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Though the national corporations (MNC' situated in ihe Fre€ Trade Zones (FTZS) and Licensed

Manufacturing Warehouse (LMW) have been playing a signficant role in spearheading the country's

export-odented industrialisation drive' they rcmained almost independent of the mainstleam of

the Malaysian economy. While these industrial enclaves generat€d employment oppofirnrtres'

there werc little other linkages in terms of ancillary or support indusaies The lack of entepreneurial

skills. outpui quality and capital have been identified as anong the major constrants faced by

local industnes, especially the small and medium scale industries (SMlt in developing tecbnological

linkages with the larger manufacnrrers. The Second Outline Perspective Plan (1991-2000) and

the SixthMalaysiaPlan(1991 1995) placed greater emphasis on developing an integated industrial

structure. Policies to promote the development of a wider vendor network through subcontracting

system between SMIS and large foreign and domestic industries were formulated Under the

Industrial Technical Assistance Fund (ITAF), financial incentives and assistance were provided to

improve the capability of SMIS to supply the required production inputs of the larger enterpnses'

l,ocal SMIS were also encouaged to expand lheir marketing network, including to penesate export

Spurr€d by continued inflow of foreign investrnent as well as a morc favourable domestic and

extemal business environment, ttie period of 1988 to 1994 saw the growth of new manufactudng

industriesinboththercsource-basealanalnon-resouce-basedsectors,resultinginsignificant

aliversification of the manufacturing sector During the period of 1988-94' the manufactunng

sector glew at an impressive compounded annual rate of 20 percent' outpacing the 8xo*th rate of

other sectors in the economy.

This rapid pace of industrialisation pmpelled the manufacturing sectols contdbution to GDP to

33. 1 per cent in 1995 as compaftal to only 14.0 per cent in l9?0 ln contrast' the rclative share of

agricultural sector in GDP declined significantly to 13 5 per cent in 1995 as compared to 31 per

cent in lgT0. The se ices sectorinthe meantime achiev€dashareofzl4 3 percentthus maintaining

its averag€ share around 43 to 44 perc€nt throughout the period of 1980s and the frst half of

1990s.

In the Se€ond Inalustnal Master Ptan the manufacturing sector is expected to achieve a share of

38.4 percent of GDP by the year 2005 emploving 2 1 million wo*force ln the following sections

we analyse the Fogress of the manufacturing sector throughout the last 3 decades and provide lhe

macroftam€ for the IMP2 in which we outline the piospects for all the sectors dudng the period

t996-2005.
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up their enterprises in Malaysia and the manufacturing sector's peformance, especially the

electronics industry, was boosted further in the 70s. The creation of FTZS has increased Malaysiat

export share in electronic components to OECD countries from almost nothing in 1970 to about

10 per cent in 1980. Apart from the incentives, the availabilitv of low-wage labour during that

time. relatively reasonable infrastructure facilities and political stability werc among the rmportan

factors which attracted foreign investment into the country'

ln the early 80s, the govemment had embarked on a heavy industrialisation progmmme to promote

the alevelopment of selected heavy industries lt was conside{ed by some as following Korea\

model of industrial alevelopment dudng the 70s and a sort of a second round of import substitution

for Malaysia. The program was to be implemented through the Heavy Industries Corporation of

Malaysia (t COM), considereal as a non-financial pubtic enterprise lron and sGel' petrochemicals'

cement and automotive were some of the indusEies selected for this purpose The heavy industries

program was set up for the purpose of broadening the industnal base and io develop sone indigenous

capabilities in manufacturing know-how wirh regard to heavy industries'

Tables I to 4 provide some data on employment and value added share of GDP of the manufacturing

sector for the last 25 years indicating that significant progress has be€n made sinc€ the recession

of 1985.

Table 1

Empbryment Sharu Bf Maior Sectors

Calculated tu(

MANUFAC:
Elecrrical & l
Transport Eqr

Food
Beverages
Textiles & W

Rubber Prodl

Chemical & (
Non-metallic
Basic Metals
Fabricated Mi

2nd MP
t9'7t-t91s

3rd MP 4th MP
1976-1980 1981 19ss

5thMP
1986'1990 1991-1994

Agriculture, forestry and fishing
Mining and quarrying

Manulactunng
Construction
covemment services

Other services

Unemployment Rate (average)

49.8
2.3

10.3

3.4

t2.5
2t.'7

6.8

42_5

1.8

t4.9
4.9

t3.2
22;7

33.9
l.l

15.5

7.3

14.6

27.9

5;7

29.6
0.5

17.0
5.9

13.6

33.3

6.8

22.O

0.5
23.2

1.3
11.9

35.2

3.5

Electrical & E
Transport Equ
Food
Beverages &:
Textiles & Fo(

Rubber Produ,
Paper & Peper
Petroleum Pro
Chernical
Non-metallic l
Metal
Optical and Sc

Toys and Spor
Total Manufac
Major Commc
Total Exports

Source: Ministry of Finance, Economic Report' e^notr tss'Jes

Calculated ftor
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Table 4
Sharc of Ma ufactuing ExPorts b!

