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Key points  

• The Malaysian government must continue to practice fiscal discipline and be clear of 

its policy objectives to strengthen market confidence 

• Drastic cuts on expenditure in the government’s effort to reduce government debt may 

run the risk of creating external shocks. Cost cutting on development expenditure 

needs to be carefully considered as it is needed for GDP growth. Instead, there should 

be more cuts on operational expenditure 

• To bring about overall national development, there needs to be added focus on 

addressing inequality and poverty. Higher participation of women in the workforce will 

lead to greater national growth. This can be encouraged by enabling affordable 

access to childcare and elderly care, especially among low-income communities 

• The introduction of new taxes has to be conducted with caution and more study is 

necessary to assess its overall impact to avoid adversely affecting market confidence 

• High debt-to-GDP ratio needs to be addressed, perhaps through austerity measures 

to reenable higher growth, but this needs to the consideration of all policy options 

• High levels of household debt is a major threat towards Malaysia’s long-term growth 

prospects. Young Malaysians need to develop good spending and saving habits. The 

government must find ways to increase income and reduce cost of living, such as in 

the area of healthcare, child support, transport, and the provision of affordable housing 

• Malaysia should rectify the ICERD and have stronger policy commitments towards the 

SDGs 

• With the loss of revenue from GST and unreliable oil prices, new revenue sources 

need to be found  
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WELCOME AND INTRODUCTORY SPEECH 
 

Tan Sri Dr Michael Yeoh, Executive Vice Chairman, KASI Institute   

 
The current global economy faces much uncertainty. At a recent World Bank-IMF meeting, President 
Joko Widodo warned that the world could be facing an “economic winter”. Some uncertainties include 
the situations in the Middle East, Europe and United Kingdom with Brexit, and especially the US-China 
trade war which some fear could lead to a new Cold War. 2018 marks the 10th anniversary of the Global 
Financial Crisis which took place in the United States in September 2008. Therefore, it is important to 
prepare and to learn the right lessons from the crisis to avoid making similar mistakes of the past.  
 
A Khazanah Research Institute’s study revealed a widening income gap within Malaysia. There are five 
key economic challenges that economic planners need to take into consideration; deficit and debt, 
development divide, digital inclusion, and demographic challenges. Economic development needs to 
take account of the 4Es - education, employment, entrepreneurship, and ethical leadership. In addition, 
the new economy is made up of 4Ps - peace, prosperity, productivity, and poverty eradication.  
 
The coinciding of the International Day of Poverty Eradication and the 11th Malaysia Plan’s Mid-Term 
Review presents an appropriate opportunity for reflection. Although Malaysia has reduced absolute 
poverty, there are still existing pockets of relative poverty in interior areas and urban settings throughout 
the country. In order to ensure effective implementation, independent monitoring mechanisms need to 
be established, comprising representatives from various communities, the private sector, business 
community, to universities and academic institutions. 
 
 

PANEL 1  
Malaysia’s conundrum - Malaysia’s economy is on its way to achieve high-income status – 
priorities and challenges  
 
Moderator: 
Mr H. K. Yong, Adjunct Professor of Universiti Teknologi Malaysia, Razak Faculty of Technology 
and Informatics; Trustee & Audit Chair, World Fish; Senior Adviser to ASEAN Advisory, 

Singapore; Asian Council, International Project Finance Association  
 
Panellists: 
Prof. Dr. Rajah Rasiah, Distinguished Professor of Economics, Asia-Europe Institute, University 
of Malaya  
 
While Gross National Happiness has been given some attention in recent times, GDP is more widely 
used by governments for planning. However, there are limitations as to how national accounts are done. 
There is also a structural argument about increasing returns. The economist, Allyn Young, who wrote 
Increasing Returns and Economic Progress, advocated manufacturing as an engine of growth that will 
lead to increasing returns. The concept was conceived during a time when the manufacturing sector 
was expected to grow rapidly and had the capacity to drive other sectors. This concept was later 
expanded by Nicholas Kaldor. In this concept, economies begin with primary sectors, such as 
agriculture and old forms of mining, then the manufacturing and construction sector, followed by 
services. Services was treated as a knowledge-based sector. At all instances, the earlier sectors 
declined in their share of contribution to GDP, such as the case where the share of agriculture 
contributions to GDP will decline, as observed in Singapore, Taiwan, and Korea. Eventually, the 
contribution of manufacturing to GDP will also fall, as observed in Korea. Taiwan already has 70 percent 
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of its GDP contributions from services. If the share of value added and gross outputs show an increase, 
in terms of profits, wages and salaries, then it is rational to have deindustrialisation. This will not be 
considered premature, just as with the case of Pakistan, which manufacturing sector peaked at 17 
percent of its GDP before declining. On the other hand, Malaysia’s manufacturing sector reach 31 
percent before it started declining. Hence, Malaysia’s value-added manufacturing and gross output 
declined before the sector matured. 
 
The World Bank uses per capita income as a measure to classify countries, but it is a country’s capacity 
to sustain their level of income which is more important. This require these sectors to be propelled by 
key drivers that ensure sustainability over a longer period of time. For example, a country can have an 
agriculture sector declining in terms of contribution, taking the example of Taiwan, which has 90 percent 
self-sufficiency in paddy because the government provides a guaranteed minimum price, support 
through incubators, and technology - including the use of smart robots which have digital controls and 
are not only capable of do farming, but also able to carry out manuring and milking. Despite the decline 
in the agricultural sector’s share of GDP, it has remained to be a sector that is not sapping the rest of 
the economy. The economist, Arthur Lewis, pointed out that one cannot have a mature economy with 
a sector that is weak because it will be taken over by another sector. There must eventually be 
equalisation in relation to prices or the different sectors, not just in wages. Malaysia has not reached 
this level just as yet, not even in the agriculture sector. The Ringgit rose from 1989 to 1997. Yet, there 
was a chronic current account deficit in each of those years. That only happened because Malaysia 
had a strong capital account with FDI and portfolio equity investments coming from abroad, undermining 
the effect of a Dutch Disease phenomena.  
 
One of the goals of the 11th Malaysia Plan is to accelerate the diffusion of Industrial Revolution 4.0. 
There is a transference of artificial intelligence (AI), but this does not mean complete robotisation as 
control are still in human hands. For instance, since 2002, BMW assembly plants have robots in South 
Africa that are controlled from Germany. However, there is a need to relook technical and vocational 
training. Although actual skills can be transferred; humans will be unable to reach high levels of 
precision, which is why robots are used for more surgical procedures. There have not been convincing 
strategies to transform the labour force to be prepare for upcoming changes.  
 
In real terms, if GDP per capita is rising, the cost of living will not rise that much more, unless the 
consequences are felt all across society. This imply that some are receiving more benefits than others, 
giving rise to inequality. It is likely that inequality will worsen. Although the previous government 
demonstrated a decline, the Gini coefficient fell to its historical low of 0.399, largely due to the provision 
of BR1M. This is not a sustainable solution. For instance, similar to the conundrum with R&D 
investments, where at some point there needs to be returns of investments in order to justify the 
continued support for R&D.  
 
It seems that in every decade a financial crisis occurs. The 1997/1998 Asian Financial Crisis was 
discussed in a trade and development report by UNCTAD in 1996, which warned that unless certain 
economies take care of their short-term debt deficit and clear the current account deficits, they will be 
derailed by potential speculative attacks. Unfortunately, many governments refused to heed these 
warnings. Similarly, the Global Financial Crisis has taught what the Nobel Laureate Bob Lucas and Ben 
Bernanke claimed; that the world has learned enough and there will never be any more crisis. This is 
followed by the implosion of most market-orientated economies. This sort of practices come from a 
bubble that was already steadily growing. If Malaysians can ensure that this bubble (some of which are 
being taken care of quite well, such as non-performing loans), it will be resilient towards external shocks 
despite relying on exports, as the country will be on stronger footing to revive the economy and be able 
to reduce its impacts.  
 
 
Mr. Alan Tan Chew Leong, Head of Research / Chief Economist, Affin Hwang Investment Bank  
 
In order for Malaysia to achieve a high-income status, two conditions are needed. Firstly, the global 
economy needs to continue on a steady growth path. Secondly, on the domestic front, policies are 
needed to ensure sustainability of domestic demand, namely, in private consumption and private 
investments, and to encourage exports. Malaysia is a trade-dependent economy. Therefore, any 
negative impact from the external environment will impact the country and complicate the government’s 
policies ensuring the sustainability of growth going forward.  
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Economic downturns are a drag on the global economy. Similarly, looking at GDP trends, during crisis 
periods such as the Asian Financial Crisis, Malaysia’s GDP growth dropped by 7.4 percent. There is 
much uncertainty going into 2019, especially due to the global trade war between the US and China. 
President Trump will likely go forward and escalate trade tensions with China. But with China exporting 
close to 550 billion products to the US, if China were to retaliate, it would impact global economic growth 
rates and will certainly affect Malaysia.  
 
The IMF has brought down the global growth rate from 3.9 percent to 3.7 percent so there could still be 
some downside risk where the global economy might slow down going into 2019 and 2020. Fortunately, 
Malaysia’s economic fundamentals are relatively sound. While the government is ensuring fiscal 
discipline and fiscal consolidation, it is still in the deficit position. However, Malaysia’s current account 
is in a surplus. This shows that Malaysia is doing well compared to other emerging economies like 
Indonesia and the Philippines, which are registering twin deficits. This is a positive note as it will help in 
terms of the capital outflows, given a situation if the US Federal Reserve continues to hike policy rates. 
The amount of capital outflow leaving Malaysia back to the US denominated assets would be more 
manageable compared to other countries. Therefore, sustaining economic fundamentals is important 
and needs to be intact to ensure that Malaysia continues with this policy towards a high-income nation. 
The definition of high-income nation given by the World Bank is a GDP per capita of more than 
USD$12,000. Malaysia is currently at USD$9,900. In order to reach the goal, Malaysia’s GDP growth 
needs to be sustained at around of 5 percent.  
 
Besides the global trade war, there is also the emerging market’s currency crisis and the recent 
reduction in private investments in Malaysia. All these events slow down the economy. However, in the 
coming Mid-Term Review there will be policy clarity on how Malaysia can achieve the target, especially 
in development expenditure as it has a multiplier effect to the Malaysian economy, making it an area of 
importance. In the 11th Malaysia Plan, the previous government allocated MYR260 billion for 
development expenditure. This is MYR52 billion for each year to develop schools, highways, and 
construct hospitals, all of which would help sustain economic growth. Even if a sharp reduction in 
development expenditure is announced during the Mid-Term Review, it should not drag the Malaysian 
economy significantly. This is partly due to having a very healthy domestic demand supported by private 
consumption which is driven by a very young working population. Private consumption accounts for a 
major portion of the economy. Therefore, Malaysia’s economy should sustain within the range of 4.5-5 
percent over the next 2-3 years or so. 
 
