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Message From
YAB Prime Minister

One of the new Government’s pledged is to spur sustainable and equitable economic growth 
towards a better shared prosperity and to achieve this, we believe we need to develop and 
empower the SMEs. Comprising 98.5% of the total business community, this segment is 
definitely an important growth engine for Malaysia. Advanced economies like Japan, Korea 

and Taiwan have SMEs contributing more than half of their GDP. They assume a critical role in supporting 
the local big corporations.      

In Malaysia, SMEs contribute more than one-third of our economy. In 2017, SMEs contributed RM435.1 
billion to the economy with a higher GDP growth of 7.2% against 5.2% in 2016. As a result, GDP contribution 
of SMEs increased further to 37.1% from 36.6% in the previous year. SME employment also grew at 
3.4% during the year, resulting in SME contribution to overall employment at 66.0% an increase from 
65.3% in 2016. Despite recording an increase in the export value from RM155.1 billion in 2016 to RM167.4 
billion in 2017, SME contribution to the total exports was lower at 17.3% (2016: 18.6%) due to higher 
export growth by large firms. 

In 2017, a total of RM10.5 billion was spent to implement 168 SME development programmes which have 
benefited around 600,000 SMEs across all sectors. However, for our SMEs to be at par with those in the 
advanced economies much more needs to be done. For a start, the new Government has re-established 
the Ministry of Entrepreneur Development to help spur the growth of SMEs. 

YAB Prime Minister
Message from 
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YAB Prime Minister

DR MAHATHIR BIN MOHAMAD
21 September 2018

The Government is keen to increase the competitiveness of SMEs so that they can actively participate in 
the global value chain as well as the Industrial Revolution (IR) 4.0 and digitalisation. Today, digitalisation 
is re-shaping businesses by undermining conventional business operation. If you look at Alibaba which I 
visited recently, the giant online retail platform holds no inventory. Similarly, the world’s largest ride hailing 
service, Uber, does not own a single vehicle. SMEs need to look at these new business models and re-
position themselves to seize opportunities from the digital economy.

Moving forward, SMEs also need to accelerate adoption of e-commerce as the potential market size 
is huge. In 2021, e-commerce revenues worldwide are projected to reach USD4.9 trillion. Currently, 
Malaysian SMEs are still at the nascent stage of  e-commerce and the Government is committed to provide 
the necessary support and the goal is to enable SMEs to expand their coverage, from targeting to serve 
the 16 million domestic digital customers, to reach out to the one billion digital customers worldwide. 

Digitalisation will be the driver of future competitiveness and innovation. Hence, SMEs need to quickly 
adapt to the shifts in industry and the marketplace to continue remain relevant. Considering the profound 
impact of digitalisation on SMEs, the theme of the SME Annual Report this year which is ‘A Connected 
World: Digitalising SMEs’, could not be more apt. 
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Chapter 1

The Malaysian
Economy

Against a backdrop of  improving global economic conditions,    
the Malaysian economy recorded a growth of  5.9% in 2017 
(2016: 4.2%). The higher growth was driven primarily by 
domestic demand and further lifted by outstanding performance 

of  gross exports. The growth of  gross exports increased at its fastest pace 
since 2004 which led to positive spillover to the domestic economy. In 2018, 
after taking into consideration the actual Malaysia’s Gross Domestic Product 
(GDP) growth in the first half  of  2018 at 4.9%, Bank Negara Malaysia 
(BNM) has revised its 2018 GDP growth projection to 5.0%, lower than 
the earlier official growth projection of  between 5.5 - 6.0%, due partly to 
a prolonged disruptions of  oil and gas production and weak crude palm 
oil production in the first half  of  2018. Despite the lower revised GDP 
growth projection, domestic economy in 2018 is expected to be supported 
by sustained global growth and trade momentum, private sector activity and 
higher consumer spending, particularly during the zerorisation of  Goods 
and Services Tax (GST) from June to August 2018.

PERFORMANCE IN 2017
The Malaysian economy registered a robust growth of 5.9% in 2017 (2016: 4.2%). Growth continued 
to be anchored by domestic demand, reflecting faster expansion in both private and public sector 
spending. The rebound in gross exports growth following strong global demand was the key highlight 
for the year.  

Private consumption growth further improved to 7.0% in 2017 (2016: 6.0%), supported by sustained 
growth in wage, employment and various measures from the Government. Consumer spending was 
supported by the Government measures targeted to increase household disposable income. These 
measures include reduction in employees’ contribution to the Employees Provident Fund (EPF) by 
three percentage points (11% to 8%), higher Bantuan Rakyat 1Malaysia (BR1M) cash transfers and 
upward revision in civil servants’ salaries in July 2016.
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Private investment growth accelerated to 9.3% (2016: 4.3%) 
as firms benefited from the conducive external and 
domestic operating environment. There were positive 
spillover to the domestic economy due to strong growth 
in exports, as firms ramp-up capacity expansion to cater 
to higher orders. Financing conditions, profitability and 
business sentiments also improved during the year. 

Public consumption growth expanded by 5.4% (2016: 0.9%) 
following higher spending on supplies and services, mainly 
on maintenance and minor repair works, by the Government 
amid sustained growth in the emoluments.

Public investment recovered to grow at 0.1% (2016: -0.5%), 
supported by continued spending by the Government and 
public corporations, mainly in the downstream oil & gas and 
transport & utilities sub-sectors.

On the supply side, most economic sectors registered higher growth in 2017, driven mainly by the two 
main sectors, namely services and manufacturing sectors, which benefited from marked improvement 
in domestic and external conditions.

Meanwhile, labour market conditions have improved as stronger employment gains kept pace with 
labour force expansion. The unemployment rate remained stable at 3.4% (2016: 3.4%) as employers 
continued to expand their workforce following better business outlook.

1Excluding stocks

p: preliminary       e: estimate based on BNM Annual Report 2017

Source: Department of Statistics, Malaysia

Table 1.1: Real GDP by Expenditure (constant 2010 prices)
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Inflation remained volatile during the 
year, with headline inflation edged 
higher to 3.7% in 2017 (2016: 2.1%). 
Higher external and domestic costs 
from higher global commodity prices 
and disruptions in domestic food 
supplies had contributed to the higher 
inflation. The rise in inflation was 
however mitigated by the stronger 
ringgit exchange rate since April 2017, 
which helped to offset the increase in 
cost of production for domestic goods.  

Table 1.3: Inflation and Unemployment Rate

Annual growth (%)

2016 2017p 2018e

Inflation Rate
Consumer Price Index (2010 = 100)

Producer Price Index (2010 = 100)

Unemployment Rate

2.1

-1.1

3.4

3.7

 6.7

3.4

2.0 ~ 3.0

-

3.2 ~ 3.5

p: preliminary       e: estimate based on BNM Annual Report 2017

Source: Department of Statistics, Malaysia

Table 1.2: Real GDP by Economic Sector (constant 2010 prices)

p: preliminary       e: estimate based on BNM Annual Report 2017

Source: Department of Statistics, Malaysia

Annual growth (%)

2016 2017p 1H 2018p 2018e
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Real GDP

-5.2
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7.4
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4.2

7.2
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6.7
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5.9
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6.5

4.9
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Malaysia’s external sector position improved significantly in 2017, benefiting from the favourable 
global economic landscape and relatively lower volatility in the international financial markets. 
Malaysia registered a higher current account surplus, mainly due to a higher goods surplus following 
the strong export performance, which has contained the widening deficits in the services and primary 
income accounts. The level of international reserves was sufficient to provide a buffer against potential 
external shocks and volatility.  

Table 1.4: Balance of Payments

p: preliminary      e: estimate based on BNM Annual Report 2017

Source: Department of Statistics, Malaysia

RM billion

2016 2017p 2018e

Current Account

   % of GNI

Goods

   Export of Goods

       Gross Exports (annual growth, %)

   Import of Goods

       Gross Imports (annual growth, %)
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Net International Reserves of BNM (USD billion)

Reserves as Months of Retained Imports
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-

-

-
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OUTLOOK FOR 2018
The latest World Economic Outlook (WEO) Update released by the International Monetary 
Fund (IMF) on 16 July 2018 has maintained the projection of global growth to expand by 3.9% in 
2018 (2017: 3.7%). Among advanced economies, growth divergences between the United States 
(US), Europe and Japan are widening, reflecting greater-than-expected growth moderations in the 
Euro Area and Japan. Meanwhile, emerging and developing economies are expected to maintain its 
robust performance in 2018 - 2019. Nevertheless, risk to the outlook remain skewed to the downside. 
These include a potential retreat from globalisation and free trade in the advanced economies, 
uncertainty over the United Kingdom (UK) and European Union (EU) negotiations and geopolitical 
concerns. In addition, greater volatility in the international financial markets and monetary policy 
normalisation in the advanced economies could lead to further capital outflows and financial market 
adjustments in emerging economies.

Table 1.5: IMF World Economic Outlook (WEO) Update in July 2018

p: preliminary      e: estimate       f: forecast 

*China, India, Indonesia, Malaysia, Philippines, Thailand & Vietnam
** Indonesia, Malaysia, Philippines, Thailand & Vietnam

Source: IMF World Economic Outlook Update, July 2018
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For Malaysia, the economy is estimated to record a growth of 5.0%, lower than the earlier official 
growth projection of between 5.5 - 6.0% in 2018, after taking into account the actual GDP growth 
performance in the first half of 2018 at 4.9%. A prolonged disruption of oil and gas production due 
to supply outages in Sabah and Sarawak and weak crude palm oil production are some of the main 
factors that have been constraining the economic growth. 

On the demand side, domestic demand will continue to be the principal driver of growth in 2018, 
underpinned by private sector activities. Private consumption growth is expected to remain stable 
at 7.2% in 2018, supported by continued growth in employment and income, lower inflation and 
improving sentiments. Exports performance is expected to support income growth in the export-
oriented industries amid continued growth in domestic economic activity. Meanwhile, measures to 
boost disposable income such as continuation of cash transfers, individual income tax reduction,     
zero-rated GST which takes effect on 1 June 2018 and continued for three months and the introduction 
of the new Sales and Services Tax (SST) effective 1 September 2018 are expected to give a positive 
impact to consumer spending.

In the early part of the year, private investment was estimated to grow at 9.1% in 2018, underpinned 
by ongoing and new capital spending in both the manufacturing and services sectors, and further 
strengthened by continued positive business sentiment. Growth is estimated to be less affected 
by the moderate mining investment activity following the improvement in commodity prices. 
Investments in the export-oriented industries such as the electrical & electronics and resource-based 
industries would continue to benefit from the anticipated expansion in global growth. However, actual 
data in the first half of 2018 indicated that private investment only recorded a growth of 3.4%. Thus, 
growth of private investment for the whole year would be expected to record a moderate growth from 
the earlier projection.

Following the Government’s commitment to reprioritise and 
rationalise non-critical expenditure, public consumption is 
expected to record a marginal growth of 0.6% in 2018 due to 
more moderate growth in emoluments amid prudent spending 
on supplies and services. Meanwhile, public investment growth 
is expected to decline by 3.2% due to lower capital spending by 
public corporations following the near completion of large-scale 
projects. 

On the supply side, all economic sectors are projected to expand 
in 2018, with services and manufacturing sectors remain the key 
contributors to overall growth. Growth in the construction sector 
is expected to moderate than the earlier projection of 7.3%, 
supported by the ongoing transportation, petrochemical and 
powerplant projects. The agriculture sector is expected to register 
a more moderate pace following the exceptional post-El Niño 
rebound in 2017, supply and production constraints as well as 
adverse weather conditions in 2018. Meanwhile, in the early part 
of the year, mining & quarrying sector was projected to register 
higher growth, reflecting the continued pickup in natural gas 
production. However, in the second quarter of 2018, the sector 
declined due mainly to declining natural gas output following 
unplanned supply outages in Sabah and Sarawak.

On the supply 
side, all economic 
sectors are 
projected to 
expand in 2018, 
with services and 
manufacturing 
sectors remain the 
key contributors to 
overall growth
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Based on the official projection made in the early part of 2018, the external sector will remain resilient 
amid further strengthening in the global economy. Both gross exports and imports are projected 
to grow at above-average trends, albeit at a more sustainable pace of 8.4% and 8.6%, respectively. 
Overall, Malaysia’s current account balance is expected to record a surplus of between 2.0 - 3.0% of 
Gross National Income (GNI) in 2018.

In the month of August 2018, during the release of second quarter 2018 GDP by BNM, headline inflation 
in 2018 was projected to be lower compared to the forecast earlier in the year. This revised forecast 
has taken into account the anticipated impact of recent policy measures, including the zerorisation 
of the GST and the fixing of retail fuel prices, on domestic cost factors. However, going forward and 
continuing into 2019, based on the latest Monetary Policy Statement released in September 2018, 
headline inflation is expected to edge upwards taking into consideration the impact of policy measures 
on domestic cost factors. The impact of the changes in the consumption tax policy on headline inflation 
will be transitory and lapse towards the end of 2019. Underlying inflation is nevertheless expected to 
remain relatively stable.
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The monetary policy in 2018 will be focusing on ensuring the sustainable growth of Malaysian 
economy while maintaining price stability. At the Monetary Policy Committee (MPC) meeting held in 
January 2018, the Overnight Policy Rate (OPR) was raised by 25 basis points to 3.25%. This was done 
in ensuring that the monetary policy stance remains accommodative and sufficient for sustainable 
growth prospects while mitigating risks that could arise from a prolonged period of low interest rates. 
At the subsequent meetings in March, May, July and September 2018, the MPC decided to maintain 
the OPR at 3.25%. At the current level of the OPR, the degree of monetary accommodativeness is 
consistent with the intended policy stance. The MPC will continue to monitor and assess the balance 
of risks surrounding the outlook for domestic growth and inflation.

Fiscal policy in 2018 is aimed towards strengthening the fiscal position by lowering the fiscal deficit 
to 2.8% of GDP without undermining the economic growth and prosperity of the people. To achieve 
the goal, two committees will be established by the new Government namely the Public Finance 
Committee to provide a medium-term fiscal plan including fiscal consolidation and Tax Reform 
Committee that will assess the overall tax system to make it more efficient, neutral and progressive. 
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SME Developments
and Outlook

In line with the performance of  Malaysian economy in 2017, 
SMEs in Malaysia recorded a higher economic growth of  7.2% 
in 2017 (2016: 5.2%), driven by strong domestic demand, led by 
both consumption and investment activities, higher SME exports as 

well as continued growth in employment and income. The higher SME 
growth was also reflected across all major economic sectors. Nevertheless, 
going forward in 2018, SME Gross Domestic Product (GDP) growth is 
expected to expand at the lower-end of  the projection range of  
7.0 - 8.0%, given that Bank Negara Malaysia (BNM) has revised the 
overall GDP growth projection to 5.0%, below the official overall GDP 
growth projection of  5.5 - 6.0% in 2018. The growth will be supported 
by higher private consumption, improved business sentiment and 
consumer confidence as well as favourable global economic outlook. 
In addition, greater certainty in domestic policies and initiatives by the 
new Government is expected to provide support to growth prospects. 

DEVELOPMENTS OF SMEs IN ADVANCED
AND EMERGING ECONOMIES
Being the Central Coordinating Agency for SME development in Malaysia, SME Corp. Malaysia 
represents the voice of SMEs and the proponents of their growth in international platforms, such as 
the Association of Southeast Asian Nations (ASEAN), Asia Pacific Economic Cooperation (APEC) and 
Organisation for Economic Cooperation and Development (OECD). Over the years, the contribution 
of SMEs to economic growth, employment and development in the region plays a crucial part in 
achieving sustainable economic development and regional economic integration. 

In ASEAN, SMEs constitute a large number of establishments in all ASEAN member states, 
ranging between 88.8 - 99.9% and contribute significantly in creating employment opportunities, 
ranging between 51.7 - 97.2%. Focusing on the ASEAN Economic Community, at the regional level, 
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programmes and initiatives on SME development will be guided by the ASEAN Strategic Action 
Plan for SME Development 2016 - 2025 (SAPSMED 2016 - 2025), which gives strong emphasis on 
innovation, technology and productivity. In this Plan, Malaysia and Lao PDR are the country champions 
for Strategic Goal B (SGB): Increase Access to Finance which are responsible to lead, coordinate, 
implement and monitor SGB initiatives at the regional level. 

Under the SGB, various initiatives have been implemented at ASEAN level such as Basic Research on 
SMEs Access to Finance Environment, Credit Guarantee System (including credit insurance) and Credit 
Information; SME Finance Roadshow; ASEAN Institutional Framework on Access to Finance for MSME 
and Facilitating Equity Crowdfunding (ECF) in the ASEAN Region. On top of that, Malaysia being the 
champion of this initiative strategic goal, has undertaken a project in the country on the establishment 
of an online SME financing platform to overcome information asymmetry between financial   
institutions (FIs) and SMEs which then enable SMEs to source financing solution needs efficiently and 
seamlessly. The Train-the-Trainers Programme on SME Financing was also conducted nationwide to 
build the capacity and capability of FIs in order to provide quality advisory services to SMEs.

In 2018, Singapore resumes the chairmanship of ASEAN under the theme ‘Resilient and Innovative’. 
The occasion will encapsulate the key vision for ASEAN to be united in the face of growing uncertainties 
in the global economic landscape. Recognising the emerging of ground-breaking technologies 
and future trends, these disruptive digital technologies bring about vast opportunities as well as 
challenges. Thus, SMEs must be adaptable and forward looking in equipping themselves with 
necessary skills to boost their capabilities and build a future-ready ASEAN.

In accordance to the vision to develop progressive SMEs, the rich platform of APEC provides great 
opportunities for SMEs to learn about good policies and best practices as well as create synergy 
among the SMEs in other member economies.  Echoing the  rising of  digital  economy  as  the  enabler  
in  today’s  businesses, APEC 2018 which was hosted by Papua New Guinea came up with the theme 
‘Harnessing Inclusive Opportunities, Embracing the Digital Future’. The three key priorities being 
highlighted relates to improving connectivity and deepening regional economic integration; promoting 
sustainable and inclusive growth as well as strengthening inclusive growth through structural reform. 
Through this theme, 21 member states will strategically work on growth, inclusivity and sustainability, 
while at the same time, embrace critical opportunities in the digital economy for the benefit of SMEs.

Meanwhile, the advance of Internet economy and digital transition have the potential to unlock finance 
for SME, such as financial technology (Fintech) and alternative financing. Looking at the financing 
side, the OECD 2018 Scoreboard on ‘Financing SMEs and Entrepreneurs’ provides information on 
the SME finance conditions and trends. The Scoreboard indicated that finance environment for SMEs 
has improved, with bankruptcies in 2016 fell in majority of OECD countries and non-performing loans 
were lower than the post financial crisis period. Survey data also signalled favourable credit conditions, 
with lower SME interest rates and a decline in loan rejection rates in many countries. Nevertheless, 
challenges still persist. Findings highlighted that new bank lending to SMEs decreased in many countries 
in 2016. Some countries pointed the low bank lending was mainly due to weak demand for credit, weak 
macroeconomic performance, slow economic recovery and risk aversion in the financial sector.

Meanwhile, the advance of  Internet economy and digital 
transition have the potential to unlock finance for SME, such as 

financial technology (Fintech) and alternative financing
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In the face of these challenges, SMEs are increasingly turning to alternative financing instruments. 
This diversification of financing avenues is crucial as many SMEs still over-reliant on bank credit and 
some continue to face financing constraints which becomes a barrier towards growth. The evolving 
landscape in SME financing depicts the pervasiveness of technology platforms and redefine a new way 
of doing business for SMEs.

Honouring the significant contribution and importance of SMEs as the growth engine of a country’s 
economy, the General Assembly of the United Nations in April 2017 has declared 27 June as the 
World Micro, Small and Medium-sized Enterprises (MSME) Day. With the main goal to increase public 
awareness in supporting small business towards greater achievement, the special dedicated day 
for SMEs also acts as a platform in fostering research presentations, policy discussions, practitioner 
workshops and at the same time commemorates the spirit of entrepreneurship across the globe.

PERFORMANCE OF SMEs IN MALAYSIA
Overview: Growth Trends of SMEs during 2011 - 2017
Based on the statistics on SMEs by the Department of Statistics, Malaysia, real GDP growth of SMEs 
has consistently outperformed the overall economy with the average annual growth rate of SMEs at 
6.6% compared to 5.2% for the overall GDP in the growth period of 2011 - 2017. This has resulted in 
the contribution of SMEs to overall GDP increased from 32.2% in 2010 to 37.1% in 2017.

In terms of performance by economic sectors, the increase in share of SMEs to GDP in the growth 
period of 2011 - 2017 was largely contributed by the services sector and further supported by the 
construction sector. This is reflected by the higher average annual growth rates for SME construction 
sector at 9.7% and SME services sector at 7.0%, compared to the overall SME GDP average 
growth rate of 6.6% (refer to Table 2.1).

Table 2.1: SME GDP by Economic Sector (constant 2010 prices)

1 CAGR refers to compounded annual growth rate (underlying growth of 7.9% for 2014)
2 Total value-added after taking into account import duties

Source: Department of Statistics, Malaysia
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SME GDP by
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32.2

4.3

0.05
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19.6
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2.2
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+4.9

-0.2

+0.15
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6.6

2.9

9.1

6.4
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7.0
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PERFORMANCE IN 2017

In 2017, SMEs recorded a higher GDP 
growth of 7.2% compared to 5.2% in the 
previous year and continued to surpass 
the overall GDP growth of 5.9%. The 
higher SME GDP growth was supported 
by strong domestic demand, led by both 
private consumption and investment 
activities, sustained domestic and 
foreign tourist spending, partly from 
hosting the 2017 Southeast Asian (SEA) 
Games as well as higher exports demand 
for products and services of SMEs from 
ASEAN and other trading partners. 

Chart 2.1: SME GDP and Overall GDP Growth (%)
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Source: Department of Statistics, Malaysia and SME Corp. Malaysia
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On the supply side, most economic sectors of SMEs registered higher growth in 2017 compared to    
the previous year. The performance of the two main sectors, services and manufacturing, benefited 
from improvements in domestic and external conditions. Meanwhile, growth of SMEs in agriculture 
sector rebounded to 7.3% (2016: -1.9%) due to the turnaround of palm oil production and other 
agricultural crops. When compared between the overall economy and SMEs, the SME GDP growth 
was higher across all economic sectors except construction sector (refer to Table 2.2).

Table 2.2: SME GDP and Overall GDP Growth by Economic Sector (constant 2010 prices)

In terms of sectoral contribution 
to SME GDP in 2017, the services 
sector was the largest contributor 
(59.7%) to total SME GDP, followed 
by manufacturing (21.5%), agriculture 
(11.2%), construction (5.8%) and mining 
& quarrying (0.4%). The SME GDP 
structure is somewhat similar to the 
overall GDP structure with the exception 
that contribution of SME GDP in mining 
& quarrying is small given the fact that 
SMEs in this sector accounted for only 
a small share of total establishments of 
SMEs and mainly from the quarrying 
segment (refer to Table 2.3).  

Table 2.3: SME GDP and Overall GDP Share by Economic Sector (constant 2010 prices)

Note: Figures may not necessarily add up due to rounding

Source: Department of Statistics, Malaysia

Overall GDPSME GDP
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2017
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Total

59.7
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5.8

0.4

1.4

100.0

54.5

23.0 

8.2

4.6
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100.0

Source: Department of Statistics, Malaysia
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SME Value-added in the Services Sector

Chart 2.2: SME Value-added Growth of Sub-sectors in the Services Sector (%) 
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Value-added of SMEs in the services sector recorded a growth of 7.3% in 2017 (2016: 6.5%), 
supported by expansion across all sub-sectors. The wholesale & retail trade, F&B and accommodation 
sub-sector which accounted for 62.3% of SME value-added in the services sector grew at the fastest 
pace of 7.5%. Growth was underpinned by retail trade and motor vehicle segments. 

The wholesale & retail trade, 
F&B and accommodation 
sub-sector which accounted for 
62.3% of  SME value-added in 
the services sector grew at the 
fastest pace of  7.5%
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Chart 2.3: Components of Value-added of SMEs in the Services Sector (%)
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Growth in the finance, insurance, real estate and business services sub-sector as well as transportation 
& storage and information & communication sub-sector were further supported by higher consumer 
and business spending in line with improving consumer sentiments and business conditions.
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In 2017, the SME value-added in the manufacturing sector increased by 6.8% (2016: 4.8%), led by 
food, beverages and tobacco products sub-sector which registered a double-digit growth of 11.0% 
benefiting from the higher demand for food-related products. In non-metallic mineral products, basic 
metal and fabricated metal products sub-sector, growth was sustained at 6.1% in 2017 (2016: 6.2%), 
supported by basic metal. Meanwhile, petroleum, chemical, rubber and plastic products sub-sector 
expanded at a slower pace at 4.3% (2016: 5.4%). 

SME Value-added in the Manufacturing Sector

Chart 2.4: SME Value-added Growth of Sub-sectors in the Manufacturing Sector (%)
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Chart 2.5: Components of Value-added of SMEs 
in the Manufacturing Sector (%)
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SME Value-added in the Agriculture Sector

Chart 2.6: SME Value-added Growth of Sub-sectors in the Agriculture Sector (%)
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In the agriculture sector, SME value-added growth rebounded to 7.3% (2016: -1.9%), driven mainly 
by double-digit growth in agricultural crops & livestock sub-sector, including rubber and palm oil. 
The production of rubber and oil palm increased as yields recovered from the negative impact of 
El Niño in 2016. This sub-sector continued to remain the largest contributor (80.6%) to SME 
value-added in the agriculture sector. 

Crops & livestock

Fishing

Forestry & logging

80.6%

16.1%

3.3%

Note: Figures may not necessarily add up due to rounding

Source: Department of Statistics, Malaysia

2017 

Chart 2.7: Components of Value-added of SMEs 
in the Agriculture Sector (%)
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SME Value-added in the Construction and Mining & Quarrying Sectors

The value-added growth of SMEs in the construction sector was sustained at 6.6% in 2017 
(2016: 6.8%), following slower activities in special trades and civil engineering. The overall performance 
of the sector was also affected due to slower construction growth in residential buildings. 

