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Should any Third Party obtains access to and read this report contrary to the above provision, by
reading this report such Third Party accepts and agrees to the following terms:
1. That the work performed by PwCAS was performed in accordance with instructions provided
by its addressee client and was performed exclusively for its addressee client's sole benefit
and use.
2. That this report was prepared at the direction of our addressee client and may not include all
procedures deemed necessary for the purposes of such Third Party.
3. That PwCAS, its directors, employees and agents neither owe nor accept any duty or
responsibility to such Third Party, whether in contract or in tort (including without limitation,
negligence and breach of statutory duty), and shall not be liable in respect of any loss,
damage or expense of whatsoever nature which is caused by any use such Third Party may
choose to make of this report, or which is otherwise consequent upon the gaining of access
to the report by such Third Party. Further, such Third Party agrees that this report is not to be
referred to or quoted, in whole or in part, in any prospectus, registration statement, offering
circular, public filing, loan, other agreement or document and not to distribute the report
without PwCAS's prior written consent.
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Glossary of terms and
abbreviations
Term

Definition

1998 ILO Declaration

ILO Declaration of Fundamental Principles and Rights at Work and its
Follow-Up 1998

ADB

Asian Development Bank

AFTA

ASEAN Free Trade Area

AJCEP

ASEAN-Japan Comprehensive Economic Partnership

AmCham Singapore

The American Chamber of Commerce Singapore

AMCHAM

The American Malaysian Chamber of Commerce

ASEAN

Association of Southeast Asian Nations

BIT

Bilateral Investment Treaty

BOT

Build-Operate-Transfer

CAGR

Compound Annual Growth Rate

c.c.

Cubic Centimeters

CGE

Computable General Equilibrium

CIDB

Construction Industry Development Board

CNI

Critical National Infrastructure

CNII

Critical National Information Infrastructure

COVID-19

Coronavirus Disease 2019

CPTPP

Comprehensive and Progressive Agreement for Trans-Pacific Partnership

CPTPP-10

The 10 CPTPP countries, namely Australia, Brunei Darussalam, Canada,
Chile, Japan, Mexico, New Zealand, Peru, Singapore, and Vietnam

CPTPP-11

CPTPP-10 countries and Malaysia

DOSM

Department of Statistics Malaysia

E&E

Electrical and Electronics

e-commerce

Electronic commerce

EIEU

Electronics Industry Employees’ Union

EIF

Entry Into Force

EKUINAS

Ekuiti Nasional Berhad

EMS

Electronic Manufacturing Services
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Term

Definition

EPA

Economic Partnership Agreement

EPF

Employees Provident Fund

EU

European Union

FDI

Foreign Direct Investment

FFB

Fresh Fruit Bunches

FGV

Felda Global Ventures

FIZ

Free Industrial Zone

Foreign Value Added

Value added of inputs that were imported in order to produce intermediate or
final goods and services

FTA

Free Trade Agreement

GDP

Gross Domestic Product

GEMPACK 12

General Equilibrium Modelling PACKage 12

GLC

Government Linked Companies

GLIC

Government Linked Investment Companies

GM

General Motors

GTAP

Global Trade Analysis Project

HMRC

Her Majesty’s Revenue and Customs (UK Government)

IDEAS

Institute for Democracy and Economic Affairs

IIA

International Investment Agreement

ILO

International Labour Organisation

IP

Intellectual Property

IPR

Intellectual Property Rights

ISDS

Investor-State Dispute Settlement

IT

Information Technology

ITA

International Trade Administration

ITUC

International Trade Union Confederation

JETRO

Japan External Trade Organisation
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Term

Definition

KWAP

Kumpulan Wang Persaraan

LMW

Licensed Manufacturing Warehouse

LTAT

Lembaga Tabung Angkatan Tentera

LTH

Lembaga Tabung Haji

MAFI

Ministry of Agriculture and Food Industries

MAFTA

Malaysia-Australia Free Trade Agreement

MaPITAC

Malaysian Plastics Industry Talent Accreditation Council

MARA

Majlis Amanah Rakyat

MARDI

Malaysian Agriculture Research and Development

MATRADE

Malaysia External Trade Development Corporation

MCO

Movement Control Order

MEF

Malaysian Employers Federation

MEMA

Machinery and Equipment Manufacturers Association

MFN

Most Favoured Nation

MITI

Ministry of International Trade and Industry

MJEPA

Malaysia-Japan Economic Partnership Agreement

MKMA

Malaysian Knitting Manufacturers Association

MNC

Multinational Companies

MOF

Ministry of Finance

MOH

Ministry of Health

MOHR

Ministry of Human Resources

MPC

Malaysia Productivity Corporation

MPMA

Malaysian Plastics Manufacturers Association

MPOA

Malaysian Palm Oil Association

MPOB

Malaysian Palm Oil Board

MPOC

Malaysian Palm Oil Council
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Term

Definition

MPRC

Malaysia Petroleum Resource Corporation

MRT

Mass Rapid Transit

MSME

Micro, Small and Medium Enterprises

MT

Metric Tonne

MTMA

Malaysian Textiles Manufacturers Association

MyDigital

Malaysia Digital Economy Blueprint

N/A

Not applicable

NACSA

National Cyber Security Agency

NAP

National Automotive Policy

NCA

Non-Commercial Assistance

NTM

Non-Tariff Measure

NUBE

National Union of Banking Employees

O&G

Oil and Gas

OECD

Organisation for Economic Co-operation and Development

OEM

Original Equipment Manufacturer

OGSE

Oil and Gas Services and Equipment

PDA

Petroleum Development Act

PETRONAS

Petroliam Nasional Berhad

PNB

Permodalan Nasional Berhad

PP

Percentage Point

PPP

Public-Private Partnership

PTA

Preferential Trade Agreement

RCA

Revealed Comparative Advantage

PwC

PricewaterhouseCoopers

RCEP

Regional Comprehensive Economic Partnership

R&D

Research and Development
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Term

Definition

RM

Ringgit Malaysia

RMK-12

Twelfth Malaysia Plan, 2021-2025

SDR

Special Drawing Rights

SEAISI

South East Asia Iron & Steel Institute

SGD

Singapore Dollar

SME

Small and Medium-Sized Enterprises

SME Corp

SME Corporation Malaysia

SOE

State-Owned Enterprises

SPS

Sanitary and Phytosanitary

SPV 2030

Shared Prosperity Vision 2030

SSL

Short Supply List

SWEC

Standardised Work and Equipment Categories

TEEAM

The Electrical and Electronics Association of Malaysia

TERAJU

Unit Peneraju Agenda Bumiputera

TPPA

Trans-Pacific Partnership Agreement

TRIPS Agreement

Trade-Related Aspects of Intellectual Property Rights Agreement

TRQ

Tariff Rate Quota

TVET

Technical and Vocational Education and Training

UK

United Kingdom

UNCTAD

United Nations Convention on Trade and Development

UNFAO

United Nations Food and Agriculture Organization

US

United States

USD

United States Dollar

VDP

Vendor Development Programme

WITS

World Integrated Trade Solutions

WTO

World Trade Organization
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About the Study

The CPTPP is a free trade agreement between 11 and
potentially more economies that provides market
access and harmonises rules for existing and emerging
trade issues
About the CPTPP
The Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP) comprises 30 legal
chapters that cover trade and trade-related issues. Unlike traditional free trade agreements (FTAs), the
CPTPP goes beyond providing market access for goods, services and investments; it also aims to
harmonise rules and disciplines for new and emerging trade as well as cross-sectoral issues. Presently, the
CPTPP membership consists of Australia, Brunei Darussalam, Canada, Chile, Japan, Malaysia, Mexico,
New Zealand, Peru, Singapore and Vietnam.
The CPTPP was signed on 8 March 2018 by all 11 countries and has been ratified by eight, pending Brunei
Darussalam, Chile and Malaysia. The United Kingdom (UK) has applied to join the CPTPP and has begun
accession talks. Furthermore, the People’s Republic of China (China), Chinese Taipei and Ecuador have
officially applied to join the CPTPP.
Rules and disciplines included in the CPTPP cover issues such as:
•
•
•
•

•
•
•
•

Investor-State Dispute Settlement (ISDS)
Intellectual Property Rights (IPR)
Government Procurement
State-owned Enterprises (SOEs)

Electronic Commerce
Small and Medium-sized Enterprises (SMEs)
Labour
Environment

CPTPP countries accounted for 15% of world trade and 13% of world GDP in 2019
The 11 CPTPP countries have a combined population of 508 million (6.6% of world population) as at 2019.
In 2019, the CPTPP countries generated total gross domestic product (GDP) of USD11.3 trillion (13% of
world GDP) and accounted for 15% of total world trade.
Furthermore, the CPTPP countries accounted for 29% of Malaysia’s total exports and 24.4% of total
imports. These include key trading partners such as Singapore and Japan. If UK, China, Chinese Taipei
and Ecuador accede into the CPTPP, the eventual combined population will be 2 billion (26% of world
population), GDP of USD29 trillion (33% of world GDP) and accounting for 32.8% of total world trade.
Given the ongoing negotiations with the UK and eventual accession by China, Chinese Taipei and Ecuador,
Malaysia must undertake and complete the necessary domestic processes to ratify the CPTPP, to be able
to participate effectively in the accession negotiations. Malaysia will not be able to participate meaningfully
in the accession talks with these countries due to Malaysia’s Signatory status, if Malaysia does not ratify the
CPTPP.
At the same time, countries such as Singapore and Vietnam that have already implemented the CPTPP will
be able to negotiate terms and market access conditions that are advantageous to them.
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This study analyses the potential economic costs and
benefits of CPTPP ratification for Malaysia

Purpose of the Study
PwC has been appointed by the Government of Malaysia to conduct a study to:
• Assess the potential economic benefits and costs of Malaysia’s ratification of the CPTPP
• Propose interventions and mitigation for the identified costs
The aim of the Study is to assist the Government in making an informed decision on ratification and entry
into force (EIF) of the CPTPP. The Study does not make strategic recommendations on Malaysia’s position
towards CPTPP ratification. Any policy decision made by the Government on CPTPP ratification will
depend on its balance of considerations that may extend beyond the key findings of this Study.
Scope of the Study
The Study analyses the potential economic costs and benefits of the CPTPP on the Malaysian economy.
This involves:
• Estimating the national and sectoral impact of Malaysia’s participation in the CPTPP, under various
scenarios, using a Computable General Equilibrium (CGE) model
• Identifying and quantifying sector and company-level opportunities and challenges, particularly relating
to trade and investment, for selected key economic sectors through stakeholder engagements and
desk-based research
• Analysing the impact of CPTPP provisions on the Government, businesses and households
The Study analyses manufacturing activities in the following key sectors:
●
●
●
●
●
●

Electrical and Electronics (E&E)
Palm Oil
Textiles
Machinery and Equipment
Chemicals
Oil and Gas (O&G)

●
●
●
●
●
●

Plastics
Metal, and Iron and Steel
Optical and Scientific Equipment
Medical Devices
Automotive Parts and Components
Processed Food and Beverage

In addition, the Study also analyses Construction and the overall Services Sectors (including Trade in
Services, i.e. exports and imports of Services).
In analysing the impact of CPTPP provisions on the Government, businesses and households, the Study’s
findings focus on the following thematic areas:
●
●
●
●

Investor-State Dispute Settlement (ISDS)
Intellectual Property (IP)
Government Procurement
State-owned Enterprises (SOEs)

●
●
●
●

Electronic Commerce
Small and Medium-sized Enterprises (SMEs)
Labour
Environment
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Classifications of selected economic sectors and external trade
Analysis of the potential economic costs and benefits of the CPTPP on the 12 manufacturing sectors
focuses on merchandise trade (by products) and trade in value added:
• Trade Analysis (by products) covers analysis of Malaysia’s trade trends and patterns in totality and with
CPTPP countries. This analysis uses trade data based on either the Standard International Trade
Classification (SITC) or Harmonised System (HS) classifications, depending on the source of the data
• Trade in Value Added Analysis examines sectoral dependence on imported inputs for production of
exports using indicators from the Organisation for Economic Co-operation and Development (OECD)
The following table provides the sector and product names used in each area of analysis for the 12
manufacturing sectors:
Economic Sector

Trade Analysis (by products)

Trade in Value Added (TiVA)

E&E

Electrical and electronic products

Computers, electronic and electrical
equipment

Palm Oil

Palm oil and palm oil-based products

Agriculture, forestry and fishing

Textiles

Textiles and apparel

Textiles, wearing apparel, leather
and related products

Machinery and Equipment

Machinery, equipment and parts

Machinery and equipment

Chemicals

Chemicals and chemical products (exclude
plastics in non-primary forms)

Chemicals and pharmaceutical
products

Oil and Gas

Oil and Gas products (i.e. Crude petroleum,
liquefied natural gas (LNG) and petroleum
products)

Mining and quarrying, Coke and
refined petroleum products

Plastics

Plastics (primary and non-primary)

Rubber and plastic products

Metal, and Iron and Steel

Metals, and iron and steel products

Basic metals and fabricated metal
products

Optical and Scientific
Equipment

Optical and scientific equipment

Computer, electronic and optical
products

Medical Devices

Medical devices

Not available

Automotive Parts and
Components

Automotive parts and components

Not available

Processed Food and
Beverage

Processed food and beverages

Food products, beverages and
tobacco

Note:
Sources of data for analysis are:
• Sectors’ GDP - Department of Statistics Malaysia (DOSM) (based on MSIC)
• Malaysian external trade analysis - DOSM (based on SITC)
• Trade analysis by countries and products - World Integrated Trade Solutions (WITS) (based on HS)
• TiVA - OECD (based on ISIC)
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Limitations of the Study
Study Period
The key findings of the Study were updated and concluded based on publicly released information
available as at 31 January 2022.
CGE Model
The CGE model simulates the Malaysian economy under various CPTPP scenarios, conditional on
other global and domestic economic developments as well as inter-sectoral and inter-institutional
behavioural trends remaining unchanged over the simulation period. The results of the CGE model
are not unconditional forecasts of Malaysia’s future economic trajectory.
The robustness of the CGE results are also subject to data limitations and the assumptions of the
economic model. All tariffs were assumed to be eliminated over 10 years by 10% per annum
across the 11 CPTPP countries. Non-tariff measures (NTM) were proxied as ad-valorem
equivalents based on existing studies.
Sectoral Analysis
The scope of the sectoral analysis is focused on the potential economic implications of the CPTPP
on 12 manufacturing sectors, as well as the Construction and Services sectors. The Study does
not include the potential economic impact of the CPTPP on consumers.
Out of Scope
The Study does not address national strategic interests, such as in the areas of social welfare and
security.
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The report outlines the impact of the CPTPP towards
Government, businesses and households as well
as provides recommendations to address the
implications identified
Organisation of the Report
The Report covers the following chapters, namely:
Chapter 1: About the Study
This chapter outlines the objective and background of the Study, as well as the overall scope covered in
the Study. This chapter intends to set the context of the report.
Chapter 2: Executive Summary
This chapter provides a concise overview of the Study content and highlights key findings.
Chapter 3: Background on CPTPP
This chapter provides the context on the background of the CPTPP which includes the origin of the
Agreement, the rules and disciplines under CPTPP as well as the comparison with other FTAs, specifically
ASEAN Free Trade Area (AFTA) and Regional Comprehensive Economic Partnership (RCEP) Agreement.
Chapter 4: Potential Impact on Malaysia Based on Modelling Analysis
This chapter introduces the CGE model, which is the tool applied in this Study to simulate the impact of
CPTPP on the Malaysian economy. The chapter presents the results and findings of the CGE model
simulation, whereby it presents the projected impact of the CPTPP towards Malaysia’s economic growth
based on various scenarios.
Chapter 5: Key Findings: Implications on Key Economic Sectors
This chapter presents findings from the analysis on the impact of the CPTPP towards selected key
economic sectors. The economic sectors were selected based on their contribution to the Malaysian
economy and trade activities. The analysis covers the impact of CPTPP in terms of market access, cost
and ease of exporting, sourcing channels, development of local capability and the post-pandemic trade
support required by sectors and businesses within the selected key economic sectors.
Chapter 6: Thematic Findings
This chapter assesses the implications with regards to the benefits and costs of selected CPTPP key
provisions towards the Malaysian economy and its stakeholders, in particular: Government, businesses
and households. The chapter covers the implications of suspended Trans-Pacific Partnership Agreement
(TPPA) provisions, analyses key chapter provisions and the safeguards in place, current practices relating
to the respective chapters and provisions as well as comparable case studies to demonstrate lessons
learned.
Chapter 7: Conclusions and Recommendations
This chapter presents the conclusions and recommendations on interventions required to address the
identified challenges and capture the opportunities presented via the ratification of the CPTPP. The
recommendations provide strategies as well as its corresponding initiatives that are proposed to be
undertaken by the Government of Malaysia moving forward.
Note: All exchange rates used in Chapter 5 are on the basis of average exchange rate in 2019 of USD1: RM4.14
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2

Executive
Summary

The CPTPP presents net economic benefits to
Malaysia

Key findings:
Overall economy: Net gains
• Higher GDP by USD56.5 billion over the period of 2021 to 2030
○ Increase in GDP by 1.9% in 2030
• Additional investment of USD112.3 billion over the period of 2021 to 2030
• Continued trade surplus at 8.5% of GDP in 2030
• GDP increase of up to 4.2% in 2030 with the possible accession of China and the UK

Impact on key economic sectors
• Gain opportunities under the CPTPP including:
○ Market access to Canada, Peru and Mexico, countries with which Malaysia does not have an FTA
○ Lower costs and ease of exporting due to customs cooperation, harmonisation and transparency
○ Wider sourcing channels for raw materials at competitive prices
○ Local capability development through cooperation and capacity building activities with other
CPTPP countries
• Increased competition in sectors such as O&G and Construction, but flexibilities secured allow certain
preferences to be accorded to local companies

Thematic findings
• ISDS mechanism leads to better levels of investor protection, while allowing Malaysia to retain policy
space
• IP provisions provide a balance of benefits between producers and users
• Local suppliers continue to benefit from Malaysian Government Procurement, and have greater
access to CPTPP markets
• SOEs can continue to support the Government’s socio-economic agenda, particularly Bumiputera
development
• Electronic commerce provisions reduce barriers to electronic trade, while allowing the Government to
ensure security of critical infrastructure
• SMEs are provided with growth and development opportunities
• Adoption of the 1998 ILO Declaration improves Malaysia’s labour standards, but raises concerns on
possible work disruptions
• Malaysia is able to enhance environmental standards and capacity in key environmental issues
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The CGE model simulated scenarios of Malaysia’s
ratification and non-ratification of the CPTPP

The baseline scenario assumes the ratification and entry into force of Malaysia’s existing FTAs
The baseline scenario represents a possible path of development for the Malaysian economy over the
period of 2021 to 2030, whereby Malaysia does not ratify the CPTPP. The baseline scenario assumes the
continuation of business-as-usual conditions with existing FTAs, including RCEP, ratified and entered into
force.
The CGE model analyses the impacts of several scenarios against the baseline
This Study analyses the following:
• Baseline: Implementation of RCEP and all existing CPTPP countries except Malaysia proceed with
ratification of the CPTPP (CPTPP-10)
• Scenario 1: Malaysia ratifies the CPTPP with all other CPTPP countries (CPTPP-11)
• Scenario 2: Scenario 1 with the additional inclusion of China and the UK in the CPTPP
The baseline and all scenarios assume full tariff elimination and 50% NTM reduction.
Note: All scenarios above assume that Brunei Darussalam and Chile ratify the CPTPP
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The CGE model projects net economic gains from
Malaysia’s ratification of the CPTPP

The key findings of Malaysia’s ratification of the CPTPP relative to the baseline, assuming all tariffs are
eliminated and NTMs are reduced by 50%, are as follows:
• GDP is projected to increase by USD56.5 billion over the period of 2021 to 2030 - this would raise GDP
growth by 1.9% relative to baseline in 2030
• Trade balance is projected to be USD53.5 billion in 2030, and remain in surplus at 8.5% of GDP in 2030
• Investment is projected to rise by USD112.3 billion over the period of 2021 to 2030
Projected impact of the CPTPP on the Malaysian economy based on the CGE model
Malaysia
(actual)

Scenario 1
MY ratifies:
CPTPP-11

2019 (Value, USD billion)

Scenario 2
MY ratifies:
China and the UK accede

2030 (Value, USD billion)

GDP

342.2

628.0

642.4

Export

238.3

354.7

359.2

Import

205.1

301.2

309.0

Trade balance

33.2

53.5

50.2

As % of GDP

9.7

8.5

7.8

2021-2030 (Cumulative change relative to baseline, USD billion)
GDP

-

56.5

125.4

Investment

-

112.3

252.7

Note: CPTPP-11 refers to the scenario of Malaysia ratifying the CPTPP with all existing CPTPP countries. Exchange rate used is the average
exchange rate in 2019 of USD1: RM4.14. All numbers indicated in the tables on CGE model results are based on projections of CGE modelling
Source: DOSM, PwC analysis
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GDP is projected to increase by a cumulative USD56.5
billion over the baseline for the period of 2021 to 2030
if Malaysia ratifies the CPTPP

Malaysia’s ratification of the CPTPP (Scenario 1) is projected to achieve a cumulative gain in GDP of
USD56.5 billion over the baseline for the 2021 to 2030 period. In this scenario, Malaysia’s GDP increases
by USD11.7 billion (1.9%) over the baseline in 2030. With both China and the UK acceding into the CPTPP
(Scenario 2), cumulative GDP gains are projected to rise to USD125.4 billion over the baseline for the same
period. In Scenario 2, Malaysia’s GDP increases by USD26.1 billion (4.2%) over the baseline in 2030.
The impact in the scenarios of Malaysia ratifying the CPTPP represents the cumulative opportunity cost of
non-participation in the CPTPP over the 10-year period, as the baseline scenario involves all existing
CPTPP countries except Malaysia to proceed with ratification of the CPTPP.
Model results of GDP impacts for different scenarios
Scenario

GDP in 2030

GDP gains over
baseline, 2030

Cumulative GDP
gains over baseline,
2021-2030
USD billion

Baseline (MY does not ratify: CPTPP-10)

616.3

-

-

Scenario 1
MY ratifies: CPTPP-11

628.0

11.7

56.5

Scenario 2
MY ratifies: China and the UK accede

642.4

26.1

125.4

Note: Baseline accounts for GDP projections under the assumption of business-as-usual conditions with existing FTAs including RCEP, as well as all
existing CPTPP countries except Malaysia proceed with ratification of the CPTPP
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Trade balance is projected to be USD53.5 billion in 2030,
and remain in surplus at 8.5% of GDP in 2030

Following Malaysia’s ratification of the CPTPP in Scenario 1, Malaysia’s exports are projected to be
USD354.7 billion in 2030 (2.7% increase from the baseline). With China and the UK acceding into the
CPTPP in Scenario 2, exports are projected to be USD359.2 billion in 2030 (4.0% increase from the
baseline).
Exports and Imports (2030)
Scenario

Exports, 2030

Imports, 2030
USD billion

Baseline (MY does not ratify: CPTPP-10)

345.4

290.4

Scenario 1
MY ratifies: CPTPP-11

354.7

301.2

Scenario 2
MY ratifies: China and the UK accede

359.2

309.0

Note: The export and import figures shown are from model analysis. The model is set up to provide economic effect in terms of change from
baseline, and is not an economic forecast

Following Malaysia’s ratification of the CPTPP in Scenario 1, trade balance is projected to be USD53.5
billion in 2030, and remains in surplus at 8.5% of GDP. With China and the UK acceding into the CPTPP in
Scenario 2, trade balance is projected to be USD50.2 billion in 2030, and remains in surplus at 7.8% of
GDP.
Under both Scenario 1 and Scenario 2, trade balance remains in strong surplus position. China and the UK
acceding into the CPTPP will result in greater GDP gains for Malaysia. These gains are driven by higher
household consumption, which include increased expenditure on imported goods.
Trade balance (2030)
Scenario

Trade balance
in 2030
USD billion
USD billion
55.0

Baseline (MY does not ratify: CPTPP-10)

Trade balance share
of GDP, 2030
% share
8.9%

Scenario 1
MY ratifies: CPTPP-11

53.5

8.5%

Scenario 2
MY ratifies: China and the UK accede

50.2

7.8%
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Investment is projected to increase with cumulative
gains of USD112.3 billion over the baseline for the period
of 2021 to 2030

Investment is projected to increase if Malaysia ratifies the CPTPP in Scenario 1, with cumulative gains of
USD112.3 billion over the baseline for the period of 2021 to 2030. This is equivalent to a cumulative gain of
6.1% over the baseline over the same period.
With China and UK acceding into the CPTPP in Scenario 2, cumulative change in investment increases to
USD252.7 billion over the baseline (13.6%).
Cumulative change in investment relative to baseline (2021-2030)
Scenario

Cumulative change in investment
over baseline, 2021-2030
USD billion

Cumulative percent change from
baseline, 2021-2030
%

Scenario 1
MY ratifies: CPTPP-11

112.3

6.1

Scenario 2
MY ratifies: China and the UK accede

252.7

13.6

Note: Investment refers to Foreign Direct Investment and Domestic Direct Investment
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Malaysia is a small and open economy that stands to
gain from elimination of tariffs and reduction of
non-tariff barriers under the CPTPP

Malaysia’s total trade is 1.3 times of GDP. The extent of the CPTPP impact on economic sectors depends
on sector structure, competitiveness and readiness level, such as the following:
• Existing trade barriers faced in the new CPTPP countries (Canada, Mexico and Peru)
• Sector structure which focuses on certain value chain (e.g. back-end activities for E&E)
• The industry’s competitiveness and readiness level in the area of supply sources and conformity to
international standards
Each sector also has different individual characteristics and hence will be impacted by the CPTPP in
different ways:
Tariff barriers
Chemicals as well as Processed Food and Beverage Sectors attract the highest existing tariff barriers, both
in terms of import duties imposed by Malaysia (domestic protection) as well as duties imposed by CPTPP
countries. As such, the removal of tariffs under the CPTPP will have a larger impact on these two sectors,
providing greater export opportunities for the most efficient companies.
Export orientation
E&E as well as Machinery and Equipment Sectors are highly export oriented, exporting more than 80% of
total output produced. Between these Sectors, Malaysia has a Revealed Comparative Advantage (RCA)1 in
E&E. The E&E Sector is likely to gain the most from increased market access due to elimination of tariffs
and reduction of non-tariff barriers under the CPTPP.
Import reliance
Sectors with high import reliance include E&E as well as Optical and Scientific Equipment. These Sectors
recorded foreign value added share of gross exports of more than 50%, indicating high utilisation of
imported inputs and raw materials in domestic production. The CPTPP provides additional sourcing options
for raw materials at competitive prices through tariff elimination on imported input products.
Sectoral value added
Oil and Gas as well as Services Sectors have the highest sectoral value added, contributing more than
50% of output value of the respective products produced. High sectoral value added, together with
relatively low import reliance indicates that both these Sectors are large domestically, utilising high levels of
domestic inputs including raw materials, natural resources (i.e. natural gas as well as crude oil for Oil and
Gas Sector) and labour (i.e. services sub-sectors such as retail). The CPTPP enables further deepening of
economic linkages in sectors with high value added which will benefit domestic industries.

Note:
1
RCA is an index used in international economics for calculating the relative advantage or disadvantage of a certain country in a certain class of
goods or services as evidenced by trade flows with a country(s). The RCA is calculated by dividing the share of a country’s exports in a sector with
that of a reference group of countries. If RCA>1, the country has a Revealed Comparative Advantage in exports of the good or sector
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Labour intensity
Sectors with low gross output per employed person tend to be sectors that are highly labour intensive. Such
sectors include Palm Oil, Textiles as well as Construction. These three Sectors recorded gross output per
employed person of below RM200,000.
The relatively low wages and salaries share of payments to factors of production for the Palm Oil Sector
(7.7%) despite its low gross output per employed person indicates that workers in the Sector have low
wages likely due to a high proportion of unskilled and semi-skilled positions. As such, the Palm Oil Sector is
expected to be the most impacted by the Labour Chapter provisions of the CPTPP, as it must ensure that
international labour standards are met and instances of forced labour are eliminated. Further, adoption of
workers’ right to freedom of association may increase risks of labour disputes.
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Key indicators of selected sectors
Most Favoured Nation
(MFN) Tariff

Export
Orientation

Import
duties
imposed by
Malaysia

Import
duties in
CPTPP
markets

Exported
output to
output ratio
(2019)

E&E

0-30%

0-35%

86.8%

52.1%

Palm Oil

0-5%

0-30%

7.2%

Textiles

0-20%

0-100%

Machinery and
Equipment

0-35%

Chemicals

Sector

Import
Reliance

Value
Added

Gross
output per
employed
person
(RM ‘000,
2019)

Wage &
salaries
(share of
factors of
production,
2019)

20.6%
(2017)

766
(2017)

23.6%
(2017)

14.9%

26.1%1
(2015)

146
(2015)

7.7%
(2015)

35.7%

34.6%

30.8%
(2017)

182
(2017)

26.2%
(2017)

0-50%

82.4%

47.5%

28.0%
(2017)

295
(2017)

32.6%
(2017)

0-50%

0-270%

39.6%

36.9%

24.0%
(2017)

1,149
(2017)

9.2%
(2017)

Oil and Gas

0-5%

0-20%

28.8%2

15.2%2

51.7%
(2015)

7,074
(2015)

2.0%
(2015)

Plastics

0-30%

0-27%

31.0%

40.7%

27.8%
(2017)

256
(2017)

29.9%
(2017)

Metal, and Iron
and Steel

0-30%

0-35%

26.8%

45.0%

23.1%
(2017)

449
(2017)

16.7%
(2017)

Optical and
Scientific
Equipment

0-25%

0-25%

Not available

52.4%

33.2%
(2017)

283
(2017)

20.9%
(2017)

0%

0-20%

Not available

Not available

31.1%
(2017)

279
(2017)

18.9%
(2017)

Automotive
Parts and
Components

0-30%

0-70%

21.2%

47.8%

18.6%
(2017)

620
(2017)

18.1%
(2017)

Processed Food
and Beverage

0-50%

0-313.5%

21.2%

32.1%

15.3%
(2017)

769
(2017)

15.5%
(2017)

Services

N/A

N/A

8.8%3

22.3%

54.6%

225

14.0%

Construction

N/A

N/A

7.6%

32.8%

35.4%

163

58.8%

Medical Devices

Foreign value Value added
added share of
share of
gross exports gross output
(2018)
(2019)

Labour Intensity

Note:
1
This figure refers to upstream and downstream activities
2
This figure refers to the average ratio of activities in the O&G Sector namely, mining and quarrying; and coke and refined petroleum products
3
This figure refers to the average ratio of Services sub-sectors such as transport; real estate and business services; and food, beverages and
accommodation
Source: OECD, WITS, DOSM, PwC analysis
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Most sectors would benefit from CPTPP ratification
and entry into force, while companies in certain sectors
can expect competition to intensify

Goods exporters across a range of economic sectors are expected to benefit from preferential access to
Canada, Mexico and Peru. However, the Palm Oil and O&G Sectors may gain less opportunities from
access to these markets, compared to other sectors, due to a focus in other foreign markets. Besides
market access, other benefits include wider sourcing channels as well as increased investment and
opportunities for capacity building and technical assistance.
Some companies in the O&G and Construction Sectors will face increased competition, however
safeguards secured in the CPTPP allow certain preferences to be accorded to local companies. Capacity
and capability development will be important to raise the competitiveness of affected companies.
Further details on the key findings for each sector can be found in Chapter 5. The implications on economic
sectors arising from probable benefits and costs are summarised as follows:
Key economic sectors which are expected to have greater benefits under the CPTPP
Sector

Benefit

Page

E&E

• Preferential access to Canada, Mexico and Peru
• Wider sourcing channels for raw materials
• Boost sector development through investments

Textiles

• Increased market access, including indirect access to the US market
• Increased attractiveness for upstream textiles
• Opportunities to meet yarn-forward rule due to Short Supply List

102-106

Machinery and
Equipment

• Preferential access to Canada, Mexico and Peru
• Reduction of unnecessary technical barriers

113-117

Chemicals

• Preferential access to Canada, Mexico and Peru
• Increased investment for, and development of, specialty chemicals

123 - 125

Plastics

• Wider sourcing channels for raw materials
• Preferential access to Canada, Mexico and Peru
• Increased industrial automation through cooperation with CPTPP
countries

141 - 147

Optical and Scientific
Equipment

• Preferential access to Canada, Mexico and Peru
• Increased investments for high value activities