Major Itldusn Gmups

r9'to 1975 1980 1985 1990 r994

8.5
5.3

15.0
3.3
5.2

t4.6
2.7
0.9

26.2

3.3
5.6
0.6
0.3
2.9

100.0

Share ofcommodiry Exports 18 4

Elecirical & Electronics
Transpod Equipmert
Food
Beverages & Tobacco
Textiies & Footwear

Rubbe. Products
Paper & Paper Products

Chemical
Non-metallic mineral
Metal
Optical and Scientific
Toys and Sporting Coods
Odler
Total

7, ofToial Exports

56.6 63.5
4.t 4.8

0.2 0.2
8.3 5.0
3.5 4.0
2.9 2.3
0.9 0.5
2.7 1.8

3.1 3.8
1.6 t.2
3.4 3.0
2.3 2.1
2.1 1.5

4.6 3.9
100.0 100.0

59.2 17.2
32.a 18.6

3. to buil

The tusl IMI

activiries- Th(

dominated by

share of total e

which stipula!

Apart from rh(

against the us
The depreciati

along with the

cent in 1988. F

wonh RM17.6

By the late 80

double digit ex

rate of 30.2 per

25.2
3.3

t3.5
1.3

10.8
r0.2
2.1
0.4
5.2

t.2
3.1

16.6
0.1
2.2

100.0

'70.'7

4',7.8

3.5
7:8
0.4

12.8
'7.4

1.3
0.6
3.0
3.0
1.0
4.0
2.2
0.9
4.5

100.0

26.9
'72.4

52.1
4.5
6.1
0.3

10.3
2.9
0.9
0.6
8.4
4.9
r.2
2.9
1.8
1.4
t.9

100.0

41.0

(Rubber, Tin. Saw Logs, Sawn Timber, Palm oil & Petroleum)

Calculated from Bant Negara Quarterly Bulletin

3. Chslleng€s In Industrial Developmetrt Stemming From ExPed€nces During The First

IMP

The Industrial Master Plan (IMP) prepared by United Nations IndusEial Development Organisation

(UNIDO) and the Malaysian Industrial Development Authority (MIDA) was released in 1986

The purpose of ihe IMPI study was to provide a critical analysis of the issues' problems and

prospects for Malaysia's industrialisation process. The IMPI made some policy prescriptions on

the future industrialisation of the economy for the period 1986 to 1995 ln general' the tbree bmad

objectives of the IMPI were:

to accelerate the gowih of the manufacturing sector to ensure a continued rapid expansion

of the economy and to provide basis lor meeting the social objectives consistent with the

NEP;

10 Fomote oppomrnities for the maximum and efficient utilisation ofthe nationt abundantly

endowed natural resourcesi

1
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textiles by 25 per centl and paper and paper products 32 3 per cent' to mendon a tbw'

By 199.1. the manufacturing sector had a strong foothold inthe Malaysian economy' contnbuiing

31.6 per cent to GDP in 1994 compared to 1'12 per cent in 1970 The nanulacturing sector was

the fastest growing sector in terms of vaLue-added during the period of OPP I ( i 97 1- 1990) with an

average growth rate of l0-3 per cent recorded Manufactured exports grew at an average rate of

24.2 percent during the period 19?0 1990. Real m'nufacturing output expanded bv an average ol

12.5 per cent for the period 19?0 1994. The shar€ ofnanutactured exports to total exports increased

substantially fron only 14 3 per cent in 19?0 to a much larger share of77 2 per ceni in 1994

lndustrialisation was seen as a way ofenhancing the growth of the economy to achieve a higher

income level and a better standard ofliving. This exrmple was set by other Asian counlries such as

Taiwan. South Korea, Singapore and Japan in their economic developmenl process The

industrialisation process thus far had been achieved pantv bv the coniinued inflows of foreign

direct investrnent, particularly ftom oiher Asian couniries'

Among the challenges in the Malaysian manufacturing sector are the high dependencv on MNCS

in impo(ant areas such as technotogy. development of inlemational marketing and supply of raw

malerial. and these factors had hindered ihe desired development ofindigenous industrial base

