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KLSCAH MEMORANDUM ON THE NEW ECONOMIC MODEL 

 

The KLSCAH’s proposals to the NEM are focused on the following strategic areas: 

• Good economic governance through reform of economic and political institutions that 

have important gate keeper roles and adherence to key principles ensuring 

competitiveness 

• Restructuring the asymmetrical economic relationship between federal and state/local 

levels  

• Correct uneven and over-centralized development by fair developmental allocations to 

marginalized areas such as New Vllages and smaller towns   

• Support and reforms to enable the bottom 40 percent of SME’s and micro enterprises to 

grow and become more competitive 

• Stopping the brain drain 

• Tackling the school dropout issue  

• Fair treatment of SRJK (C) and SRJK (T)  

• Increase non-Malay staffing in federal and state administration, especially in the 

economic agencies and GLCs  

• Putting in place a transparent and participatory monitoring system for the NEM and 10
th

 

Malaysia Plan Involving independent and professional stakeholders  

 

1.  Good Economic Governance   

Key agencies and processes need to be revamped or reformed to ensure that good economic 

governance becomes the norm in practice and not simply in rhetoric.  The entire economic 

policy making and implementation system should also be reviewed to ensure that poor or badly 

performing systems and practices are weeded out or appropriately weeded out.   Some of the 

key agencies that require immediate attention include: 

• The MACC 

• Economic Planning Unit 

• GLCs and GLICs 

• National Implementation Directorate and National Implementation Task Force 

Various proposals for reform of the MACC and other key bodies have been put forward by the 

public and other stakeholders.  These are summarized below:- 

No Item Key Performance Indicator 

(KPI) 

Responsible Institutions Deadlines (open 

for discussion) 

1 Ensure the 

independence and 

effectiveness of 

Malaysia Anti-

Corruption 

Commission (MACC) 

Selection of MACC 

commissioners by a panel 

appointed by Parliament, not 

Prime Minister 

Federal Government / 

Parliament; 

  

Inclusive membership for 

MACC advisory panels 
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Reporting to Parliament, not 

Prime Minister 

Full prosecution power for 

MACC 

Sacking of MACC 

commissioners by  Parliament 

only and on the ground of 

misconduct only, 

Automatic investigation by 

MACC into all misconducts  

and wrongdoings in Auditor 

General and PAC reports  
 

An advisory committee be 

established on “safeguarding 

and ensuring political 

neutrality” and tasked with 

the oversight of the political 

neutrality of the MACC 
 

2 Strengthen Check and 

Balance Beyond MACC 

Empowerment of Public 

Accounts Committees (PAC) 

Federal Government / 

Parliament; 

  

State Governments / 

State Legislative 

Assemblies; 

  

Empowerment of Auditor-

General Office 

Federal Government / 

Parliament; 

  

Administrative Neutrality 

Act/Enactments to ensure full 

separation of the state and 

the ruling parties and 

criminalise  abuse of state 

apparatus for partisan 

purposes 

Federal Government / 

Parliament; 

  

3 Enhance transparency 

and accountability of 

Off-budget agencies 

(OBAs) and GLCs 

OBAs to follow the accounting 

practice of the public listed 

companies 

Federal Government / 

Parliament; 

  

State Governments / 

State Legislative 

Assemblies; 

  

Inclusion of all OBAs in the 

Auditor General report 

Federal Government / 

Parliament; 

  

Limiting the numbers of 

appointee positions in GLCs 

and GLICs to curb patronage 

Federal Government   

State Governments   
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Good economic governance not only involves institutional reforms.  It also requires urgent 

implementation of the following economic principles  

• Merit and excellence criteria for all implementation decisions and processes 

• Transparency, accountability and integrity as part of normal business practice 

• Removal of all quotas, preferences, APs, closed tenders and other non-competitive processes   

 

2. Decentralization of Economic Policy Decision Making 

States and local authorities should be provided with greater autonomy to make decisions as 

well as provided with greater financial resources (eg, a higher percentage of oil and gas 

revenues) 

Federal-state fiscal relations and institutions should also be restructured to ensure that the 

federal component does not discriminate against states held by an opposition government 

Under the Federal Constitution, the states are entitled to two basic forms of federal funding, 

namely the capitation grant and the grant for the maintenance of state roads. Such funding is 

clearly insufficient for the state governments, whose other income is mainly derived from the 

state-levied taxes on land, timber and other items on the state list.  Financial constraint has 

prevented the state governments from meeting the state’s needs in public infrastructure, 

services and in other key areas. A greater degree of fiscal power and authority of the state 

governments would help generate quicker and more sustainable development.  The following 

are some proposals for action:  

• The current allocation of taxation power and financial resources between the federal 

and state government should be reviewed to ensure adequate financial autonomy of 

the states. 