Meanwhile, value-added of SMEs in the mining & quarrying sector recorded a higher growth of 
8.9% in 2017 compared to 8.2% in the previous year, underpinned by strong stones, rocks & granite 
quarrying activities which account for 38.5% of the total SME value-added in the mining & quarrying 
sector.  

Chart 2.8: SME Value-added Growth in the Construction and Mining & Quarrying Sectors (%)
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Chart 2.9: Components of Value-added of SMEs in the Construction and 
Mining & Quarrying Sectors (%)
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Chart 2.10: Percentage Share of SME Employment to Total Employment (%) 
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Employment of SMEs

In 2017, SMEs accounted for 66.0% of total 
employment in Malaysia (2016: 65.3%) as 
employment of SMEs continued to increase 
with a growth of 3.4% (2016: 2.1%) (refer to 
Chart 2.10 and 2.11), in line with the trend in 
GDP growth of SMEs.  The growth for SME 
employment was higher while large firms 
remained flat at -0.01% in 2017, partly due to a 
shift of employment from large firms to SMEs. 
In terms of SME employment by economic 
sector, about 62.0%  of SME employment were 
generated by the services sector, particularly in 
the distributive trade, food & beverages and 
professional, scientific & technical sub-sectors. 
Meanwhile, manufacturing sector was the 
second largest contributor (16.5%) followed by 
agriculture (11.0%), construction (10.5%) and 
mining & quarrying (0.3%).
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Chart 2.11: Employment Growth Performance by Firm Size (%) 
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Chart 2.12: Components of SME Employment by Economic Sector (%)
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Labour productivity of SMEs as measured by real value-added per worker continued to improve 
by 3.7% in 2017 (2016: 3.0%), with a value of RM63,167 as compared to RM60,887 in 2016  
(refer to Chart 2.14). The growth in productivity was attributed by the strong productivity growth in the 
mining & quarrying (11.9%) and services (6.0%) sectors during the year. 

Nevertheless, the productivity gap between SMEs and large firms has remained at 3.3 times since 
2016. This is mainly due to gains in productivity of large firms that were supported by higher 
investment in capital and greater participation from high-skilled workers. 

Productivity of SMEs

Chart 2.13: Productivity Growth by Firm Size (%)   
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Chart 2.14: Productivity of Firms by Size
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Chart 2.15: Exports Growth by Size (%) 
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Exports of SMEs

One of the key highlights in year 2017 was the rebound in the performance of total exports as global 
demand strengthened following the upswing in the global technology cycle, investment expansion 
in the advanced economies and the turnaround in commodity prices. The materialisation of positive 
spillovers from the external trade further reinforced SME exports by recording its highest growth rate 
since 2011. 

In 2017, SME exports registered a higher growth of 7.9% in 2017 compared to 7.0% in 2016 
(refer to Chart 2.15), driven by growth in the agriculture (48.1%), manufacturing (7.8%) and services 
(6.7%) sectors. The double-digit exports growth performance of SMEs in the agriculture sector was 
attributed mainly by higher exports in banana, pineapple, poultry and commodity-related production, 
such as palm oil and rubber. Meanwhile, exports of SMEs in the manufacturing sector which contributed 
47.2% to total SME exports in 2017 was supported by growth expansion in mineral fuel, inedible crude 
materials, animal, vegetable oil & fats products and lubricants & related materials. The major exports 
destinations for SMEs in the manufacturing sector were Singapore which accounted for 18.3%, 
followed by PR China (9.2%) and United States (US) (7.6%). In the services sector, the growth of SME 
exports moderated as exports of travel, transport and other business services which accounted the 
bulk of total SME services exports (96.2%) grew at a slower pace in 2017. 

In terms of percentage share, the contribution of SME exports to total exports during the year was 
lowered at 17.3% (2016: 18.6%) (refer to Chart 2.16). This is mainly due to the robust exports by large 
firms which registered a double-digit growth of 17.9%, driven by higher manufactured exports, namely 
electrical & electronics and petroleum-related products, including liquefied natural gas and crude oil. 
Thus, large firms benefited significantly from the upturn in global economic growth and trade activity.  
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Chart 2.16: Percentage Share of SME Exports by Economic Sector (%) 
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OUTLOOK FOR SMEs IN 2018

In 2018, against the expectations of 
continued expansion in global growth 
and sustained growth momentum of the 
Malaysian economy, optimism seems to be 
on the rise for SMEs in Malaysia. The outlook 
on positive performance is reflected in the 
latest survey on RAM Business Confidence 
Index (3Q - 4Q 2018). In this Survey 
(refer to Chart 2.17), SMEs remained upbeat 
about their prospects for the next six 
months whereby SMEs’ turnover and 
profitability indicators continued their 
stable trend, improving for third consecutive 
times. SMEs were also noticeably more 
optimistic on their performance outlook 
post-14th General Election (GE14) due to the 
expectation of higher consumer spending 
towards the end of the year, resulting from 
the removal of the Goods and Services Tax 
(GST) effective 1 June 2018 for three months 
until the Sales and Services Tax (SST) was 
reintroduced in September 2018. 
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Chart 2.17: RAM Business Confidence Index 
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Chart 2.18: MIER Indices: Business Conditions Index and Consumer Sentiments Index 
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The anticipation of higher private sector spending was also supported by the strong improvements 
in the Second Quarter of 2018 (2Q 2018) Malaysian Institute of Economic Research (MIER) Consumer 
Sentiments Index (CSI) and MIER Business Conditions Index (BCI) (refer to Chart 2.18). The MIER CSI 
increased to its highest level in 21 years to 132.9 points during the period, underpinned by higher 
level of disposable income due to the abolition of GST, expectations of improvement in consumers’ 
economic welfare and favourable employment outlook. Similarly, businesses were also upbeat about 
the economy as the BCI increased to 116.3 points, the highest level since the first quarter of 2012, 
indicating renew confident and hope in the new Government that will spur business activity and 
improve demand conditions. Other MIER’s indices, particularly Employment Index and Retail Trade 
Index also breached the 100-point optimism threshold as depicted in Chart 2.19. 
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Chart 2.19: MIER Indices: Retail Trade Index, Tourism Market Index and Employment Index
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Chart 2.20: DOSM Leading Index (%)
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In line with the surveys conducted by RAM and MIER, the latest First Half of 2018 (1H 2018) FMM-MIER 
Business Conditions Survey showed that the business conditions outlook for manufacturing sector in 
Malaysia was positive in the second half of 2018 as sales production volume, hiring of workers, cost and 
capacity utilisation were expected to be improved. 

Moreover, Department of Statistics, Malaysia’s Leading Index recorded a flat growth of 0.3% in 
June 2018 compared to negative growth of 0.7% in the previous month. The latest reading indicated 
that Malaysian economy as a whole will continue to expand albeit at a slower pace in the next four to 
six months. 

Looking at the medium-term outlook, majority of CEOs in small and mid-sized firms indicated in the 
Third Quarter of 2018 (3Q 2018) Vistage-MIER CEO Confidence Index that they are confident about 
current state of the economic condition in Malaysia and expected it to become better in the next 
12 months. The index rose to 107.1 points, its highest level since second quarter of 2011. 
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Chart 2.21: Growth Projections of SME GDP and Overall GDP (%)
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In 2018, on the outlook of SMEs performance, SME GDP growth is expected to expand at the 
lower-end of the official estimated range of 7.0 - 8.0% (refer to Chart 2.21). This estimation is based 
on actual overall GDP growth performance in the first half of 2018 at 4.9% and the downward revision by 
BNM on the overall annual GDP growth projection to 5.0% during the second quarter of 2018 GDP press 
conference, below the official overall GDP growth projection of 5.5 - 6.0% in 2018 announced earlier.

Similarly, the Nikkei Malaysia Manufacturing Purchasing Managers’ Index (PMI) in August 2018 
indicated that the level of business sentiment towards the next 12 months for output strengthen to a 
four-month high, with confidence rooted in positive forecasts of sales and an expected improvement 
in demand conditions.

Despite the optimistic outlook especially post-GE14, SME growth performance will continue to be 
influenced by challenges in the global and Malaysian economy. On the global front, the anticipation 
of a faster pace of US interest rate normalisation in 2018, further inward-looking trade policies, 
sharper-than-expected growth moderation in PR China and geopolitical risks are expected to linger. 
These challenges could affect global demand and further dampen the consumer, investor and 
business sentiments affecting SMEs in Malaysia. 

Meanwhile, on the domestic front, concerns over the possible impact of removal of GST with the 
implementation of SST, review of mega infrastructure projects and higher minimum wage could 
affect business cost and performance of SMEs. The rise of online business including e-commerce 
marketplace also raised some concerns and challenges to brick-and-mortar stores which are mainly 
SMEs. Assessment on information and communication technology (ICT) adoption among SMEs and 
challenges faced by SMEs in digital transformation is described in the Box Article on ‘Digitalisation 
Survey of SMEs in 2018’.
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BOX ARTICLE

Survey on
SMEs in 2017 

As the Secretariat to the National SME Development 
Council (NSDC), SME Corp. Malaysia has been conducting 
twice a year surveys on SMEs since 2009 as part of  its 
surveillance work to monitor the development and assess 
the performance of  SMEs in Malaysia. The surveys are 
also intended to identify emerging challenges and issues 
faced by SMEs on the ground. The feedback gathered from 
the surveys will then enable the Government to formulate 
comprehensive SME development policies and effective 
programmes for SMEs. The surveys are conducted through 
various channels, such as SME Corp. Malaysia state offices, 
various Government agencies, SME-related associations 
and through the banking sector in collaboration with Bank 
Negara Malaysia. The coverage is broad, encompassing 
SMEs across all economic sectors, regions (including Sabah 
and Sarawak) and establishment size. 

Third Quarter 2017 SME Survey

The Third Quarter 2017 (3Q 2017) SME Survey which involved 1,469 respondents was aimed at 
gauging the recent SME business performance and outlook as well as identifying challenges 
faced by SMEs. These include issues on cost of doing business, financing, human capital, 
export, information and communication technology (ICT) adoption and e-commerce, Industrial 
Revolution 4.0 (IR 4.0) and other pertinent or relevant issues that may possibly affect SMEs 
directly or indirectly. 
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Cost of Doing Business
Findings of the Survey indicated that rising cost of doing business has been the main issue 
facing SMEs as the Survey respondents continued to experience an increase in their operating 
cost. The Survey findings revealed that more than two-third (69.4%) of the total respondents 
cited an average annual increase of 20.0% in their operating cost, which is at a faster rate than 
in previous quarters (refer to Chart 1).

Respondents most affected were those in manufacturing and construction sectors as well as 
small-sized firms. The cost hike was mainly due to higher cost of raw material and other inputs, 
higher electricity bill and charges as well as higher fuel and gas for transportation. In order to 
alleviate the rising cost of doing business, respondents specified that in the near term, they 
would undertake a few measures or business strategies, such as reducing operating costs, 
intensifying promotional activities as well as introducing new products and services. 

Cash Flow and Payment Issues
Cash flow or liquidity issue has been among the main concern for SMEs. As SMEs are strapped 
for cash, this issue is amongst the biggest obstacle to business growth. With the challenging 
business environment facing SMEs, about 35.9% of the respondents experienced cash 
flow problem, particularly microenterprises and SMEs in services and construction sectors 
(refer to Chart 2). According to the Survey findings, the cash flow problem can be attributable 
to a few factors, such as high cost of doing business, late payment by customers and clients 
and Goods and Services Tax (GST). Late payment is an increasing problem that affect SMEs’ 
cash flow. In the 1Q 2017 SME Survey, about 42.3% of SMEs reported late payment as a factor 
contributed to cash flow problem while in the 3Q 2017 SME Survey, that figure rose to about 
45.8%. As SMEs rely heavily on cash flow from operations, late payment can affect their ability to 
effectively operate and grow their businesses.

Chart 1: Operating Cost of SMEs (%)   
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During the third quarter 2017, about 13.4% of the respondents faced payment problem by the 
principal, paymaster or debtor, who were mostly SMEs themselves. In addition, with regards 
to payment term, about 52.8% of respondents cited that their suppliers only allow for cash on 
delivery while some (26.5%) stated that their suppliers gave such a short credit period. 

Business Financing
SMEs continued to have access to financing with about 89.8% approval rate, lower than 97.0% 
approval rate recorded in the previous quarter. Of those approved, about 18.5% of them made 
up of first-time borrowers. Nevertheless, with the current high cost of doing business and the 
increase in cash flow problem, the demand for loan from financial institutions has gradually 
decreased (refer to Chart 3). The slowdown in the loan application was also due to existing 
outstanding financing facilities owned by respondents. During the quarter under review, about 
48.3% of total respondents have outstanding financing facilities for their businesses. Of which, 
about 52.7% did not apply for any new or additional financing from financial institutions. The 
result indicated that SMEs were reluctant to further widen the debt exposure of their businesses. 
For loan applicants whom have been rejected by the banks, the main reasons given were 
business is too young (27.3%), no or poor financial track record (24.2%) and difficult to evaluate 
the application (24.2%). 

Chart 2: Factors affecting Cash Flow Problem (%)   
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Human Capital
When it comes to hiring of labour, majority of the respondents (82.8%), particularly 
microenterprises and those in the services sector preferred local workers. From the total 
respondents of the Survey, only about 17.2% of them hired foreign workers, mainly SMEs in 
manufacturing, construction and agriculture sectors and small and medium-sized firms, which 
was slightly lower than 17.4% recorded previously. Although hiring of foreign workers was 
relatively low, about 35.7% of the respondents who hired foreign workers had no intention to 
reduce dependency on them. Detailed findings also showed that SMEs had retrenched mostly 
local workers, especially low-skilled and semi-skilled local workers partly due to their poor 
performance and low productivity and as part of cost-cutting measure. On retrenchment, of 
those respondents who retrenched their workers, about 54.8% of them intend to hire temporary 
or contract workers. 

ICT Adoption
Information and communication technology (ICT) can be defined as technologies that provide 
access to information through telecommunications, which includes internet, wireless networks, 
cell phones and other communication medium. Although there is no single or universal 
definition of ICT, the term is generally accepted to mean all devices, networking components, 
applications and systems that allow people and organisations to interact in the digital world. 
In recent years, adoption of ICT among SMEs has increased tremendously. Based on the 
3Q 2017 SME Survey, majority of the respondents (85.0%) utilised computers in their daily 
business operations, followed by usage of smartphones or tablets (78.1%) and internet (66.2%) 
(refer to Chart 4). In line with the rapid ICT adoption, the Survey also saw a discernible increase 
in the participation of SMEs in online business. During the quarter under review, about 28.0% 
of SMEs involved in online business, slightly higher than 27.2% recorded in the previous 
quarter, with 30.0% of their total business sales were from online sales. Of those involved in 

Chart 3: Financing Demand and Approval Rate (%) 
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online business, 26.5% of them utilised e-commerce marketplace, such as LAZADA.com and 
Alibaba.com for their online businesses (1Q 2017: 24.5%). The high utilisation of e-commerce 
marketplace showed that SMEs are more receptive towards e-commerce and have embraced 
the idea of digital economy. Interestingly, of those involved in online business, about 17.8% of 
them export their products and services online, whereby percentage of online export sales to 
total online sales was 20.0%. Likewise, Survey findings also showed that, of those export their 
products and services online, 15.0% of their total business sales were from online export sales. 

Export Market
Focusing on the export activity of SMEs, the Survey findings showed that about 14.7% 
(1Q 2017: 13.8%) of the respondents export their products and services to foreign markets, 
mainly to ASEAN, China and the United States. On average, 20.0% of the total products or 
services were sold abroad. Interestingly, of those respondents who were exporting to the 
international markets, about 22.2% of them being the first-time exporters, much higher than 
17.2% recorded in the previous Survey. Moving forward, almost one-third of the non-exporters 
intend to penetrate markets abroad, as opposed to only 19.4% recorded in the first quarter 
of 2017.  This finding revealed that the respondents are very much interested to widen their 
market access by undertaking various initiatives to further boost their export, such as building 
networking with people in the targeted market, diversifying into new export markets and 
participating in international trade promotional activities. Nevertheless, there are still some 
constraints facing SMEs in going abroad, such as inadequate information on the targeted 
market, higher operating cost expected as well as inadequate knowledge on global demand 
for products or services (refer to Chart 5). 

Chart 4: ICT Adoption among SMEs (%) 
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Industrial Revolution 4.0
In the era of Fourth Industrial Revolution or Industrial Revolution 4.0 (IR 4.0), SMEs need to 
accelerate their automation and digitalisation initiatives to continue remain relevant and 
competitive. In the 3Q 2017 SME Survey which looks at the status of awareness and readiness 
of SMEs towards IR 4.0, findings revealed that about 31.8% of the respondents, particularly 
SMEs in the manufacturing as well as small and medium-sized firms are aware of the IR 4.0. 
Of which, about 69.0% of them are ready for the IR 4.0, mainly microenterprises and SMEs in 
the manufacturing sector. In addition, of those who are aware of the IR 4.0, 66.4% of them are 
expecting that productivity and efficiency will increase with the adoption of the IR 4.0. Meanwhile, 
62.1% of those who are aware also cited that insufficient knowledge and skills of employees is 
the greatest challenge for the successful implementation of the IR 4.0 (refer to Chart 6). 

Chart 5: Constraints for SMEs to Export (%)   
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Based on the findings, there are still a lot of initiatives to be undertaken by the Government for 
SMEs to embrace IR 4.0 and to stay competitive, amidst the challenging business environment. 
On the other hand, SMEs need to continue exploring existing and new technologies in 
aligning their businesses towards IR 4.0. 

Chart 6: Issues on IR 4.0 (%)   Of those who are aware:
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BOX ARTICLE

Digitalisation Survey 
of SMEs in 2018

Embracing digital can be broadly categorised into computerisation and digitalisation where 
computerisation means adoption and usage of digital devices however more towards 
individual usage and limited business usage, and digitalisation is defined as business process 
transformation including customer management, transaction, services and feedback in a 
complete digital environment. As the pace of digitalisation picks up around the world, it is 
extremely imperative for Malaysian SMEs to accelerate the adoption of digital technologies 
to spur economic growth, as they represent 98.5% of the total establishments. Nevertheless, 
analyses reflect that SMEs often struggle with digital developments. Barriers to infrastructure, 
regulatory and administrative burdens, insufficient access to finance and digital skills in the 
workforce are some issues facing SMEs. Accordingly, SME Corp. Malaysia together with Huawei 
Technologies (M) Sdn. Bhd., and supported by IDC Malaysia and University Consortia (UC) 
collaborated in conducting the Malaysia Digital SME Study. 

As part of the Study with the aim to accelerate the development of Malaysian SMEs towards 
embracing digital culture effectively, a Digitalisation Survey of SMEs was conducted during the 
period of May to June 2018. The Survey is part of the work plan in assessing the technology 

Digital technologies continue to influence enterprises and 
individuals alike and its application amongst businesses is 
widespread. A lot of  studies recognise and establish the key 
role that digital technologies play in improving the business 
landscape by creating unparalleled opportunities to boost 
growth, expand jobs and accelerate innovation. Given a shift 
towards the digital environment, a myriad of  technological 
trends, in particular, the Mobile Broadband, Cloud 
Computing, Big Data Analytics and Internet of  Things (IoT) 
can elevate business growth and open up new business 
opportunities in various different industries.
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adoption landscape of Malaysian SMEs and identifying opportunities to enhance SME 
productivity and business growth. Among the areas explored in the Survey are ecosystem status 
and gaps, infrastructure, skill set development and e-business. The Survey was conducted 
through interview, phone call and face-to-face as well as online platform and physical distribution. 
Likewise, the feedback of the Survey was also gathered from the relevant stakeholders, such 
as various Government Ministries and agencies, SME-related associations and SMEs through 
engagement sessions and focus group discussions. The coverage is broad, encompassing SMEs 
across all economic sectors and industries as well as establishment size throughout the country.

The Study also included analysis of few benchmarked countries like Spain, Czech Republic 
and Singapore where specific initiatives had assisted nations overcome the challenges of 
digitalisation faced by their respective SMEs and can act as good reference for Malaysian SME 
ecosystem.

Profile of Survey Samples

The comprehensive Survey cuts across all economic sectors, industries, business sizes and 
regions, with a total respondents of 2,033 SMEs. 

The services sector (55.8%) makes up the largest group of respondents followed by 
manufacturing (27.8%), construction (13.4%) and agriculture (3.0%) sectors. Microenterprises, 
which are mostly business operators with less than five full-time employees constituted 52.4% 
of the total respondents. Meanwhile, about 41.2% of the respondents are small-sized firms and 
the balance 6.4% are medium-sized firms (refer to Chart 1).

 Chart 1: Number of Respondents and Percentage Share by Sector and Business Size
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Geographically, Central Region accounted for 25.3% of total respondents surveyed, followed by 
South (22.5%), North (21.0%) and East Coast (18.3%) Regions as well as Sabah & Sarawak (12.9%) 
(refer to Chart 2).

Main Findings of the Survey

Business Outlook and Strategy
The Survey done during the period of 
May - June 2018 highlighted that majority of SMEs 
are bullish about the near-term business outlook, 
with 66.7% of total respondents anticipated that 
their businesses to improve in the next financial 
year. However, almost one-third of respondents 
across all regions are worried about their 
businesses, particularly those in the manufacturing 
and construction sectors. In the near term, given the 
expected business shift in the digital environment, 
most of the respondents are planning to develop 
new products or services and increase online 
marketing, particularly SMEs in manufacturing and 
services sectors, across all regions. Meanwhile, 
respondents from South and East Coast Regions 
as well as Sabah & Sarawak are more focused on 
developing employee skill sets in order to improve 
their businesses (refer to Chart  3).

In the near term, given 
the expected business 
shift in the digital 
environment, most of  
the respondents are 
planning to develop 
new products or services 
and increase online 
marketing, particularly 
SMEs in manufacturing 
and services sectors, 
across all regions

 Chart 2: Distribution of Respondents by Region (%)

North Region, 
21.0%

East Coast,
18.3%

Sabah and Sarawak,
12.9%

Central Region,
25.3%

Southern Region,
22.5%

Source: Digitalisation Survey of SMEs in 2018, SME Corp. Malaysia & Huawei Technologies (M) Sdn. Bhd.



SME Annual Report 2017/18044

CHAPTER 2 : SME Developments
 and Outlook

Chart 4: ICT Tools or System Usage (%)
ICT Adoption
Overall, about 79.7% of the 
total respondents realised the 
importance of ICT adoption and 
its role in improving business 
productivity and efficiency. 
Interestingly, detailed findings 
revealed that productivity 
is rising following utilisation 
of different types of digital 
tools. For instance, SMEs that 
utilised data management 
services which help organise, 
store, display data of business 
operation, sales and customer 
information were able to 
increase their productivity up 
to 60.0%, as compared to SMEs 
that utilised e-business and 
social media initiatives leading 
to increase in productivity to 
only about 27.0% and 26.0%, 
respectively.  
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Presently, ICT usage among SMEs predominantly comes from personal devices, such as 
smartphone (91.4%), basic internet connection (90.1%) and computer or laptop (86.5%). 
The usage of back-end business processes, such as Enterprise Resource Planning (ERP) and 
Customer Relationship Management (CRM) are very low among SMEs (refer to Chart 4). 
Likewise, limited usage of social media and e-commerce also showed that SMEs have achieved 
high computerisation but struggle to cross the chasm to digitalisation that could significantly 
enhance business and productivity gains. 

Usage of Social Media and E-commerce
In the Survey, about 70.5% of the total respondents utilised social media for their businesses, 
with WhatsApp, Facebook and Instagram being the most used social media platforms mainly 
for engagement or interaction with customers. Looking at the findings in detail, utilisation of 
social media for customer engagement is generally high in Malaysia, except for the Northern 
Region, whereby almost one-third of the total respondents do not plan to use social media. With 
regards to e-commerce, about 43.8% of the total respondents were adopting e-commerce, of 
which, about 89.6% of them were using online banking transaction, such as Maybank2u and 
CIMB Clicks, whereas about 70.2% were using cash for payment and only about 22.8% were 
using integrated payment gateway like PayPal and AliPay. It is also noteworthy that about 
one-third of the total respondents still do not plan to use e-commerce, mainly SMEs in the 
manufacturing and construction sectors. Among the reasons cited by the respondents for not 
embarking on e-commerce were that it is not necessary for their businesses and that they prefer 
traditional ways of doing business. With the immense opportunities that come with having a 
reliable online presence, the usage of social media and e-commerce can be seen as important 
business tools to expand SMEs’ businesses through innovative strategies. From the Survey, 
respondents are using the social media mainly for communicating with customers for online 
marketing instead of really introducing more ICT tools to transform their businesses for greater 
gains. These findings showed that SMEs are highly computerised but they face difficulties 
to digitalise their businesses which requires mindset change and development of digital 
workforce as key focus areas for industry ecosystem to work upon.
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Access and Infrastructure
Moving on to the usage of transformation enablers like 
Cloud services and Internet of Things (IoT), Survey findings 
showed that the utilisation of the services among SMEs 
were relatively low. Although about 54.0% of the total 
respondents reported that they used some form of data 
analytics, majority of them were only using spreadsheets 
on their computers. On the utilisation of Cloud services, 
about 44.0% of the total respondents used the services, 
which are largely driven by online storage demand, such as 
Dropbox and Google Drive. Meanwhile, only about 35.0% 
of the total respondents utilised IoT in their businesses 
that is mainly used for security and surveillance as well as 
for fleet management. Although 90.1% of the respondents 
have internet connection, they are still faced with issues, 
such as high price, low internet speed and poor connection. 
In terms of affordability, majority of respondents in the 

Northern Region and East Coast cited that the cost of internet is relatively expensive. Apart from 
that, low internet speed remains a common concern, highlighting the need to strengthen broadband 
infrastructure, as broadband remains an issue holding back SMEs digitalisation. Survey findings 
discovered that fixed broadband, such as Streamyx, Unifi and Time is a preferred broadband channel 
in all regions in Malaysia. Meanwhile, mobile broadband which is wireless internet access through 
smartphone is more preferably by the respondents outside the Central Region. 