The transfer of technology has not been significant and therefore, new effons are needed to

indigenise technology development Heavv dependence on FDk has also generated large import

growth mainly on investrnent and intermediale goods, and that was pan of ihe reason behind the

curent account deficit. Other consequences on the reliance on FDIS included the large repahatron

of their eamings and outflow of payments on freight charges, resuliing in the loss of foreign

exchange reserves- Nevefheless. the FDIS have contributed a lot in fulfilling the objective of

employment creation- It is the other shofcomings as mentioned above which require further

In the first lMP, the najorobstacles and weatneeses ideDtified were as folowsi'

Delayed industrialisation The change in the structure of the economy from a more

agricullural base to one ofmanufacturing is somewhat difficull and the transition is

not an easy one for Malaysia The industrialisation process was seen as lagging

behind the "normal' pattem
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Multiplicity of objectives in industrial development: The industrial development

objectivies would have io be in line with other social and political objectives of the

NEP. such as regional development, Bumiputra employment and equity panicipation

Besides the general cross'cutting issues and problems identified. the IMP provided specific

recormendations for twelve indusaies that were selecied Mainly the plan's analysis ofeach industrt

followed the following direction: a) assessing current status of the industries. b) identifving factors

affecting, positively or negatively, the potential growth' c) deciphering pattems and effects of

these factoff, d) identifying common denominators, that are present in every sub_sector' and

assessing the market conditions at that time as well as f ture demand projections together with

assessment of technology trends. Some products were also identified as being priority products'

meaning that they had potential for further promotion

The twelve industries analysed by the first IMP are listed below:'

Resource-Based Industries

I ) Rubber Producis tndustry*

2) Palm Oil Products IndustrY+

3) Food processing IndustrY

4) Wood-BasedlndusirY+

5) Chemica] and Petrochemicar Industrv

6) Non'Fenous Metal Products Industry

7) Non-Metaliic Mineral Products lndustv

*(identified as beiDg more export-markei oriented while the rest are more domeslic -

market oriented industnet

Non-Resource-Based Industnes

8) Electrical and Electronics Industry*

9) Tmnsport Equipmen! Industry

10) Machinery and Engine€ring Producls Industrv

I l) Machinery and Engineering Prcducts Industrv

12) Textiles/Apparelindus!f,*

* (identified as being more expon-market oriented while the rest are more domeshc-

market oriented industriet

Overal1, the najor economic indicators (Table 5) point to a successful implementation of ihe firlt

IMP The r€

IMPtarger,:

impressivel

surpassing r

during the i

E".*.
tcDP
tM-''r"*

Sh-" 
"f 

I
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tr-"r"*
tM"*f"*
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ComDarison To Other Countries

This section will compare Malaysias structural composition to that of the deveioped countries

This will enable us to gain an appreciation as to whether there are lessons that can be applied to the

Malaysian case.

A first group of countries, Germany, Japan and the Uniled States, is picked as a representative set

of mature economies that Malaysia can be comparc'l with- A second goup of countries selected

are rhe newly inilustrialising economies (NIE'S). These countries are further along in the

development process. While their experiences may or may not be directly applicable to Malaysia'

they may nevertheless serve to highlight pifalls and opportunities in development that mav indirecdy

be applicable to Malaysia. A key NIE we have picked is S Korea Other NIES will be referred to

as and when appropriate. A third goup of couniries picked for this evaluation inctudes Malavsia s

neighbounng countries and close competitors -Thailand and Indonesia These nations have goals

that are broadly similar, ie, to transform commodity_based economies to industrial ones'

All these countries have at some point seen dramatic growth spurred by their drive towards

industiialisation, and afe currently in various stages of development Conpaing Malaysia to them

will help provide a telescopic view of how Malavsia's structure has evolved and where it might be

headed.

3.3 Structural Change & Economi€ Grorvth

Malaysia has become a text book study for an investment intensive, exportled gro\{th ln 1970

the manufacturing sector accounted for only l49o ofthe economy and man factured exports were

15% of the economy. Presently. manufacturing conlributes close to 309o of GDP and 7590 of all

expofis. The country re-engineered its structure, from an essentially primary cornrnodity producing

to a predominantly manufactured goods producing economy in the last 20 yeals

In 1 970 rubber, tin and oil constituted over ToEo of Malaysia's exports Agricultural growth was an

abysmal 2q, per annum and a third of the population lived below the poveny line

The govemment then maale a push toward manufacturing Malaysia began the complex task ol

switching fiom a commodities-based to an export-oriented manufacturing-based economy The

results of this push have been quite dramatic as seen in Figure 1 and discussed ftrther below

6

The growth

indusiry. Ui

However. ol

The decline
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Foreign investnent contributed, in no small measue, to the overhauling of the economy'

Manufactudng grew At an a\eBge of l2.5 ii tft recent past ard shows no sign of slowing'

Manufacturifig activity as a p€rcentage of GDP has doubled from a low 147' to 29% now'

The bulk of the manufacturing sector is gealed towards expots Semiconductors and electrical

equipment are tI€ biggest industries. The go*th in the manufacturing sector has been about two

perceftage points higher than the national average.