• The royalty payment for petroleum and gas paid to state governments should be 

increased from 5% to a much higher level and must be channeled directly to the state 

governments. 

• The amount of capitation grant and the grant for the maintenance of state roads, as 

specified in Article 109 of the Federal Constitution should be increased to allow for 

meaningful functioning of state governments, especially the resource-poor states. 

• Sabah and Sarawak should be given additional budgetary resources over a specific 

period (say for ten years) for the implementation of state projects that can improve 

living standards and enhance economic productivity. 

•  The allocation of funds and implementation of project must be completely transparent, 

with the status updated regularly online, to prevent corruption and mismanagement. 

3. Bring Marginalized New Villages and Small Towns into Mainstream of Development  

Another strategy to bring about dynamic national development is to integrate New Villages 

where much of the country’s traditional industrial and manufacturing productive capacity is to 

be found into the mainstream of modern development. The popular perception is that the New 

Villages have been the step children of national development plans during the past 40 years.  

The New Economic Model must break through the past developmental paradigm which has 

marginalized these important communities and the smaller towns in favour of new growth 

areas.  
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Many New Villages in the country have a multi-racial population although most are 

predominantly Chinese.  These communities have much to contribute to the state and national 

economy if they can be provided with assistance in the way of infrastructure, better roads, 

access to land for expansion and other assistance provided, for example, to the favoured 

corridor areas designated for special attention.   

All that is being requested for is fairness in developmental allocations to new villages and the 

small towns and villages.  The outcome will be that not only will they lift themselves from their 

marginalized status but they will also act as engines for the more durable economic growth of 

the country. 

4.  Support and Reforms for bottom 40 per cent of SMEs and Micro Enterprises  

If the NEM is to succeed, it is necessary to move SMEs up the value chain, especially the bottom 

40 percent, as the key drivers of economic growth in the country. This means we will need to 

provide support for SMEs in both traditional and new innovative and technologically advanced 

areas in order to energize this sector. 

One of the biggest challenges facing the bottom 40% of SMEs in moving up the value chain and 

capitalizing on their growth potential is the lack of funding.  For now competitive grants to 

catalyse the formation and growth of traditional and technologically innovative start-ups are 

lacking or not reaching to the deserving.  At the same time grant support for incubator 

programs that mentor and nurture start-ups are also in short supply.  

Besides the issue of funding support, the smaller SMEs face a large array of constraints in terms 

of capabilities & management development, technology & innovation, and access to markets, 

and increasing their competitiveness e.g. through accreditation and quality assurance.    

Constraints arise not only from the internal characteristics and deficiencies of the SMEs related 

to their own limited capabilities and lack of competitiveness.  More importantly, they stem 

from the externally imposed environment in which the Government, rather than being a 

facilitator, acts as a major obstacle. Impediments to SME expansion come from all levels of 

Government: local, state and federal.  For example SMEs  often faced delays in obtaining 

approval from local councils, municipalities and other relevant authorities in obtaining 

certificate for exports, business and premises licenses for operation, building construction or 

extension plans approval for start up or expansions, causing delays in business or projects start-

ups and expansion.  As a result, many of the SMEs have to resort to practices that are costly, 

inefficient or do not have the stamp of official approval, thus opening the door to corruption 

and kickbacks.    

Key obstacles also exist in the access of the SME’s to appropriate land and premises to do 

business.  This is particularly serious in highly urbanized areas such as Kuala Lumpur and 

Selangor where land costs have escalated and where SMEs are seen as or termed as “illegal” for 

their inability to regularize the land status.  

Annex 1 provides a good example of the dilemmas faced by furniture and other SMEs in Sungei 

Buloh which cannot perform to their full potential because the state and local authorities have 

failed to provide the proper support or have been negligent in resolving the problems faced by 

the factories.  
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5. Stopping the Brain Drain 

The problem of brain drain confronting the country is a serious issue. In reply to a question 

raised in Parliament in 2010, the Deputy Foreign Minister stated that 304,358 Malaysians 

migrated to other countries from March 2008 till August 2009. The migration figure for 2007 

was 139,696 Malaysians. This means that close to half a million Malaysians left the country 

during a 30 month period during the past few years.   