161-162
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82-85

Key economic sectors which are expected to have greater benefits under the CPTPP (cont’d)
Sector

Benefit

Page

Medical Devices

•
•
•
•

Preferential access to Canada, Mexico and Peru
Greater market access for SMEs in ancillary industries
Increased attractiveness for investment
Increased innovation and production of higher value added products

167 - 173

Automotive Parts and
Components

• Preferential access to Canada, Mexico and Peru
• Integration with global value chains of Original Equipment
Manufacturers (OEMs)

179 - 183

Processed Food and
Beverage

•
•
•
•

Preferential access to Canada, Mexico and Peru
Increased exports to Japan
Increased transparency of, and cooperation on, trade regulations
Opportunities of international growth

189 - 193

Services

• Transparent and predictable operating conditions in CPTPP markets
• Exemptions are secured for certain services sectors

199- 201

Key economic sectors which are expected to gain benefits and possibly impacted by costs under the CPTPP
Sector

Benefit

Cost

Page

Palm Oil

• Minimal impact on exports as key export markets
are non-CPTPP countries
• Greater export opportunities to the UK upon its
accession into the CPTPP
• Adoption of 1998 ILO Declaration improves labour
conditions within the sector

• Potential cost to meet
international labour
standards

91 - 95

O&G

• Potential expansion of exports into Chile, Japan,
Mexico and Vietnam
• PETRONAS preserves its rights under Petroleum
Development Act 1974
• Development of new capabilities through
knowledge transfer

• Domestic oil and gas
services and
equipment (OGSE)
may face greater
competition

131 - 135

Metal, and Iron
and Steel

• Preferential access to Canada, Mexico and Peru
• Encourage expansion into high value added iron
and steel products

• Potential inflow of
imports from significant
steel producers

153 - 155

Construction

• G1 to G6 category contractors are not affected by
the partial liberalisation of Government
Procurement
• Enhanced enforcement of labour laws

• Potential cost to meet
international labour
standards
• Increased competition
for G7 category
contractors for high
value Government
contracts

205 - 206
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The CPTPP brings various benefits and costs to the key economic sectors in different ways. Overall, sectors
can benefit from the CPTPP, as follows:
Benefits
• Greater market access for exporters
○ Most sectors

• Potentially wider sourcing channels and possibility of lower cost of raw materials
○ Sectors: E&E, Plastics

• Increased investment attractiveness and local capability development
○ Sectors: E&E, Chemicals, Optical and Scientific Equipment, Medical Devices

• Benefits from harmonisation of, and cooperation on, rules, regulations and procedures
○ Sectors: Machinery and Equipment, Processed Food and Beverage

The downside risks from the CPTPP include the following:
Costs
• Increased competition for the domestic market
○ Sectors: O&G, Construction (only G7 category contractors)

• Costs (one-off) incurred by companies to meet international labour standards
○ Sectors: Construction, Palm Oil
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The CPTPP provides preferential access to countries
with which Malaysia does not have existing FTAs,
namely Canada, Mexico and Peru

Malaysia’s trade with Canada, Mexico and Peru (2019)

Note: Figures may not necessarily add up due to rounding
Source: WITS, PwC analysis

In 2019, Malaysia exported USD3.2 billion (1.3% of Malaysia’s total exports) worth of goods to Canada,
Mexico and Peru. Malaysia imported USD1.3 billion (0.6% of Malaysia’s total imports) worth of goods from
these countries.
The three countries accounted for 38.9% (197 million) of the CPTPP population size in 2019, and recorded
a combined GDP of USD3.2 trillion in 2019.
The largest export products to Canada, Mexico and Peru were E&E products (51.8% of total exports to the
three countries in 2019) as well as Machinery and Equipment (10.0% of total exports to the three countries
in 2019).
Malaysia has a Revealed Comparative Advantage (RCA) against Canada, Mexico and Peru in five
sectors
Malaysia has an RCA against each of the three countries (i.e. Canada, Mexico and Peru) in five sectors.
These sectors are:
•
•
•
•
•

E&E
Palm Oil
Chemicals
Optical and Scientific Equipment
Plastics

This indicates that Malaysia is a competitive producer and exporter in the above sectors and is able to
increase exports of the relevant products to Canada, Mexico and Peru.
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The CPTPP provides additional market access gains
in countries with which Malaysia has FTAs

Malaysia stands to gain from increased market access to Japan and Vietnam as existing tariffs are
further reduced and eventually eliminated
Currently, Japan and Vietnam impose import duties on Malaysia’s processed food and beverage products.
In addition, Japan also imposes import duties on Malaysia’s chemicals products.
Country

Import Duty

Import Duties based on CPTPP Tariff Elimination Schedule
2022

2034

Processed Food and Beverage
Japan

0-50%

0-34.3%

0%

Vietnam

0-5%

0-35.0%

0%

0-21.3%

0-11.6%

0%

Chemicals
Japan
Source: WITS

As tariffs are further reduced and eliminated, Malaysia’s products in these sectors will become more price
competitive. As such, Malaysia is able to increase exports of Chemicals to Japan, as well as Processed
Food and Beverage to Japan and Vietnam following the elimination of tariffs.
Local producers are able to access wider sourcing channels as Malaysia’s import duties are
reduced under the CPTPP
Imports from CPTPP countries are currently subjected to duties between 0 and 50% in Malaysia. Under the
CPTPP, Malaysia is required to reduce and eliminate import duties according to the tariff elimination
schedule.
This allows manufacturers to source cheaper raw materials from CPTPP countries, which may reduce cost
of production. As a result, manufacturers are able to produce products which are more price competitive and
of higher quality.
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The CPTPP harmonises rules and procedures for
more predictable and efficient trade activity

The CPTPP includes provisions to facilitate trade which will increase the ease of exporting and
reduce compliance costs
The CPTPP’s Customs Administration and Trade Facilitation Chapter includes provisions to facilitate trade,
such as:
• Encouraging cooperation on significant customs issues impacting goods traded
• Cooperation through information sharing and other relevant activities to enable compliance with
respective countries’ customs laws and regulations
• Adoption of expedited customs procedures for express shipments while maintaining appropriate customs
control and selection
• Commitment to make electronic systems accessible to customs users and work towards allowing
importers and exporters to electronically complete standardised import and export procedures at a single
entry point
Current annual costs incurred for border and documentary compliance by Malaysian exporters to CPTPP
countries is estimated at USD1.2 billion. The streamlining of trade procedures, automation of border
processes and increased information availability will improve the ease of exporting and could reduce costs
by up to USD121 million (10.4% of export costs) annually for Malaysian exporters.
Estimated reduction in annual cost to export from trade facilitation provisions
Estimated Cost Reduction
(%)¹

Estimated Cost Reduction
(USD)²

Streamlining of trade procedures

3.9

45 million

Automation of border processes

3.5

41 million

Information availability

3.0

35 million

TOTAL

10.4

121 million

Trade Facilitation Measure

Note:
¹ Estimated cost reduction (%) assumptions are based on OECD’s Trade Facilitation and the Global Economy (2018) report.
The report estimates the trade cost reduction from implementation of the WTO Trade Facilitation Agreement (TFA), with impact
estimated for each measure for Asia Pacific countries
² Estimated cost reduction (USD) is based on an estimate for total costs of exporting (encompassing border and documentary
compliance costs) for 2019 of USD4.0 billion which is based on the following:
●
Export costs per shipment by port of USD248 (World Bank’s Doing Business 2020, data as of May 2019)
●
Estimated total number of shipments from Malaysian ports in 2019 of 16.1 million, of which 29% are assumed to be
exported to CPTPP countries based on export value share in 2019
Source: OECD, World Bank’s Doing Business 2020, PwC analysis
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Malaysia’s cost of border and documentary compliance to export is estimated at USD248 per shipment.
Through the Customs Administration and Trade Facilitation Chapter, the increased transparency of customs
procedures could lead to reduction in this cost and uplift Malaysia’s overall export competitiveness and
performance.
Cost of border and documentary compliance among the CPTPP countries (per shipment)

Source: World Bank’s Doing Business 2020

Malaysia also benefits from other CPTPP countries’ lower costs for exports and imports. For example,
lowering of Japan’s export cost (USD326) through CPTPP customs cooperation reduces the costs faced by
Malaysian businesses in importing automotive parts and components from Japan, potentially benefiting
domestic consumers. In 2019, the Automotive Parts and Components Sector accounted for 6.6% of
Japan’s total exports to Malaysia.
In addition, potential reduction of cost to import in other CPTPP countries also presents opportunities for
Malaysia’s increase in exports. For example, a reduction in import costs in Australia (USD639) and Vietnam
(USD556) could boost Malaysia’s share of exports especially in oil and gas products (other than crude). In
2019, the Oil and Gas Sector accounted for 7.5% and 9.9% of Malaysia’s total exports to Australia and
Vietnam, respectively.
The CPTPP customs provisions that improve the ease of trade is an added advantage to export to
countries with low import costs. For example, Canada’s low import costs of USD335 provides opportunities
for Malaysian E&E companies to grow its exports’ share of integrated circuits (12.8% of Canada’s total
imports of integrated circuits in 2019). As such, increased harmonisation of customs procedures and a
reduction in cost will further benefit Malaysia’s exports and imports.

Cost-Benefit Analysis on the Potential Impacts of the CPTPP on the Malaysian Economy and Key Economic Sectors
33

Case example: CPTPP creates new export markets
for Vietnam and improves investment
attractiveness

Since the CPTPP, Vietnam has experienced strong export growth to new markets
Since implementing the CPTPP, Vietnam has witnessed strong growth of exports to the CPTPP countries. In
particular, Vietnam’s exports to Canada, Mexico and Peru grew by about 30% from USD4.2 billion to
USD7.1 billion, between 2015 and 2019.
All Vietnamese exports to Canada, Mexico and Peru will enjoy duty-free treatment by 2033.
Share of Vietnamese
exports that currently
attract zero duties
(2020)

Target year for all
exports
to enjoy duty-free
treatment

Canada

94%

2029

Mexico

77%

2033

Peru

81%

2033

Vietnam’s imports from CPTPP countries grew only marginally by 0.7% since the ratification and EIF of the
CPTPP. This was mainly driven by a reduction in imports from Singapore, Malaysia and Mexico.
The high export growth combined with low import growth from CPTPP countries led to Vietnam having a
trade surplus of USD1.6 billion with CPTPP countries in 2019.
CPTPP improves the attractiveness of Vietnam as an investment destination
In 2019, CPTPP countries represented 24.2% of the total FDI for Vietnam, which was USD39 billion. The
CPTPP is likely to increase the number of investors locating or expanding their operations in Vietnam, as
they could gain from the preferential treatment in the CPTPP.
Despite the COVID-19 pandemic, FDI from CPTPP countries has increased to USD12.9 billion in 2020,
accounting for 42% of total FDI for Vietnam. This increase was mainly driven by a USD5.1 billion increase in
FDI from Singapore.
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The suspension of provisions in the original TPPA
signals the forward-looking, inclusive and
balanced nature of the CPTPP

A total of 22 provisions were suspended from the original TPPA, most of which were the US’
priorities
The CPTPP suspended 22 provisions which were originally under the TPPA. These suspensions can only
be revoked upon the agreement of all the CPTPP countries. The most significant revisions were in the
Investment and Intellectual Property Chapters. The suspended provisions slightly lessen the scope and
reach of CPTPP as compared to the TPPA. Nonetheless, the present chapters still remain comprehensive
and substantial.
Safeguards are in place to protect CPTPP countries from unwarranted claims
The scope of ISDS in the CPTPP has been narrowed as compared to the TPPA with the suspension of six
provisions.
Implications and safeguards of suspended provisions under the Investment Chapter
Implications
• Foreign investors are not able to submit an ISDS claim over alleged violation of investment authorisation or
investment contracts with a CPTPP country. ISDS is limited to alleged violation of Investment Chapter obligations
only. This means that Malaysian law is applied for foreign investors’ disputes involving investment authorisation
and investment agreements with the Government
Safeguards
• The Investment Chapter preserves the Government‘s policy space and mitigates the risk of nuisance suits.
Malaysia’s sovereignty is preserved as the Government has the power to regulate in the areas of public health
and environment, provided measures adopted are not discriminatory against foreign investment
• Malaysia continues to have freedom to set security policies and measures

The CPTPP balances benefits between producers and users
A total of 12 of the 22 suspended provisions were Intellectual Property provisions. The suspended
provisions were mostly related to pharmaceutical and patent terms, as well as terms relating to copyrights.
These suspended provisions result in further balance between producers and users.
Implications and safeguards of suspended provisions under the IP Chapter
Implications

• Better protection and enforcement of IPR which contribute to technological innovation and dissemination of
technology
Safeguards

• The affirmation of the Declaration on Trade-Related Aspects of Intellectual Property Rights (TRIPS) Agreement
and Public Health underscores the CPTPP countries’ commitment in ensuring timely and affordable access to
medicines and healthcare. This also reaffirms the flexibilities available to Malaysia in enabling access to generic
medicines, upon ratification and EIF of the CPTPP
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Investor-State Dispute Settlement (ISDS) mechanism:
protecting investors while preserving policy space

The Investment Chapter
provides safeguards which
policy space and enable
regulate key areas of public
exposed to ISDS claims.

under the CPTPP
preserve Malaysia’s
the Government to
interest without being

Malaysia’s past involvement in ISDS
• ISDS is not new – Most of the International
Investment Agreements (IIAs) to which
Malaysia is a party contain ISDS provisions

The key areas of public interest include public
health, security policies, environment and areas of
economic interest.

• To date, three ISDS cases have been brought
against Malaysia – two were decided in favour
of the Malaysian Government while the other
was settled amicably

CPTPP increases Malaysia’s attractiveness as an
investment destination. The Agreement is likely to
encourage international capital inflows into the
country and concurrently, offer better levels of
protection for Malaysian companies investing in
CPTPP countries.

ISDS case example: Philippe Gruslin v Malaysia
(1999)
Claim
A loss of USD2.3 million in
securities on the Kuala
Lumpur Stock Exchange
from imposition of
Government exchange
controls

The likely increase in FDI would create jobs and
economic
opportunities,
hence
benefiting
Malaysian households.
In terms of downside risks, the Government may
have to prepare and allocate resources to respond
to possible ISDS claims.

Outcome
Decided in favour of the
Government

Source: International Centre for Settlement of Investment Disputes

Impact of Investment Chapter to Malaysia
Safeguards
and
preserves
Malaysia’s power to regulate key
areas of public interest without being
exposed to ISDS claims

• Foreign investors can only submit an ISDS claim against
Malaysia for breach in the Investment Chapter provisions

Increases Malaysia’s attractiveness
as an investment destination and
accords better levels of protection
for Malaysian companies investing
in CPTPP countries

• ISDS protects investors from risk of expropriation
• The applicable law under ISDS is uniform and
predictable, thus providing enhanced protection to
investors and countries
• Commitment to ISDS increases investor confidence in
the country’s regulatory framework

Cost to Government due to possible
ISDS claims

• Successful party can recover some of the costs incurred
in investor-state arbitration from the unsuccessful party
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Intellectual Property provisions under the CPTPP
alleviate concerns regarding drug prices

The CPTPP provisions on Intellectual
Property strike a balance between
right holders and consumers.
Notably, the Malaysian Government
does not have to extend the period of
protection for patents granted on
medicines. The CPTPP, like WTO
TRIPS, requires patents to be
protected for a period of 20 years.
This alleviates the concerns that drug
prices could be increased due to
CPTPP.
Additionally,
the
Malaysian
Government retains the right to issue
compulsory
licensing
and
can
continue with the current practice of
tendering or entering into direct
negotiations
to
procure
affordably-priced pharmaceuticals for
the public healthcare system.

Intellectual property (IP) provisions in CPTPP
• Aims to contribute to the promotion of technological
innovation as well as the transfer and dissemination of
technology for the mutual benefit of producers and users
• IP provisions:
○ Reaffirms commitment to the TRIPS Agreement
○ Increases transparency of laws, regulations and
procedures for IP application and enforcement
○ Covers 21st century issues e.g. cybersquatting of
domain names and trade secrets thefts
• A total of 12 provisions in the original TPPA were
suspended including:
Protections for
biologics

Patent term
adjustments

Copyright term
of protection
extension

Technological
protection
measures

Rights
management
information

Impact of Intellectual Property Chapter to Malaysia

Malaysia retains the right to use
compulsory licensing

Malaysia’s current practice in
healthcare procurement will not be
affected

• As guaranteed under the Declaration on TRIPS
Agreement and Public Health, the CPTPP reaffirms
Malaysia’s right to use compulsory licensing to enable
timely and affordable access to generic medicines.
Compulsory licensing is a mechanism that allows the
Government to permit someone else to produce a
patented product without the consent of the patent owner.

• Malaysia also preserves its position to negotiate best
prices for procurement of pharmaceutical products and
medicines in the public healthcare system. The CPTPP
does not affect Malaysia’s position in this regard.
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Local and Bumiputera companies’ participation in
Government Procurement is preserved, while enabling
access to foreign markets

Under the Government Procurement provisions, the
priority accorded to local and Bumiputera companies
will be preserved. The high procurement value
thresholds and transition periods would also allow
priority to local suppliers. These flexibilities are only
available to Malaysia, Brunei Darussalam and
Vietnam. As such, upon ratification and EIF of the
CPTPP, Malaysia will have fair and non-discriminatory
access to the Government Procurement market of
most CPTPP countries at a much lower threshold.

Government
CPTPP

The Government Procurement market in Vietnam
which has not been directly accessible to Malaysian
companies thus far, will now be open for participation.

• Chapter obligations include:
o National treatment and non-discrimination
o Eventual prohibition of offsets
o Impartial awarding of contracts based on
published evaluation criteria
o Use of electronic means for procurement

Notwithstanding the above, the Government will need
to enhance the public procurement system and
provide the necessary training for all procuring
entities.

Procurement

provisions

in

• The CPTPP is Malaysia’s first FTA that
contains market access commitments in
Government Procurement
• Aims to establish fair and transparent
procurement which is open to all local and
foreign suppliers

Impact of Government Procurement Chapter to Malaysia
Transitional measures allow gradual
adjustment to obligations as well as
preserve priority for Bumiputera and
local companies

• High procurement value thresholds allow priority to local
suppliers
• Offset allocation allows participation of local suppliers in
high procurement contracts

Benefits
to
Government
in
increasing value for money and
procurement system efficiencies

• Higher efficiencies and transparency in procurement
systems
• More choices and value for money for the Government
• Government Procurement still serves as a tool for
development of local suppliers

Benefits to businesses in wider
procurement market

Costs to Government to modify
procurement
systems
and
processes as well as costs to
businesses
through
increased
competition

• Instill competitiveness in local companies in the long term
• Increase procurement market access in CPTPP countries

• Review,
modify
and
streamline
ePerolehan,
MyProcurement
portal,
Malaysia
Government
Procurement Integrated Information System (MyGPIS)
and Electronic Government Procurement Application
(eGPA)
• Provide outreach and training for all procuring entities
• G7 category contractors may face increasing competition
with foreign contractors as high value projects are
liberalised
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Adverse impact on SOEs are expected to be minimal
as the Chapter aims to develop competitiveness in
local enterprises

The flexibilities provided under the SOE Chapter
include:
• Preferential treatment with maximum 40% of
SOE’s annual budget for purchases of goods
and services for commercial activities in
Malaysia, accorded to Bumiputera enterprises,
enterprises located in Sabah and Sarawak as
well as SMEs
• Majlis Amanah Rakyat (MARA), Unit Peneraju
Agenda Bumiputera (TERAJU) and Ekuiti
Nasional Bhd (EKUINAS) can purchase up to
100% of goods and services from Bumiputera
suppliers
• Additional preferences may be accorded by
PETRONAS and Felda Global Ventures (FGV)
• Non-Commercial Assistance (NCA) is allowed
for Bumiputera enterprises

SOE provisions in CPTPP
• Provisions to level the playing field
between SOEs and other enterprises:
○

Non-discriminatory treatment and
commercial considerations in commercial
activities

○

Prohibition of NCA that causes adverse
effects over other CPTPP enterprises,
e.g. direct and indirect subsidies

○

Transparency obligations that require
each country to disclose details of NCAs
given to SOEs, upon request by other
CPTPP countries

Transparency obligations under the Chapter would
promote better governance of SOEs.
Upon ratification and EIF of the CPTPP, the impact
on SOEs, local and Bumiputera enterprises is
expected to be minimal. The flexibilities accorded
to Malaysia, including longer time frames, allow
SOEs to undertake the necessary reforms that will
enable them to increase their competitiveness.
Impact of SOE and Designated Monopolies Chapter to Malaysia
Flexibilities
secured
suggest minimal adverse
impact to SOEs, local and
Bumiputera enterprises

• Non-discriminatory treatment and commercial considerations in
commercial activities between SOEs and other enterprises
• Prohibition of NCA that causes adverse effects over other CPTPP
enterprises

Chapter obligations provide
an appropriate foundation
for
increased
competitiveness

• Provisions drive SOEs and local enterprises to increase
competitiveness
• Transparency obligations promote better governance of SOEs
• Boost confidence and participation by businesses and investors
from CPTPP countries in the Malaysian market

Enhanced
transparency
with certain changes to
current practices which do
not comply with obligations

• Review practices of giving NCA and procurement preferences
within 5-year transition period
• Enhance legal framework of SOEs for better monitoring and
governance
• Reforms focusing on improved competitiveness
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The CPTPP aims to facilitate Electronic Commerce
by addressing barriers to electronic trade

The electronic commerce (e-commerce) provisions
provide for reduction in trade barriers whereby
Malaysia will benefit from easier access to sell and
purchase goods and services online with other
CPTPP countries.

E-commerce provisions in CPTPP
• Aims to facilitate economic growth and
trade opportunities through e-commerce
• Seeks to foster cooperation among the
CPTPP countries on:
○ Measures to reduce tariff and
non-tariff barriers to e-commerce
○ Protection of e-commerce users,
including cyber security matters

The reduction in trade barriers includes the
following:
• Prohibition of customs duties on electronic
transmissions
• Non-discriminatory treatment of digital products
• Cross-border transfer of information by
electronic means

• CPTPP countries are allowed to
demand access to software source
code for critical infrastructure

In addition, the Electronic Commerce Chapter
requires Malaysia to protect consumer information
as well as verify electronic transactions and
cybersecurity measures, consistent with PDPA
2010.
Impact of Electronic Commerce Chapter to Malaysia

Easier access to sell and purchase
goods and services online with other
CPTPP countries

• The Chapter provides a platform to capture opportunities
in the e-commerce market
• Provisions to reduce trade barriers are in place

Protection of consumer information,
verification of electronic transactions
and cybersecurity measures

•
•
•
•

The Government can have access to
source codes of software used in
critical infrastructure

• Exceptions to source code restrictions:
○ Software for critical infrastructure
○ Inclusion in commercially negotiated contracts
○ Modifications of source code to comply with laws
○ Requirements for granted patents and patent
applications

Protection of consumer information
Authentication of electronic transactions
Requirements for location of computing facilities
Malaysia maintains existing cybersecurity measures
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Development and growth opportunities for SMEs

The direct and indirect trade opportunities
together with the reduced tariff and cost of
trade present growth and development
opportunities for most SMEs.

SMEs-related provisions in CPTPP
• SMEs will benefit from the provisions on
tariff elimination and trade barrier
reductions in the CPTPP

While a small number of SMEs may face
greater competitive environment due to
CPTPP, this can be mitigated through targeted
capacity building and technical assistance
programmes.
Malaysia has also negotiated concessions in
the CPTPP to protect the interests of
Bumiputera companies and SMEs.

• Information
sharing
and
the
establishment of a Committee on SMEs
can support and develop SMEs
• Relevant provisions and flexibilities which
address SMEs’ needs and challenges
Contribution
economy

of

SMEs

Current As-Is (2020)

These concessions enable Malaysia to pursue
Bumiputera and SMEs developmental policies,
consistent with the obligations under the
CPTPP.

to

the

Malaysian

Target (2030)

Share of GDP

38%

50%

Share of employment

48%

80%

Share of total export

14%

30%

Source: SME Corp, National Entrepreneurship Policy 2030

Impact of SME Chapter to Malaysia

CPTPP presents growth and
development opportunities for SMEs

Concessions induce improvements
in competitiveness

Negative impacts to SMEs appear to
be limited

• Direct and indirect trade opportunities for businesses and
SMEs
• Reduced tariff and cost of trade
• Capacity building and technical assistance for SMEs
• Oil and Gas: PETRONAS can accord preferences to
Bumiputera and SMEs
• Construction: Only certain Government contracts, at
high thresholds, are open for participation from foreign
companies
• Automotive: Foreign equity cap of 49% on automotive
investments
• Retail: No less than 30% Bumiputera equity in
hypermarkets, convenience stores
• Domestic centric SMEs may face more competitive
environment, which can be mitigated through targeted
programmes
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The Bumiputera business community will continue to
receive Government assistance

The Malaysian Government has secured substantial carve-outs which preserve Bumiputera rights and
interests under the CPTPP. These include carve-outs and flexibilities in areas such as Investment,
Government Procurement and SOEs.
Chapter

Carve-outs and Flexibilities
•

In all sectors, Malaysia reserves the right to adopt or maintain any measure
that provides assistance to Bumiputera for the purpose of supporting
Bumiputera participation in the Malaysian market

•

Sectoral carve-outs which favour Bumiputera such as:
○ At least 30% Bumiputera equity in hypermarkets, superstores and
convenience stores
○ Appointment of Bumiputera directors in distributive trade companies
○ Foreign participation restrictions:
⁃ Foreigners are not allowed to operate supermarkets, mini markets,
permanent wet markets, permanent pavement markets, fuel stations,
news agent, medical hall, Malaysian cuisine restaurants, bistro,
jewellery stores and textile stores
⁃ Foreign equity cap of 49% for freight transportation services
(containerised freight) and automotive (with a few exceptions)

•

Malaysia reserves the right to adopt or maintain any measure that confers
benefits to Bumiputera in Government Procurement that is not covered by
Chapter 15 (Government Procurement). For example, the Chapter does not
cover procurement by sub-central Government entities. As such,
Bumiputera interest in procurement by all State Governments and Local
Authorities continue to be safeguarded

•

Malaysia is able to set aside up to 30% of the total annual value of
construction contracts above the threshold value, for Bumiputera

•

Bumiputera manufacturers and Bumiputera suppliers of goods and
services will still be able to enjoy margin of price preference (MOP)

•

Malaysia reserves the right to adopt or maintain any measure in relation to
the procurement of selected items under Central Contract

•

Malaysia maintains preferences of up to 40% of SOE’s annual budget for
purchases from Bumiputera, SMEs as well as Sabah and Sarawak enterprises

•

MARA, TERAJU and EKUINAS can purchase up to 100% of goods and
services from Bumiputera suppliers

INVESTMENT

GOVERNMENT
PROCUREMENT

SOEs
SOEs
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The CPTPP is expected to benefit Malaysia via
compliance with international labour standards

Compliance with International Labour Organisation instruments strengthens the protection and
rights of workers in Malaysia
The CPTPP Labour provisions aim to improve the welfare and enforce the rights of workers. CPTPP
countries are required to adhere to the International Labour Organisation (ILO) Declaration on the
Fundamental Principles and Rights at Work and its Follow-Up 1998 (1998 ILO Declaration). The 1998 ILO
Declaration contains four principles:
•
•
•
•

Freedom of association and the effective recognition of the rights to collective bargaining
The elimination of all forms of forced or compulsory labour
The effective abolition of child labour
The elimination of discrimination in respect of employment and occupation

In addition, the CPTPP also requires the adoption of regulations on minimum wage, work hours and
occupational safety and health. The CPTPP Labour Chapter steers Malaysia’s labour reform efforts
towards a positive direction for workers across sectors. The freedom of association obligation under
CPTPP is beneficial to the country’s labour force as it strengthens the protection and rights of workers via
the following:
• All workers have the right to establish and join unions, even unions not related to their work
• All workers may hold multiple memberships in various unions
• Foreign workers are eligible to become union office-bearers
The labour provisions under CPTPP support long-standing labour reform efforts highlighted by trade
unions. This reflects a positive push towards the welfare and rights of workers in Malaysia. In addition,
improved labour standards would also enhance Malaysia’s standing globally.
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Impacts of CPTPP on the Malaysian Government,
businesses and households

Overall, benefits of the CPTPP are expected to outweigh its costs
An assessment of key chapters covering the areas of ISDS, Intellectual Property, Government
Procurement, State-owned Enterprises, Electronic Commerce, SMEs, Labour and Environment shows net
economic benefits to Malaysia. However, there will be adjustment costs due to compliance with obligations
under the CPTPP.
The costs mainly include system and governance adjustments and resource provision for the Government.
A small segment of domestic businesses may face increased competition from foreign companies and incur
compliance cost as they align with provisions in the CPTPP.
The following table outlines favourable implications on the Malaysian Government, businesses and
households:
Stakeholder

Impact

Government

•
•

Continues to exercise its rights to regulate in areas of public interest
Continues to maintain its right to adopt any measure for the purpose of Bumiputera
assistance

•

Likely to attract more FDI as investors are assured of regulatory consistency and
transparency

•

Able to access software source code for Critical National Infrastructure

•

Data localisation is allowed in pursuit of a legitimate public policy objective

•

Continues to regulate in public interest, including public health

•

The public sector healthcare procurement model is protected including in negotiating the
best prices for medicines

•

Alleviate concerns regarding high drug prices as patent protection period is not extended
and the right to use compulsory licensing is reaffirmed

•

Continues to leverage SOEs to impact development policies in Malaysia

•

NCA is allowed to PETRONAS for Government-mandated projects with socio-economic
development objectives

•

Enhance Malaysia’s reputation on labour standards internationally

•

Benefits from technical assistance from other CPTPP countries to facilitate the growth and
development of SMEs

•

Maintains policies which benefit the development of SMEs in various sectors such as Oil
and Gas as well as Government Procurement
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Stakeholder

Impact

Businesses

•

Greater market access due to elimination of tariffs and reduction of non-tariff barriers which
encourage exports and widen sourcing channels

•

Possible increase in investment abroad by Malaysian investors in CPTPP countries

•

More business opportunities with reduced non-tariff barriers

•

Sectors such as Oil and Gas, Automotive Parts and Components, as well as distribution
services enjoy preferential treatment and protection against trade liberalisation

•

More facilitative conditions to conduct e-commerce activities with CPTPP countries

•

Enhanced protection against misuse of patents

•

Bumiputera construction companies continue to enjoy significant degree of preferential
treatment in Government Procurement

•

SMEs are accorded preferential treatment in SOE procurement

•

Increased participation in Government Procurement of other CPTPP countries

•

Capacity building programmes provided by CPTPP countries

•

More employment and economic opportunities through increased FDI

•

Greater consumer protection as Malaysia has to maintain measures to safeguard personal
information

•

Protection of workers’ welfare through adequate labour standards

•

Value-for-money Government Procurement may enable access to better quality goods and
services

•

Boost wages over the longer term, as positive effects of the Agreement have worked
through the economy (increase in wages of 4.0% for unskilled labour and 3.7% for skilled
labour by 2030 relative to baseline, if Malaysia ratifies the CPTPP in Scenario 1)

Households
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Conclusion: CPTPP presents net economic benefits to
Malaysia, but there will be adjustment costs to
Government and businesses

The CPTPP provides new and additional market access opportunities; it also enhances Malaysia’s
competitiveness and attractiveness as an investment destination
Malaysia’s GDP is projected to increase by up to 1.9% in 2030 if Malaysia ratifies the CPTPP. Tariff
elimination and reduction of non-tariff barriers are expected to increase competitiveness of Malaysia’s
exports to Canada, Mexico and Peru. Additional market access gains are also expected in other CPTPP
countries with which Malaysia already has FTAs. Besides reduced trade barriers, the CPTPP also provides
opportunities for investment through a more competitive and attractive investment ecosystem.
Malaysia’s GDP is projected to further increase by up to 4.2% in 2030, if the possible accession of China
and the UK into the CPTPP, is taken into account.
Non-participation in the CPTPP is expected to result in opportunity cost for Malaysia, as extensive
flexibilities and safeguards secured may be foregone
Overall net implications of Malaysia not ratifying the CPTPP is likely to be negative for the Malaysian
economy, due to a decline in GDP and FDI into Malaysia. Non-participation in the CPTPP would limit the
market access opportunities for Malaysian companies in the CPTPP countries, particularly due to NTMs.
In the event of non-ratification, the extensive flexibility and safeguards that had been negotiated by Malaysia
may be foregone. Malaysia may not have another opportunity to secure such carve-outs that protect the
country’s domestic interests, in the future. Therefore, should Malaysia forgo the opportunity to ratify the
CPTPP now and reconsider acceding into it in the future, the cost could potentially be higher.
Nonetheless, there will be adjustment costs due to compliance with obligations in the CPTPP as
well as increased competition from foreign companies entering the domestic market
The Government may incur minimal cost in enhancing its internal systems and allocating resources to
ensure Malaysia’s obligations in the CPTPP are fulfilled. Some companies may face increased competition
due to foreign companies entering the domestic market.
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Measures need to be taken to ensure CPTPP
opportunities are harnessed, and challenges are
addressed