As a rcsult, the inalustry sector has grown in importarc€ as a p€rcentage of the economy Fror

33% in 19?0 the sector now contributes over 42% of the CDP

Senice Sector At a Sh$e of GDP

TTle service sector has also beneficd fiom the evolution in the economy Services as a share of

cDP has gown ftom 36% in 1970 to 41% in 1990. The industrial and seflice secton have gfown

at the exp€nse of agricultue and minlng.

Pa€€ of Change of Sectors

Figure 2

Inh$tr! has the Fettest Erolutian Rdzs: 1970 - 1990
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Comparisons With Other Countnes: Evolution Of The Industrial Sector

ln comparison to olher counties. the rate ofevolution of;ndustries within the economy (see Table

6) has been strong inMalaysia while the dev€loped nations have faced a gradual reductioninthe

rclative size of their industrial sector, Malaysia and the other developing nations have pressed on'

Korca nade thejump in the 70h with an evolution rate of3.7 and has since retained apositive rate

Malaysia is yei lo have that radical push that galvanized Korea toward rapid;ndustrialisation

In manufacnrring as a share of value aalded to GDP Gee Table 7) Malavsja has done remarkablv

well- In lhe I 970's it outperformed all the economies in their ability to increase the manufaclunng

component ofthe economy.In the next 15 yeals Malaysia has stayed at secondposition and had

the admirable record of having constant improvement in shifting the structure of ils economy

toward an industrial base.

Table 6

Conparative R@te of Erotution of Innusn

Growth Rates of the Conce,ltrdtion of lttdusn

CapitalMarkea Reriervol l No l, 1996
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First, at a certaln stage of development, manufacturing as a share of GDP peaks and theleaftel

dectines. Figure 4 presents a time trend of manufacturing concentration in an economy The gmph

comFres Malaysia's position in structural development in comparison to some other countnes

that are in different stages of evolution

Second, the levels of concentration in manufacturing are often over 3570 of the economy in

developed nations. However, after this stage the emphasis shifts towards the service sector

The mte ofr

reflected in

Figure 4

Md.nufactuing as a Sharc of GDP

:ii;
Sour.z: World Tables 1995,

The G3 countries in the early 19?0's had close to 3570 of GDP from the manufacturing sector ln

the past 20 years these countries have observed a shift away from manufacturing Germany' the

most concentrated in manufacturing, with over 35E' in 1970' has since altered iis structure'

Manufacluring as a share ofGDPhas declinedto ciose to 308' in 1990

The evidence points to the fact lhat all successful economies have evolved from an agricultural

base towards a manufactunng base and eveniually to a service oriented econony The peak in

manufacturing concentration is most evideni in the case of Korea and Singapore Korea anc

Singapore peaked in the laie 1980's after reaching high levels of manufacturing concentmtton'
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The challenges for Malaysia's structural development are to find and etrhance fhe liDks necessary

between industry and the supporung service sector Malaysia has to rc-emphasise its efforts in

manufacturing such that the seflice sector can alraw upon the sEength and deplh of industry

Figue 6 points to the fact that Korea has always had a bigger concentration in manufacturing If

Malaysia hopes to emulate th€ NIE countries' pattem of stnlctual development it must press-on

with its ddve towards industrialisation.

The contribution of gowth ftom indusry in Malaysia has been high relative to that in Japan anc

Korea. This is because thes€ countries are further down the development track and thus are

experiercing diminished maryinal retums {iom investment in industry

Fis'E 6

Conoin'tuN olcdh Fw Ld6',
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Comparison ofTFP gowth rates ale fiaught with Problems caused by drffercnces in methodology'

data, sectoral coverage and time periods. The World Bank estimated TFP growth for the pedod

1960 - 1989 as 1.6 per cent for Malaysia.