Key Challenges 
Besides poor broadband quality, other key challenges faced by SMEs in crossing the digitalisation 
chasm are lack of understanding of digital tool usage, lack of technology knowledge, lack of 
awareness on financing options and limited access to technology. In order to build a conducive 
ICT ecosystem for SMEs, majority of the respondents require assistance in financing, followed by 
technology and development of employee skill set. Besides, about one-third of the respondents 
also require networking and regulatory assistance, highlighted the need of a more engaging and 
collaborative ecosystem. 

Awareness and Participation in SME Programmes 
In the Survey, about 51.0% of the total respondents are aware of the availability of SME 
assistance programmes. However, the participation rate of SMEs in the programmes are low. 
Of those participated in SME assistance programmes, majority of them (71.0%) participated 
in programmes organised by SME Corp. Malaysia, whereas about 25.2% of them 
participated in programmes organised by Malaysia Digital Economy Corporation (MDEC). 
With regards to programmes related to innovation and digitalisation, most of the respondents 
participated in programmes such as Program eUsahawan by MDEC, 11street Workshop by 
11street, HIP 6: Inclusive Innovation and HIP 2: Technology Commercialisation Platform by 
SME Corp. Malaysia. Respondents who did not participate in any of the SME assistance 
programmes cited that they did not have information on the programmes. This finding suggests 
that organisers or implementers of any programmes need to put more emphasis on promoting 
or creating more awareness of all the programmes for SMEs. 
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Way Forward
In line with the objective of the Study, a Whitepaper on digitalisation of SMEs will be published 
by SME Corp. Malaysia and Huawei Technologies (M) Sdn. Bhd., and it will be presented to the 
Government of Malaysia. The Whitepaper will cover details of the Survey findings together with 
the recommendation on policies to increase digitalisation of SMEs, which will be beneficial for 
SMEs, policymakers and researches alike.
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Chapter 3

Policies on SME and 
Entrepreneurship 
Development

Over the last decade, various measures were introduced 
including progressive policies, enabling initiatives as well 
as structural and regulatory reforms with the ultimate aim 
of  creating a conducive environment for micro, small and 

medium enterprises to thrive. Recently, along with the initiative to shift 
from input-driven to productivity-driven economy, much emphasis has 
been given to promoting innovation particularly among SMEs. These 
among others include putting in place the prerequisites for innovation 
culture as well as supportive policies and end-to-end facilitation to guide 
SMEs through the journey from concept to commercialisation. 

The year 2017 saw the introduction of  a few new policies which will 
have bearing on SME and entrepreneurship development in the 
country. For instance, the Insolvency Act 1967 has enabled a second 
chance for bankrupt entrepreneurs with automatic discharge to 
rebound and return to the business scene. In addition, the Employment 
Insurance Scheme was also introduced with the aim to improve social 
security of  workers. Going forward, as Malaysia gears itself  towards 
digital economy as the next frontline for economic growth, the National 
eCommerce Strategic Roadmap (NeSR) which was launched in 2016 
gained momentum in 2017 with the implementation of  the Digital 
Free Trade Zone (DFTZ) pilot project that has further provided a solid 
platform for SMEs to anchor on the internet economy.
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NATIONAL SME DEVELOPMENT 
COUNCIL AND KEY INITIATIVES
Since its establishment in 2004, the National SME 
Development Council (NSDC) has served as the highest 
policy-making body in formulating a comprehensive and 
coordinated approach for development of SMEs in the 
country. Various outcomes have been achieved by NSDC 
after 14 years which among others include the adoption of 
a standard definition for SMEs, establishment of an SME 
database, monitoring and analysis of SME performance 
to facilitate policy formulation, streamlining dissemination 
of information on SMEs, development of SME financial 
infrastructure and formulation of the SME Masterplan
(2012-2020). The Masterplan, which was introduced in July 
2012, targets to push further SME contribution to Gross 
Domestic Product (GDP) to 41.0% by 2020 while the target 
for exports and employment is 23.0% and 65.0% respectively.

One of the recent accomplishments in SME development 
was the introduction of the SME Central Incentives System 
(SCenIc) which aims to enhance transparency in reporting 
and coordination of SME programmes. The System is a 
centralised database of beneficiaries of Government aid 
and serves as an important referral hub to avoid duplication 
and thus optimises the utilisation of resources. SCenIc was 
developed by SME Corp. Malaysia and launched during the 
23rd NSDC Meeting in November 2017.

The Meeting also recognised the importance of further enhancement of the digitalisation of SMEs. 
The NeSR comprising various Ministries and agencies was established towards doubling Malaysia’s 
e-commerce growth rate to reach a GDP contribution of RM211 billion by 2020. Meanwhile, DFTZ 
is an initiative to capitalise on the confluence and exponential growth of the internet economy and 
cross-border e-commerce activities. DFTZ was set up to facilitate seamless cross-border trade and 
enable local businesses to export their goods with a priority for e-commerce.

UPDATES ON SME MASTERPLAN (2012-2020)
Under the SME Masterplan, six High Impact Programmes (HIPs) and 26 supporting initiatives were 
introduced with the objective of accelerating the growth of SMEs in line with Malaysia’s plan to be a 
high-income nation by 2020 through innovation-led and productivity-driven growth.  
.
HIP 1: Integration of Business Registration and Licensing
HIP 1 is led by the Malaysian Administrative Modernisation and Management Planning Unit (MAMPU) 
in collaboration with SME Corp. Malaysia, Companies Commission of Malaysia (SSM), Implementation 
Coordination Unit (ICU), Malaysia Productivity Corporation (MPC) and State Governments. The initiative 
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aims at encouraging the formation of new businesses and 
intensifying the rate of formalisation through a single 
gateway for business registration and licensing. 

The MalaysiaBiz portal was developed as a ‘quick win’ under 
HIP 1. It provides information on 2,919 licenses for 1,174 
business activities based on the Malaysia Standard Industrial 
Classification (MSIC) 2008, covering licensing issued by the 
federal, state and local authorities. As at end of 2017, a total 
of 1,163 License Information Partners have been appointed 
to ensure that information in the portal is current and valid. 
  
Phase 1 of the project involved applications for licensing 
through the Government Online Services Gateway from four 
licensing authorities, namely, Kuala Lumpur City Hall, Ministry 
of Domestic Trade and Industry, the Department of Wildlife 
and National Parks and the Fisheries Department. Phase 1 
of the integration system project involved 17 online systems 
covering 10 registration bodies, three federal agencies and 
four local authorities. Other licensing authorities will be 
added into the portal in the integration phase which will be 
implemented between 2018 and 2020.              

HIP 2: Technology Commercialisation Platform
The Technology Commercialisation Platform (TCP) or HIP 2 is being led by Agensi Inovasi Malaysia 
(AIM) through its subsidiary, PlaTCOM Ventures Sdn. Bhd. The Platform aims to provide end-to-end 
facilitation for commercialisation of SMEs’ products and services. This is to encourage innovation by 
SMEs through a seamless move from proof of concept to commercialisation via a single platform which 
provides access to financing, incubation and testing facilities, market intelligence and other linkages. 

SMEs derive significant benefits from TCP as it removes the risks involved in their development of 
products and services by leveraging on trusted technologies within Malaysia or overseas, thus helping 
to lower the costs of  creating their innovations and a faster time-to-market. This has led to outstanding 
progress achieved under HIP 2 as at end of May 2018, with 165 projects approved, 205 licensing deals 
signed and 40 innovations commercialised. The projects have in turn generated RM44 million in sales.

HIP 3: SME Investment Partner
The SME Investment Partner (SIP) programme is a public-private sector co-funding initiative designed 
to attract private investments in viable SMEs. SIP enhances access to financing for SMEs through its 
four unique features which are:

• Caters to early-stage SMEs (between 3 to 5 years of operation);
• Covers SMEs in all sectors including the traditional wholesale and retail businesses;
• Public-private sector co-funding initiative; and
• Flexibility to offer both equity and debt funding.

As at end of May 2018, three SME Partners have been appointed to raise funds from the private 
investors and subsequently to channel funds to viable SMEs.
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HIP 4: Going Export 
The Going Export (GoEx) programme which is managed by the Malaysia External Trade Development 
Corporation (MATRADE) is aimed at internationalising export-ready SMEs. For this purpose, 
MATRADE has targeted 12 high-value sectors namely, automotive, building materials, electrical and 
electronics, food and beverage, healthcare, lifestyle, ICT, oil and gas, aerospace, machinery and 
equipment, chemicals and logistics services. 

As at end of May 2018, a total of 227 SMEs were admitted into the GoEx programme. 58 SMEs have 
participated in the market immersion programme and RM267 million in potential export sales were 
generated.

HIP 5: Catalyst Programme
The Catalyst Programme which is undertaken by SME Corp. Malaysia aims to develop homegrown 
champions. A total of seven sub-sectors have been identified under the Programme namely, LED/SSL, 
biotechnology, aerospace, medical devices, oil & gas, ship building & ship repair and rail. To date, 
SME Corp. Malaysia has undertaken Catalyst Programme in four sub-sectors which are LED/SSL, 
biotechnology, medical devices and aerospace. As at end of May 2018, eight SMEs have obtained
AS9100 certification under the aerospace sub-sector while capacity building initiatives in the medical 
devices and rail sub-sectors are still ongoing. Under the Programme, the target is to have at least 
70.0% of participants achieving an average annual sales growth of 20.0% for three consecutive years.  

HIP 6: Inclusive Innovation 
The Inclusive Innovation programme aims to assist the bottom 40.0% of the income pyramid (B40) 
by providing affordable, quality products and services to the excluded population. The Programme 
is led by Yayasan Inovasi Malaysia (YIM), an agency under the Ministry of Science, Technology and 
Innovation (MOSTI). As at end of May 2018, 1,440 innovations were received with 424 shortlisted. 
60 innovations were admitted into HIP 6. Ultimately, 23 innovations were ready for diffusion and 
benefited 8,460 people in 21 communities.  

Moving forward, SME Corp. Malaysia plans to undertake 
a new long-term plan to chart entrepreneurship 
and SME development beyond 2020. The proposed 
SME Masterplan 2.0 (2021-2030) will lay out strategies for 
entrepreneurship and SME development for business 
sustainability and competitiveness in order to compete in 
more globalised and high tech marketplace. To achieve 
this, the Masterplan will need to take into account 
the changing demographics, economic and business 
landscapes as well as to identify new opportunities and 
challenges that need to be addressed by Malaysian 
SMEs. The Masterplan will among others look into 
aligning SMEs to reap the benefits from the Megatrends, 
such as Industrial Revolution 4.0 and digitalisation as 
well as to explore new business models arising from 
new emerging financial technology, inclusive business, 
sharing economy and circular economy.
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The Malaysia Productivity Blueprint (MPB) which was launched in 2017, intends to serve as a holistic 
measure to target initiatives to raise productivity levels at the national, sectoral and enterprise levels. 
The Blueprint aims to double labour productivity growth from 1.8% per annum during the 10th Malaysia 
Plan period to 3.7% per annum in the 11th Malaysia Plan period. Malaysia’s GDP has grown from 
RM116.1 billion in 1991 to RM1,174 billion in 2017, an average of 3.0% labour productivity growth. 

Labour productivity in 2017, in terms of value per person employed, was at RM81,268. This represents 
a growth of 3.8% as compared to RM78,294 in 2016. Under the 11th Malaysia Plan, a minimum target of 
annual labour productivity growth of 3.7% must be achieved. At current levels, Malaysia is about 12% 
off its target of RM92,300 in year 2020. 

In 2017, labour force participation was at 15 million comprising 14.5 million (96.7%) employed and 
0.5 million (3.3%) unemployed labour. In terms of skill level, medium-skilled employment accounted 
for bulk of the workforce with 8.6 million (59.3%) workers, followed by high-skilled workers at 4 million 
(27.6%) and low-skilled at 1.9 million (13.1%) workers. 

To boost productivity at the national, sectoral and enterprise levels, as envisioned by MPB, initiatives 
will be implemented under five key strategic thrusts. These include building the workforce of the 
future, driving digitalisation and innovation, making industry accountable for productivity, forging a 
robust ecosystem and securing strong implementation mechanism. 

A total of 43 sector-level initiatives are currently being implemented through nine Productivity 
Nexus. The introduction of the Productivity Nexus at sectoral and enterprise levels, are intended for 
both the public and private-sector to collaborate closely towards enhancing the productivity and 
competitiveness for the betterment of the rakyat. The priority sub-sectors have been established 
comprising retail and food & beverage; professional services; tourism; information communication 
and technology (ICT); private healthcare, electrical and electronics (E&E); chemicals and chemical 
products; and machinery and equipment (M&E) and also agro-food from the agriculture sector.

UPDATES ON MALAYSIA PRODUCTIVITY BLUEPRINT (MPB)

Electrical and 
Electronics (E&E)

Chemicals and 
Chemical Products

Machinery and 
Equipment (M&E) Agro-Food

Retail and
Food & Beverage

(F&B)
Tourism

Private
Healthcare

Information
& Communication 
Technology (ICT)
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 Chart 3.1: Sub-sectors of Productivity Nexus
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The initiatives at enterprise level include the cross-industry embrace of the Industry 4.0, promotion 
of Good Regulatory Practices, adoption of LEAN Management and other productivity-enhancing 
methodologies, and the upskilling of the labour pool. The outcome of the outlined initiatives will 
certainly be a game changer for the nation’s efforts to improve productivity.

NEW POLICY MEASURES WITH IMPACT ON SMEs 
 
INSOLVENCY ACT 1967
The Bankruptcy Act 1967 which has been renamed as the Insolvency Act 1967, came into force in 
October 2017. The Act adopts a more humane approach in dealing with bankrupts with salient features 
as follows:

• Increase in the minimum threshold to be declared as bankrupt from RM30,000 previously to 
RM50,000;

• Introduction of a pre-bankruptcy rescue mechanism called the voluntary arrangement to assist 
in loan settlement. Through this mechanism, the debtor will appoint a nominee – a chartered 
accountant, an advocate and solicitor or any other person determined by the Minister – to oversee 
the voluntary arrangement which is essentially where the creditors agree to compromise or discount 
the debts owing to them; 

• Absolute prohibition in commencing bankruptcy action against a social guarantor – persons who 
 do not profit and essentially provide a guarantee for an education loan, hire purchase transaction 

for personal or non-business use or a housing loan for personal dwelling;

• Declaration of Creditors will not be able to declare a bankruptcy to the lender unless enough proof 
of intention to defeat, delay or evade personal service is obtained; and

• A new provision allows for an automatic discharge of bankruptcy after three years from the 
submission of a bankrupt’s statement of affairs and subject to achieving the target contribution 
set by the Director General of Insolvency (DGI) and having rendered an account of monies and 
property to the DGI. 

The act also provides for the establishment of the Insolvency Assistance Fund which will be 
administered and controlled by the DGI to enhance bankruptcy actions processes.

From SMEs’ perspective, the Insolvency Act will create a more equitable enabling environment to 
restart, restore and rebuild enterprises by giving entrepreneurs an opportunity to make a come-back. 

EMPLOYMENT INSURANCE SCHEME (EIS)
In Malaysia, social security protection for workers has been provided by the Social Security 
Organisation (SOCSO) since 1971 while the Employees Provident Fund (EPF) has been serving as a 
pension fund for private and non-pensionable public sector employees since 1951.

Malaysia’s unemployment rate is considered to be relatively low and stable at approximately 3.4% in 
2016. The Organisation for Economic Co-operation and Development (OECD) defines a country as in 
full employment when its unemployment rate is below 4%. However, data from the Labour Department 
revealed that almost 40,000 Malaysian workers lost their jobs in 2016 owing to redundancy.
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To widen the social safety net, the Government has set 
up the Employment Insurance Scheme (EIS) which will 
be managed by SOCSO. The Government has started 
off the scheme with an allocation of RM70 million for the 
payment of financial benefits.  

Mechanism of the Employment Insurance Scheme
Employers and employees will contribute 0.2% each 
of the latter’s salary to EIS with the minimum eligible 
monthly salary for participation at as low as RM300 
while the maximum monthly salary eligibility is capped 
at RM4,000. 

EIS will provide immediate financial assistance to 
workers who lost their jobs owing to retrenchment or 
insolvency of their employers or who left their jobs 
owing to threats at the workplace, including sexual 
harassment. Assistance is provided within a six-month 
period while a member searches for employment. 

The Scheme also offers other benefits such as assisting a member in job search by providing a 
re-employment or reduced income allowance and career counseling. Retrenched workers will also 
qualify for a cash allowance of RM600 per month for up to three months. The monetary value of each of 
these benefits will be deducted from his claim. As an example, if a member is re-employed before the 
end of the six-month period, he will receive an Early Re-employment Allowance amounting to 25.0% 
of his remaining job search allowance entitlement. The quantum of the financial aid is subject to the 
length of time a worker has contributed to the scheme and is calculated based on his last drawn salary. 

The Scheme’s operation is structured similarly to that of SOCSO and EPF. The compulsory 
contributions go into a pooled fund and are aggregated for the purpose of investment. As this is a 
compulsory scheme, employers who do not comply with EIS regulations will be penalised with a jail 
term of up to two years and a maximum fine of RM10,000. EIS will cover 430,000 SOCSO-registered 
employers and 6.6 million employees.  

NATIONAL eCOMMERCE STRATEGIC ROADMAP
The National eCommerce Strategic Roadmap (NeSR) which was launched in 2016 is the outcome of 
five mini-labs, focused interviews and input from over 100 stakeholders across 54 public and private 
organisations. 

The Roadmap addresses two of the key components of Malaysia’s e-commerce agenda: 

• To future-proof existing businesses by ushering approximately 80.0% of SMEs into the international 
e-commerce arena and ensuring they have the capabilities to keep pace with developments in the 
digital economy; and 

• To expand market access beyond the 16 million domestic digital customers to the ASEAN region’s 
87 million and ultimately to the one billion customers worldwide.
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11 programmes and the associated initiatives covering the six 
thrust areas have been prioritised for the near term. The programmes 
are led by eight public sector agencies namely, SME Corp. 
Malaysia, Ministry of Finance (MOF), Malaysian Communications 
and Multimedia Commission (MCMC), Ministry of Domestic Trade, 
Co-operatives and Consumerism (MDTCC), Malaysian Investment 
Development Authority, Ministry of International Trade and 
Industry (MITI), Bank Negara Malaysia and Malaysia External 
Trade Development Corporation (MATRADE).

The National eCommerce Council (NeCC), comprising 
representatives from 21 Government Ministries and agencies, will 
drive the implementation of 11 programmes aimed at doubling 
Malaysia’s e-commerce growth rate and increasing the contribution 
of e-commerce to GDP to RM211 billion by 2020.

Complementary action plans drawn up by the NeCC include 
the formation of a technical committee to undertake detailed 
discussions and solutions of a taxation system for e-commerce 
activities in Malaysia and the Go Global Malaysia programme. 
The latter is a public-private sector partnership – comprising 
Google, Alliance Bank, Mastercard and Maxis together with MITI, 
MATRADE, SME Corp. Malaysia and MDEC – to assist SMEs to 
build their business capabilities, connect with digital ecosystem 
partners, promote international exports and grow to become 
globally competitive companies. 
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 Chart 3.2: Thrust Areas for Government Intervention
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Programmes Led by Ministries and Agencies
• Ministry of Finance: Implement mandatory use of e-procurement by public agencies for the 

purchase of goods and services in line with the objectives of the NeSR and fostering the use of 
e-procurement by Government-linked companies.  

• Malaysian Communications and Multimedia Commission: Transform Malaysia’s last-mile delivery 
network with best-in-class capabilities, including information transparency, updated standards and 
relevant service-level agreements. 

• Ministry of Domestic Trade, Co-operatives and Consumerism: Protect consumers’ rights through 
advocacy programmes.

• Malaysian Investment Development Authority: Turn Malaysia into a regional e-fulfillment hub by 
providing resources such as special commerce zones, bonded warehouses and special provisions 
on trans-shipment tax policies.

• Ministry of International Trade and Industry: Reduce border clearance time for inbound and 
outbound parcels, beginning with the timely rollout of uCustoms, Malaysia’s National Single 
Window. 

• Bank Negara Malaysia: Increase awareness of e-payment innovations, benefits and security.

• Malaysia External Trade Development Corporation: Promote Malaysian brands in international 
marketplaces by developing go-to-market strategies for various countries, platforms and products. 

• SME Corp. Malaysia: 
a) Promotion and marketing of e-commerce to SMEs to create awareness of its benefits; 

b) Improvement of the scale and effectiveness of e-commerce training and development of talent 
for SMEs by providing multi-platform and multi-tool training opportunities that cover their entire 
life cycle, from entry point to maturity; and 

c) Creation of a one-stop e-business portal, Go eCommerce, to serve as a resource platform to 
guide SMEs towards e-commerce, including providing information, e-commerce readiness 
surveys, e-business apps, training opportunities, financial incentives, community FAQs as well as 
profiling of SMEs to gauge their readiness to adopt e-commerce.

BUILDING A SUSTAINABLE AND EQUITABLE ECONOMY
The new Government has announced various reforms to spur sustainable and equitable economic 
growth. Among these include reforming the tax system, spurring investment through economic 
cooperation, encourage innovation and productivity as well as introducing policies to facilitate 
entrepreneurial success. One of the main focus of the Government will be to develop and empower 
SMEs to be more competitive abroad so that they can play an active role in the global value chain, as 
well as contribute towards the Industrial Revolution 4.0. 
 
For this purpose, the Government will provide incentives in the form of financial and technological 
support to encourage companies to expand into the global marketplace. The Government will also 
strategise Malaysia’s participation in the regional value and supply chain through groupings such as 
ASEAN, the Regional Comprehensive Economic Partnership (RCEP) as well as by being a party in 
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bilateral and multilateral agreements. Aside from that, bilateral negotiations will be initiated with the 
European Union and other countries to pursue easier access into their markets for Malaysian products 
and services. Parallel with these initiatives, the Government will also promote Malaysia as a quality 
investment destination. These initiatives are expected to benefit SMEs in strengthening their position 
domestically and abroad and ultimately pushing further their contribution to the economy. 

Re-establishment of the Ministry of Entrepreneur Development 
The new Government has recently announced the establishment of the Ministry of Entrepreneur 
Development or MED. The announcement marks the revival of the Ministry of Entrepreneurship 
& Cooperative Development which was abolished in 2009. The Ministry is expected to coordinate and 
streamline the policy and implementation of all programmes related to entrepreneurship and SMEs.
The key functions of MED are:

To date, the new Ministry has undertaken various engagements with the industry stakeholders to 
understand issues and challenges faced by entrepreneurs and SMEs. MED has also established an 
Entrepreneur Development Advisory Council (EDAC) with members consisting of industry captains 
and experts to assist in the development of entrepreneurship in the country.

The first Council Meeting was held on 16th August 2018 chaired by the Minister of Entrepreneur 
Development. The Council’s main role is to study policies and new strategies to develop inclusive and 
competitive entrepreneurs and SMEs. It will also identify strategies for establishing cooperation and 
strategic networking with the private sectors at federal, state and international level.

To formulate entrepreneurship and SME 
development policy which are inclusive 
and competitive including to spur the 
development of B40 and M40 groups 
as well as social entrepreneurs

1

To plan and implement activities that could 
enhance and acculturate entrepreneurship 
and SMEs

5

To forge cooperation and strategic 
networking with private sector at the federal, 
state and international level

4

To coordinate the development of SMEs 
as well as Bumiputera in the strategic 
industries such as automotive, aerospace, 
renewable energy, digital economy and 
halal industry

6
To facilitate entrepreneurs and SMEs in 
starting up businesses which includes the 
streamlining of fund for entrepreneurship 
and SMEs

3

To coordinate the implementation of 
Bumiputera equity ownership policy

2
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Chapter 4

SME and Entrepreneurship 
Development Programmes 
in 2017

In line with the agenda outlined in the SME Masterplan 
(2012 – 2020), the Government continued to fund SME 
development programmes in 2017. As was the approach 
in preceding years, the programmes focused on critical 

issues faced by SMEs, primarily access to financing, adoption 
of  technology and innovation, access to market, human 
capital development, infrastructure as well as legal and 
regulatory matters. 
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In 2017, a total of 148 Government programmes were carried out amounting to RM5.7 billion which 
had benefited 541,337 SMEs. These programmes were monitored and reported in the SME Integrated 
Plan of Action (SMEIPA). 

Similar to previous years, bulk of the expenditure in 2017, was directed towards enhancing access to 
financing (88.3%), followed by programmes for human capital development (5.3%) as well as innovation 
and technology adoption (3.4%). In terms of number of programmes, majority were in the area of 
human capital development, access to financing and market access. Programmes under access to 
financing will be deliberated in Chapter 6.

Table 4.1: SME Development Programmes in 2017 by Focus Area

Number of
Programmes

Focus Area
No. RM million No.Share (%) Share (%) Share (%)

Financial
Expenditure

SME
Beneficiaries

Human Capital Development

Access to Financing

Market Access

Innovation & Technology 
Adoption

Infrastructure

Legal and Regulatory
Environment

Total

43

32

30

26

16

1

148

301.7

4,989.4

84.1

190.5

79.8

8.0

5,653.5

123,575

393,162

17,336

7,185

79

-

541,337

29.1

21.6

20.3

17.6

10.8

0.7

100.0

5.3

88.3

1.5

3.4

1.4

0.1

100.0

22.8

72.6

3.2

1.3

0.0

-

100.0

Chart 4.1: Number of Programmes by Focus Area (%)
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Chart 4.2 : Financial Expenditure by Focus Area (%)
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In addition, SMEIPA also reported another 20 programmes implemented in collaboration with the 
private sector, amounting to RM4.8 billion which had benefited 54,749 SMEs. Overall, there were                
168 SME development programmes implemented last year with funds amounting to RM10.5 billion 
which had benefited more than 596,000 SMEs. 