Another factor is the Ringgit. When GNI is measured against other countries, it is often in USD. With 
the depreciation of the Ringgit, this will also slow down Malaysia’s progress towards high-income status. 
However, the recent depreciation of the Ringgit has much to do with the strong Dollar, rather than 
Malaysia’s economic fundamentals. However, for the current government, it is very important to ensure 
confidence and positive sentiment. One of the areas that the new government needs to focus on is 
ensuring fiscal discipline, providing clarity on how they are to correct the country’s fiscal position. 
Similarly, it is important to sustain the sovereign ratings. This would be negative on the Ringgit as the 
country’s borrowing cost and risk premium would increase, leading to a further depreciation of the 
Ringgit.  
 
Budget 2019 will not only be looking at policies to sustain economic growth, but also to sustain the 
country’s fiscal position. Over the years, Malaysia’s economy has been very diversified, in exports 
market and domestic demands, growth from private consumption, private investment, and public 
investments. Recommendations, going forward, is for policies to focus on domestic demand. The 
Federal government relies on taxation for revenue, such as corporate income tax and personal income 
tax, and is very dependent on economic performances. If there are steep cuts on operation and 
development expenditure, coupled with uncertainty in the global economy, Malaysia’s economy will 

slow down, and tax revenue will fall in tandem. This would put a strain on government’s finances.   
 
 
 
 
 
 
 



  4  

 

Prof. Dr. Sulochana Nair, Vice Chancellor, Binary University  
 
Based on statistics and reports from the World Bank and IMF, Malaysia is likely to become a high-
income nation. However, a high-income nation does not necessarily mean that it is a developed nation, 
as there are still several serious issues to address. In Malaysia, there are still pockets of poverty which 
are persistent and on the rise. Usually, poverty is measured based on income, but it is inaccurate as 
this phenomenon is multidimensional. There are parts of Sabah and Sarawak where people do not have 
access to water, electricity, basic healthcare, and other infrastructure.  
 
A UNICEF report published in February 2018 revealed high rates of stunted growth in urban low-cost 
flats in Kuala Lumpur due to the lack of nutrition. When compared with a country like Ghana, Malaysia’s 
per capita income is six times higher. Cases of stunted development should not be occurring. In urban 
areas, households often have to take up 2 to 3 occupations due to the high cost of living. The condition 
of these low-cost flats differs from the ones in Singapore. In Malaysia, flats are not clean, is lacking in 
safe public space for kids to play, and have numerous social problems. Besides that, a Khazanah 
Research Institute report highlights the question of relative poverty. This is defined as households that 
are not able to earn incomes of over 60 percent of the median income. Relative poverty in Malaysia is 
increasing. It is about perceptions and people feeling that others are better off than them. While the Gini 
coefficient showed great promise, that the general income distribution and income distribution between 
races have improved, this does not take account of situations within ethnic groups. Gaps between the 
Top 20, Middle 40, and Bottom 40 are unknown. The report also highlights that it has widened between 
1995 to 2016. The report also pointed out that many households are not earning a living wage, which 
is a wage that is sufficient to enable households to live beyond basic necessities but within a socially 
acceptable range. The incomes are above the poverty line, but when it comes to household expenditure 
and total life savings, household debts are in fact very high.  
 
Recently, the governor of the Central Bank has called for a restructuring of the education system. 
Malaysia has not done well with its PISA scores and in terms of producing employable graduates. When 
Malaysia graduates enter the workforce, they are unable to get jobs and become educated unemployed 
youth. This creates a lot of social issues and problems. There needs to be a major revamp in the 
education system and teaching styles. There should be sufficient jobs for the graduates, or the 
graduates themselves must be able to create their own jobs. That is the essence of entrepreneurship.  
 
The Ministry of Higher Education is taking measures to prepare for Industrial Revolution 4.0. There will 
be changes to the education system, schools, and universities. But Malaysia is not yet prepared nor 
adapting quickly enough. Despite the 11th Malaysia Plan to have all students attending school, very few 
students in urban low-cost flats attend pre-school. This is due to the question of affordability or parents 
have not thought about it.  
 
To be a high-income nation and also a fully developed nation, there are many things that still need to 
be done; addressing inequality, relative poverty, and pockets of poverty, as it is a long-standing problem. 
Also, there is a need to address issues in the education system, or risk producing graduates that do not 
have jobs. If Malaysia aspires to become a developed nation, the social behaviour of its people needs 
to improve too, for instance, how they behave on the road and at hotel buffets. All these will be indicators 
of a truly developed nation.  
 
Q & A 
 
Mr. H K Yong asked if Malaysia stands a chance to become a developed nation and what is needed 
for us to achieve this status.  
 
Prof. Dr. Rajah Rasiah replied, agreeing with Prof. Dr. Sulochana that being a high-income nation is 
different from being a developed nation. It is important to look at total debt by determining how much is 
domestically denominated and how much is foreign, the latter of which is more serious at such debt 
would require payments to be in foreign currencies, whereas domestically Bank Negara produces 
Malaysian currency. This then calls for the Central Bank to practice good governance in terms of 
managing banks in terms of borrowing and lending. On the other hand, Singapore has foreign debt 
amounting to USD$350 billion, while Malaysia’s foreign debt is USD$275 billion. However. Singapore 
has more surplus than Malaysian. Hence, in terms of nett debt, Singapore has no debt because its 
capacity to service the debt are much higher. If prices are adjusted correctly, an increase in GDP should 
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not translate into inflation, unless some segments face higher levels of inflation, compared some other 
segments of society. Inflation, as far as CPI is concerned, affects the poor the most. Based on this, 
taking on a broader definition of a developed nation, Malaysia is not ready. 
  
A question was posed to Mr. Alan Tan on how to further stimulate domestic demand, based on the 
point made that Malaysia has a diversified domestic demand. In response, he mentioned that Malaysia’s 
domestic demand has a substantial contribution to the economy. Even if the global economic 
environment deteriorates, if there is a buffer on domestic demand, it would sustain GDP growth, the 
economic situation, and employment. These depend on good government policies to attract foreign 
direct investment, providing further employment opportunities and encouraging private investment and 
consumption. He proposed two strategies. For the long term, there needs to be investment in education 
and human capital and creating a strong business environment. On the other hand, in the short term, 
strategies to expand Malaysia’s exports are needed. One of the ways is to provide tax competitiveness. 
The rationale for the introduction of the GST was to reduce direct taxation, making the country more 
competitive in terms of taxation. Now with the shifting back to SST, the government would need to find 
new sources of revenue to ensure that Malaysia can reduce both corporate tax and personal income 
tax. 
 
Datin Maznah Mahbob, Strategic Swiss Partners pointed out that during discussions on reaching a 
high-income nation status, much has been said about GDP growth, particularly on whether there are 
any global weaknesses, depending on Malaysia’s domestic consumption. There is a lack of clarity on 
actual strategies or suggestions for restructuring the economy into a high-income economy. She then 
asked which sectors should Malaysia direct its efforts towards in order to achieve this goal.  
 
Prof. Dr. Rajah Rasiah explained that small open economies tend to have a different set of 
macroeconomics. One set of countries’ imports and exports constitute 200 percent or more of their GDP 
(e.g. Singapore). Whereas it is about 20 percent in the US, which means they are largely not exposed 
to external crisis, that is why the US financial crisis emanated from the US itself. There are 
macroeconomics examples based on Mankiw’s model or even the old Samuelson model, but the current 

reality has changed a lot since then.    
 
Datin Maznah’s second question focused on income disparity, which has been happening on a global 
scale. How much of it is unique to Malaysia? She then asked if there are any policies to address this 
and if there are any examples in other economies that Malaysia can learn from.  
 
Prof. Dr. Rajah Rasiah opined that with regards to inequality, we often tend to use casual empiricism, 
based on our worldview that is defined by our experience. Thus, he prefers to base his arguments on 
statistics, but admitted that they do not always give the full picture. Regarding the global trend of income 
disparity, there is a trend of worsening inequality in open economies such as the US and UK. However, 
in Nordic countries, this trend is not as evident. This is because they have instruments in place that look 
into these important aspects. Economics is the study of scarcities, and when left to market forces, there 
may be segments who do not have access to these resources. The danger is that the mental capabilities 
of these groups are deactivated, and when they are not able to nourish themselves, they are unable to 
participate in the innovation process. Poverty needs to be addressed not just because we do not want 
to see our countrymen die, but in order for the economy to grow, we cannot rely on just a few thinkers. 
Additionally, poverty would also give rise to crime and other social ills.  
 
Prof. Dr. Sulochana suggests two reasons why income disparity occurs. Firstly, there are no policies 
to deal with the uncontrolled ability to increase incomes at the top level and accumulate wealth, leading 
to the widening disparity. Secondly, at the other end of the spectrum, one of the issues faces by the 
B40 is that they cannot get high income jobs. Here, capacity-building policies which will enhance their 
skill levels will help. Malaysia is still a highly labour-intensive and low-skilled economy. It is education 
and skill levels that would contribute to high income levels. As mentioned, growing income disparity is 
not a uniquely Malaysian phenomenon. According to the UN’s Sustainable Development Goals (SDGs), 
countries should develop without leaving anyone behind. So, if we allow those on the lower end of the 
spectrum to continue having very low incomes because of various circumstances, then we have several 
issues. The previous government and current government changed the definition of poor to B40 and 
introduced BR1M / Bantuan Saraan Hidup. There are a few problems with BR1M. Firstly, it was not a 
poverty eradication instrument, but was meant to help households with the challenges faced due to 
removal of subsidies. However, this has not gone to the ones that need it. From anecdotal studies, it 
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was found that BR1M has been used for other things, such as phone credit, prepaid credit cards, new 
phones, alcohol and other things that are not productive. Often, many of the genuine poor are not 
included in the distribution of BR1M as they are not registered in the official statistics - eKasih. To find 
out who are the real poor, one has to use a matrix, overlaying data from eKasih, district statistics, and 
on-ground investigation. This takes a lot of work and is costly to go on the ground to verify. Secondly, 
political affiliation affects access to development input, and this is a perpetual problem. As such, if BR1M 
is to be continued, it should be conditional, such as what has been successfully done in Mexico and 
Brazil.  
 
