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How does your country get on an economic  growth trajectory?

• It’s a jungle out there – how does your country differentiate itself? 

• What options do you have and what results can you achieve, given your 
limitations and political short-termism?

• From a long term historical perspective, current world growth has been one 
of the slowest 

• The best (growth) performers has been from Asia, Japan at 8% (1950-1973),  
South Korea  at 6.6% (1973-1990), and China  at 7.7% (1990-2005). 

• Which country is next to promote?

• What is the common underlying reason for these rapid growth spurts?

 Structural changes – from low productivity to high productivity 
activities

 Developing industrial capabilities rather than focusing on their 
comparative advantage, as part of a more dynamic economic 
management strategy



Why do countries experience rapid economic growth?



What are the common or uncommon factors of these 13 countries?

• Every region of the world is represented – fast growth occurs in every corner of 
the world, where there is capable leadership and competent administration

• Some countries are as big as the combined size of several countries; others are 
small like city states. 

• Some of the countries are rich in natural resources; the rest are not.

• One country is the world’s most populous country while another has a population 
well below 500,000 (Malta).

• Six of the economies (Hong Kong, China; Japan; Korea; Malta; Singapore; and • Six of the economies (Hong Kong, China; Japan; Korea; Malta; Singapore; and 
Taiwan, China) continued to grow all the way to high-income levels. But several of 
the others lost some or all of their growth momentum long before catching the 
leading economies

• They maintained macroeconomic stability, modest inflation,  and high rates of 
saving and investment over the growth period

• Their economies exploited global demand trends and were in sync with the global 
big brother economies

Conclusion: There are some similarities but overall, there is no cookie cutter path to 
sustained economic growth



What is Malaysia’s Economic Challenge

• Malaysia jumped to lower income to a middle income economy by changing from 
natural resources based agricultural and manufacturing based economy to 
electronics manufacturing.

• But to reach developed nation status require evident improvements in human 
capital and institutional integrity to successfully undertake a higher complexity 
economic track

• These skills are required for Malaysia to undertake more complex engineering in 
areas it already excels in such as electronics and automobiles, and to provide higher areas it already excels in such as electronics and automobiles, and to provide higher 
value-add financial services, etc.

• Malaysia needs to develop a capability to think adapt and quickly fine-tune 
economic strategies as the global outlook changes

• The government has been extremely courageous in pursuing its current economic 
strategies

• High-speed growth relies on export growth and a rapid integration into the global 
economy. That process is affected by exchange rates, interest rates, and inflation. 
Thus the central bank’s choices in all three areas bear heavily on the 
implementation of a growth strategy. 



There has been clear progress towards DNS



• Private consumption taking a lion’s share of demand



Malaysia’s export structure in 1995 



Malaysia’s export structure in 2010 



Avoiding The Middle Income Trap

Growth: How fast do countries have to grow to avoid the MIT? 

Average growth in Income Per Capita must be about 4.5% per annum 

for 30 years

• Malaysia’s gross domestic product (GDP) expanded by 4 per cent in the second 
quarter, and from January to June, the GDP grew at 4.1 per cent. They are within 
the government’s target for this year’s GDP growth at 4 to 4.5 per cent. 

• Malaysia’s growth rate is sustainable but challenging  because it is committed to a 
fiscal consolidation agenda to reduce the fiscal deficit to 3.1 per cent this year 
from 6.7 per cent in 2009, now about 50% of GDP. from 6.7 per cent in 2009, now about 50% of GDP. 

• Growth may depend on government investment; if the government cuts this 
investment to meet a fiscal deficit target, growth may falter, leaving the medium 
run debt-to-GDP ratio no better off than before. Thus, pragmatism suggests that 
any assessment of the public finances should take account of the economy’s 
growth rate, and the effect of public expenditure on that growth.

• Public investment is commonly crowded out by demands for current 
expenditures and redistribution. This partly reflects political short-termism, a 
view that places a higher value on current consumption relative to future 
consumption. For growth to happen, government revenue must be adequate for 
both consumption and investment. 









