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Research Alert 

Malaysia: Mid-term review of the 12th Malaysia Plan 
  

Revised strategies and targets to align with post-pandemic conditions and MADANI Economy  

3 focus areas; 17 ‘Big Bolds’; enhancing efficiency of public service delivery is key enabler 

To boost high growth high value in energy, tech & digitalisation, E&E, agriculture & agro-based 
 

Introduction 
The mid-term review (MTR) of the 12th Malaysia Plan (12MP) was tabled in 
Dewan Rakyat yesterday, with revised policies and strategies over 2023-2025 
based on the theme “Sustainable, Prosperous, High-Income Nation”, to 
align with the aspiration of MADANI Economy framework. The revised 
policies and targets have also taken into account changes during and post 
pandemic era as the original plan and targets were formulated prior to the 
pandemic.  
 
The framework of the MTR outlines strengthening efficiency of public service 
delivery as the key enabler to achieve its goal. This will involve efforts to 
improve governance and institutional framework, as well as legislation 
related to corruption and rent-seeking. There are 17 Big Bolds (key measures) 
involving 71 strategies under the new framework, to catalyse development 
of the three focus areas for the remaining of the plan period of the 12MP 
from 2023-2025. 

 

Figure 1: Real GDP growth (actual vs 
target) – 5MP to 12MP 
 

 
Source: Ministry of Economy 

 
Key highlights and thoughts 

1. The economy is expected to grow between 5.0%-5.5% per annum for 
the period 2023-2025 (2021-2022: +5.9%), driven by domestic demand 
particularly from the private sector. This is above HLBB’s expectations 
that GDP growth will normalise to 4.0-5.0% over the said period.  Efforts 
will be intensified to improve labour productivity, which is estimated to 
grow at 3.8% per annum to support growth (2021-2022: +3.7%). 

  
Source: Ministry of Economy 

 
 

Figure 2: Private-sector expenditure 
growth has been revised higher 
 

 
Source: Ministry of Economy 
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2. On the supply side, sectoral reforms will be accelerated by boosting the 

high growth high value (HGHV) industries related to energy, technology 

and digitalisation, E&E, agriculture and agro-based, and non-

radioactive rare earths and these are expected to support targeted 

growth of all sectors.  

  

Source: Ministry of Economy 

3. The services and manufacturing sectors will remain as the drivers of growth 

for the economy, with the former and latter expected to grow at an annual 

average rate of 5.7% and 4.9% for the period 2023-2025 (2021-2022: +6.5% 

and +8.8% respectively).  

 

4. Within the services sector, support measures will be intensified to support 

the tourism, creative industry, halal, ICT services and within the financial 

industry, financial technology and sustainable financing, including Islamic 

finance. The electricity subsector will be enhanced by increasing renewable 

energy (RE) capacity with the target of 31% in 2025, and emphasis will be 

on increasing uptake of solar, hydropower, and bioenergy as well as 

expediting development of new and nascent energy resources, 

particularly hydrogen. These focuses are in line with the Madani initiatives 

as well as the National Industrial Master Plan 2030. 

 

5. The drivers to the manufacturing sector will stay with E&E, with measures 

to intensify the production of high value-added and complex products by 

fostering advanced front-end manufacturing activities and strengthening 

the overall ecosystem, particularly in integrated circuit (IC) design, IC 

packaging, wafer fabrication, embedded system, testing service and 

design engineering. Efforts will also be undertaken on strengthening 

knowledge-intensive industries, including the M&E, petroleum as well as 

chemicals and chemical products as well as production and installation of 

energy-efficient vehicles, including electric and hybrid vehicles. 

Figure 3: Services and manufacturing 
sectors remained the main growth drivers 
 

 
Source: Ministry of Economy 
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6. The focus on the agriculture sector will be on smart farming 

technologies, increasing high value crops and optimising food 
production areas. These measures are expected to increase the 
share of agrofood subsector to approximately 57% of the total 
agriculture value-added in 2025.  
 