 
PANEL 2 
Public Expenditure & Fiscal Planning – Handling deficit and seeking an equilibrium between 
growth and productivity 
 
Moderator: 
Tan Sri Michael Yeoh, Executive Vice Chairman, KASI Institute 
 
Panellists: 
Mr Manokaran Mottain, Chief Economist, Alliance Bank Malaysia 
 
The trend of synchronised growth is coming to an end or slowing down with monetary policy moving 
towards normalisation and a tightening policy. The Malaysian GDP for the 2nd quarter of 2018 decreased 
to 4.5 percent, while the 3rd quarter is expected to be 4.5-4.8 percent. The full year is expected to be 
post 4.8 percent. Reforms have been undertaken by the new government with the hope that the 
economy can be sustained at 4.5-5 percent in 2019.  
 
With the abolishment of the government service tax (GST) replaced with the sales and service tax (SST) 
the government would lose MYR19 billion in revenue. The total revenue collected in the first half of 
2018 is MYR 107 billion; in contrast the collection in the first half of 2017 was MYR97 billion. For the 
first half of 2018, MYR19 billion was collected from GST and it is estimated that the SST collections 
would be MYR 6 billion for the rest of 2018. On a positive note, oil prices are on the rise and was trading 
at USD$ 80 per barrel. On average it is currently more than USD$ 70 per barrel. The estimates given 
during the budget was merely USD$52. This would contribute to more revenue for the government, as 
an increase of USD$ 1 per barrel would contribute MYR300 million in revenue.  
 
Regarding expenditure, the government can easily trim down budget allocation for the Prime Minister’s 
Office (PMO). On average, they have been allocated MYR15 million per year. There are too many 
ministers and agencies under the PMO and MYR8-10 million could be saved from this allocation. The 
budget deficit could still achieve 2.8 percent for 2018. The following year, the budget deficit would be 3 
percent of the GDP because the government focus would be on trimming the expenditure due to 
leakages and excess spending. Total revenue would likely reduce to as much as MYR15 billion loss. 
With the trimming, there would still be a deficit of 3 percent. MYR686 billion is considered the official 
debt data. Government guarantees and public-private partnership (PPP) projects are included in the 
MYR1 trillion debt figure by the government. If 50 percent of the guarantees go sour, it can be lumped 
into debt. Under the current government’s concept, the maintenance cost for the PPP projects is 
handled by the government. Although it is a large figure, some other countries register a figure larger 
than MYR 1 trillion. It is currently 86 percent of the GDP, but there are countries registering about 150 
percent of the GDP.  
 
Correcting the deficit should not be an endeavour that is rushed into. Development expenditure should 
not be trimmed down as it is one that can contribute to future GDP. The government in the effort of 
cutting down expenditure is considering selling the assets and reducing the equity holdings of Khazanah 
which would provide MYR16 billion.  
 
It is expected that in Budget 2019, Bantuan Sara Hidup (a form of cash handout) such as BR1M would 
be reduced, personal income tax would be increased for the top brackets, and new taxes would be 
introduced, such as digital tax, inheritance tax, soda tax, and capital gains tax. For each of these taxes, 
thoroughly study must be done before implementation. Introducing taxes would bring in new sources of 
income for the government, but it must not be at the expense of the market growth. It is expected that 
the government may likely increase taxes by 0.5 percent for T20 bracket.   
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Dr. Nor Zahidi Alias, Associate Director of Research and Chief Economist, Malaysian Rating 
Corporation Berhad 
 
Credit rating agencies are most concerned about countries’ sovereign ratings. The government’s fiscal 
balance, which is the surplus and deficit, tends to move in tandem with the sovereign rating. Hence, for 
a country to have a good sovereign rating, the fiscal balance needs to be good. Assessing sovereign 
ratings would require an assessment of the future landscape of a country’s fiscal condition. 
Accumulating the ratings by Fitch, Moody’s and S&P, Malaysia is rated “A”. Some countries rated “A” 
have a fiscal deficit of between -1 percent to -1.5 percent of the GDP. Malaysia has approximately -3 
percent GDP which is slightly unfavourable. This is one of the reasons why the government is 
concerned about consolidating the fiscal deficit.  
 
In terms of revenue, a regression analysis on the combined ratings by Fitch, Moody’s and S&P on 
government revenue for A-rated countries to demonstrate a trend of an approximately 36 percent of 
GDP. If revenue to GDP is higher, the rating should be higher. Malaysia’s revenue is about 20 percent 
of the GDP. Malaysia is below the band, which is a cause for concern when one is reminded of the loss 
in revenue from the abolishment of GST. This is important in assessing the future sovereign rating of a 
country. The government is looking for new sources of revenue. This is not an issue of acquiring 
revenue from oil sources, but medium-term revenue sources need to be further acquired. The various 
kinds of taxes such as capital gains tax and inheritance taxes are not proper ways for short-term 
revenue. However, the government would most likely implement new taxes because of the loss in 
revenue from the abolishment of GST. 
 
For the debt level, Malaysia’s debt position is higher than the median of 51 percent for A-rated countries. 
It is opined that the MYR700 billion is a direct debt, whereas the others are contingent liabilities which 
could be at risk. Since 2010, operating expenditure has increased by 5.5 percent per annum to 2017 
while nominal GDP is 7 percent. Breaking down operating expenditure, expenditure for emoluments 
increased by 8 percent per annum, debt services 9 percent, pension and gratuity 11 percent. The 
government is looking at the operating expenditure to ensure that it is lean moving forward. For Budget 
2019, sovereign rating matters, but not to the point of squeezing the economy to the brink of a recession. 
Many have said that the domestic economy is stronger, but the situation domestically is also dependent 
on external factors. Outflows and money is being taken out from the bond market and equity market 
dampens the sentiment and would impact the economy. The economy probably would not be above 5 
percent in 2019. The projection of nominal GDP would have to be scaled down. Development 
expenditure should not be reduced too drastically to a point it leads to suffering in terms of growth. 
 
 
Dr Teo Wing Leong, Head of School of Economics, University of Nottingham Malaysia 
 
Malaysia’s direct debt is MYR686 billion. Since 1978, the nominal value has been increasing, 
accelerating since 1998. A better method to evaluate the debt situation is to look at the debt-to-GDP 
ratio. At the end of 2017, the debt of MYR686 billion comprises 50.8 percent of GDP. This ratio was 
higher in the mid-1980s. However, 50.8 percent is higher than the ratio after the Asian financial crisis. 
The reported MYR1.09 trillion debt includes the contingent liability which is 14.6 percent of GDP or 
MYR199 billion, and also commitment from PPP payments of about MYR200 billion.  
 
A study by Reinhart and Rogoff in the American Economic Review in 2010 found that average growth 
of advanced economies fell by 4 percent when debt-to-GDP ratio exceeded 90 percent, and average 
growth of emerging economies fell by 3 percent when debt-to-GDP ratio exceeded 90 percent. This 
was cited as one of the reasons for an austerity programme in the United Kingdom by George Osborne, 
UK’s former Chancellor of the Exchequer. However, in 2013, a PhD student and two economists from 
the University of Massachusetts found that this study had coding errors and methodological flaws. After 
correction, the growth fell to 1 percent when debt-to-GDP ratio exceeded 90 percent. 1 percent growth 
can still be substantial, especially if accumulated over time, taking compounding into consideration.  
 
Thus far, credit rating agencies have not changed Malaysia’s credit rating although the debt-to-GDP 
ratio and deficit are higher than that of other A-rated countries. As of 2017, Malaysia has a 2.4 percent 
debt in foreign currency, which is relatively small. Over time, this percentage has decreased. On the 
other hand, the government’s external debt has been increasing the past 10 years and currently stands 
at 30 percent. It’s for the foreign countries to determine if it is profitable to hold the Malaysian 



  8  

 

government’s debt and it does not necessarily mean that the Malaysian government has to rely on 
foreigners to buy Malaysia’s debt. There are some caveats of fiscal consolidation. Several countries, 
such as Austria, Denmark and Belgium in the 1980s, Spain and Canada in the 1990s, experienced 
expansionary austerity, which was a move to cut down on debt, which then resulted in faster GDP 
growth. This needs to be interpreted with caution. A paper by three IMF economists in 2014 found that 
austerity is contractionary, where different methodologies affected the result. Most of the evidence are 
from OECD countries and its relevance to Malaysia is uncertain. The debt of a country depends on the 
debt of the last period, its interest rate, the difference of the government expenditure and tax revenue. 
Government expenditure also excludes the debt service charged. Additionally, government expenditure 
excluding interest on debt and less government revenue is known as primary deficit.  
 
To reduce debt-to-GDP ratio, a country can have a primary surplus or have a higher nominal GDP 
growth rate compared to the interest rate paid on debt. This was, debt will stabilise or decline over time. 
To note, the debt interest that Malaysia has been paying has been declining over time, though there 
has been a slight increase recently at about 4 percent. In 2010, the nominal GDP growth rate was close 
to 10 percent. There were some years where the nominal GDP growth rate was close to 4 percent. 
However, for most years, barring the 1998 financial crisis and 2001 recession due to the US tech burst, 
nominal GDP growth was higher than the debt service charge. Having higher GDP growth rate can 
make debt more sustainable. The danger in reducing debt-to-GDP ratio by reducing primary deficit is if 
it is reduced too much, it might lead to lower nominal GDP growth. Lowering nominal GDP growth would 
lead to higher debt-to-GDP ratios. Having prudent management of the fiscal policy is important. Trying 
to keep the debt-to-GDP ratio from increasing too much is important, but the danger is overdoing it to 
the extent of reducing GDP growth. Uncertainty, as a result of fiscal consolidation can lead to higher 
interest rates due to loss in confidence in the Malaysian market, which itself could lead to higher debt-
to-GDP. 
 
It is advisable for the government not be too drastic in its cuts on spending or apply too high an increase 
in taxes as it would hurt GDP growth. If cuts are necessary, it should be from the operating expenditure, 
to reduce wastage and increase efficiency in the use of resources, selling assets or reducing the equity 
in Khazanah would also be an option.  
 
