
Interim Country Partnership Strategy: Malaysia, 2011-2012 

 

Supplementary Document 
 

I. MACROECONOMIC ANALYSIS 
 
A. Introduction 

1. ADB‟s proposed Interim Country Partnership and Strategy (ICPS) with Malaysia will 
outline how ADB can work with Malaysia in its national development program and partner with 
the country as an emerging regional donor. This will be an opportunity for ADB supporting 
Malaysia in its implementation of the Tenth Malaysia Plan (2011-2015). One of the core tasks in 
accomplishing the ICPS would be to review macroeconomic conditions and, particularly, 
analyze the middle-income trap. This review would enable identification of key areas of ADB‟s 
support and intervention based on its comparative advantages.  
 
B. Macro-Economic Overview 

2. Malaysia is one of the 13 countries in the world that successfully sustained growth of 
more than 7% over the past 25 years. For Malaysia the key factors that contributed to their 
success included openness to the global economy, macroeconomic stability, future orientation 
exemplified by high investments and savings, effective functioning of markets as the basis for 
resource allocation and mobility to support structural transformation for sustained economic 
growth.  
 

Table 1: Per Capita GDP (nominal, 2009) 

 2007 2008 2009 2010 

Real GDP Growth (%) 6.5 4.8 -1.6 7.0 

Current Account / GDP (%)  15.9 17.5 16.5 14.8 

Fiscal Balance / GDP (%) 1.5 -5.6 -3.8 -1.3 

Inflation Rate (%; annual charge) 2.0 5.4 0.6 1.7 

Money Supply (M2) Growth (%) 9.5 13.4 9.5 7.1 

International Reserves (gross, $ million) $101.3 
billion 

$91.4 
billion 

$96.7 
billion 

$106.6 
billion 

Source: ADB, Asian Development Outlook database; Bank Negara Malaysia, Monthly 
Statistical Bulletin (December 2010) and Quarterly Bulletin (Fourth Quarter 2010); and 
World Bank, World Development Indicators Online. 

 
3. During the period 2007-2010, outlined in Table 1 above there was a strong recovery in 
2010. While public consumption was flat in real terms, reflecting the reduction (in nominal terms) 
of operational expenditures as part of the Government‟s fiscal consolidation efforts, private 
consumption rose by 6.6%, buoyed by positive consumer sentiment, favorable labor market 
conditions, and rising credit to households and businesses. Investment, as measured by gross 
fixed capital formation, including public investment, surged by 9.4%. Private sector investment 
benefited from the expansion in production of domestically-oriented industries amid a sustained 
increase in the level of capacity utilization in the domestically-oriented manufacturing sector (to 
75% of total capacity). This is important since private investments have been stalling in the 
recent years. The recovery in the expansion of exports of goods and services (9.8%) was more 
than offset by stronger growth of imports of goods and services (14.7%).   
 
4. On the supply side, growth was supported by a relatively strong recovery in the 
manufacturing sector (11.4%), notwithstanding relatively weaker external demand for Malaysian 
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manufactured products, and continued robust growth in services (6.8%) and construction 
(5.2%). The recovery of manufacturing production, which accounts for just over a quarter of total 
output, was driven by strong growth in domestic-oriented industries; most notably, in the 
construction-related (18.8%) and consumer-related clusters (13.3%). The expansion in export-
oriented industries was led by a very strong recovery in the production of electrical products 
(47.4%) and rubber products (20.8%), and a more moderate expansion in chemicals and 
chemical products (11.3%). The expansion of the services sector, which accounts for 58% of 
total output, was broad-based across all sub-sectors. The strongest recoveries were in real 
estate and business services, transport and storage, wholesale and retail trade, and utilities. 
Construction activity reflected a recovery in the residential sub-sector, expansion in office and 
retail spaces, and further progress in the implementation of infrastructure projects.  
 
