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The Diversification of Manufacturing in Malaysia 

• explore Malaysia’s experience in adopting 

the agglomeration model  

• study how the resource-based and E&E 

industries utilised Malaysia’s factor 

endowments to support diversification 

process 
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Aims of paper 



The Diversification of Manufacturing in Malaysia 

• Early strategy 

– targeted production value chain of few 

primary commodities 

• From the 1980s 

– pursue development for a wider range of 

industries 

– 3 strategies: horizontal, vertical, locational  
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Economic Diversification in Malaysia 



The Diversification of Manufacturing in Malaysia 

• Deepen forward/backward linkages 

• Increase productivity 

• Enable participation in global supply chain 

• Moderate influence of commodity price 

volatility 

 

4 

Benefits of diversification in manufacturing 



The Diversification of Manufacturing in Malaysia 

Two takeaways: 

• Multi-sector agglomeration development 

strategy a success for Malaysia 

• Practice of normal agglomeration will 

ensure manufacturing competitiveness   
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Comments 
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Comments 

Annual real GDP growth, 1988-2013 

Source: CEIC 

-10.0

-8.0

-6.0

-4.0

-2.0

0.0

2.0

4.0

6.0

8.0

10.0

12.0

1
9

8
8

1
9

8
9

1
9

9
0

1
9

9
1

1
9

9
2

1
9

9
3

1
9

9
4

1
9

9
5

1
9

9
6

1
9

9
7

1
9

9
8

1
9

9
9

2
0

0
0

2
0

0
1

2
0

0
2

2
0

0
3

2
0

0
4

2
0

0
5

2
0

0
6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

2
0

1
2

2
0

1
3

RGDP % change y-o-y Average: 1988-1996; 2002-2007; 2009-2013



The Diversification of Manufacturing in Malaysia 

7 

Comments 

Source: Economic Outlook for Southeast Asia, China and India 2014, OECD Development Centre 

Productivity trends in Emerging Asia, 1990-2011 
(Index, 2000=100) 
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Comments 

Source: CEIC  

Malaysia’s top 5 export partners 
(% of total exports to top 5 destinations) 

USA, 30.1

Singapore, 24.1
EU, 19.4

Japan, 16.4

China, 10.0
1995

Singapore, 25.1

China, 24.3Japan, 19.8

EU, 16.3

USA, 14.5
2013
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Disclaimer 

 
The material contained in this presentation may not be reproduced, redistributed or passed on, directly or indirectly, to any 

other person or published, in whole or in part, for any purpose without the consent of Malaysian Rating Corporation Berhad 

(“MARC”). The views expressed in this presentation should be construed solely as statements of opinion and not statements 

of fact. MARC makes no representation or warranty, express or implied, as to the accuracy, completeness or reliability of the 

material and comments made during the presentation and accepts no liability arising from any use of this presentation or its 

contents. This presentation is not to be relied upon in substitution of the exercise of independent judgement.  


