingcompaniesand
theinsurancesectorfrom apreviousuniform level of 30 to 49percentand51per

9 At the time Malaysiahadby far the largestbankcredit to GDP ratio (165 per cent)amongthe
crisis-hit Asian countries(and in the world at large).
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cent respectively;and relaxing restrictions on foreign investment in landed
property to allow foreigners to purchaseall types of propertiesabove RM
250,000in new projectsor projectswhich are lessthan50 per centcompleted.

In the 1998 Budget speechunveiled on 17 October, import duties on
automobiles,vansand motorcycleswere increasedfrom 30–200to 40–300per
cent for CBU (completely built-up) and 4–42 to 30–80 per cent for CKD
(completelyknockeddown) andconstructionequipmentfrom 0–35to 5–50per
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.Thedeclaredpurposeof thesemeasureswasto bring
down the currentaccountdeficit, but cushioninglocal producers(including the
national car producer, Proton) against domestic demand contraction was
obviouslya key motivating factor.

The Malaysianeconomybeganto recoverfrom its worst recessionduring the
post-independenceerafrom aboutthe secondquarterof 1999.By mid-2000the
economywas back to the post-crisisoutput level. Although the expansionof
export-orientedindustriesaidedby therecoveryin theglobalelectronicsindustry
played an important role, the recoverywas not entirely export-led.Domestic
demandexpansiontriggeredby expansionarymacroeconomicpolicy played a
pivotal role in achievinga broad-basedrecovery.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
restructuring by facilitating the mobilisation of domesticresources,and more
importantly, providing a cushionagainstadversemarketsentimentsof improper
practicesof protectingfavouredcompaniesandcorporations(Athukorala,2001;
andCorden,2002).

3. CURRENTTRADE POLICIESAND PRACTICES

This sectionprovidesa broad-brushpictureof the currenttradepolicy regime
in Malaysia drawing upon TPR 2001 and supplementing it with additional
informationfor comparingtheMalaysianexperiencewith thatof theothermajor
economiesin the region.Following the format of the TPR we first discussthe
broadsweepof tradefocusingon the key instruments(measures),followed by a
discussionof sectoralpolicies.
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a. TradePoliciesand Practicesby Measure

(i) Import tariffs
As already noted, tariffs have continued to be the main border measure

affectingMalaysia’simport tradethroughoutthe post-independenceperiod.The
currenttariff structure(asof end2001)contains10,368tariff lines (9-digit HS
level) and involves 73 different rates.As a result of the conversionof some
specific, compound,and alternativeduties into ad valorem ratesfollowing the
signing of the WTO Agreementin 1995, the shareof total lines with non-ad-
valoremtariffs declinedfrom 4.5 per centof tariff lines in 1997to only 0.7 per
cent in 2001.Thereareno tariff quotasor variableimport levies.

The tariff increasesintroducedin 1998 (seeabove)resultedin a mild, yet
notable, reversal in the declining trend in the averagenominal tariff rate
maintainedfrom the mid-1980s(Menon, 2000, Table 1). The averageapplied
MFN tariff increasedfrom 8.1percentin 1997to 9.2percentin 2001(Table2).
Theaveragelevel of nominaltariff protectionis lower thanthat indicatedby the
simpleaverageappliedMNF averageowing to varioustariff concessions,often

TABLE 2
Tariff Structureof Malaysia(MFN Tariff)

1988 1993 1997 2001

Numberof tariff lines 12,183 11,875 10,372 10,368
Boundtariff lines1 (%) 0.8 0.8 63.7 63.5
Duty-freetariff lines1 (%) 10.3 13.4 58.6 58.3
Specificandmixed tariffs1 (%) 22.2 12.0 4.5 0.7
Tariffs with no ad valoremequivalent1 (%) 7.4 5.9 4.5 0.7
Simpleaverageappliedrate (%) 17.5 15.2 8.1 9.2
Agriculture (HS 01–24) 7.7 7.3 4.8 3.5
Industrialproducts(HS 25–93) 14.8 14.7 8.5 9.9
Tariff range(%) 0–207.5 0–140 0–200 0–300
Import weightedaverage(%) 15.5 11.9 9.9
Domestictariff peaks2 (%) 0.8 2.2 15.8 9.6
Internationaltariff peaks3 (%) 51.3 49.1 25.9 23.8
Coefficientof variation(%) 91 86 170 210
Simpleaveragetariff 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-processedproducts 18.3 15.3 7.0 7.7
Fully processedproducts 18.1 15.4 11.9 13.6

Notes:
1 As a percentageof total tariff lines.
2 Domestictariff peaksaredefinedasthoseexceedingthreetimesthe overall simpleaverageNMF rate.
3 International tariff peaksaredefinedasthoseexceeding15 per cent.