7. The construction sector will be driven by civil engineering and 
residential building subsectors, with strategic initiatives focus on 
affordable housing and green construction products.  
 

8. The mining sector will be driven by natural gas production but the 
Government will develop a new business model to promote growth 
in the rare earths industry. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  

 

Source: Ministry of Economy 

 
9. A progressive wage model will be introduced to accelerate wage 

growth and compensation of employees (CE) to GDP. In this context, 
the Government will continue to cap the number of foreign workers 
to not exceed 15% of the total workforce. This plan will include 
implementing a multi-tier levy mechanism, which could potentially 
increase labour costs for the construction and plantation industries. 
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10. From the fiscal/ financing angle:  
▪ The Government maintained its fiscal deficit target of 3.0%-3.5% 

of GDP for 2025.  
▪ The Government raised its development spending (DE) for 2021-

2025 by RM15bn to RM415bn. With 33.9% of the DE spent, the 
government upwardly revised its allocation for DE to 
RM90bn/annum for the period 2023-2025 (Original target: 
RM80/bn). The construction sector is the key beneficiary of the 
higher DE and allocation will be prioritised in the six less 
developed states, namely Kedah, Kelantan, Perlis, Sabah, 
Sarawak, Terengganu. 

▪ To widen its tax base, the government is planning to introduce 
capital gains tax in 2024. Economic Minister Rafizi Ramli also 
added that he does not rule out the re-introduction of GST 
although no decision has been made at this juncture. We believe 
that this will not be introduced in Budget 2024 given that time 
will be needed to implement the appropriate systems across the 
nation. 

▪ To ensure prudent spending, the Government will rationalise its 
subsidy spending through Targeted Subsidies, which may 
include electricity, diesel, petrol and other social assistances. It 
is estimated that this could potentially save RM20bn to the 
government coffers. 

Figure 4: Total Development Expenditure 
of RM415bn under 12MP; annual 
allocation of RM90bn for 2023-2025 
 

 
Source: Ministry of Economy 

 

Federal Government Financial Position 

 

Source: Ministry of Economy, Ministry of Finance 
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Appendix – Selected Key Targets of 12MP 

 Targets 
Achievements 

as of 2022 

Focus Area 1: Strengthening sustainability   

GDP growth (2021-2025%) 5.0% to 6.0% 5.9% 

Average annual inflation rate (2021-2025) 2.8% to 3.8% 2.9% 

Percentage of fiscal balance to GDP (2025) -3.5% to -3.0% -5.6% 

Renewable energy installed capacity (2025) 31% 24.3% 

Average private investment in current prices (2021-2025) RM278bn RM243k 

GDP per capita gap between Central and Sabah regions (2025) 1: 1.9 1: 1.9 

Recycling rate of household waste (2025) 40% 33.2% 

Focus Area 2: Building a prosperous society   

Hardcore poverty (2025) 0% 6.2% 

Unemployment rate (2025) 3.3% 3.9% 

Affordable housing (2025) 500k  

Malaysian Wellbeing Index Growth (2021-2025) 1.4% 1.3% 

HEIs and Public TVET Graduate Employability (2025) 86.7% 90.2% 

Hospital beds per 1k population (2025) 2.06 2.07 

Internet coverage in populated areas 100% 96.9% 

Focus Area 3: Achieving High-Income Nation   

GNI per capita (2025) RM61k RM53k 

Contribution of digital economy to GDP (2025) 25.5% 23.2% 

Gross expenditure on R&D to GDP (2025) 2.5% 1.0% 

Ranking in Corruption Perceptions Index (2025) Top 30 61 

Share of CE of GDP 40% 32.4% 

Share of MSMEs to GDP (2025) 41% 38.4% 

End-to-end online Federal Government Services (2025) 80% 81.3% 
Source: Ministry of Economy 

 

Appendix – 17 Big Bolds and 71 Strategies 
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