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NIMP sets the
breakthrough agenda

IT is a pivotal moment for Malaysia’s
industrial development.

Malaysia’s manufacturing sector has to
accelerate the Fourth Industrial
Revolution, taking advantage of smart
technologies to move its production base
up the value chain while conforming to
environmental, social and governance
and meeting net-zero target.

Amid increasing geo-economic com-
plexity and the escalating impact of cli-
mate change, Malaysia needs a new gener-
ation of sustainable industrial transforma-
tion to lever up the economy to sustain
resilient and competitive advantage inter-
nationally.

The manufacturing sector remains one
of the primary engines of growth (2022:
24.1% of gross domestic product or GDP:
84.2% of total exports and 16.8% of total
employment) and had expanded at steady
rate of 4.8% per annum in 2015-2022
(4.9% per annum in 2011-2015).

The New Industrial Master Plan (NIMP)
targets to increase the manufacturing sec-
tor's value-added by 6.5% per annum to
RM587.5bil by 2030 (RM364.1bil in 2022);
employment growth of 2.3% per annum to
3.3 million in 2023 (2022: 2.7 million per-
sons); while median salary will increase
by 9.6% per annum to RM4,510 in 2030
(2021: RM1,976).

The country has prematurely deindus-
trialised since early 2000s, mainly due to
increased global competition and slow
progress in moving up the value chain.

Malaysia’s Economic Complexity Index
ranking (24th in 2021), which indicates the
productive capability of an economy, was
lagging behind advanced economies (first
for Japan, fourth for South Korea and
sixth for Singapore); other developing
regional peers are fast catching up (29th
for Thailand); and labour productivity
growth has moderated and stagnated
(2.3% per annum in 2013-2022).

Our regional peers are receiving more
foreign direct investment (FDI) inflows in
recent years.

During the period 2017-2022, Malaysia
registered FDI inflows of US$9.4bil per
year compared to US$96.4bil per year for
Singapore, US3$20.9bil per year for
Indonesia and US$15.8hil per year for
Vietnam.

The Philippines is catching up fast
(US$9.2hil per year) while Thailand’s FDI
has dwindled to US$7.1bil per year.

The NIMP 2030 sets the breakthrough
agenda for Malaysia’s manufacturing sec-
tor’s next take-off in the new green indus-
trial age.

The NIMP maps out a comprehensive
industrial direction, strategies and ena-
blers with the aim of positioning Malaysia
for new growth catalytic sectors and
industries in the decades ahead.

The NIMP 2030 calls for a “Whole-of-
Nation” approach and adopts a mis-
sion-hased approach to drive the manu-
facturing transformation in four ways:

> Advancing economic complexity,

Strategic planning is hard but the real
challenge is execution. Without a careful and
planned approach to execution, strategic goals

cannot be attained.

> Tech-up for a digitally vibrant nation,

> Pushing for the net-zero target, and

> Safeguarding economic security and
inclusivity.

The master plan will chart a new gener-
ation of sustainable industrial policies,
underpinned by four enablers, 20 strate-
gies and 56 action plans.

Domestic manufacturing industries
have to strengthen their resilience and
competitiveness to counter operational
challenges caused by geo-economic con-
flicts that disrupt supply chains, resource
scarcity that threatens energy and utilities
security, and adverse climate change dis-
ruptions.

The identified five pivotal sectors are:

> Electrical products and electronics,

> Chemnical and chernical products,

> Advanced materials,

> Aerospace, and

> Healthcare (including medical devices
and pharmaceuticals).

All industries will be driven strategical-
ly to embrace these four missions for
reconstructing and developing a solid and
sustainable manufacturing sector and
also for exporting resilience.

The services sector must also move up
the value chain to support the manufac-
turing sector.

While the lead agencies and parties
involved were identified to implement the
mission-based projects, accountability
and responsibhility are therefore critical to
ensuring a successful implementation of
the mission-based projects.

We need a strong accountability to
ensure alignment and coordination
among the stakeholders and parties to
clearly define the project scope and deliv-
erable.

Roles and responsibilities across minis-
tries on investment issues tend to be
unclear and sometimes lack co-ordina-
tion.

Hence, an effective implementation of a
one-stop centre is a crucial investment
facilitation mechanism wherehy relevant
ministries and government agencies are
coordinated at a single point to provide
prompt, efficient and transparent services
to investors to shorten and simplify
administrative procedures and guidelines
ultimately, thereby removing bottlenecks
faced by both local and foreign investors
in establishing and running businesses in
Malaysia.