The National Productivity Corporation (NPC) estimat€d a TFP growrh mte of 3 l per cent for

1993 increasing ftom -2.0 per cent in 1991 (Table 9)

Table 9

Coltributbns ofTFP and Capital Intensilr to ProductivitJ Grovth

So'JJce: l'{PC Annual Reporr 1994

There exists a close relationshrp between changes in productivity, capital intensity and TFP

Productivity gowth is the sum ofTFP growth and weighted capital intensity growth. During r98 L

1993, capital intensity ircreas€d by 4.2 Per cett per annum, with TFP at 1 .4 per cent per annum

and productivity at 3.1 per cent per annum. Thus, the growth in capital intensity was the major

souce of gowth during this period, accounting for 56 per cent of the growth in productivity The

huge inflows of FDI in the late 80s were the main contributor for the high capital intensity' It is

expected in the 7th Malaysian Plan that TFP shall gow at avemge of 3 3 percent during the period

of 1996 2000. It implies a contribution of around 40 percent

Period Growlh Rat€s Percentage Coftributior to

Produdivitv

hoductivity Capital

Intensity

TFP Capital

Intensity

81-93 3.1 t.4 56

81- 85 2.0 1.2 2.O 59 41,

86-90 3.2 1.6 4.0 49

91 93 1.4 8.4 27

9l 5.0 -2.O r7.0 '40 140

92 4.0 2.5 57 43

93 4.7 3.1 3.9 66 34

94 0.2 12.2 4 96
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Table 11

Value Added and Emplolmetrt Shares in the Manufa€turing Industry involved i

enable NI:

The single

brought d(

by suppi)

tous$361

so until l9

financing

around 20

stable witl

Accoding to Industry Grouping

(percentqges.) value Added Shares in Manufacnrring'r

Canada Germany United States

1980 1988 1980 1989 1980 1989 1980 1989 1980 1989

High-tech Industries 10.6 10.7 9.7 10.6 17.8 20.5 11.) 21.9 20.9 24.0

Medium-tech Industries 25.2 27.5 21.9 31.8 31.7 36.6 31.5 33.1 27;7 28.8

6r''.2 6 t.8 62.1 5',t.6 50.6 42.9 5l.3 ,15.0 51.,1 1',7.5

Employment Sharcs bJ MDnutacturing Industry and ldustry Gr0uping **

Canada Gemany Japsn United Slates

1980 1988 r980 1989 1980 1989 1980 1989 1980 1989

High-tech lndustries to.'7 10.4 10.5 20.0 2t.9 2l.6

Medium-tech Industries 24.5 u.9 29.2 34.1 28.4 2',7.O

Low-iech industries '/2.4 64.7 61.1 60.3 55.5 ,15.3 57.0 49.1 55.7 51.,1

Source: Industrial Policies in OECD Countries. 1993

* Expressed as a share of total manufacturing in cuffent prices. Figures may not add to 100

because of rounding

** Shares expressed relative to total manufacturing: figures may not add to 100 due to rounding

Table 10 shows that only 8.1 per cent ofMalaysian industries were involved inhigh-tech industries

in 1993, while 66 per cent of the industries pardcipated in low lech econonic actilily In terms of

value added, high-lech industries contributed 29 percent compared to 43 per cent from low tech

industries. Between 1985 and 1993, there have notbeen any significant changes in ihe structure of

industries in the three categories. Table 11 provides data on value-added in tems of different

technology industry groups for some of the industrialised co niries. The industrialised countries

on average, in 1980, had high-tech industries contributing between 17 to 20 per cent of value-

added to the manufacturing sector. medium tech industries 30 37 per cent, and low-tech industries

50 60 percent. Compared to those countries, Malaysia has pedormed reasonably wellin lerms of

manufacturing value added contribution ;n the high-tech group, but not in other categories. In

terms ofemployment, Malaysian companies employed more in high-tech industries compared to
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Macrceconomic Ftumeworkfor the IMP2

The forecast of future prospects for the Malaysian economy is developed from both the supply

and demand side ofthe economy. For the economy as a whole. we assume the following:

The average real GDP growth thai is sustainable for the whole period of the New lndustrial

Master Plan (1996 - 2005) is 7.8 percent. Sustainability here inplies growth with price

stability and financially manageable cunent account balance without imposing undue

pressures on inierest rates and exchange rates.

There is continued favourable climate for foreign direct investment

The OECD economies are expected to reglster an average economic groMh Iale of between

2.0 io 3.0 per cent tkoughout the period of the lMP2.

The pattem of savings in the industrialised economies and East Asian econotriies is expected

to remain stable and in Malaysia, investment requiremenls are largely expected to be met

by total savings.