5. Average headline inflation, as measured by the annual percentage change in the 
consumer price index (CPI), increased to 1.7% in 2010, from 0.6% in 2009, reflecting for the 
most part higher prices of food. Core inflation, which excludes the more volatile prices of food 
and non-alcoholic beverages, has been edging up steadily since February 2010, and reached 
1.8% in December 2010, or an average of 1.3% for the year, compared to -1.1% in 2009. As 
private sector demand rebounded strongly in the first half of 2010, Bank Negara Malaysia 
(BNM), the central bank, unwound a good part of the 2009 monetary stimulus injected in 2009 
by raising the overnight policy rate (OPR) three times between March and July 2010, by a 
cumulative 75 basis points, to 2.75%. Since then, the OPR has remained unchanged.  
 
6. In U.S. dollar terms, total merchandise exports rebounded in 2010, by 26.4%, to 
US$198.5 billion, following a contraction of 21.2% in 2009, recovering to the level of exports 
achieved in 2008. Exports of electrical and electronic (E&E) products, which account for 40% of 
total exports, rebounded by 20%, while other manufactured exports, accounting for an additional 
15% of total exports, expanded by 29.2%. The top five export destinations were Singapore, the 
People‟s Republic of China, Japan, the United States, and Thailand, representing just over half 
of total exports. Total imports rebounded faster than exports, surging by 33.1% in 2010, to 
US$164.3 billion, more than offsetting the 16.7% contraction in 2009. Imports of intermediate 
goods, which account for over two-thirds of total imports, surged by 33.6%, followed by a 
recovery in imports of capital goods (27.1%) and consumption items (20.4%). The trade surplus 
of US$34 billion remained broadly unchanged from 2009 in U.S. dollar terms. 
 
7. Notwithstanding three decades of stellar performance, and the strong rebound in 2010 
(shown in Table 1), which enabled Malaysia to provide for the health and education of its 
people, largely eradicate poverty, build a world class infrastructure, and become a major 
exporter globally, the country finds itself stuck in a middle-income trap (per capita GDP is 
around $6,100 in 2010) in which policies and strategies employed to attain the current level of 
development are now inadequate to take it to the next stage. Indeed, there are indications that 
Malaysia‟s growth engine is slowing. The private investment-to-GDP ratio has decreased to 
below 25% of GDP for a decade compared to rates of over 30% of GDP in the mid-1990s. 
 
C. Middle-Income Trap 

8. Middle-income trap defined. Middle-income trap can be defined as the inability of 
countries to move beyond the middle-income categories. In general, countries at earlier stages 
of development could use their low levels of development, characterized also by low levels of 
wages, to their advantage by jump-starting growth through labor-intensive manufacturing. A 
structural shift from agricultural production into manufacturing could lead to an initial burst of 
higher productivity and provision of higher value services as capital and labor move towards the 
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more productive segment of the economy. This has indeed been the initial strategy of export-led 
success stories in Asia. 
 

Table 2: High and middle income country groups 

High income Middle income 

Group 1  Group 2 Group 3 

HI before/in 1965 HI after 1965 MI continuously 1987-2009 
n=17 n=14 n=28 

Europe Europe Europe Latin America 

Austria Croatia Belarus Argentina 
Belgium Czech Republic Lithuania Bolivia 
Denmark Hungary Romania Brazil 
Finland Poland Russia Chile 
France Slovakia  Colombia 
Germany  Asia Costa Rica 
Italy Greece Malaysia Dominican Republic 
Netherlands Ireland Philippines El Salvador 
Norway Portugal Thailand Guatemala 
Sweden Spain  Mexico 
Switzerland  Africa/Near East Panama 
United Kingdom  Jordan Paraguay 
 Asia Lebanon Peru 
N. America/Oceania Hong Kong, China Morocco Uruguay 
Australia Japan  South Africa  
Canada Rep. of Korea Syria  

New Zealand Singapore Tunisia  
United States Taipei,China Turkey  
    
Near East    
Israel    
Note: The initial sample from World Development Indicators (World Bank 2010) included 200+ territories and countries. 
Source: Vandenberg et al. (2011).  