Investment climate reforms are neces-
sary. While the government has made
efforts on transparency, the rule of law,
weeding out corruption and strengthen
the quality of institutions, they have not

been sufficiently consistent to improve
investor confidence and ensure responsi-
ble business practices by both foreign and
domestic companies.

The government has to bolster collabo-
rations between the federal government,
state governments and local authorities to
facilitate investment.

We support the Investment, Trade and
Industry Ministry’s efforts to streamline
the 31 Investment Promotion Agencies,
with the Malaysian Investment
Development Authority leading the way.

Domestic direct investment (DDI), espe-
cially by micro and SMEs (MSMEs), are
crucial for supporting industrial ecosys-
tem.

The inclusion of DDI as a key perfor-
mance indicator is a positive step to facili-
tate and raise the quality of domestic
investment.

MSMEs should be provided with oppor-
tunities to gradually scale up their indus-
tries through horizontal and vertical inte-
gration as well as to embrace green prac-
tices,

This necessitates capital investment in
advancing technological and digitalisation
capabilities, ensuring an ample supply of
highly skilled and knowledge-based
human capital, and more importantly,
access to financing, grant and develop-
ment fund.

It is estimated that a total of RM95bil
will be invested throughout seven years to
implement NIMP, predominantly coming
from the private sector.

We support the action plans to mobilise
the financing ecosystem (financial institu-
tions and capital market), including the
introduction of the NIMP Strategic
Co-Investment Fund and NIMP Industrial
Development Fund to support strategies,
action plans and mission-based projects as
well as for industries and businesses,
especially MSMEs.

However, the NIMP did not provide an
estimation of the amount of financing and
funds needed to support the industrial
transformation.

As SMEs often encounter challenges in
accessing financial resources and credit
facilities, it is therefore necessary to
broaden the range of financing instru-
ments available to SMEs and entrepre-
neurs, by improving understanding about
a full range of financing instruments they
can access in varying circumstances, and
by encouraging discussions among stake-
holders about new approaches and inno-
vative policies for SMEs and entrepre-
neurship financing.

For SME green facilitation, we proposed:

> The creation of a web-based tool in
partnership between the industry associa-
tions and environmental regulator to pro-
vide free environmental guidance to
SMEs; and

> The provision of an ESG assessment
toolkit to guide SMEs embark on their ESG
journey by identifying gaps in their man-
agement system hased on the 12 ESG indi-
cators identified.

Manpower and integration with tech-
nology is integral for the industrial trans-
formation. Swift action must be taken to
review and address the manpower plan-
ning and development programmes.

These include the supply of skilled man-
power; adaption; and reskilling and
upskilling of workers that are future
proof, including the hiring of foreign tal-
ent to supplement domestic pool of work-
force.

The quality assurance of Technical and
Vocational Education Training has to be
revamped and enhanced.

We support the implementation of the
multi-tier levy model to reduce over-de-
pendency on low-skilled foreign workers,
but the levy must not be too steep during
the transition period as it would be signif-
icantly burdening the employment and
operating costs of MSMEs.

The implementation of Progressive
Wage System on a voluntary basis and
incentive-based approach for MSMEs for
the skill set categories along with the min-
imum wage must be productivity-linked.

‘We support the action plans to drive
promotional activities of Free Trade
Agreements (FTAs), including the Regional
Comprehensive Economic Partnership
(RECP) and the Comprehensive and
Progressive Agreement for Trans-Pacific
Partnership (CPTPP) and export consortia,
given the low utilisation rate and aware-
ness among the business community.

We propose:

> The design of a tariff finder to support
traders to maximise benefits from the
RCEP and CPTPP to help businesses, to get
up-to-date information on the preferential
tariffs and the rules of origin criteria used
to determine a product’s eligibility for
preferential tariff treatment, and

> The setting up of a one-stop advisory
centre for all FTA-related enquiries from
businesses; gather feedback on tariffs and
non-tariffs issues for better trade and
investment facilitation.

Strategic planning is hard but the real
challenge is execution. Without a careful
and planned approach to execution, stra-
tegic goals cannot be attained.

Hence, we need a pragmatic approach
to monitor and track the progress of the
proposed action plans and mission-based
projects; and make timely interventions
and facilitation across collaborations
between ministries and agencies as well
as provide resolutions to achieve the deliv-
erables.
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