2.

l

3.

per cent (

share of b

I

USA
t-

rapan

l-

Taiwan

Thailan(t_
lsrnSapo

lMalaysi

Source: h
H

t1

b. The shal

OPP2 fore{

of the IMP

2.5 per c€i

The following aie the results of the simulations based on the above assumptionsi

a. the share of the manufactwing sector is expected to reach 37.5 per cent in the year 2000 fiom its

present share of 33. 1 percent in 1995. The share is likely to increase to 38.4 per cent of GDP by the

year 2005, with the expected growth of the manufacturing sector averaging 10 7 percent per annum

during 1996 2000 and 8.3 percent during the second half of the lMP2. This forecast is in line

with the forecast of 10.5 per cent made in OPP2. In the second half of the New IMB the

manufacturing sector is expected to register an average real $owth rate of 8 3 per cent. The lowel

growlh for the manufactunng sector in the second half of New IMP is premised on the assumption

that more value added and incrssed productivity are important but these are long term developmenls

and mdy not be aftainable within lhe plan period

Table 12 provides the share of the manufacturing sector in CDP for various countries Th€

development experience of the industrialised and some Asian countries suggests that the share of

the manufacturing sector in GDP can fall within (he range of 12.2 per cent (Malaysia 1970) to 3 8.2
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Table 13

Malqrsia: Forccast of Settoral Value Added Shares

Tabte 14

MalaJsia: Forecast of Sectoral Peto.nance

The average r

2000 and slo\

So\i.e: Econonic Report, Ministy of Finance.

Bank Negara, Ann"alRepolr and MIER estimates

F

I
ITI

H
d. Total senic

New IMP Th

2005. The ror

1996 2000

Aggregate D{

Growth Profi

The baseline s

forecast indic:

2000 and 20

Source: Minjstry ofFinance. Econonic Repot.

Bank Negara,Arrral Repod and MIERestimates.

70 share of GDP 1994 1995 2000

1996 - 2000

200s AYerag€

200r - 2005

t4_6 r3.5 10.5 rt.1 8.3 9.1

Mining 1.',7 7.5 5.8 5.0

Msnufacturing 31.6 32.8 36.9 35.6 38.4 3',7.9

Constnrction 4.4 4.9 4.8 1.9 4.9

2.1 2.0 1.9 1.9 t.9 1.9

31.9 32.0 34.1 33.1 38.5 36.6

Govemment services 10.0 9.5 7.8 8.5 6.5 1.0

14.0 43.6 43.8 13.5 46.9 45.5

lessi imp bank charges ).1 2.O 1.9 2.0 1.1

Total share 100 100 100 t00 100 100

RM million 1994 r995 2000

1996 - 200(

2005 Average

2001 - 2005

16047.00 16230 18542 11599 2L08L 19965.?

-a.gil ).5 2.7 2.7 J.J 2.6

Mining 824100 8938 10061 9599.46 10956.8 r0646.9

2.61 2.74 2.1 LIA 172

Mdnufactudng 34782.00 39525 66648.5 55871 98836.9 85251.1

11.47 13.20 9.0 t4.86 780 8.24

4589.00 5211.40 855?.55 713.61 12r59.28 10666.7

l4.la l73A 8n 10.t6 6.94 ?.3

Toulseflires 48410.00 53303 811t, 69138 9 12.4245 1057r3.8

&88 14.1 8.77 8.8 88J

Real GDP r09915.00 r20309 t11|E9 15351721 255054.74 221912.81

srovth (Ea) 9.21 9.20 7.9 8.04 7.6 7.71
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92 Capitul Matk.B R.vie|| U.l. 4 N.. I , 1996

Figure 9

Shares of Domestic D.mand Componenls ol GDP

T

p

h

2

Public consumprion would show the largesi reduction in growih rate tiom an average growth ()1

8.lpercemintheperiod1996-2000toaslowergrowlhratcof5.Tpercentintheperiod200l

2005. The decline in public consumption grorvth is expected to be the result of a more prudenl

financial management and more privatisation ofgovernment agencies. Prilale investment is also

projected 1o noderate from a strong growth rate of 9.0 per cent in the pe.iod 1996 2000 !o an

average growth rate of 7.4 per cent for the period 2001 - 2005. This would possibly be the resuh

of the stiffcompetirion in attracting forcign investment away from otherlow labour cost countries

such as Vietnam, Chinaand India. Private investnenfs sharcofGDPis however, projected to rise

tiom2T.2percentinl994toanaverageot'3l.0percentduringi996-2005.Publicinvestmenl

would see a moderation in growth from an average rate of8.4percent in the period 1996 2000

to a growth rate of 6.3 per cent in the period 2001 - 2005. The continued expansion would come

nainly fiom continuous upgrading of various infrastruclure- Total investment requi.ement for

borh periodr will amount to RM1,572 billion.