 
9. Analysis of middle-income trap causes1. Looking at the experiences of countries 
worldwide in the past century, it is clear that moving from middle-income to high-income group 
is not an easy feat. Very few countries have managed to do so in the past five decades post 
World War II. In a comprehensive study of over 200 economies and territories, Vandenberg, 
Poot, and Zhuang (2011) found that only 14 economies manage this transition to high-income 
after 1965.2 In fact, only 5 economies in Asia have succeeded in moving to high income group, 
namely: Hong Kong, China; Japan; Republic of Korea; Singapore; and Taipei,China (see Table 
2). It is notable that these 5 East Asian economies are the only economies outside of Europe 
that has graduated to high-income status over the past half century. 
 
10. More strikingly, there are more countries „stuck‟ in the middle-income group than there 
are those who succeeded in beating the trap. As Table 2 shows, a total of 28 countries have 
been classified as middle income continuously over two decades from 1987 to 2009, with Latin 
American countries accounting for half of this group. This might not seem surprising given the 
voluminous literature devoted to Latin America‟s lost decades3, and the marked difference in the 

                                                
1
  ADB. 2011. Asia 2050: Realizing the Asian Century. Manila: ADB. The publication mostly uses Korea as a useful 

benchmark on escaping the middle income trap, 
2
  Vandenberg, Poot, and Zhuang (2011) use data from World Development Indicators, and excluded economies with 

less than 3 million population and those that are members of the Organization of Petroleum Exporting Countries 
(OPEC). They proceeded to divide the countries into income groupings based on World Bank‟s classifications.  
Using 2009 GNI per capita, the corresponding definition is as follows: low income, $995 or less; middle-income, 
$12195 or less; high-income, $12,916 or more. 

3
  For example, Argentina was one the world‟s richest countries in early 20

th
 century. 
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type of goods exported in Latin America – which are both agricultural and natural resource 
dependent. Notably, the „stuck in the middle-income‟ group also includes 3 of the Asian “Tiger 
Cub” economies: Malaysia, Philippines, and Thailand.4 These three countries have been high 
performers in the region, and are now facing challenges in their quest to move further beyond 
into the higher income group. 
 
11. A slowing of economic growth is often a precursor of stagnation, and that is strongly 
associated with unsuccessful structural transformation and a slowdown in productivity. In a 
recent comprehensive study on growth slowdowns, Eichengreen, Park, and Shin (2011) 
investigate episodes of growth slowdowns between 1957 and 2007.5 Next, they ask which 
component of the growth-accounting framework accounted for the bulk of the slowdown. They 
found that among capital input, labor input, human capital input, and technical change – it is 
clearly the slowdown in technical change (as measured by total factor productivity) that is 
driving these growth slowdowns. They estimated that growth slows down when the share of 
employment in manufacturing is 23 percent, and when income per capita in the late-developing 
country reaches 57 per cent of that in the country that defines the technological frontier. In 
addition, other country characteristics and policy variables significantly associated with a 
slowdown include a low consumption level as percentage of GDP, higher old-age dependency 
rates, lack of openness to trade, and dramatically undervalued currencies.6   

 
Figure 1: Stages of Catching Up Industrialization 

 
  Source: Ohno (2010).  

                                                
4
  Indonesia and the PRC are not included in this group because both countries were still low-income for some years 

between 1987 and 2009. 
5
 They define growth slowdowns by three conditions requiring that: (i) the seven-year average growth rate is 3.5 

percent or greater prior to the slowdown, (ii) the decline in seven-year average growth rate exceeds 2 percentage 
points, and (iii) per capita GDP is greater than $10,000 in 2005 constant prices (to rule out growth crisis in 
developing economies). Eichengreen, Barry, Donghyun Park, and Kwanho Shin (2011). “When Fast Growing 
Economies Slow Down: International Evidence and Implications for China”. National Bureau of Economic Research 
Working Paper 16919. 

6
   Other variables they investigated include (i) demographic variables such as fertility rates, age dependency ratios, 

(ii) economic variables such as manufacturing employment share, openness to trade, financial openness, (iii) 
political variables such as polity indices, democracy indices,  and (iv) policy variables such as inflation, inflation 
variability, exchange rate variability, debt-to-GDP ratio. 