Source: WTO (1998,TablesIII.1 andIII.4); andWTO (2002,TablesIII.1 andIII.2).
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for capitalandintermediateinputs,aswell aspreferentialrates,particularlythose
favouring ASEAN countries under AFTA. The ratio of actual import duty
collectedto total valueof merchandiseimports(theimplicit nominalduty rate)in
fact declinedfrom 3 per cent in 1997to 1.3 per cent in 2000.

The degreeof dispersiontariff ratesmeasuredby the coefficientof variation
increasedfrom 91 per cent in 1998to 170 per cent in 1997andthento 210 per
cent in 2001,reflecting the increasein the numberof tariff lines with ratesless
than 10 per cent and higher than 20 per cent (Table 2). By contrast,domestic
tariff peaks(lineswith tariff ratesexceedingthreetimesthesimpleaveragetariff
rateasa percentageof total tariff lines) havedeclined.Tariff peaksapply, inter
alia, to automobiles,beverages,textilesandclothing.

Malaysiaboundonly 65 per centof its tariff lines in 1995andthe boundlist
hasremainedunchangedduringtheensuingyears.Moreover,theboundratesare
much higher than the applied MFN rates. Both these featuresof the tariff
structurehaveprovidedthegovernmentwith scopeto raiseappliedtariffs (aswas
donein 1998),impartinga degreeof uncertaintyto appliedtariffs.

Theincreasesin nominaltariff ratesin recentyearshavelargelybeenconfined
to productsin the final stageof processing(Table2). Nearly60 percentof total
tariff lines,which relatemostlyto inputsto domesticindustry(that is, productsin
the first stageof processingandthe semi-processproducts)continuedto remain
duty free.A largenumberof dutiableimportedinputsalsobenefitedfrom some
tariff reductions.This cascadingpatternof the tariff structureimplies that the
effective rate of protection enjoyed by domestic manufacturingwould have
considerably increasedduring the review period.

Malaysia is a founding memberof the Associationof the South East Asian
nations(ASEAN) and the ASEAN FreeTradeAgreement(AFTA). Malaysiahas
agreedto providetariff preferencesto the AFTA membercountrieson 8,764tariff
lines under the CommonEffective PreferentialTariff (CEPT) schemeof AFTA.
Tariffs on theseproductlinesareto be reducedto a rangeof 0 to 5 percentby the
endof 2002.Startingin 1993,Malaysiahasprogressivelyplaced96 percentof the
agreedtariff linesundertheCEPTscheme.To date,96 percentof Malaysia’stariff
lines havebeentransferredto the CEPTA scheme.Two 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 facedby the domesticautomobileindustry.Tariff preferencesgranted
under the CEPT schemeare subject to the fulfilment of rules of origin criteria,
which havebeensetat a minimum of 40 percentof local or regionalvalueadded.

In additionto thetariff preferencesgrantedundertheCEPTscheme,Malaysia
provides the other five original member countries of the ASEAN10 tariff
preferencesunder ASEAN PreferentialTrading Agreement(APTA) signedin

10 Indonesia,the Philippines,Singapore,ThailandandBrunei.
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1997.APTA coverall productsthatarenot includedin theCEPTschemeandthe
preferentialratesare 50 to 100 per cent lower than the respectiveMFN rates.
Between1997and2001,thesimpleaverageof AFTA tariff decreasedfrom 4.7to
3.9 percent,asagainstan increasein theaverageMFN ratewhich rosefrom 8.1
to 9.2 per cent.

The wideninggapbetweenthe averageMFN tariffs andthe significant tariff
preferencesgranted under the CEPT and APTA schemes,coupled with the
wideninggapAPTA andMFN rates,havesetthestagefor potentialdiversionof
Malaysia’s trade from non-AFTA trading partners to AFTA countries. No
systematicstudyof suchtradediversionhasyet beenundertaken.The shareof
importsfrom AFTA countriesin total importsof Malaysiaincreasedfrom 18 to
over23 percentbetween1996and1999,but this increasecannotbeascribedto
tradediversionalone.Variousotherfactors,includingthesignificantdepreciation
of ASEAN currenciesagainstnon-ASEANcurrenciesin the wakeof the Asian
financial crisis and the growing important intra-regionalcross-bordertrade in
components,are within vertically integrated manufacturing production (in
particular the electronicsand motor vehicle industries),many of which have
contributedto an increasein intra-regional trade.