 
Mr Dominic Shum, Council Member, Institute of Public Accountants Australia (KL Branch): 
 
Most members of the general public do not understand economics and depend on politicians to educate 
them. In many countries, despite having deficits, life goes on as usual. The US deficit is at 4.94 percent, 
which is higher than Malaysia’s deficit in 2017. Yet, their stock market was booming, unemployment 
was at its lowest, and the looming trade war has not dampened their spirits. It is important for the 
government to understand that the deficit is sustainable. There needs to be a balance between 
spending and productivity. If the government spends on something which does not improve productivity, 
then it is not sustainable.   
 
Since 2008, Malaysia’s deficit has been around 5 percent. The country is getting closer to a balanced 
budget, but it will not come unless the government is prepared to take drastic action. But finding revenue 
is harder than cutting cost. To achieve a balanced budget, there is a need to rationalise what is not 
needed and cut spending. Private consumption growth continues to outpace public sector growth. GDP 
is expected to grow 4.5-5 percent. The deficit is expected to stabilise or grow. This year, oil prices have 
breached USD$82 per barrel. There have been delays or cancellations to major public projects. But the 
situation is still optimistic because private consumption is still growing as Malaysia is not anywhere 
close to extremes, and has a good co-economy. The government should only spend where necessary, 
and development expenditures should be about improving productivity in the long run. Considerations 
need to be given on how to fund major public projects instead of the current model. 
 
Q & A 
 
Tan Sri Michael Yeoh posed a question to the panel, asking what are the three things they would do 
if they were the Minister of Finance and how would table Budget 2019.  
 
Dr Nor Zahidi Alias said that this budget would be a difficult one as it is a balancing act. Credit rating 
agencies are concerned about sovereign rating, but need to be realistic as well. Anything affecting 
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sovereign rating in an emerging market would have an implication on capital flow, the currency, 
business sentiment and consumer sentiment. There is a need to defend the sovereign rating. However, 
if it is done vigorously and advice is taken to reduce the fiscal deficit to constant, the growth would be 
affected. In Europe, there were riots and the economy shrank. Generally, economists have agreed that 
austerity measures are not the solution. The Prime Minister has said that to reduce the debt, what is 
more crucial is the debt-to-GDP ratio and sustaining growth. Cutting expenditure is easier than getting 
revenue. Cutting expenditure can be done for the first or second year but moving forward, it would get 
tougher. The government would need to look for new sources of revenue. The government is trying to 
balance and increase revenue without compromising growth and sovereign rating.  
 
Mr Manokaran Mottain said that he would not cancel projects but will study them to identify 
inappropriate costing. If many projects are cancelled and reviewed, the market will be impacted. The 
looming trade war would have to be anticipated and capitalised. Services are under-explored in the 
Malaysian economy, especially tourism which is capable of generating more than 55 percent than 
present. Furthermore, current and future policies need to be spelled out as economists are not informed 
about the direction of the government. There needs to be more fluid communication with fund managers 
and analysts, as they are the ones who have a better sense of the economy, whether is it doing well or 
otherwise. The government should also be more careful making statements, saying that it is difficult to 
pay government servants, as such statements are not beneficial to the economy. 
 
Dr Teo said he would want a plan on how to rationalise the GLCs and the overall plan on the target 
parameters for GLCs. Secondly, setting out a plan to contain the growth of high operating expenditure, 
which may include privatising some functions of the government and transferring excess workers to the 
privatised entities. Thirdly, provide ways to increase the efficiency of the government agencies by 
setting performance indicators that can be achieved and are transparent. 
 
Mr Dominic Shum said that there is room for cutting expenses. As for revenue, it is difficult to increase 
as Malaysia has one of the highest tax rates in the region.  
 
Mr Gopi Krishnan, Alliance Bank Malaysia, said that the government has be alluding to reduce debt, 
which is a sign of deleveraging the public sector. He asked what the impact on the economy will be 
when the government deleverages and the impact on private sector when money shifts from private to 
public.  
 
Mr Manokaran Mottain said that this should be one of the focuses. However, if the global economy is 
going down, it will be difficult for the private sector to take over the engine of growth as it is not the time 
for it yet. Hence, it is not good to trim down government expenditure especially when the economy is 
approaching slow growth, being at 4.5 percent and possibly lower than 4 percent.  
 
Dr Nor Zahidi said that the real concern is not about debt in general. From 2010 to 2017, direct debt 
increased by 8 percent, consistent with nominal GDP growth, which is fine. Debt guaranteed by the 
government, however, surged by 14 percent in that short period of time. This could be the reason for 
the government’s concern. The government should switch to MGS’ because the debt guarantees 
papers have been ballooning in the past few years with MYR20 billion or so per annum. The contingent 
liability is the concern, which would impact the economy in general. 
 
 
SPECIAL ADDRESS 
Making Innovation & Technology the New Engines of Economic Growth 
 
Mr. Indranil Lahiri, President and Chief Executive Officer, Siemens Malaysia  
 
To increase economic growth, there is a need to look into transmitting and distributing energy more 
efficiently and economically, reducing the transmission and distribution losses. There is also a need to 
create sustainable smart cities. It is important to increase productivity and efficiency in manufacturing. 
Having observed the technological innovations for energy distribution spanning the last few years, the 
talk of today is focused on a more efficient decentralised distributed energy systems. To achieve this, 
data needs be produced which can then be analysed. But despite having much data, there is also the 
difficulty of analysing the said data effectively. Competence, skill set, and expertise is needed to convert 
big data into smart data, which would lead to growth. 
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The maturity of the various industries and the penetration of Industrial Revolution 4.0 has been 
observed for quite some time in media, trade, mobility and healthcare. It is now at a point of inflection 
for both the manufacturing and process industries. There are new technical drivers, new sensors, cyber-
physical machineries in the district manufacturing setup, computing power, internet bandwidth, data 
storage and analytics. These provide avenues for new business models, ecosystems which generate a 
lot of opportunities for stakeholders in the society. There is a paradigm shift from a purely product-
focused mindset to a user-centric mindset. 
 
In Malaysia’s context, manufacturing contributes more than 23 percent of the GDP. The growth rate 
has been 5 percent the past two years. To double contributions to GDP from the manufacturing sector 
alone in the horizon of more than 15 years would not be helpful. The target for the New Malaysia should 
be in the zone of 8-9 percent. One thing to look at is productivity as industry will not sustain Malaysia. 
There is a need to go out and be competitive in the global arena. Malaysia needs to adopt smart 
manufacturing - quality, efficiency, flexibility, and most importantly, productivity.  
 
For productivity, Malaysia is behind other countries in the region such as Singapore and Thailand. One-
fifth of the labour force in manufacturing today is from other countries such as India, Bangladesh, Nepal 
which are not known for boosting productivity. In the New Economic Model, one of the factors mentioned 
is the reduction of dependency on foreign workers. In doing so, there is a need to look into how to 
increase the productivity of manufacturing. To be competitive in the global arena, there has to be speed, 
flexibility, quality, and efficiency.  
There is also a need to look into cyber security infrastructure. Industrial Revolution 4.0 originated in 
Germany and was started by the SMEs. In the background, there were close cooperation between the 
private sector, academia, and politics on thematic issues such as reference architectures, 
standardisations, focus on research and innovation, security of network systems, legal framework to 
support the new revolution, work, education, training, and the new business models that evolved. Such 
cooperation extended to different countries, such as France and Italy. There were three levels of 
cooperation that started the Industrial Revolution; (i) a focused approach from policy supporting group, 
(ii) standardisation, and (iii) reference architectures, which were driven from these three countries. This 
has since spread to multiple countries that are ahead of Malaysia.  
 
Siemens looks at attitude manufacturing, autonomous robots, blockchain applications which works 
hand-in-hand with the digitalisation in the industries and different business models, connected e-
mobility, devices that make the cyber-physical elements of machines in manufacturing plants, 
cybersecurity, data analytics, artificial intelligence, and a host of other traditional fields of innovation. 
Singapore is ahead of Malaysia in digital penetration. There have been collaborations with the 
government to create the first digital hub. 60 experts consisting of data scientists, solution architects, 
and software engineers are working on projects with the government. There are studies in the private 
sector for different business models to provide solutions for Industrial Revolution 4.0. The aim is for 
businesses to tap into the digital ecosystem, then to co-develop innovative digital solutions in the 
Internet of Things and Industrial Revolution 4.0. Malaysia needs to see what is best suited. In terms of 
manufacturing competitiveness, Malaysia is rated highly at 17th out of 40 countries. As for the Innovation 
Index, globally Malaysia is at 37th out of more than 100 countries. The Malaysian government has 
intentions at the right place. Focus needs to be placed on where investments would need to flow in.  
 
Incentivising productivity is required to take Malaysia to a different level. Creating a framework for 
Industrial Revolution 4.0, in doing so, creating an ecosystem where different companies can collaborate. 
Stakeholders from the academia, industry and political system have to come together to work together 
towards this. SMEs need to be ensured access to all facilities whether they are laboratories, innovation 
centres, or research centres. Their development and progress in their sheer numbers would provide 
multifold increase in growth. Most importantly, there is a need to improve our tertiary and vocational 
education. There needs to be a standardised framework and curriculum, bringing them closer to industry 
requirement.  
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KEYNOTE ADDRESS 
Empowering Entrepreneurs – Supporting Access and Inclusive Growth 
 
YB Datuk Seri Mohd Redzuan Yusof, Minister of Entrepreneur Development, Malaysia 
 
Of the many things that are crucial to economic growth, one important contributor is the capacity of 
entrepreneurs and innovators to develop strong enterprise. Entrepreneurship is closely tied to 
technology and innovation. There is a need to learn from the past and attempt to inspire the future. To 
do this, coupled with other elements of entrepreneurial development, 3C’s – courage, creativity and 
candour. Each person has weaknesses, but each must be prepared to learn, and try to accept criticism 
by allowing oneself to be disrupted in one’s process of trying to develop entrepreneurship.  
 
Entrepreneurs create economic value and interesting jobs. They are essential to the development of 
any vibrant innovation and enterprise ecosystem. Through innovation and novel solutions, 
entrepreneurs catalyse the development and transformation of industry. Acceptance of technological 
innovation can only be achieved through proper training, education, awareness to understand the 
current technology that can be adopted. To foster and encourage more entrepreneurs, a country needs 
a well-functioning and effective ecosystem. This consist of multiple interactive elements, all of which 
need to be in synchrony to support and allow innovative, productive, and rapidly destructive new 
ventures to prosper. There needs to be complete understanding of the entire ecosystem in order to 
have more meaningful development.  
 