Rep. of Korea,  
Taipei,China 
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12. Prolonged slowdown in growth rates eventually leads to a stagnation of income, which 
could happen at any level of economic development. Ohno (2010) described catch-up 
industrialization in four stages, and countries progressed to the next stage by incorporating and 
establishing industries passed down from first-tier countries to the next and down the line.7 
Technological diffusion in East Asia, originating from Japanese, EU, US, chaebols, overseas 
Chinese multinational corporations and such, is enabled by the interlinked production network in 
the region. In this framework, the middle-income trap refers to the failure in internalizing skills 
and technology which results to countries getting stuck at Stage 2 of industrialization. The 
production of higher value goods require productive local enterprises embedded in systems of 
local innovation and technological adaptation – and it is precisely this failure in developing 
robust up-stream and down-stream supporting industries that characterized an unsuccessful 
structural transformation from Stage 2 to Stage 3 and beyond.  
 
13. The requirements for successful structural transformation could be characterized as 
follows: 
 

o Effective human resources, especially industrial human capital; 

o Efficient and reliable logistics and infrastructure including energy supplies; 

o Good supporting industries to capture technological spillovers; 

o Robust local innovation to push technological frontier beyond its current level; 

o Openness to trade provides inputs, creates disciplining competition, and 
improves access to markets; 

o Sound financial system; 

o Stable macroeconomic environment; 

o Reasonable incentives for keeping returns to investment; and  

o Reasonable inequality (inclusive growth) 
 
The above would be the basic ingredients to establish a robust, local and integrated 
manufacturing chain that is able to deepen its production networks as opposed to low-linkage, 
low-cost, labor-intensive mass production technologies. Yet, the implementation and success of 
such industrial deepening depends crucially on policy capability. Vandenberg, Poot, and Zhuang 
(2011) noted that policy guidance and program support have been crucial in East Asia, but the 
manner in which this is implemented is supremely important: relations between government and 
private sector has to be devoid of rent-seeking and/or regulatory capture.  
 
14. Indeed policy capability is required to identify which of the above ingredients are missing 
and to design appropriate incentive mechanisms to correct for the relevant market and 
institutional failures. Hausmann, Rodrik, and Velasco (2006) argue that one-size-fits-all is not 
helpful in guiding the sequences and priorities of policy reform.8  Given resources and budgetary 
constraints, governments have to make choices, and policy capability will help „get the diagnosis 
right‟ in pinpointing the most limiting constraints and distortions that prevents economies from 
fulfilling their potential growth. If done judiciously, this type of growth diagnostics could be 
helpful in helping countries break through their middle-income trap. 

                                                
7
 Ohno, Kenichi (2010). “Avoiding the Middle Income Trap: Renovating Industrial Policy Formulation in Vietnam”.  

National Graduate Institute for Policy Studies (GRIPS) Working Paper. 
8
 Hausmann, Ricardo, Dani Rodrik, and Andres Velasco (2006). “Getting the Diagnosis Right”. Finance and 

Development, Vol. 43, No.1. 
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15. Malaysia and middle-income trap. Malaysia has been one of the success stories of 
development, with an impressive record of poverty reduction since its independence in 1957. 
However, it is also one of the countries that have been stuck in the middle-income group 
continuously from 1962-2009. The 10th Malaysia Plan recognizes that “as an economy, 
Malaysia risks getting caught in a middle-income trap, being neither a cost imitator nor a high 
value add innovator. Strategies, which were useful in driving out transformation from a poor 
country, reliant on rubber and tin at independence, into a diversified upper middle-income 
economy, seem ill equipped for the next stage of our developmental journey.”9 
 
 Figure 2: Private Investment  

 

Figure 3: Technological Sophistication 

 
Source: Khor (2010), based on data from UN-
COMTRADE from 1987 to 2007.  