Table3 comparesMalaysia’stariff structurein 2000(the latestyearfor which
comparabledata are available) with that of the major trading nations in the
region.Despiterecenttariff increasesMalaysia’saveragetariff rate is relatively
low (both in termsof the simple averageand import-weighted average)by the
regional standards.However, the degreeof dispersionof tariff in Malaysia
(measuredby thecoefficientof variation)is relativelyhigh becauseof high tariff
peaksrelating to a few productlines,motor vehiclesin particular.

(ii) Non-tariff barriers (NTBs)
Thereare no import quotasin Malaysiaand the existing import prohibitions

are limited only to thoseimplementedfor national security reasons.However,
someagriculturalandindustrialproductshavecontinuedto remainunderimport
licensing.As noted,following theonsetof therecentfinancialcrisisthelicensing
list waswidenedto covera numberof productssuchasheavyandconstruction
equipment,iron and steel products,industrial chemicalsand certain electrical
householdgoods.Consequently,the number of tariff lines subject to a non-
automaticimport licensing requirementincreasedfrom 17 per cent in 1996 to
27.3percentin 1997(WTO, 2002,p. 39).Theimport-restrainingeffectsof these
controlsare not known, but thereis circumstantialevidencethat the degreeof
restrictivenessinvolvedin thelicensingprocesshasincreasedfollowing theonset
of the crisis.

In 1998 and 1999, Malaysia revised its anti-dumping and countervailing
legislationwith aview to bringingit into conformitywith theWTO agreementon
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Subsidiesand CountervailingMeasures.But unlike many other WTO member
countries,Malaysiahasnot reliedheavilyon contingentmeasuresfor controlling
imports; during 1997–2001 Malaysia initiated only five anti-dumping
investigations (of which threewere provisionalmeasures).11 Currently there is
no safeguardlegislationin Malaysia.

As part of the commitmentsof the WTO agreementon Trade Related
Investment Measures (TRIMS), Malaysia abolished all local content
requirementsmeasureson 31 December,2000,exceptthosein themotorvehicle
sector.Malaysia requestedan extensionof the transitionperiod until 2005 for
eliminatinglocal-contentrequirementsin theautomobilesectorasa conditionfor
establishinga newindustry.In compliancewith theAgreementon TradeRelated
Intellectual PropertyRights (TRIPs), Malaysiahasenactedtwo new laws (the
LayoutDesignof IntegratedCircuits Act 2000andtheGeographicalIndications

TABLE 3
Nominal Tariff RatesandDispersionin SelectedEastAsian Countries,2000(PerCent)

Tariff Measure All Products Primary Products Manufacturing

China Mean 17.48 14.27 17.35
CV 71.28 102.31 58.76
Weightedmean 20.5 19.32 16.12

Indonesia Mean 8.43 7.43 16.52
CV 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
CV 93.82 56.91 18.90
Weightedmean 7.51 4.83 8.58

Thailand Mean 18.48 16.34 19.32
CV 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 13.4

Note:
CV: Coefficient of variation(standarddeviationasa percentageof the mean).

Source: Compiled from individual country tariff schedulesavailable from the Asia Pacific Economic
Cooperation (APEC) Secretariat’s online database,www.apectariff.org

11 The total numberof anti-dumpingcasesnotified by the membercountriesto the WTO in 1999
amountedto 360, up from 150 in 1998.
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Act 2000) and hasamendedthe PatentsAct 1983,TradeMarks Act 1976, the
CopyrightAct 1987,andthe IndustrialDesignsAct 1996(WTO, 2002,p. 19).

Malaysiais not a party to theAgreementon GovernmentProcurement(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. Foreignsuppliersare
usuallyexcludedfor contractsof largeamountsunlessthesuppliesor servicesare
not available locally; for work contracts,foreign contractorsare allowed to
participate if there is no local expertise. It eliminated other local-content
requirementstied to investmentincentives.Thereareno non-preferentialrulesof
origin impactingon imports.

(iii) Export taxesand subsidies
Someprimary products,notably forestproducts,crudeoil andselectedpalm

oil products,aresubjectto exportduties.In 2000thesedutiescontributedto about
2 per cent of tax revenues.A few agricultural productsare also subject to
prohibitions,restraintsandlicensingrequirements.