Private consumption. the largest contributor to GDP at an estinated share of47.7 per cent in 1995,

is predicted to maintain a growtb rate of8.1per cenl and 7.3 per cent in the period 1996 2000 and

2001 2005 respectively. The rapid rise in real GDP over the past years. and the forecast of

continued sfong growth over the pe.iod of 1996 - 2005, is expected to generale higher incornes

and greater wealth and hence. continued strong growft in private consumprion. Privat€

consumption s share of GDP is anticipated to decline slighdy to 47.1 per cent in 2005.
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C.pita| Markea Rerilw Uol. I No. I , 1996

RM nillion 194 1995 2000

Averag€

1996 - 2000 2005

Average

2001- 2005

(Ea stowth) 27.6 21.2 9.1 7.8 8.1

RGDP 109915.00 \20309 11',7099.4 153006.9 256622.s 222691.6

('L srowth) 9.24 9.50 7.8 w 7.6 7.7

Source: Minisay of Fin ce. Econonic Repotl.

Bank Negffa Arndl R?p,|' and MIER estimates.

Table 16

Forccast of the Balance of PaJments and SatingJnvestme t Gap

7994 1995 2000 1996-2000 2005 2001- 2005

Merchandise balance/GNP 2.52 0.l1 9.7 2.3 I1.36 r1.4

serviceYGNP -9.4 -9.2 ,8.3 -8.35 -1.2 -'7.8

311.00 400.00 400.00 400.00 {00.00 400.00

-8055 12150 5322 -5991.8 23r19 16905

,6.7 -&80 L52 -2.3 4.1 3.6

thr

Source: Ministry of Finar,ce, Econanic Repon.

MIER estimates

Balance Of Paymenls

Under the baseline growth profile, lhe cunent account is expected to continue |o improve its

deficit position of 8.8 percent of Gross National Product (GNP) in 1995 to a smau suplus ol

around L5 percenr in year 2000. The surplus is lhen expecied to improve to around 4.1 percenr oI

CNP in year 2005. The trade balance is expected to improve beginning 1996 till the end of the

IMP2 culminating in a surplus of around I I percent of GNP The services deficit on the other hanc

is expected to show only ma.ginal improvenent during the New Industrial Master Plan period.

This view is based on the assumption that any improvemenr in the services balance comes from

long term policy initiatives which are now being formulated in part in the IMP2. We expect these

policies to have significanteffects on the import structurr olthe Malaysian economy. The services

balance of ihe balance of paymenls has other components such as education, travel, freighl anc

insurance add repatriation of profits. Sorne of these items .espond to the developmenr of the

10

-15

Imtr

Tabi

Mal
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categories showed that all (exception being SITC 7) categories have declined in then share of

impons between 1988 1994. SITC 7 (manufactured goods) increased its sbare from 45.1 per

cen! in 1988 to 60.1 Der cent in 1994 (Table 1.3a). A detailed analysis of SITC 6 and 7 at 5 digit

(Table 2.3) provides ,n insight inlo the type of imporls that are demanded by the domestic economy.

Capital Markea Rerier val,I Na. t, 1996

1:able 18

Shares of Impofis A.cording to SITC 4s percentages of Total Inports

E

SITC 6 consi

Total impons

this. textiles.

SITC 6. Simi

during the sar

to 42 per cenr

sitc 0 sitc 1 sitc 2 sitc 3 sitc 4 sitc 5 sitc 6 sitc 8 sitc 9

1987 9.29 0.60 4.03 1.46 0.6,1 ro.21 15_51 ,15.09 6.12 0.99

1988 8.84 0.48 ,1.19 5.35 0.62 11.05 r6.55 45.09 5_70 2.1l

1989 '7.51 0.39 4.10 4.78 0.44 8.90 16.42 41.95 5.31 4.07

1990 5.75 o.3'7 5.08 0.28 8.46 15.70 50.03 5.60 5.51

1991 5. i0 0.12 2.',]9 4.22 0.39 1.60 r5.79 53.72 5.60 4.11

199) 5.36 0.39 2.58 ,1.18 0.33 '/.93 15.78 54.40 5.58

1993 4.95 0.33 2.',78 3.62 0.3,1 15.08 55.',]4 5.55 4.06

t994 4.28 0.28 2.56 0.36 6.80 r3.88 60.1I 5.40 1.92

AYe (87-9,1) 6.39 0.41 3.26 4.66 0.42 8.57 15.59 51.52

Ave (91"94) 4.92 0.36 2.64 0.35 7.47 15.13 55.99 5.54 3.96

Source: Bank Negara Quanerly Bulletin

Figure 12

Share! or Mrjor Impons

198-

l98t

1989

199t

199l

199:

199:

he (87-94

Ave (91-941
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98 Capital Ma*eB Reriew UoL I No, t , t 996

Sectoral Ei
SITC 7 category impons consisl of (Table 20) power generating machinery machine tools, industrial

rnachinery, telecommunications equipment and electrical machinery The share of SITC ?'s impons

is 60.0 per cent of the total, and the detailed items show that only pan ofthose imports are uiilised

for manufacnrring.