 
16. Malaysia certainly exhibited several characteristics of countries stuck in the middle- 
income trap. Private investment is slowing down dramatically, and actually shrank in 2008. The 
technological sophistication of Malaysia‟s exports started declining in the past decade. More 
worrisome is the failure of the industrialization push to move the production of Malaysia‟s goods 
into higher value added areas despite decades of protection and targeting. Using the product 
space map developed by Hidalgo (2009), the goods in which Malaysia has developed 
comparative advantage are still situated away from the core of the product space, which 
consists of industrial goods. Although the electrical and electronics clusters have become part of 
Malaysia‟s comparative advantage, many of Malaysia‟s other exports -  denoted by squares on 
the product space - are located at the periphery of the product space mainly in the natural-
resource intensive sectors (Figure 4). This has several implications: goods located at the core 
requires common capabilities to produce, hence the mastery of one technology will allow 
countries to produce the next with shorter learning curve. On the other hand, goods at the 
peripheral nodes do not have as much common technology with other goods. Thus, countries 
would face a steeper learning curve in order to learn to produce those goods. Given the rarity of 
leap-frogging success, this often implies a slower growth trajectory for countries trying to 
expand their technological frontier.   
 

17. In general, the trajectory of higher growth, and higher-value added production would 
require countries to move further into the core of this product space tree. To do this successfully 
requires policy coordination and a vibrant private sector. Yet private investment in Malaysia is 
slowing down. Using the diagnostics framework laid out by Hausmann et al. (2006), the issue 
seems to be low returns to investments in Malaysia, given the ample savings and the recent 

                                                
9
  The Tenth Malaysia Plan, p.3. 
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trend of direct investments abroad.10 To address this, Malaysia would need to resolve the low 
appropriability of its economic investments. This would require policymakers to further enhance 
human capital development, pinpoint the sources of both market and institutional failures, and 
provide a sound macro and micro environment that would be friendly to business. Vandenberg 
et al. (2011) also point out that the effectiveness of these measures would be enhanced by a 
robust financial system, lower levels of inequality, and better infrastructure, notably transport 
and power.11 
 

Figure 4: Malaysia’s Exports Are Not In the Core of the Product Space 

 
Source:  Khor (2010).

 12
  

Note: Product space maps for 1985 and 2000 come from Hidalgo (2009). For 2008, the author produced the map 
using detailed trade data from UN-COMTRADE from 1987 to 2007. Each node in this tree represents an exported 
product in the world. The tree thus comprised of all the exports in the world. Nodes that are linked to another denote 
a similarity in the capabilities required to produce the good. The center core of the tree denotes industrial goods that 
are very „close‟ to each other. The nodes at the periphery do not generate large amounts of learning externalities and 
spillovers, and are mostly resource-intensive goods. 

  
D. Overview of Government’s Policy Framework  

18.  In addressing the main challenges as noted above, the Government‟s states that its 
development strategy should be inclusive-growth based, internally driven whilst being externally 
responsive. The TMP strategy is designed to drive transformation to high income status – 
through specialization and efficient harnessing of growth potential. The TMP suggests 
prioritizing domestic productivity-led growth and innovation for transformation to high-income 
through specialization and leveraging on economic strengths and social diversity. The key 
components of this new economic model have been outlined as below:  
 

                                                
10

 The red squares denote problematic areas as compared to other peers. While average schooling in Malaysia has 
increased in recent decades, it still falls short in tertiary schooling, ranking 60

th
 out of 146

th
 countries (see Table 2). 

11
 Vandenberg, Paul, Lilibeth Poot, and Juzhong Zhuang (2011). “The Middle Income Trap: Characteristics, Policies, 
and Lessons for the People‟s Republic of China”. Unpublished manuscript. 

12
 Khor, Niny (2010). “Growth Diagnostics of Malaysia: A Preview”. Unpublished manuscript; and Hidalgo, Cesar 
(2009). The Product Space and the Wealth of Nations. http://www.chidalgo.com/productspace/ 
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 Re-energizing the private sector to drive growth – Firing up the private sector will 
stimulate a jump in investment in high value added products and services, 
generating sustained growth and high income. 

 

 Developing a quality workforce – Policies will focus on generating a talented 
workforce to meet the needs of a high-value knowledge economy while wage-
restraining labor market distortions, such as indiscriminate use of foreign labor, will 
be removed. 

 

 Creating a competitive domestic economy – Subsidies, price controls and a myriad 
of distortion-creating incentives will be phased out. The impact on the vulnerable 
groups will be cushioned with an enhanced social safety net. 