HUMAN CAPITAL DEVELOPMENT 
Human capital development issues, particularly those related to SME productivity, has been receiving 
increasing attention. The lack of skilled and capable employees can be detrimental to the growth of a 
company. Many SME entrepreneurs are not able to upscale and expand their businesses due to lack of 
know-how as well as limited capacity and capability. 
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In 2017, the emphasis on human capital development continued where 43 human capital development 
programmes were implemented with an outlay of RM301.7 million to assist 123,575 SME beneficiaries.  

The key programmes in human capital development implemented in 2017 were:

• INSKEN Business Scale-Up Programme aimed at providing comprehensive entrepreneurial 
skills and knowledge to develop sustainable businesses through business counselling, training, 

 consulting and facilitating. Institut Keusahawanan Negara (INSKEN) spent RM1.9 million to 
implement the programme which had benefited 392 participants;

• SME Seller Adoption which is led by the Malaysia Digital Economy Corporation (MDEC), Ministry 
of Communication and Multimedia Malaysia, focuses on creating awareness on e-commerce in 
order to accelerate its adoption by SMEs. Under the Programme, MDEC conducted promotion and 
marketing campaigns on e-commerce as well as augmenting the scale and effectiveness of training 
and talent development through multiple approaches, including for priority sub-sectors, and the 
establishment of a one-stop eBusiness resource centre for SMEs. During the year, 24,849 SMEs 
participated in the Programme which utilised RM950,000 financial expenditure;

• Pembangunan Usahawan which is led by Majlis Amanah Rakyat (Ministry of Rural and Regional 
Development), targets the provision of funding to 77,200 Bumiputera entrepreneurs between 2016 
and 2020. In 2017, RM63.5 million was spent to organise the Programme which had benefited 52,882 
SMEs;

• Membangunkan Usahawan Lepasan Usahawan Institusi Pendidikan MARA (IPMa) aimed at 
developing 4,500 IPMa entrepreneurs between 2016 and 2020. About 1,481 IPMa entrepreneurs 
graduated in 2017. Majlis Amanah Rakyat, the programme implementer spent RM13.5 million for 
the Programme; and 

• Export Training Programme is a platform to equip SMEs with the required knowledge and skills 
to enhance their export capability. It is implemented by the Malaysian External Trade Development 
Corporation (MATRADE), utilising RM179, 000 of financial expenditure to assist 7,308 SMEs in 2017.

MARKET ACCESS 
Businesses usually strive for wider 
market reach to enable more 
opportunities to sell, develop and 
diversify their operations. Given the 
limited domestic market, Malaysian 
SMEs are encouraged to explore the 
market potential abroad. A key priority 
of the Government’s economic agenda 
is to spur the engagement of Malaysian 
SMEs in cross-border trade. In 2017, a 
total of 30 market access programmes 
were implemented with an expenditure 
of RM84.1 million to assist 17,336 SME 
beneficiaries.
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Towards this end, various initiatives continued to be introduced in 2017, including:
 
•	 Program Promosi Pasaran Tempatan	aimed	 to	 raise	 the	profile	of	 local	SMEs	 in	 the	domestic	

market	 in	 order	 to	 increase	 the	 sales	 of	 locally	 produced	 goods,	 with	 particular	 emphasis	 on	
increasing	the	sale	of	products	and	services	of	Bumiputera	SMEs.	Malaysian	Timber	Industry	Board	
an	agency	under	 the	Ministry	of	 Plantation	 Industries	 and	Commodities	 spent	RM2.0	million	 to	
implement the programme to assist 4,208 entrepreneurs;

•	 Showcase Satu Daerah Satu Industri (SDSI)	 aimed	 to	 facilitate	 the	 sourcing	 and	 marketing	
of	 high-quality	 SDSI	 products	 and	 services	 as	 well	 as	 enhancing	 networking	 among	 SDSI	

 entrepreneurs in order to establish new business alliances and joint ventures between local and 
international	 traders.	 The	 Programme	 is	 led	 by	Bahagian Keusahawanan Bumiputera dan PKS, 

	 a	 division	 under	 the	 Ministry	 of	 International	 Trade	 and	 Industry.	 In	 2017,	 763	 entrepreneurs	
	 benefited	from	the	Programme	with	financial	expenditure	of	RM1.1	million;

•	 eTRADE	serves	as	a	facilitator	for	SMEs	to	participate	in	leading	international	e-marketplaces.	The	
Programme	is	 led	by	MATRADE	under	the	Ministry	of	 International	Trade	&	Industry.	During	the	
year,	874	entrepreneurs	participated	in	eTRADE	which	was	funded	by	an	allocation	of	RM4.7	million;

•	 Market Development Grant (MDG) / Geran Pembangunan Pasaran aimed to provide 
	 assistance	for	SMEs,	service	providers,	trade	and	industry	associations,	chambers	of	commerce	and	

professional	bodies	to	undertake	activities	to	help	develop	the	export	market	for	local	enterprises.	
The	Scheme	which	is	managed	by	MATRADE	had	spent	RM15.2	million	to	provide	assistance	to	
2,164	SMEs	in	2017;

•	 Quality & Safety Training to Marketers	 aims	 to	 increase	 the	 application	 of	 technology	 in	
marketing	and	post-harvest	practices,	establish	rules	and	standards	for	product	safety	and	quality	
as	well	as	to	ensure	compliance	with	the	rules	and	regulations	of	international	trade.	The	Federal	
Agriculture	Marketing	Authority	(FAMA)	under	the	Ministry	of	Agriculture	and	Agro-based	Industry	
spent	a	total	of	RM600,000	to	carry	out	the	Programme	which	had	benefited	4,227	beneficiaries;

•	 Craft Marketing Programme	which	is	led	by	the	Malaysian	Handicraft	Development	Corporation	
under	the	Ministry	of	Tourism	and	Culture	Malaysia,	provides	support	to	help	increase	the	sale	of	
local	crafts	 in	 the	domestic	and	 international	market.	A	 total	of	RM4.8	million	was	spent	 for	 the	
benefit	of	1,308	SMEs;	and

•	 Program Galakan Eksport Bumiputera (GEB)	 which	 is	 implemented	 by	 SME	Corp.	Malaysia,	
	 is	aimed	to	enhance	SME	export	market	potentials	and	to	increase	the	number	of	Bumiputera	SMEs	

penetrating	international	markets	through	integrated	financial	assistance.	In	2017,	RM28.3	million	
was	spent	to	provide	assistance	to	20	SMEs.
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INNOVATION AND TECHNOLOGY ADOPTION
The	ability	to	innovate	and	adopt	technological	changes	is	a	crucial	factor	to	determine	the	growth	
of	a	business.	Studies	under	the	SME	Masterplan	had	demonstrated	that	innovation	and	technology	
adoption	is	closely	linked	to	the	growth	performance	of	SMEs.	Due	to	the	small	scale	of	their	operations,	
SMEs	are	agile	and	able	to	respond	and	adapt	faster	to	the	latest	business	and	technological	changes.	
However,	the	main	constraining	factor	for	SMEs	to	innovate	is	the	high	cost	involved.	

In	 line	with	 the	Government’s	agenda	 to	accelerate	 the	adoption	of	 technology	and	 innovation	by	
SMEs, increasing emphasis has been placed on initiatives that would spur technological competence 
and	innovation	in	order	to	develop	a	sustainable	and	resilience	SME	sector.

In	2017,	RM190.5	million	was	spent	for	the	implementation	of	26	innovation	and	technology	adoption	
programmes,	benefiting	7,185	SMEs.

Some	of	the	programmes	implemented	during	the	year	included:

•	 MAI Intelligent Technology System (MITS)	which	is	a	productivity	programmme	for	local	vendors	
to	obtain	automotive	i-Cloud	computing	and	3D	experience	in	order	to	enable	them	to	attain	Level	
4	certification.	The	Malaysia	Automotive	Institute	(MAI)	spent	RM2.2	million	to	implement	MITS	to	
assist	479	SMEs	in	the	automative	industry;

•	 Khidmat Nasihat Teknikal MARDI	 that	provides	support	 for	 information	and	advisory	services,	
product	 analysis,	 clinics,	 seminars	 and	 attachment	 training	 for	 entrepreneurs	 and	 aspiring	
entrepreneurs	in	the	agriculture	and	agro-based	industry.	The	Malaysian	Agriculture	Research	and	
Development	Institute	(MARDI)	spent	RM87,000	to	assist	3,077	beneficiaries	who	participated	in	the	
Programme;

•	 Penilaian Mutu Produk, Lawatan Teknikal dan Pemantauan Prestasi Usahawan Secara Berkala 
led	by	MARDI,	 aims	 to	 evaluate	 the	product	 quality	 of	 participants,	 organise	 technical	 visits	 as	
well	 as	monitoring	 the	 performance	 of	 entrepreneurs.	 A	 total	 of	 RM87,000	 was	 spent	 to	 assist	

	 246	entrepreneurs.	MARDI	also	spent	another	RM86,000	to	implement	Pengawalan Mutu Produk 
that	had	benefited	267	beneficiaries.	The	Programme	aimed	to	 focus	on	quality	control	of	SME	
products; and

•	 Bumiputera Enterprise Enhancement 
Programme (BEEP)	serves	as	a	platform	
to	 develop	 potential	 Bumiputera	
SMEs	 at	 state	 level.	 Implemented	 by	
SME	 Corp.	 Malaysia,	 the	 Programme	
provides	 selected	 Bumiputera	 SMEs	
with a comprehensive assistance 
package	comprising	financial	assistance	
and	 advisory	 services.	 In	 2017,	 a	 total	
of	RM40.8	million	 is	approved	 to	assist	

	 334	entrepreneurs	in	the	programme.
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INFRASTRUCTURE
Infrastructure both physical and virtual, provides a foundation for businesses to operate and reach 
out to their target market. The lack of proper facilities, amenities and equipment are tied to limited 
resources, an issue faced by many SMEs. Therefore, programmes under this focus area are aimed at 
assisting SMEs in overcoming their infrastructural impediments through the provision of well-developed 
premises and facilities that are fully equipped and suited to SMEs in specific industries or businesses. 

In 2017, a total of RM79.8 million was spent to assist 79 SMEs through 16 programmes under this focus 
area. Some of the Government-funded programmes included:

• Anjung Usahawan, implemented by the Ministry of Industrial and Entrepreneur Development 
Sarawak with the objective to provide business premises in order to enhance entrepreneur’s 
capacity. A total of RM3 million was spent to assist 11 entrepreneurs; and

• Jabatan Kemajuan Orang Asli Malaysia (JAKOA) under the Ministry of Rural and Regional 
Development (KKLW) had spent RM300,000 to build business premises that had benefited six 
SMEs. The Programme aims to provide provision of business premises for Orang Asli entrepreneurs. 
As a result of this initiative, about 59% of entrepreneurs earned more than RM1,000 monthly during 
the year.

Meanwhile, the Sabah State Government had implemented the following programmes:

• Builds shophouses at Sindumin with the aim to enable entrepreneurs to operate and start 
businesses. Sindumin is a town located in the district of Sipitang in Sabah. The Programme 
is managed by Sabah Economic Development Corporation (SEDCO) with a total sum of 

 RM1.2 million. During the year, the Programme had benefited 45 SMEs;

• Program Pembangunan Usahawan implemented by Ministry of Rural Development (KPLB) 
 Sabah with the objective to build or upgrade additional buildings in Rural Entrepreneurs Centre 

(RECs) and to provide neccesary equipment for entrepreneurs to operate and start or expand their 
businesses. The project had utilised RM1.5 million and benefited eight SMEs; and 

• Satu Daerah Satu Produk (SDSP) implemented by the Ministry of Rural Development (KPLB) 
Sabah with the objective to build or upgrade infrastructure and provide necessary equipment for 
entrepreneurs to operate and start businesses in selected villages. RM750,000 was spent for the 
Programme to benefit nine SMEs.
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LEGAL AND REGULATORY ENVIRONMENT
Under the SME Masterplan (2012-2020), High Impact Programme 1 (HIP 1) is implemented with 
the aim to enhance ease of doing business for SMEs. HIP 1 is led by the Malaysian Administrative 
Modernisation and Management Planning Unit (MAMPU) in collaboration with SME Corp. Malaysia, 
Companies Commission of Malaysia (SSM), Implementation Coordination Unit (ICU), Malaysia 
Productivity Corporation (MPC) and State Government.

In 2017, RM8 million was spent under the initiative with the objective to encourage the formation 
of new businessess and intensifying the rate of formalisation through a single gateway for business 
registration and licensing.
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Chapter 5

SME and Entrepreneurship 
Development Programmes 
in 2018

In 2018, various Ministries and agencies continue their 
commitment in promoting SME development by undertaking 
a broad spectrum of  SME development programmes. As 
in the previous year, programmes are centered on six focus 

areas namely, innovation & technology adoption, human capital 
development, access to financing, market access, infrastructure as 
well as legal and regulatory environment. These key areas have 
been identified as important growth levers for SMEs in order for 
them to attain higher growth and to transition from input-driven to 
productivity-driven SMEs. By emphasising on these six key areas, 
not only can their efforts be focused on realising higher contribution 
of  SMEs to the economy but also to ensure higher return on 
investment on the allocation spent on SME development.

As at April 2018, a total of 158 SME development programmes 
have been planned under the various Ministries and agencies 
with a financial commitment of RM14.3 billion. These 
programmes are targeted to benefit SMEs across all sector 
with expected number of beneficiaries amounting close to 
600,000. The larger amount of budget allocation reported 
by the Ministries and agencies for SME this year is due to 
new and additional programmes with huge allocation being 
reported under the SME Integrated Plan of Action (SMEIPA) 
that compiles the list of programmes for SME development 
in a particular year.
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In 2018, Access to Financing has been given the highest emphasis with the most number of programmes 
and allocation. A total of 48 programmes (30.4%) have been planned with allocation amounting to 
RM13.5 billion which is almost 95.0% of the overall allocation. The programmes are expected to 
benefit more than 413,000 SMEs across all sector. The second highest number of programme is for 
Human Capital Development with 42 (26.6%), followed by Market Access with 28 programmes (17.7%), 
Innovation & Technology Adoption with 27 programmes (17.1%), Infrastructure with 12 programmes 
(7.6%) as well as one programme for Legal and Regulatory Environment.

This Chapter will report on the programmes for 2018 in all focus areas except for financing programmes 
as this will be reported under Chapter 6 on Access to Financing. 

Table 5.1: Planned SME Programmes by Focus Area as at April 2018

Number of
ProgrammesFocus Area

Financial
Expenditure
(RM million)

SME
Beneficiaries

(Target)

Access to Financing

Human Capital Development

Market Access

Innovation & Technology Adoption

Infrastructure

Legal and Regulatory Environment

Total

48

42

28

27

12

1

158

13,482.4

300.3

128.7

226.1

111.5

12.0

14,261.0

413,236

136,703

46,679

2,487

196

-

599,301

Chart 5.1: Number of Programmes by Focus Area (%)
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Chart 5.2: Financial Allocation by Focus Area (%)
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HUMAN CAPITAL DEVELOPMENT 
Having sufficient human resources and the right mix of talent are critical to the success of any business. 
In an effort to enhance entrepreneurial ability as well as the skills of SME owners and employees, the 
Government continues to undertake several human capital development programmes. As at April 2018, 
a total of 42 programmes for Human Capital Development have been planned for implementation 
with a total allocation of RM300 million. These programmes are expected to benefit some 136,703 
beneficiaries. Among the key programmes being implemented this year include:  

• INSKEN TERAS Enhancement & Development (TED) programmes by the Institut Keusahawanan 
Negara Berhad (INSKEN) encompassing training on talent, organisational and management 
development. The Programmes provide comprehensive training on business skills and knowledge 
to enable entrepreneurs to maintain sustainable high performing businesses especially on areas 
of talent and leadership development as well as general business and organisational change. A 
total of RM4.1 million has been allocated under the Programme to train 830 SME entrepreneurs 
and employees through two (2) main projects: Global Marketing Summit 2018 and INSKEN Talent 
Development Programme 2018;

• Rural Business Challenge (RBC) which is being carried out by the Rural Entrepreneurship 
Development Division of the Ministry of Rural and Regional Development (MRRD). RBC is a business 
proposal competition to encourage youths to choose entrepreneurship as a career and to set up 
business in their respective rural communities.  Business grant worth up to RM2.0 million will be 
awarded to those whose proposals are deemed viable. The Programme also aims to encourage 
youths to be creators of jobs rather than being job-seekers in order to raise the socio-economic 
level of the rural population as well as to encourage reverse migration through the creation of 
an attractive rural environment. In 2018, a total of RM15.0 million has been allocated under the 
Programme to assist 20 beneficiaries; 
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• Bumiputera Workshop Transformation Programme (BWTP) led by the Malaysia Automotive 
Institute (MAI) to provide support to Bumiputera automotive workshops across the country 
to improve customer satisfaction level, sales and profitability. A total of RM3.7 million has been 
allocated under the Programme to assist 1,000 workshop owners;

• National Dual Training System (NDTS) under the Skills Development Department of the Ministry 
of Human Resources. NDTS serves as a channel to provide trained workers for SMEs through 
training of school leavers or the unemployed as well as conducting up-skilling courses for existing 
and new employees of SMEs. The programme has received an allocation of RM40 million to fund 
the training of 6,400 trainees;

• Sub-Contractor for Export Market Training Programme (Super Bumi) implemented by the 
Malaysian Timber Industry Board. The Programme aims at developing a cluster of export-oriented 
Bumiputera sub-contractors. An allocation of RM2 million has been provided for the Programme to 
assist 50 beneficiaries; and

• Training for Potential and New Entrepreneurs by the Sabah Economic Development Corporation 
to provide training in entrepreneurship, technical knowledge and business skills. A sum of 

 RM300,000 has been allocated for the programme to assist 200 beneficiaries.  

MARKET ACCESS
In an increasingly liberalised and globalised market place, more emphasis should be given towards 
facilitating SMEs’ market access locally as well as abroad. This could be in the form promotion, branding 
or business linkage to name a few. Therefore, a total of 28 programmes to enhance market access for 
SMEs have been planned in 2018 with allocation amounting to RM128.7 to benefit some 46,679 SMEs. 

• Program Transformasi Produk dan Pengedaran Berkesan by the Business Development Division 
of the Ministry of Domestic Trade and Consumer Affairs (KPDNHEP). The programme helps SMEs 
to enhance their product quality in terms of packaging, shelf-life and other criteria required to meet 
the standards of hypermarkets and supermarkets in Malaysia. During the year, a total of RM3.8 
million has been allocated under the Programme to benefit 50 SME producers;

• Showcase Usahawan Bumiputera Sarawak implemented by the Ministry of Industrial and 
Entrepreneur Development Sarawak to assist Sarawak Bumiputera entrepreneurs by providing 
business opportunities to expand their market. A total of RM500,000 has been allocated for the 
Programme in 2018 to assist 150 Bumiputera SMEs in Sarawak; and

• Strengthen Export Agro-Based Distributors by the Federal Agriculture Marketing Authority 
(FAMA). The Programme has two objectives which are to support existing agro-food exports 
distributors and increase the number of competitive exporters in the export market and to 
strengthen the exporters’ foundation programmes for creation of new export markets. Close to 
RM2.0 million has been allocated under the Programme to benefit some 150 SMEs in the agro-food 
industry.
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INNOVATION & TECHNOLOGY 
ADOPTION
In moving towards a high-income nation, Malaysian SMEs 
need to embrace innovation and technology adoption 
in their business operation. However, SMEs often face 
challenges in their innovation and commercialisation 
endeavors due to lack of integrated support and funding 
to finance such activities. To alleviate this concern, the 
Government continues to undertake 27 programmes during 
the year 2018 with allocation amounting to RM226.1 million. 
The programmes are targeted to benefit close to 2,500 
beneficiaries and these among others include: 

• Business Accelerator Programme (BAP) which is an integrated programme by SME Corp. Malaysia 
with the aim to develop and nurture dynamic, competitive and resilient SMEs through SCORE and 
also to assist in capacity building as well as providing financial, advisory and technical support. A 
total of RM20.0 million has been allocated to fund the Programme which is expected to benefit 100 
SMEs;

 
• Change Upgrade Product (CUP) led by the Agro-based Industry Division, Ministry of Agriculture 

and Agro-based Industry which focuses on improving product quality, development and capability. 
The Programme has been allocated RM3.5 million to fund its activities and has set a target to assist 
200 beneficiaries; 

• Technology Acquisition Fund (TAF) by the Malaysian Technology Development Corporation 
(MTDC) with the aim to promote utilisation of foreign technology for the manufacturing sector and 
the physical development of existing and new products and processes. The objective of the TAF is 
to enhance wealth creation and increase the technology content of Malaysian companies in order 
to enhance their global competitiveness. An allocation of RM10.0 million has been provided under 
the Programme in 2018; and

• NKEA EPP8: Commercialisation Grant for the Development of Food and Health-Based 
Product by the Malaysian Palm Oil Board (MPOB) that focuses on encouraging the production 
and development of food, feeds and health-based products as well as expediting growth in 
their downstream segments. An allocation of RM6.0 million has been provided to implement the 
Programme this year.

INFRASTRUCTURE
Having access to good infrastructure at affordable costs remains one of the challenges for SMEs. To 
address this concern, Government has planned to undertake 12 infrastructure programmes, primarily 
to provide proper business facilities for entrepreneurs, during the year 2018. A total of RM111.5 million 
has been allocated for the programmes which are targeted to benefit 196 SMEs. The Programmes 
among others include:
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• Bengkel Industri Vendor programme by the Kedah Regional Development Authority (KEDA) to 
build seven workshops and industrial buildings for rural entrepreneurs. The Programme is funded 
through an allocation of RM1.0 million with the aim to benefit 105 entrepreneurs in the region;  

• Industrial Estate Development Programme led by the Ministry of Industrial and Entrepreneur 
Development Sarawak (MIED Sarawak) and is centred at the Sibu Industrial Estate. The 
Programme aims at providing better amenities and infrastructure through proper industrial estates 
development; creating a more conducive environment for the gradual transformation of the local 
business community; and promoting the orderly growth of SMEs as well as creating more economic 
activities. An allocation of RM7.0 million has been provided for the Programme which is scheduled 
for completion in 2020; 

• Pembangunan Kilang Siap Bina Industri Kecil dan Sederhana untuk Bumiputera di Kawasan 
Perindustrian Pasir Gudang programme, which is led by the Johor Corporation with the aim at 
creating business opportunities for SMEs in the Pasir Gudang Industrial Area as well as to create 
job opportunities for locals. An allocation of RM30.0 million has been provided and 30 beneficiaries   
are targeted to benefit from the Programme; and

• Pembangunan Usahawan Desa by the Sabah State Ministry of Rural Development to support rural 
entrepreneurs by providing proper facilities for business activities.  Under the Programme, business 
premises will be provided or upgraded in rural entrepreneur centres, tamuniaga and community 
learning centres, and equipped with the required amenities for entrepreneurs to start, operate or 
expand their businesses. A total of RM1.0 million has been allocated under the Programme in 2018.

LEGAL AND REGULATORY ENVIRONMENT
A supportive legal and regulatory system is crucial to provide a conducive environment for SMEs to 
thrive. Business regulations can be a major impediment constraining the growth of SMEs as processes 
and administrative burden can increase the cost of doing business. The ongoing High Impact 
Programme (HIP) 1 of Integration of business registration and licensing of the SME Masterplan 
(2012 - 2020) is aimed to enhance ease of doing business and encourage formation and formalisation 
of businesses. 

The HIP 1 is Malaysia’s inter-agency effort, being 
led by Malaysian Administrative Modernisation 
and Management Planning Unit (MAMPU) in 
collaboration with SME Corp. Malaysia, Companies 
Commission of Malaysia (SSM), Implementation 
Coordination Unit (ICU), Malaysia Productivity 
Corporation (MPC) and the state Governments. This 
Project on creating a single gateway for business 
registration and licensing is being undertaken in 
phases; i.e establishment of a Business Registration 
& Licensing Gateway (malaysiabiz.mampu.gov.my), 
Integration of Business Registration & Licensing 
Systems and Implementation of HIP 1 in Sabah and 
Sarawak. 
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Access to Finance

Access to financing is one of  the most important aspects in 
the development of  SMEs. Malaysian SMEs continued to 
have access to diversified sources of  financing to address 
their needs at various stages of  development. In the last few 

decades, a comprehensive financing ecosystem has been put in place 
to provide diversified funding options for SMEs from both public and 
private institutions.  

The strong foundation laid over the years has brought about the 
establishment of  key infrastructure and institutions that not only 
broadened access to financing for SMEs but has also created a more 
inclusive financial ecosystem as well as the creation of  a sound credit 
culture. Consequently, SME share to total business financing rose 
steadily over the years from 30.0% in 2002 to slightly more than half  
(50.6%) by 2017. Based on the Third Quarter 2017 SME Survey 
undertaken by SME Corp. Malaysia, the approval rate for SME loans 
by financial institutions remained high at 90.0%. Of  those approvals, 
21.0% made up of  first-time borrowers. Nevertheless, the demand 
for loans during the quarter has slowed down to 29.2% from 34.1% 
recorded previously.