Out-migration of these proportions represents a considerable drain on our country’s pool of 

talent, skills and experience, as well as financial and social capital. Unless arrested, such a loss 

will almost certainly erode Malaysia’s economic competitiveness, which is to a large extent 

determined by the availability of skilled, well qualified and experienced labour.  

Although the Government has expressed concern about this outflow of human and associated 

capital, it is clear that all past efforts by Government have been unsuccessful.  In the latest 10th 

Malaysia document, the Government has a section focusing on attracting and retaining talent 

(pp. 236-39).  The latest strategy to correct the brain drain relies on the creation of yet another 

new agency, this time called Talent Corporation (TC) under the Prime Minister’s Department 

“with the mandate to attract, motivate and retain the talent needed for a high income 

economy”.   To be established next year, TC in collaboration with public and private sectors will 

develop an integrated National Talent Blueprint that is intended to:  

• Identify and quantify talent needs of priority economic sectors and develop specific 

initiatives to accelerate the pipeline of these types of critical talent.  

• Provide an end-to-end view by tacking talent issues in collaboration with industry to 

ensure relevancy to the needs of the market and the knowledge economy.  

The approach taken by the Talent Corporation is destined to fail unless the government deals 

with the fundamental reasons for the outflow of skills and talent.  It is widely acknowledged 

that the outflow has more to do with the sense of disillusionment with the country and the loss 

of hope amongst many Malaysians. In particular, non-Malay Malaysians had been discouraged 

and alienated by a wide range of race-oriented and discriminatory policies that have affected 

them and their children.  These policies ostensibly aimed at restructuring society, especially in 

the educational, business and public sectors, have compelled many to leave the country, and 

will continue to act as the major push factor.  Non-Malay Malaysians have been joined in 

moving abroad lately by increasingly large numbers of young Malays who cannot accept the 

narrowly racial, religious and partisan institutions that seek to control their lives.  

The Government’s 1Malaysia and New Economic Model policies provide some hope that the 

brain drain can be checked.  For this to happen, however there needs to be an honest and 

realistic appraisal of the main reasons for the brain drain and for strong political will and 

leadership to bring about the dismantling of discriminatory and narrowly partisan institutions 

and policies, and a new committed focus to nurturing merit and excellence in a liberal and 

progressive society.  
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6. Tackling the School Drop-Out Issue 

The country’s educational resources should be employed to build a solid foundation for all 

students through a strategy of efficient, transparent and equitable resource allocation. The 

philosophy that “no one should be left behind” should be our main guiding principle in 

education.  

The focus of education should go beyond the achievement levels of the top learners to focus on 

the advancement or progress of weaker learners and the whole cohort group of learners as 

much as possible. Schools should be tasked to reduce the number of drop-outs or under-

achievers and be provided with adequate support in resources to address the problem.  

The primary school children from the Chinese or Tamil streams moving into the Government 

secondary schooling system are a vulnerable group amongst the potential drop outs.  Most of 

these students find themselves in a difficult situation with the change of teaching medium from 

their mother tongue to Bahasa Malaysia. As they are not able to master the Bahasa Malaysia 

language, they fail to understand much of what is taught in class. As a result, these students 

from the mother tongue education system lose interest in their studies and are put into the 

classes of poor academic performance.  They eventually become drop outs.  When the remove 

classes are not made compulsory to provide remedial language teaching, the problems become 

more acute.  

In order not to let the children become victims of the inadequacy of our education system, the 

government and civil society must tackle the language problem directly and find urgent 

solutions to overcome this shortcoming.  

Possible solutions include:  

• Ensuring the Malay language teachers at the primary school level possess bi-lingual 

skills. The government should not appoint teachers who do not understand Mandarin – 

regardless of whether they are Chinese or non-Chinese – to the Chinese primary schools 

to teach Malay language.  This is in contradiction to the principles of teaching and 

affects the quality of teaching because these assigned teachers are unable to teach the 

Malay language properly.  The Chinese and Indian communities are not opposed to the 

posting of teachers to teach Malay language in the Chinese and Tamil primary schools. 

They welcome it. However, the government should provide sufficient language training 

either in Mandarin or Tamil to ensure proficiency and competency in using the students’ 

mother tongue in classes. 

• The government should direct the GSS to pay special attention to the students coming 

from the mother tongue system and permit bi-lingual teaching in the first two years 

during the Malay language classes. Special bi-lingual classes can be conducted until the 

students are competent with the Malay teaching medium. 