There are no export duties on manufacturedproducts. On the contrary,
assistanceis providedto manufacturedexportsthroughimport tariff concessions,
tax exceptions,export credit, export insuranceand export credit guarantees,
exportpromotionandmarketingassistance.In additionMalaysiamaintainstwo
types of facilities for export processingwith minimum customsformalities;
licensedmanufacturingwarehousesand free zones.Malaysia is committed to
phasingout theseexportsubsidiesin themanufacturingsectorovereightyears,to
bring themin conformity with the WTO Agreement.

(iv) Other measuresaffectingproductionand trade
Over the past five years,Malaysia has taken initiatives to gradually bring

domesticproductstandardsinto line with internationalnorms.About 31 percent
of the 2,862Malaysianstandardscurrentlyin force arealignedwith or basedon
international standards.But 80 per cent of the new standardsdevelopedby
Malaysia in 1998 and 1999 correspondto internationalstandards.During the
periodunderreview,Malaysiaenactedtwo newlawsandamendedfour othersto
strengthenthe protection of intellectual property rights and bring domestic
legislation into conformity with the TRIPs Agreement.It has also steppedup
enforcement of IPR laws,especiallythosepertainingto copyrights.

Thegovernmenthasa privatisationprogrammedatingbackto 1987.But state-
ownedenterprisesstill continueto play an importantrole in the economy.As of
2000 therewere 37 state-ownedenterprisesor non-financialpublic enterprises
(NFPEs)involved in manufacturing,mining andpetroleum,andservicessectors
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(electricity, transportation, telecommunications and postal activities). The
developmentexpenditureby NFPEsrepresentedmore than 50 per cent of total
public stateexpenditureduringtheperiod1996–2000(WTO, 2002,p. 65).Apart
from their own operations,someof theseenterprisesprovidefinancenot just to
each other, but also to private companies.State-ownedenterprisesplay an
important role in the Malaysian economy,especially in petroleum,transport,
telecommunications, postal and electricity industries. In December2000, 40
companiesin which the Statehasa substantialsharerepresented5 per cent of
companieslisted on the Kuala Lumpur StockExchangeandthey accountedfor
30.3per centof the total marketcapitalisationof all listed companies.

Malaysiadoesnot havea comprehensivecompetitionlaw or other laws that
regulatetheactivitiesof enterprisesandprotectconsumerinterest.However,the
governmenthasrecentlyestablishedsomecompetitionguidelineswith a view to
fosteringcompetitionin telecommunications.As part of corporaterestructuring
following theonsetof thecrisis,thegovernmentalsohastakensomeinitiativesto
improve corporategovernancein Malaysia, including introducing disclosure
requirementsandmonitoring insidersharetrading.

b TradePolicy by Sector

At the sectorallevel, overall Malaysiamaintainsliberal agriculturalpolicies,
especiallyasfar asnon-tariff bordermeasuresareconcerned.Generallyspeaking,
import tariffs onagriculturalproducts(HSchapters01–24)arelow, averaging3.5
percentin 2001,if non-ad-valoremdutiesareexcluded.However,a wide range
of agriculturalimports is subjectto import licensing.

Non-bordermeasures,notably productionsubsidies,are also usedto support
domestic (non-plantation)agriculture. The total governmentoutlay on these
supportmeasuresamountedto RM 995in 1998(thelatestyearfor whichdataare
available).The rice sector standsout as the single most assistedagricultural
activity. The governmentassistsrice producerswith a comprehensivefertiliser
subsidy, a guaranteedminimum price and a price subsidy scheme.Poverty
reductionand food security are often cited as the main rationalebehind such
policy. Under the guaranteedminimum price scheme,BERNAS (a privatised
enterpriseinvolved in statetrading)undertakesto buy paddyfrom farmersat not
lessthantheguaranteedminimumprices.Underthepaddypricesubsidyscheme,
the governmentmakesfixed paymentsto farmersfor the paddysold by themto
any commercial rice 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 crudepetroleumand gas)were
eliminatedin 1997.They are not subjectto any import restrictions,exceptfor
barite, which requiresan import licence.Currently there is no export duty on
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petroleumproducts;while exportsof crudeoil andtin aresubjectto exportduties
at 10 per centand0–25per cent,respectively.

The wholly state-owned company 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 petrochemical
products)is acceptedin the form of production-sharingcontracts(PSC);by the
endof 2000,PETRONAS hadsignedmorethat60 PSCswith foreigncompanies.
Foreignequity participationup to 100 per cent is permittedin the mining sector
dependingon the level of investments,technologyand risk involved in the
project,theavailability of Malaysianexpertisein theexplorationandmining,and
the level of domesticvalueadded.