The measures to be undertaken should address the key challenges likely to be faced by the businesses.
These are:
• Understanding the relevant requirements of CPTPP
• Taking advantage of opportunities offered by CPTPP
• Identifying steps to comply with trade requirements such as Rules of Origin, and mitigating compliance
costs
• Possibly facing greater competition from imports and foreign entrants into the market
The key challenge to the Government will be in the form of adjusting regulations and practices to comply
with CPTPP obligations.
In order to address these challenges, the Government should look into strategies and initiatives which
enhance trade facilitation and sector capabilities as follows:
Strategy

Objective

Initiative

Strengthening
Government policy
implementation and
regulation

• Ensure the required policies and
regulations are implemented to
address sectoral challenges,
build competitiveness and
facilitate trade among sector
players
• Ensure necessary policies and
regulations are adopted to
monitor compliance with CPTPP
obligations

• Stakeholder consultation to identify necessary
programmes to assist businesses and improve
regulations
• Enhance support programmes to facilitate businesses
• Enhance trade facilitation measures
• Reassess the role of SOEs in nation-building agenda
• Engage and collaborate with other CPTPP countries to
ensure effective policy implementation

Development of
sectoral capabilities

• Ensure continuous assessment
is undertaken to:
○ Improve competitiveness of
businesses to enter CPTPP
markets
○ Reduce reliance on
non-competitive measures
○ Develop robust sectoral
ecosystems

• Capability building programmes to develop robust
sectoral ecosystems and increase competitiveness
• Periodic review and assessment of capability building
programmes

Enhancing export
promotion

• Educate businesses on the
utilisation and compliance with
CPTPP trade requirements
• Facilitate trade with foreign
players in the CPTPP market,
particularly in Canada, Mexico
and Peru

• Capacity building programmes to encourage export
readiness
• Sectoral consultation and knowledge sharing sessions
on CPTPP benefits and requirements
• Enhance the one-stop resource portal on trade
information
• Introduce flagship programme to promote exports to
CPTPP countries
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3

Background on
CPTPP

The CPTPP is a gold-standard FTA which goes beyond
providing market access to goods, services and
investments

Background
The Trans-Pacific Partnership Agreement (TPPA) is a trade agreement between 12 Pacific Rim nations
(Australia, Brunei Darussalam, Canada, Chile, Japan, Malaysia, Mexico, New Zealand, Peru, Singapore,
the United States (US) and Vietnam) signed on 4 February 2016. Following the withdrawal of the US, the
remaining 11 countries reached an agreement on the way forward to implement the TPPA, which was
renamed as CPTPP.
Several rounds of negotiations were conducted, resulting in the suspension of 22 provisions from the
original TPPA. The CPTPP was subsequently signed on 8 March 2018 by all 11 countries. To date, the
CPTPP has been ratified by 8 countries, namely:
•
•
•
•
•
•
•
•

Australia
Canada
Japan
Mexico
New Zealand
Singapore
Vietnam
Peru

On 1 February 2021, the United Kingdom (UK) applied to join the CPTPP. Discussions on UK's accession
have started since September 2021. Subsequently, China, Chinese Taipei and Ecuador have also officially
applied to join the CPTPP.
Coverage of the CPTPP
The CPTPP comprises 30 legal chapters that cover trade and trade-related issues.
Compared with traditional Free Trade Agreements (FTAs), the CPTPP is a gold-standard FTA which goes
beyond providing market access to goods, services and investments. The Agreement also harmonises
rules and disciplines for new and emerging trade issues, such as:
•
•
•
•
•
•
•
•

Investor-State Dispute Settlement (ISDS)
Intellectual Property Rights (IPR)
Government Procurement (GP)
State-owned Enterprises (SOEs)
Electronic Commerce
Small and Medium-sized Enterprises (SMEs)
Labour
Environment
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The CPTPP provides preferential access to three
countries, namely Canada, Mexico and Peru with which
Malaysia does not have existing FTAs

CPTPP and other regional FTAs
In addition to the CPTPP, Malaysia has also ratified the following major regional FTAs, namely:
• The Association of Southeast Asian Nations Free Trade Area (AFTA)
• The Regional Comprehensive Economic Partnership (RCEP) Agreement
Malaysia as a member of ASEAN is also a party to ASEAN’s FTAs. ASEAN currently has implemented five
FTAs with six Dialogue Partners, namely China, Japan, Republic of Korea (Korea), India, as well as
Australia and New Zealand.
Member countries in Malaysia’s regional FTAs
CPTPP

RCEP

Chile

Canada

Peru

Mexico

New Zealand

Vietnam

Australia

Japan

Malaysia Singapore Brunei
Darussalam

Indonesia Philippines Thailand

Cambodia Myanmar

Korea

Laos

ASEAN /
AFTA

China

Source: MITI, Nikkei Asia, World Bank, PwC analysis

The CPTPP differs from AFTA, ASEAN FTAs and RCEP by providing preferential market access to three
countries with which Malaysia does not have an FTA (regional or bilateral), namely Canada, Mexico and
Peru. These three countries account for 38.9% of the CPTPP population size, and recorded a total GDP of
USD3.2 trillion in 2019.
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The CPTPP has fewer countries than RCEP, but it is
more comprehensive in terms of scope and speed of
implementation

CPTPP in comparison with AFTA and RCEP
Among the three FTAs, the CPTPP ranks second after RCEP, in terms of GDP contribution of participating
countries and total trade volume. The key statistics for the three agreements are as follows:

Number of countries involved

AFTA

RCEP

CPTPP

10

15

11

Population (% of world
population)

660.6 million (8.6%)

2.3 billion (29.6%)

507.8 million (6.6%)

GDP (% of world GDP)

USD3.2 trillion (3.6%)

USD25.9 trillion (29.5%)

USD11.3 trillion (12.9%)

Total trade (% of world trade)

USD2.8 trillion (7.1%)

USD10.4 trillion (26.7%)

USD5.8 trillion (14.8%)

Exports (% of world exports)

USD1.4 trillion (6.9%)

USD5.5 trillion (26.6%)

USD2.9 trillion (14.3%)

Imports (% of world imports)

USD1.4 trillion (7.4%)

USD4.9 trillion (26.7%)

USD2.8 trillion (15.3%)

Note: The data in this table refers to 2019 figures. GDP refers to nominal GDP
Source: World Bank

Although the CPTPP has fewer countries and a lower combined GDP contribution than RCEP, the CPTPP is
widely regarded as a more comprehensive Agreement. Compared with RCEP, the CPTPP has wider scope,
more depth, faster timeline for implementation of tariff elimination and higher standards in areas such as
labour and environment.
The CPTPP contains 30 different chapters covering a wide range of trade issues such as labour,
environment and SOEs. The Agreement aims to set high-level standards across key economic sectors. In
contrast, the 20 chapters contained in RCEP focus predominantly on trade liberalisation and setting
standards which are considered as the “lowest common denominator”.
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Key areas in CPTPP not covered in RCEP
Key Areas

CPTPP Chapter

RCEP

10, 11, 13

Limited coverage

Investment

9

Limited coverage

E-commerce

14

Limited coverage

Labour

19

Not covered

Environment

20

Not covered

SOEs

17

Not covered

Transparency and anti-corruption

26

Not covered

Trade in Services

Source: ISIS Malaysia

CPTPP and existing FTAs which have entered into force
Besides providing preferential market access to the three countries with which Malaysia does not have an
FTA, the CPTPP goes beyond existing FTAs by:
• Providing better market access for exporters in the form of deeper tariff reduction and elimination
compared with existing FTAs (e.g. Japan’s commitment to eliminate tariffs imposed on majority of
agricultural produce, including those that were protected under the ASEAN-Japan Comprehensive
Economic Partnership (AJCEP))
• Liberalising trade in services such as professional and business services
• Covering a variety of existing and emerging trade issues (both cross-border and behind-the-border) such
as investor protection, SMEs, labour, SOEs as well as cooperation and capacity building to ensure
benefits are maximised for all CPTPP countries
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CPTPP countries accounted for 15% of world trade and
13% of world GDP in 2019

Sizing the CPTPP market
As of 2019, the 11 CPTPP countries have a combined population of 508 million (6.6% of world population),
generated a GDP of USD11.3 trillion (13% of world GDP) and accounted for 15% of total world trade.
CPTPP countries

Source: MITI, World Bank, PwC analysis

The CPTPP countries include countries which are key trading partners for Malaysia such as Singapore and
Japan. In 2019, the CPTPP countries accounted for 29% of Malaysia’s total exports and 24.4% of total
imports.
Malaysia’s export value by destinations and import value by import sources (2019)

Note: Other CPTPP countries refer to Brunei Darussalam, Canada, Chile, New Zealand, Mexico and Peru
Source: WITS

Among Malaysia’s export destinations, Singapore and Japan were ranked second and fifth respectively in
2019. These two countries accounted for 20.5% of Malaysia’s total exports. Among Malaysia’s import
sources, Singapore and Japan were ranked second and fourth respectively in 2019. These two countries
supplied 18% of Malaysia’s total imports.
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4

Potential Impact
on Malaysia
Based on
Modelling
Analysis

Computable General Equilibrium (CGE) modelling is
used to simulate the impact of CPTPP on the Malaysian
economy

Introduction
The Study analyses the impact arising from Malaysia’s participation in the CPTPP using a Computable
General Equilibrium (CGE) model. It is a common tool used by international organisations, such as the IMF
and World Bank, to derive the impacts of policies or shocks on the economy.
The CGE model numerically simulates key macro and microeconomic interactions within an economy. It is
based on the circular flow of income which demonstrates the way economic agents, such as government,
businesses and households, receive and spend income. The diagram below captures this representation.
In this Study, the CGE model simulates the Malaysian economy for a period of 10 years (2021-2030). This is
conditional on other global and domestic economic developments, as well as inter-sectoral and
inter-institutional behavioural trends over the simulation period.
The economic impact of the policy change being modelled is estimated by comparing the economy before
(i.e. baseline simulation) and after the change (i.e. Malaysia’s participation in the CPTPP). Key metrics of
economic impact include:
• GDP
• Welfare
• Exports and Imports
CGE representation of the circular flow of income
Investment adds to
capital stock

Factors of
production

Business’ expenditure on
capital and labour

Investment
Household
income

Taxes and
subsidies

Businesses

Household savings

Taxes and
subsidies

Government

Households

Government consumption
and provision of goods
Businesses’
intermediate good
expenditure

Goods and Services
Malaysia
Goods and
Services

Foreign expenditure in Malaysia

Foreign
Goods and
Services
Foreign income from sales in Malaysia

Foreign Sector

Income
Expenditure

Source: CGE model documentation, Her Majesty's Revenue and Customs (HMRC), UK Government
Note: Besides Malaysia, Brunei Darussalam and Chile have not ratified the CPTPP. For the purpose of model analysis, the Study assumes that
Brunei Darussalam and Chile will ratify the agreement. If either country does not ratify the CPTPP, the impact to the model results is expected to be
minimal (GDP and trade of Brunei Darussalam only accounted for 0.1% of total GDP and 0.2% of total trade of CPTPP countries respectively, while
GDP and trade of Chile accounted for 2.5% of total GDP and 2.5% of total trade of CPTPP countries respectively in 2019). The term ‘welfare’ used in
the CGE model refers to economic welfare
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The Study uses a multi-region general equilibrium model
The Study uses a multi-region general equilibrium model developed by Ianchovichina and McDougall1,
which is an extension of the Global Trade Analysis Project (GTAP) model that incorporates dynamic
behaviour.
The model is based on the standard GTAP model, which includes constant returns to scale technology,
labour market equilibrium, bilateral trade flows and inter-sectoral factor mobility. The model in this Study was
built on the latest GTAP 10 database released in July 2019, which features 2004, 2007, 2011 and 2014
reference years. The GTAP 10 database covers 121 countries and 65 sectors. GEMPACK 12 (General
Equilibrium Modelling PACKage 12), an economic modelling software, was used to calculate solutions of the
economic model.
Limitations of the CGE model
By definition, a model is a simplification of the real world. As such, the CGE model has several limitations:
Limitation area

Details

Projected economic
effects

All numbers indicated in the tables in this chapter are based on projections of the CGE
modelling. The CGE model contains assumptions or characteristics that may not entirely
represent real-world features.

Data availability

CGE models are constrained by data availability. The GTAP database provides the basis for
econometrically estimating only the most important relationships such as trade elasticities. As
such, the estimation for other modelling parameters is based on literature review, theory and
to a certain extent, intuition.
For example, parameter include NTMs which are difficult to quantify and typically estimated in
ad valorem equivalent (AVE) terms. This Study follows Kawasaki2 for data on the AVEs of
NTMs.

CGE modelling
analysis

The model assumes constant returns to scale and a competitive market for all sectors.
Additionally, conclusions about trade policy are very sensitive to the levels assumed for trade
restrictions.
The model also does not take into account the possible relocation of companies across
countries, as the Armington assumption models imperfect substitution between varieties of
different origin rather than location decisions.
CGE simulations project the world with the implementation of certain policy changes. The
CGE modelling is not an economic forecast. Like any model, there will be changes in
circumstances in the real world which cannot be predicted by the model.
As the model uses existing available data to estimate relationships, such relationships may
have changed in the future. Hence, CGE models are better suited to indicate the potential
size and direction of impacts rather than to provide accurate estimates.

1

Ianchovichina and R. McDougall, Theoretical Structure of Dynamic GTAP. GTAP Technical Paper No. 17, 2000
Kawasaki, The Relative Significance of EPAs in Asia-Pacific*. RIETI Discussion Paper Series 14-E-009, January 2014
Source: CGE model documentation, HMRC, UK Government; PwC (2015) – Study on Potential Economic Impact of TPPA on the Malaysian
Economy and Selected Key Economic Sectors
2
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Economic sectors in the model
The sectoral dimension of the model is an aggregation of 65 sectors available in the GTAP database. For
tractability of the model, these sectors were aggregated into 28 sectors for analysis. The full list of
aggregate sectors and each GTAP sector under the aggregate sectors is included in the Appendix.
The following table shows the key economic sectors analysed in the Study and its relevant aggregate
sectors, as used in the CGE model:
Key economic sectors

Aggregate GTAP 10 sectors

1

Electrical and Electronics (E&E)

Electronic and electrical equipment

2

Palm Oil

Vegetable oils and fats

3

Oil and Gas (O&G)

Oil and gas

4

Medical Devices

Electronic and electrical equipment
Other manufactures

5

Optical and Scientific Equipment

Electronic and electrical equipment

6

Processed Food and Beverage

Food and beverage
Meat and livestock
Paddy
Grains and crops
Agriculture extraction
Vegetable oils and fats

7

Textiles

Textiles and wearing apparel

8

Plastics

Other manufactures

9

Metal, and Iron and Steel

Metal and metal products

10

Automotive Parts and Components

Motor vehicles and transport equipment

11

Chemicals

Chemical products

12

Machinery and Equipment

Machinery and equipment

13

Services

Utilities
Trade
Communication
Air and water transport
Other transport
Accommodation, food services and recreational services
Financial services and business services
Other services
Public administration, Defence, Education and Health

14

Construction

Construction

Note: Some of the aggregate sectors may include other industries not covered under the key economic sector; for example, the “motor vehicles and
transport equipment” sector includes manufacturing of vehicles, which is not covered under the key economic sector “Automotive Parts and
Components”
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The CGE model simulated scenarios of Malaysia’s
ratification and non-ratification of the CPTPP

The baseline scenario assumes the ratification and entry into force of Malaysia’s existing FTAs
The baseline scenario represents existing initial conditions (i.e. CPTPP for all existing CPTPP countries
except Malaysia and RCEP) and its impact on the Malaysian economy over the period of 2021 to 2030. In
this baseline scenario, Malaysia does not ratify the CPTPP. The model also assumes the continuation of
business-as-usual conditions with other existing FTAs such as AFTA (ratified and entered into force).
Data from the GTAP 10 database (reference year 2014) was used to build the baseline and was updated to
2020. The baseline scenario will also account for projections of population, real GDP, labour and capital
accumulation.
The CGE model analyses the impacts of several scenarios against the baseline
The model analysis assumes gradual tariff reductions over a 10-year period towards full tariff elimination.
The Study analyses the following scenarios:
Scenario

Description

Baseline

Implementation of RCEP and all existing CPTPP countries except Malaysia proceed with
ratification of the CPTPP (CPTPP-10)

Scenario 1

Malaysia ratifies the CPTPP with all other existing CPTPP countries (CPTPP-11)

Scenario 2

Scenario 1 with the additional inclusion of China and the UK in the CPTPP

All scenarios assume full tariff elimination and 50% NTM reduction.
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Limitations of the model in capturing capital
accumulation impact and better capital productivity
over time mean that the results are generally
conservative
One of the limitations of the analysis in this Study is that the impact of capital accumulation over time is not
captured by the assessment. New capital formation in the economy will result in higher future productive
capacity and efficiency in exports. This is supported by historical trends, which show a positive correlation
between exports and investments, represented by gross fixed capital formation (GFCF).
GFCF and exports (1970-2020)

Source: DOSM

In the short term, during periods of strong growth in investment, trade balance decreases. But over time, the
increase in capital formation leads to increased exports and trade balance.
GFCF and trade balance (1970-2020)

Source: DOSM

The model also assumes technical efficiency growth follows the baseline path. Spillover effects of NTM
removals to non-participating countries are also not modelled. Because the model assumes new capital is
as efficient as existing capital, it is likely that the results are conservative from a productivity and trade
balance perspective.
Given past and ongoing technological advances, new investment is likely to result in greater productivity
and value added. Therefore, any new investment in Malaysia’s export sectors should lead to greater
increases in exports and value added, compared to existing outputs.
In addition, the model captures investment impact through one of the aggregated sectors, Capital Goods.
This sector represents purchases of goods and equipment for capital spending (as opposed to domestic
consumption or export). It is an intermediary sector, which is reallocated to other sectors based on demand
for capital spending. This limitation also produces more conservative results.
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Key finding 1: GDP is projected to increase by a
cumulative USD56.5 billion over the baseline for the
period of 2021 to 2030 if Malaysia ratifies the CPTPP

Malaysia’s ratification of the CPTPP (Scenario 1) is projected to achieve a cumulative gain in GDP of
USD56.5 billion over the baseline for the 2021 to 2030 period. In this scenario, Malaysia’s GDP increases
by USD11.7 billion (1.9%) over the baseline in 2030. With both China and the UK acceding into the CPTPP
(Scenario 2), cumulative GDP gains are projected to rise to USD125.4 billion over the baseline for the same
period. In Scenario 2, Malaysia’s GDP increases by USD26.1 billion (4.2%) over the baseline in 2030.
The impact in the scenarios of Malaysia ratifying the CPTPP represents the cumulative opportunity cost of
non-participation in the CPTPP over the 10-year period, as the baseline scenario involves all existing
CPTPP countries except Malaysia to proceed with ratification of the CPTPP.
Model results of GDP impact for different scenarios
Scenario

GDP in 2030

GDP gains over
baseline, 2030

Cumulative GDP
gains over baseline,
2021-2030
USD billion

Baseline (MY does not ratify: CPTPP-10)

616.3

-

-

Scenario 1
MY ratifies: CPTPP-11

628.0

11.7

56.5

Scenario 2
MY ratifies: China and the UK accede

642.4

26.1

125.4

Note: Baseline accounts for GDP projections under the assumption of business-as-usual conditions with existing FTAs including RCEP, as well as all
existing CPTPP countries except Malaysia proceed with ratification of the CPTPP
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Key finding 2: Trade balance remains in surplus at
USD53.5 billion (8.5% of GDP) in 2030

Following Malaysia’s ratification of the CPTPP in Scenario 1, Malaysia’s exports are projected to be
USD354.7 billion in 2030 (2.7% increase from the baseline). With China and the UK acceding into the
CPTPP in Scenario 2, exports are projected to be USD359.2 billion in 2030 (4.0% increase from the
baseline).
Exports and Imports (2030)
Scenario

Exports, 2030

Imports, 2030
USD billion

Baseline (MY does not ratify: CPTPP-10)

345.4

290.4

Scenario 1
MY ratifies: CPTPP-11

354.7

301.2

Scenario 2
MY ratifies: China and the UK accede

359.2

309.0

Note: The export and import figures shown are from model analysis. The model is set up to provide economic effect in terms of change from
baseline, and is not an economic forecast

The export gains are largely driven by an increase in export growth in the manufacturing sector. In the first
scenario of Malaysia ratifying the CPTPP, significant increase in export growth over the baseline is projected
for the O&G, Textiles and Chemicals Sectors. In the second scenario whereby China and the UK accede
into the CPTPP, E&E and O&G Sectors are projected to show strong export growth.
The greater rise in imports is driven by more competitive imports from CPTPP countries in the form of lower
costs of intermediate goods, especially from China in Scenario 2. A significant portion of the increase in
imports is expected to be attributable to intermediate goods, including raw materials and semi-processed
goods, which are then used as inputs in production. Intermediate goods comprised an average of 68.5% of
imports (total imports excluding re-exports) into Malaysia from 2015 to 2019.
Imports by end use (2015-2019)
Category

2015

2016

2017
RM billion

2018

2019

Capital goods

95.6

100.2

115.6

112.5

100.2

Intermediate goods

399.5

399.0

478.9

462.2

467.2

Consumption goods

62.4

67.0

71.0

73.1

74.2

Source: DOSM

Imports of intermediate goods support the expansion of high-value added manufacturing and new job
creation. Imports are particularly essential as inputs for the production of high-quality finished goods which
can be sold at competitive prices benefitting overall consumer market, as well as for exports in industries
with complex value chains, such as transport equipment and E&E1. The finished goods (consumption
goods) produced can then be exported to both CPTPP and non-CPTPP countries. Exports of finished goods
to non-CPTPP countries is estimated to be USD85.7 billion in 20302.
1

Interconnected Economies: Benefiting from global value chains (OECD)
Estimated based on export figure from model analysis, historical trend of trade with CPTPP countries and non-CPTPP countries, and proportion of
finished goods out of exports
2
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Following Malaysia’s ratification of the CPTPP in Scenario 1, trade balance is projected to be USD53.5
billion in 2030, and remains in surplus at 8.5% of GDP. With China and the UK acceding into the CPTPP in
Scenario 2, trade balance is projected to be USD50.2 billion in 2030, and remains in surplus at 7.8% of
GDP.
Under both Scenario 1 and Scenario 2, trade balance remains in strong surplus position. China and the UK
acceding into the CPTPP will result in greater GDP gains for Malaysia. These gains are driven by higher
household consumption, which include increased expenditure on imported goods.
Trade balance (2030)
Scenario

Trade balance
in 2030
USD billion

Trade balance share
of GDP, 2030
% share

Baseline (MY does not ratify: CPTPP-10)

55.0

8.9%

Scenario 1
MY ratifies: CPTPP-11

53.5

8.5%

Scenario 2
MY ratifies: China and the UK accede

50.2

7.8%

As explained in page 60, due to model limitations with respect to capturing capital accumulation impact and
better capital productivity over time, the model results are likely to understate the trade balance surpluses.
This is because new capital investment flows into Malaysia’s export base sectors should result in higher
productivity and export growth than the impact demonstrated by the model simulation.
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Key finding 3: Investment is projected to increase with
cumulative gains of USD112.3 billion over the baseline
for the period of 2021 to 2030

Investment is projected to increase if Malaysia ratifies the CPTPP in Scenario 1, with cumulative gains of
USD112.3 billion over the baseline for the period of 2021 to 2030. This is equivalent to a cumulative gain of
6.1% over the baseline for the same period.
With China and the UK acceding into the CPTPP (Scenario 2), cumulative change in investment increases
to USD252.7 billion over the baseline (13.6%).
Cumulative change in investment relative to baseline (2021-2030)
Scenario

Cumulative change in investment
over baseline, 2021-2030
USD billion

Cumulative percent change from
baseline, 2021-2030
%

Scenario 1
MY ratifies: CPTPP-11

112.3

6.1

Scenario 2
MY ratifies: China and the UK accede

252.7

13.6

The change in investment is driven by both foreign inflows and domestic investment. In scenarios whereby
Malaysia ratifies the CPTPP, there is an increase in both foreign and domestic wealth in domestic assets.
The increase in foreign wealth is due to a diversion of foreign investment away from non-participating
countries, in favour of Malaysia.
If Malaysia does not ratify the CPTPP, growth of foreign wealth located in Malaysian assets would decrease,
but growth of domestic wealth located in domestic assets would remain unchanged. In this scenario, foreign
wealth is diverted away from Malaysia into participating CPTPP countries.
Several key sectors are expected to benefit from higher investment with ratification of CPTPP. Textiles is
expected to benefit the most in Scenario 1, with 18.9 percentage point (pp) increase. In Scenario 2, E&E is
expected to have higher investment (8.7 pp increase). In both Scenario 1 and Scenario 2, the motor
vehicles and transport equipment and distributive trade sectors are expected to benefit.
Cumulative change in investment by sector relative to baseline (2021-2030)
Cumulative percentage point change
from baseline, 2021-2030
Percentage point (pp)

Scenario

Scenario 1
MY ratifies: CPTPP-11

- Textiles
- Motor vehicles and transport equipment
- Chemicals

18.9
2.5
0.8

Scenario 2
MY ratifies: China and the UK accede

- E&E
- Motor vehicles and transport equipment
- Distributive trade

8.7
2.9
4.5

Note: Percentage point (pp) refers to the arithmetic increase in percentage growth in that year. Investment refers to Foreign Direct Investment
and Domestic Direct Investment
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Welfare gains are projected to increase by USD15.1
billion in 2030

The CGE model uses a willingness-to-pay measure known as equivalent variation (EV) to derive the
impacts of policies on welfare. EV measures what a consumer would hypothetically be willing to be
compensated to forego the policy change i.e. not ratifying the CPTPP. By definition, EV is the difference in
expenditure required to obtain the benefits of post simulation level (Malaysia ratifies the CPTPP) of utility at
initial prices (Malaysia does not ratify the CPTPP).
The welfare gains from Malaysia ratifying the CPTPP are USD15.1 billion relative to baseline in 2030 in
Scenario 1. These welfare gains are expected to increase to USD30.6 billion if China and the UK accede
into the CPTPP in Scenario 2.
Change in welfare relative to baseline (2030)
Scenario

Change in welfare relative
to baseline, 2030
USD billion

Scenario 1
MY ratifies: CPTPP-11

15.1

Scenario 2
MY ratifies: China and the UK accede

30.6

Welfare gains for Malaysia derive mainly from improved technical efficiency and terms of trade. The welfare
gains are largely due to improvements in productivity of factors (technology change effect) i.e. the efficiency
at which inputs are used to generate outputs. The majority of the remaining gains are expected from
improvements in Malaysia’s terms of trade, i.e. better relative price of exports in terms of imports (or ratio of
export prices to import prices) and increased allocative efficiency (reduced economic distortions due to
improved allocation of resources and foreign equity effects).
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Wages for both skilled and unskilled labour are projected
to increase over the baseline

Malaysia ratifying the CPTPP in Scenario 1 would generate an increase in wages of 4.0% for unskilled
labour and 3.7% for skilled labour by 2030, relative to the baseline. The gains are expected to double to
9.3% and 7.6% for unskilled labour and skilled labour respectively in Scenario 2.
CGE models typically do not deliver employment effects as they assume a long-run equilibrium between
labour supply and demand. As the model is based on a full employment hypothesis, an increase in wages
infers an overall increase in employment rates.
Percent change in index relative to baseline, 2030
Scenario

Unskilled wages

Skilled wages

Scenario 1
MY ratifies: CPTPP-11

4.0%

3.7%

Scenario 2
MY ratifies: China and the UK accede

9.3%

7.6%

Changes in factor prices for labour wages are significantly larger than that of sectoral goods. This augurs
well for the CPTPP relative to the baseline.

Potential employment from increased economic growth
The CGE model is an equilibrium model, which assumes full employment. Thus, the focus of the model
is on overall economic welfare rather than job creation.
To gauge potential employment that could be created from the CPTPP, the additional GDP gains from
ratifying the CPTPP could be used as a guide. The CGE model projects GDP gains of USD11.7 billion
in 2030 over the baseline scenario.
Based on data from the Malaysia Productivity Corporation (MPC), real labour productivity1 was
RM93,973 in 2019, an increase of 2.1% from 2018. Labour productivity would be an estimated
RM118,000 in 2030, if extrapolated from 2019 growth rates.
This implies that additional economic activity could support over 400,000 jobs by 2030, if
Malaysia ratifies the CPTPP.
Note: 1Labour productivity is defined as real value added per employee. Number of jobs created or sustained would be less if productivity
increased sharply (implying a shift to skilled labour)
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The projected economic gains can stimulate a cumulative
increase in household income of USD27.4 billion over
the period of 2021 to 2030

In 2019, household income totalled RM689.9 billion and represented 48.4% of real GDP. Using this
percentage of GDP, the projected gains in GDP should lead to cumulative increase in household income of
between USD27.4 billion (Scenario 1) and USD60.7 billion (Scenario 2) over the period of 2021 to 2030,
based on the model results.

Scenario 2
MY ratifies: China and the UK join

Scenario 1
MY ratifies: CPTPP-11

Baseline

Source: DOSM, PwC analysis

Bumiputera households received 58.4% of total household income in 2019. Should this hold, Bumiputera
households stand to gain a cumulative increase of between USD16.0 billion and USD35.5 billion in
household income over the same period.
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Greater GDP growth can increase Malaysia’s overall tax
revenues by RM25.9 billion, which can be utilised to
support Bumiputera programmes

CPTPP participation can increase Malaysia’s cumulative tax revenue by a projected RM25.9 billion to
RM57.4 billion for the period of 2021 to 2030. This is estimated by first converting the CGE model results for
GDP into constant 2015 prices, then multiplying by the average tax-to-GDP ratio (calculated over the period
of 2014 to 2020).
Higher tax revenues can be utilised to support existing or new Bumiputera programmes.

Note: Projection is based on a tax-to-real GDP ratio of 13.3% (average for 2014-2020)

Historical data shows a simple correlation between taxation and economic activity, indicating that on
average, when economic activity and GDP increase, tax revenues also increase.
Based on the 2022 Fiscal Outlook and Federal Government Revenue Estimates, published by the Ministry
of Finance on 29 October 2021, almost 99% of Government revenue comes from non-import duty sources
such as income tax, borrowings and use of Government’s assets, non-tax revenue and other direct taxes.
Only about 1% comes from the collection of import duties. Thus, the impact of removing import duties
through ratification of the CPTPP is not expected to significantly decrease tax revenues for Malaysia.
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The increase in tax revenues can be channeled to various Bumiputera programmes and initiatives to uplift
the socioeconomic conditions of Bumiputera.
Case example: SME Bank, MATRADE and TERAJU’s joint Best Exporters Programme (BEP) has helped
Bumiputera SMEs achieve incremental export revenues of RM141.1 million
Best Exporters Programme
2016-2018

Achievements

The Best Exporters Programme (BEP) focuses on
developing potential Bumiputera SMEs to become
exporters through a structured intervention
programme.

RM141.1
million

Over the course of the programme, 73 companies
participated, of which 43 were in manufacturing and
the remaining 30 in services.

Incremental
export revenue

19 companies
Became new exporters

13 companies
Received financing support

Source: SME Bank, News articles

Case example: TERAJU’s Dana Mudahcara has facilitated Bumiputera investments worth 8 times of its grant
value and spurred creation of 11,000 new jobs
Dana Mudahcara (Facilitation Fund)
2016-2020
TERAJU’s Dana Mudahcara aims to provide
funding to ease and facilitate Bumiputera
investments.

Achievements

215
Fund recipients

Between 2016 and 2020, a total grant of RM485.5
million has helped 215 Bumiputera companies take
on 259 projects with total investment value of
RM3.8 billion. In other words, the fund has
facilitated investments worth 8 times its grant value.