Good progress on income inequality as indicated by the reduction 
of Gini coefficient from 0.441 in 2009 to 0.401 in 2014 

The distribution of income in successful, high-growth economies varied a lot: Botswana had a 
Gini coefficient of 0.61 in 1993, Indonesia 0.34.But all showed a commitment to equality of 
opportunity. Failure on this score harms the economy, by distorting the pattern of investment. 



Developing a Capability to Quickly Adapt to Globalisation

• Identifying ‘game changers’ which could potentially  change the trajectory of 
national growth. We have been a middle income for too long.

• Traditionally commodities-dominated and Government-driven, Malaysia’s economy 
is now in transition to high value-add industries, financial services and 

• The new model is the government facilitates the private sector to take risks and 
make profits (or losses) via PPPs

• As part of its strategy canvass, in 2010, the National Transformation Programme 
(NTP) was unveiled, comprising two components: the Economic Transformation 
Programme (ETP) and the Government Transformation Programme (GTP), both 
(NTP) was unveiled, comprising two components: the Economic Transformation 
Programme (ETP) and the Government Transformation Programme (GTP), both 
overseen by the Performance Management and Delivery Unit, established within 
the Prime Minister’s Department.

• The eleventh economic plan for Malaysia identifies six “Strategic Thrusts”, key 
points along which the economic policies will focus to ensure Malaysia reaches its 
goal of becoming a high-income country by 2020. The key target for the whole plan 
is for Malaysia to reach the advanced economy status, that is to say a national 
income per capita above USD 15,000.



Ensuring Everyone Benefits From Economic Growth

• Improving wellbeing for all – NKRAs - more affordable housing, quality 

healthcare, lower crime, more sports

• No sustained growth without inclusiveness, towards a more equitable society

• How we achieve growth is also important – if it is through massive overseas 

borrowing, that is not good. 

• Who benefits and who loses? Growth for whom? 

• Allocation of the benefits of growth must be seen as fair

• In defense of BRIM1 – the common touch point to feel the pulse of national 

economic growth

• Will the entry of new international players mean our SMEs will loose? The new 

agreements could potentially impact unskilled workers and businesses that are less 

competitive. SMEs in Malaysia represent 97.3 % of firms & accounted for 35.9 % of 

GDP in 2015, but account for only 17.8 % of exports.

• SMEs are substantially less productive than large firms. It will be critical to address 

the constraints SMEs face in order to raise productivity and reap the benefits of 

emerging trade opportunities.



Threats to Malaysia’s Sustained Economic Growth

• On-going rebalancing in China’s economy may affect the Malaysian economy, as 
China remains a major trade partner of Malaysia

• Private consumption relied to spur growth but gradual deceleration of 
consumption due to softening in the labour market and continued adjustment to 
fiscal consolidation - such as subsidy rationalisation and the introduction of GST, a 
politically challenging measure

• Trump in the US, volatility in Europe, China’s slower economic growth,  high 
national debt, rapid ageing of the population, and uncertainty over the growth 
trajectory in the global economy – impact of the “the new abnormal” on Malaysia’s trajectory in the global economy – impact of the “the new abnormal” on Malaysia’s 
export led economy

• Commodity price instability (oil palm and crude oil) – chance to doversify

• We need an economy which is less reliant on the huge number of foreign workers 
and the low-cost economic model it permits. Instead, we need to improve our 
education standard so that we can compete internationally

• We should be nurturing Malaysian SMEs rather than being dependent on the 
vicissitudes of FDI  

• Need to continue paring our government debt (now about 2% away from limit of 
55% of GDP) to avoid being downgraded by ratings agencies. 