COMPREHENSIVE SME FINANCING ECOSYSTEM
Financial institutions provide the bulk of funding to SMEs, accounting for about 97.0% of 
total SME lending. Bank lending to SMEs is complemented by Bank Negara Malaysia, other 
government funding agencies and development financial institutions in the form of schemes 
and programmes.  
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Current financial and non-financial options cover a wide array of options for every stage of SME 
business cycle, including for startups and grants for export from public and private institutions such as:

• Banking and development financial institutions; 

• Other government institutions and agencies specially established to support SMEs at all stages 
of their business life-cycle ranging from startup and early stage to large corporations and even 
distressed firms in tandem with BNM which provides ample allocations to support SME financing;

• Alternative financing in the form of venture capital, private equity, crowdfunding, peer-to-peer 
financing, Investment Account Platform (IAP), factoring, leasing and non-financial microfinancing 
institutions; 

• Capital market options, such as the Access, Certainty and Efficiency (ACE) market and the recently 
established third private board, Leading Entrepreneur Accelerator Platform (LEAP) for SMEs; and 

• Financial and non-financial support programmes, such as financial management, training, debt 
management, resolution for distressed businesses and guarantee schemes to assist marginal 
borrowers.

SME financing outstanding continued to expand at a faster pace of 5.3% than to large corporations 
(-2.6%) and households (4.9%) to RM315.7 billion, with total outstanding SME accounts reaching 800,808 
as at end-2017 (end-2016: RM299.8 billion; 770,903 accounts). Share of SMEs rose to account for 50.6% 
of the total business financing portfolio as at end-2017 compared to 48.7% registered in 2016. 

Chart 6.1: SME Financial Landscape
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Services sector remained the main beneficiary, taking up 62.7% of the total SME financing portfolio, 
followed by manufacturing (15.0%) and construction (12.3%). In 2017, about RM70.7 billion new 
financing was approved to more than 123,000 SMEs. Total financing outstanding increased further to 
RM319.4 billion as at end-June 2018, an indication of the continuing demand for financing from SMEs.

CREDIT GUARANTEE SCHEME
Guarantee schemes perform a pivotal role in helping viable SMEs that lack collateral and track record 
to obtain financing. The Credit Guarantee Corporation Malaysia Berhad (CGC) was established in 1972 
to pioneer the provision of guarantee schemes and has to date guaranteed a total of RM67.1 billion 
benefiting more than 453,800 SMEs. Over the years, CGC has evolved from a traditional guarantee 
provider into a financial institution which now offers a wide range of financing products and services. 
Following its transformation, CGC’s financing facilities have been expanded to cover a wide spectrum 
of economic activities including:  

• Green Technology Financing Scheme to improve the supply and utilisation of green technology;

• Flexi Guarantee Scheme to assist entrepreneurs with viable projects but lacking collateral to 
obtain credit facilities from financial institutions;

• BizJamin Scheme to provide credit facilities for working capital, asset acquisition and business 
expansion;

• Franchise Financing Scheme to assist entrepreneurs who have a viable franchise business but 
lacking collateral to obtain credit facilities for working capital and/or asset acquisition; and

• Direct financing products such as Bumiputera Entrepreneur Project Fund-i (TPUB-i), BizMula-i, 
BizWanita-i and BizBina-i.
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In 2017, CGC recorded a lower approval value of 
RM3.4 billion as compared to RM4.2 billion in 2016, mainly 
due to the increased penetration to microenterprise market 
segment with lower average financing size. This is evident 
by the double-digit growth of 14.0% in the number of SME 
accounts approved from 7,568 in 2016 to 8,637 in 2017. 
During the year, a total of 19 new Portfolio Guarantee and 
Wholesale Guarantee Schemes were rolled out (2016: 14). 
A new Portfolio Guarantee (PG) concept was also developed 
and introduced namely the Shared Security PG with 
AmBank (M) Berhad and a new PG Collaboration with 
Malayan Banking Berhad targeting startups was launched.

Over the years, CGC’s support services have also been 
extended to include provision of credit information and 
credit rating through its subsidiary, Credit Bureau Malaysia 
Sdn. Bhd. which assists SMEs in building their credit history 
and track record to enhance their credibility and bankability for financing purposes. More recently, 
the adoption of risk-based pricing model and the offering of portfolio guarantees have enabled CGC 
to further expand its reach to a larger number of SMEs. CGC is also collaborating with peer-to-peer 
financing platforms such as Fundaztic, Funding Societies Malaysia and QuicKash to support their 
capacity building programmes.  

In enhancing its role, CGC launched the imSME platform in February 2018. The Platform, with 14 
participating financial institutions and development financial institutions, is the first of its kind in 
Malaysia. It serves as an online one-stop-center for SME loan or financing by providing an array of 
financing products offered by the participating banks and agencies. The Platform is set to benefit 2,000 
SMEs by the end of the year. CGC has also set up an imSME Financial Advisory Team to assist SMEs 
who are unable to find their financing product match in imSME or whose applications through imSME 
were not approved by the FIs. The imSME Financial Advisory Team will diagnose the cases and make 
recommendations for capacity building programmes or alternative financing accordingly.

MICROFINANCING 
In line with the financial inclusion agenda and the increased policy attention to microenterprises 
given that it accounts for 76.5% of total SMEs, financing to this segment of businesses has risen over 
the years to account for about 34.0% of total SME financing outstanding (end-2010: 22.0%). In 2006, 
Skim Pembiayaan Mikro was introduced under the National Sustainable Microfinance framework to 
provide microenterprises with financing of up to RM50,000 without collateral. The scheme enables 
fast, easy and convenient access to business financing without collateral from participating financial 
institutions, to overcome problems arising from the lack of credit history and collateral which had 
often been stumbling blocks to lending to microenterprises. 

Since 2006 until the end of 2017, a total of RM3.8 billion financing was approved via the 10 participating 
banks to more than 216,900 accounts. Total financing outstanding by the Scheme stood at
RM931.9 million as at end-2017 with an additional RM389.7 million approved to nearly 16,000 accounts 
during the year. The Scheme is complemented by other government-sponsored microfinancing 
programmes such as the National Sustainable Microenterprise Fund under Bank Negara Malaysia, 
Amanah Ikhtiar Malaysia and Yayasan Tabung Ekonomi Kumpulan Usaha Niaga Nasional (TEKUN).  
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VENTURE CAPITAL AND PRIVATE EQUITY 
As at 31 December 2017, the venture capital (VC) segment accounted for 110 registered corporations 
(venture capital management corporations and venture capital corporations), while the private equity 
(PE) segment consisted of nine registered corporations (private equity management corporations 
and private equity corporations). There were 182 VCs and PEs professionals, with at least four years 
of experience, employed in the industry. The year also witnessed growth in the number of investee 
companies, from 376 in 2016 to 381 in 2017. 

The total amount of committed funds in the industry as at end of 2017 stood at RM7 billion, with 
a total cumulative investments of RM2.5 billion. Investments made during the year amounted to 
RM417.8 million compared with RM569.5 million in 2016. Public funds remain the largest source of 
capital for the industry with sovereign wealth funds and government investment companies making 
up 29.5% and government agencies 29.9%. Private sector contribution to PE and VC funds was led by 
corporate investors (26.7%), followed by fund-of-funds and asset managers (7.3%) as well as financial 
institutions (2.4%). 

Investee companies at the early and growth stages received the bulk of the funding in 2017, with 62 
companies receiving funding amounting to RM280.6 million or 67.2% of total investments made in 
the year. Eight investee companies at the startup stage received funding that accounted for 0.9% of 
total investments. Investments in the life sciences sector made up approximately 52.7% of the total, 
followed by manufacturing (24.6%) and ICT (14.0%). A total 8.7% of total investments were made in 
other sectors, namely wholesale and retail trading, electricity and power generation, education and 
media production. 

There is ample growth potential for PE and VC in Malaysia. The Securities Commission Malaysia 
reported that as at the end of 2015, the total amount of committed funds in Malaysia’s VC and PE 
sector grew 15.2% year-over-year to RM7.2 billion, more than twice the size a decade ago. Investments 
by PE and VC firms have been steadily rising, with a 59.0% growth to RM365 million between 2012 and 
2015.

Chart 6.3: Source of Venture Capital Funds (%)
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SME FINANCING IN 2017
Funding for seed, startup or growth firms continues to be a critical issue for SMEs. In order to address 
these challenges, and in line with the agenda to create a more inclusive financial landscape, the bulk 
of government funding for SME development each year goes towards facilitating access to financing.          
In 2017, a total of RM9.8 billion or 93.5% of the overall financial commitment was allocated for 41 
programmes to further enhance access to financing for SMEs which had benefited more than 406,600 
SME entrepreneurs. These among others include:

• Ikhtiar Financing Scheme by Amanah Ikhtiar Malaysia (AIM) which targets to reduce the poverty rate 
in Malaysia through funding support to empower poor households to undertake viable economic 
activities in order to raise the level of their income. In 2017, an allocation of RM2.3 billion was spent 
to assist 354,525 beneficiaries under the Scheme;

• Penyaluran Pembiayaan Perniagaan implemented by Majlis Amanah Rakyat (MARA) with the aim 
to provide funding for 17,500 enterprises between 2016 and 2020. In 2017, RM396.7 million was 
spent to assist more than 3,900 enterprises; 

• TEKUN Financing under TEKUN Nasional that provides funds to SMEs for expansion as well 
as disseminating information on entrepreneurship and business opportunities. The facilities 
provided under the Scheme include advisory and support services to TEKUN participants; the 
development of a TEKUN entrepreneurship community who are competent, innovative and 
progressive; acculturation of entrepreneurship culture; and provision of microfinancing facilities to 
small Bumiputera entrepreneurs in support of existing businesses and startups as well as project 
implementation. A total of RM290 million was utilised under the Scheme to provide assistance to 
23,548 entrepreneurs in 2017; 

• Mobilepreneur Programme which is another initiative by TEKUN Nasional to encourage youths 
to embark on entrepreneurship through participation in new business concepts such as mobile 
business. In 2017, a total of RM20 million was spent to fund activities under the Programme which 
drew participation from 3,000 participants; and

Chart 6.4: Investment by Stage of Business Cycle (%)
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• Tunas Usahawan Belia Bumiputera (TUBE) Programme is implemented by SME Corp. Malaysia 
with the objective to acculturate entrepreneurship among youths; to shift the paradigm of youth 
from job seekers to employment providers as well as to create resilience and sustainability of 
entrepreneurs. In 2017, RM14.9 million was spent to assist 994 beneficiaries.

BNM FUND FOR SMEs
Bank Negara Malaysia has consolidated its four special funds and renamed it as the BNM Fund for 
SMEs. The funds are channelled through participating financial institutions comprising all licensed 
banks, prescribed development financial institutions and the Credit Guarantee Corporation Malaysia 
Berhad (CGC).   

The Fund was set up to facilitate access to financing for SMEs in all economic sectors, with the aim of 
growing the capacities and capabilities of SMEs through affordable borrowings. The financing rates are 
much lower than those available in the industry so as to enable under-served segments to leverage on 
the fund. SMEs can obtain up to RM5 million in financing with a repayment period of five years.   
 
As at the end of 2017, the Fund had an allocation of RM10.4 billion. The financing outstanding stood 
at RM6.4 billion, with a 68.2% fund utilisation rate, primarily for working capital or business expansion. 
Since its inception, the Fund has benefited 77,000 SMEs and the total of RM7.4 billion utilised for 
lending have revolved three times to the equivalent of RM30 billion. 

In response to the severe flooding experienced in the northern states of peninsular Malaysia in late  
2017, BNM introduced a RM500 million Disaster Relief Facility to alleviate the financial distress of 
affected SMEs and to help expedite the resumption of their business activities. The Facility was 
available for affected SMEs in areas identified by the National Disaster Management Agency as flood 
disaster areas.

Financing for the purpose of working capital and repairs or purchase of assets to replace those        
damaged by the flood, was capped at RM500,000 per SME with a tenure of five years and at a 
concessionary rate of 2.25%. Applications for the Facility was opened on 8 November 2017 and closed 
on 31 May 2018. In tandem with the Facility, financial institutions also assisted affected SMEs by allowing 
moratoriums on repayment as well as restructuring and rescheduling of their credit facilities.   

SMALL DEBT RESOLUTION SCHEME
Financial institutions have been active in assisting distressed SME borrowers through restructuring and 
rescheduling of existing financing. In 2017, about 95.0% of distressed firms received assistance in debt 
resolution. SMEs with impaired financing involving multiple lenders that could not find resolution with 
the latter can seek assistance from the Small Debt Resolution Scheme (SDRS). 

BNM established the SDRS in 2003 to serve as a platform to assist affected SMEs by facilitating the 
restructuring or rescheduling of their borrowings. An independent committee, namely the Small Debt 
Resolution Committee (SDRC) will assess an applicant and its business viability and, if deemed eligible 
for assistance, will propose to the private financial institutions concerned to restructure or reschedule 
its debts.
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In 2017, 89.0% of the applications with borrowings amounting to RM146 million were approved by 
SDRS for debt restructuring or rescheduling. As at end-2017, about 56.0% of SMEs assisted thus far 
were able to improve their cash flow and turn around their businesses to remain viable. Since the 
establishment of SDRS, 70.0% of the SMEs who had received its assistance have fully settled their debt.

FINANCIAL INCLUSION
The bigger mandate other than facilitating funding access for SMEs is Malaysia’s commitment towards 
greater financial inclusion. This is to ensure that all segments of society, including microenterprises 
in rural communities, have access to financial services as the country transitions into a high-income 
nation. 

The financial inclusion agenda focuses on extending the outreach of financial services in order to 
enable a wider segment of the population to gain access to them; developing innovative financing 
solutions for SMEs; and leveraging on technology to drive innovation and improve efficiency.

At the end of 2017, significant improvement was noted in the provision of convenient accessibility 
to financial services. Improvement is measured by the availability of financial access points at the 
district and sub-district levels. With the support of the agent bank initiative, all 144 districts and 96.0%
(2011: 46.0%) of the 866 sub-districts with a population of above 2,000, had gained access to essential 
financial services. As a result, 99.0% of Malaysians (2011: 82.0%), including SMEs, have obtained access 
to financial services that are reliable, affordable and safe.

To further improve accessibility to financial services throughout the country, plans are being considered 
to use remote sensing and geographical information system technology. A centralised database and 
an online portal will be developed to enable the automated mapping of and access to information on 
all financial access points in the country via satellite imaging while a GPS-enabled mobile application 
will allow the public to locate the nearest financial access points conveniently. The capability of 
geo-spatial analytics to overlay information such as administrative boundaries, demographics, 
infrastructure and topography will raise the capability of financial institutions in delivering financial 
services. 
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Chart 6.5: Benefits of Geo-spatial Analytics Application
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FINANCIAL AWARENESS AND 
OUTREACH

BNM conducts regular nationwide outreach 
programmes to educate SMEs on financial 
management and to create awareness of the 
various financing schemes and programmes 
available as well as the rights of consumers.  

In 2017, BNM organised a series of nationwide 
publicity events on a regional basis under the 
Karnival Kewangan theme in collaboration with 
financial institutions and various Federal and 
State Ministries and agencies including their 
affiliates. Three mini-carnivals were also held in 
Sabah, Sarawak and Kedah from November 2017 
to January 2018. 

Participating institutions offered advisory and 
consultation services, including a series of pocket 
talks covering topics such as SME financing, 
financial education, debt restructuring, financial 

scams, Fintech, e-payment, Islamic finance and 
insurance to more than 80,000 people from all 
walks of life, including SMEs, who attended these 
events.

SMEs can access multiple channels to obtain 
financial advice and information on programmes 
and schemes offered by both the government 
and private sector, including BNM Laman 
Informasi Nasihat dan Khidmat (BNMLINK), SME 
Hub at SME Corp. Malaysia, Association of Banks 
Malaysia, Ministries and agencies as well as DFIs 
and commercial banks.

Borrowers can now also access their Central Credit 
Reference Information System (CCRIS) report via 
the eCCRIS online platform for free, beginning 
January 2018. The nationwide service acts as a 
convenient online tool for users to monitor and 
verify their personal credit standing as well as 
correct any inaccuracies appearing in their CCRIS 
report.
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BNMLINK
Tel: 1300 88 5465 
Fax: 03-2147 1515
Email: bnmtelelink@bnm.gov.my
bankinginfo.portal
www.bankinginfo.my 

SME HUB
SME Corp. Malaysia
Tel: 1300 30 6000
Email: info@smecorp.gov.my
www.smecorp.gov.my

CGC: Client Service Centre
Tel: 03-7880 0088
Fax: 03-7803 0077
Email: csc@cgc.com.my
www.iguarantee.com.my

SME FINANCING IN 2018
In 2018, a total of RM13.5 billion has been allocated to further enhance SME access to financing. This 
is based on a total of 48 programmes planned as at April 2018 which are expected to benefit some 
413,200 SMEs. Among the key programmes for 2018 include:

• Ikhtiar Financing Scheme by Amanah Ikhtiar Malaysia (AIM) with the aim to reduce poverty rate in 
Malaysia by providing financing to poor households to enable them to undertake viable economic 
activity to upgrade their household income includes i-Mesra, i-Srikandi and i-Wibawa. A total of 
RM2.7 billion has been allocated for the programme in 2018 which is expected to benefit more than 
350,000 households, including SME entrepreneurs;

• Majlis Amanah Rakyat (MARA) will continue to implement the Penyaluran Pembiayaan Perniagaan 
programme with an allocation of RM300 million to benefit 3,085 SMEs. The Programme targets to 
fund 17,500 recipients during the period of 2016 to 2020;

• Syariah-Compliant SME Financing Scheme (SSFS) under SME Corp. Malaysia is being 
implemented with a total allocation of RM54 million which is expected to benefit 300 SMEs. The 
Scheme provides financing to eligible Malaysian SMEs whereby the Government has agreed to pay 
2.0% (percentage point) of the profit rate charged on the financing provided by 13 participating 
Islamic Financial Institutions;  

• Perbadanan Usahawan Nasional Berhad (PUNB) will continue to undertake the PROSPER TERAS 
Scheme with the aim to upgrade the retail business of Bumiputera entreprenuers through brand 
standardisation, product selection & layout and integrated system as well as to provide exposure to 
Bumiputera entrepreneurs on the business know how, application of well organised and systematic 
management and operation methods. A total of RM30 million has been allocated for this purpose 
which is expected to benefit some 128 SMEs; and
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ALTERNATIVE FINANCING AVENUES
As SME activities intensify, particularly with the emergence of new types of business that are 
innovative, in new growth areas or high-growth SMEs, the traditional forms of financing may no longer 
suffice. Consequently, access to financing for SMEs is being re-shaped, with the focus shifting to the 
development of more non-traditional financing avenues and platforms such as equity crowdfunding 
(ECF), peer-to-peer financing (P2P), Leading Entrepreneur Accelerator Programme (LEAP) market, 
Investment Account Platform (IAP), venture capital and angel investors. 

Securities Commission has embarked on efforts to enable businesses to benefit from wider accessibility 
to market-based financing avenues to meet their financing needs, as well as utilising technology to 
enable greater investor participation. Six ECF operators have been registered and six P2P financing 
operators are now fully operational.

Since the launch of ECF and P2P financing frameworks in February 2015 and April 2016 respectively, 
both avenues have shown good progress in meeting the financing needs of SMEs. A total of 37 
campaigns have been successfully funded on ECF platforms, with RM32.7 million raised. On the 
investor side, the six platforms have also recorded more than 800 investors, with 40.0% of those being 
under the age of 35.

In relation to P2P financing, despite its relatively short history in the market, 628 campaigns have been 
successfully completed across 120 issuers, with a total of RM37.2 million raised. Some campaigns have 
even been funded within an hour of being launched, reflecting the positive response. 

LEAP market which is the third board on Bursa Malaysia, is positioned to provide SMEs with greater 
access to the capital market as well as a platform for them to showcase their companies. As at July 2018, 
eight companies have been listed on the LEAP market. The principal activity of the listed companies 
varies, ranging from IT, education, healthcare, biotechnology and manufacturing. As at July 2018, 
RM35.3 million have been raised through the LEAP market with an average of RM4.4 million raised per 
company.

Meanwhile, the advent of Fintech is accelerating the transformation of the financial landscape as these 
developments are seen to be able to reduce the cost and the time taken to access funds as well as in 
expediting SME access to formal funding at startup and early stage of growth.

• Syarikat Jaminan Pembiayaan Perniagaan Berhad (SJPP) under the Minister of Finance 
 Incorporated will continue to assist SMEs in all sectors to gain access to financing from participating 

financial institutions. As at April 2018, a total of  RM16.7 billion had been allocated under various 
SJPP schemes until 2030 with the following breakdown:

i. RM7 billion has been allocated for Working Capital Guarantee Scheme – Extension;
ii. RM7 billion has been allocated for Services Sector Guarantee Scheme to assist services sector 

SMEs;
iii. RM200 million has been allocated for Working Capital Guarantee Scheme – Start Up to assist 

start up SMEs companies in all sectors;
iv. RM1 billion has been allocated for Automation Process Guarantee Scheme with the purpose 

to automate production processes and reduce employment of foreign workers; and
v. RM1.5 billion has been allocated for Intellectual Property Guarantee Scheme with the purpose 

to further inculcate innovation and increase productivity.
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BOX ARTICLE

Reducing Cost and 
Enhancing Efficiency
for SMEs via
e-payments

Electronic fund transfer services as an alternative to cheques

SMEs can access credit transfer services, for example, the Interbank GIRO (IBG) and Instant 
Transfer services, not only via online banking but also at over 11,000 ATMs nationwide. Since 
2013, the Pricing Reform Framework has corrected the price distortions between cheques and 
credit transfer services. Effective 2 May 2013, the transaction fee for IBG was lowered from 
RM2 to not more than 10 sen. Meanwhile, a cheque processing fee of 50 sen was introduced 
effective 2 January 2015 to reflect its higher processing cost. The Pricing Reform Framework was 
supplemented by the e-Payment Incentive Fund (ePIF) Framework in 2015, where cheque fees 
collected by banks are channelled to their customers as incentives to encourage the adoption of 
e-payments. Among the incentives funded via ePIF are waivers of Internet banking subscription 
fees, security token fees and e-payment transaction fees, which are directed to assist SMEs and 
individuals specifically. 

The impact of such reform measures has been encouraging. The decline in cheque usage had 
accelerated from an average of -1.6% per annum (2011 - 2013) to -11.8% per annum (2014 - 2017). 
Meanwhile, the volume of credit transfer transactions increased by more than three folds from 
99 million transactions in 2013 to 329 million transactions in 2017. This positive trend shows that 
individuals and businesses including SMEs are increasingly moving away from cheques.

In an effort to spur the adoption of  e-payments among 
SMEs, BNM has undertaken reform measures such as 
correcting price distortions, establishing market incentives, 
and improving the accessibility, quality and value 
proposition of  e-payment services. 
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Debit cards and mobile payments as an alternative to cash

Accepting payment cards such as debit cards can further reduce the costs and risks associated 
with handling cash. Besides reducing the risk of theft and pilferage, payment card acceptance 
would also facilitate reconciliation and may lead to higher sales as customers are not limited to 
the amount of cash in hand. 

Following the implementation of the Payment Card Reform Framework (PCRF) in 2015, the 
average Merchant Discount Rate (MDR) rates had recorded a continued decline, making payment 
card acceptance more affordable to smaller merchants. For the period between 2015 and 2017, 
the cumulative cost savings to merchants pursuant to the lower MDR rates are estimated to 
be RM508 million. This is supported by the establishment of the Market Development Fund 
(MDF), where the annual growth of Point-of-Sales (POS) terminals has increased by three folds to 
20.4% per annum on average from 2015 to 2017. The MDF was established to channel about 
RM455 million to expand the network of POS terminals from 233,248 terminals in 2014 to 
800,000 terminals by 2020.

Moving forward, SMEs should consider accepting mobile payments as a cost-effective alternative 
to cash and cheques. To promote the usage of mobile payments, the Interoperable Credit 
Transfer Framework (ICTF) came into operations in July 2018 to foster reachability between 
bank accounts and e-money accounts issued by non-bank e-money operators, via a shared 
payment infrastructure. From 1 July 2018, the fee for Instant Transfers up to RM5,000 is waived for 
individuals and SMEs. Also in the pipelines is the development of the real-time Retail Payments 
Platform (RPP), which will facilitate the transfer of funds to SMEs via common identifiers such as 
mobile phone numbers or scanning of a QR code.

Accepting payment 
cards such as debit cards 
can further reduce the 

costs and risks associated 
with handling cash
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Special Highlights

Digitalisation
of  SMEs: Unlocking
Potential to Boost Growth

Digitisation which is the process of changing from analog to digital form was first began anywhere from 
the late 1950s to the late 1970s, during the Third Industrial Revolution (IR 3.0). The mass production of 
computers and other digital electronics since the era of the IR 3.0 has been further accelerated now 
especially with the advent of the Fourth Industrial Revolution (IR 4.0). In fact, the nine pillars of the IR 4.0 
which constitute of technological advancement, such as Internet of Things (IoT), Big Data and Cloud 
Computing  play a critical role in transforming the traditional business landscape and the way we live. 
The IR 4.0 is set to trigger change throughout the world, and will require both large businesses and 
SMEs to innovate in order to stay relevant and competitive in the global market lest becoming defunct. 
With its wide spread and pervasive impact, digitalisation offers abundance of opportunities.

The digital revolution has also seen trading across borders to change drastically. Digitalisation has made 
the world more connected and accessible through a more cost effective way. Businesses particularly 
SMEs can now reach new customers and international markets with relative ease through e-commerce, 
mobile commerce and social media platforms. According to a study from Dubai Multi Commodities 
Centre (DMCC), full digitalisation of e-commerce could lead to a six-fold increase in the number of 
business that export goods. 