8x higher
Value of investments
facilitated

Source: The Twelfth Malaysia Plan 2021-2025 (RMK-12)
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RM14.7 million
Average investment value
of projects supported

11,000
New jobs created

Going forward, investments secured will drive sectoral performance
Investments secured in Malaysia as well as other investments in the future are expected to positively impact
sectoral performance through output and export growth. These investments include new, expansion and
upgrades of manufacturing facilities, which will thus increase production capacity and value adding activities.
Between January and September 2021, the total approved investments in Malaysia amounted to RM177.8
billion. Out of this total, the manufacturing sector accounted for the largest share of 58.4% (RM103.9 billion),
which is a 60% increase from the same period in 2020. The services sector and primary sector comprised 32.5%
(RM57.8 billion) and 9.1% (RM16.1 billion) of total approved investments respectively.
FDI represented 88.3% (RM91.7 billion) of the approved investments within the manufacturing sector, while the
remaining approved investments in the sector were from domestic direct investment. The top sectors with
approved investments were E&E (RM64.3 billion), followed by fabricated metal products (RM14.0 billion).
Approved investments by sector (January - September 2021)

Source: MIDA

Notable projects approved (January - September 2021)
Company name:
AT&S (Austria)

Company name:
Nexperia Malaysia

Company name:
Taiyo Yuden (Japan)

Type of investment:
New manufacturing facility for
high-end printed circuit boards
(PCB) and integrated circuit
(IC) substrates in Kulim,
Kedah

Type of investment:
Expansion of
manufacturing facility for
semiconductors and
components in Negeri
Sembilan

Type of investment:
Expansion of its multilayer
ceramic capacitors
production in Kuching,
Sarawak

Investment value:
RM8.5 billion

Investment value:
RM1.6 billion

Investment value:
RM680 million

Source: MIDA
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5

Key Findings:
Implications on
Key Economic
Sectors

The analysis covers 12 key merchandise trade,
overall Services and Construction sectors

Out of the 14 sectors covered in this study, 12 are key merchandise trade sectors. These sectors are:
●
●
●
●
●
●
●
●
●
●
●
●

Electrical and Electronics (E&E)
Palm Oil
Textiles
Machinery and Equipment
Chemicals
Oil and Gas (O&G)
Plastics
Metal, and Iron and Steel
Optical and Scientific Equipment
Medical Devices
Automotive Parts and Components
Processed Food and Beverage

In total, the 12 sectors contributed close to one-third of Malaysia’s GDP in 2019.
GDP of the 12 key sectors at Constant 2015 Prices, RM billion (2019)

Note: The Study uses names of economic sectors that are guided by economic activities listed in page 14 and the Appendix section
Source: DOSM

The Study also covers overall Services and Construction sectors. These sectors contributed 62.3% to
Malaysia’s real GDP in 2019:
• The Construction and Services sectors contributed 4.7% (RM66.5 billion) and 57.6% (RM820.9 billion)
respectively
• The largest Services sub-sectors were Wholesale and Retail Trade, Government Services, Finance and
Insurance Services, as well as Information and Communication
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These sectors account for Malaysia’s key export
sectors

Key export-oriented sectors include E&E, Oil and Gas, Palm Oil, Chemicals as well as Metal, and
Iron and Steel
The E&E Sector is the key contributor to the country’s total exports, with RM373 billion of exports in 2019.
The Sector’s exports are largely driven by integrated circuits (46% of Malaysia’s E&E exports in 2019).
Other significant contributors to exports among the key sectors include Oil and Gas, Palm Oil, Chemicals as
well as Metal, and Iron and Steel.
Singapore and Japan are major destination countries of Malaysia’s exports in the key sectors. CPTPP
countries accounted for over 30% of exports of Oil and Gas, Automotive Parts and Components, and
Machinery and Equipment.
Merchandise trade, RM billion (2019)

Note: The diagram refers to products in the key economic sectors
Source: DOSM, WITS, PwC analysis

CPTPP countries are also significant sources of imports for these 12 key merchandise sectors
Among the selected key sectors, E&E, Oil and Gas, Chemicals as well as Metal, and Iron and Steel are the
top sectors with large imports. E&E imports from CPTPP countries, in particular, was RM54.7 billion in 2019.
More than 25% of Oil and Gas, Metal, and Iron and Steel as well as Medical Devices imports are sourced
from CPTPP countries, mainly Singapore, Japan and Australia. Sectors such as Plastics and Textiles are
dependent on imports for raw materials, whereby the CPTPP countries are among Malaysia’s major trading
partners.
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Five sectors showed relatively strong expansion from 2016 to 2019
Five economic sectors show strong growth rates, which are higher than the national GDP growth rate of
4.9% (average for 2016 to 2019). These sectors are as follows:
•
•
•
•
•

E&E (6.5%)
Processed Food and Beverage (6.4%)
Services (6.3%)
Textiles (6.2%)
Machinery and Equipment (5.0%)

Key economic sectors
Sector

Share of GDP
(2019)

GDP Growth Rate
(average, 2016-2019)

E&E

5.2%

6.5%

Processed Food and Beverage

1.6%

6.4%

Services

57.6%

6.3%

Textiles

0.4%

6.2%

Machinery and Equipment

0.7%

5.0%

Construction

4.7%

4.7%

Chemicals

2.3%

4.3%

Metal, and Iron and Steel

1.8%

4.4%

Medical Devices, and Optical and Scientific Equipment

0.4%

4.2%

Plastics

0.7%

3.4%

Automotive Parts and Components

1.8%

3.3%

Palm Oil

2.7%

1.4%

O&G

9.3%

0.4%

Note: GDP growth rate refers to the growth of economic activity in the listed sectors
Source: DOSM, PwC analysis
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This chapter analyses the selected sectors based on their contribution to the Malaysian economy
and external trade activities
The analytical framework for this chapter consists of two main components, namely:
• Contribution of key economic sectors to the Malaysian economy and external trade (including trade
linkages with CPTPP countries)
• Key findings from the perspective of CPTPP impact on the selected sectors
Firstly, the analysis on selected sectors’ contribution to the Malaysian economy captures the following:
• Size of the sector in terms of GDP and external trade
• Composition of external trade in totality as well as with CPTPP countries
• Trade in Value Added Analysis (TiVA) which examines sectoral dependence on imported inputs for
production of exports
Then, the Study outlines key findings to explain impact on the selected sectors, covering areas such as:
• Market access to countries with which Malaysia does not have an FTA
• Sourcing channels for raw materials
• Development of industry sectors
In addition, the following assessment outlines some of the key potential outcomes for Malaysia:
• Key observations of trade and investment in the Vietnamese economy, whereby Vietnam is a
neighbouring exporting country that has ratified the CPTPP
• The prospect of the UK entering into the CPTPP and its potential impact on sectors whereby Malaysia
has RCA such as Palm Oil, E&E and others1
• Further economic integration with Malaysia’s largest trading partner, i.e. China
• The role of CPTPP in a post-pandemic economic environment
Note: 1The UK has begun CPTPP accession negotiations in September 2021
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Malaysia’s import duties are subject to catch-up
mechanism

Malaysia’s import duties will be eliminated in 2033 through the catch-up mechanism
The Trade in Goods Chapter sets out the rules for CPTPP countries to accord preferential market access
for qualifying imports, including the elimination of tariffs. The CPTPP provides for a ‘catch-up mechanism’
for late-comers, i.e. implement tariff cuts as if the CPTPP has been in effect since the EIF of the Agreement
in 2018.
All CPTPP countries, including Malaysia, have agreed to eliminate import duties across all sectors within a
specified timeframe, with very limited exceptions. While duty elimination will be immediate for some
products, that is upon entry into force (EIF or Year 1 of the CPTPP, which is 2018), duty for other products
will be eliminated based on the agreed-upon timeline, which could be anywhere between 3 and 21 years.
Malaysia has committed to full duty elimination on all products (except for live poultry, meat and eggs), by
Year 16, which effectively will occur in 2033.
Should Malaysia ratify the Agreement in 2022, Malaysia would have to implement the catch-up mechanism
and grant the tariff reductions for five years, from 2018 to 2022. Similar approach applies to Malaysian
products that will be exported to the CPTPP countries that have ratified this Agreement. This essentially
means that Malaysian exports to these countries will benefit from steeper tariff concessions, as the fifth
stage duty cuts will be applied to Malaysia’s exports as well, in 2022.

Cost-Benefit Analysis on the Potential Impacts of the CPTPP on the Malaysian Economy and Key Economic Sectors
76

Electrical & Electronics (E&E) manufacturing is a
major economic sector in the Malaysian economy

E&E Sector represents 5.2% of the Malaysian economy
The size of the E&E Sector was RM73.7 billion in 2019, accounting for 23.3% of the manufacturing sector
and 5.2% of Malaysia’s GDP. The Sector recorded an average growth rate of 6.5% between 2015 and 2019,
higher than the average of 4.9% for the Malaysian economy as a whole. The Sector’s value add contribution
represents approximately 21% of the gross output of E&E products produced.
GDP contribution of the E&E Sector (2015 constant prices)

Note: The analysis on the GDP contribution of the E&E Sector is based on DOSM’s data for computers and peripheral
equipment, electrical equipment, and electronic components and boards, communication equipment and consumer
electronics
Source: DOSM

E&E exports account for 37.5% of Malaysia’s total exports
In 2019, E&E exports totalled RM373.1 billion. The Sector’s share of total exports rose from 35.8% in
2015 to 37.5% in 2019. This is largely driven by an increase in exports of integrated circuits, the major
contributor (46.0%) to Malaysia’s E&E exports in 2019.
Malaysia’s total E&E exports
2015

2016

2017

2018

2019

E&E exports (RM billion)

277.9

287.7

343.1

381.5

373.1

% share of total exports

35.8%

36.6%

36.7%

38.0%

37.5%

Other merchandise exports
(RM billion)

499.4

499.2

591.9

622.0

622.0

Note: E&E Sector consists of products under SITC 75, 76 and 77
Source: DOSM
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The E&E Sector is highly dependent on trade and has
strong linkages to global value chains

Breakdown of E&E exports (2019)

Note: E&E Sector consists of products under SITC 75, 76 and 77
Source: DOSM

E&E imports account for 28.9% of Malaysia’s total imports
E&E imports totalled RM245.5 billion in 2019. The Sector’s share of total imports declined marginally from
29.4% in 2015 to 28.9% in 2019, driven by a decline in imports of office machines and automatic data
processing equipment.
Malaysia’s total E&E imports
2015

2016

2017

2018

2019

E&E imports (RM billion)

201.3

209.9

252.9

262.6

245.5

% share of total imports

29.4%

30.0%

30.2%

29.9%

28.9%

Other merchandise imports
(RM billion)

484.5

488.7

583.5

617.2

603.9

Note: E&E Sector consists of products under SITC 75, 76 and 77
Source: DOSM

Breakdown of E&E imports (2019)

Note: E&E Sector consists of products under SITC 75, 76 and 77
Source: DOSM
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The E&E Sector’s production activities are predominantly in the back-end
The Sector’s foreign value added1 share of gross exports declined from 55.0% in 2014 to 52.1% in 2018 but
remains significant, indicating that the Sector is still heavily reliant on imports as inputs for production. The
52.1% foreign value added share in 2018 is also higher than the ASEAN average of 44.3% for the E&E
Sector.
Computers, electronic and electrical equipment’s foreign value added share of gross exports

Source: OECD

The high foreign value added share of gross exports as well as import and export values indicate that the
E&E Sector is highly dependent on trade and global value chains. The relatively high foreign value added
share also reflects Malaysia’s current domestic E&E Sector composition that are predominantly in back-end
activities (assembly, testing and packaging) rather than the front-end (design, development, prototyping and
mass fabrication).
Note: 1Foreign value added share of gross exports represents the share of imported inputs in the overall exports of a country, and reflects the extent
to which a country is a user of foreign inputs
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CPTPP countries account for nearly 27% of Malaysia’s
E&E exports

CPTPP countries account for more than a quarter of Malaysia’s total E&E exports
In 2019, the CPTPP countries accounted for
26.6% (RM90.1 billion) of Malaysia’s E&E
exports, which faced tariffs between 0 and
20%. Among the countries, the major export
destinations were Singapore, which was
Malaysia’s top E&E export destination (16.1%
of total E&E exports) and Japan (5.2% of total
E&E exports).
Other major export destinations include Hong
Kong SAR (16.1% of total E&E exports), China
(14.6% of total E&E exports) and the US
(12.9% of total E&E exports), all of which are
non-CPTPP countries.

E&E export destinations (2019)

Note: E&E Sector consists of products under HS85
Source: WITS

Key E&E products exported to CPTPP countries in 2019 were integrated circuits as well as
semiconductor devices and transistors
The key E&E products exported to CPTPP
countries were integrated circuits (55.0% of
total E&E exports) as well as semiconductor
devices and transistors (10.8% of total E&E
exports).

E&E products exported to CPTPP countries (2019)

Key export destinations for integrated circuits
among the CPTPP countries were Singapore
(20.2% of total integrated circuit exports) and
Japan (3.3% of total integrated circuit exports).

Note: E&E Sector consists of products under HS85
Source: WITS
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Malaysia sourced almost 24% of E&E products from
CPTPP countries

CPTPP countries account for almost a quarter of Malaysia’s total E&E imports
In 2019, CPTPP countries accounted for a
combined 23.6% (RM54.7 billion) of
Malaysia’s E&E imports, behind China
which accounted for 24.4%. Malaysia’s
imports for the Sector faced duties between
0 and 30%. Among the CPTPP countries,
the major import sources were Singapore
(12.4% of total E&E imports) and Japan
(8.0% of total E&E imports).
Besides the CPTPP countries and China,
other major import sources include the US
(11.4% of total E&E imports) and Korea
(4.6% of total E&E imports).

E&E import sources (2019)

Note: E&E Sector consists of products under HS85
Source: WITS

Key E&E products imported from CPTPP countries in 2019 were integrated circuits, semiconductor
devices and transistors as well as telephone sets and other transmission apparatus
The key E&E products imported from
CPTPP countries were integrated circuits
(58.8% of total E&E imports), semiconductor
devices and transistors (7.7% of total E&E
imports) as well as telephone sets and other
transmission apparatus (6.3% of total E&E
imports).
Key import sources for integrated circuits
among the CPTPP countries were
Singapore (14.5% of total integrated circuits
imports) and Japan (7.8% of total integrated
circuits imports).

E&E products imported from CPTPP countries (2019)

Note: E&E Sector consists of products under HS85
Source: WITS
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Key finding 1: CPTPP opens up access to Canada,
Mexico and Peru for E&E exporters

Canada, Mexico and Peru are net importers of E&E products, purchasing USD143 billion in 2019
In 2019, Canada, Mexico and Peru imported USD143 billion worth of E&E products. This represented close
to 5% of total global E&E import values. All three countries were net importers of E&E products and
recorded a combined trade deficit of USD49 billion. The largest import sources for E&E products for the
three countries were China (33.9% of total E&E imports) and the US (23.5% of total E&E imports).
Of the USD143 billion worth of E&E imports, 16.2% were electronic integrated circuits, which is the key E&E
product exported by Malaysia. The three countries recorded a combined trade deficit of USD19 billion for
electronic integrated circuits. While MFN tariffs are already at 0% for electronic integrated circuits, alignment
and increased transparency of customs procedures as well as cooperation programmes are expected to
improve the ease of doing business for Malaysian exporters.
Balance of trade in E&E products for Canada, Mexico and Peru (2019)

Note: Figures may not necessarily add up due to rounding. E&E Sector consists of products under HS85
Source: WITS

Tariff elimination will increase Malaysia’s export competitiveness in Canada, Mexico and Peru
Upon ratification and EIF of the CPTPP, tariffs for
E&E products will reduce from a maximum of 9% for
Canada, 20% for Mexico and 9% for Peru, to lower
tariffs based on the tariff elimination schedule for the
respective countries.

E&E tariffs imposed by Canada, Mexico and Peru

Elimination of tariffs is expected to increase the price
competitiveness of Malaysia’s E&E exports. For
example, higher tariff rates between 9% and 20%
apply to Malaysia’s exports of vacuum cleaners to
Mexico. Through the CPTPP, these tariffs will be
eliminated by 2028.

Country

MFN Tariff

Canada

0 - 9%

Mexico

0 - 20%

Peru

0 - 9%

Source: Annex 2-D: Canada Tariff Elimination Schedule, Annex 2-D:
Mexico Tariff Elimination Schedule, Annex 2-D: Peru Tariff Elimination
Schedule
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Key finding 2: CPTPP can widen sourcing channels
for raw materials at competitive prices, which will
benefit SMEs and companies in supporting sectors

The E&E Sector uses raw materials from other sectors such as metals, plastics and chemical
products
Malaysia produces four major types of E&E products, namely components (e.g. semiconductors, passive
components), consumer electronics (e.g. audio or video products), industrial electronics (e.g. multimedia
and information technology products such as computers and computer peripherals) and electrical products
(e.g. control panels, distribution boards).
The E&E Sector uses a variety of raw materials including various metals, plastics and chemical solvents for
the production of goods. Some of the common metals used for production include copper, lithium, tin, silver,
gold, nickel and aluminium. Industrial and consumer electronics such as notebook computer, for example,
requires materials such as plastic polymers and metals (e.g. aluminium, and ferrous materials).
Bill of materials for a notebook computer

Source: European Commission

Widening sourcing channels will be beneficial for SMEs and companies which do not already enjoy
customs duty exemptions
Many of the large and export-oriented E&E companies in Malaysia (e.g. Electronic Manufacturing Services
companies) tend to be located in Free Industrial Zones (FIZs) or have been granted Licensed
Manufacturing Warehouse (LMW) status. These companies benefit from customs duty exemptions for raw
materials and components used at all stages of the manufacturing process of approved products.
As such, the benefits of widening sourcing channels for competitively priced raw materials will accrue
mostly to SMEs and companies that produce for domestic demand, and those that are not located in FIZs
or granted LMW status. Widening sourcing channels via Canada, Mexico and Peru (CPTPP countries with
which Malaysia currently does not have any FTAs) will enable such companies to increase competitiveness
and diversify supply chains.
Aluminium is one of the common metals used in manufacturing E&E products, particularly industrial and
consumer electronics. Malaysia currently primarily imports aluminium from India and China, likely due to
existing FTAs and the relative proximity of these two countries.
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Canada, however, is the fourth largest aluminium producer in the world, after China, Russia and India.
SMEs and companies have an option to source for aluminium from Canada. Other E&E raw materials
produced by CPTPP countries include nickel (Canada) and steel (Mexico and Canada).
Tariffs imposed by Malaysia on imports of E&E raw materials
from Canada, Mexico and Peru
Product Type

MFN Tariff

Metals

0 - 30%

Plastics

0 - 30%

Inorganic chemicals

0 - 30%

Source: Annex 2-D: Malaysia Tariff Elimination Schedule
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Key finding 3: The CPTPP will boost the development
and growth of Malaysia’s E&E Sector through
increasing investments

In the past 50 years, Malaysia’s E&E Sector has grown through the establishment of MNCs such as
Intel, Texas Instruments and Agilent Technologies. These MNCs have led to domestic talents setting
up businesses with the knowledge accumulated while serving MNCs.
In addition, local companies have been able to be part of the global value chain by providing products
and services to these companies as well as other customers located outside Malaysia. Examples of
local companies include Inari Amertron Bhd, Globetronics Technology Bhd and SkyeChip Sdn Bhd.
The E&E Sector is expected to further grow as global demand for E&E products increases due to
greater digitalisation and automation. RMK-12 projects the E&E Sector GDP to reach RM120 billion by
2025. With the CPTPP, the E&E Sector will be able to capture more demand through better market
access. Malaysia’s E&E products may also become more price competitive as companies will have
wider sourcing channels under CPTPP. These factors may lead to increasing investments in Malaysia
as investors are able to leverage on CPTPP opportunities.
In addition, provisions on investment including the ISDS mechanism enhance investor protection, thus
making Malaysia a more attractive investment destination. Such investments may further boost the
E&E Sector in moving up the value chain towards design and development activities.
Investment in Malaysia’s E&E Sector

Source: MIDA

Example: SkyeChip Sdn Bhd provides high value added E&E activities
SkyeChip Sdn Bhd is a Malaysian company which provides design and engineering expertise on semiconductor
products such as integrated circuits. It was founded in 2019 by a group of local talent with experience in MNCs
such as Intel, Altera and Broadcom. The company currently has 11 patent applications on integrated circuits in
Malaysia, the US and China.
Source: News articles
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Agriculture contributes 7% of Malaysia’s GDP

Agriculture has seen a decline in GDP share and remains domestically oriented
Agriculture in Malaysia includes palm oil, rubber, livestock, forestry and fisheries. From 2015 to 2019, the
GDP contribution of Agriculture grew from RM97.5 billion to RM101.6 billion, with an average growth of
1.0%. In 2019, Agriculture represented 7.1% of total GDP.
GDP contribution of Agriculture (2015 constant prices)

Source: DOSM

Foreign value added share of gross exports in Agriculture rose from 12.0% in 2014 to 14.9% in 2018. The
14.9% share is lower than ASEAN’s sector average of 16.2%. The relatively low share indicates that the
Sector has little reliance on imports as inputs for production.
Agriculture, forestry and fishing’s foreign value added share of gross exports

Source: OECD
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Palm Oil Sector is a major contributor to the
Malaysian economy

Palm Oil Sector is the largest GDP contributor within Agriculture
In 2019, the upstream production of Palm Oil generated RM38.2 billion in GDP, which accounted for 37.6%
of the Agriculture GDP and 2.7% of Malaysia’s total GDP. The downstream activities (manufacture of
vegetable and animal oils & fats) accounted for RM13.2 billion in GDP, representing 4.2% of the
manufacturing sector GDP. The Sector recorded an average growth of 0.8% between 2015 and 2019,
much lower than the 4.9% average growth experienced by the Malaysian economy as a whole.
Breakdown of Agriculture GDP (2019)

Source: DOSM

GDP contribution of Palm Oil Sector (2015 constant prices)

Source: DOSM

Cost-Benefit Analysis on the Potential Impacts of the CPTPP on the Malaysian Economy and Key Economic Sectors
87

Malaysia is the second largest Palm Oil producer in
the world, and is a net exporter of Palm Oil

Palm Oil exports account for 6.8% of Malaysia’s total exports
In 2019, Palm Oil exports totalled RM67.5 billion. The Sector’s share of total exports reduced from 8.1% in
2015 to 6.8% in 2019. This is largely driven by a decline in exports of palm oil and palm kernel oil, which
account for 62.8% of Malaysia’s total exports of Palm Oil in 2019.
Malaysia’s total Palm Oil exports
2015

2016

2017

2018

2019

Palm Oil exports (RM billion)

63.2

67.9

77.8

67.5

67.5

% share of total exports

8.1%

8.6%

8.3%

6.7%

6.8%

Other merchandise exports
(RM billion)

714.2

719.0

857.1

936.1

927.5

Note: Palm Oil Sector consists of selected products under SITC 08, 09, 29, 42, 43, 51, 54, 55, 59 and 89
Source: DOSM

Breakdown of Palm Oil exports (2019)

Source: DOSM
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Overall, the Sector has low import content
Palm Oil imports totalled RM9.4 billion in 2019. Between 2015 and 2019, palm oil and palm oil-based
products share of total imports fluctuated between 1.0% and 1.2%.
Malaysia’s total Palm Oil imports
2015

2016

2017

2018

2019

8.2

7.3

9.6

10.3

9.4

% share of total imports

1.2%

1.0%

1.1%

1.2%

1.1%

Other merchandise imports
(RM billion)

677.5

691.3

826.8

869.5

840.0

Palm Oil imports (RM billion)

Note: Palm Oil Sector consists of selected products under SITC 08, 09, 29, 42, 43, 51, 54, 55, 59 and 89
Source: DOSM, MPIC

Breakdown of Palm Oil imports (2019)

Source: DOSM

The low import values, high export values and low foreign value added share of gross exports indicate that
the Palm Oil Sector is highly export-oriented and has little import reliance. This reflects Malaysia’s position
as the second largest producer and exporter of Palm Oil in the world, accounting for 25.8% and 34.3% of
the world’s production and export, respectively.
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CPTPP countries account for 9.2% of Malaysia’s total Palm Oil exports
In 2019, CPTPP countries accounted for 9.2% (RM3.2 billion) of Malaysia’s Palm Oil exports, which faced
tariffs between 0 and 9%. Among the CPTPP countries, the top export destinations were Vietnam (3.3% of
total Palm Oil exports), Japan (2.5% of total Palm Oil exports) and Singapore (2.3% of total Palm Oil
exports).
The major export destinations for Palm Oil were India (23.2% of total Palm Oil exports), China (10.5% of
total Palm Oil exports), Pakistan (5.5% of total Palm Oil exports) and the Netherlands (5.0% of total Palm
Oil exports), all of which are non-CPTPP countries.
Palm Oil export destinations (2019)

Note: Palm Oil Sector consists of products under HS1511
Source: WITS

Minimal Palm Oil imports from Indonesia, Singapore and Papua New Guinea
The majority of Palm Oil imports (RM2.1 billion) originated from Indonesia (91.8% of total Palm Oil imports),
followed by Papua New Guinea (2.5% of total Palm Oil imports).
In 2019, out of the 10 CPTPP countries, Singapore was the only Palm Oil import source for Malaysia, with
import duties of 5%. The Palm Oil imports sourced from Singapore comprises only 0.8% of Malaysia’s total
Palm Oil imports in 2019.
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Key finding 1: Lower trade barriers are expected to
have minimal impact as key export markets are
non-CPTPP countries

Key export markets are non-CPTPP countries such as India and China
In 2019, only 9.2% of Malaysia’s Palm Oil exports (by export value) were to CPTPP countries. The majority
of Palm Oil exports were to non-CPTPP countries, of which key export destinations include India and
China. These countries are two of the largest vegetable oil consumers in the world, and are also large
consumers of palm oil due to the following:
●
●
●

The expanding middle class
Palm oil’s relatively low prices
Stagnant domestic production levels of edible oils

As such, India and China are expected to remain Malaysia’s main export markets even with the ratification
and EIF of the CPTPP. It is, however, important to note that China has officially applied to accede into the
CPTPP. Upon China’s accession, Malaysia’s Palm Oil Sector stands to gain from tariff elimination and
reduction of trade barriers.
Among the three new countries, Mexico provides the most significant opportunities for Malaysian
Palm Oil exports
The CPTPP would provide market access to Canada, Mexico and Peru, the only countries among the
CPTPP countries with which Malaysia does not have any FTAs.
Of the three countries, the market with the largest potential is Mexico. In 2019, Mexico imported 543,000
MT of palm oil, which constituted approximately 42% of total imports of oils and fats. Palm Oil imports from
Malaysia totalled 29,673 MT, representing 6% of total Palm Oil imports and 3% of total Palm Oil exports
from Malaysia.
At present, Mexico imports majority of palm oil from Costa Rica, Guatemala and Colombia (78% of Palm Oil
imports in 2019). The consumption of palm oil has been on a rising trend in recent years, driven by the
price competitiveness of palm oil and growing demand among price-sensitive Mexican consumers.

Cost-Benefit Analysis on the Potential Impacts of the CPTPP on the Malaysian Economy and Key Economic Sectors
91

Palm Oil breakdown of countries with no FTAs with Malaysia (2019)
Country

Total Imports
(‘000 MT)

Malaysia’s Share
(‘000 MT)

Malaysia’s Share
(% of total)

Share of
Malaysia’s Total
Exports (%)

Canada

105

11

10%

0.6%

Mexico

543

30

6%

3.0%

Peru

21

0.6

3%

0.1%

Source: IndexMundi, MPOC

Existing palm oil exports from Malaysia will benefit from tariff elimination
Palm Oil tariffs imposed by Canada, Mexico and
Peru

Upon ratification and EIF of the CPTPP, tariffs for
palm oil products will reduce from a maximum of
6% for Canada, 5% for Mexico and 9% for Peru to
lower tariffs based on the tariff elimination
schedule.
Elimination of tariffs is expected to increase the
price competitiveness of Malaysia’s Palm Oil
exports to Mexico.

Country

MFN Tariff

Canada

0 - 6%

Mexico

3 - 5%

Peru

0 - 9%

Source: Annex 2-D: Canada Tariff Elimination Schedule, Annex 2-D:
Mexico Tariff Elimination Schedule, Annex 2-D: Peru Tariff Elimination
Schedule
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Key finding 2: Malaysia has the opportunity to capture
greater market share for Palm Oil exports to the
UK upon accession into the CPTPP

With the CPTPP, Malaysia has the opportunity to regain market share from Indonesia and capture
market share from the Netherlands and Papua New Guinea
In 2019, the UK imported USD302 million worth of palm oil products. The main import sources for Palm Oil
were the Netherlands (31.3% of total Palm Oil imports), followed by Papua New Guinea (26.6% of total
Palm Oil imports), Indonesia (18.9% of total Palm Oil imports) and Malaysia (10.3% of total Palm Oil
imports).
Between 2015 and 2019, Malaysia’s share of the UK’s Palm Oil imports fell from 15.7% to 10.3%, while
Indonesia’s share increased from 12.0% to 18.9%. As a result, Indonesia overtook Malaysia to become the
UK’s third largest import source for Palm Oil.
The UK’s Palm Oil import sources

2015

2019

Source: WITS

Malaysia’s Palm Oil exports currently face tariffs between 0 and 12% when imported into the UK. Indonesia,
like Malaysia, does not have an FTA with the UK, and also faces MFN tariff rates. The UK’s largest import
sources, the Netherlands and Papua New Guinea, however, face tariffs of 0% due to their existing FTA and
Economic Partnership Agreement (EPA) with the UK respectively.
Currently, as a Signatory, Malaysia has limited participation in the market access negotiations with the UK,
as Signatory countries are not allowed to block any consensus decisions made by ratified CPTPP countries.
Market access negotiations are only undertaken by ratified CPTPP countries. These countries do not have
an obligation to take into account Malaysia's export interests during their negotiations with the UK.
This would mean that goods of interest to Malaysia, such as palm oil and other palm oil-based products will
not feature prominently in the negotiations, particularly since none of the CPTPP countries, other than
Malaysia, have an export interest in such products.
However, upon ratification and EIF of the CPTPP, Malaysia will be able to negotiate elimination of tariffs for
palm oil and other palm oil-based products, with the UK. As a result, the export competitiveness of
Malaysia’s palm oil products will increase, particularly against those from Indonesia and Papua New
Guinea. Malaysia will also have the opportunity to regain market share from Indonesia, the Netherlands and
Papua New Guinea.
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Key finding 3: The adoption of instruments stated in the
1998 ILO Declaration improves market
acceptability despite potential costs for upstream
companies
Foreign labour represents 70% of the plantation labour force and allowing freedom of association
may add costs for upstream companies, but key players such as Felda Global Ventures (FGV) are
already implementing initiatives to improve workers’ rights
CPTPP countries are required to adhere to the 1998 ILO Declaration, while the ILO operates on a best
endeavour basis. The 1998 ILO Declaration has four principles which are:
•
•
•
•

Freedom of association and effective recognition of the rights to collective bargaining
The elimination of all forms of forced or compulsory labour
The effective abolition of child labour
The elimination of discrimination in respect of employment and occupation

As such, under the CPTPP:
All workers have the right to establish and join unions, even unions not related to their work and have the
right to participate in collective bargaining
• All workers may hold multiple memberships in various unions
• Foreign workers are eligible to become union office-bearers
•

Although there have been recent movements towards automation by the Malaysian Palm Oil Board (MPOB)
such as mobile lifter device for loading of fresh fruit bunches (FFB), the Palm Oil Sector in Malaysia is still
heavily reliant on foreign labour, which represents approximately 70% of the plantation workforce.
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Case example: FGV’s adoption of the right to freedom of association
FGV is one of the world’s largest producers of crude palm oil (CPO) and accounts for about 15% of
Malaysia’s total annual production of CPO.
Over the years, FGV has faced allegations of forced labour, child labour and labour mistreatment. In
response to the allegations, FGV affiliated with the Fair Labor Association (FLA) in October 2019, committing
to uphold FLA standards, address labour issues and drive long term improvements in working conditions.
On March 31, 2020, FGV released Action Plan 2020 which details 46 action items to be taken for alignment
with FLA standards. One of the action items was the promotion of the right to freedom of association. Under
this action item, FGV will develop and implement procedures and mechanisms to strengthen all workers’
rights to freedom of association and to unionise.
As of April 2021, FGV has concluded and signed collective agreements with its 14 in-house unions and 2
national unions.