The Six Game Changers
The Malaysian government also identified six “Game Changers”, innovative 

approaches that will change the trajectory for the country’s economic growth and 
enable it to reach its economic goals:

• Unlocking the potential of productivity

• Uplifting the B40 households (bottom 40% household income group) towards a 
middle-class society

• Enabling industry-led Technical and Vocational Education and Training (TVET)Enabling industry-led Technical and Vocational Education and Training (TVET)

• Embarking on green growth

• Translating innovation to wealth

• Investing in competitive cities



A new generation of Regional Agreements

• Malaysia is now engaging in a new generation of regional agreements including the 
Regional Cooperation Economic Partnership (RCEP), the Trans-Pacific Partnership 
(TPP) and the European Union Free Trade Agreement (EUFTA). 

• These agreements can help attract investment, spur innovation and technological 
upgrading, and further open up market access for Malaysia’s exports of goods and 
services. 

• Trade agreements boost productivity and growth, contributing to Malaysia's 
successful developmentsuccessful development

• The implementation of new regional trade agreements can help Malaysia 
implement key economic reforms needed to accelerate the country’s transition to 
high-income status., in areas such as competition policy, government procurement, 
investment-state disputes, and investment policies



The Commission on Growth and 
Development, World Bank

• The Commission on Growth and Development released its final report, 
The Growth Report: Strategies for Sustained Growth and Inclusive 
Development, which looks at how developing countries can achieve fast 
sustained and equitable growth. 

• According to the Commission, fast sustained growth is not a miracle; it is 
attainable for developing countries with the "right mix of ingredients." attainable for developing countries with the "right mix of ingredients." 

• Countries need leaders who are committed to achieving growth and who 
can take advantage of opportunities from the global economy. They also 
need to know about the levels of incentives and public investments that 
are necessary for private investment to take off and ensure the long-
term diversification of the economy and its integration in the global 
economy. 



The Policies of Growth
1. The first set of policies on the list falls into the category of “accumulation.”  It 

includes strong public investment, which helps the economy to accumulate the 
infrastructure and skills it needs to grow quickly. 

2. The next group of measures promotes “innovation” and “imitation.” They help 
an economy to learn to do new things—venturing into unfamiliar export 
industries for example—and to do things in new ways.

3. The third set of policies concerns the “allocation” of capital 3. The third set of policies concerns the “allocation” of capital 
and, especially, labour. They allow prices to guide resources and resources to 
respond to prices. This microeconomics cannot unfold if it is rudely interrupted 
by debt crises or wild fluctuations in the general price level. The fourth group of 
policies therefore ensures the “stabilization” of the 
macroeconomy,  safeguarding against slumps, insolvency, and runaway 
inflation.

4.The fourth is a set of policies to promote “inclusion.” If a growth strategy brings 
all classes and regions of a society along with it, no group will seek to derail it.



Closing thoughts

As the economy evolves from middle to high income, it 
branches out into more capital-intensive and skill-intensive 
industries. The service sector grows. The domestic 
economy with its increased size and wealth becomes a 
more important engine of growth.

The sudden drop in 
commodity prices is a 
good time to diversify 
an economy— easier 
to create room for 
export industries that 
do not rely on 
nature’s patrimony

Oil prices 
are around 
US$42 a 

The need to avoid 
one-size-fits-all 
approaches and to 

We want to avoid a tsunami 
of the ignored. Social 
cohesion is required for 
economic prosperity 

Measures to 
provide more for 
the lower-income 
group – such as the 
minimum wage 

If the government’s spending on infrastructure is too large, it 
can also crowd out private investment in the future. 
Spending, after all, must be financed by taxes, fees, or 
inflation, all of which deprive the private sector of resources 
it might otherwise have invested in growth. 

US$42 a 
barrel and 
not 
expected to 
get better 

approaches and to 
tailor economic 
policies to country-
specific 
circumstances

economic prosperity 
minimum wage 
policy and the 
1Malaysia People’s 
Aid (BR1M) has 
been implemented 
with good effect

We have not done enough 
to modernise agriculture 
which our country are 
naturally suited to. 
Changing our growth 
strategy from being 
resource-driven to a growth 
based on high productivity 
and innovation seems to 
have excluded agriculture.