The government is steadfast in its efforts to provide a conducive environment for innovation and 
entrepreneurship, as well as to promote a culture of entrepreneurship in Malaysia. Entrepreneurship is 
a trait people are born with, it cannot be forced. However, values can be instilled so that entrepreneurs 
can be more resilient, braver, more courageous and creative. Since the establishment of the Minister 
of Entrepreneur Development (MED) in July 2018, its focus has been on creating the necessary 
ecosystem to affirm the importance and aspirations of the entrepreneurship community and provide 
entrepreneurs with all the necessary support needed. The Ministry aims to be more significant in 
contributing towards the near future and in the long-term and wants Malaysia to return to its glory when 
it was recognised as one of the Asian Tigers. The MED is reviewing all the policies and the initiatives 
regarding entrepreneurs and SMEs with the intent to make it more holistic, integrated and targeted.  
 
It is undeniable that the thrust of any development and economic activities goes back to the SMEs. 
Therefore, MED is very serious about promoting and encouraging the development of entrepreneurs in 
all sectors of the industry. The vision of this Ministry is to create more local entrepreneurs in the 
marketplace with more competitive products and services. For this reason, it is the Ministry’s mission 
to widen and coordinate entrepreneur activities to be more targeted, inclusive and encompassing all 
segments of society, particularly the B40 and M40 segments. This is the mandate of MED together with 
agencies such as SME Corp, SME Bank, Bank Rakyat, and TEKUN Nasional, which is to provide 
support and facilitation to local entrepreneurs, so that they can move forward and withstand the 
competition and challenges of the global market. Help needs to be rendered upon them to build their 
resilience. In today’s world, competition is stiff. Malaysia must avoid becoming a consumer nation, and 
instead strive to be a country that manufactures goods, in whatever area it chooses to be involved in, 
be it in automotive or aerospace.  
 
In the area of aerospace, Malaysia has been in talks with the Japanese. The government will be initiating 
discussion in November 2018 with the hope that Malaysia may consider being involved in aircraft 
production. This is important with the current wave of economic change through the Industrial 
Revolution 4.0, calling for a need to step up and enter the market. There is a need to enhance Malaysia’s 
national capacity and improve productivity or risk being left behind. The MED will focus on, amongst 
other matters, to strengthen Malaysia’s presence on the global stage. The SME Hub in Kuala Lumpur 
was launched as a focal point for all enquiries relating to entrepreneurship such as types of assisting 
facilities available and opportunities in marketplace. MED call centres have been set up in every state 
and are receiving feedback from industry players and entrepreneurs to improve and jointly participate 
as partners in achieving economic growth for the country.  
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PANEL 3 
Malaysian Household Debts: Is it Sustainable? 
 
Moderator:  
Tan Sri Dato’ Mohd Sheriff Mohd Kassim, Past President, Malaysian Economic Association 
(MEA) & Former Secretary-General, Ministry of Finance  
 
Panellists: 
Dato’ Dr. Paul Selva Raj, Secretary and Chief Executive Officer, Federation of Malaysian 
Consumer Associations (FOMCA) 
 
The concept of Household Financial Stability refers to the degree to which a family’s financial situation 
is stable, sustainable, and resilient against temporary shocks and setbacks. This encompasses a 
household’s income, savings, and debt. According to Bank Negara, the minimum standard of living is 
MYR2,700. Khazanah Research Institute reported that the median wage is only MYR1,700. Savings 
are needed to pay expenses, emergencies, and long-term expenses. However, a UNDP report found 
that 88 percent of households had zero savings and 53 percent had no financial assets.  
 
The main components of high household debts are housing loans, credit card debt, car loans, and 
healthcare. According to Bank Negara, the cost of living has been rising since 2010, which effects are 
more significantly for lower income groups. Households with incomes below MYR2,000 spend almost 
their entire income on consumption items. Housing has also become unaffordable with the property 
sector pressuring Bank Negara to make it easier to provide loans. Besides that, according to AKPK, 
one of the top 4 reasons people face financial difficulty is due to car loans. Hence, the government 
should focus on building an efficient public transport system, rather than a new national car, as this 
would help consumers save money.  
 
With regards to healthcare, although the Malaysian public healthcare system is good, it is at maximum 
capacity. Those who are unable to wait resort to private healthcare, which is expensive. For two years, 
the main financial issue reported by AKPK was related to healthcare costs. Worryingly, many 
Malaysians do not have insurance. Additionally, many have reported that it is expensive to raise children, 
even more so for lower and middle-income groups. The main group of concern are young workers. 75 
percent had at least one long-term debt and are dependent on high-cost personal loans, while another 
75 were living beyond their means. A survey by Universiti Putra Malaysia (UPM) showed that general 
income was less than MYR3,000, which is above the poverty line. However, this is not without its 
challenges, ranging from late payment of bills, lack of funds for medical expenses, financial 
emergencies, borrowing from loan sharks, and so on. In extreme cases, they declare bankruptcy or go 
to AKPK for assistance. 70 percent of those declared bankrupt were below 45 years old and 45 percent 
seeking assistance are below 40 years old. This is due to poor financial planning, a lack of skills, 
knowledge, and confidence on the consumer’s part.  
 
The government should look into increasing income and reducing cost of living in the areas of housing, 
healthcare, transportation, and childcare support. For consumers, especially young families, there is a 
need to strengthen their capacity by developing better consumption and saving habits, thinking about 
the long-term. 
 
 
Mr Azlan Awang, Co-Founder & Researcher, Blindspot (A Social Economic Focus Group)  
 
Financial stability and the sustainability of household debts are two of the main concerns of the business 
and banking community. If not dealt with, this can lead to a deep financial crisis and social disruption. 
The Financial Stability report by Bank Negara in 2017 showed an analysis of household debts of the 
various income groups on different forms of expenditure. It divided borrowers into two groups based on 
income; above MYR3,000 and below MYR3,000. Overall, Bank Negara was not too alarmed as they 
have categorised those earning above MYR3,000 in income because they have the financial capacity 
to cover their debts. However, in comparison, the group below MYR3,000 was short on liquid assets 
and are at higher risk. 
 
The below MYR3,000 income group makes up 60 percent of Malaysian workers. The median income 
is MYR2,160, implying that half of Malaysian workers earn below this amount. Each household typically 
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has two wage earners. The below MYR3,000 group takes up about 250 billion of household debt 
comprising 70 percent of Malaysian households. In 2013, the EPF reported that those earning 
MYR6,000 were among the top 4 percent in Malaysia, showing how dire the situation has become. 
Based on such financial stability statistics, the plight of the B40 percent cannot be ignored as people 
are in a state of deprivation, earning a subsistence income.  
 
Malaysia is a rich country, but the people are poor. The cause of this needs to be addressed. Despite 
the availability of data from Bank Negara, the statistics of non-bank data has not been captured, such 
as those from co-ops and non-licensed money lenders. Issues of wages also need to be addressed. 
Malaysia will reach high income status, but it is not equal. The recently announced minimum wage of 
MYR1,050 is disappointing as the minimum wage creates bunching at the bottom, which requires the 
introduction of additional measures to address this. If the people do not have the means to meet their 
basic needs, the economy will be affected, because under-consumption will lead to under-production. 
 
 
Dr. Mohd Afzanizam Abdul Rashid Chief Economist, Bank Islam Malaysia  
 
For banks, 75 percent of their asset composition is from the consumer sector, particularly on home and 
personal financing. Bank Negara had noticed these problems and responded as early as 2006, creating 
AKPK, and in 2007, they announced tier-pricing for credit cards to promote good payment behaviour. 
As part of these macro production measures, in July 2013, they reduced the tenure for personal 
financing and house financing to 10 years and 35 years respectively. They also enabled prospective 
borrowers to access CCRIS online, so that they can monitor and manage finances on their own.  
 
In general, most borrowers are capable of repaying their loans, where three-quarters of new loans 
approved were from borrowers with a debt-service-ratio of less than 60 percent. 64.5 percent of 
household debt is secured by home financing and purchase of securities, mostly in the form of ASB. 
Although it took a while, these measures bore results. When the recession occurred in 2009, the 
Malaysian economy contracted about 1.5 percent, but it was not a crisis on the same level as 
experienced in the US. However, it has reshaped Malaysia’s financial system worldview about the level 
of indebtedness. A paper by Bank for International Settlements found that in the long run, there will be 
a negative effect to consumption if household debt is above 60  percent of GDP, and GDP growth will 
be affected negatively if household debt is more than 80 percent. Thus, Malaysia would have to bring 
it down its household debt from the current level of 84 percent, and its financial system should be more 
or less resilient.  
 
To solve the problem, there is a need to examine a breakdown of household debt, particularly housing 
prices and wages. In the Financial Stability Review, there is an article on civil servants. In the recent 
years, civil servants have received an increase in wages of about 7.5-35 percent. However, this has led 
to some negative outcomes. It was found that higher wages led to higher indebtedness. This was related 
to their expenditure due to a ‘keeping up with the Joneses’ mentality, as discussed in Gary Becker’s 
social interaction theory. As such, raising wages does not solve the whole issue. 
 
While wages need to be increased in tandem with productivity levels, it is also important to keep in mind 
that every sector of the economy is different and has a different set of wages. For example, engineers 
in the manufacturing industry versus engineers in the oil and gas industry have different salaries. We 
cannot equate them just to achieve equality, but what is needed is fairness in income distribution.  
 
Q & A 
 
Ms Ivy Josiah, PROHAM added on to what Dr. Mohd Afzanizam discussed about consumption, that 
one of the issues faced by sustainable development is that of over-consumption. This is due to the 
consumptive nature of the economy, which is extractive and is affecting the Earth. How do we strike a 
balance? Relating back to household debts, she asked the panelists to share a recommendation for 
policy change and direction to resolve this. Mr Azlan Awang contends that while the SDGs seek to 
address poverty, there is also a political aspect to it, such as limiting the consumption of some countries 
like China. The argument is that if China consumes as much as America, the planet’s resources would 
be depleted. However, Malaysia and other poorer countries has not yet reached a basic consumption 
level and has low purchasing power, unlike mass-consumption levels in America. The basis of the 
economy is consumption, but not profligate consumption. 
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A question was asked about ‘predatory lending’ by Tan Sri Mohd Sheriff Kassim. A participant 
mentioned that this mostly occurs among lower income groups in Malaysia. The repayment rates are 
high, leading commercial banks to want to enter the micro-financing business. Unfortunately, the poor 
are kept in a perpetual state of debt; they pay back their loans, the banks make money, but the poor’s 
income level is still below poverty levels. How much household debt is from this sort of predatory lending 
for the B40? She asserted that another form of predatory lending are credit cards, which are targeted 
at the younger sector of society. She posed a question as to how to curb such profit-oriented type of 
predatory lending which might have an impact on the country’s debt situation? Dato’ Dr. Paul Selva 
Raj weighed in on how lending impacts the poor. In a survey conducted in low-income flats, they found 
that 23 percent borrow from loan sharks, compared with the general population where only 6-7 percent 
go to these unlicensed lenders. When people are under pressure have no savings and find themselves 
in an emergency, they will turn to unofficial sources. On the issue of income, he contends that people 
will never have enough. Instead, what is needed is to empower people, especially young workers with 
financial education, teaching them financial management, savings, debts, and financial instruments. He 
also felt that the SDGs underplay the role of consumers. Dr. Mohd Afzanizam shared thate last year, 
Bank Negara introduced Value-Based Intermediation with three key objectives for people, planet, and 
prosperity. These are policies being pursued at the central bank level, which then cascades down to 
financial institutions. This is to encourage them to look beyond profits and focus on other sustainability 
factors to encourage growth.   
 