The total numberof duty-freeimport lines relating to manufacturedimports
increasedfrom 4,155 to 4,336 between1997 and 2001. Tariffs on selected
manufacturedgoodshavebeenreducedeitheron a unilateralbasisor underthe
WTO commitments.However,the averagetariff rate for manufacturedimports
increasedfrom 6.4 to 8.2 percentbecauseof increasesin tariffs on automobiles,
constructionequipment,certainappliancesandalcoholicbeveragesin 1998.As
alreadynoted,a numberof manufacturedgoodsarealsosubjectto discretionary
import licensingfor public healthandsecurity,aswell asfor protectionpurposes.
Exportsof manufacturedproductsenjoy virtual free tradestatusthroughexport
duty exemptions,duty drawbackfacilities andfree tradezonestatus.Exportsare
alsoexemptedfrom salestax.

Heavyprotectiongivento theautomobileindustryremainsa majoranomalyin
Malaysia’sstructureof industrialprotection.The domesticautomobilemarketis
protected through both tariff and non-tariff measures.Following the latest
increasesin October1997,currentlyautomobiletariffs rangefrom 42 to 80 per
centon completelyknockeddown(CKD) cars,andfrom 140 to 300percenton
completelybuilt up (CBU) cars.Most automobilepartsandcomponents,except
tractor parts (duty free) are subject to 25–30 per cent tariffs. Motor vehicles,
chassisfitted with enginefor automobilesandmotor vehicles,chassisnot fitted
with engineandpartsthereof,bodiesfor ambulances,androadtractorsfor semi-
trailersaresubjectto discretionaryimport licensing.A numberof internaltaxes,
suchassalestax at 10 percent,excisetax at variousrates,androadtaxesbased
on enginecapacityare imposedon all vehicles.The national cars,Protonand
Perodua,receive a 50 per cent reduction in excise tax. All assemblersand
manufacturers,including the two nationalcar companies,mustsourcea certain
percentageof partsandcomponentslocally (WTO, 2002,p. 77).Giventheheavy
protection,domesticproductionnaturally accountsfor the lion’s share(over 90
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per cent)of the domesticcar market.Despitevariousexport incentivesoffered,
exports of automobile products accountedfor a mere 0.4 per cent of total
merchandise 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
extended to December 2003). However, activities that involve small and
medium-sized enterprises, like paper packaging, plastic packaging, metal
stampingand fabrication, wire harness,and printing were excludedfrom this
relaxation.Foreignequity participationin theseindustriesis limited to 30 per
cent if the productsaredomestic-marketoriented.

The servicessector,which accountsfor over half of GDP, is not as opento
tradeasagricultureandmanufacturing.Foreigncommercialpresenceis generally
confinedto joint venturesin which combinedforeignownershipcannotnormally
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
telecommunication servicesandfinancial servicesrespectively.But the progress
with implementingtheproposedreformshasbeenmuchslowerthananticipated.

4. ASSESSINGTHE REVIEW

Like the two previous reviews, the TPR 2001 is a useful basic sourceof
information on recent changesand the current state of trade and foreign
investmentpoliciesandthe relateddomesticpolicies in Malaysia.The report is
particularly commendablegiven the severestaffing and financial constraints
under which the WTO Secretariatoperates(Keesing, 1998; and Blackhurst,
1998).Thereare,however,manyareasin which moreanalysiscould havebeen
done.

As the number of participants of the TPRB meetings have indicated, the
discussionon the capital-control-based recovery packageintroducedin October
1998 is rather sketchy and does not provides a balancedtreatmentof various
opinions about its role in speedingup the recoveryprocess.The authorsof the
Reviewseemsto supporttheview that theimpositionof controlson capitaloutflow
by theMalaysiangovernmentwassimply a ritualistic lockingof thebarndoorafter
thehorsewasstolen. This is a misleadingview becausethepurposeof controlswas
to set the stagefor monetaryexpansionby preventingthe outflow of funds,both
local andforeign-owned(particularlythe former,giventhatmuchof theshort-term
capital had alreadyleft the country), in responseto the lowering of the domestic
interestraterelativeto world marketrates.Thepotentialthreatof suchoutflow was
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muchgreaterin Malaysiathanin theothercrisis-hitcountriesbecauseof thepivotal
role played by the Singaporemoney market as a convenientalternativeto the
domesticmarketfor the Malaysianinvestor.