Source: FGV (1 April 2021) – Fair Labor Association Assessment Report, News articles

While actions are being taken to enhance labour standards and treatment in the Palm Oil Sector,
ratification of the CPTPP is an affirmation to global palm oil buyers of Malaysia’s commitment
towards enhancing labour standards
Ratification of the CPTPP is an affirmation to global palm oil buyers of Malaysia’s commitment towards
enhancing labour standards and thus increasing market acceptability of palm oil products.
Malaysia’s key Palm Oil upstream companies, FGV and Sime Darby Plantation, have both faced
allegations of forced labour. As of December 2020, the US has banned all shipments of palm oil from both
companies. While the exports of Palm Oil to the US is of an insignificant amount, the Malaysian Palm Oil
Association (MPOA) has expressed concerns on the effect of the ban on the Sector’s global reputation.
Since the ban came into effect, major palm oil buyers such as food company General Mills, owner of global
brands such as Cheerios and Haagen-Dazs, have issued global ‘no buy orders’ for both companies. Both
FGV and Sime Darby Plantation are conducting assessments on labour practice, whereas MPOB is taking
mitigating actions to address the allegations.
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Key finding 4: Agriculture will continue to be
supported by domestic subsidies

CPTPP requires countries to eliminate export subsidies, however it enables domestic subsidies and
assistance to be continued
The CPTPP does not prohibit domestic subsidies programmes. Under the CPTPP, the Government is able
to provide domestic subsidies and assistance programmes to farmers and fishermen.
CPTPP countries are only required to eliminate Agricultural export subsidies, as per Article 2.21, which is in
line with WTO’s decision to reduce and abolish export subsidies. However, Malaysia does not administer
export subsidies. As such, the abolishment of export subsidies is not expected to impact Agriculture,
instead the CPTPP promotes better export opportunities through reduction of tariffs and non-tariff barriers
such as harmonisation of Sanitary and Phytosanitary measures.
Malaysia is a net importer of agriculture products, whereby Malaysia still depends on imports to meet
domestic needs. Based on DOSM, a total of 18 out of 42 Agricultural commodities recorded self-sufficiency
ratio of less than 100%. This means that domestic production of these 18 commodities is not sufficient to
meet domestic demand.
In order to increase self-sufficiency levels, domestic subsidies are provided to increase capabilities,
productivity and production for domestic consumption. In Malaysia’s Budget 2022, the Government had
allocated more than RM1.7 billion to help farmers and fishermen to increase their output. The Government
also provides incentives and financial assistance to farmers to increase their capabilities and capacities,
which involves replanting programmes, enhancement of Research and Development (R&D) activities and
technology adoption.
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Textiles Sector sustained a small trade surplus in
2019, after recording trade deficits in the preceding
years

Textiles Sector represents 1.7% of manufacturing GDP
The size of the Textiles Sector was RM5.5 billion in 2019, accounting for 1.7% of the manufacturing sector
and 0.38% of Malaysia’s GDP. The Sector experienced average growth of 6.2% between 2015 and 2019,
higher than the average growth of 4.9% for the Malaysian economy as a whole. The Sector’s value add
contribution represents approximately 31% of the gross output of textiles products.
GDP contribution of the Textiles Sector (2015 constant prices)

Source: DOSM

Textiles exports account for 1.5% of Malaysia’s total exports
In 2019, Textiles exports totalled RM14.9 billion. The Sector’s share of total exports fluctuated from 1.6% in
2015 to 1.5% in 2019. This was driven by fluctuations in the exports of textile yarn which contributed 51.5%
of total Textiles exports in 2019.
Malaysia’s total Textiles exports
2015

2016

2017

2018

2019

Textiles exports
(RM billion)

12.6

13.2

14.7

14.3

14.9

% share of total exports

1.6%

1.7%

1.6%

1.4%

1.5%

Other merchandise exports
(RM billion)

764.7

773.8

920.3

989.3

980.2

Note: Textiles Sector consists of selected products under SITC 26 as well as all products under SITC 65 and 84
Source: DOSM
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The Sector relies on imports of raw materials
which are unavailable in Malaysia

Breakdown of Textiles exports (2019)

Source: DOSM

Textiles imports account for 1.6% of Malaysia’s total imports
Textiles imports totalled RM13.9 billion in 2019. The share of total imports for Textiles declined from 2.0% in
2015 to 1.6% in 2019.
Malaysia’s total Textiles imports
2015

2016

2017

2018

2019

Textiles imports
(RM billion)

14.0

15.5

15.0

14.9

13.9

% share of total imports

2.0%

2.2%

1.8%

1.7%

1.6%

Other merchandise imports
(RM billion)

671.8

683.2

821.5

864.9

835.5

Note: Textiles Sector consists of selected products under SITC 26 as well as all products under SITC 65 and 84
Source: DOSM

Breakdown of Textiles imports (2019)

Source: DOSM
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The Textiles Sector is dependent on imports of raw materials such as cotton
The Sector’s foreign value added share of gross exports ranged between 33.8% and 35.9% for the period of
2014 to 2018. This share reflects the lack of key raw materials such as cotton in Malaysia. Nonetheless, the
Sector’s foreign value added share of 34.6% in 2018 was lower than ASEAN’s sector average of 39.1%.
Textiles, wearing apparel, leather and related products’ foreign value added share of gross exports

Source: OECD
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CPTPP countries account for 27% of Malaysia’s
Textiles exports

CPTPP countries account for more than a quarter of Malaysia’s total Textiles exports
In 2019, the CPTPP countries accounted
for 27.1% (RM3.8 billion) of Malaysia’s
Textiles exports, which faced tariffs
between 0 and 30%. Among the
countries, the major export destinations
were Japan (9.8% of total Textiles
exports), Singapore (5.8% of total Textiles
exports) and Vietnam (5.5% of total
Textiles exports).
Other major export destinations include
the US (13.2% of total Textiles exports),
Turkey (9.2% of total Textiles exports),
China (7.9% of total Textiles exports) and
Indonesia (6.0% of total Textiles exports),
all of which are non-CPTPP countries.

Textiles export destinations (2019)

Note: Textiles Sector consists of products under HS50 to 63
Source: WITS

Key textiles products exported to CPTPP countries in 2019 were apparel and clothing accessories
The key textiles products exported to
CPTPP countries were apparel and
clothing accessories, knitted or crocheted
(42.5% of total Textiles exports), of which
knitted or crocheted articles accounted for
30.9% and articles which are not knitted
or crocheted accounted for 11.6%.

Textiles products exported to CPTPP countries (2019)

Key export destination for apparel and
clothing accessories among the CPTPP
countries was Singapore.

Note: Textiles Sector consists of products under HS50 to 63
Source: WITS
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Malaysia sourced 15% of Textiles from CPTPP
countries

CPTPP countries account for 14.9% of Malaysia’s total Textiles imports
In 2019, CPTPP countries accounted for a
combined 14.9% (RM2.2 billion) of
Malaysia’s Textiles imports, behind China
which accounted for 39.7% of total Textiles
imports. Malaysia’s imports from CPTPP
countries for the Sector faced duties
between 0 and 20%. Among the CPTPP
countries, the major import sources were
Vietnam (6.9% of total Textiles imports) and
Japan (3.6% of total Textiles imports).
Besides the CPTPP countries and China,
other major import sources include the US
(5.4% of total Textiles imports) and
Bangladesh (5.0% of total Textiles imports).

Textiles import sources (2019)

Note: Textiles Sector consists of products under HS50 to 63
Source: WITS

Key textiles products imported from CPTPP countries in 2019 were apparel and clothing
accessories as well as cotton
The key textiles products imported from
CPTPP countries were apparel and clothing
accessories (41.2% of total Textiles imports)
as well as cotton (14.9% of total textiles
imports).

Textiles products imported from CPTPP countries (2019)

Key import sources for apparel and clothing
accessories among the CPTPP countries
were Vietnam (8.4% of total textiles imports)
and Singapore (4.7% of total textiles
imports).
Note: Textiles Sector consists of products under HS50 to 63
Source: WITS
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Key finding 1: CPTPP increases market access for
Textiles exporters, subject to the yarn-forward rule

CPTPP opens up access to Canada, Mexico and Peru
In 2019, Canada, Mexico and Peru imported USD27 billion worth of textiles products. All three countries
were net importers of Textiles and recorded a combined trade deficit of USD16 billion in 2019.
The largest import sources for Textiles for the 3 countries were China (32.7% of total Textiles imports in
2019) and the US (21.1% of total Textiles imports in 2019). Of the USD27 billion worth of imports,
approximately 54% were imports of apparel and clothing accessories.
Balance of trade in Textiles for Canada, Mexico and Peru (2019)

Note: Figures may not necessarily add up due to rounding. Textiles Sector consists of products under HS50 to 63
Source: WITS

78.8% of textiles products exported by Canada, Mexico and Peru in 2019 were to the US
The three countries exported a combined USD11.3 billion worth of Textiles products in 2019, out of which
78.8% were exported to the US.
Exports of Textiles by Canada, Mexico and Peru (2019)

TOTAL

Total Exports

Exports to the US

Share of US Exports

USD3.3 billion

USD2.4 billion

72.7%

USD6.6 billion

USD5.8 billion

87.9%

USD1.4 billion

USD0.7 billion

50.0%

USD11.3 billion

USD8.9 billion

78.8%

Source: WITS, PwC analysis
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Subject to meeting the yarn-forward rule, tariff elimination will increase the competitiveness of
Malaysia’s exports to Canada, Mexico and Peru, with potential for indirect access to the US
Malaysia currently faces import duties for 69.2% to
97.6% of Textiles tariff lines in Canada, Mexico and
Peru.

Dutiable Textiles tariff lines for Malaysia’s exports
to Canada, Mexico and Peru

Upon ratification and subject to meeting the
yarn-forward rule, tariffs for textiles and apparel will
reduce from a maximum of 18% for Canada, 30%
for Mexico and 17% for Peru to lower tariffs based
on the tariff elimination schedule for the respective
countries.
For example, elimination of tariffs on babies’
garments and clothing accessories which currently
attract duties up to 25%, would increase the
competitiveness of Malaysia’s exports of such
products to Mexico.

Country

Dutiable
HS6 Tariff
Lines

Total HS6
Tariff
Lines

% Share
of
Dutiable
Lines

Canada

155

224

69.2%

Mexico

122

125

97.6%

Peru

63

67

94.0%

Note: Data is based on latest available. For Canada and Peru, data is
for 2019. For Mexico, data is for 2018
Source: WITS

Textiles tariffs imposed by Canada, Mexico and
Peru

Malaysia’s Textiles exports to Canada, Mexico and
Peru can also benefit from indirect access to the
US market.

Country

MFN Tariff

Canada

0 - 18%

Mexico

0 - 30%

Canada, Mexico and Peru have FTAs with the US
and face zero tariffs for exports of Textiles
products. The US represented the largest export
destination of textiles products for the three
countries in 2019. These three countries exported
a combined USD8.9 billion worth of textiles
products to the US in 2019.

Peru

0 - 17%

Source: Annex 2-D: Canada Tariff Elimination Schedule, Annex 2-D:
Mexico Tariff Elimination Schedule, Annex 2-D: Peru Tariff Elimination
Schedule

Textiles tariffs imposed by the US on selected
import sources

Thus, the elimination of tariffs imposed on
Malaysia’s textiles products under the CPTPP
increases price competitiveness and delivers cost
savings. This can lead to increased demand and
greater inclusion of Malaysia’s Textiles inputs into
products produced by the three countries, for
export into the US.

Import Source

Tariff Imposed

Canada

0%

Mexico

0%

Peru

0%

Malaysia

0 - 32%

Note: Tariffs imposed by the US for imports from Canada and Mexico
are based on United States-Mexico-Canada Agreement tariff
schedules. Tariffs imposed by the US for imports from Peru and
Malaysia are based on WITS database in 2019
Source: WITS, USMCA

Cost-Benefit Analysis on the Potential Impacts of the CPTPP on the Malaysian Economy and Key Economic Sectors
103

Key finding 2: CPTPP can increase the attractiveness
of Malaysia for upstream Textiles investment

With Government support, Malaysia will be well placed to capture upstream Textiles investment
opportunities
Malaysia has an established Textiles Sector, whereby the upstream segment (e.g. spinning, weaving and
knitting) accounted for 51% of total sales value of the Sector in 2019. The availability of oil and gas as well
as local petrochemical production also provides Malaysia with a competitive advantage in the production of
synthetic fibers and fabrics. Key sector players in Malaysia include Ramatex, Recron and Penfabric. The
textiles goods produced in Malaysia are exported to various countries including CPTPP countries.
To qualify for preferential treatment under the yarn-forward rule, at least 90% of the total weight of materials
(e.g. yarn and fabrics) used in textiles goods must originate from CPTPP countries. The majority of textiles
goods must be produced in CPTPP countries from yarn forward. As such, the yarn-forward rule as a
pre-requisite for preferential treatment increases the attractiveness of investing in upstream activities in
Malaysia.
Total approved investment in the Textiles Sector has increased in 2020

Source: MIDA, PwC analysis

Given the existing sector ecosystem and local strengths, there is potential for Malaysia to capture greater
foreign and domestic investments in upstream activities. To realise such opportunities, Government support
is required in the form of:
•
•
•

Active targeting, promotion and prioritisation of upstream textiles investments
Development of industrial parks for textiles in traditional strongholds such as Batu Pahat, Johor
Technical and financial assistance and incentives for enhancement of supply chains
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Case example: Expansion in upstream Textiles activity

Diversification and expansion into high value upstream activities in Malaysia
As detailed in the previous study, in the lead up to the TPPA, one large sector player invested more than
RM600 million to double its monthly capacity for yarn and fabric production, and support expansion into
polyester yarn and higher value added functional textiles. When engaged, the sector player committed to over
RM1 billion of investment on top of existing upstream operating scale if Malaysia joined the TPPA.
Since then, the company has further diversified, with a recent RM197.3 million investment to expand its
existing facilities for the production of cotton yarn. This expansion has provided more than 200 job
opportunities.
Ratification of the CPTPP can further increase the attractiveness of Malaysia for high-value, innovative
investments in upstream textiles, which will develop Malaysia’s upstream capabilities and create new jobs.
Source: MIDA, PwC (2015) – Study on the Potential Economic Impact of TPPA on the Malaysian Economy and Selected Key Economic Sectors

Case example: Increase in upstream investments in Vietnam

Vietnam has attracted investments in upstream textiles in recent years
In 2019, more than 80% of FDI in the Textiles Sector in Vietnam consisted of projects for the manufacturing of
fabrics and other raw materials.
Recent examples of upstream investment in textiles in Vietnam include:
• A USD350 million investment by TAL, a Hong Kong-based company, for a new fabric plant in Thai Nguyen
province
• A USD500 million investment by Texhong, a Hong Kong-based company, to expand its yarn and fabric
production capacity in Quang Ninh province
Source: East Asia Forum, News articles
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Key finding 3: The Short Supply List creates
opportunities for the Textiles Sector to benefit from
the yarn-forward rule

The Short Supply List (SSL) of Products covers 187 materials which can be sourced from
non-CPTPP countries and still qualify for preferential treatment
CPTPP provisions include a Short Supply List (SSL) of Products, a list of 187 materials sourced from
non-CPTPP countries that can be used in the production of exports while still qualifying for preferential
treatment. Of the 187 materials, 179 are permanently on the list while the remaining eight materials will be
removed five years after the date of EIF of the Agreement (30 December 2018).
Examples of materials permanently on the SSL include:
•
•
•
•

Yarn of combed and carded cashmere
Velveteen fabrics
Various woven fabrics (e.g. woven fabrics of 85% or more of cotton)
Various knit fabrics (e.g. knit fabrics with 51 to 65% of cotton fibres)

Mainly, the Textiles Sector sources inputs from China and India. The potential accession of China to the
CPTPP would mean that sector players would be able to maintain all Chinese sourcing channels for inputs
and still qualify for preferential treatment when exporting textiles products to CPTPP countries. Improved
market access under the CPTPP may also create greater value chain integration between Malaysia and
China.
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Key finding 4: The compliance with Rules of Origin
requirements for Textiles Sector can be enhanced
through education, capacity building and technical
assistance
Some Sector players are concerned about the Rules of Origin requirements in the CPTPP
Some Sector players have raised concerns on application of Rules of Origin requirements and Product
Specific Rules as well as potential misinterpretation and misuse of the SSL.
Such concerns can be addressed through better understanding of the CPTPP provisions and technical
assistance in interpretation and application of Rules of Origin requirements.
Case example: Vietnamese SMEs gained knowledge on Rules of Origin requirements through training
provided by the Canadian Trade Facilitation Office
Fostering Inclusive and Sustainable Economic Growth: Making the CPTPP Work for
Vietnamese SMEs
The Canadian Trade Facilitation Office (TFO) sponsored and conducted a training project called ‘Fostering Inclusive
and Sustainable Economic Growth: Making the CPTPP Work for Vietnamese SMEs’ from July 2019 to January
2020.
Under this project, Vietnamese trade officials and sector representatives participated in trainer workshops which
enable them to train and educate Vietnamese SMEs on opportunities and challenges of CPTPP, with a focus on the
Canadian market and standards. In addition, selected SMEs, including those in the textiles and apparel sector,
received virtual one-on-one consultations which provided details regarding Rules of Origin requirements, Canadian
environmental, labour and social inclusion standards, as well as competitive export strategies.
Source: TFO Canada
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Machinery and Equipment Sector’s GDP has
experienced robust growth

Machinery and Equipment Sector represents 0.7% of Malaysia’s economy
The size of the Machinery and Equipment Sector was RM10.1 billion in 2019, accounting for 3.2% of the
manufacturing sector and 0.7% of Malaysia’s GDP. The Sector experienced an average growth rate of
5.0% between 2015 and 2019, slightly higher than the average growth rate of 4.9% for the Malaysian
economy as a whole. The Sector’s value add contribution represents approximately 28% of the gross
output of machinery and equipment products.
GDP contribution of the Machinery and Equipment Sector (2015 constant prices)

Note: Figures may not necessarily add up due to rounding
Source: DOSM

Machinery and Equipment exports account for 4.2% of Malaysia’s total exports
In 2019, Machinery and Equipment exports totalled RM41.6 billion. The Sector’s share of total exports
declined from 4.7% in 2015 to 4.2% in 2019. The Sector recorded an average growth rate of exports at
3.6% between 2015 and 2019, slower compared to the average growth rate of 6.6% for Malaysian exports
as a whole.
Malaysia’s total Machinery and Equipment exports
2015

2016

2017

2018

2019

Machinery and Equipment
exports (RM billion)

36.2

37.5

40.1

40.7

41.6

% share of total exports

4.7%

4.8%

4.3%

4.1%

4.2%

Other merchandise exports
(RM billion)

741.2

749.5

894.8

962.9

953.5

Note: Machinery and Equipment Sector consists of products under SITC 71, 72, 73 and 74
Source: DOSM

Cost-Benefit Analysis on the Potential Impacts of the CPTPP on the Malaysian Economy and Key Economic Sectors
108

Machinery and Equipment companies in Malaysia have
niche position as components manufacturers and
OEMs

Breakdown of Machinery and Equipment exports (2019)

Note: Machinery and Equipment Sector consists of products under SITC 71, 72, 73 and 74
Source: DOSM

Machinery and Equipment imports account for 8.2% of Malaysia’s total imports
Machinery and Equipment imports totalled RM69.6 billion in 2019. The Sector’s share of total imports
decreased from 8.7% in 2015 to 8.2% in 2019, driven by slower growth of Machinery and Equipment
imports.
Malaysia’s total Machinery and Equipment imports
2015

2016

2017

2018

2019

Machinery and Equipment
imports (RM billion)

59.4

65.1

78.6

73.8

69.6

% share of total imports

8.7%

9.3%

8.3%

7.3%

8.2%

Other merchandise imports
(RM billion)

626.4

633.6

757.8

806.0

779.8

Note: Machinery and Equipment Sector consists of products under SITC 71, 72, 73 and 74
Source: DOSM

Breakdown of Machinery and Equipment imports (2019)

Note: Machinery and Equipment Sector consists of products under SITC 71, 72, 73 and 74
Source: DOSM
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Machinery and Equipment Sector is both export-oriented and import reliant
The Machinery and Equipment Sector’s foreign value added share of gross exports decreased from 48.6%
in 2014 to 47.5% in 2018. The 47.5% share in 2018 is higher than ASEAN’s sector average of 46.4%. The
relatively high share indicates that the Machinery and Equipment Sector is reliant on imported inputs for
production.
Machinery and equipment’s foreign value added share of gross exports

Source: OECD

Malaysia is a net importer of Machinery and Equipment. The relatively high foreign value added share of
gross exports also indicates that the Sector is import reliant, and highly dependent on global value chains.
This reflects the Sector’s current composition, whereby Sector stakeholders have niches either as
manufacturers of components or Original Equipment Manufacturers (OEMs), and have yet to evolve into a
manufacturer of complete equipment.
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CPTPP countries account for about 31% of Malaysia’s
Machinery and Equipment exports

CPTPP countries account for 30.7% of Malaysia’s Machinery and Equipment exports
In 2019, the CPTPP countries accounted
for 30.7% of Malaysia’s Machinery and
Equipment exports, which faced tariffs
between 0 and 20%. Among the countries,
the major export destination was Singapore
(17.9% of total Machinery and Equipment
exports).
Other major export destinations include the
US (14.3% of total Machinery and
Equipment exports), Thailand (9.9% of total
Machinery and Equipment exports) and
China (7.2% of total Machinery and
Equipment exports), all of which are
non-CPTPP countries.

Machinery and Equipment export destinations (2019)

Note: Machinery and Equipment Sector consists of products under HS84 except
8401, 8402 and 8403
Source: WITS

Key machinery and equipment products exported to CPTPP countries in 2019 were automatic data
processing machines and parts
The key machinery and equipment products exported to CPTPP countries were automatic data processing
machines and parts (32.0% of total Machinery and Equipment exports) as well as parts and accessories for
automatic data processing machines, calculators (10.4% of total Machinery and Equipment exports).
Key export destinations for automatic data processing machines among the CPTPP countries were
Singapore (15.0% of total automatic data processing machines exports) and Australia (6.5% of total
automatic data processing machines exports).
Machinery and equipment products exported to CPTPP countries (2019)

Note: Machinery and Equipment Sector consists of products under HS84 except 8401, 8402, 8403
Source: WITS
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Malaysia sourced 19% machinery and equipment
products from CPTPP countries

CPTPP countries account for nearly a fifth of Malaysia’s Machinery and Equipment imports
In 2019, CPTPP countries accounted for a
combined 19.3% of Malaysia’s Machinery and
Equipment imports, behind China which
accounted for 33.7% of total Machinery and
Equipment imports. Malaysia’s imports for the
Sector faced duties between 0 and 35%.
Among the CPTPP countries, the major import
sources were Japan (9.5% of total Machinery
and Equipment imports) and Singapore (7.4%
of total Machinery and Equipment imports).
Besides the CPTPP countries and China, other
major import sources include the US (9.5% of
total Machinery and Equipment imports),
Thailand (7.4% of total Machinery and
Equipment imports) and Germany (6.2% of
total Machinery and Equipment imports).

Machinery and Equipment import sources (2019)

Note: Machinery and Equipment Sector consists of products under HS84
except 8401, 8402 and 8403
Source: WITS

Key machinery and equipment products imported from CPTPP countries in 2019 were machines and
mechanical appliances with individual functions and machines for manufacturing of E&E products
The key machinery and equipment products imported from CPTPP countries were machines and
mechanical appliances with individual functions (10.1% of total machinery and equipment imports) and
machines for manufacturing of E&E products such as semiconductors (9.6% of total machinery and
equipment imports).
The key import source for machines and mechanical appliances with individual functions (the major export
product) among the CPTPP countries was Japan (21.1% of total machines and mechanical appliances
imports).
Machinery and equipment products imported from CPTPP countries (2019)

Note: Machinery and Equipment Sector consists of products under HS84 except 8401, 8402 and 8403
Source: WITS
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Key finding 1: CPTPP opens up access to Canada,
Mexico and Peru, providing benefits for Machinery and
Equipment exporters

CPTPP opens up access to Canada, Mexico and Peru
In 2019, Canada, Mexico and Peru imported USD151 billion worth of machinery and equipment products.
All three countries were net importers of Machinery and Equipment and recorded a combined trade deficit of
USD37 billion in 2019.
The largest import sources for Machinery and Equipment for the 3 countries in 2019 were the US (41.2% of
total Machinery and Equipment imports) and China (20.7% of total Machinery and Equipment imports). Of
the USD151 billion worth of imports, approximately 13.4% were imports of automatic data processing
machines and parts thereof, Malaysia’s key export product.
Balance of trade in machinery and equipment for Canada, Mexico and Peru (2019)

Note: Figures may not necessarily add up due to rounding. Machinery and Equipment
Sector consists of products under HS84 except 8401, 8402 and 8403
Source: WITS

Tariff elimination will increase Malaysia’s export competitiveness in Canada, Mexico and Peru
Upon ratification and EIF of the CPTPP, tariffs for
Machinery and Equipment will reduce from a
maximum of 9.5% for Canada, 20% for Mexico
and 17% for Peru to lower tariffs based on the
tariff elimination schedule for the respective
countries.

Machinery and Equipment tariffs imposed by Canada,
Mexico and Peru

At present, Malaysia’s key export products in the
Machinery and Equipment Sector makes up
13.4% of total imports of the 3 countries.

Country

MFN Tariff

Canada

0 - 9.5%

Mexico

0 - 20%

Peru

0 - 17%

Source: Annex 2-D: Canada Tariff Elimination Schedule, Annex 2-D:
Mexico Tariff Elimination Schedule, Annex 2-D: Peru Tariff Elimination
Schedule

The elimination of tariffs is expected to increase
the price competitiveness of Malaysia’s
Machinery and Equipment exports to these
countries.
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Case example: The CPTPP opens up new trade markets and opportunities for Vostron Technology to be
globally innovative and competitive in the industrial test chamber industry

Vostron Technology Sdn Bhd (VTSB)
Founded in 2006, VTSB specialises in manufacturing, maintenance and calibration service of industrial test
chambers and ovens.

How VTSB has grown

VTSB’s business plans

VTSB started operations in 2006 in a rented
shoplot in Sungai Pinang, Penang. VTSB test
chambers, which vary from small benchtop
chambers to huge walk-in chambers, are widely
used for various applications such as IT,
electronics, aerospace, defence, scientific,
medical laboratories, as well as manufacturing
research and development.

To grow the company, VTSB plans to:
• Expand and strengthen its global export market
to the US and Europe
• Ensure consistent product quality compliant
with international standards
• Maintain its competitive pricing strategy
How VTSB can benefit from the CPTPP

Today, VTSB is a leading environmental test
chamber manufacturer in South East Asia with
market presence in Singapore, China, Thailand,
Vietnam, the US, Mexico, India and Hungary. As
at 2017, the company imported 70% of raw
materials and sourced the remaining 30% locally.

Benefit 1:
VTSB can benefit from lower tariffs when exporting
its products to CPTPP countries. This allows VTSB
products to become more price competitive as
CPTPP countries lower or eliminate tariffs. In
addition, with the CPTPP, VTSB can access new
markets such as Canada, Mexico and Peru, in line
with its global export market expansion strategy.
Benefit 2:
Due to VTSB’s high reliance on import of raw
materials, the CPTPP enables VTSB to benefit
from more options of sourcing materials in terms of
origin, quality and price which can benefit the
manufacturing of VTSB products and provide more
competitive pricing from design through end
product.

Source: SME Corp, Vostron Technology Sdn Bhd corporate website, News articles
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Case example: TTVISION can benefit from the CPTPP’s low tariffs that can allow penetration into new markets
and improved product offerings

TT Vision Holdings Berhad (TTVISION)
Established in 2001, TTVISION is involved in the development and manufacturing of machine vision
equipment, and provision of related products and services.

How TTVISION has grown

TTVISION’s business plans

TTVISION is a cutting-edge machine vision
manufacturer of products primarily used for the
inspection of optoelectronics (LEDs), solar
wafers and cells, discrete components and ICs
as well as vision guided robotic equipment.

To grow the company, TTVISION plans to:
• Increase its efforts to penetrate more markets
as it aims to ride on the growth of the
semiconductor sector
• In line with Industry 4.0, it aspires to innovate
and be at the forefront of the equipment
inspection industry

TTVISION customers comprise manufacturers
within the semiconductor sector whereby most of
the company’s equipment are used and
incorporated along the manufacturing processes
in the production of semiconductor components,
parts and devices such as optoelectronics
(LEDs), solar wafers and cells, discrete
components and ICs.

How TTVISION can benefit from the CPTPP
Benefit 1:
The CPTPP allows market access for TTVISION to
non-FTA countries such as Canada, Mexico and
Peru through elimination of tariffs imposed on
TTVISION’s exports. This may result in
TTVISION’s exports becoming more price
competitive. TTVISON can also benefit from the
ease of exporting to CPTPP countries through
streamlining of custom procedures and enhanced
transparency.

TTVISION currently exports its products to
Korea, Hong Kong SAR, Germany, China, the
Philippines, Singapore, Thailand, the US and
Japan.
Despite the pandemic, the company achieved an
increase in revenue of nearly two-fold from
RM24.9 million in 2020 to RM47.3 million in
2021.

Benefit 2:
TTVISION can benefit from the cooperation and
capacity building programmes availed by CPTPP
countries, including in areas such as Industry 4.0
which could further develop its product offering
and spur innovation.
Benefit 3:
TTVISION can take advantage of the CPTPP’s
stricter IP provisions, which will be critical should
the company decide to expand its operations and
invest in another CPTPP country.

Source: MATRADE, TT Vision Holdings Berhad corporate website
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Case example: The CPTPP presents opportunities for Galactic to collaborate with distributors in CPTPP
countries and expand into new markets

Galactic Advance Engineering (M) Sdn Bhd (Galactic)
Founded in 1998, Galactic specialises as a systems integrator and solution provider of industrial automation.

How Galactic has grown

Galactic’s business plans

Galactic has been, for the past two decades, the
leading systems integrator of choice and systems
solution provider in the field of industrial
automation for Siemens Simatic PLC S5, PLC
S7, Siemens Drives, Simatic WinCC HMI and
others.

To grow the company, Galactic plans to:
• Enter new markets through exclusive
distributors who will be working with local and
multinational manufacturers to adopt smart
factory solutions

In 2019, Galactic launched its smart factory
solution called GENiE, which is a cloud-based
process intelligence system that provides real
time information and predictive alerts using
artificial intelligence. Galactic has secured 53
domestic deployments of GENiE in a year.

How Galactic can benefit from the CPTPP
Benefit 1:
The Committee on SMEs under the CPTPP can
provide benefits to businesses such as Galactic
by:

Over the years, the company has expanded into
many countries in the Southeast Asian region,
namely Singapore, Indonesia, Thailand, Vietnam
and the Philippines.

• Providing a platform for collaboration with
foreign SME distributors to penetrate new
markets
• Enabling
information
sharing,
technical
assistance and capacity building on specific
areas such as Industry 4.0 and IP to further
develop its capabilities and drive innovation
Benefit 2:
As a solution provider, Galactic can leverage
CPTPP’s stringent IP provisions, which will be vital
in protecting the company’s innovation should it
decide to expand its operations and invest in
another CPTPP country.