 
PANEL 4 
Mid-Term Review – Revisions on the New Economic Policy (NEP) & the New Economic Model 
(NEM) 
 
Moderator:  
Tan Sri Yong Poh Kon, Chairman, Royal Selangor International; Fellow, Malaysian Institute of 
Management; and Member, National Economic Consultative Council (MAPEN I & II)  
 
Panellists:  
YB Tuan Arthur Joseph Kurup, Member of the Malaysian Parliament for Pensiangan, Sabah  
 
The New Economic Policy (NEP) was implemented after the Racial Riots in 1969, taking place from 
1970 to 1990. In 1990, the National Development Policy was introduced, which was essentially the 
same as the NEP that went on until 2000. Then came the National Vision Policy. Before long, terms like 
“Bangsa Malaysia” (Malaysian Race) and “B40” (Bottom 40) were introduced, signifying a move away 
from race base policies. There was an even greater move away from race-based policies since the 
2008 Malaysian General Election, where ruling Barisan Nasional coalition lost its two-thirds majority. 
This accelerated Malaysia as a needs-based, rather than a race-based economic policy. 
 
There have been significant gains since, with an average GDP growth of 6.2 percent. The New 
Economic Model (NEM) began in 2010 and is expected to run until 2020. This is when significant 
transformation programmes occurred, such as the GLC Transformation Programme, Rural 
Transformation Programme, and Urban Transformation Programme. These initiatives introduced new 
approached. For example, under the GLC Transformation programme, government-linked companies 
were asked to divest away from their non-core businesses to allow private investments to run the show 
to avoid crowding out private investments.  
 
Within these programmes came the Malaysia Plans. Now into its 11th plan, the last leg to Vision 2020, 
the Malaysia Plan had more detailed plans for infrastructure development. These plans were adopted 
into the NEM model. It wanted to increase productivity and find more ideas for innovation, uplift the 
middle-class, and focus on TVET and vocational sectors. The NEM also called for more investment in 
green technology, the development second and third-tier cites, moving away from the Klang Valley and 
focus on other Malaysian states to pave way for a more evenly developed country. It was more a holistic 
plan that focuses on other areas of life, rather than GDP growth, such as access to affordable healthcare, 
better doctor-to-patient ratios, youth access to affordable housing, and national unity. After the 14th 
General Elections of 2018, the 11th Malaysia Plan will be realigned to be in line with the manifesto of 
the new government.   
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Regional inequality needs to be addressed, particularly in East Malaysia, where broadband penetration 
and other provisions of basic infrastructure are at unsatisfactory levels. Sabah and Sarawak must be 
brought to par with Peninsula Malaysia to contribute to the overall national performance. In this regard, 
inequality with the B40 group needs to be resolved, where targeted subsidies and aid are still needed 
to assist vulnerable groups. In this area, the GST was helping Malaysia before as it was a consumption 
tax which redistributed wealth. Without the GST, government revenue has been reduced by half and 
which will likely lead to aid being discontinued. It is also crucial to address the rising cost of living by 
addressing structural changes. For example, there is a need to restructure education by making it less 
politicised and the quality of teachers need to be scrutinised. There should not be too much focus on 
how teachers feel, and instead on how young Malaysians are going to compete in the global 
marketplace. There also needs to be stronger political will to depoliticise the civil service and racial 
relations. A good monitoring system is needed to ensure good implementation of projects and policies. 
More emphasis is needed on a market-based approach, use levies on foreign workers, and introduce 
carbon tax. This is to induce industries to invest in research and development, green technology, and 
cease relying on affordable and dirty energy.  
 
 
Prof. Datuk Dr Denison Jayasooria, Principal Research Fellow, Institute of Ethnic Studies 
(KITA), UKM & Chairman, CSO-Alliance  
 
The NEM makes two fundamental criticisms of the NEP, many of which made its way into the 11th 
Malaysia Plan, with references to high income, inclusiveness, and sustainability. Its first criticism is on 
its implementation, which resulted in rent seeking and patronage that affected its delivery system. This 
also hindered assistant programmes from reaching specific target groups. It also had issues in the area 
of procurement. This highlights the pervasiveness of corruption.  
 
Recommendations in the NEM sought to strike a balance with the special position of the Malays and 
natives in Article 153 of the Malaysian Constitution, as well as other legitimate interested that were also 
highlighted in the same article. The opposition was concerned with the government’s intention to rectify 
the International Convention on the Elimination of All Forms Racial Discrimination (ICERD) as its 
implementation will lead to a departure from current practice, where NEM will move beyond the NEP in 
addressing weaknesses in patronage, rent seeking, and corruption.  
 
Article 153 makes references to the special position, but not the special rights, of Malays and natives. 
The terms are different in Malay language, whereby “Bumiputera” is used. In the same paragraph, it 
also stressed that the legitimate interest of other communities is affirmed and protected by the Yang di-
Pertuan Agong. Advocating any portion of the article would also require advocating the rest, otherwise 
one can be blinded as to what the Constitutional provision entails. This section restricts affirmative 
action to only three areas, but this is sometimes overlooked and applied in all areas of life and 
government delivery. This should have been restricted to (i) civil service intake, (ii) education, training 
institutions, special provisions, and scholarships, and (iii) business (trade, permits, and licences). Within 
this context, the Constitution imposes certain restrictions and guidelines. It also mentions the phrase 
“being reasonable” in terms of allocations and percentages, as there is no set percentage for the three 
affirmative action policies. In legal terms, “being reasonable” means “what would a reasonable person 
do?”. While it is unclear of what amounts to being is “reasonable” today, in the civil service of the past 
under Tun Suffian wrote extensively about this, where he highlighting percentages for the civil service 
and even had an extensive table to explain why these protections are in place. There is a need to 
reconsider if current practice is fulfilling the Constitutional provisions and whether or not it is still 
“reasonable” in contemporary times.   
 
Also, Article 136 prevents and prohibits discrimination in promotions. This provision was only restricted 
to the intakes and not in promotions or the reservation of senior positions. Instead merit would apply. 
There needs to be more open discussion and far more transparent system. Many CSOs have called for 
more public disclosure towards how scholarships are awarded, how business licensing is given, and 
what is the criteria/merit used. The NEM was taking on many of these issues, but at the same time it is 
being challenged by lobby groups who feel that their rights and privileges are becoming restricted.   
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There are five recommendations to consider in the 11th Malaysia Plan’s Mid-Term Review:  
  

1. Malaysia should rectify ICERD. It is one of only 16 countries yet to rectify this convention 
 

2. Government public policy should emphasis a stronger commitment towards the SDGs – leaving 
no one behind, regardless of gender, class, ethnicity, sub-ethnicity, which is a wider and more 
inclusive framework 

 

3. View poverty as multidimensional, not using income as a basis – more on access to education, 
healthcare, employment, social protection, and housing  

 

4. Review delivery institutions – reform of government at the local authority level. This requires 
radical reorientation and efficiency towards multiethnicity, multidisciplinary, more merit focused, 
and more target orientated  

 

5. Have an effective monitoring system – learn from failures of the past wither former monitoring 
units. Consider parliamentary select committees instead which are more accessible and rigorous. 
They will have sufficient academic research and analysis on the ground and policy level to 
examine issues 

 
 
Dr. Hezri Adnan, Senior Director (Research), ISIS Malaysia 
 
When the previous Prime Minister announced the NEM, there was hope that a new pathway for the 
nation will be charted. The third pillar of the NEM focuses on sustainability. However, there were no 
champions pushing for this pillar’s goals and it received little support compared to the other pillars. Then 
the 11th MP took account of sustainability agenda, much to the delight of those involved in environmental 
work. It became one of six strategic trust in the form of green growth sustainability. Unfortunately, 
despite much discussion, little has been translated into actions.  
  
Only 1 percent of the national budget was dedicated to two ministries, the former Ministry of Natural 
Resources and Environment, and the former Ministry of Energy, Science, Technology, Environment 
and Climate Change.  When compared to the allocation to other ministries, such as the Ministry of 
Defence, allocation to the national sustainability agenda is meagre amount. Funds that did go to the 
two ministries were mainly used for salaries with little left for programmes.  
 
There is a need to reframe sustainability in our plans and actions, with many environmental woes 
unfolding in the country. Deforestation is evident, five states in Peninsula Malaysia are experiencing a 
water deficit, and there is a lack in food security. Only 260,000 hectares have been allocated to paddy 
plantations, while palm oil plantations have 5 million hectares. Yet, palm oil lobbyists are pushing for 7 
million hectares. This will lead to diminishing returns on other areas of development. There is also still 
a high dependency on coal for energy production. But it is promising that the new government is 
planning to utilities more renewal energy.  
 
By 2050, it is estimated that there will be 9.4 billion people on Earth. To sustain this population there is 
a need for 60-70 percent increase in food production and 40 percent increase in energy production. But 
by 2030, the world will face a 20 percent water deficit. Among suggestions was to treat water as an 
engine of growth. Unfortunately, water is made too affordable, where in Penang it is only 32 sens for 
the first 1000 litres of water, while Kuala Lumpur is paying only 70 sen. Instead, the same amount of 
water in Singapore cost MYR3.80 and Jakarta chargers MYR1.80. Malaysia is not sending the right 
signals to the market that water is very important.   
 