Gartner defines digitalisation as “use of  digital technologies 
to change a business model and provide new revenue 
and value-producing opportunities; it is the process of  
moving to a digital business”. In layman’s term, it is simply 

transitioning business to a digital business by converting and automating 
manufacturing processes under the control of  digital technologies. 
This may be illustrated by automating what were previously manual 
workflows in producing new products. In order to achieve this, business 
needs to leverage on digitisation, whereby, digitisation is a part of  
digitalisation. By doing so, productivity can be redefined and enhanced 
to achieve greater heights. 
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E-COMMERCE WORLDWIDE
The world has been witnessing the unstoppable rise of 
e-commerce since the launch of behemoths, such as 
Amazon and Alibaba in the 1990s. In 2015, the cross-
border e-commerce market accounted for USD300 billion 
in gross merchandise volume (GMV) or 15.0% of the overall 
e-commerce revenue. According to a DHL report, the 
cross-border market will continue to grow by about 25.0% 
annually until 2020. This is nearly twice the growth rate of 
domestic e-commerce. By 2020, cross-border e-commerce 
GMV is projected to reach USD900 billion, or about 22.0% 
of the global e-commerce market. 

By 2017, retail e-commerce sales worldwide has been 
estimated to reach just over USD2.3 trillion, almost 25.0% 
increase over the previous year and representing 10.2% 
share of total retail sales globally compared to 8.6% in 2016. 
The key contributing factor of this growth is the Asia-Pacific 
region with its overall retail spending in e-commerce stood 
at 14.6%.  

Between 2017 and 2021, e-commerce sales worldwide 
are forecasted to grow by 141.0%, from USD2.3 trillion 
to almost USD4.5 trillion, or just over 16.0% of total retail 

sales globally. The combined volume of e-commerce sales in China and the US is expected to total 
USD1.6 trillion in 2017, almost 70.0% of the e-commerce volume globally. However, e-commerce in 
central and eastern Europe and parts of Southeast Asia is forecasted to be less than 5.0% of total retail 
sales while no significant growth is expected up to 2021 for Latin America, the Middle East and Africa.  

Retail e-commerce sales were driven largely by mobile commerce which represents sales conducted 
via mobile devices. Globally, mobile commerce sales grew by 40.0% in 2017 to USD1.4 trillion, which 
is nearly 60.0% of total e-commerce spending. China alone accounted for 67.0% of mobile commerce 
sales worldwide during the year, driven by its mobile-first internet audience. Globally, mobile commerce 
volume is expected to almost triple from USD909.9 billion to USD2.6 trillion between 2017 and 2021, 
by which time it would take up a share of close to 73.0% of total e-commerce sales. 

Retail e-commerce sales 
were driven largely by 
mobile commerce which 
represents sales conducted 
via mobile devices. Globally, 
mobile commerce sales 
grew by 40.0% in 2017 to 
USD1.36 trillion, which 
is nearly 60.0% of  total 
e-commerce spending

ASIA-PACIFIC - FASTEST GROWING E-COMMERCE MARKET 
The e-commerce growth rate in Asia-Pacific is expected to be at 30.0%, double that of the United 
States (US), an indication of the region’s pole position in the global e-commerce economy. By 2021, the 
region will command two-third of total global e-commerce sales while its share of cross-border volume 
will be at 22.0%.

In 2017, retail e-commerce sales in Asia-Pacific grew by 30.0% year-on-year to reach USD1.4 trillion. 
Growth is constant even in countries like Japan where retail sales have been sluggish. With increasing 
internet and mobile usage and improved fulfillment processes, the region’s retail e-commerce volume 
is expected to reach USD3 trillion by 2021. 
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Similar to the global scenario, mobile commerce sales 
predominate in Asia-Pacific. For China, mobile commerce 
sales is forecasted to grow by 42.0% to USD882 billion in 
2017, accounting for 73.0% of total retail e-commerce sales, 
the largest share of any country in the world. Similarly, for 
the same year in India where e-commerce retail sales totalled 
USD16 billion, 72.0% of sales were conducted via mobile 
devices. In South Korea, mobile commerce accounted for 
close to 60.0% of total retail e-commerce sales. Asia-Pacific’s 
e-commerce sales share distribution from 2017 to 2021 is 
projected to increase to two-third of the global volume while 
those of North America and Europe will decline accordingly. 

E-COMMERCE IN MALAYSIA 
Malaysia recorded high growth of 28.0% in online retail market 
in 2017 according to the Euromonitor International with 
e-commerce contribution to Growth Domestic Product (GDP) 
estimated to have reached RM68 billion in 2015. The latest data 
from the Department of Statistics, Malaysia (DOSM) revealed 
that the digital economy accounts for 18.2% of GDP in 2016 
while e-commerce contribution to GDP has increased slightly 
from 5.9% in 2015 to 6.1% in 2016. Malaysia is one of the leading 
countries in ASEAN in terms of its e-commerce contribution 
to GDP and this is projected to grow by about 11.0% to 
RM144 billion by 2020 as projected under the Eleventh 
Malaysia Plan (RMKe-11). However, with Government 
interventions, Malaysia would be able to double the 
e-commerce growth rate to reach 21.0% or RM211 billion of 
e-commerce contribution to GDP by 2020.

E-commerce growth in Malaysia is driven by favourable demographics, economic trends, 
infrastructure and ecosystem. A healthy GDP growth has increased disposable income, with a 
large segment of the population who are technologically savvy. More than 67.0% of the population 
uses the internet, with most users spending over 16 hours online weekly. An estimated 80.0% of 
internet users have made online purchases previously, a rate which is comparable to that of China, 
India, Singapore and Thailand. 

The highest number of e-commerce establishments was located in Selangor, followed by Kuala 
Lumpur and Johor. In the services sector, wholesale & retail trade and information & communications 
are the two key e-commerce players. The leading contributor to the domestic e-commerce 
economy was the manufacturing sector which generated a total of RM46.5 billion in revenue. 
In cross-border e-commerce, the services sector was the main contributor. As at February 2018, 
58,824 online businesses are registered with the Companies Commission of Malaysia (SSM). Malaysia 
had come to an inflection point of e-commerce growth and focused Government intervention 
was needed to foster further progress. Accordingly, in order to accelerate development from the 
current nascent growth stage of the e-commerce economy, the National eCommerce Strategic 
Roadmap (NeSR) was launched in 2016.
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One of the focus of NeSR is to future-proof existing businesses by ushering approximately 80.0% 
of SMEs into the international e-commerce arena and ensuring they have the capabilities to 
keep pace with developments in the digital economy. Currently, SMEs in Malaysia accounted for 
98.5% of the country’s total business establishments. In 2017, SMEs contributed 37.1% to overall 
GDP, 17.3% to total exports and 66.0% to total employment. According to the Economic Census 
2016: Usage of ICT by Businesses and E-commerce (reference year 2015), 4.8% of SMEs (43,460 
out of 907,065 SMEs), primarily those in the manufacturing and services sectors are engaged in 
e-commerce transactions. Under the NeSR, identified Government Ministries and agencies will 
undertake programmes aimed at doubling Malaysia’s e-commerce growth rate and increasing the 
contribution of e-commerce to GDP to RM211 billion by 2020.

DIGITAL FREE TRADE ZONE 
Malaysia’s Digital Free Trade Zone (DFTZ) which is the world’s 
first e-commerce platform outside of China, is jointly developed 
by the Malaysia Government and Alibaba. It is intended to 
help SMEs export their products globally with ease; enable 
global marketplaces to source from Malaysian manufacturers 
or sellers; make Malaysia the regional fulfillment hub for global 
brands to reach ASEAN buyers; and nurture an ecosystem to 
drive innovation in the e-commerce and internet economy.

The DFTZ is a trade facilitation platform that is integrated with other business and Government service 
platforms to facilitate a paperless, end-to-end and accurate capture, storage, exchange of data and 
analytics processes related to online trade activities. It is a unique digital hub that brings together 
a multitude of key parties, such as trade facilitation and e-market players, Government agencies, 
logistics providers and freight forwarders, to help businesses gain easier market access in cross-border 
e-commerce.

The first phase of the DFTZ was launched in November 2017. DFTZ has three key components: 

The first phase of  the 
DFTZ was launched in 
November 2017 

Satellite Services Hub:
To connect businesses 
to service providers in 
financing, last-mile 
fulfillment, insurance and 
other services crucial in 
cross-border trade

eFulfillment Hub:
To connect exporters to 

last-mile fulfillment services

eService Platform:
To manage all the 
processes involved 
in cross-border trade 
such as customs clearance, 
foreign exchange and even the 
appointment of a forwarding agent

Malaysia is among the first countries to embark on the eServices platform, a unique feature of 
the DFTZ that digitally connects users with Government and private sector services to support 
cross-border trade. In the future, it can be connected to similar platforms in other countries to make 
cross-border trade even easier. 

The development of the DFTZ comprised of two phases, the first, which is managed by Pos Malaysia 
Berhad, is currently operational. The second phase will be undertaken by Cainiao Network, the 
logistics arm of Alibaba, in partnership with Malaysia Airports Berhad, in a green-field investment in the 
Kuala Lumpur International Airport Aeropolis DFTZ Park, scheduled to be operational in 2020. 
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Alibaba will host its regional eFulfillment hub at DFTZ Park which will support a regional multimodal 
trans-shipment hub to include sea freight via Port Klang and rail cargo to Bukit Kayu Hitam.  The hub 
will subsequently be linked to Alibaba’s planned eWorld Trade Platform hubs in other countries. 

Benefits of DFTZ to SMEs
The DFTZ is essentially a trade facilitator for SMEs as it creates a more level playing field for the latter 
to gain easier entry into cross-border e-commerce. The DFTZ helps SMEs by:

Facilitating access to 
global markets

Simplifying and accelerating 
cargo clearance processes 
with the help of the 
eServices platform

Providing end-to-end support 
to businesses in cross-border 
trade, networking and 
knowledge-sharing to drive 
innovation within the internet 
ecosystem

Providing access to 
e-fulfillment services 
(warehousing, pick and 
pack, labelling, and others)

Providing access to players in 
the e-commerce ecosystem 
(financing, last-mile fulfilment, 
insurance, digital marketing)

Providing the ecosystem and 
facilities for brands to use 
Malaysia as a trans-shipment 
hub for the ASEAN region

SMEs that are on-boarded with DFTZ will gain access to the Malaysia Pavilion in Alibaba (a dedicated 
page featuring Made in Malaysia products); certified e-commerce talent who will assist in growing their 
businesses; a detailed analytics dashboard report of store and sales performance; and marketplace 
access from Alibaba’s other marketplaces such as TMALL, TaoBao and 1688.

DFTZ also enhances the value proposition of SMEs by providing access to international best-in-class 
facilities, such as modular warehouses with the latest technology, including sorting, shelving and 
pick-pack facilities, convenient locations and innovations for efficient cross-border trade. Importers and 
exporters doing their transactions via DFTZ also gain access to the e-Services platforms that connect 
the online services of global e-commerce companies to the relevant Malaysian public sector systems 
so as to facilitate a seamless flow of their online businesses.

To date, about 3,000 export-ready Malaysian SMEs are on the e-commerce platforms in the DFTZ.  
Of the number, Selangor, Federal Territory of Kuala Lumpur and Melaka combined accounted for 
almost 70.0% of the total. DFTZ has targeted for 10,000 SMEs to be on-board the platform by end of 
2018. Training and hand-holding will be provided to help SMEs market their products on Alibaba.com.
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DIGITAL PAYMENT  
Digital and cashless transactions are pivotal in e-commerce, 
therefore, a reliable e-payment infrastructure is critical for 
the development of the digital economy. Digital payments 
can unlock significant value to SMEs by delivering better 
customer experience, for example, through accepting 
payments from any location, reducing costs and enhancing 
record-keeping security while boosting capability for 
cross-border commerce at the same time.

In 2011, Bank Negara Malaysia (BNM) has launched 
the Financial Sector Blueprint 2011-2020 to accelerate 
the country’s migration to electronic payment within a 
10-year timeframe. BNM targets to increase the number 
of e-payment transactions per capita from 44 transactions 
to 200 transactions and reduce cheques by more than half, 
from 207 million to 100 million per year. Various measures 
have been introduced under the blueprint, including 
providing pricing incentives to prompt a switch from 
paper-based payments to e-payment and facilitating a 
more extensive outreach of e-payments infrastructure such 
as point-of-sale terminals and mobile phone banking.

The initiatives implemented have proven effective as electronic fund transfers have increased almost 
five-fold, from 66 million transactions in 2011 to an estimated 329 million in 2017 while the volume of 
cheques has declined by 42.0% between 2011 and 2017, from 205 million to 120 million. At the current 
rate of decline, cheque usage is expected to decline to the targeted 100 million by 2019, a year ahead 
of schedule.
 
Since 2009, the financial industry has invested RM893 million to enhance the e-payment infrastructure 
and an additional RM346 million will be spent to expand the point-of-sale terminal network. Another 
RM40 million will be invested to develop a real-time retail payment platform. To capitalise on the 
45.4 million debit cards in circulation and 42.8 million mobile phone subscriptions (70.0% of which are 
smartphones) in the country, BNM’s next wave of its financial transformation agenda is the Interoperable 
Credit Transfer Framework (ICTF) which is in operation from 1 July 2018. ICTF enables a payer to 
instruct his institution to transfer funds to a beneficiary. Individuals and SMEs will not be charged a fee 
for making or receiving any instant transfer transaction of up to RM15,000. 

The 7,000 SME merchants currently performing cashless transactions are doing so via Boost, an e-wallet 
application from SME Corp. Malaysia’s partnership with Axiata Digital Services. SME Corp. Malaysia is 
targeting to increase the current number of SMEs using e-payment transactions to 100,000 by the end 
of this year through collaboration with industry players and its own awareness programmes. A recent 
development towards this objective was the appointment of SME Corp. Malaysia as a JomPay agent 
by RHB Bank. 

JomPay, operated by Payments Network Malaysia Sdn. Bhd. (PayNet) is a national initiative supported 
by banks to enable e-payments across Malaysia. With JomPay, bank customers can pay any registered 
biller from the internet, mobile banking or ATMs by drawing funds from current, savings or credit card 
accounts. Billers need to only sign up with one bank to collect payments via most banks in Malaysia. 

Since 2009, the financial 
industry has invested 
RM893 million to 
enhance the e-payment 
infrastructure and an 
additional RM346 million 
will be spent to expand 
the point-of-sale terminal 
network. Another RM40 
million will be invested to 
develop a real-time retail 
payment platform



SME Annual Report 2017/18102

SPECIAL HIGHLIGHTS

Importance of E-fulfillment Services to SMEs
Cross-border commerce can be a bewildering venture for SMEs, as unlike the bigger corporations, the 
former may lack knowledge on foreign exchange, logistics and market regulations of their overseas 
markets. SMEs can leverage on the expertise of a third party to manage the often complex aspects of 
order fulfillment.

A fulfillment service offers many benefits to SMEs, including:
• Automatic order fulfillment through a third party undertaking the logistical process for the seller; 
• Lower shipping costs as when large quantities are shipped, sellers can obtain better rates, translating 

into savings for seller or buyer;
• Cheaper storage as sellers store inventory with fulfillment providers rather than the former renting 

his own warehouse;
• Flexible storage requirements as sellers can expand or contract demand as needed; and
• A wider range of services as fulfillment services offer other assistance, such as product assembly and 

kitting and many other services. 

In Malaysia, some of the well-known e-fulfillment services providers are Pos Laju, TresGo, Hubwire, 
CollectCo, DHL, iStoreiSend, FedEx, Nationwide Express, EasyParcel and SkyNet Worldwide Express.     

E-FULFILLMENT FOR EXPORT  
E-commerce fulfillment describes the entire process of receiving an order and shipping it to the 
customer, including all of the operational and logistical steps that are part of this process, such as 
inventory management, warehouse organisation, order oversight, packaging and shipping, and 
customer communications regarding order fulfillment. This aspect of e-commerce can be outsourced 
to an order fulfillment service providers which is defined as a third-party company that provides order 
fulfillment steps on behalf of another party, such as an online seller.

E-fulfillment is generally made up of three main components: warehousing, order processing and 
delivery.

EXPRESS
DELIVERY

EXPRESS
DELIVERY

EXPRESS
DELIVERY

The warehouse functions 
with a storage system 

different from standard 
warehousing as it needs 

to manage and store 
individual loose items at 
various quantities. It also 

receives new shipments or 
returned products, perform 

quality checks as well as 
labelling and bar-coding. 

An e-fulfillment service 
receives orders from 

multiple channels which 
are managed either 

through system integration 
or close co-operation. 

Order processing 
includes picking products 

according to order and 
ensuring suitable packing 

for shipping.

A fulfillment service works 
closely with multiple couriers 
to distribute large volumes 
of shipments to individual 

buyers worldwide. The process 
demands proper selection 

of couriers based on service 
level and cost-efficiency, 
management of multiple 

logistics solutions providers 
as well as ensuring up-to-date 
shipping information to clients 

and receivers.  

Warehousing Order Processing Delivery
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Special Highlights

SME
Input-Output 
Study
BACKGROUND AND CONCEPT OF INPUT-OUTPUT TABLE
Study on Input-Output analysis was first mooted as a result of the First Quarter of 2017 (1Q 2017) 
SME Survey conducted by SME Corp. Malaysia which indicated that supply of SME products and 
services by SMEs to large firms was relatively low, with only 10.4% of total respondents supplied to 
large foreign firms in Malaysia. Recognising there may be some issues in the existing supply chain of 
industries among SMEs and large firms, SME Corp. Malaysia then undertook a study on SME Input-
Output Table, derived from the Malaysia Input-Output Tables 2010 published by the Department of 
Statistics, Malaysia (DOSM). 

The commission of the Study is marked with the signing of Memorandum of Understanding (MoU) in 
August 2017 which serves as a smart research partnership programme between Government agency 
and educational institution. The Study is being commissioned and conducted by SME Corp. Malaysia, 
in collaboration with a team of researchers from Institute of Agricultural and Food Policy Studies of 
Universiti Putra Malaysia (UPM), led by Dr. Mohd Yusof Saari. With the main objective to develop and 
analyse the Input-Output Table for SMEs in Malaysia, the Study also serves as a platform for capacity 
building as officers from SME Corp. Malaysia underwent various in-house trainings and workshops on 
Input-Output Table.

Generally, Input-Output Table is a form of macroeconomic analysis that is commonly used in growth 
planning and analysing the ripple effects from any economic shocks, thus the outcome is very relevant 
for policy planning purpose. Utilising the Malaysia Input-Output Tables 2010 from DOSM as the 
main framework, an extension of Input-Output Table was further developed and categorised into 
microenterprise, small, medium and large firm, thus making SME Corp. Malaysia as the pioneer in such 
project by segregating Input-Output Table according to firms’ size based on the current definition of 
SMEs to reflect the current economic scenario and environment. 

With the extension of the database, the SME Input-Output Table is now capable to describe the flows 
of SMEs and large firms’ products and services sold (supply) and bought (demand) in an economy. Thus, 
it reflects the relationship between producers and consumers as well as the inter-industry interactions 
or inter-relationships i.e. industries use products or services of other industries to produce their own 
products or deliver their own services. In the Input-Output Table matrix, total output must equal to 
total input with the value-added included.
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The analysis on SME Input-Output Table provides four important information as the following: 
(i) Inter-industry linkages measure the interaction among industries in producing and consuming 

intermediate input that captures both backward and forward linkages. Backward linkage reflects 
the interaction between industries and their input suppliers (including imports), while forward 
linkage depicts the interaction between industries and their consumers (including exports);

(ii) Multiplier effects describe the economy-wide impact of a certain investment, injection or 
shocks on economic indicators, such as value-added, output, imports and income;

(iii) Key economic sectors / industries: By linking the inter-industry linkages with multiplier effects, 
key sectors / industries that have potential to be the main drivers of SME economic growth can 
be identified; and

(iv) Value-added content measures value-added for each unit of production that can be 
decomposed along the supply chain.

FINDINGS OF SME INPUT-OUTPUT TABLE ANALYSIS
In line with the 1Q 2017 SME Survey findings that indicated the low supply of SME products and services 
to large firms, findings from the SME Input-Output Table analysis also validated and verified the same 
conclusion. There is a weak linkage between SMEs and large firms in terms of supply and production. 

Chart 1: Input Requirement between SMEs and Large Firms

MEDIUM

Micro : 2.0%
Small : 9.6%
Medium : 14.7%
Large : 21.5%

acquires input from

SMALL

Micro : 4.5%
Small : 11.9%
Medium : 8.1%
Large : 10.5%

acquires input from

MICRO
acquires input from

Micro : 6.2%
Small : 10.3%
Medium : 4.1%
Large : 5.1%

LARGE
FIRMS

Micro : 0.9%
Small : 3.9%
Medium : 5.4%
Large : 23.8%

acquire input from

Note: Total input includes value-added
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Looking closely at industries with key potential to drive the economy, the top five domestic-linked 
industries among SMEs that have the highest value-added creation and strongest connection or 
interaction with its input suppliers are rubber plantation, followed by private education services; 
other private services; manufacturing of grain mills, starches & starch products and manufacturing of 
vegetable & animal oil & fats (refer to Chart 2). Other private services are businesses, among others, 
that involve in personal service activities, such as laundering & dry-cleaning, hairdressing & beauty 
treatment, pet care services and repair of computers, personal & household goods. This finding on 
top domestic-linked industries suggests that with more investment made or demand created for SMEs 
in these industries, the local economy in general is expected to further expand and benefit as these 
industries have high spillover effect and hence are capable to positively affect other related industries 
across the supply chain.

For full details of the findings, SME Corp. Malaysia will release the publication of SME Input-Output 
Table in the fourth quarter of 2018.

Chart 2: Top 5 Domestic-linked Industries among SMEs

Rubber
Plantation

Private
Education
Services

Grain
Mills Products

Oil & Fats
Manufacturing

Top 5 Domestic-linked Industries

Other Private
Services

Detailed analysis revealed that microenterprises, small and medium firms bought 5.1%, 10.5% and 
21.5% of their total input respectively from large firms for their production process. Large firms however 
bought much lesser input from microenterprises (0.9%), small (3.9%) and medium (5.4%). Generally,  
large firms import most of their supplies and are also highly dependent on suppliers within their own 
cluster of large firms, supplying 23.8% of their total input within themselves (refer to Chart 1).

Large firms have higher imports intensity, which also indicate the loose connection or interaction with 
SMEs. Higher dependency on imports will significantly drag the value-added creation since imports 
are considered as the source of leakage from the economy. A thorough look at the findings revealed 
that most industries with low value-added multiplier tend to have higher import content. SMEs in 
industries such as insulated wires & cables and optical instruments & photographic equipment have 
high foreign (import) content and low value-added multipliers, signifying that more efforts are needed 
to increase the productivity of these industries and increase the local content, instead of imports.

In terms of output consumption by other industries and final consumers, the findings highlighted that 
48.5% of total output produced by SMEs flows back into the economy as intermediate input, thus 
indicating that SMEs are more domestically integrated with other industries as compared to large 
firms. Of total output being produced, SMEs exported only 26.4% while large firms exported as high 
as 42.6% of their total output.
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Creativize Sdn. Bhd.

A Simple Question 
that Seeded a Global 
Business
‘Why are these stickers not produced locally as 
there is huge potential in the local market and 
people are willing to pay a high price for these 
imported stuff,’ Joachim Sebastian asked himself.

Joachim Sebastian, the founder of creative 
design start-up Creativize Sdn. Bhd., 
described himself as a persistent person. 
Born with an entrepreneurial instinct, he     

 was always on the look-out to make a 
buck through small-time business ventures even 
in his teens, like repairing computers. Now at 
the age of 31 years old, Joachim is selling his 
products in more than 100 countries, thanks to 
the advancement in e-commerce. Not only that, 
the range of products he offers online has grown 
tremendously to include even machines and 
motorcycles!

The idea for his business came in 2012 when he 
bought stickers for his motorcycle online from 
a retailer in France. He asked himself ‘why are 
these stickers not produced locally as there is 
huge potential in the local market and people 
are willing to pay a high price for these imported 
stuff’. So he began researching the products to 
learn how they are produced. Within six months 
he had sorted out the production process for 
stickers and had obtained local materials and a 
small machine to make them himself. In 2013, 
he and his wife started selling the stickers to an 
international market through eBay. Within a year, 
they were selling between USD1,400 to USD1,700 
worth of stickers a month.

That was catalytic in pushing Joachim to further 
expand his business. He obtained funding from the 
Graduate Entrepreneur Fund under the SME Bank 
which enabled him to acquire more machinery 
and raw materials to grow the business. “That was 
the beginning of my entrepreneurial journey but 
that first year was tough. The tools and systems 
required for e-commerce can exhaust your capital 
pretty fast. Trying to obtain more funding was a 
lot of hard work. It was a rollercoaster ride,” he 
recalled.

It has been said that when the going gets tough, 
the tough gets going and Joachim was definitely 
one tough-minded entrepreneur who stubbornly 
pushed on. In the process he learned valuable 
lessons that have stood him in good stead ever 
since. The situation began to change when a 
second bigger funding was secured. Two partners 
onboard, one of whom brought with him vast 
business experience, new ideas and knowledge 
on strategy, budgeting, leadership and processes. 

Between December 2014 and November 
2015, the company chalked up sales of about 
RM400,000. By the end of 2016, their sales had 
tripled to RM1.2 million. Manpower had also 
grown from merely three staff to seven in 2015, 
then 12 in 2016 and currently 25 in total in the 
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group of companies. Along the way, additional 
funding was obtained from MyCreative Ventures 
to finance the up-scaling of facilities and hiring of 
additional manpower. 

Creativize now sells its stickers through multiple 
brands on twenty different eBay and Amazon 
platforms. Through its premium logistics services 
provider DHL Express, the Company was able 
to provide high quality delivery service to its 
customers. The Company’s global footprint had 
also attracted the attention of Payoneer which 
provides online payment services to Amazon and 
Joachim has been appointed a brand ambassador 
for Payoneer. 

“Network support is vital in business. We were 
blessed to have a great partnership with our key 
logistics partner DHL Express. They provide not just 
logistics services but also advice on international 
taxes and customs duties as well as facilitating 
pathways in order to minimise risks and loss. It was 
through their support that enabled us to expand 
our sales to 83 countries by 2017. We are now 
selling in 100 countries including United Kingdom, 
France, United States, Australia, Germany and 
other European countries”, he added.