• The remove classes of the GSS should continue.  Its original objective which is to prepare 

the students from the mother tongue system to cope with the sudden change of 

teaching medium is a sound one. However, the past experiences reflect that the 

remedial objective has not been achieved because the government has not tackled the 

problem arising from poor course design and the posting of inappropriate teachers. The 
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government has to review and rectify the problem and not try to terminate the remove 

classes.  The government should also bear the responsibility of organizing pre-Form One 

intensive Malay classes for those students whose results are average or above average. 

7. Fair Treatment of Chinese and Tamil Medium Schools  

Despite a significant increase in students enrolled in the Chinese- and Tamil- medium (national 

type) primary school by 207,284 and 11,224 between 1970 and 2007, the absolute number of 

Chinese- and Tamil- medium primary schools has dropped by 59 and 130 respectively. This has 

resulted in over-crowding in many schools. An average Chinese-medium school will have over 

500 students whilst the top schools in big towns often have over 2000 students.  This compares 

with an average of 400 students for the Malay-medium schools. (See Table below) The 

government should take immediate steps to rectify the biased practice of building only new 

national primary schools and should immediately begin the building of new Chinese and Tamil 

medium primary schools.  

Table:     School and student growth across the school streams, 1970-2004 

Year National 

(Malay-medium) 

National Type 

(Chinese-medium) 

National Type 

(Tamil-medium) 

Students Schools Density Students Schools Density Students Schools Density 

1970 1,046,513 4,277 244.68 439,681 1,346 326.66 79,278 657 120.67 

2004 2,300,093 5,713 402.61 646,965 1,287 502.69 95,099 527 180.45 

1970- 

2004 
Change 

1,253,580 1,436 157.92 207,284 -59 176.03 11,224 -130 59.79 

Sources: MOE reports 1970, 2004; Dong Zong school survey 2004 

Similarly, the disproportionately inadequate financial allocations for education for Chinese and 

Tamil medium primary schools under the present and future Malaysia Plans should also be 

rectified.  Future allocations should be provided to fairly reflect the proportion of student 

population of the various language streams.  

All education streams must also be provided with an adequate and equitable supply of qualified 

teachers and other educational support. There should not be discriminatory treatment 

practiced against any language stream.  Failure to do will result in the poorer quality of the 

present and next generation and hinder the human resource development called for in the 1o 

Malaysia Plan and the NEM.   

KLSCAH proposes the following as solutions to ensure that there is fair and equitable treatment 

given to all schools in the national system 

• A transparent and objective methodology should be designed to provide reliable 

estimates of demographic growth and parental preferences for their children’s 

education and applied in school planning and other key policy issues.  These estimates 

should be reflected in the budgeting allocations contained in the 10
th

 Malaysia Plan and 

annual budgetary exercises.  
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• The Government should utilize the Geographic Information System (GIS) to monitor and 

improve the planning, development and effectiveness of school development funds for 

all education streams.  School planning policies should aim at minimizing discrimination 

against non-Malay language streams and at curbing administrative bias in favour  of 

elite schools or MARA Junior Colleges. 

• Resources should be provided to train adequate numbers of teachers for schools of all 

educational streams based on the projected enrolment growth. The main medium of 

instruction for teacher training should be in the mother tongue language of the target 

students.  

• Special attention should be given to developing second language teaching not just in 

English but also in Malay and Chinese and other important languages to ensure the best 

interests of the non-native speakers in the respective educational streams. 

8. Enhancing Non-Malay Participation in State and Federal Administration   

KLSCAH recommends that the Federal and state governments follow the good practice example 

set by the Johore state government recently by recruiting more non-Malay civil servants to 

serve in the federal and state administration especially in the GLCs and GLIC's.   

Various targets for recruitment should be established especially at the higher levels so that 

there is more non-Malay input into policy making and decision making, especially for the 

economic sector.  This will help in the establishment of a more inclusive government as 

promised by the New Economic Model and in the 10th Malaysia Plan as well as bring in new 

human resources that can help with generating foreign investment inflows, especially that 

coming from China, India and the region.    

KLSCAH and other state assemblies will be happy to assist the state government in the 

recruitment drive for more non-Malays in the various state administrations.  