Malaysia also needs a mechanism to monitor the problems faced with the environment sustainability in 
terms of food, social, and energy security. There needs to be an institutional framework for more civil 
societies to input in governance to incorporate their suggestions towards structural challenges. The 
SDGs require cross cutting measures need to be put in place. For instance, as young people cannot 
afford to buy a home, renewal energy schemes can be built into housing programmes where they can 
receive a rebate for installing solar panels, which will also help to reduce their monthly mortgage 
repayment. The Orang Asli and Orang Asal are still dependent on the forest to live. Hence, there needs 
to be a mechanism that can be used to allow their voice to be put into policy.  
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Q & A  
 
Prof M Niaz Abdullah, University of Malaya agreed that to move forward there is a need to bridge 
the gap between East and West Malaysia. There is great inequality and disparity between Peninsula 
Malaysia and Sabah, and even Kota Kinabalu with other parts of Sabah. How can this be addressed?  
 
YB Arthur Kurup explained that it is known that Sabah, despite being an income rich state, has among 
the lowest incomes. This is because most revenue is derived from timber revenues, which is very 
subject to high degrees of corruption. Sabah has also been only receiving 5 percent of oil royalties. It 
has been seeking for a higher percentage, but even the new government is beginning to give excuses 
as to why they are unable to give more oil royalties. This is fuelling discontent among Sabahans, who 
can see much development in Peninsula Malaysia, and yet Sabah does not even have sufficient roads. 
In terms of tax allocations, the Malaysia Agreement stipulates that 40 percent of tax revenue collected 
from Sabah is supposed to be returned to the state, but that has yet to happen. To date, the Sabah 
government is owed MYR300 billion since 1965. It was also explained that many industries in Sabah 
are upstream industries, whereas in the rural areas, communities plant palm oil and rubber, selling them 
at market prices to agencies. Hence, with the fall of palm oil and rubber prices, rural communities suffer. 
If Sabahans can move to more downstream industries, it may raise income levels. 
 
Mr Vimal Raj Vivekanandah, Hunger Hurt Malaysia asked how can we help the Orang Asli and Orang 
Asal community, particularly the ones which are not willing to give up their way of life, in the 11th MP.   
 
Prof. Datuk Dr Denison Jayasooria explained that when it comes to poverty eradication, the Human 
Rights Commission of Malaysia (SUHAKAM) has undertaken many of the social economic studies 
relating to land, such as customary rights to access land. However, much of these lands have no titles, 
a situation that needs to be address as much of the issues are centred around these lands and the right 
to its resources. If it is taken over by a plantation or is deforested, especially in Sabah and Sarawak, it 
impacts the traditional livelihood of these native communities. It is hoped that the new government will 
follow up on the SUHAKAM land report and address the over 800 documented grievances and 
ultimately take up its recommendations. There is also a need to work with the Orang Asli on the 
grassroot level to understand their needs in a community-based setting and use a people empowerment 
approach which will be more significant compared to a top down approach. There is also much criticism 
towards the department meant to take care of their welfare as many feel restricted by these government 
agencies, questioning whether or not they are people-centred and empowering in the first place. They 
also face issues of access to schooling, healthcare, and housing which require a holistic and integrated 
approach.  
 
Dr. Hezri Adnan stressed that there is no one size fits all solution as all Orang Asli groups are different 
and are spread out throughout several localities. There needs to be a two-way communication channel 
to allow better interaction to resolve issues. It is true that some groups have been marginalised by 
design, while some choose to marginalise themselves, perhaps because the approach is too top down. 
These details need to be looked into and resolved.  
 
 
PANEL 5 
Improving the Labour Force –Participation of Women, Productivity & Wages 
 
Moderator:  
Ms. Ivy Josiah, Secretary-General, Society for the Protection of Human Rights Malaysia 
(PROHAM) 
 
To increase the women’s participation in the workforce requires a shift in mindset, not to presume that 
women entering the workforce will result in the neglection of their duties. More care facilities should be 
provided for parents instead of making women feel guilty for neglecting their roles as carers at home. 
A survey conducted in 2016 revealed that 60 percent of women, when asked why they were not in the 
workforce, cited household duties and responsibilities as the main reason, compared to 2 percent men. 
In today’s age with concepts of equal sharing and aspirations for women to come into the workforce, 
the issue of double burdens must be thought out as to how duties can be shared. It is good for a 
women’s state of mind for them to work outside their homes. 
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Panellists: 
Ms Sabrina Melisa Aripen, Founder / Protem Chairperson, Society for Equality, Respect and 
Trust for All (SERATA) 
 
In the past, people had more spending power, but in today’s reality, people are struggling to make ends 
meet. This has forced more families to move more towards dual-career families. However, even today 
the assumption is that men are the primary bread winners of the family. It is also wrongly assumed that 
men always earn more than women. Such stereotypes are what contributes towards the “motherhood 
penalty”, that career is not on the top of a women’s agenda once they are married and have children.  
 
More thought is needed to make the workplace a more gender diverse environment. This can be done 
by (i) identifying the needs of working mothers, (ii) providing at least one month paternity leave, and (iii) 
have programmes to reduce gender bias in the workplace. In supporting women’s needs as working 
mothers it must not be forgotten that culturally marriage is thought of as a first priority, followed by 
having children. The World Bank found that women’s participation peaks at ages 25-34 before declining. 
This is evident as in university, there are as many women enrolled as there are men, signifying that 
women want to be more than mere stay- at-home-mothers. The reason this happens is because they 
do not have a choice as they need to think first about their children. Even after a two-month long 
maternity leave, there are much concerns and distractions about the child’s care when they go back to 
work. Unfortunately, access to childcare is costly and it is difficult to find a reliable one. Childcare centres 
are also in short supply with only 4,302 centres across Malaysia. There is a need for 38,333 more 
centres.  
 
There needs to a shift to flexible work arrangements, rewarding results instead of face time. Mothers 
need to be allowed to work at home when the child falls ill and have more flexibility and understanding 
when they take time off to pump breast milk. In accordance to labour law, women are given at least two 
months of maternity leave, but men receive zero months. This indirectly implies that childcare is the 
responsibility of women. It also sends a message that employing women is expensive as they will take 
two months of the year from work compared to men who do not. Research has shown that men who 
are allowed to take paternity leave are more active in childcare.  
 
There is a need to level the playing field as women spend two times more housework than men. The 
UN Commission on the Status of Women and the OECD have recommended that both husband and 
wife share housework and childcare task, as unfair distribution impedes women’s empowerment, labour 
forces, wages, and job equality. The World Economic Forum has also identified that countries that offer 
paternity leave are more successful in closing the wage gap. 
 
In terms of programmes to reduce gender bias in the workplace. There are very few women mentors in 
the traditional workplace setting who can be role models to younger women to become leaders. There 
is also a lack of gender bias awareness, which is a misperception towards both men and women. Men 
need to be engaged to be more supportive of career women and work processes need to be in line with 
current times.  
 
 
Dr Amjad Rabi, Social Security Adviser, Employees Provident Fund (EPF) 
 
Malaysia’s aspiration to become a fully developed nation will not happen unless there is inclusive labour 
force participation. However, a country to transition to a developed status is no simple feat. 
Benchmarking the US in the 1970s, out of 167 countries, only 9 countries were able to transition into 
developed status and only two began at a lower level of economic development than Malaysia. Malaysia 
needs instruments to enhance productivity and inclusivity. It needs a push in economic development 
which requires the creation of jobs. It also requires a push in development as the working age population 
will soon be shrinking relative to its population size. This calls for the contribution of every member of 
society to be fully utilised.  
 
The labour market is a core factor to Malaysia’s development. To enable this, several policy instruments 
are required. Firstly, the affordability and availability of day care centres is a necessity and may require 
investment from the government. Without sufficient childcare support, women will stay at home to take 
care of their children, especially among the poor. The pre-school industry needs to be made more 
publicly available. While this cannot be done everywhere all at once, it should be made available in 
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poorer communities to encourage women participation. Attention also needs to be given towards the 
level of productivity of our younger generation. When a child goes to pre-school, building on their human 
capital development and cognitive development is crucial to enable them to become more productive 
members of society and as they enter the labour market. In poor urban communities, such as in low-
cost flats, there is pressure on women not to work, in doing so not contributing back to society. If children 
can attend day care, it will release women from their homes and allow them to contribute back more 
meaningfully to society. There is also an idea in low cost flat areas where three generations live in the 
same community, a Pusat Aktiviti Kanak-Kanak (Children’s Activity Centre) operated by senior citizens 
can be carried out. With senior citizens taking care of children, this will release women to work.  
 
The current Malaysian workplace discriminates against women participation. The Malaysian population 
stands at 31 million, with an equal ratio of male to female (50-50). The working age is between 15-64 
years old, amounting to approximately 22 million people. Similarly, the ratio for the available working 
age is also around 50-50, with approximately 11 million male and 11 million females. However, the 
labour force in Malaysia only comprise of around 15 million Malaysians. For every 100 males, there is 
70 females, making it a predominantly male market.  
 
In terms of social protection, with the lack of participation in the labour market, leading to a lack in 
contributions to the EPF, women will not have savings when they retire, which will then lead to 
insufficient asset to protect against longevity risk. This is critical as Malaysians are aging rapidly and 
people are living longer, especially women. For every 100 male senior citizens there are 107 female 
senior citizens, the latter whom are vulnerable without social protection. It is important to have social 
pensions in a non-contributory tax funded form. This is the only means of protecting against the risk of 
longevity for the many women who are not working in the labour market. While a contributory system 
must be maintained to provide an incentive structure for people to save, at the same time, it is advisable 
to have a layer below it in the form of a tax funded social pensions that will favour females and correct 
the discriminatory labour market.  
 
 
Assoc. Prof. Dr. Shanthi Thambiah, Lecturer, Faculty of Arts and Social Sciences, University of 
Malaya 
 
A women’s employment is important to the country, herself, family, and overall wellbeing. However, the 
ratio of men and women in the labour force, although has narrowed over the decades, has not improved 
much since the 1980s. As at 2011, the ratio is only 0.6. Though this is an improvement for female 
participation in Malaysia with 54 percent, Malaysia’s labour force participation is still among the lowest 
in South East Asia.  
 