 

 Transparent and market-friendly affirmative action – To truly foster equal and fair 
economic opportunities, affirmative action programs will continue but will aim to 
achieve their objectives by removing the rent-seeking and market distorting features 
which have limited their effectiveness. 

 

 Building the knowledge base and infrastructure – The key focus here is to promote 
an environment for innovation by strengthening the delivery of high quality education 
that nurtures innovation and technology. 

 

 Enhancing the sources of growth – Malaysia will leverage its natural endowment and 
sectors of comparative advantage as the main sources of high value added growth, 
maximizing spillover effects into new areas of activities. 

 

 Ensuring sustainability of growth – Preserving Malaysia‟s natural resources and 
safeguarding the interest of future generations will be complemented by sustainable 
public finances through stringent fiscal discipline. 

 
19. Premised on these policy thrusts, the 6.0% average growth target during the Tenth Plan 
period is based on an assumption of expanded domestic demand, primarily from greater 
dynamism of private investment and overall corporate economic efficiency. Key targets include 
(a) maintaining full employment (with growth in employment at 2.4% per annum); (b) pushing for 
productivity-led growth through higher levels of input from human capital technologies and 
entrepreneurship development. The TMP included strategies on diversifying export markets, 
sustaining a surplus in balance of payments, efficiency of fiscal instruments and sustaining 
growth in private consumption. Success in meeting such challenges should be possible through 
upgrading physical infrastructure to enhance access and connectivity, focusing on corridors 
around clusters and developing National Key Economic Areas (NKEAs), addressing socio-
economic inequalities and sustaining progress achieved in standard and quality of life. 
 
20. Overall, the TMP recognizes Malaysia is at a critical phase of economic transformation 
towards Vision 2020. Implementing the TMP will be carefully monitored and policy adjustments 
tailored to support proposed reforms in achieving the New Economic Model. The ultimate 
objective is to enable the nation to become a high-income and developed country by 2020. 
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E. Implications of Gender for Economic Development   

21. Gender development is an important economic issue.13  Accordingly, this section briefly 
provides an overview on the current status for women in Malaysia.  Overall, the situation for 
women in Malaysia has been improving over time as the Government continues to implement 
legal amendments designed to eliminate discrimination. Much of this progress can be attributed 
to increased access to education for women and greater awareness of their legal rights.   
 
22. Current status. In terms of education, Malaysia has achieved gender parity in literacy 
for the 15-24 age group. It has also achieved gender parity at all levels of education from 
primary to secondary, but not in all the tertiary fields of study. 
 

Figure 5: Enrolment in government and government-assisted  
higher educational institutions by level of education, 2001–2009 

 
Source: Ministry of Education and Ministry of Higher Education, Malaysia (2010).  
a
 Polytechnics, institutes of teacher education, community colleges, and Tunku Abdul Rahman College. 

 
Table 3: Proportion of female student enrolment in higher education by level, 2009 

Type of 
institution 

Certificate Diploma Degree Postgraduate 
diploma 

Masters PhD Total 

Public  59.3 59.1 62.5 74.4 54.2 39.4 60.3 
Private  46.2 57.9 50.5 51.9 43.2 35.8 52.4 

Source: Ministry of Higher Education.  

 
23. In terms of labor force participation, women‟s labor force participation has remained 
consistently lower than men at 45% for the past 3 decades. Among industries, there is a higher 
share of women working in the non-agriculture rather than the agriculture sector. Despite some 
movement of female workers into higher paying occupations like technicians and professional 
occupations, the crude gender wage gap remains largely unchanged in 2007 compared to 10 
years ago at 28% below wages for men.14 Women hold two-thirds of public service jobs and 

                                                
13

  A detailed social/gender analysis will be prepared for the full CPS.  
14

 EPU & UN (2011) Malaysia: The Millennium Development Goals at 2010. 
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occupy middle-management positions but remain under-represented in top management jobs in 
public service.  
 