Joachim is also grateful for the support he has 
received from various agencies in the form of 
funding and guidance. He is particularly grateful 
to SME Bank, MyCreative Ventures and Malaysia 
External Trade Development Corporation 

(MATRADE) for funding. MyCreative Ventures 
and SME Bank were also key strategic partners 
in the business expansion. Joachim was also a 
beneficiary of SME Corp. Malaysia’s Business 
Accelerator Programme which helped to enhance 
his business capabilities through business  
advisory and financial assistance.

Creativize’s growth was also augmented by the 
creation of a new brand – Kismet Decals. The 
brand provides wall art in the form of removable 
wall stickers using designs by artists from around 
the world including Malaysia. The artists get a 
20% royalty from the sales of their designs and 
altogether 16 artists have signed on with the 
Kismet Decals brand. 
   
Moving forward, Creativize is opening a new sales 
channel in the business-to-business market and 
is approaching car and other manufacturers for 
OEM deals. Joachim has also branched out into 
the manufacturing, distribution and retailing of 
high premium motorcycle components under 
another company, Kratos Motorsports, as well 
as providing consultation for other companies 
to expand globally via e-commerce, through 
Everpeaks Consulting. Looking back when he first 
started, Joachim has never thought by asking a 
simple question on the supply of his motorcycle 
stickers has brought him this far in the business 
but one thing for sure, he could not have achieved 
so much without leveraging on e-commerce.  

Creativize now sells its 
stickers through multiple 
brands on twenty different 
eBay and Amazon platforms. 
Through its premium 
logistics services provider 
DHL Express, the Company 
was able to provide high 
quality delivery service to its 
customers
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Green Initiative Sdn. Bhd.

A Small Battery Business 
Recharged Through the 

Social Media  
 “My vision was to create great customer 

experience based on convenience, quality and 
security but minus the high cost,” said

Azarol Faizi, CEO of  Green Initiative Sdn. Bhd.

How many ways can you 
sell car batteries? By a 
simple tweaking of his sales 
concept, Azarol has taken the 

mundane business of selling batteries to 
a whole new level! Azarol, a mechanical 
engineer by profession, had dreams of 
being an entrepreneur from young. After 
employment stints in steel fabrication 
as well as oil and gas firms, he took the 
plunge into business in 2005 by setting 
up Astra Simfoni Sdn. Bhd. and later Astra 
Manufacturing. Astra Simfoni is a total 
battery and industrial power solutions 
provider and a vendor to Proton, Perodua 
and Mitsubishi as well as an industrial 
power vendor to Telekom Malaysia.

During the early stage of his business, 
Azarol was toying with the idea of a car 
battery delivery service as he saw huge 
potential with the increasing number of 
vehicles on the road. His vision was to 
create a great customer experience based 
on convenience, quality and security 
but minus the high cost. Nevertheless, 
the challenge remain on how to make 
his business different from others and 
provide great customer experience so it 

stands out in the crowd. After much brainstorming, the 
Bateriku.com branding under Green Initiative Sdn. Bhd. 
was born in early 2014. 

Essentially, what the Company does is to deliver and 
install batteries on-site in response to a distress call from 
motorists whose vehicle could not start possibly because 
of battery failure. These distressed motorists can contact 
Bateriku.com through various channels such as online, 
toll free numbers, Facebook, Instagram and e-commerce 
platforms. The service is available every day, any time 
between 7am to midnight for any location be it on a busy 
highway, at a customer’s home, workplace or a parking lot.  

Azarol said, “Our mobile technician will come immediately 
and ascertain the actual problem. Customers can even call 
us for a free check if they are in doubt about the condition 
of their battery. Bateriku.com is all about delivering 
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“Bateriku.com is all about 
delivering and installing batteries 
on-site but what sets us apart from 
the rest is the use of  e-commerce 
technologies and social media and 
we believe that our business model 
fits nicely into the digital economy 
landscape”

are competitors in the business but we have 
had a head start because we have been in the 
battery business for over 10 years under the 
parent company Astra Simfoni. Initially it was 
tough creating market awareness and getting 
acceptance from customers but we are still 
leading in terms of delivery volume and number 
of employees, with approximately 80 people 
working with us.”       

On what he considers to be his biggest 
achievement so far, he said, “Business is not 
just about making money but contributing to 
society. I am proud of the fact that we are creating 
employment opportunities not just for our own 
staff but for those who want to earn extra income, 
for example, freelance mobile technicians. Where 
our in-house delivery team is concerned, I want 
to take them to the next level to service high-
end vehicles like Mercedes and BMW while the 
freelancers concentrate on the general market. I 
envisage a time when even our call centre would 
be manned by freelancers.” 

As there is a huge potential for the business with 
an estimated 400,000 batteries being replaced 
every month in Malaysia, the company is looking at 
new growth areas like battery charging, OEM and 
customisation and collection of scrap batteries 
as well. The company also wants to be part of 
the sharing economy where they can collaborate 
with other parties related to vehicle servicing like 
repair workshops. Azarol believes that as long 
as the other party is in sync with Bateriku.com’s 
philosophy on quality and reliability, they can be 
network partners. 

With the success of Bateriku.com, Azarol has 
carved out yet another notch in his entrepreneurial 
credentials. He is very excited about Bateriku.com 
as the business allows space for innovation 
since it follows the Business-to-Consumer (B2C) 
framework. From 2019 onwards, the company will 
continue to leverage further on technology – big 
data, Internet of Things to name a few. Azarol is 
also looking at expanding the replicable Bateriku.
com business model to Indonesia, then further 
afield in the ASEAN region and ultimately globally. 
However, right now, the company’s priority is to 
continue expanding the local market share. 

and installing batteries on-site but what sets us 
apart from the rest is the use of e-commerce 
technologies and social media and we believe 
that our business model fits nicely into the digital 
economy landscape.” 

Azarol must be doing something right as sales 
now average 300 batteries daily and about 
8000 batteries monthly nationwide. In Bateriku.
com’s first month of existence, the company had 
sold only 54 batteries due to the fact that many 
customers were not aware of their existence. 
Since then, revenue has been doubling year-to-
year and the company’s presence has spread out 
from its original Klang Valley base to major towns 
and cities in Johor, Melaka, Negeri Sembilan, 
Terengganu and Penang. Azarol is proud of the 
fact that Bateriku.com has been making steady 
progress. 

On the challenges encountered in setting up 
Bateriku.com, Azarol said, “The battery business 
is not a glamorous one. It is old business, even 
the delivery concept, but we have stood above 
the crowd by leveraging on e-commerce. There 
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Inang Suri Sdn. Bhd.

Taste of  
Sweetness in 

Chocolate 
Venture 

“To succeed, my chocolates have to be of  better quality in every way if  it is 
to stand out from the crowd. I need professional training not only in product 
development but in business management as well,” reflected Hazleen.

The late motivational speaker Robert 
Schuller used to say that high achievers 
spot rich opportunities swiftly, make 
big decisions quickly and move into 

action immediately. Follow these principles and 
you can make your dreams come true. Schuller 
could have been describing 36-year-old Hazleen 
Syafiza Mansor whose entrepreneurial instincts for 
opportunities, daring and decisiveness has made 
her the proud owner of a chocolate business with 
a brand that carries her name. 

Hazleen, a mass communication, media studies 
and advertising graduate from Universiti Teknologi 
Mara, is a native of Sungai Petani, Kedah. She 
recalled during her school days in 2000s when 
the economy was bad and how the community 
including her family tried to make ends meet by 
selling food such as burgers and pisang goreng 
(banana fritters). 

It was in observing such business that her 
entrepreneurial instincts blossomed and grew, 

with the focus on the food business mainly 
because she wanted to be in a business that is 
recession-proof. In 2005, the domestic chocolate 
business was growing fast and there were many 
handmade chocolate makers in the market. 
Hazleen was fast in jumping on the bandwagon. 
She was lucky as she was able to learn it at first-
hand from her mother who had acquired the skills 
of making handmade chocolate from a friend.  

With RM1,000 as capital, she started Inang 
Suri  Sdn. Bhd. in a very small way by selling her 
handmade chocolates to neighbours, friends, 
school children and at farmers’ markets. The 
chocolates were well-received by the market and 
demand began to grow. A bigger workforce was 
needed to increase production volume. Hazleen’s 
previous work experience with the Social Welfare 
Department prompted her to recruit people with 
disabilities.  She explained, “It has always been part 
of my vision and objective to provide employment 
opportunities to those with disabilities and also as 
a means of educating society to empower them 
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to serve the community.” The initial two trainees 
with disabilities soon grew to 10. During the early 
days, production of the handmade chocolates 
was carried out at the Sungai Petani Social 
Welfare Department’s workshop. 

She added, “To succeed, my chocolates have to 
be of better quality in every way if it is to stand out 
from the crowd. I need professional training not 
only in product development but also in business 
management as well. Fortunately, I was accepted 
into SIRIM’s Groom Big training programme.” The 

chocolate production - from cleaning of moulds to 
paste-making and up to packaging. More workers 
were employed, with the current workforce 
stands at 14. Production capacity was increased 
up to three tonnes of chocolates a month, with 
actual volume produced subject to demand. 
The company now has a marketing office each in 
Selangor and Pahang. 

The commercialised Hazleen chocolate brand 
has since then penetrated markets throughout 
Malaysia. 500 retailers now stock the brand 

Programme aims at nurturing, 
grooming and developing 
SMEs to be competitive, 
resilient and sustainable in the 
local and international market. 
It is centred on three aspects 
namely, product development, 
capacity building as well as 
marketing and promotion. 
From that moment on, Hazleen 
had relentlessly attended 
more trainings provided 
by Government agencies 
to improve the chocolate’s 
packaging, pattern and overall 
image. After a few branding 
exercises, the Hazleen 
handmade chocolate brand 
was born.  

However, it was not until 2012 
that Hazleen’s dream of having 
a proper factory to produce 
her sweet treats came true. 
In that year, she entered her 
company as a participant in the 
Rural Business Challenge, a 
programme sponsored by the 
Ministry of Rural and Regional 
Development to provide 
opportunities for Malaysian 

which is sold in the form of 
bars and mini chocolates. 
The chocolates come in 12 
tropical fruit flavours such as 
durian, mango, pineapple and 
jackfruit as well as continental 
flavours like strawberry, 
orange, blueberry, cappuccino 
and almonds.

Hazleen said the company 
will continue to leverage on 
the exposure given under 
the Amaxx Mall showcase in 
135 Giant Malaysia outlets 
throughout the country starting  
from May 2018. As for her future 
market expansion plans, she is 
also targeting to penetrate the 
Thai and Indonesian market 
before the end of the year.     

Hazleen is optimistic that her 
products will find acceptance in 
the international market based 
on the response received at 
the Agro Bazaar Singapore in 
2017. Inang Suri Sdn. Bhd. is 
currently talking to Thai Muslim 
cooperative which has shown 
interest in their products. With 

youths to showcase their entrepreneurship. Inang 
Suri emerged as runner-up in the challenge which 
carried the prize of a RM1.5 million grant. 

The up-scaling of her business began in earnest 
with the move to the factory. She then installed 
15 new machines which handle all the aspects of 

a new market to cater, the chocolate production 
volume will increase to seven tonnes a month. 
Hazleen is also aiming for online sales. She said, 
“We can’t afford to ignore the opportunities 
emerging with the rapid development of the 
digital economy and have set up a special unit to 
handle online sales.”

The commercialised 
Hazleen chocolate 

brand has since then 
penetrated markets 

throughout Malaysia. 
500 retailers now stock 
the brand which is sold 
in the form of  bars and 

mini chocolates 
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Peppermint Avenue LLP

A Thriving Digital 
Apparel Store for 

Kaftan Apparel
“I wanted to express fashion that’s not bound by ethnicity or religion or 
body type. I wanted vibrant colours and patterns that resonate with one’s 
feelings as a woman. I wanted to introduce women to feel-good fashion 
wear,” pledged Irda Nurhidayah to herself.   

Long associated with Islamic culture, 
the kaftan became popular in the west 
during the late 1960s-70s when interest 
in comfortable clothing and ethnic styles 

made it a popular Bohemian style and an icon 
of the hippie movement. Kaftans can be a rustic 
garment of a peasant or a magnificent robe fit 
for a sultan. Today, the kaftan is back in a big way 
and a Malaysian entrepreneur has leveraged on 
kaftan fashion to build a thriving business. Irda 
Nurhidayah Mohamed Salleh or better known 
as Didi, is the founder of Peppermint Avenue 
Sdn. Bhd., an emerging brand for high-end kaftan 
apparels.  

In 2011, Didi followed her entrepreneurial desire 
by embarking on a part-time business to sell 
casual and resort wear. She started by consigning 
apparels at brick and mortar stores. That baby 
step into entrepreneurship soon turned into 
a full-time business and her product line soon 
changed from casual and resort wear to kaftans 
after she saw the potential in that line at an 

overseas fashion event. Since 2016, kaftans have 
become Peppermint Avenue’s core product line.  
Kaftans are so versatile that it could be worn at 
various occasions ranging from outing to the 
beach, to casual brunch with friends up to visiting 
families during festive seasons. She said of her 
vision back then: “I wanted to express fashion 
that’s not bound by ethnicity or religion or body 
type. I wanted vibrant colours and patterns that 
resonate with one’s feelings as a woman. I wanted 
to introduce women to feel-good fashion wear.”     

In 2014, Didi ventured into another channel to 
market her kaftans by embarking into e-commerce 
through her website - www.PeppermintAvenue.
com. She also ventured into local e-commerce 
marketplaces and subsequently joined 
e-commerce market across border at amazon.
com in 2015. After successfully participated in 
MyCyberSales in 2016, she marched ahead to 
export to other markets via the Digital Free Trade 
Zone initiative in 2017. Peppermint Avenue’s sales 
are now derived equally from on-line and hotel 
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across all sectors of the economy. The function 
of traditional brick-and-mortar set-ups has been 
up-ended. Brick-and-mortar outlets now serve 
as advertising points while the online business 
does the selling. Didi believes that the future is 
digital, therefore, steps must be taken to develop 
the digital economy further through education to 
cover even non-commercial sectors if Malaysia is 
to reap the huge potential there.

As an energetic and robust entrepreneur, Didi is 
passionate about contributing to the development 
of women entrepreneurs. She would like to put the 
experience and expertise that she had acquired in 
business into good use. She really want to help 
young girls and women to pursue their dreams. 
From her observation, women entrepreneurs 
often face a different set of challenges from men. 
Many who have the desire to enter business are 
afraid to do so because of lack of self-confidence. 

“My advice to aspiring women entrepreneurs is be 
passionate about what you want to do as having 
passion is half the battle won. Be thick-skinned 
and do not be ashamed to ask for help especially 
when you need it. Make sure you conduct your 
business with integrity in the marketplace. Above 
all, go for your dream and do not let your fear 
kill your dreams, as you never know where it will 
lead you. In essence, always live in a beautiful and 
positive state of mind,’’ she ended.

outlets. Didi said annual sales volume has been 
growing consistently from four-digit figure per 
month before venturing into e-commerce to five-
digit figure per month.

“I have not quite arrived yet but the fact that 
Peppermint Avenue has been able to achieve so 
much in a relatively short time can be attributed 
to a good support network,” added Didi. By 
participating in MyCyberSales organised by the 
Malaysia Digital Economy Corporation (MDEC) 
in 2016, she managed to build a network of 
supporting peers who had helped enormously 
in developing her business. In addition, being 
part of Gorgeous Geeks (a Kuala Lumpur-
based platform to empower women to leverage 
on technology) has also been of remarkable 
help. Looking back, her steep learning curve in 
e-commerce and marketing are acquired through 
trial and error, as well as learning from others. Didi 
is also fortunate to receive great support from her 
logistics partners, as most of her materials are 
imported.

Didi is excited with the prospects of e-commerce 
in Malaysia. When she was studying in Australia, 
she saw how far ahead it was in e-commerce. 
Now, within several years, Malaysia has caught up 
with the digital economy. E-commerce platforms 
have proliferated with all sorts of businesses 
- from food delivery to beauty to practically 

After successfully 
participated in 
MyCyberSales in 2016, 
she marched ahead to 
export to other markets 
via the Digital Free Trade 
Zone initiative in 2017. 
Peppermint Avenue’s 
sales are now derived 
equally from on-line and 
hotel outlets
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Plaza Merdeka Management Sdn. Bhd.

Plaza Merdeka 
Joining the
Digital
Landscape 
“Plaza Merdeka is an innovative shopping mall that is moving in tandem 
with developments in the digital economy. Fashion retailers may be 
moving into online shopping but they are also maintaining their brick 
and mortar presence for more visibility and branding. 

Plaza Merdeka is a relative newcomer to 
the shopping mall scene in Kuching but 
it is creating a buzz and becoming a 
happening place for families and tourists. 

So what is it that makes Plaza Merdeka different 
from other malls in Kuching? General Manager 
of Plaza Merdeka Management Sdn. Bhd., Cheah 
Kheng Mun believed it is all about efficiency, 
quality products, friendly service, innovative ideas 
as well as greater engagement and collaboration 
with the local community and business partners.

Mr. Cheah added, “Our ultimate aim is about 
making our mall a preferred destination for 
shopping, leisure and dining in the city by offering 
a great shopping experience to people from all 
walks of life. The Mall offers local and international 
product brands, local and western cuisines, 
entertainment for all in the family and excellent 
security. We are rather proud of our food and 
beverages (F&B) set-up. We like to describe our 
Food Plaza as Your Downtown Kitchen”.  

Cheah said that there was also a deliberate 
strategy to locate the Mall in the old historical 

district of Kuching. Shopping malls, are also 
tourist destinations. So he wanted to combine 
great shopping experience in the Mall together 
with the tourist attractions in their vicinity. At the 
same time, he wanted to help revitalise the old 
city area. He is particularly proud of the fact that 
their presence there has helped to transform a 
quiet section of the city into a vibrant and fun 
place for families and tourists. 

The result of the company’s vision is a modern 
mall juxtaposed with historical landmarks - 
like Chinatown, colonial-styled cathedrals, the 
Sarawak Museum, century-old Chinese temples 
- and modern ones like the waterfront and 
Kuching’s latest landmark, the Darul Hana Bridge 
(popularly known as the Golden S Bridge).  All 
these attractions are within walking distance from 
the Mall. 

The Mall has a gross area of 550,000 sq. ft. with 
a net lettable area of 350,000 sq. ft. It was 90.0% 
occupied when it first opened in 2012. The Mall’s 
eclectic mix of tenants offers shoppers a wide 
range of local and international brands. Among 
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the tenants are Parkson Departmental Store, Everrise, Cotton 
On, Esprit, Dorothy Perkins, Guess, Swatch, Hush Puppies, 
H&M, SenQ, Super Save and Mr. DIY. Fast food chains like 
Subway, McDonald and Yubiso located their first outlets 
in Borneo at Plaza Merdeka. Among the internationally 
recognised brands to locate their first outlets in Sarawak at 
Plaza Merdeka were Gloria Jean’s Coffees, Dorothy Perkins, 
Burger King, Swatch and Subway. The opening of a Nene 
Chicken outlet is imminent.  In 2017, the Mall’s sales turnover 
was nearly RM11 million.

Significant leaps have been made in realising its vision 
judging by its recent achievements. Plaza Merdeka won 
the 2015/2016 edition of the Malaysia Tourism Awards for 
Innovative Shopping Centre (Stand-Alone Category).  In 
2017, the company was listed in the SME Corp. Malaysia’s 
elite Enterprise 50 (E50) Award. The Award honours the top 
50 SMEs in the country in recognition of their achievements 
in financial capabilities, operations and management 
competencies. In 2018, at the 2016/2017 edition of the 
Malaysia Tourism Awards, Plaza Merdeka was a Certificate 
of Merit recipient when it was selected as one of the top 
three finalists in the Best Shopping Centre (Stand-Alone 
Shopping Centre) category.  

Cheah said, “Plaza Merdeka is an innovative shopping mall 
that is moving in tandem with developments in the digital 
economy. Fashion retailers may be moving into online 
shopping but they are also maintaining their brick and 
mortar presence. Digitalisation is an obvious move forward 
for mall managers.” With e-payment increasingly becoming 
part of the digital landscape, Plaza Merdeka is looking at 
this mode of payment to enhance shoppers’ convenience. It 
is collaborating with Sarawak Pay, a mobile payment system 
to cater especially to Sarawakians and also partnering with 
Boost, the mobile payment system from Axiata, as well as 
providing other e-payment options for shoppers, including 
for parking and premium washrooms via e-wallets.  

Plaza Merdeka has become a prime shopping destination 
in Kuching which caters to the urban lifestyle of executives, 
students, families and tourists. The impact of the Mall on 
the community can be seen from the annual average footfall 
which is 4.5 million. As to the management’s plans in the next 
five years, Cheah said, “The Mall’s primary target market is 
the younger generation, particularly working adults with 
young families. We are strategising on optimising our tenant 
mix in relation to products, services, entertainment and F&B 
in combination with various types of promotional events to 
cater to our demographic targets.” 

With e-payment 
increasingly becoming 
part of  the digital 
landscape, Plaza 
Merdeka is looking at 
this mode of  payment 
to enhance shoppers’ 
convenience
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Seri Elf  Enterprise 

Turning a 
Dusun Heritage 
into a Global 
Business
“The internet has made it possible to take my products from a 
humble kampung to the world. Social media platforms such as 
Instagram and Facebook are so useful in promoting our products, 
especially for people in remote locations like us. Imagine that a 
village-based business like ours could reach out to Europe and Asia 
so conveniently at a lower cost,” said Emily. 

Sabahan Emily Jeneble @ Nurfarain 
Abdullah may be a kampung girl but she 
possesses enough entrepreneurial savvy 
to see potential in a heritage craft of 

her Dusun tribe and parlayed that insight into a 
thriving woven-bamboo handbag business. Emily, 
37, the owner of Seri Elf Enterprise, and a native of 
Kampung Batu Lungunyan in Keningau, has been 
involved in making woven bamboo products for 
20 years now. 

She said, “The art of making woven bamboo 
crafts is part of the Dusun heritage and a source 
of pride for our kampung. This part of our culture 
and tradition has been passed down from 
generation to generation in our community.” Her 
interest in making such crafts was inspired during 
childhood by watching her grandmother wove 
traditional headgear and fish nets. Her skills were 
then developed and enhanced by training from 
her mother. 

The turning point for Emily came in 2011 when 
she began to see the potential in hand-woven 
bamboo handbags as marketable products. 
By following her entrepreneurial instincts, she 
has since then grew a village-based enterprise 
that produces hand-woven bamboo handbags 
not only for the Malaysian market but also for 
customers from Europe and other parts of Asia.    

Emily’s handbags are rather unique as they are a 
fusion of her Dusun heritage and modern designs 
and production processes. Through the artistic 
rendering of natural elements like the moon, rain, 
flowers and precious stones, each motive in a bag 
echoes the tradition and heritage of the Dusun 
community. Even the colour scheme of each 
handbag has its own story to tell.  Ultimately, the 
final product is an interesting mix of the traditional 
and modern as the handbags not only incorporate 
woven bamboo as its core element, but also 
materials such as PVC, leather and canvas which 



SME Annual Report 2017/18 119

SUCCESS STORIES

are then finished by modern sewing techniques. 
The result is a high quality product that showcases 
the artistry of Dusun craftsmanship.  

It is not surprising then that Emily’s artistic 
touch on her bamboo handbags has caught the 
attention of customers from as far as the United 
Kingdom, Italy, Germany, South Korea and Japan. 
She said, “The internet has made it possible to 
take my products from a humble kampung to the 
world. Social media platforms such as Instagram 
and Facebook are so useful in promoting our 
products, especially for people in remote 
locations like us. Imagine that a village-based 
business like ours could reach out to Europe and 
Asia so conveniently and at a lower cost.”

Thanks to the eye-catching designs and unique 
features of her heritage craft, monthly orders 
received now have reached RM10,000 in value. 
However, for Emily, the business is more than just 
about making money. It is a way to preserve her 
cultural heritage. By introducing her products to 
the world, she is raising the international profile 
of indigenous cultures such as hers. The business 
is also about empowering the community as 
it helps to raise the socio-economic status of 
women in the village by providing jobs and giving 
them opportunities to acquire skills. 

When asked on what is needed to run a business 
such as hers, Emily said, “For this kind of 

business, it’s important that one is very skillful and 
experienced in order to produce various designs. 
Quality is paramount. The production process is 
a painstaking one. The skin of the bamboo must 
be carefully sliced off and then dyed and dried 
before weaving is done. The bamboo skin must 
be completely dry to ensure it doesn’t get spoilt 
before or during the weaving process. We only 
use mature bamboo as it is hardy.” 

Another important component for success in 
business, she added, is marketing and promotion. 
She believed that even though she had good 
products, the ability to sell them is more crucial, 
as the efforts would be wasted if there is no buyer. 
Besides that, she also need to be alert on the 
emerging fashion trends so that her products are 
always in demand. 

For her outstanding craftsmanship and  
contribution to the local community, Emily has 
been awarded the Young Craft Entrepreneur 
Award (Anugerah Usahawan Kraf Muda) 2018. It 
is an inaugural award presented by Perbadanan 
Kemajuan Kraftangan Malaysia to dedicated 
youth in the craft industry who has exhibited 
relentless effort in showcasing Malaysian heritage. 
As for her future plans, Emily wants to have her 
own training centre where youth can acquire skills 
in making traditional handicrafts to do their own 
business not only to raise their economic status 
but also to preserve their cultural heritage. 

However, for Emily, 
the business is more 
than just about making 
money. It is a way to 
preserve her cultural 
heritage. By introducing 
her products to the 
world, she is raising the 
international profile of  
indigenous cultures such 
as hers
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Shamawar Sdn. Bhd.

Electrical Supplies Business 
Powered by Core Values

“We have never deviated from our vision of  providing the best products 
and services professionally and honestly. We built our business on a solid 

platform of  integrity and professionalism,” says Dato’ Shakir.