Table 20

Selected SITC 6 and SITC 7 Two-digit Catesorr of Inpo s (RM ni ion)

f-+
t-t.'ry"
tNt"",'f""

F,"k..

Source: In(

With the Nelv IMP in place, we assrme that if various policies as suggested in the Plan are

implemented, sone of the imporls in SITC 6 and SITC 7 categories can be manufactured

domestically. For example, some of the fabdcs can be printed localy with the help of publici

private sector prcvision of dying/printing facilities. The introduction of machine iools industry or

furter revilalisation of machinery sector could funher reduce our dependency on impots We

Foject that these d€velopments can enhance the expected surplus in the trade bdance and thus

improve the posilion of the current account of the balance of paymenis

'000 (thoEs

E *"'.
I sro,n pt'*.;
l-tt*
, 
',,*,,o't.trr. (t )

Manufac!

l- ,m
I share (7a)

,t, ',^ 
(,

share (E )

Personal s

I srcwth 0
t,*",tt

RM million 1981 1993

62XXX Rubber products 137.0 3619.8

65XXX Textiles and Fabric 15',77.1 2125.3

- 655 Kniued Fabric

652 Coiton Fabric

67XXX lron and steel t28',7.6 4316.8

- 674 universals, flats and sheets

Totsl 3001.7 10661.1

As a perentaqe of total inpotls 9.11o 9.19o

72 Civil engineering plans and specialised machinery t412.9 5256.3

74 Mechanical handling €quipment t319.6 5510.1

76 Telecommunications t4t9.1 6862.5

77 Electrical related 8355.5 2Mt5.3

79 Transpon related - ships. boats, etc. 705.6 5148.2

Total 13273.-1 41192.6

As a percentaee of total inparls 11.61o 40.29o

Source: DRIA4cGraw-Hill
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100 Capital Mdrkea Rerietr uoLI No t1996

i. Apan fi

2005, fronr

INDUSTR

DOWNSII

Sowce: Ministry ofFinance, E.ononic Report,

Bank N egara ,4 r,ual R€p,r and MIER cstimates

L. Tabie 2I provides dara on employment shares in OECB count es and Korea. Table 22 provides

data onlabourforce and sect(ral employment lhare. Labour tbrce is expected lo grow at an average

of2.66 per cenl during 1996 - 2000 and 
'narginally 

drop to 2.55 pel cent avemge annual growth

during 2001 2005. Labour force is expected to reach 9.2 million in year 2000 and to reach 10 4

million tu 2005. Unernployment is expected to reach 4.5 per cenl nr 2005 fron a rale of2.74 per

cent in 1995.

2. Thc totalcmployment in the Malaysian econony stood at 1.62 million outofa tdrllabourforce

of 7.85 milljon at the end of 199.1, of which lhc lnanulacluring sector employed 1.88 miLlion.

amotrDting ro 24.6 pe. cent of the total cnplolinent in the economy. Thi,j xha.. is expected Lo

increase to 27.7 per cen! in the year 2000 and 28.4 per cem in 2005. The oPP2 lbrecast of 23.9

perccDt for the manulactudng seclor has already been acbicved by 1993. EmphyDlenl iD the

nanulacturing sector is expected to increase br'4.2 per cent and 2.7 percent respectively dudng

1996 2000aDd2001 2005. Employment in lhis sector is exlected !o feach 2.80 nrillbn in thc

year 20(15, from 1.88 milln r11 1994.

1.

3.

The

ra.gi

The

Mal:

Tota

Inlla

The ,

'000 ithoNandl 1994 1995 2000 1996-2000 2005 2001 - 2005

2088.00 2161.11 2565.58 2400.81 3156 2919.39

3.79 J.5J 3.49 3.29 4.23

shafe (%) 21.1 27.6 29.O 28.0 32.0 31.0

Govemment services 868.l0 869.39 902.38 890.16 986.-r7 950.03

0.32 0.15 0.13 4.75 2.40 t.8a

11.4 lr.1 10.2 it.0 10.0 r0.0

3596.r 3689.01 4219.91 ,1002.55 5129.13 471O.14

2.79 ).58 2,1J3 2.73 J.98

share (E) 11.2 11.1 11.',1 52.0 49.9

1623.20 7839.1',7 8784.90 8411.20 9952.49 9480.43

2.9E 2.84 2.19 ).3(l ).11 2.JJ

7846.00 8060.00 9191.6'l 8128.99 10,123.45 9916.6t)

2.87 2.73 262 2.66 :.iJ
222.80 224.53 406.11 311.19 110.96 436.17

U n en p I oym e n t r.)t e( c/a ) 2.81 ).71 1.13 3.64 1.52 4.14
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