Thereis evidencethat,oncetheMalaysianauthoritiesdecidedto deviatefrom
the IMF route and follow the conventional Keynesian recipe for crisis
management,capital 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 theseflows can be
effectively regulated (at least on the margin), provided the controls are
specifically targeted at capital account transactions(Ito, 2000; Athukorala,
2001;andCorden,2002).Onecanstill disputethe argumentthat controlshave
playeda ‘special role’ in delivering a superiorrecoveryoutcomefor Malaysia
(compared to the IMF-programme countries) for want of counterfactuals.
However, the fact remainsthat the new policy measuresenabledMalaysia to
achieve recovery while minimising social costs and economic disruptions
associatedwith a moremarket-orientedpathto reform.This itself is a significant
achievementbecausemaintainingsocialharmonyis anoverridingconcern(quite
apart from economicefficiency consideration)of economicpolicy making in
ethically diverseMalaysia(Crouch,1998).

Thebulk of thediscussionon thestructureof tradeprotectionin theTPR2001
is on tariff barriers.In most casesthe discussionon non-tariff barriershasnot
gonebeyondasimplelisting of theinstrumentsandthecommoditiescovered.For
instance,theTPRpointsto therecentincreasein therelianceon import licensing,
but thereis little discussionof implicationsof theseincreasesfor Malaysiaimport
tradeandrelativeincentivesfor domesticindustries.It is mentionedthatlicensing
is ‘non-automatic’ without providinganyevidenceabouttheextentto which the
administrativediscretion is used to regulatetrade flows. A close look at the
commoditycoverageof licensing,however,suggeststhata significantnumberof
these products directly competewith domestic production by public sector
enterprises.It couldwell bethat licensingis usedin a morerestrictivemannerin
theseareasto protectgovernmentmonopoliesat theexpenseof theprivatesector.

It is reportedthat so far Malaysiahasby and large shunnedthe useof anti-
dumpingproceduresas a new form of import protection.At first sight, this is
indeeda positivedevelopment.But it could well be that thereis no needto rely
on anti-dumpingor other contingencymeasuresas non-discretionary licensing
actsasa moreeffective(hidden)tool of protectionin thehandsof theMalaysian
authorities.

Another importantelementof tradeandindustrypolicy that hasnot received
due attention is export subsidies.Judging from the listing of various export
subsidiesin the Review,despiteMalaysia’sremarkableexportsuccessover the
past two decades,export subsidiesare still an important item in the incentive
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structure.To what extenthavethesesubsidiesbeenimportantin explainingthe
‘export success’?Has the export successbeen based primarily on sound
economicfundamentals,while subsidiessimply take the form of unnecessary,
costly transfersfrom thegovernmentto theexportsectors?Answeringtheseand
related questions is important in assessingthe implications of promised
dismantlingof exportsubsidiesfor Malaysia’sfuture growth prospects.

Finally, theTPRhaspaidlittle attentionto theimplicationsof Malaysia’strade
policy for the global trading system,even though this has been listed in the
MarrakeshAgreementasanimportaspectof nationaltradeandinvestmentpolicy
to be reviewed under the TPRM. An important subject, which should have
receivedattentionin thisconnection,is thepossibletradediversioneffectof trade
preferencesunder the CEPT schemeof the AFTA. Another important related
developmentthat has been completely ignored in the Review is the recent
expansionof outwardforeign direct investmentfrom Malaysia.

5. CONCLUSION

TheTradePolicy Review:Malaysia2001 is a valuablesourceof information
for studyingrecentdevelopmentsand the currentstateof tradeand investment
policy in Malaysia.However,its subjectcoverageis ratherlopsided.Much of the
Reviewis abouttariffs. Thediscussiononvariousnon-tariff barriers(in particular
non-discretionary licensing,which seemsto havegainedin importancein recent
years), governmentprocurementpractices,export subsidiesand agricultural
productionsubsidieshavenot gonebeyondprovidinga chronologyof eventsand
listing of policies.The overall discussionon recentpolicy changesin the TPR
providessomeclues about somenotabledeviation of Malaysia’s trade policy
stancefrom the country’s pre-crisiscommitmentto tradeliberalisation.But no
attempthasbeenmadeto highlight thesedeviations,let alone analysingtheir
socio-political underpinningsand economic implications. Nor is there any
substantial assessmentof the problems faced by Malaysia in meeting its
remainingcommitmentsunderthe WTO.
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