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Good Stuff 
– Industrial Development 
– Investment scenario looks stable 
– Reduction in overall fiscal deficit 
– Controlled Inflation 
 
 

Bad Stuff 
– Government intervention is 

increasing 
– Public procurement lacks 

transparency 
– Labour productivity is dropping  
– Quality of Business Regulation 

Declining  
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Good Stuff  
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• The Industrial development 

presents a balance picture 
with both export orientated 
and domestic orientated 
growing in tandem. 

 
Source: EPU 

 

 
 
 

Industrial development 
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 Investment 

• Private investment has been rising at a 
decreasing rate and public investment has 
stayed flat. 

 
         Source: EPU  
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Chinese Investment 

• Chinese FDI grew rapidly from $100 million 
in 2012 to $1.1 billion in 2015.  

 
Source: EPU / MIDA 
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Reduction in Fiscal Deficit 

• Prudent fiscal management has led to the reduction in federal government debt over the years, 
to 52.7 percent of GDP in 2016 from 54.5 percent of GDP.  

• Stability in global commodity prices could also increase commodity related revenues, providing 
additional leeway to consolidate the fiscal deficit at a faster pace. 

• In 2016, government collected MYR 39 billion in GST, which contributed 23% towards the total 
tax revenue.  

• Comprehensive subsidy rationalization reforms, including the full removal of fuel subsidies in 
2014 and subsidy cuts for food items such as sugar and cooking oil. 

• These are replaced with more targeted assistance to the low income group (e.g. BR1M) 
 
Source: World Bank Group 2017  
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Controlled Inflation 

• The inflation rate is projected to increase to 3-4% in 2017, mainly in the first half of 
2017 before gradually subsidising in the second half of the year.  
 

• No second-round effects are anticipated, as excessive wage pressures remained 
contained.  
 

• Credit growth to businesses remained steady in line with better economic 
environment, while household credit growth continued to moderate. 
 

• Median nominal monthly wages increased by 6.2 percent in 2016 and remaining well 
above inflation, which was below 2 percent over the same period. 

 
Source: World Bank Group 2017  
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Bad Stuff  
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Increased Government Role in the Economy 

• GLC influence on the Malaysian economy is pervasive. The government estimates 
that GLCs control approximately 36% and 54% of the domestic equity market and 
market capitalisation of the KLCI. 
 

• The government, being the entity that creates the laws for people to do business, 
can frame these laws to favour themselves, resulting in an uneven playing field for 
the private sector players in the market. This would discourage businesses from 
entering the market, resulting in decreasing economic competitiveness. 
 

 
IDEAS: Lesser Government in Business: An Unfulfilled Promise? 
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Lack of Transparency in Public Procurement 

• The government projects, including large infrastructure projects, 
which are externally financed remain inaccessible in terms of 
access of information and transparency. 

• In 2013, the public procurement including GLCs ballooned to 
22% of GDP.  
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Unpredictable Business Regulations 

• Bad business regulation often does not anticipate how and what the impact of the 
regulation on the market would be. The most vulnerable groups (i.e. SME) will have 
to bear the financial burdens which will lead to force closure or heavy fines. 
 

• If the burden of trying to navigate the bureaucratic system become too high, then 
business will have an incentive for corruption because the costs of bribery is a lower 
costs option. 
 

• Regulation has typically involved excessive regulatory requirements and lengthy 
procedures, increases the financial and time costs for investors seeking to establish 
and expand their businesses. 
 

Source: IDEAS: Regulations Should Be Market-Friendly 
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Low Labour Productivity 

• Labour productivity in Malaysia is lower than its regional counterparts (e.g Malaysia 
2.65 % change in productivity; Singapore 3.95%; Thailand 3.08%) 
 

• Larger firms in Malaysia are leading the decline in productivity with a -11.6% 
between 2012-2014 
 

• Malaysian firms less likely to provide training and train fewer workers, mainly small 
firms (e.g. only 40% of Malaysian firms offer training) 
 

• Productivity growth in Malaysia has declined since 2008, in part because slowdown 
in external demand 
 

Source: World Bank Group Productivity Presentation 13 



Overall Outlook 

• The government will continue to further strengthen the macro-economic position.  
• Chinese capital flows will remain strong.  
• The space for the private sector is shrinking.  
• Business Regulatory Environment is becoming less friendly.  
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Thank You 
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