Table 4: Labour force participation rate by gender, 1980–2008 

 1980 1990 1995 2000 2001 2002 2003 2004 2005 2006 2007 2008 

Male 85.9 85.3 84.3 83.1 82.3 81.5 82.1 80.9 80.0 79.9 79.5 79.0 
Female 44.1 47.8 44.7 47.2 46.8 46.7 47.7 47.2 45.9 45.8 46.4 45.7 
Total 64.9 66.5 64.7 65.4 64.9 64.4 65.2 64.4 63.3 63.1 63.2 62.6 

Source: Malaysia, Department of Statistics, Labour Force Survey Report, various years. 
Note: 1980 refers to the first Labour Force Survey of 1982. 

 
Figure 6: Public service staff by position and gender, 2000–2008 

 
Source: Public Services Department 

 
24. Women in Labor Force and Business. The participation of females in the labor-force 
rise and peak in the early age group of 25-29 but women drop out of the labor force, mostly 
likely during their child-bearing and child-rearing years and do not return after the age of 30. 
Gender experts have recommended that there should be more affordable childcare facilities in 
the country to help working women or those who want to re-enter the labour force. The 
Government grants a 10 % corporation tax exemption for employers to establish childcare 
centres but few companies have taken up this offer. Although there are over 500,000 
companies are registered with the Social Security Authorities, only 1,831 registered childcare 
centres had been established in 2007. Those that are established are expensive. The 
Government provides a subsidy of RM180 per child to civil servants whose monthly household 
income was below RM3,000. In a World Bank enterprise survey, the percentage of firms with 
female participation in ownership in Malaysia stands at 13% as of 2007. Specifically, the highest 
participation of women in business ownership is small businesses at 19%. This is followed by 
medium-sized firms at 15%, and large business owned by women is at 8%15. 
 
25. Government’s Policy Framework. From a policy perspective, the establishment of the 
Ministry of Women, Family and Community Development in 2001 marked a significant move to 
enhance women‟s progress and mechanisms for effective partnership between the Government 
and various civil society organizations. In addition, the Cabinet Committee on Gender Equality 
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 The World Bank Group, Enterprise Survey, Malaysia, 2007, http://www.enterprisesurveys.org (August 2011). 

http://www.enterprisesurveys.org/
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was also created, headed by the Prime Minister. Further, the National Advisory Council for 
Women is represented by top women leaders to advice on policy and legislative formulation.  
The National Council for Women and Family Development has been formed at the state and 
parliamentary constituency levels to provide the link with the grassroots. Recently, the Prime 
Minister announced that the Government will compel the corporate sector to have at least 30% 
women in decision-making positions by 2016. This move was an extension of a similar 
Government policy introduced in 2004 for the public sector, which saw an increase in women 
participation from 18.8 per cent that year to 32.3 per cent in 2010. 
 
F. Focus of ADB Support 

26. Key strategic objectives and directions of the ADB‟s ICPS match ADB's Strategy 2020 
priorities with selective actions on easing key development constraints identified in the TMP - 
specifically in moving the economy up the value chain with a lead role for private sector 
engagement in regional cooperation, and by application of tools for economic modeling and 
monitoring of social and poverty indicators. Based on a review of the TMP, ADB and Malaysia 
have therefore focused on the following, key areas: 
 

(i) Enhance Private Investments: Additional work is needed to ensure that private 
investments are catalyzed in order to increase the economic growth rates and 
provide additional economic opportunities in the poorer regions;  

 
(ii) Ensure Market Linkages: Continued emphasis on trade development via better 

linkages to the global and regional markets. Physical infrastructure is an 
important component of this market connectivity, complemented by export 
financing; and 

 
(iii) Enhance Capacity and Knowledge Development: Continued support for research 

into the critical developmental issues, ranging from macro-economic to private 
sector-led issues, need to be undertaken to both monitor progress through a 
period of transformation and have effective preparation of best practice, catalytic 
PPP / private sector investments in infrastructure.  

 
27. Given the status of Malaysia as a middle-income country, and based on its progress / 
achievements, as well as the comparative advantages of ADB assistance, focused selectivity in 
sector / thematic support is being pursued.   
 
 
 