Shamawar, which was incorporated in 1997, is 
a pioneer in the supply and commissioning 
of test measuring instruments, electrical 
accessories and safety electrical products. 

It also serves as product solutions provider for 
public utility giants like TNB, Telekom, Sabah 
Electricity and Sarawak Energy. The company 
represents various international companies 
from United States, Canada, Europe and Asia as 
supplier for products ranging from transmission, 
distribution and testing equipment to smart 
metering solutions, emergency restoration 
system, fuses of various voltages to energy 
equipment and solutions.  

It all began in 1994 when a young graduate 
who had completed his study in the United 
Kingdom returned home to Malaysia. Having 

set his mind to become an entrepreneur due to 
his early exposure in entrepreneurship during 
his adolescence years, he  was totally set on 
being his own boss. That man was none other 
than Shakir Husein Kalid who then roped in his 
accountant wife Ani Mawar Abdullah to form a 
team to pursue his entrepreneurial dreams. Thus 
Shamawar Sdn. Bhd. was born.

Their early days as entrepreneurs was not all 
smooth-sailing as they encountered daunting 
challenges. They had neither capital nor 
network to go into supplying mechanical and 
electrical equipment and parts. However, he was 
determined to give it a go in response to the 
Government’s efforts to create more Bumiputera 
entrepreneurs. He started by identifying the 
electrical and mechanical products in demand 
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and worked on to ensure that his products were 
up to the industry standards. Datin Ani said 
since their initial capital was small, they had to 
depend on factoring to keep the business going. 
Fortunately for the couple, their main customers 
were Government-linked companies who made 
prompt payments and that provided them with a 
consistent flow of income to keep afloat. 

However, there were still formidable hurdles 
in their attempts to penetrate the market. As a 
newbie in the market, Shamawar struggled to win 
contracts against more established competitors. 
As Dato’ Shakir put it, “We had no track record, 
and certainly no recognition. We really had to 
think out of the box. So what we did was to market 
our products according to customers’ needs, that 
is, not merely selling products but packaging and 
customising them in line with their needs. Besides 
selling, we are also solutions providers.” 

nearly 100 people, is helmed by Dato’ Shakir as 
the Group Managing Director and Datin Ani 
as the Group Chief Executive Officer.  For their 
relentless effort, the Group has won a string of 
awards and recognition over the years, among 
which are the TQM Model Award Company from 
MPC, Best Practice Award SME Category from 
National Award for Management Accounting, 4 
Star Rating under SME Competitiveness Rating 
for Enhancement (SCORE), Anugerah Kejayaan 
Cemerlang from PUNB and a gold award at the 
MPC Regional Team Excellence Convention. 

Looking back, Dato’ Shakir said, “It was always 
tough building a business but we have never 
deviated from our mission to provide the best 
products and services professionally and honestly. 
We built our business on a platform of integrity 
and professionalism.”   

They took up the challenge to manufacture 
locally produced products for the energy industry 
and proved that Malaysian companies have the 
ability to manufacture products that complies 
with international standards. Their products 
finally entered the export market and exports 
now account for 10% of group sales.

Today the Shamawar Group comprises four 
companies, the mother company Shamawar Sdn. 
Bhd., Shamawar Elektrika Sdn. Bhd., Shamawar 
Technica Sdn. Bhd. and Shamawar Medicare 
Sdn. Bhd. The Group, which has a workforce of 

Dato Shakir’s corporate 
philosophy also applies to the 
company’s relationship with 
suppliers as he believes integrity 
is vital to stay long in business. 
Obtaining flexible credit terms 
was critical for the survival of 
the business and Dato’ Shakir 
explained that they were able 
to obtain credit facilities even 
though they were newcomers 
in the market because suppliers 
trusted them. 

The company is also very 
much into human capital 
development. ‘Sharpen the 

saw’ was how Dato’ Shakir described his approach 
in growing the Group’s talents. The Group has 
two training centres where Quality Hours sessions 
are held weekly for staff to share on all aspects of 
the business as well as on personal development.     

He explained, “Shamawar’s core values are 
succinctly encapsulated in the four characteristics 
of the Holy Prophet, Nabi Muhammad SAW: 
Siddiq (truthfulness), Amanah (trustworthiness), 
Tabligh (advocacy) and Fathanah (wisdom).  We 
can’t go wrong if we conduct business on these 
powerful principles.”

Dato Shakir’s corporate philosophy also applies 
to the company’s relationship with suppliers as he 
believes integrity is vital to stay long in business
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Solar NRJ Sdn. Bhd.

Fueled by 
Passion 
for Green 
Technology  
“There is huge potential for hydrogen 
to be widely used in the future to 
generate energy. Just imagine that if  
everything now powered by electricity 
can be powered by hydrogen instead,” 
told Joseph Koh.

Koh is a co-founder and Chief Technical Officer of Solar 
NRJ Sdn. Bhd., an incubatee company of Technology 
Park Malaysia Corporation. The Company is an 
independent engineering, procurement, construction 

and system integrator that provides a complete range of services, 
from initial project design, through to installation, permits, 
monitoring and servicing. Its renewable technology power systems 
include solar, wind, fuel cells, energy storage systems, inverters and 
data monitoring systems. 

A mechanical engineer by profession, Koh is an entrepreneur whose 
vision and passion is very much about green technology, particularly 
renewable energy. He got his interest piqued in fuel cell technology 
through his involvement in the development of a fuel cell powered 
tricycle in Australia in 2007. Subsequently, the passion for green 
technology has set him on a course towards a career in the business. 
In 2013, Koh together with a partner Mark Bawtree, incorporated 
Solar NRJ with the vision to develop sustainable energy systems. 
In the early days, Solar NRJ’s customers were universities, where 
they offered consultation in fuel cell R&D. It was mutually beneficial 
as the universities provided the funds whereas Solar NRJ brought 
expertise to the R&D. 

“It would be great to 
connect the residents 
to the world at large 
by providing access 
to Satellite TV and 
a desktop with solar 
powered internet 
access at the common 
area (Balai) of  the 
nearest kampung from 
our site. This will 
serve as community 
gathering area as well 
as education hub”
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Commitment to sustainability is an emerging trend 
in the world today. In Malaysia, the increasing 
emphasis by the Government to develop 
sustainable energy resources via the Sustainable 
Energy Development Authority (SEDA) is driving 
smaller companies to leverage on emerging 
opportunities.  Solar NRJ is one such SME but 
with a difference. The Company does not solely 
focus on solar panel installations but also act 
as a system integrator. Solar NRJ specialises in 
creating hybrid systems that incorporate fuel cells 
into the existing solar solutions which can then be 
adapted and scaled to fit the needs of different 
customers.

Solar NRJ’s recently commercialised product, 
the Self-Recharging Energy System (SES) BETA is 
Asia’s first hybrid solar-hydrogen energy system. 
The SES BETA is essentially a prefabricated 
and modularised solution for remote power 
which works as a mobile power station for 
telecommunication towers in remote off-grid 
locations. In 2016, Solar NRJ was fortunate 
to receive its first funding from the Malaysian 
Communications and Multimedia Commission 
(MCMC) through its subsidiary, Malaysia Technical 
Standard Forum Berhad (MTSFB), in the form of 
a grant for the company to roll out a prototype 
for Digi telecommunication tower in Rompin, 
Pahang. 

Besides that, the company also received a 
matching grant from the High Impact Programme 
2 (HIP2) fund for the commercialisation of SES 
BETA, with the first project completed for edotco 
Malaysia Sdn. Bhd. in Borneo. A leading tower 
owner in the region, edotco Malaysia is the first 
client to install SES BETA. The company had 
identified solar PV and fuel cells as one of the 
potential technology to replace the traditional 
generator set. The future is promising as the drive 
to create awareness is intensified.

Currently, the company is surveying about 70 
locations in Sabah and Sarawak as potential sites 
for installing the SES.  Koh said these sites are 
in remote areas without access to internet and 
television. This has sparked an idea for him to 
give back to the society. Koh plans to execute 
a Corporate Social Responsibility project which 

would be able to bridge the digital divide in 
these areas. He envisioned a collaboration with 
MCMC and Astro. Koh enthuses “It would be 
great to connect the residents to the world at 
large by providing access to Satellite TV and a 
desktop with solar powered internet access at the 
common area (Balai) of the nearest kampung from 
our site. This will serve as community gathering 
area as well as education hub”. 

Koh is gung-ho on the prospects for the 
renewable energy business in Malaysia but there 
are challenges ahead. The local cell fuel industry is 
still very small and it is not an easy business to be 
in. It is most crucial for the market to be educated 
on green technology. Capital expenditure is high. 
He said one of the ways investors could invest 
in the business is by taking up an investment 
package whereby they invest in the equipment 
and Solar NRJ packages it for leasing to and 
operating for end-users thus ensuring investors 
of returns through revenue accruing from such an 
arrangement. As Koh gazed at the horizon, he is 
determined to make an impact to the society. He 
believes that entrepreneurs need to be passionate 
with their projects. Eventually, the fruits of labor 
will be materialised.
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APPENDIX I
Key Statistics on SMEs

Table 1: Number of Establishments by Sector and Size

Source: Economic Census 2016: Profile of Small and Medium Enterprises (reference year 2015), 
Department of Statistics, Malaysia

Services

Manufacturing

Construction

Agriculture

Mining & Quarrying

Total

649,186

22,083

17,321

4,863

217

693,670

11,862

2,519

4,829

1,212

190

20,612

9,185

1,403

1,400

1,410

161

13,559

148,078

23,096

17,008

4,143

458

192,783

89.2

5.3

4.3

1.1

0.1

100.0

809,126

47,698

39,158

10,218

865

907,065

818,311

49,101

40,558

11,628

1,026

920,624

Sector
Micro Medium

No. of 
Large
FirmsSmall

Share
of SMEs

(%)
Total
SMEs

Overall
Establishments

No. of SME Establishments

Appendix I
Key Statistics on SMEs

Table 2: Number of SME Establishments by State

Source: Economic Census 2016: Profile of Small and 
Medium Enterprises (reference year 2015), 
Department of Statistics, Malaysia

(...continuation)

Selangor

WP	Kuala	Lumpur

Johor

Perak

Pulau Pinang

Sarawak 

Sabah

Kedah

Kelantan

Pahang

179,271

133,703

98,190

75,140

66,921

61,036

55,702

48,894

46,618

37,573

19.8

14.7

10.8

8.3

7.4

6.7

6.2

5.4

5.1

4.1

State Total SMEs %

Negeri	Sembilan	

Melaka

Terengganu

Perlis

WP	Labuan

WP Putrajaya

Total SMEs

32,721

31,361

29,324

6,808

2,567

1,236

907,065

3.6

3.5

3.2

0.8

0.3

0.1

100.0

State Total SMEs %
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Table 3: Annual Growth of SME GDP by Economic Sector (%) (constant 2010 prices)

p: preliminary

Source: Department of Statistics, Malaysia

Agriculture

Mining & Quarrying 

Manufacturing

Construction

Services

Plus: import duties

Total SME GDP

5.9

3.5	

11.2

16.0

7.0

48.0

8.3

2010

6.6

7.3	

7.8

4.4

7.1

32.9

7.3

2011

1.3

14.5

6.2

16.6

6.2

29.6

6.0

2012

2.3

8.1

5.0

14.0

7.2

18.2

6.4

2013

17.3

183.0

10.8

97.8

8.7

21.6

13.5

2014

2.3

8.9

5.9

7.8

6.6

20.3

6.2

2015

-1.9

8.2

4.8

6.8

6.5

9.9

5.2

2016

7.3

8.9

6.8

6.6

7.3

14.5

7.2

2017p

Table 4: Contribution of SMEs to Overall GDP by Economic Sector (%)

Note: Figures may not necessarily add up due to rounding

p: preliminary

Source: Department of Statistics, Malaysia

Agriculture

Mining & Quarrying 

Manufacturing 

Construction

Services

Plus: import duties

% SME GDP to
 Overall GDP

4.3

0.0

7.2

0.9

19.6

0.2

32.2

2010

4.3

0.0

7.4

0.9

19.9

0.3

32.8

2011

4.1

0.1

7.4

1.0

20.1

0.3

33.0

2012

4.0

0.1

7.5

1.1

20.5

0.3

33.5

2013

4.5

0.1

7.8

2.0

21.1

0.4

35.9

2014

4.3

0.2

7.9

2.1

21.4

0.5

36.3

2015

4.1

0.2

7.9

2.1

21.8

0.5

36.6

2016

4.1

0.2

8.0

2.2

22.1

0.5

37.1

2017p
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Appendix II
List of  Selected SME and 
Entrepreneurship Development 
Programmes in 2018 
(As at April 2018)

Major Programmes

Ikhtiar Financing 
Scheme 

Penyaluran Pembiayaan 
Perniagaan

Syariah-Compliant 
SME Financing Scheme 
(SSFS)

PROSPER TERAS

Implementing Agency

Amanah Ikhtiar 
Malaysia (AIM) 

Majlis Amanah Rakyat 
(MARA) 

SME Corp. Malaysia

Perbadanan Usahawan 
Nasional Berhad 

(PUNB)

Programme Objective

Reduce poverty rate in Malaysia by providing financing 
to poor households to enable them to undertake 
viable economic activity to upgrade their household 
income includes i-Mesra, i-Srikandi and i-Wibawa.

17,500 recipients of MARA business financing during 
the period of 2016-2020. 

To provide financing assistance to eligible Malaysian 
SMEs whereby the Government of Malaysia has 
agreed to pay 2% (percentage point) of the profit rate 
charged on the financing provided by 13 participating 
Islamic Financial Institutions.

• Lift the standards of Bumiputera retail  entrepreneur 
through standardising brands, product 
arrangements, selections & integrated system;

 
• Give exposure to Bumiputera entrepreneurs on 

business tactics, application on administration 
methods   and well organised, systematic operations; 
and

 
• Eligible business activities are Automotive, 

Hardware or Building Materials, Professional 
Services, Telecommunications and Early Child Care 
Education (ECCE).

Access to Financing
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Human Capital Development

Major Programmes Implementing AgencyProgramme Objective

INSKEN TERAS 
Enhancement & 
Development (TED) 

Rural Business 
Challenge (RBC)

Bumiputera Workshop 
Transformation 
Programme (BWTP)

National Dual Training 
System (NDTS)

Program Latihan Sub 
Kontraktor Untuk 
Pasaran Eksport - FASA 
APLIKASI (Super Bumi)

Training for Potential 
and New Entrepreneurs 

Institut Keusahawanan 
Negara Berhad 

(INSKEN) 

Rural Entrepreneurship 
Development Division 

of the Ministry of 
Rural and Regional 

Development (MRRD)

Malaysia Automotive 
Institute (MAI) 

 Jabatan Pembangunan 
Kemahiran (JPK) of 

the Ministry of Human 
Resources

Malaysian Timber 
Industry Board

Sabah Economic 
Development 

Corporation (SEDCO)

The programme provides comprehensive training on 
business skills and knowledge to enable entrepreneurs 
to maintain sustainable high performing businesses 
especially on areas of talent and leadership 
development as well as general business and 
organisational change.

• To encourage youth especially in the rural area, to 
choose entrepreneurship as career of choice

• To create job opportunity and increase income of 
the rural population

• To encourage reverse migration by creating an 
attractive liveable rural area. It is a business proposal 
competition specially  for youth where business 
grant will be awarded to realise their business plan 
in the rural areas.

To provide support to Bumiputera automotive 
workshops across the country to improve customer 
satisfaction level, sales and profitability.

NDTS serves as a channel to provide trained workers 
for SMEs through training of school leavers or the 
unemployed as well as conducting up-skilling courses 
for existing and new employees of SMEs.

Developing a cluster of Bumiputera sub-contractors to 
be export-oriented.

Instil entrepreneurship and impart technical 
knowledge / skills businesses.
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Infrastructure

Major Programmes Implementing AgencyProgramme Objective

Bengkel Industri Vendor

Industrial Estate 
Development 

Pembangunan 
Usahawan Desa 

Lembaga Kemajuan 
Wilayah Kedah 

Ministry of Industrial 
and Entrepreneur 

Development Sarawak 
(MIED Sarawak) 

Ministry of Rural 
Development (KPLB) 

State of Sabah 
Government

Provision of business premises by building 
7 units workshops and industrial building for rural 
entrepreneur.

Sibu Industrial Estate
•  Providing better amenities and infrastructure 

through proper industrial estates development;
•  Create a more conducive environment for the 

gradual transformation of our local business 
communities; and

• Promote the orderly growth of SMEs as well as 
creating more economic activities.

(Expected to be completed in year 2020).

Build / upgrade additional buildings in Rural 
Entrepreneurs Centre (Pusat Keusahawanan Desa - 
PKD) / Tamuniaga / Community Learning Centres (CLC) 
and provide necessary  equipment for entrepreneurs 
to operate and start / expand businesses.

Innovation & Technology Adoption

Major Programmes Implementing AgencyProgramme Objective

Business Accelerator 
Programme (BAP)

Change Upgrade 
Product (CUP)

Technology Acquisition 
Fund (TAF) 

NKEA EPP8: 
Commercialisation 
Grant for the 
Development of Food 
and Health-Based 
Product 

SME Corp. Malaysia

Agro-based Industry 
Division (IAT) 

Malaysian Technology 
Development 

Corporation (MTDC) 

Malaysian Palm Oil 
Board (MPOB) 

An integrated programme to develop and nurture 
dynamic, competitive and resilient SMEs through 
SCORE, capacity building, advisory and technical 
support as well as financial support.

This programme focuses on improving product quality, 
development and capability. 

Promote utilisation of foreign technology for 
the manufacturing and physical development 
of existing and new products an processes to 
increase wealth creation and technology content of 
Malaysian companies whilst enhancing their global 
competitiveness.

This programme focuses on encouraging the 
production and development of food, feeds and 
health-based products as well as expediting growth in 
their downstream segments
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Market Access

Major Programmes Implementing AgencyProgramme Objective

Program Transformasi 
Produk dan Pengedaran 
Berkesan 

Showcase Usahawan 
Bumiputera Sarawak 

Strengthen Export 
Agro-based Distributors
(Pengukuhan 
Pengedaran Agro-
makanan Eksport)

Bahagian 
Pembangunan 

Perniagaan (BPP) of 
Ministry of Domestic 

Trade and 
Consumer Affairs

(KPDNHEP) 

Ministry of Industrial 
and Entrepreneur 

Development Sarawak 
(MIED Sarawak)

Federal Agriculture 
Marketing Authority 

(FAMA)

Assists SME to increased quality of product in term 
of packaging, shelf-life and other criteria in fulfill 
the standards of hypermarkets and supermarkets in 
Malaysia.

Provide business opportunities and increase the 
income of entrepreneurs.

• Support the existing agro-food exports distributors 
and increase the number of competitive exporters 
in the export market; and

• Strengthening the competitive exporters’ 
foundation programmes and the creation of new 
export market.

Legal

HIP 1: Integration of 
Business Registration 
and Licensing

SME Corp. MalaysiaTo create a single window for both business registration 
and licensing to encourage formation of businesses.

Major Programmes Implementing AgencyProgramme Objective
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Glossary of  Abbreviations

Name

Agensi Inovasi Malaysia 

Amanah Ikhtiar Malaysia 

Asia-Pacific Economic Cooperation 

Association of Banks Malaysia 

Association of Southeast Asian Nations 

Bank Negara Malaysia 

Companies Commission of Malaysia 

Credit Guarantee Corporation Malaysia Berhad 

Department of Statistics, Malaysia 

Employees Provident Fund 

Federal Agriculture Marketing Authority 

Implementation Coordination Unit 

Institut Keusahawanan Negara 

Jabatan Kemajuan Orang Asli Malaysia 

Jabatan Pembangunan Kemahiran 

Kedah Regional Development Authority 

Majlis Amanah Rakyat

Malaysia Automotive Institute 

Malaysia Digital Economy Corporation 

Malaysia External Trade Development Corporation 

Malaysia Productivity Corporation 

Malaysia Standard Industrial Classification 

Malaysia Technical Standard Forum Berhad 

Malaysian Administration Modernisation and Management Planning

Malaysian Communications and Multimedia Commission 

Malaysian Institute of Economic Research 

Malaysian Palm Oil Board 

Malaysian Technology Development Corporation 

Acronym

AIM

AIM

APEC

ABM

ASEAN

BNM

SSM

CGC

DOSM

EPF

FAMA

ICU

INSKEN

JAKOA

JPK

KEDA

MARA

MAI

MDEC

MATRADE

MPC

MSIC

MTSFB

MAMPU

MCMC

MIER

MPOB

MTDC

Organisations / Associations / Institutions
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Name

Ministry of Domestic Trade and Consumer Affairs 

Ministry of Entrepreneur Development

Ministry of Rural and Regional Development 

Ministry of Rural Development Sabah

Ministry of Science, Technology and Innovation 

National SME Development Council 

Organisation for Economic Co-operation and Development 

Perbadanan Usahawan Nasional Berhad 

Sabah Economic Development Corporation 

Sarawak Ministry of Industrial and Entrepreneur Development 

Social Security Organisation 

Syarikat Jaminan Pembiayaan Perniagaan Berhad 

Yayasan Inovasi Malaysia 

Acronym

KPDNHEP

MED

MRRD

KPLB

MOSTI

NSDC

OECD

PUNB

SEDCO

MIED Sarawak 

SOCSO

SJPP

YIM

Organisations / Associations / Institutions

Name

Bumiputera Enterprise Enhancement Programme 

Bantuan Rakyat 1Malaysia 

Bumiputera Workshop Transformation Programme

Business Accelerator Programme 

Change Upgrade Product 

Enterprise 50 

Geran Promosi Eksport 

Acronym

BEEP

BR1M

BWTP

BAP

CUP

E50

GPE 

Government Programmes

Name

Bumiputera Entrepreneur Project Fund-i

Small Debt Resolution Scheme 

Technology Acquisition Fund 

Acronym

TPUB-i

SDRS

TAF

Funds
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Name

Going Export Programme 

High Impact Programme 2 

High Impact Programmes 

Leading Entrepreneur Accelerator Platform 

MAI Intelligent Technology System 

Malaysia Productivity Blueprint

Market Development Grant 

National Dual Training System 

Rural Business Challenge 

Satu Daerah Satu Industri

Satu Daerah Satu Produk

SME Competitiveness Rating for Enhancement 

SME Investment Partner 

Technology Commercialisation Platform 

Acronym

GoEx

HIP2

HIPs

LEAP

MITS

MPB

MDG

NDTS

RBC

SDSI

SDSP 

SCORE

SIP

TCP

Government Programmes

Name

Access Certainty and Efficiency 

ASEAN Strategic Action Plan for SME Development 2016-2025 

BNM Laman Informasi Nasihat dan Khidmat 

Business Conditions Index 

Capital expenditure 

Central Credit Reference Information System 

Consumer Sentiments Index 

Digital Free Trade Zone 

Director General of Insolvency 

Electrical and Electronics 

Employment Insurance Scheme 

Equity Crowdfunding 

Financial Institutions 

Food & Beverage 

Acronym

ACE

SAPSMED 2025

BNMLINK

BCI

CAPEX

CCRIS

CSI

DFTZ

DGI

E&E

EIS

ECF

FIs

F&B

Other Terms
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Name

Goods and Services Tax 

Gross Domestic Product 

Gross Merchandise Volume 

Industrial Revolution 4.0

Information and Communication Technology 

Institusi Pendidikan MARA 

Interoperable Credit Transfer Framework 

Investment Account Platform 

Machinery and Equipment 

Malaysia Standard Industrial Classification 

Monetary Policy Committee 

National eCommerce Council 

National eCommerce Strategic Roadmap 

Oil & Gas

Overnight Policy Rate 

Payments Network Malaysia Sdn. Bhd. 

Peer-to-Peer 

Private Equity 

Regional Comprehensive Economic Partnership 

Rural Entrepreneurs Centre 

Sales and Services Tax 

Self-Recharging Energy System 

Small Debt Resolution Committee 

SME Central Incentives System 

Southeast Asian 

Sustainable Energy Development Authority 

Third Quarter 2017

Venture Capital 

World Economic Outlook 

Acronym

GST

GDP

GMV

IR 4.0

ICT

IPMa

ICTF

IAP

M&E

MSIC

MPC

NeCC

NeCSR

O&G

OPR

PayNet

P2P

PE

RCEP

RECs

SST

SES

SDRC

SCenIc

SEA

SEDA

3Q 2017

VC 

WEO

Other Terms
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Appendix IV
SME Definition

New Definition of SMEs (effective 1 January 2014)

Under the new SME definition, the existing qualifying criteria i.e. sales turnover and employment 
remain but the threshold has been increased to:
• Manufacturing sector: Sales turnover not exceeding RM50 million OR 
  full-time employees not exceeding 200
• Services and other sectors: Sales turnover not exceeding RM20 million OR 
   full-time employees not exceeding 75

Detailed definition by category namely micro, small and medium is as follows:

Under the new definition, all SMEs must be entities registered with SSM or other equivalent bodies.    
It however excludes:
• Entities that are public-listed companies on the main board
• Subsidiaries of:

- Public-listed companies on the main board;
- Multinational corporations (MNCs);
- Government-linked companies (GLCs);
- Syarikat Menteri Kewangan Diperbadankan (MKDs); and
- State-owned enterprises.

Note: < is less than
	 ≤	is	not	exceeding

Micro Small Medium

Sales
Turnover

Sales
Turnover

Sales
TurnoverEmployees Employees Employees

Size

RM300,000 
to 

< 15 million

RM300,000 
to

 < 3 million

RM15 million
to 

≤ 50 million

RM3 million 
to 

≤ 20 million

5 to < 75 
employees

5 to < 30 
employees

75 to ≤ 200 
employees

30 to ≤ 75 
employees

Manufacturing

Services &
other sectors

<RM300,000
< 5 

employees