Factors contributing to this can be trace to the nature of female labour force participation rate analysed 
from the baseline data of the labour force survey of Malaysia. There is a 5-6 percent decline in women 
participation in the labour force from the 25 to 29 and 30 to 34 years old age group, of whom are those 
in the childbearing-child rearing age group. There is also the issue of early retirement. At a time when 
women should be at the peak of their careers, many of them are forced to retire prematurely. Data 
shows that there is a steep decline in the percentage of women (by 8 to 9 percent) in the labour force 
in the 45 to 49 and 50 to 54 age group, and declines even more steeply by 15.1 percent in the later age 
group 50 to 54 to 55 to 59. This has implications on their social security, EPF, pensions, and savings. 
Many women are also denied opportunities to enter the labour force despite being graduates.  
 
Malaysia need to increase its growth targets to 7 to 8 percent per annum over the next decade to 
become a fully developed nation. This will be quite a challenging feat considering that over the last 
decade economic growth has averaged 5.4 percent. This is where women’s participation in the labour 
force can translate to an annual GDP increase and has the potential to contribute to Malaysia’s 
economic growth targets. Hence, higher female labour force participation is instrumental in building 
capacity for economic growth and poverty reduction. UNDP estimates that if the female labour force 
participation rate is increased to 70 percent, this will boost Malaysia’s GDP by 2.9 to 3.0 percent. These 
are opportunities which Malaysia is not capitalising upon.  
 
The life-cycle variation in the labour supply of married women has an impact on family income inequality. 
By getting women into the labour force, jobs, and income can help address this inequality, especially 
for poorer households. The labour supply of married women varies considerably over her life cycle. 
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Many married women continue to reduce their labour supply during child-bearing and child-rearing 
years. As a result, the contribution of wives’ earnings to total family income can vary considerably (Shaw, 
1989, 1992).  The increased labour supply of women from lower income households can contribute to 
decreasing family income inequality. Increased labour supply of women can also help move Malaysia 
from a middle-income nation to a high-income nation. Increasing the number of dual income households 
can also increase the per capita income of the country.    
 
Malaysia needs a national strategy for the care sector. Currently, the care sector is embedded in the 
National Key Economic Area (NKEA) under the Education Sector and is also stated in the Services 
Sector Liberalization Initiatives. Some acts governing the care sector comes in the form of the Child Act, 
and the inclusion of preschool education as part of the formal education system through the Education 
Act 1996. The Child Care Centre Act 1984 was amended in 2007, but it hardly provided for the 
promotion and delivery of quality child care.  
 
There is also a need for a National Policy for Older Persons. Once again, the reason why many women 
drop out from the workplace when they should be at the peak of their careers is to care for their older 
parents. On January 5th, 2011, the Malaysian government approved the National Policy for Older 
Persons and Plan of Action for Older Persons. The provision of organised care needs to be legislated, 
while existing legislations and policies needs to be reviewed for a more coherent and integrated 
framework of regulation for the care sector. Enlisting senior citizens to help in childcare, for example 
with a group called Generations United, are creating sites for generational unity where day care not just 
for young people but also provides for the elderly.  
 
A national strategy on the care sector is important as an integral part of family development, community 
life, human resource development and will contribute to increasing female labour force participation. 
According to the population census of 2010, there are 2,426,957 children in the 0 to 4 age group. With 
the current availability of registered child care centres, it is evident that there are insufficient centres 
available if parents want to use the service. The National Care Strategy needs to address the shortage 
and under supply of child care centres for this age group. This needs to be urgently addressed if the 
government wants to increase and retain women in the workforce.  Empirical evidence reveal that 
childcare subsidies have a positive effect in increasing female labour supply. On average, OECD 
countries spent 0.7 percent of GDP on formal day care and pre-primary education in 1999. This 
spending is highest in mainland Nordic countries, where it amounts to between 1.5 to 2.7 percent of 
GDP. These countries have increased their spending significantly since the mid-1980s (Florence, 
Jaumotte, 2004, OECD Economic Studies, No.37). Hence, these countries see this sector as an area 
worth investing and as vital as investments in research and development.  
 
Since the 1990s, the OECD has been promoting a social policy discourse that has clearly shifted from 
a neoliberal pro-market agenda to a more interventionist approach in matters having to do with 
reconciliation of family and work. The state and private sector also need to share the burden in childcare. 
This is also a response to the shift from the male breadwinner to the adult-earner household. The new 
approach has been described as “inclusive liberalism,” which emphasises the “centrality of 
employment”, “the removal of barriers to work,” and the need to support “the development and use of 
human and social capital.” In this sense, public support for child care and other policies of reconciliation 
are viewed as a means to promote employment, particularly that of mother, and to increase productivity. 
Despite the different discourses feeding arguments for a universal caregiver state, most countries’ 
policies fall within a “mixed model” of care provisioning, combining public policies with private and 
market-oriented initiatives (Beneria, 2010).  
 
The national strategy for the care sector should also consider the childcare needs of the low-income 
households, as they need the childcare support the most. Investing in child care for the low-income 
household is an impetus for women in these households to work, for they certainly do need the second 
income and can contribute to addressing family income inequality. Investing in good quality early 
childcare and education for poor children also protects children to some extent against the negative 
effects of their home environment. Studies reveal that early intervention programmes have been found 
to enhance the cognitive development and academic outcomes of children living in poverty (Burchinal, 
Roberts, Riggins, Jr., Zeisel, Neebe, and Bryant, 2000). Putting the child of lower income families into 
childcare facility provides them with more structured education, play, and a balanced diet. More 
importantly, this can put a stop to intergenerational transmission of social problems related to poverty, 
such as the lack of interest in education and dropout rates. Therefore, the Malaysian government should 
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make childcare a priority. As much is spent on the prison system, the transmission of these problems 
can be halted through the care sector.  
 
The Malaysian population is facing changes in the age structure resulting from fertility decline and 
increased longevity, contributing towards an ageing population. Malaysia’s total population of older 
persons in the year 2011 was 7.7 percent from the total population of the country (2.2 million out of 28.6 
million). By 2020, it is estimated that the number of older persons will be 5.5 million and by 2030 
Malaysia will be in the category of ageing nations with older persons constituting more than 15 percent 
of the population.  Therefore, it is paramount that Malaysia starts investing in elder care facilities and 
services. At it is, Malaysia is ill prepared for this and may find itself in a potential crisis when it the time 
arrives.  
 
The care sector can provide many opportunities for employment. There is potential for female 
employment growth in traditional female employment areas. Public policies promoting the development 
of employment in social services and the “outsourcing” of female tasks into the market, childcare and 
elder care may accelerate women’s labour market integration. Transferring some tasks from the 
domestic sphere to the labour market would have a positive impact on the overall employment rate of 
women. In the United Kingdom, the childcare strategy has produced opportunities for work and created 
122,000 new jobs since 1997 and was the second fastest growing occupational group in the labour 
market (Susan Findings, 2006). 
 
In terms of economic growth, childcare lies at the nexus of economic development and workforce 
development policies. The availability of affordable, high quality and reliable child care enhances the 
work readiness of a country’s working age population, particularly its female potential workers and as a 
result enhances economic growth. The connection between child care issues and policies concerned 
with economic growth is not new as economist and others have been involved with this discussion in 
recent years (Shellenback, 2004; Warner, 2006; Pratt & Kay, 2006). To give greater attention to 
women’s employment outcomes in policy is key to promoting a more inclusive and sustainable 
development path. 
 
Q & A  
 
Assoc Prof Dr Thirunaukarasu S., University of Malaya said that financially, it more worthwhile for 
a mother to be taking care of their children than to work. That way they can produce better citizens for 
the country. Though it was acknowledged that 54 percent of women compared to 85 percent of men 
are employed, this percentage does not take the informal sector into account, which comprise a major 
portion of women employment. This can also be explained with the possibility that many women are 
working from home, but statistics are not available. There is not just the shortage childcare centres, but 
also a lack of affordable and reliable childcare.  
 
Mr Ahmad Faith bin Affendy, University of Nottingham said that though it is acknowledged that the 
provision of more child and elderly care is important, there is an issue of who can be hired, as many 
may not want to work in this sector. Will there be a need to hire foreign care workers? There was also 
a query on how the social and cultural stigmas of elderly care can be overcome. Also, in Malaysia, 
many elderly people would prefer to stay back in their rural villages. With more nuclear families and 
smaller families working in the city, the elderly risk putting themselves in harm’s way by not getting the 
necessary healthcare.  
 
Assoc. Prof. Dr. Shanthi shared that in a UNICEF report, it was revealed that women in working-class 
background and households where the child is not exposed to a conducive learning environment, it is 
better for the child to be sent to a childcare centre where they can learn better things. There is need for 
a National Care Strategy that offers good quality childcare that is run professionally. The Childcare Act 
needs to be amended to look into issues of quality. When a child attends a childcare centre for 6 to 8 
hours, it is good for the child as it is good for the mother to go out to work, as confining women at home 
will bring much stress and tension. A study in Japan found that working mothers are more structured 
and more concerned about their children than full-time housewives. It was also found that the rate of 
child abuse is higher with stay-at-home mothers. Women being away from their children structures them 
to plan and make quality time with their children. Another UNICEF report found that it is good for children 
to spend time outside of their homes by being with children from other ethnic backgrounds, class, and 
languages as they learn social and communication skills. Instead, a child and mother confined to home 
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does not necessarily create a good environment for the child. More can be done in terms of cross 
subsidising. The Human Resource Development Fund can create a fund for women earning below a 
certain level of income to have subsidised childcare with contributions from women and employers. 
Malaysia’s women labour force participation was stagnant for 3 to 4 decades, and then it suddenly 
reached 54 percent. This is because the informal sector has been taken into consideration through an 
informal sector survey. There is a need to prepare for elder care as Malaysia will soon be an aging 
nation. There are many forms of elder care; in a village with a higher sense of community, activities can 
be developed so that the elderly do not feel so lonely. Each type of neighbourhood needs to consider 
how it will manage elder care. There needs to be a social strategy for various forms of elderly care, from 
their geographical location to their physical ability.  
 
Dr Amjad Rabi pointed out that there is also the phenomenon of underemployment where qualified 
women are doing jobs in the informal sector, which are also reflected in the statistics. However, the idea 
for employers to subsidies working mothers needs to be approached with caution as we do not want a 
situation where employers avoid hiring mothers due to additional cost. Instead a tax funded system is 
more effective. There is an urgent need for the government to practice discriminant provision of day 
care to aid low income groups. Even if the private sector chargers MYR100 for day care, it is enough 
to discourage the low-cost flat communities from participating.  
 
Ms Ivy Josiah emphasised that the SDGs, with the tagline “leave no one behind” is a reminder for all 
to be participating in nation building and the economy by creating safety nets, not only because it is the 
right thing to do, but because it makes economic sense.  
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