Source: MATRADE, Galactic Advance Engineering (M) Sdn Bhd corporate website, News articles
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Key finding 2: The CPTPP includes provisions for
harmonisation and enhanced transparency of
non-tariff measures which will reduce unnecessary
technical barriers
Some Sector players are concerned that losses from the domestic market may outweigh gains from
increased market access if CPTPP countries continue to impose non-tariff barriers on Malaysian
exports
Some Sector players opined that CPTPP will reduce costs of Machinery and Equipment imports and
increase competition for domestic market. Although the CPTPP provides access to new markets such as
Canada, Mexico and Peru, some Sector players are concerned that the loss of domestic market may be
greater than the gains from new market access, mainly due to uneven reduction of non-tariff barriers. This is
because partner countries in existing FTAs have continued imposing substantial non-tariff barriers on
Malaysia’s Machinery and Equipment exports.
The CPTPP contains provisions to enhance transparency and information exchange regarding non-tariff
barriers, which include the following:
Each CPTPP country shall allow persons of another CPTPP country to participate in the development of
technical regulations, standards and conformity assessment procedures by its central government bodies
on terms no less favourable than those it accords to its own person
• A CPTPP country may request technical discussions with another CPTPP country on technical
regulations or conformity assessment procedures of regional or local governments, and the matter shall
be discussed within 60 days of the request
• The establishment of a Committee on Technical Barriers to Trade, composed of Government
representatives of each CPTPP country, which will:
○ Monitor the implementation and operation of provisions under Technical Barriers to Trade Chapter
○ Monitor any technical discussions on matters arising
•

Cost-Benefit Analysis on the Potential Impacts of the CPTPP on the Malaysian Economy and Key Economic Sectors
117

Chemicals Sector accounts for 10% of the
manufacturing sector’s GDP

Chemicals Sector represents 2.3% of the Malaysian economy
The size of the Chemicals Sector was RM32.1 billion in 2019, accounting for 10.2% of the manufacturing
sector and 2.3% of Malaysia’s GDP. The Sector recorded an average growth rate of 4.3% between 2015
and 2019, slightly lower than the average growth rate of 4.9% for the Malaysian economy as a whole. The
Sector’s value add contribution represents approximately 24% of the gross output of chemicals and
chemical products produced.
GDP contribution of the Chemicals Sector (2015 constant prices)

Note: Figures may not necessarily add up due to rounding
Source: DOSM

Chemicals exports account for 5.8% of Malaysia’s total exports
In 2019, Chemicals exports totalled RM57.5 billion. The Sector’s share of total exports increased from 5.1%
in 2015 to 5.8% in 2019. This occurred due to the high rate of growth for Chemicals exports averaging
10.2% between 2015 and 2019.
Malaysia’s total Chemicals exports
2015

2016

2017

2018

2019

Chemicals exports (RM billion)

39.4

41.4

47.1

57.7

57.5

% share of total exports

5.1%

5.3%

5.0%

5.8%

5.8%

Other merchandise exports
(RM billion)

738.0

745.6

887.8

945.9

937.6

Note: Chemicals Sector consists of selected products under SITC 51, 52, 54, 55 and 59 as well as all products under SITC 53, 56 and 57
Source: DOSM
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Malaysia is a net importer of Chemicals

Breakdown of Chemicals exports (2019)

Source: DOSM

Chemicals imports account for 9.6% of Malaysia’s total imports
Chemicals imports totalled RM81.6 billion in 2019. Chemicals’ share of total imports increased from 9.0% in
2015 to 9.6% in 2019. This was mainly driven by growth of Chemicals imports averaging 7.6% between
2015 and 2019.
Malaysia’s total Chemicals imports
2015

2016

2017

2018

2019

Chemicals imports (RM billion)

61.4

63.8

74.5

82.9

81.6

% share of total imports

9.0%

9.1%

8.9%

9.4%

9.6%

Other merchandise imports
(RM billion)

624.4

634.9

761.9

796.9

767.8

Note: Chemicals Sector consists of selected products under SITC 51, 52, 54, 55 and 59 as well as all products under SITC 53, 56 and 57
Source: DOSM

Breakdown of Chemicals imports (2019)

Source: DOSM
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Malaysia imports higher value added specialty
chemicals

Chemicals Sector is reliant on imports of high value added specialty chemicals
The local Chemicals Sector is still reliant on imported inputs for production. The Chemicals and
Pharmaceutical Products Sector’s foreign value added share of gross exports decreased from 40.0% in
2014 to 36.9% in 2018. Although the share is decreasing, it remains higher than ASEAN’s sector average
of 30.0% (as of 2018).
Chemicals and pharmaceutical products’ foreign value added share of gross exports

Source: OECD

The relatively high foreign value added share of gross exports and high export and import values indicate
that the Sector is both export-oriented and import reliant. Hence, this Sector is highly linked to global value
chains.
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CPTPP countries account for almost 22% of
Malaysia’s Chemicals exports

CPTPP countries account for more than one fifth of Malaysia’s total Chemicals exports
In 2019, the CPTPP countries accounted
for 21.5% (RM11.0 billion) of Malaysia’s
Chemicals exports, which faced tariffs
between 0 and 270%. Among the
countries, the major export destinations
were Singapore (8.4% of total Chemicals
exports), Japan (5.0% of total Chemicals
exports) and Vietnam (4.2% of total
Chemical exports).
Other major export destinations include
China (19.4% of total Chemicals exports),
Indonesia (7.6% of total Chemicals
exports) and Thailand (7.3% of total
Chemicals exports) among others, all of
which are non-CPTPP countries.

Chemicals export destinations (2019)

Note: Chemicals Sector consists of products under HS28, 29 and 31 to 38
Source: WITS

Key chemicals products exported to CPTPP countries in 2019 were organic and inorganic
chemicals
The key chemicals products exported to CPTPP countries were organic chemicals (27.2% of total
Chemicals exports) and inorganic chemicals (11.7% of total Chemicals exports).
Key export destinations for organic chemicals (the major export product) among the CPTPP countries were
Singapore (7.5% of total organic chemicals exports) and Japan (5.4% of total organic chemicals exports).
Chemicals products exported to CPTPP countries (2019)

Note: Chemicals Sector consists of products under HS28, 29 and 31 to 38
Source: WITS
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Malaysia sourced 22% of Chemicals from CPTPP
countries

CPTPP countries account for more than one fifth of Malaysia’s total Chemicals imports
In 2019, CPTPP countries accounted for 22.1%
(RM12.6 billion) of Malaysia’s Chemicals
imports. Malaysia’s imports for the Sector faced
duties between 0 and 50%. Among the CPTPP
countries, the major import sources were
Singapore (9.0% of total Chemicals imports)
and Japan (7.2% of total Chemicals imports).

Chemicals import sources (2019)

Besides the CPTPP countries, other major
import sources include China (21.0% of total
Chemicals imports), the US (7.7% of total
Chemicals imports), Indonesia (7.5% of total
Chemicals imports) and Thailand (7.1% of total
Chemicals imports).

Note: Chemicals Sector consists of products under HS28, 29 and 31 to 38
Source: WITS

Key chemicals products imported from CPTPP countries in 2019 were organic and inorganic
chemicals
The key chemicals products imported from CPTPP countries were organic chemicals (25.8% of total
Chemicals imports) and inorganic chemicals (20.2% of total Chemicals imports).
Key import sources for organic chemicals among the CPTPP countries were Singapore (14.8% of total
organic chemicals imports) and Japan (5.2% of total organic chemicals imports).
Chemicals products imported from CPTPP countries (2019)

Note: Chemicals Sector consists of products under HS28, 29 and 31 to 38
Source: WITS, PwC analysis
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Key finding 1: CPTPP opens up access to Canada,
Mexico and Peru, providing benefits for Chemicals
exporters

CPTPP opens up access to Canada, Mexico and Peru
In 2019, Canada, Mexico and Peru
imported USD57 billion worth of
chemicals and chemical products.
This represented approximately 4%
of total global Chemicals imports.
All three countries recorded trade
deficits in Chemicals, with Mexico
recording the largest trade deficit at
USD17 billion, followed by Canada at
USD8 billion and Peru at USD3
billion.

Balance of trade in Chemicals for Canada, Mexico and Peru (2019)

Note: Figures may not necessarily add up due to rounding. Chemicals Sector consists of
products under HS28, 29 and 31 to 38
Source: WITS

The US contributed to the majority of Chemicals imported into Canada and Mexico in 2019:
•
•

58.8% of total imports for Canada
55.4% of total imports for Mexico

Chemicals import source for Canada, Mexico and Peru (2019)

Source: WITS

The US is one of the world’s largest exporters of Chemicals, and has a competitive advantage in the
production of both basic and commodity chemicals as well as specialty chemicals. This is due to vast
availability of low cost feedstock (i.e. natural gas) and being home to multinational chemical companies
such as DuPont. The US also has FTAs with all three countries, notably the United States-Mexico-Canada
Agreement. As such, it is likely that the US will remain the main import source of chemicals and chemical
products for Canada and Mexico. However, there are opportunities for Malaysian companies to increase
exports to Canada, Mexico and Peru given increased price competitiveness following elimination of tariffs
of up to 270% under the CPTPP.
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Chemicals tariffs imposed by Canada, Mexico and Peru
Country

MFN Tariff

Canada

0 - 270%

Mexico

0 - 30%

Peru

0 - 9%

Source: Annex 2-D: Canada Tariff Elimination Schedule, Annex 2-D: Mexico Tariff
Elimination Schedule, Annex 2-D: Peru Tariff Elimination Schedule
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Key finding 2: CPTPP can increase investment
attractiveness of Malaysia and spur development
of local capabilities in specialty chemicals with
potential to reduce trade deficit
Malaysia has a trade deficit in Chemicals, primarily due to imports of higher value added specialty
chemicals
The Chemicals Sector in Malaysia is primarily focused on production of basic and commodity chemicals. As
such, industrial consumers are heavily reliant on imported higher value added, specialty chemicals to
produce final products.
Despite strong encouragement by the Government to move up the value chain and produce specialty
chemicals, existing producers have been hampered by talent shortage and lack of expertise. Specialty
chemicals investment is capital and knowledge intensive, with long payback periods.
Chemicals Sector value chain
Feedstock

Basic and
Commodity
Chemicals

Organic
feedstock
e.g.
naphtha

Organic
chemicals e.g.
olefins

Inorganic
feedstock
e.g.
minerals

Inorganic
chemicals e.g.
sulfur, industrial
gas

Intermediate
Chemicals

Specialty
Chemicals

End Products

Oils

Coatings,
printing inks

Packaging

Pigments
and dyes

Advanced
polymer,
adhesives
and
sealants

Starches
and glues

Electronics
Pharmaceutical
products

Primary focus area
for Malaysia

CPTPP is expected to increase attractiveness of Malaysia’s investment ecosystem for specialty
chemicals, spurring development of local capabilities and potentially reducing the existing trade
deficit
CPTPP is expected to increase Malaysia’s attractiveness as an investment destination for specialty
chemicals by:
•
•
•

Establishing high standards of protection for investors
Increasing market access to CPTPP countries
Further strengthening Malaysia’s current competitive advantage of feedstock availability and strong end
consumer demand from the Chemicals Sector due to the preferential treatment accorded by the CPTPP
countries

Given the talent shortage, intensive capital requirements and lack of expertise among existing chemical
producers, foreign investments are necessary in order to enable domestic sector to move up the value
chain and produce specialty chemicals.
Foreign investments into specialty chemicals will also provide domestic producers with knowledge transfer
opportunities, spurring development of local capabilities and potentially reducing Malaysia’s trade deficit in
Chemicals.
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Oil and Gas (O&G) Sector is significant to Malaysia’s
economy as it has linkages to multiple economic
sectors

O&G Sector represents 9.3% of the Malaysian economy
The size of the O&G Sector was RM132.1 billion in 2019, accounting for 9.3% of Malaysia’s GDP. The
Sector’s share of GDP declined from 11.0% in 2015 to 9.3% in 2019. The Sector also experienced marginal
growth rate of 0.4% between 2015 and 2019. The Sector’s value add contribution represents approximately
52% of the gross output of crude oil and condensate, natural gas and refined petroleum products produced.
GDP contribution of the O&G Sector (2015 constant prices)

Note: O&G Sector refers to upstream mining activities for crude oil and condensate and natural gas as well as downstream manufacturing of refined
petroleum products. GDP contribution does not include downstream retail, marketing and sales activities
Source: DOSM

O&G exports account for 14.4% of Malaysia’s total exports
In 2019, O&G exports totalled RM143.1 billion. The Sector’s share of total exports declined from 16.2% in
2015 to 14.4% in 2019. The Sector’s exports recorded an average growth rate of 4.5% between 2015 and
2019, slower compared to the 6.6% average growth for Malaysian exports as a whole.
Malaysia’s total O&G exports
2015

2016

2017

2018

2019

O&G exports (RM billion)

125.8

110.9

143.4

156.7

143.1

% share of total exports

16.2%

14.0%

15.3%

15.6%

14.4%

Other merchandise exports
(RM billion)

651.5

676.1

791.5

846.9

852.0

Note: O&G Sector consists of products under SITC 333, 334, 335, 342, 343 and 344
Source: DOSM
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Malaysia has a trade surplus in O&G, reflective of
Malaysia’s status as a key O&G producer

Breakdown of O&G exports (2019)

Note: O&G Sector consists of products under SITC 333, 334, 335, 342, 343 and 344
Source: DOSM

O&G imports account for 12.9% of Malaysia’s total imports
O&G imports totalled RM109.8 billion in 2019. The Sector’s share of total imports increased from 11.6% in
2015 to 12.9% in 2019, driven by an increase in crude petroleum imports.
Malaysia’s total O&G imports
2015

2016

2017

2018

2019

79.6

65.9

95.0

111.8

109.8

% share of total imports

11.6%

9.4%

11.4%

12.7%

12.9%

Other merchandise imports
(RM billion)

606.2

632.8

741.4

768.0

739.6

O&G imports (RM billion)

Note: O&G Sector consists of products under SITC 333, 334, 335, 342, 343 and 344
Source: DOSM

Breakdown of O&G imports (2019)

Note: O&G Sector consists of products under SITC 333, 334, 335, 342, 343 and 344
Source: DOSM
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Both mining and manufacturing activities in the O&G Sector are export-oriented, with relatively low
import reliance
The foreign value added share of gross exports for mining of crude oil and natural gas increased between
2014 and 2018, from 5.3% to 7.6%. This was accompanied by a decline in the foreign value added share
for manufacturing of refined petroleum products from 31.5% in 2014 to 22.7% in 2018. The share for mining
activities and refined petroleum products is lower than ASEAN’s average of 18.3% and 51.3% respectively.
This reflects Malaysia’s status as a key O&G producer and PETRONAS’ presence in both upstream and
downstream activities.
Mining and quarrying’s foreign value added share of gross exports

Note: Mining and Quarrying Sector covers upstream mining activities for O&G products such as crude oil, condensate and natural gas
Source: OECD

Coke and refined petroleum products’ foreign value added share of gross exports

Source: OECD
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CPTPP countries account for 45% of Malaysia’s O&G
exports

CPTPP countries account for nearly half of Malaysia’s total O&G exports
In 2019, CPTPP countries accounted for
44.9% (RM62.2 billion) of Malaysia’s O&G
exports, which faced tariffs between 0 and
12.5%. Among the countries, major export
destinations were Singapore (16.8% of
total O&G exports) and Japan, (13.1% of
total O&G exports).
Other major exports destinations include
China (12.0% of total O&G exports),
Thailand (7.1% of total O&G exports),
Korea (6.3% of total O&G exports), India
(6.1% of total O&G exports) and Indonesia
(4.4% of total O&G exports), all of which
are non-CPTPP countries.

O&G export destinations (2019)

Note: O&G Sector consists of products under HS2709 to 2714
Source: WITS

Key O&G products exported to CPTPP countries in 2019 were crude and non-crude petroleum oils
as well as oils from bituminous materials
The key O&G products exported to
CPTPP countries were crude and
non-crude petroleum oils as well as oils
from bituminous material (69.2% of total
O&G exports), of which non-crude oils
represent 45.8% of total O&G exports.
Key export destinations for petroleum oils
and oils from bituminous material, other
than crude (e.g. gasoline, refined
petroleum products, topped or enriched
crudes) among the CPTPP countries were
Singapore (27.2% of total petroleum oil
and oils from bituminous material exports),
Vietnam (9.9% of total petroleum oil and
oils from bituminous material exports) and
Australia (7.5% of total petroleum oil and
oils from bituminous material exports).

O&G products exported to CPTPP countries (2019)

Note: O&G Sector consists of products under HS2709 to 2714
Source: WITS
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Malaysia sourced 37% of O&G from CPTPP
countries

CPTPP countries account for more than a third of Malaysia’s total O&G imports
In 2019, CPTPP countries accounted for a
combined 36.9% (RM40.1 billion) of
Malaysia’s O&G imports. Malaysia’s
imports for the Sector faced duties
between 0 and 5%. Among the CPTPP
countries, major import sources were
Singapore (26.8% of total O&G imports),
which was also Malaysia’s largest single
import source and Australia (5.7% of total
O&G imports).
Besides the CPTPP countries, other major
import sources include Saudi Arabia
(10.8% of total O&G imports), the United
Arab Emirates (UAE) (8.9% of total O&G
imports), Korea (6.4% of total O&G
imports) and India (4.9% of total O&G
imports).

O&G import sources (2019)

Note: O&G Sector consists of products under HS2709 to 2714
Source: WITS

Key O&G products imported from CPTPP countries in 2019 were non-crude petroleum oils and oils
from bituminous material
The key O&G products imported from
CPTPP
countries
were
non-crude
petroleum oils and oils from bituminous
material (76.1% of total O&G imports).
Examples of such non-crude oils include
gasoline, refined petroleum products and
topped or enriched crudes.
Key import source for petroleum oils and
oils from bituminous material, other than
crude was Singapore (39.0% of total
petroleum oils and oils from bituminous
material imports), which was also
Malaysia’s largest single import source for
non-crude petroleum oils and oils from
bituminous material.

O&G products imported from CPTPP countries (2019)

Note: O&G Sector consists of products under HS2709 to 2714
Source: WITS
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Key finding 1: CPTPP will enable potential expansion
of exports into Chile, Japan, Mexico and Vietnam

Chile, Japan, Mexico and Vietnam are net importers of O&G products
In 2019, Malaysia’s key export destinations were Singapore (16.8% of total O&G exports), Japan (13.1% of
total O&G exports), China (12.0% of total O&G exports), Australia (8.7% of total O&G exports), Thailand
(7.1% of total O&G exports), Korea (6.3% of total O&G exports) and India (6.1% of total O&G exports).
Malaysia enjoys trade surplus with these countries, all of which are located in the Asia Pacific region.
Among the CPTPP countries, Chile, Japan, Mexico and Vietnam imported USD192 billion worth of O&G
products in 2019. This represented 9.2% of global O&G imports. All four countries were net importers of
O&G products and recorded a combined trade deficit of USD152 billion. The largest import source for O&G
products for Chile and Mexico was the US (48.6% and 91.7% of the respective country’s total O&G products
imports). As for Japan, the largest import source for O&G products was Saudi Arabia (20.3% of total O&G
products imports) while Vietnam’s largest import source was Kuwait (31.0% of total O&G products imports).
Balance of trade in O&G products for Chile, Japan, Mexico and Vietnam (2019)

Note: O&G Sector consists of products under HS2709 to 2714
Source: WITS

Tariff elimination will increase Malaysia’s export competitiveness in Chile, Japan, Mexico and
Vietnam
Upon ratification and EIF of the CPTPP,
tariffs for O&G products will be reduced from
a maximum of 6% for Chile, 7.9% for Japan,
5% for Mexico and 20% for Vietnam to lower
tariffs based on the tariff elimination
schedule for the respective countries.
Elimination of tariffs is expected to increase
the price competitiveness of Malaysia’s O&G
exports. In addition, tariff elimination by
Chile, Japan, Mexico and Vietnam will
enable Malaysia to potentially expand
exports of O&G products in these countries.

O&G tariffs imposed by Chile, Japan, Mexico and Vietnam
Country

MFN Tariff

Chile

6%

Japan

0 - 7.9%

Mexico

0 - 5%

Vietnam

0 - 20%

Source: Annex 2-D: Chile Tariff Elimination Schedule, Annex 2-D: Japan
Tariff Elimination Schedule, Annex 2-D: Mexico Tariff Elimination Schedule,
Annex 2-D: Vietnam Tariff Elimination Schedule
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Key finding 2: PETRONAS preserves its rights
under PDA 1974, but domestic Oil and Gas Services and
Equipment (OGSE) companies can expect to face
greater competition for contracts
Petroliam Nasional Berhad (PETRONAS) preserves its rights under PDA 1974 which will allow
PETRONAS to continue its role of developing the domestic O&G Sector
The CPTPP preserves PETRONAS’ most critical rights under the Petroleum Development Act (PDA) 1974,
including:
The entire ownership of, and the exclusive rights to, explore, exploit and obtain hydrocarbon resources
from both onshore or offshore of Malaysia
• Preservation of PETRONAS’ sole and discretionary right to determine how contractual arrangements are
awarded to foreign participants
•

PETRONAS is able to accord preferences to local companies in its purchase of goods or services in
upstream activities in the territory of Malaysia except for these 12 goods and services:
•
•
•
•
•
•
•
•
•
•
•
•

Seismic Data Acquisition
Directional Drilling Services, Gyro While Drilling Services, Measurement While Drilling Services and
Logging While Drilling Services
Cementing Related Services
Gas Turbines and Related Maintenance and Repair Services
Control Valve Services
Oil Country Tubular Goods
Induction Motors Services
Distributed Control System (DCS) Services
Transformer Services
Structural Steel
Linepipes
Process Pipes

It is noted that there is existing foreign participation within these 12 goods and services. Between 2017 and
2020, an average of 24% of the total annual spend in these goods and services was awarded to wholly
foreign-owned companies, and 63% was awarded to locally incorporated foreign companies (with foreign
equity ownership ranging between 30% and 70%).
PETRONAS is allowed to preserve its most critical rights and Malaysia has committed to the following:
Domestic preferential treatment for upstream activities in Malaysia (other than the 12 listed above) will
be capped at 40% of annual budget for purchases of goods and services, by the sixth year of EIF of the
CPTPP for Malaysia
• Binding mode of entry for foreign participants and bind the current local equity and senior management
and board of directors requirements in the existing Standardised Work and Equipment Categories
(SWEC) for the upstream sector
• The Prime Minister’s regulatory powers under PDA 1974 are recognised and included in Malaysia’s
Annex I of CPTPP
•
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Key finding 3: Impacts from liberalisation could be
mitigated by effective implementation of national
policy initiatives

Domestic companies can expect to face increased competition, but impacts could be mitigated by
effective implementation of initiatives
Under the CPTPP, PETRONAS is allowed to provide domestic preferential treatment in upstream activities,
which will be capped at 40% of its annual budget for purchases in the sixth year of EIF of the CPTPP for
Malaysia (except for goods and services of the 12 liberalised sectors). For downstream activities,
PETRONAS is able to provide preferential treatment of up to 40% of its annual budget for purchases to
Bumiputera, SMEs, Sabah and Sarawak vendors upon ratification and EIF of the CPTPP. However, it is
important to note that contracts that are awarded to local companies based on merit are not considered as
preferential treatment.
While the commitments under the CPTPP would increase competition for domestic companies, initiatives
under the National OGSE Industry Blueprint 2021-2030, the expansion of the Vendor Development
Programme (VDP) comprising the VDPx and VDP InnoTech, as well as the gradual imposition of domestic
preferential treatment caps will provide domestic companies with the time and resources required to
upgrade and improve their competitiveness.

National OGSE Industry Blueprint 2021-2030

Expansion of PETRONAS’ VDP
(i.e. VDPx & VDP InnoTech)

Initiatives include:
• Establishment of
applied
R&D
centres
• Tech
adoption
financing,
tech
deductions and
tariff waivers

Under VDPx, which was launched in 2018,
PETRONAS collaborates with other major sector
players to replicate the VDP for development of
more local vendors
Subsequently, the VDP InnoTech was launched,
which aims to promote and nurture Bumiputera
SMEs for innovation, technology advancement and
IP ownership
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Key finding 4: With the CPTPP, domestic companies
could develop new capabilities through knowledge
transfer from Canada, a global innovator in oil and gas
equipment
Domestic companies could benefit from cooperation and capacity building activities under the
CPTPP with countries such as Canada, a global innovator in equipment supporting the exploration,
extraction, and processing of hydrocarbon reserves
The Cooperation and Capacity Building Chapter aims to maximise the benefits of the CPTPP. The Chapter
also ensures better compliance among the CPTPP countries by promoting and facilitating cooperation as
well as capacity building activities through:
The establishment of new mechanisms e.g. dialogues, workshops, conferences, collaborative
programmes, technical assistance activities, sharing of best practices on policies and procedures as well
as exchange of experts, information and technology
• Establishment of a Committee on Cooperation and Capacity Building composed of government
representatives of each CPTPP country that will facilitate exchange of information, consider proposals
for cooperation and capacity building and undertake mutually beneficial collaboration
•

Areas where CPTPP countries can undertake cooperation and capacity building include (but are not limited
to):
•
•
•

Agricultural, industrial and services sectors
Promotion of education, culture and gender equality
Disaster risk management

As the O&G Sector falls under industrial and services sectors, there is potential to leverage on the
cooperation and capacity building provisions to further develop domestic companies, particularly SMEs
within the Sector, by cooperating and learning from countries with an advanced O&G Sector such as
Canada.
Canada is a global innovator in equipment supporting the exploration, extraction and
processing of hydrocarbon reserves
In 2020, Canada was the fourth largest oil producer
in the world, producing 6% of the world’s total oil
production.

Examples of technologies developed by Canadian
O&G Sector companies:
• Machine-to-machine (M2M) and remote sensing

As one of the world’s largest oil producers, Canada
has a robust R&D community supporting the Sector
and is a global innovator in equipment supporting
the exploration, extraction and processing of
hydrocarbon reserves, both onshore and offshore.

technology to monitor and measure O&G fields
• Technology to produce pure distilled water from

wastewater generated by O&G operations
• Solutions for 3D earth mapping, modelling and

data management for the O&G Sector

Source: Invest in Canada, International Energy Statistics
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Case example: The low tariffs offered by CPTPP present opportunities for Gibson Oil to expand its global
footprint

Gibson Oil Sdn Bhd
Founded in 1992, Gibson Oil is Malaysia’s first independent lubricant oil exploration and production
company.
How Gibson Oil has grown

Gibson Oil’s business plans

Since 1992, Gibson Oil has grown to supply
more than hundreds of automotive and consumer
specialty products, including motor oils, gear oils,
assembly lubes, soluble cutting oil, brake fluid,
coolant, fuel additives, and its popular
anti-friction additives, to serve customers in a
variety of industries throughout the world.

Gibson Oil plans to continue expanding its
footprint in the export market by providing fair
and competitive prices as well as quality service.

With its unique Swedish lubricant technology, the
company offers a broad range of commercial
lubricants formulated from the finest quality base
oils and additives to meet the wide range of
today’s demanding performance requirements.

Benefit 1:
Gibson Oil is able to leverage the elimination of
tariffs when exporting its products to Chile,
Japan, Mexico and Vietnam. As these countries
eliminate tariffs, Gibson Oil’s product prices will
become increasingly competitive.

How Gibson Oil can benefit from the CPTPP

The company’s industry lubricant oil and grease
delivery services cover the whole of Malaysia
and have been expanded to South East Asia, the
Pacific Islands, as well as China.

Benefit 2:
The CPTPP presents possibilities for Gibson Oil
to be part of the global value chain. This aligns
with Gibson Oil’s plan to expand its export
network. Gibson Oil has the opportunity to gain
customers in new markets from its competitive
price due to low to zero tariffs when exporting its
products to other CPTPP countries.

Source: SME Corp, MATRADE, Gibson Oil Sdn Bhd corporate website
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Plastics Sector accounts for 3% of the manufacturing
sector’s GDP

Plastics Sector represents nearly 1% of the Malaysian economy
The size of the Plastics Sector was RM10.3 billion in 2019, accounting for 3.2% of the manufacturing sector
and 0.72% of Malaysia’s GDP. The Sector recorded an average growth rate of 3.4% between 2015 and
2019. The Sector’s value add contribution represents approximately 28% of the gross output of plastics
products produced.
GDP contribution of the Plastics Sector (2015 constant prices)

Source: DOSM

Plastics exports account for 3.1% of Malaysia’s total exports
In 2019, Plastics (primary and non-primary plastics) exports totalled RM31.3 billion. The Sector’s share of
exports increased from 2.6% in 2015 to 3.1% in 2019. This was driven by growth in exports of Plastics in
primary forms, which grew at an average growth rate of 14.4% between 2015 and 2019.
Malaysia’s total Plastics (primary and non-primary plastics) exports
2015

2016

2017

2018

2019

Plastics exports (RM billion)

20.2

21.0

24.1

30.1

31.3

% share of total exports

2.6%

2.7%

2.6%

3.0%

3.1%

Other merchandise exports
(RM billion)

757.2

766.0

910.8

973.5

963.7

Note: Plastics Sector consists of products under SITC 57 and 58
Source: DOSM
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Non-primary plastics manufacturers in Malaysia rely
on imports of primary plastics to meet domestic
production demand

Breakdown of Plastics exports (2019)

Note: Plastics Sector consists of products under SITC 57 and 58
Source: DOSM

Plastics imports account for 3.7% of Malaysia’s total imports
Plastics (primary and non-primary plastics) imports totalled RM31.6 billion in 2019. Between 2015 and
2019, primary and non-primary plastics’ share of total imports increased from 3.2% to 3.7%. This is driven
by growth in both imports of plastics in primary and non-primary forms.
Malaysia’s total Plastics (primary and non-primary plastics) imports
2015

2016

2017

2018

2019

Plastics imports (RM billion)

22.2

23.9

27.6

30.5

31.6

% share of total imports

3.2%

3.4%

3.3%

3.5%

3.7%

Other merchandise imports
(RM billion)

663.6

674.8

808.8

849.3

817.8

Note: Plastics Sector consists of products under SITC 57 and 58
Source: DOSM

Breakdown of Plastics imports (2019)

Note: Plastics Sector consists of products under SITC 57 and 58
Source: DOSM
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Rubber and plastic products rely on imports of raw materials to produce plastic resins
Rubber and plastic products’ foreign value added share of gross exports declined from 41.8% in 2014 to
40.7% in 2018. The share, however, remains higher than ASEAN’s sector average of 33.0%, indicating that
local rubber and plastic products remain reliant on imported inputs for production.
Rubber and plastic products’ foreign value added share of gross exports

Source: OECD

The high foreign value added share of gross exports indicates that rubber and plastic products are
dependent on imports from global value chains. This reflects the current Sector structure, whereby
non-primary plastics manufacturers are dependent on imports of primary plastics, due to insufficient
domestic production of primary plastics.
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CPTPP countries account for 28% of Malaysia’s
Plastics exports

CPTPP countries account for more than a quarter of Malaysia’s total Plastics exports
In 2019, the CPTPP countries accounted for
28.2% (RM11.2 billion) of Malaysia’s Plastics
exports, which faced tariffs between 0 and
15%. Among the countries, the major export
destinations were Singapore (8.7% of total
Plastics exports), Japan (7.4% of total
Plastics exports) and Vietnam (7.2% of total
Plastics exports).
Other major export destinations include
China (28.7% of total Plastics exports),
Indonesia (9.4% of total Plastics exports),
Thailand (6.9% of total Plastics exports) and
the US (4.4% of total Plastics exports), all of
which are non-CPTPP countries.

Plastics export destinations (2019)

Note: Plastics Sector consists of products under HS39
Source: WITS

Key plastics products exported to CPTPP countries in 2019 were plates, sheets, film coil and strip
of plastics as well as articles for conveyance and packaging of goods
The key plastics products exported to CPTPP countries were plates, sheets, film coil and strips of plastic
(22.4% of total Plastics exports) and articles for conveyance and packaging of goods (17.2% of total
Plastics exports). Both products are plastics in non-primary forms.
Key export destination for plates, sheets, film, coil and strip of plastics among the CPTPP countries was
Japan (18.9% of total plates, sheets, film, coil and strip of plastics exports).
Plastics products exported to CPTPP countries (2019)

Note: Plastics Sector consists of products under HS39
Source: WITS
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Malaysia sourced 22% of Plastics from CPTPP
countries

CPTPP countries account for more than one fifth of Malaysia’s total Plastics imports
In 2019, CPTPP countries accounted for a
combined 22.2% (RM8.2 billion) of
Malaysia’s Plastics imports. Malaysia’s
imports for the Sector faced tariffs between 0
and 30%. Among the CPTPP countries, the
major import sources were Japan (10.0% of
total Plastics imports) and Singapore (9.7%
of total Plastics imports).
Besides the CPTPP countries, other major
import sources include China (19.8% of total
Plastics imports), Saudi Arabia (15.3% of
total Plastics imports), Thailand (5.6% of
total Plastics imports) and Korea (5.1% of
total Plastics imports).