9. Transparent, Participatory and Effective Economic Monitoring System 

These elements are necessary to ensure an effective monitoring system of the NEM:    

• A public website with full details of NEM targets, implementation outcomes and 

shortfalls     

• All classified public economic documents (government procurement; toll concession 

papers; Petronas accounts; should be reviewed for declassification to strengthen public 

access and monitoring)    

• Freedom of Information legislation should be enacted at both Federal and State levels 

to replace the archaic Official Secrets Act.   

As part of its contribution to enhance public participation in monitoring the NEM and to ensure 

its success, KLSCAH has undertaken the translation of the NEM into Chinese for dissemination 

to key stakeholders.   

KLSCAH also plans to organize public meetings and reviews in which progress of the 10
th

 

Malaysia Plan and the New Economic Model will be discussed and analyzed by experts.  The 
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outcome of these reviews will subsequently be provided to the government to assist in the 

monitoring of the 10
th

 Plan and the NEM.      

 

 

 
 

Appendix 1:    

Sungei Buloh factory owners caught in a dilemma 

A NUMBER of Temporary Occupancy Licence (TOL) holders in Kampung Baru Seri Sungai Buloh 

have been pocketing fat incomes for almost two decades by renting their lots to factories while 

paying the Land Office only a small licensing fee.  

They pay the Land Office a minimum of RM100 annually to renew the licences for lots on the 

agricultural land but charge factory operators the rental rate for industrial areas, which is 

RM0.50 per sq ft.  

In the area, a factory usually measures between 10,000 sq ft and 30,000 sq ft (929sq m to 2,787 

sq m), which means that these TOL holders take home between RM5,000 and RM15,000 from 

each factory every month.  

Worse still, as far as the locals are concerned, some of these sites used to be government 

reserve land meant for schools and a power substation.  

The Kuala Lumpur and Selangor Furniture Entrepreneur Association council member Nelson 

Tan, who is in charge of government-related affairs, said about 10% of the land in Kampung 

Baru Seri Sungai Buloh occupied by factories had fallen into the hands of these TOL holders. 

According to the association’s estimates, the village stretches up to 1,012ha and 405ha has 

been occupied by some 300 factories, most of which are related to furniture-manufacturing.  

The area was formerly a rubber estate and has all the while been gazetted as agricultural land. 

However, its proximity to Kuala Lumpur attracted outsiders to move in and set up factories 

while land owners obliged gladly as they could collect the rentals.  

Since the 1970s, factories had mushroomed illegally and aggressively in the agriculture zone but 

the government did nothing to stop it.  

Following the boom, more wanted to share a slice of the fortune so the TOL has been used 

since the 1980s.  

Among the locals, it is widely believed that corruption in government agencies had resulted in 

reserve land being alienated as TOL land.  

“The factory operators are facing a dilemma as they have to pay the TOL holders and 

landowners despite knowing the factories are illegal.  

“Moreover, rentals in the area are still lower than that of other industrial areas,” Tan said. 

“Owners and TOL holders of the land will never want to convert it from agricultural to industrial 

use because the licensing fee and premiums will be much higher,” he added.  
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He said nevertheless, several owners and operators occupying less than 20% of the industrial 

area had taken the initiative to convert the land use before building factories.  

The situation here, now widely known as the Sungai Buloh Industrial Area, is worsening with 

basic amenities in a deplorable state.  

Apart from lack of infrastructure, the furniture manufacturers have to also put up with 

pollution, filth, flooding, health issues, escalating crime and corruption.  

Danger zone: Even the wiring in the area poses a threat to visitors and workers in the area. 

The indiscriminately located factories are crammed with stocks, raw materials and also foreign 

workers who constitute 65% of the total manpower.  

“The lives of the thousands of occupants here are also at risk because the sub-standard facilities 

can catch fire easily,” the association’s chief operating officer Sally Liew said.  

“To make matters worse, we only have two entry points and one exit point, which are always 

jammed with traffic. Just imagine what will happen to us if something bad takes place,” she 

said. 

She said the situation had prompted the association to take a pro-active approach of having a 

furniture city to solve the problem while promoting the growth of the industry.  

“In fact, Malaysia ranks 10th in the world in furniture export with RM8.7bil and Selangor is one 

of the largest furniture makers, contributing about 40% or RM3.5bil to the market but a 

whopping 80% of the furniture factories in the state are illegal.  

“These furniture factories can deliver excellent results despite the poor conditions they are 

trapped in and we are optimistic that their growth will be astounding if provided a conducive 

environment,” she added. 

 

Source: The Star, Jan. 20, 2010 

 

 