Plastics import sources (2019)

Note: Plastics Sector consists of products under HS39
Source: WITS

Key plastics products imported from CPTPP countries in 2019 were primary plastics such as
polymers of ethylene, polyacetals and others
The key plastics products imported from CPTPP countries were primary plastics (64.3% of total Plastics
imports), of which majority were polyacetals, other polyethers and epoxide resins in primary forms (15.7%
of total Plastics imports) and polymers of ethylene (15.5% of total Plastics imports).
Key import sources for primary plastics among the CPTPP countries were Singapore (11.2% of total
primary plastics imports) and Japan (8.3% of total primary plastics imports).
Plastics products imported from CPTPP countries (2019)

Note: Plastics Sector consists of products under HS39
Source: WITS
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Key finding 1: CPTPP can widen sourcing channels
for raw materials at competitive prices, which will
benefit importers in the Plastics Sector

Primary plastics, such as polyacetals, polymers of ethylene, propylene, styrene and vinyl chloride are key
raw materials for non-primary plastics production. This includes products for packaging, building and
construction as well as automotives.
In 2019, CPTPP countries represent 21.4% of Malaysia’s imports of primary plastics, of which major
sources were Singapore (11.2% of total primary plastics imports) and Japan (8.3% of total primary plastics
imports).
Imports of primary and non-primary plastics

Source: DOSM, PwC analysis

Demand for non-primary plastics is expected to rise in the coming years, driven by greater demand for food
and beverage packaging and growing applications in the Construction Sector. As such, non-primary plastics
manufacturers are expected to continue relying on imports of primary plastics to meet domestic demand.
The abolishment of import duties is expected to reduce the cost of primary plastics. This is also expected to
alleviate cost pressures faced by non-primary plastics manufacturers in recent years due to:
•
•
•

10% increase in primary plastics
17% increase in electricity tariffs
40% increase in direct labour costs as a result of the minimum wage policy and the corresponding
increment which came into force on February 1, 2020
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Import duties for major primary plastics products from CPTPP countries
Product

MFN Tariff

All primary plastics products1

0 - 20%

Major primary plastics products2:
Polyacetals, other polyethers and epoxide resins

0 - 15%

Polymers of ethylene, in primary forms

0 - 10%

Polymers of propylene or of other olefins, in primary
forms

0 - 10%

Polymers of styrene, in primary forms

0 - 10%

Note:
1
All primary plastics products include products under HS3901 to 3914. Classification may differ from DOSM’s
classification
2
Major primary plastics products are based on Malaysia’s imports from CPTPP countries in 2019
Source: Annex 2-D: Malaysia Tariff Elimination Schedule

Example:
Reduction in tariffs could lower the production cost for plastic manufacturers
Upon ratification and EIF of the CPTPP, tariffs for primary plastics products will reduce from a maximum of 20%
based on the tariff elimination schedule for Malaysia. Assuming existing trade patterns hold, removal of tariffs for
Malaysia’s imports of primary plastics products in 2033 can lead to cost savings of:
• Up to RM193 million annually for imports from CPTPP countries
• Of the total, cost savings from the four major primary products are estimated at RM166 million, which
represents 86.1% of tariff savings

Scenario without CPTPP (2033)

Scenario with CPTPP (2033)

Importer

CPTPP
countries

Importer
Primary plastics products
Importer: Malaysia
Exporter: CPTPP countries
Trade value: RM5.3 billion
MFN tariff rate: 0-20%
Duties paid by importers:
RM193 million

CPTPP
countries

Exporter

Primary plastics products
Importer: Malaysia
Exporter: CPTPP countries
Trade value: RM5.3 billion
CPTPP tariff rate: 0%
Duties paid by importers:
RM0

Exporter
Estimated annual cost savings: RM193 million

Note: Trade data is based on 2019 data
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Key finding 2: CPTPP opens up access to Canada,
Mexico and Peru for Plastics exporters

Canada, Mexico and Peru are net importers of Plastics
In 2019, Canada, Mexico and Peru imported USD43 billion worth of plastics products. This represented
close to 6.4% of total global Plastics imports. All three countries were net importers of plastics products and
recorded a combined trade deficit of USD21 billion.
The largest import source for plastics products for Canada and Mexico was the US (69.7% and 64.4% of the
respective country’s total plastics products imports). As for Peru, the largest import source for plastics
products was China (23.6% of total plastics products imports).
Balance of trade in Plastics for Canada, Mexico and Peru (2019)

Note: Figures may not necessarily add up due to rounding. Plastics Sector consists of products under HS39
Source: WITS, PwC analysis

Tariff elimination will increase Malaysia’s export competitiveness in Canada, Mexico and Peru
Upon ratification and EIF of the CPTPP, tariffs for
plastics will reduce from a maximum of 6.5% for
Canada, 15% for Mexico and 9% for Peru to lower
tariffs based on the tariff elimination schedule for
the respective countries. Elimination of tariffs is
expected to increase the price competitiveness of
Malaysia’s Plastics exports.

Plastics tariffs imposed by Canada, Mexico and Peru
Country

MFN Tariff

Canada

0 - 6.5%

Mexico

0 - 15%

Peru

0 - 9%

Source: Annex 2-D: Canada Tariff Elimination Schedule, Annex 2-D:
Mexico Tariff Elimination Schedule, Annex 2-D: Peru Tariff Elimination
Schedule
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Case example: The CPTPP can help SMEs such as STHSB expand its international sales network and
penetrate new sectors

Selia-Tek Holdings Sdn Bhd (STHSB)
Founded in 1985 as an E&E products trading company, STHSB has established subsidiaries in
manufacturing plastic-based products for the medical, power distribution and railway sectors.

How STHSB has grown

STHSB’s business plans

STHSB started as a trading company in 1985
and has since transformed into a full-grown
manufacturing
company
specialising
in
plastic-based products for the medical, power
distribution and railway sectors.

Moving forward, STHSB plans to:
• Penetrate new sectors through capacity growth
• Expand its international sales network by
enhancing global brand awareness

By leveraging collaborations and partnerships
with government ministries and agencies such as
MITI, MATRADE and SME Corp, STHSB’s
business has grown both domestically and
internationally.

How STHSB can benefit from the CPTPP
Benefit 1:
CPTPP provides STHSB with an opportunity to
expand its international sales network to new
markets such as Peru.

Today, STHSB:
• Has established itself as a supplier of large
companies such as Tenaga Nasional Berhad,
KTM Berhad and Pharmaniaga Berhad
• Distributes its products globally in countries
such as Singapore, Cambodia, Hong Kong
SAR, Nepal, Japan, Australia, Austria, the
Netherlands, Mexico, the US and Canada

Benefit 2:
STHSB’s products can benefit from reduced tariffs
when exporting to Canada and Mexico. Tariff
reduction
can
potentially
increase
the
competitiveness of, and demand for, STHSB’s
products in these two countries.
Benefit 3:
The establishment of a Committee on SMEs to
identify and undertake measures to build capacity
for SMEs (e.g. via training programmes and export
facilitation) is expected to:
• Further facilitate STHSB in realising its
expansion plan
• Build STHSB’s capabilities in new sectors and
products

Source: MATRADE, Selia-Tek Holdings Sdn Bhd corporate website
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Case example: The CPTPP opens opportunities for Nsix Industry to expand to new markets

Nsix Industry Sdn Bhd (NISB)
Founded in 2011, NISB specialises in manufacturing and supplying of plastics products.

How NISB has grown

NISB’s business plans

NISB was established in 2011 as the first in
Malaysia to manufacture and supply plastics
products that are halal certified. NISB offers a
variety of products such as HDPE Vest Carrier
Bags, Bags on Roll, Garbage Bags, Printed Bags
and Punch Out Bags.

To grow the company, NISB plans to:
• Develop its global export market to leverage
the increasing demand for halal products
• Increase its product innovation
How NISB can benefit from the CPTPP

NISB has established itself as supplier of plastic
bags to large F&B restaurants such as Pelita,
Kayu, AliMaju and also retailer Mydin.

Benefit 1:
The rising global demand for Halal products is a
trend also witnessed in CPTPP countries. Thus,
NISB can take advantage of lower tariffs imposed
on its halal certified plastic products when
exporting to CPTPP countries.

By 2015, NISB has reached sales of RM1 million
as demand for halal products was on the rise.
Currently, NISB has 3 factories that can produce
120 tons of biodegradable plastics annually.

Benefit 2:
NISB can benefit from CPTPP through knowledge
transfer via cooperation on Industry 4.0
technologies to develop its manufacturing
capabilities.

NISB has also expanded its exports to Australia,
the UK, the UAE, Papua New Guinea, Thailand,
Singapore and Indonesia.

Source: MATRADE, Nsix Industry Sdn Bhd corporate website
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Key finding 3: The pandemic has accelerated
automation by plastics manufacturers, reducing the
anticipated risks from labour disputes

Automation by large plastics companies has been accelerated through Industry4WRD, the national
policy on Industry 4.0, as well as initiatives undertaken by the Malaysian Plastics Manufacturers
Association (MPMA)
Although still reliant on labour, plastics companies have accelerated automation in their production
processes, driven by:
•
•
•

Foreign labour shortage and reduced manpower conditions due to the COVID-19 pandemic
Rising labour costs as a result of increases in minimum wage
MITI’s 20% cap on the number of foreign workers (mandatory for all manufacturing activities)

Case example: Scientex
Scientex is a Malaysian company and one of the world’s largest producers of industrial stretch film, exporting to
more than 60 countries.
To navigate and operate under reduced manpower conditions during the Movement Control Order (MCO),
Scientex has invested, and plans to continue doing so, in automation.
Source: Scientex, News articles

Plastics companies are also supported by MPMA initiatives such as the Malaysian Plastics Industry Talent
Accreditation Council (MaPITAC) which aims to improve the overall quality and standards of the Plastics
Sector. MaPITAC equips workers with the required skills to utilise latest technologies through development
of relevant courses, thus reducing the sector’s labour intensity and dependency on foreign workers.
Besides initiatives by MPMA, Industry4WRD also supports automation by plastics companies. Action plans
under Industry4WRD cover the five strategic enablers identified as critical for the adoption of Industry 4.0,
namely:
•
•
•
•
•

Funding
Infrastructure
Regulations
Skills and Talent
Technology

Cost-Benefit Analysis on the Potential Impacts of the CPTPP on the Malaysian Economy and Key Economic Sectors
146

CPTPP establishes an institutional mechanism for technology and innovation related cooperation
and capacity building activities, with leaders in industrial automation
The Committee on Cooperation and Capacity Building under the CPTPP provides a platform for countries to
pursue collaboration in the field of technology and innovation, which includes automation and robotics. This
is expected to bring benefits to Malaysia through information sharing by more technologically advanced
CPTPP countries (e.g. Singapore and Japan). Such technology-related cooperation is expected to facilitate
plastics companies in increasing automation of production and operations, thus lowering reliance on labour,
particularly low skilled foreign labour.
According to the International Federation of Robotics (IFR), the stock of industrial robots operating in
factories worldwide increased by 85% between 2014 and 2019, with a record 2.7 million industrial robots in
2019. This showcases the global trend before the pandemic, towards Industry 4.0.
The IFR has also ranked two CPTPP countries, Singapore and Japan in the world’s top 3 automated
countries in 2019. Singapore ranked first in the world, with 918 robots installed per 10,000 employees, while
Japan ranked third with 364 robots installed per 10,000 employees. The CPTPP will enable Malaysia to
pursue cooperation programmes in areas such as robotics with these leaders in industrial automation.
In summary, cooperation activities among CPTPP countries support the acceleration and expansion of
industrial automation in the Plastics Sector as companies adopt advanced technologies in their operations.
Robot density in the manufacturing sector, 2019

Source: International Federation of Robotics
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Metal, and Iron and Steel Sector represents about
2% of the Malaysian economy

Metal, and Iron and Steel Sector contributes 8.0% to Malaysia’s manufacturing sector GDP
The size of the Metal, and Iron and Steel Sector was RM25.3 billion in 2019, accounting for 8.0% of the
manufacturing sector and 1.8% of Malaysia’s GDP. The Sector grew at an average growth rate of 4.5%
between 2015 and 2019, slightly slower than the average of 4.9% for the Malaysian economy as a whole.
The Sector’s value add contribution represents approximately 23% of the gross output of metal, and iron
and steel products produced.
GDP contribution of Metal, and Iron and Steel Sector (2015 constant prices)

Note: Figures may not necessarily add up due to rounding
Source: DOSM

Metal, and Iron and Steel exports account for 6.3% of Malaysia’s total exports
In 2019, Metal, and Iron and Steel exports totalled RM62.5 billion. The Sector’s share of total exports
increased from 5.8% in 2015 to 6.3% in 2019. This was driven by an increase in exports of iron and steel,
which grew at an average growth rate of 30.5% between 2015 and 2019.
Malaysia’s total Metal, and Iron and Steel exports
2015

2016

2017

2018

2019

Metal, and Iron and Steel exports
(RM billion)

44.9

41.3

51.3

60.2

62.5

% share of total exports

5.8%

5.2%

5.5%

6.0%

6.3%

Other merchandise exports
(RM billion)

732.4

745.7

883.6

943.4

932.5

Note: Metal, and Iron and Steel Sector consists of products under SITC 67, 68 and 69
Source: DOSM
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Malaysia has a trade deficit in Metal, and Iron and
Steel, and is a net importer of semi-finished and
finished steel products

Breakdown of Metal, and Iron and Steel exports (2019)

Note: Metal, and Iron and Steel Sector consists of products under SITC 67, 68 and 69
Source: DOSM

Metal, and Iron and Steel imports account for 8.2% of Malaysia’s total imports
Metal, and Iron and Steel imports totalled RM69.3 billion in 2019. The Sector’s share of total imports
declined from 9.4% in 2015 to 8.2% in 2019, driven by a decline in imports of non-ferrous metals.
Malaysia’s total Metal, and Iron and Steel imports
2015

2016

2017

2018

2019

Metal, and Iron and Steel imports
(RM billion)

64.6

60.8

68.6

72.0

69.3

% share of total imports

9.4%

8.7%

8.2%

8.2%

8.2%

Other merchandise imports
(RM billion)

621.2

637.9

767.8

807.8

780.1

Note: Metal, and Iron and Steel Sector consists of products under SITC 67, 68 and 69
Source: DOSM

Breakdown of Metal, and Iron and Steel imports (2019)

Note: Metal, and Iron and Steel Sector consists of products under SITC 67, 68 and 69
Source: DOSM
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Metal, and Iron and Steel Sector is reliant on imports of products such as steel for onward
fabrication
The Sector’s foreign value added share of gross exports declined from 48.2% in 2014 to 45.0% in 2018 but
remain higher than ASEAN’s sector average of 39.7%, indicating that the domestic sector is still highly
reliant on imports as inputs for production.
Basic metals and fabricated metal products’ foreign value added share of gross exports

Source: OECD

The high foreign value added share of gross exports indicates that the Sector is highly dependent on trade
and global value chains, due to its import reliance. This is also reflective of the metal manufacturing sector,
whereby Malaysia is a net importer of products such as semi-finished steel, used for onward fabrication and
finished steel products.
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CPTPP countries account for 27% of Malaysia’s
Metal, and Iron and Steel exports

CPTPP countries account for more than a quarter of Malaysia’s Metal, and Iron and Steel exports
In 2019, CPTPP countries accounted for 27.3%
(RM16.9 billion) of Malaysia’s Metal, and Iron
and Steel exports, which faced tariffs between
0 and 20%. Among the countries, the major
export destinations were Singapore (9.3% of
total Metal, and Iron and Steel exports) and
Vietnam (7.8% of total Metal, and Iron and
Steel exports).
Other major export destinations include China
(16.6% of total Metal, and Iron and Steel
exports), India (9.7% of total Metal, and Iron
and Steel exports), Thailand (6.7% of total
Metal, and Iron and Steel exports), Korea
(6.2% of total Metal, and Iron and Steel
exports), Indonesia (6.0% of total Metal, and
Iron and Steel exports) and the US (5.4% of
total Metal, and Iron and Steel exports), all of
which are non-CPTPP countries.

Metal, and Iron and Steel export destinations (2019)

Note:
Metal, and Iron and Steel Sector consists of products under HS72 to 83
Source: WITS

Key metal, and iron and steel products exported to CPTPP countries in 2019 were aluminium and
articles thereof as well as articles of iron and steel
The key metal, and iron and steel products
exported to CPTPP countries were aluminium
(36.3% of total Metal, and Iron and Steel
exports) as well as articles of iron and steel
(22.0% of total Metal, and Iron and Steel
exports).

Metal, and iron and steel products exported to CPTPP
countries (2019)

Key export destinations for aluminium among
the CPTPP countries were Vietnam (20.7% of
total aluminium and articles exports),
Singapore (6.5% of total aluminium and articles
exports) and Japan (6.5% of total aluminium
and articles exports).
Note:
Metal, and Iron and Steel Sector consists of products under HS72 to 83
Source: WITS
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Malaysia sourced 26% of metal, and iron and steel
products from CPTPP countries

CPTPP countries account for more than a quarter of Malaysia’s total Metal, and Iron and Steel
imports
Metal, and Iron and Steel import sources (2019)

In 2019, CPTPP countries accounted for a
combined 26.3% (RM20.2 billion) of Malaysia’s
imports of Metal, and Iron and Steel. Malaysia’s
imports for the Sector faced duties between 0
and 30%. Among the CPTPP countries, the major
import sources were Japan (12.4% of total Metal,
and Iron and Steel imports) and Australia (6.4%
of total Metal, and Iron and Steel imports).
Besides the CPTPP countries, other major import
sources include China (21.5% of total Metal, and
Iron and Steel imports), Korea (8.3% of total
Metal, and Iron and Steel imports), India (8.1% of
total Metal, and Iron and Steel imports), the US
(7.8% of total Metal, and Iron and Steel imports)
and Indonesia (6.4% of total Metal, and Iron and
Steel imports).

Note: Metal, and Iron and Steel Sector consists of products under
HS72 to 83
Source: WITS

Key metal, and iron and steel products imported from CPTPP countries in 2019 were iron and steel,
as well as copper
The key metal, and iron and steel products imported from CPTPP countries were iron and steel (37.0% of
total Metal, and Iron and Steel imports) as well as copper (27.9% of total Metal, and Iron and Steel imports).
Key import sources for iron and steel among the CPTPP countries were Japan (16.6% of total iron and
steel imports) and Vietnam (7.0% of total iron and steel imports).
Metal, and iron and steel products imported from CPTPP countries (2019)

Note: Metal, and Iron and Steel Sector consists of products under HS72 to 83
Source: WITS
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Key finding 1: Benefits are expected from lower trade
barriers of CPTPP countries

Among the three new markets namely Canada, Mexico and Peru, the CPTPP presents Malaysia with
the most market access opportunities in Mexico for Metal, and Iron and Steel Sector
In 2019, Canada, Mexico and Peru imported USD67.6 billion worth of metal, and iron and steel products.
This represented close to 5.1% of total global Metal, and Iron and Steel imports. Mexico is the only country
which is a net importer of Metal, and Iron and Steel. In 2019, Mexico imported USD36 billion worth of metal,
and iron and steel, and recorded a trade deficit of USD19 billion. Of the USD36 billion imported, iron and
steel represented 28.3% while aluminium and articles thereof represented 18.7%.
Within this Sector, iron and steel as well as aluminium and articles thereof were major products exported by
Malaysia in 2019. Mexico’s main import sources for these two products were the US (which has the
USMCA with Mexico) and China. Removal of China’s steel export tax rebate combined with higher export
tariffs for certain steel products are expected to significantly reduce Chinese steel exports to Mexico. With
the possible reduction in Chinese exports, Malaysian exports of similar products could serve as an
alternative for Mexican importers.
Balance of trade in Metal, and Iron and Steel for Canada, Mexico and Peru (2019)

Note: Figures may not necessarily add up due to rounding. Metal, and Iron and Steel Sector consists of products under HS72 to 83
Source: WITS

Tariff elimination will increase Malaysia’s export competitiveness in Canada, Mexico and Peru
Metal, and iron and steel products tariffs imposed by
Canada, Mexico and Peru

Upon ratification and EIF of the CPTPP, tariffs for
Metal, and Iron and Steel will reduce from a
maximum of 11% for Canada, 20% for Mexico and
9% for Peru to lower tariffs based on the tariff
elimination schedule for the respective countries.
With the tariff elimination under CPTPP, Malaysian
exports to these countries are expected to become
more competitive in terms of price.

Country

MFN Tariff

Canada

0 - 11%

Mexico

0 - 20%

Peru

0 - 9%

Source: Annex 2-D: Canada Tariff Elimination Schedule, Annex 2-D:
Mexico Tariff Elimination Schedule, Annex 2-D: Peru Tariff Elimination
Schedule
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Key finding 2: End users could benefit from access to
more competitively priced steel products

The CPTPP provides end users with increased choice and preserves the Government’s ability to
impose trade remedial measures
Elimination of tariffs for steel products may lead to an inflow of imports into Malaysia from countries such as
Japan, Vietnam, Canada and Mexico which are significant steel producers. While Vietnamese and
Japanese steel products already enjoy zero tariffs due to AFTA and the ASEAN-Japan Comprehensive
Economic Partnership (AJCEP) Agreement, Mexican and Canadian steel products face MFN tariffs of up to
20%.
Import volume and MFN tariffs imposed by Malaysia on selected steel products
Product

Import Volume (2019)

Share of Total Iron and
Steel Product Imports
by Volume (%)

MFN Tariff

Hot-rolled bars and rods

799,305 MT

10.6%

0 - 5%

Tubes and pipes

328,726 MT

4.4%

20%

Source: SEAISI, Annex 2-D Malaysia Tariff Elimination Schedule

Malaysia Steel Association (MSA) estimates loss in market share as a result of implementing the CPTPP.
However, this loss in market share could be considered as benefits for end users of steel products, who will
have increased choice and access to products at more competitive prices.
The Government preserves its ability to impose trade remedial measures under the CPTPP. The Trade
Remedies Chapter provides a safety net to protect all domestic sectors, including Metal, and Iron and Steel,
from material injury due to unforeseen import surges or certain aspects of unfair trading including dumping
and subsidy.
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Key finding 3: Iron and steel manufacturers are
encouraged to expand into producing high value added
products to capture export opportunities

In the steel supply chain, the higher value added activities are in the downstream segment, consisting of
products used in steel consuming industries. About 42% of Malaysia’s iron and steel production capacity is
in the upstream segment (i.e. primary products such as iron, and semi-finished products). Another 42% is in
midstream (i.e. long and flat finished products, e.g. bars, and hot-rolled sheets) and 16% is in downstream
(e.g. fabricated sheet products, pipes and tubes).
While there is sufficient production capacity to meet most domestic demand, Malaysia is a net importer of
steel products (2019: 3.9 million MT). Large imports include finished products such as cold-rolled products
and hot-rolled sheets and strips.
Malaysia’s Iron and Steel Sector Overview

Upstream

Midstream

Downstream

• Iron products (e.g. hot

• Long finished products

• Fabricated sheet

briquetted iron, direct
reduced iron, pig iron)
• Semi-finished products
(e.g. billets, slabs)

(e.g. bars, wires, rods,
sections)
• Flat finished products
(e.g. hot-rolled plates and
sheets, cold-rolled coils)

• Steel for E&E
• Pipes and tubes
• Roofing sheets and wall

products

cladding

Source: Market Review of Building Materials in the Construction Industry, Malaysia Competition Commission (MyCC), Mycron Steel

Greater market access under the CPTPP, coupled with strong demand outlook in CPTPP countries such as
Mexico, creates an opportunity for local manufacturers in the upstream and midstream to expand into
downstream activities (e.g. products such as steel for E&E and automotive steel). This is in line with the
new export focus of local manufacturers.
Domestic manufacturers’ focus on export markets
Ann Joo Resources Bhd, one of Malaysia’s largest long steel producers, plans to shift its focus to export
markets, particularly China, where steel demand from infrastructure spending is high given the country’s
economic stimulus activities.
Malaysia Steel Works (KL) Bhd (Masteel), a producer of steel billets and steel bars that traditionally focuses
on the domestic market anticipates an increase in its exports and foreign currency-based revenue.
Source: Ann Joo Resources Bhd, Malaysia Steel Works (KL) Bhd (Masteel)
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Malaysia has a trade surplus in Optical and
Scientific Equipment Sector

Optical and Scientific Equipment Sector represents 0.4% of the Malaysian economy
The size of the Optical and Scientific Equipment Sector was RM5.4 billion in 2019, accounting for 1.7% of
the manufacturing sector and 0.4% of Malaysia’s GDP. The Sector experienced an average growth rate of
4.2% between 2015 and 2019, slightly slower than the average growth rate of 4.9% for the Malaysian
economy as a whole. The Sector’s value add contribution represents approximately 33% of the gross output
of optical and scientific equipment products produced.
GDP contribution of the Optical and Scientific Equipment Sector (2015 constant prices)

Note: Figures may not necessarily add up due to rounding. The analysis on the GDP contribution of the Optical and Scientific Equipment Sector is
based on DOSM’s data for medical, precision and optical instrument
Source: DOSM

Optical and Scientific Equipment exports account for 4.0% of Malaysia’s total exports
In 2019, Optical and Scientific Equipment exports totalled RM39.9 billion. The Sector’s share of total exports
increased from 3.4% in 2015 to 4.0% in 2019. This is largely driven by high growth of optical and scientific
equipment exports averaging at 11.2% between 2015 and 2019, compared with the 6.6% average growth of
Malaysian exports as a whole.
Malaysia’s total Optical and Scientific Equipment exports
2015

2016

2017

2018

2019

Optical and Scientific Equipment
exports (RM billion)

26.1

28.7

32.4

36.6

39.9

% share of total exports

3.4%

3.7%

3.5%

3.6%

4.0%

Other merchandise exports
(RM billion)

751.3

758.2

902.5

967.0

955.2

Note: Optical and Scientific Equipment Sector consists of products under SITC 87 and 88
Source: DOSM
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Breakdown of Optical and Scientific Equipment exports (2019)

Note: Optical and Scientific Equipment Sector consists of products under HS90
Source: WITS

Optical and Scientific Equipment imports account for 2.8% of Malaysia’s total imports
Optical and Scientific Equipment imports totalled RM24.2 billion in 2019. The Sector’s share of total imports
declined from 3.2% in 2015 to 2.8% in 2019, driven by a decline in imports of liquid crystal devices and
lasers.
Malaysia’s total Optical and Scientific Equipment imports
2015

2016

2017

2018

2019

Optical and Scientific Equipment
imports (RM billion)

21.6

21.9

24.8

23.4

24.2

% share of total imports

3.2%

3.1%

3.0%

2.7%

2.8%

Other merchandise imports
(RM billion)

664.1

676.7

811.6

856.4

825.2

Note: Optical and Scientific Equipment Sector consists of products under SITC 87 and 88
Source: DOSM

Breakdown of Optical and Scientific Equipment imports (2019)

Note: Optical and Scientific Equipment Sector consists of products under HS90
Source: WITS
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Optical and Scientific Equipment Sector is import reliant
The foreign value added share of gross exports for the computer, electronic and optical products, which
consist of optical and scientific equipment, declined from 55.3% in 2014 to 52.4% in 2018. The share,
however, remains higher than ASEAN’s sector average of 44.7%, indicating that the local Sector is highly
reliant on imports as inputs for production, and is dependent on global value chains.
Computer, electronic and optical products’ foreign value added share of gross exports

Source: OECD

There has been expansion into high value added R&D activities in recent years by companies such as
Agilent Technologies. With the CPTPP, there is potential for Malaysia to further increase its attractiveness
as a regional hub for design and development activities under the Optical and Scientific Equipment Sector.
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CPTPP countries account for 23% of Optical and
Scientific Equipment exports

CPTPP countries account for nearly a quarter of Malaysia’s Optical and Scientific Equipment
exports
In 2019, the CPTPP countries accounted for
23.3% (RM6.9 billion) of Malaysia’s Optical and
Scientific Equipment exports, which faced tariffs
between 0 and 15%. Among the countries, the
major export destinations were Singapore
(14.7% of total Optical and Scientific Equipment
exports) and Japan (4.7% of total Optical and
Scientific Equipment exports).
Other major export destinations include the US
(17.8% of total Optical and Scientific Equipment
exports), China (16.7% of total Optical and
Scientific Equipment exports), Thailand (6.4%
of total Optical and Scientific Equipment
exports) and the Netherlands (4.6% of total
Optical and Scientific Equipment exports), all of
which are non-CPTPP countries.

Optical and Scientific Equipment export destinations
(2019)

Note: Optical and Scientific Equipment Sector consists of products under
HS90
Source: WITS

Key optical and scientific equipment products exported to CPTPP countries in 2019 were
oscilloscopes, spectrum analysers and other electrical quantities measurement and checking
instruments
The key optical and scientific equipment products exported to CPTPP countries in 2019 were oscilloscopes,
spectrum analysers, other electrical quantities measurement and checking instruments (35.0% of total
Optical and Scientific Equipments exports).
Key export destinations for oscilloscopes, spectrum analysers, other electrical quantities measurement and
checking instruments among the CPTPP countries were Singapore (8.2% of total oscilloscopes, spectrum
analysers, other electrical quantities measurement and checking instruments exports in 2019) and Vietnam
(3.4% of total oscilloscopes, spectrum analysers, other electrical quantities measurement and checking
instruments exports in 2019).
Optical and scientific equipment products exported to CPTPP countries (2019)

Note: Optical and Scientific Equipment Sector consists of products under HS90
Source: WITS
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Malaysia sourced almost 25% of Optical and
Scientific Equipment from CPTPP countries

CPTPP countries account for nearly a quarter of Malaysia’s Optical and Scientific Equipment imports
In 2019, CPTPP countries accounted for a
combined 24.6% (RM4.4 billion) of Malaysia’s
Optical and Scientific Equipment imports.
Malaysia’s import for the Sector faced duties
between 0 and 30%. Among the CPTPP
countries, the major import sources were
Singapore (11.1% of total Optical and Scientific
Equipment imports) and Japan (9.6% of total
Optical and Scientific Equipment imports).
Besides the CPTPP countries, other major
import sources include the US (21.1% of total
Optical and Scientific Equipment imports),
China (18.3% of total Optical and Scientific
Equipment imports) and Germany (9.3% of total
Optical and Scientific Equipment imports).

Optical and Scientific Equipment import sources (2019)

Note: Optical and Scientific Equipment Sector consists of products under
HS90
Source: WITS

Key optical and scientific equipment products imported from CPTPP countries in 2019 were
oscilloscopes, spectrum analysers, other electrical quantities measurement and checking
instruments
The key optical and scientific equipment products imported from CPTPP countries were oscilloscopes,
spectrum analysers, other electrical quantities measurement and checking instruments (23.1% of total
Optical and Scientific Equipment imports).
Key import sources for oscilloscopes, spectrum analysers, other electrical quantities measurement and
checking instruments among the CPTPP countries were Singapore (8.5% of total oscilloscopes, spectrum
analysers and other electrical quantities measurement and checking instruments imports) and Japan (7.2%
of total oscilloscopes, spectrum analysers, other electrical quantities measurement and checking
instruments imports).
Optical and scientific equipment products imported from CPTPP countries (2019)

Note: Optical and Scientific Equipment Sector consists of products under HS90
Source: WITS
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Key finding 1: CPTPP opens up access to Canada,
Mexico and Peru for Optical and Scientific Equipment
exporters

CPTPP opens up access to Canada, Mexico and Peru
In 2019, Canada, Mexico and Peru imported USD19.5 billion worth of Optical and Scientific Equipment,
which represented 5% of total global Optical and Scientific Equipment imports. All three countries were net
importers of Optical and Scientific Equipment and recorded a combined trade deficit of USD4.8 billion.
The largest import sources for Optical and Scientific Equipment for the 3 countries were the US (35.0% of
total Optical and Scientific Equipment imports) and China (22.1% of total Optical and Scientific Equipment
imports). Of the USD19.5 billion worth of imports, USD5.1 billion (26.3% of total Optical and Scientific
Equipment imports) were key products which Malaysia exports globally, including instruments and
apparatus for physical or chemical analysis, oscilloscopes, spectrum analysers, optical fibres and optical
fibre bundles as well as instruments and apparatus for measuring or checking liquids and gases.
Balance of trade in Optical and Scientific Equipment for Canada, Mexico and Peru (2019)

Note: Figures may not necessarily add up due to rounding. Optical and Scientific Equipment Sector consists of products under HS90
Source: WITS

Tariff elimination will increase Malaysia’s export competitiveness in Canada, Mexico and Peru
Upon ratification and EIF of the CPTPP, tariffs for Optical and Scientific Equipment will be reduced from a
maximum of 6% for Canada, 15% for Mexico and 9% for Peru to lower tariffs based on the tariff elimination
schedule for respective countries. Elimination of tariffs is expected to increase the price competitiveness of
Malaysia’s optical and scientific exports, particularly against China’s optical and scientific exports. For
example, Malaysia’s exports of spectacles, goggles and other similar products to Mexico are currently
subjected to 15% tariffs.
Optical and Scientific Equipment tariffs imposed by Canada,
Mexico and Peru
Country

MFN Tariff

Canada

0 - 6%

Mexico

0 - 15%

Peru

0 - 9%

Source: Annex 2-D: Canada Tariff Elimination Schedule, Annex 2-D: Mexico Tariff
Elimination Schedule, Annex 2-D: Peru Tariff Elimination Schedule
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Key finding 2: CPTPP would increase attractiveness
of Malaysia as an investment destination for high
value investments in Optical and Scientific
Equipment
Majority of investments in Malaysia’s scientific and measuring equipment comes from foreign
investors
The share of foreign investment in scientific and measuring equipment has increased, from 60% in 2015 to
a high of 96% in 2019, signifying Malaysia’s attractiveness as an investment destination for the Sector.
Approved manufacturing projects in scientific and measuring equipment

Source: MIDA

Companies such as Thermo Fisher Scientific and Agilent Technologies are already conducting high
value activities in Malaysia
In 2019, Malaysia exported 17.8% of Optical and Scientific Equipment to the US while the US accounted for
21.1% of Malaysia’s Optical and Scientific Equipment imports.
The US is home to many of the world’s top optical and scientific equipment companies such as Thermo
Fisher Scientific, Agilent Technologies, Danaher, Bruker and Waters Corporation. Some of these companies,
such as Thermo Fisher Scientific and Agilent Technologies, already have presence in Malaysia.
While Thermo Fisher Scientific is present in Malaysia, R&D activities are mainly undertaken in Singapore.
Agilent Technologies, on the other hand, has moved from a small labour-intensive manufacturing facility to a
high-value operation with many functions ranging from manufacturing, supply chain management, R&D and
customer care center to Business Management. Agilent Technologies’ expansion in Malaysia showcases the
potential for R&D activities in optical and scientific equipment to be conducted in Malaysia.
Foreign companies located in Malaysia will benefit from increased market access under the CPTPP. As
such, this would enhance the attractiveness of Malaysia as an investment destination for new and
incremental high value investments in Optical and Scientific Equipment.
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Malaysia has a trade surplus in Medical Devices
Sector, with key export products consisting of rubber
based medical devices

Medical Devices exports account for 2.4% of Malaysia’s total exports
In 2019, Medical Devices exports totalled RM24.0 billion. The Sector’s share of total exports increased from
2.0% in 2015 to 2.4% in 2019. This was driven by an increase in exports of surgical and examination
gloves, patient aids and syringes, needles and catheters.
Malaysia’s total Medical Devices exports
2015

2016

2017

2018

2019

Medical Devices exports
(RM billion)

15.5

15.8

19.8

23.1

24.0

% share of total exports

2.0%

2.0%

2.1%

2.3%

2.4%

Other merchandise exports
(RM billion)

761.8

771.1

915.1

980.5

971.1

Note: Medical Devices Sector consists of all products under SITC 54199, 55340, 59895, 62911, 65893, 66331, 74183 and 84822 as well as
selected products under SITC 77 and 87 to 89
Source: DOSM

Breakdown of Medical Devices exports (2019)

Note: Medical Devices Sector consists of all products under SITC 54199, 55340, 59895, 62911, 65893,
66331, 74183 and 84822 as well as selected products under SITC 77 and 87 to 89
Source: DOSM
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Medical Devices imports account for 0.8% of Malaysia’s total imports
Medical Devices imports totalled RM6.4 billion in 2019. Between 2015 and 2019, the Sector’s share of total
imports ranged between 0.6% and 0.8%. The largest imported products in 2019 were other medical
instruments and appliances (28.3% of total Medical Devices imports) and syringes and needles (16% of
total Medical Devices imports).
Malaysia’s total Medical Devices imports
2015

2016

2017

2018

2019

Medical Devices imports
(RM billion)

4.4

4.5

4.9

5.4

6.4

% share of total imports

0.6%

0.7%

0.6%

0.6%

0.8%

Other merchandise imports
(RM billion)

681.4

694.1

831.5

874.4

843.0

Note: Medical Devices Sector consists of all products under SITC 54199, 55340, 59895, 62911, 65893, 66331, 74183 and 84822 as well as selected
products under SITC 77 and 87 to 89
Source: DOSM

Breakdown of Medical Devices imports (2019)

Note: Medical Devices Sector consists of all products under SITC 54199, 55340, 59895, 62911, 65893,
66331, 74183 and 84822 as well as selected products under SITC 77 and 87 to 89
Source: DOSM
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CPTPP countries account for nearly 19% of Malaysia’s
Medical Devices exports

CPTPP countries account for close to one fifth of Malaysia’s total Medical Devices exports
In 2019, the CPTPP countries accounted for
18.8% (RM5.8 billion) of Malaysia’s Medical
Devices exports, which faced tariffs
between 0 and 15.5%. Among the
countries, the major export destinations
were Japan (7.0% of total Medical Devices
exports) and Singapore (6.1% of total
Medical Devices exports).
Besides the CPTPP countries, other major
export destinations include the US (30.6%
of total Medical Devices exports), Germany
(9.4% of total Medical Devices exports) and
Belgium (6.3% of total Medical Devices
exports).

Medical Devices export destinations (2019)

Note: Medical Devices Sector consists of all products under SITC 54199,
55340, 59895, 62911, 65893, 66331, 74183 and 84822 as well as selected
products under SITC 77 and 87 to 89
Source: WITS

Key medical devices products exported to CPTPP countries in 2019 were rubber gloves and contact
lenses
The key medical devices products exported to CPTPP countries were rubber gloves, contact lenses,
syringes and needles etc., and surgical or veterinary instruments (71.9% of total Medical Devices exports).
Rubber gloves were the largest medical device product exported, contributing 39.1% of total Medical
Devices exported to CPTPP countries.
Key export destinations for rubber gloves were Japan (6.3% of total rubber gloves exports) and Canada
(2.2% of total rubber gloves exports).
Medical devices products exported to CPTPP countries (2019)

Note: Medical Devices Sector consists of all products under SITC 54199, 55340, 59895, 62911, 65893,
66331, 74183 and 84822 as well as selected products under SITC 77 and 87 to 89
Source: WITS
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Malaysia sourced about 27% of Medical Devices from
CPTPP countries

Medical Devices imports are mostly sourced from Singapore and Japan, among the CPTPP
countries
In 2019, CPTPP countries accounted for a
combined 26.8% (RM2.0 billion) of Malaysia’s
imports for Medical Devices. Among the CPTPP
countries, the major import sources were
Singapore (14.1% of total Medical Devices
imports) and Japan (9.0% of total Medical
Devices imports). Imports from CPTPP countries
faced zero duties.
Besides the CPTPP countries, other major
import sources include the US (18.9% of total
Medical Devices imports), China (15.6% of total
Medical Devices imports) and Germany (8.1% of
total Medical Devices imports).

Medical Devices import sources (2019)

Note: Medical Devices Sector consists of all products under SITC 54199,
55340, 59895, 62911, 65893, 66331, 74183 and 84822 as well as selected
products under SITC 77 and 87 to 89
Source: WITS

Key medical devices products imported from CPTPP countries in 2019 were other medical, surgical
and veterinary instruments
The key medical devices products imported from CPTPP countries were other medical, surgical and
veterinary instruments (20.5% of total Medical Devices imports), contact lenses (14.8% of total Medical
Devices imports), appliances which are worn or carried or implanted in the body to compensate for a defect
or disability (14.1% of total Medical Devices imports) as well as syringes, needles (13.2% of total Medical
Devices imports).
Key import sources for other medical, surgical and veterinary instruments among the CPTPP countries
were Singapore (9.0% of total medical, surgical and veterinary instruments imports), Japan (7.7% of total
surgical and veterinary instruments imports) and Mexico (5.1% of total medical, surgical and veterinary
instruments imports).
Medical devices products imported from CPTPP countries (2019)

Note: Medical Devices Sector consists of all products under SITC 54199, 55340, 59895, 62911, 65893,
66331, 74183 and 84822 as well as selected products under SITC 77 and 87 to 89
Source: WITS
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Key finding 1: CPTPP opens up access to Canada,
Mexico and Peru for exports in the Medical Devices
Sector

Demand for medical devices is expected to continue rising post COVID-19; the medical devices
market in Canada, Mexico and Peru is expected to grow to USD18.5 billion by 2025
Malaysia currently has a niche position as one of the world’s leading producers of rubber-based medical
devices such as rubber gloves and catheters. In recent years, the Sector has been shifting into plastics,
silicone and metal alloys based medical devices. An increase in the number of multinational companies in
Malaysia has widened the range and scope of products which can be manufactured in Malaysia.
This places Malaysia at a strategic position to meet expected growth in demand, in new non-FTA markets
such as Canada, Mexico and Peru, which is expected to grow from USD12.8 billion in 2020 to USD18.5
billion by 2025, at a compound annual growth rate (CAGR) of 7.6%. Out of the USD18.5 billion, Canada will
account for USD10.3 billion.
Of the three countries, the market with the largest potential is Canada
Of the three countries, Canada and Peru recorded trade deficits for medical devices, and are net importers.
Mexico, on the other hand, recorded a trade surplus and is a net exporter.
In 2019, Canada’s main import sources included the US (43.6%), Mexico (10.2%) and China (7.1%).
Around 27% of Canada’s medical devices imports in 2019 were patient aids, surgical gloves and syringes,
needles and catheters, all three of which are key export products for Malaysia.
Balance of trade in medical devices for Canada, Mexico and Peru

Note: Medical Devices Sector consists of all products under SITC 54199, 55340, 59895, 62911, 65893, 66331, 74183 and
84822 as well as selected products under SITC 77 and 87 to 89
Source: WITS
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Tariff elimination will increase Malaysia’s export competitiveness in Canada, Mexico and Peru
Upon ratification and EIF of the CPTPP, tariffs for Medical Devices exports will reduce from a maximum of
15.5% for Canada, 15% for Mexico and 9% for Peru to lower tariffs based on the tariff elimination schedule
for the respective countries.
Elimination of tariffs is expected to increase the price competitiveness of Malaysia’s Medical Devices
exports. For example, Malaysia’s exports of surgical gloves to Canada are currently subjected to 15.5%
tariffs.
Tariffs imposed on medical devices by Canada, Mexico and Peru
Country

MFN Tariff

Canada

0 - 15.5%

Mexico

0 - 15%

Peru

0 - 9%

Note: Tariffs are for products under HS 9018, 9019, 9020, 9021, 9022, 401511
Source: Annex 2-D: Canada Tariff Elimination Schedule, Annex 2-D: Mexico Tariff
Elimination Schedule, Annex 2-D: Peru Tariff Elimination Schedule

Benefits of greater market access is expected to flow down to SMEs in ancillary industries
While there is an increasing number of multinational companies (MNC) in the Sector (more than 30
companies), the majority consist of SMEs and homegrown businesses. Activities by the local companies
range from manufacturing of medical gloves to production of finished orthopaedic devices. Given the wide
and growing range of products manufactured by both MNCs and local companies, the industry supports
many other ancillary industries such as:
•
•
•
•
•

Rubber - gloves, catheters, condoms
Metal and Steel - hypodermic needles, surgical instruments implants
Plastics and packaging - intravenous (IV) sets, syringes, procedural kits
Electronics - pacemakers, electrocardiogram (ECG) machines
Textiles - surgical gowns, drapes, covers

These ancillary industries supported 11,193 SMEs in 2015. As such, the benefits of greater market access
is expected to flow down to these SMEs as well.
Number of SME establishments in ancillary sectors (2015)
Economic Activity

Number of SMEs (2015)

Manufacture of basic metals and fabricated metal products

6,766

Manufacture of plastic and rubber products

2,446

Manufacture of computer, electronic and optical products

770

Manufacture of textiles

1,211

Total

11,193

Source: DOSM
Cost-Benefit Analysis on the Potential Impacts of the CPTPP on the Malaysian Economy and Key Economic Sectors
168

Case example: Opportunities for Ideal Healthcare to expand its export market and encourage product
innovation

Ideal Healthcare Sdn Bhd
(IHSB - formerly known as Mutiara Medical Sdn Bhd)
Founded in 1999, IHSB specialises in manufacturing, assembly and distribution of medical disposable
products.
How IHSB has grown

IHSB’s business plans

IHSB is a manufacturer and distributor of medical
disposable products in the field of Urology,
Anesthesia, Respiratory, Infusion / Transfusion
Therapy and Procedure Sets under the
registered trademark of IDEALCARE®.

To grow the company, IHSB plans to:
• Expand its global export market, leveraging the
increase in production from its COE
• Ensure continuous distribution of high quality
products at competitive prices

IHSB has regularly been selected as a key
supplier to the Ministry of Health Malaysia since
2005. IHSB has also penetrated the market of
over 20 countries in South East Asia, West Asia
and the South Pacific region.

How IHSB can benefit from the CPTPP
Benefit 1:
IHSB can benefit from lower tariffs when exporting
its products to CPTPP countries. As CPTPP
countries progressively eliminate tariffs, IHSB
products will become more price competitive.
Thus, the CPTPP may support IHSB in achieving
its global export market expansion by providing
access to new markets such as Canada, Mexico
and Peru.

IHSB has received financial support in the form
of grants and technical assistance from SME
Corp, to upgrade technological usage in its
manufacturing process. In 2014, IHSB received
assistance from Pharmaniaga under the Vendor
Development Programme launched by MITI, to
export IHSB products to ASEAN countries.
IHSB has recently completed the development of
its latest state of the art facility, the IHSB Centre
of Excellence (COE). This facility is entirely
automated and equipped with an R&D
laboratory.

Benefit 2:
The CPTPP Chapter on Technical Barriers to
Trade aims to, among others, promote greater
regulatory cooperation, through harmonisation
initiatives that facilitate the acceptance of
conformity assessment results, which could benefit
exporters such as IHSB.
Benefit 3:
The CPTPP widens sourcing of materials in terms
of origin, quality and price which can benefit IHSB.

Source: SME Corp, MATRADE, Ideal Healthcare Sdn Bhd corporate website
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Key finding 2: More stringent intellectual property
provisions would increase the attractiveness of
Malaysia as a preferred investment destination for
medical devices companies
Greater innovation by medical devices companies has increased the importance of intellectual
property rights (IPR) protection when selecting an investment destination
Innovation in medical technology is costly and comes with a risk of failure. Estimates place the costs to
develop a medium complexity medical device with a proven benchtop technology at USD2 million to USD5
million (10 to 30% of total amount of funds raised by the companies studied). Hence, to incentivise
innovation, strong IPR protection is required to safeguard the innovator’s rights to derive profits during the
commercialisation stage.
In recent years, innovation in medical technology has been increasing. In 2015, a total of 111,902 patent
applications were filed globally. This increased to 158,146 in 2020. Out of 35 technology fields, medical
technology ranked 5th in terms of total number of global patent applications in 2020, just behind computer
technology, electrical machinery, apparatus and energy, measurement and digital communication.
The COVID-19 pandemic is expected to accelerate innovation. As such, stronger IPR protection is
becoming an increasingly important consideration for medical devices companies when selecting their
investment destination.
While patent applications for medical technology has risen globally, such trend has not been
reflected in patent applications in Malaysia
In 2015, a total of 7,907 patent applications were filed with the Intellectual Property Corporation of Malaysia
(MyIPO). In 2020, the total number of patent applications received by MyIPO decreased to 7,015. Patent
applications for medical technology have fluctuated, with fewer applications in 2020 (265 patents)
compared with 2015, whereby 276 patent applications were received.
Number of patent applications by technology fields filed with MyIPO

Source: MyIPO, Ministry of Domestic Trade and Consumer Affairs
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More stringent IP provisions under the CPTPP will address the recent decline in Malaysia’s ranking
in International Property Rights Index and increase the long-term investment attractiveness of
Malaysia
Malaysia is currently ranked number 30 on the 2020 International Property Rights Index, which measures
the strength of a country’s intellectual and physical property rights regime. Although an improvement from
the 2019 ranking of 32, Malaysia’s performance on the index has worsened since 2016, driven by both a
decline in intellectual and physical property rights rankings. While Malaysia’s performance on the index has
worsened, the performance of Singapore and Vietnam (countries that have ratified the CPTPP) have
improved.
International Property Rights Index Ranking
Country

2016 Rank

2020 Rank

Change (negative
indicates decline)

Malaysia

26

30

-4

Singapore

6

3

+3

Vietnam

84

78

+6

Source: International Property Rights Index, Property Rights Alliance
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Key finding 3: Malaysia can leverage on capacity
building initiatives with more advanced CPTPP
countries in terms of innovation and production of
higher value added products
The Cooperation and Capacity Building as well as SME Chapters allow local players to benefit from
knowledge sharing and transfer
While Malaysia is a net exporter of medical devices, this is mainly contributed by rubber gloves and other
rubber-based medical devices. Malaysia remains highly dependent on imports for higher value added
medical devices such as X-ray apparatus and mechano-therapy appliances.
The main challenges faced by local players include:
•
•
•
•

Limited resources to conduct R&D due to financial constraints
Lack of infrastructure and facilities
Shortage of highly skilled workers with relevant skill sets
Stringent requirements in the European and US markets

To address some of the challenges faced, SIRIM Berhad launched the Medical Devices Innovation Centre
(MDIC) in October 2021. MDIC aims to assist in building capabilities to address manufacturing gaps and
market regulations as well as growing the product innovation capabilities of medical devices manufacturers
in Malaysia. Major programmes to be implemented include initiatives on advanced technological
innovations for SMEs, as well as collaboration between MNCs and SMEs.
The CPTPP Cooperation and Capacity Building Chapter can support MDIC activities by providing a channel
for Malaysia to further develop the capabilities of local companies through cooperation with leading medical
devices innovators such as Singapore and Japan. Cooperation and capacity building activities listed in the
CPTPP include collaborative programmes and projects, technical assistance to promote and facilitate
capacity building and training, the sharing of best practices on policies and procedures, and the exchange
of experts, information and technology. The SME Chapter provisions for capacity building activities for
SMEs include export counselling, assistance and training programmes.

Singapore is leading the region in MedTech R&D
Singapore is currently home to more than 60 multinational MedTech companies. More than 25 of these
MNCs have also established R&D centres in Singapore. Besides multinational presence, there is also a
growing MedTech start-up ecosystem in Singapore with a local pool of over 220 companies.
Examples of Singapore’s recent MedTech innovations include:
●

●

Web Biotech’s Spyder Personal - A wearable device that continuously monitors the heart’s electrical
activity to detect infrequent abnormal heart rhythms. The device sends the data to the user’s mobile
phone which can then be forwarded to a physician
KroniKare - An almost-instant, non-invasive assessment of chronic wounds with the use of an AI-enabled
scanning device

Source: Singapore Economic Development Board, SGInnovate
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Japan is a leading innovator of medical devices
Japan has strengths in medical research and provides one of the best healthcare systems in the world. Past
innovations by Japanese companies include Tokai Medical Products’ micro-catheter that allows medication
to be delivered directly into organs affected with cancer.
As the country that leads the global trend of aging societies (more than 1 in 5 Japanese citizens are aged 65
and above), Japan has become a pioneer in fresh and innovative solutions for aged care and leads global
discussions on future medical care. Japan has also successfully created collaborative and sustainable
medical innovation ecosystems across the country. Examples of such ecosystems include the Kobe
Biomedical Innovation Cluster (KBIC), which brings together industry, government, academia and the
medical community.
Source: Forbes, News articles
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Automotive Parts and Components Sector
contributes almost 2% to Malaysia’s GDP

Automotive Parts and Components Sector represents 1.8% of the Malaysian economy
The size of the Automotive Parts and Components Sector was RM26.2 billion in 2019, accounting for 8.3%
of the manufacturing sector and 1.8% of Malaysia’s GDP. The Sector recorded an average growth rate of
3.3% between 2015 and 2019, slower than the average growth rate of 4.9% for the Malaysian economy as
a whole. The Sector’s value add contribution represents approximately 19% of the gross output of
Automotive Parts and Components Sector.
GDP contribution of the Automotive Parts and Components Sector (2015 constant prices)

Note: GDP for Motor Vehicles and Transport Equipment has been used to reflect the Automotive Parts and Components Sector
Source: DOSM

Automotive Parts and Components exports account for 0.5% of Malaysia’s total exports
In 2019, Automotive Parts and Components exports totalled RM4.5 billion. Between 2015 and 2019, the
Sector’s share of total exports fluctuated between 0.4% and 0.5%.
Malaysia’s total Automotive Parts and Components exports
2015

2016

2017

2018

2019

3.4

3.5

3.6

3.7

4.5

% share of total exports

0.4%

0.5%

0.4%

0.4%

0.5%

Other merchandise exports (RM billion)

774.0

783.4

931.4

999.8

990.5

Automotive Parts and Components exports (RM
billion)

Note: Automotive Parts and Components Sector consists of products under SITC 78410, 78421, 78425, 78431, 78432, 78433, 78434, 78435 and
78439
Source: DOSM
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Malaysia has a trade deficit in Automotive Parts
and Components

Breakdown of Automotive Parts and Components exports (2019)

Note: Automotive Parts and Components Sector consists of products under SITC 78410, 78421, 78425, 78431,
78432, 78433, 78434, 78435 and 78439
Source: DOSM

Automotive Parts and Components imports account for 1.4% of Malaysia’s total imports
Automotive Parts and Components imports totalled RM11.5 billion in 2019. Between 2015 and 2019, the
Sector’s share of total imports fluctuated between 1.2% and 1.4%.
Malaysia’s total Automotive Parts and Components Imports
2015

2016

2017

2018

2019

9.9

9.9

10.6

10.8

11.5

% share of total imports

1.4%

1.4%

1.3%

1.2%

1.4%

Other merchandise imports (RM billion)

675.9

688.7

825.9

869.0

837.9

Automotive Parts and Components imports
(RM billion)

Note: Automotive Parts and Components Sector consists of products under SITC 78410, 78421, 78425, 78431, 78432, 78433, 78434, 78435 and
78439
Source: DOSM
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Breakdown of Automotive Parts and Components imports (2019)

Note: Automotive Parts and Components Sector consists of products under SITC 78410, 78421, 78425, 78431,
78432, 78433, 78434, 78435 and 78439
Source: DOSM
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CPTPP countries account for 35% of Malaysia’s
Automotive Parts and Components exports

CPTPP countries account for more than a third of Malaysia’s total Automotive Parts and
Components exports
In 2019, the CPTPP countries accounted for 34.9%
(RM1.6 billion) of Malaysia’s Automotive Parts and
Components exports, which faced tariffs between 0
and 15%. Among the CPTPP countries, the major
export destinations were Singapore (12.8% of total
Automotive Parts and Components exports), Japan
(8.5% of total Automotive Parts and Components
exports) and Australia (8.4% of total Automotive
Parts and Components exports).

Automotive
Parts
destinations (2019)

Other major export destinations include Thailand
(10.3% of total Automotive Parts and Components
exports), China (6.4% of total Automotive Parts
and Components exports), Hong Kong SAR (6.2%
of total Automotive Parts and Components exports)
and the US (5.5% of total Automotive Parts and
Components exports), all of which are non-CPTPP
countries.

and

Components

export

Note: Automotive Parts and Components Sector consists of products
under SITC 78410, 78421, 78425, 78431, 78432, 78433, 78434,
78435 and 78439
Source: WITS

Key automotive parts and components products exported to CPTPP countries in 2019 were other
parts and accessories
The key automotive parts and components products exported to CPTPP countries were other parts and
accessories (41.6% of total Automotive Parts and Components exports), bumpers and parts (31.5% of total
Automotive Parts and Components exports) as well as other parts and accessories of bodies, including
cabs (22.3% to total Automotive Parts and Components exports).
Key export destinations for other parts and accessories among the CPTPP countries were Japan (11.4% of
total other parts and accessories exports), Australia (8.4% of total other parts and accessories exports) and
Singapore (7.5% of total other parts and accessories exports).
Automotive parts and components products exported to CPTPP countries (2019)

Note: Automotive Parts and Components Sector consists of products under SITC 78410, 78421, 78425, 78431,
78432, 78433, 78434, 78435 and 78439
Source: WITS
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Malaysia sourced 23% of Automotive Parts and
Components from CPTPP countries

CPTPP countries account for almost a quarter of Malaysia’s total Automotive Parts and
Components imports
In 2019, CPTPP countries accounted for a
combined 23.0% (RM2.6 billion) of Malaysia’s
imports of Automotive Parts and Components.
Malaysia’s imports from CPTPP countries
faced duties between 0 and 30%. Among the
CPTPP countries, the major import source was
Japan (22.0% of total Automotive Parts and
Component imports).
Besides the CPTPP countries, other major
import sources include Thailand (28.8% of total
Automotive Parts and Components imports),
Germany (17.1% of total Automotive Parts and
Components imports), China (12.9% of total
Automotive Parts and Components imports)
and Indonesia (7.0% of total Automotive Parts
and Components imports).

Automotive Parts and Components import sources
(2019)

Note: Automotive Parts and Components Sector consists of products under
SITC 78410, 78421, 78425, 78431, 78432, 78433, 78434, 78435 and 78439
Source: WITS

Key automotive parts and components products imported from CPTPP countries in 2019 were other
parts and accessories, other parts and accessories of bodies (including cabs) as well as gearboxes
and parts
The key automotive parts and components products imported from CPTPP countries are other parts and
accessories (44.4% of total Automotive Parts and Components imports), other parts and accessories of
bodies (including cabs) (25.0% of total Automotive Parts and Components imports) as well as gearboxes
and parts (11.0% of total Automotive Parts and Components imports).
Key import source for other parts and accessories among the CPTPP countries was Japan (25.3% of total
other parts and accessories imports).
Automotive parts and components products imported from CPTPP countries (2019)

Note: Automotive Parts and Components Sector consists of products under SITC 78410, 78421, 78425,
78431, 78432, 78433, 78434, 78435 and 78439
Source: WITS
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Key finding 1: CPTPP opens up access to Canada,
Mexico and Peru for Automotive Parts and Components
exporters

The three countries imported USD53.9 billion worth of automotive parts and components in 2019
In 2019, Canada, Mexico and Peru imported USD53.9 billion worth of automotive parts and components,
which represented almost 10% of total global Automotive Parts and Components imports. Of the three
countries, Canada and Peru were net importers while Mexico was a net exporter.
The largest import sources for the 3 countries in 2019 were the US (59.7% of total Automotive Parts and
Components imports) and China (8.6% of total Automotive Parts and Components imports). Of the USD53.9
billion worth of imports, 88% were parts and components such as bumpers, steering wheels, parts and
accessories of bodies.
Balance of trade in Automotive Parts and Components for Canada, Mexico and Peru (2019)

Note: Figures may not necessarily add up due to rounding. Automotive Parts and Components Sector consists of
products under HS850710, 850790, 851140, 851150, 8512, 852721, 852729, 8706, 8707 and 8708
Source: WITS

Tariff elimination will increase Malaysia’s export competitiveness in Canada, Mexico and Peru
Upon ratification and EIF of the CPTPP, tariffs for Automotive Parts and Components will reduce from a
maximum of 7% for Canada, 15% for Mexico and 9% for Peru to lower tariffs based on the tariff elimination
schedule for the respective countries. Elimination of current import duties is expected to increase the price
competitiveness of Malaysia’s Automotive Parts and Components exports. For example, Malaysia’s exports
of radio broadcast receivers used in motor vehicles to Mexico are currently subjected to 15% tariffs.
Automotive Parts and Components Tariffs Imposed
by Canada, Mexico and Peru
Country

MFN Tariff

Canada

0 - 7%

Mexico

0 - 15%

Peru

0 - 9%

Source: Annex 2-D: Canada Tariff Elimination Schedule, Annex 2-D:
Mexico Tariff Elimination Schedule, Annex 2-D: Peru Tariff Elimination
Schedule
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Key finding 2: Local automotive parts and components
manufacturers stand to benefit significantly by
becoming part of the global value chains of OEMs
located in Canada and Mexico
With tariff elimination, local automotive parts and components manufacturers have an opportunity
to become part of the global value chain of OEMs in Canada and Mexico
Canada and Mexico are both large automotive producers, ranked at number 12 and 6 in the world
respectively. On an annual basis, Canada produces approximately 1.4 million passenger vehicles while
Mexico produces approximately 3 million passenger vehicles. Both countries are home to a wide range of
global OEMs including Ford, General Motors (GM), Honda and Toyota.
Through tariff elimination and increased price competitiveness, Malaysian automotive parts and
components manufacturers have an opportunity to become part of the global value chain of OEMs located
in Canada and Mexico. These OEMs serve the large North American market, including the US. Mexico, for
example, exports approximately 89% of all vehicles produced out of which 80% are destined for the US.
Global OEMs in Canada and Mexico
Canada
•
•
•
•
•

Ford Motor Company
General Motors Company
Honda Motor Co., Ltd.
Stellantis N.V.
Toyota Motor Corporation

Mexico
• Audi AG
• Bayerische Motoren Werke
(BMW) AG
• Daimler AG
• FIat Chrysler Automobiles N.V.
• Ford Motor Company
• General Motors Company
• Honda Motor Co., Ltd.
• Mazda Motor Corporation
• Nissan Motor Corporation
• Stellantis N.V.
• Toyota Motor Corporation
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Such benefits, however, are contingent upon overcoming issues stemming from disparity in
standards, which can be addressed through collaboration among the CPTPP countries
Local automotive parts and components manufacturers are expected to face challenges exporting to
Canada and Mexico due to disparity in standards, which would make it difficult for manufacturers to reap
the benefits of CPTPP. This issue, however, can be addressed through harmonisation of standards among
the CPTPP countries.
Malaysia is also actively enhancing the quality of locally produced automotive parts and components to
meet the standards of OEMs under the National Automotive Policy (NAP) 2020, whereby the vision
includes development of Malaysia as a hub for export of components and spare parts.
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Case example: The CPTPP presents APM Automotive with an opportunity to expand its market presence and
gain from knowledge transfer

APM Automotive Holdings Berhad
Founded in 1971, APM Automotive is primarily a manufacturer of automotive parts and components for global
brands such as Ford, Honda and BMW.

How APM Automotive has grown

APM Automotive’s business plans

APM Automotive Holdings Berhad is primarily a
manufacturer
of
automotive
parts
and
components. It has excelled and maintained a
leading position in the vehicle sector of the OEM
industry.

With a vision of becoming a “Globally Preferred
Innovative Mobility Solutions Provider”, APM
Automotive plans to expand its market presence
in North America, Europe and Asia.
APM Automotive also plans to prioritise R&D for
revenue diversification and expansion.

The Group presently designs, assembles,
manufactures as well as distributes automotive
and locomotive parts and components such as
vehicle seat systems, air-conditioners, electrical
components, coil springs, metal component
parts, PVC body side moulding, shock
absorbers, tapered leaf springs, vehicle interior
linings, radiators and other automotive parts.

How APM Automotive can benefit from the
CPTPP
Benefit 1:
In line with its business plan, APM Automotive
can benefit from tariff elimination and expand its
export markets to Canada and Mexico under the
CPTPP. This will allow APM to enhance its
presence in the global value chain of OEMs.

APM exports locomotive and automotive parts to
more than 50 countries, with presence in the US,
Australia, the Netherlands, Indonesia, Vietnam,
Myanmar, the UK and Thailand.

Benefit 2:
APM Automotive can benefit from the CPTPP’s
cooperation and capacity building provisions
which would allow for knowledge transfer and
assist APM in its R&D efforts.

APM’s customers include global brands such as
Ford, Honda, Toyota, Audi, BMW, Kia, Mazda
and Nissan.

Source: MATRADE, APM Automotive Holdings Berhad corporate website
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Case example: The CPTPP provides opportunities for Sapura Industrial to grow its market, increase its
competitiveness within the global value chain and diversify its market segments through knowledge transfer

Sapura Industrial Berhad
An automotive components manufacturer since the early 1980s, Sapura Industrial Berhad serves global
brands such as Honda, Mazda and Mitsubishi.

How Sapura Industrial has grown

Sapura Industrial’s business plans

Sapura Industrial Berhad began its business in
manufacturing of automotive components and
coil spring products. Since then, the company
has expanded its business to include
manufacturing of high value added engines,
transmission and brake components, stabiliser
bars, chassis module assemblies and cold drawn
high-grade structured steel bars for the
automotive and E&E sectors.

Sapura Industrial aims to grow its presence in the
international
marketplace,
enhance
its
competitiveness within the global value chain and
further diversify its market segments particularly
into high-value, high-technology products and
services.
How Sapura Industrial can benefit from the
CPTPP

Customers of Sapura Industrial include Honda,
Mazda, Mitsubishi and UMW Kayaba. Sapura
Industrial also has presence in overseas markets
such as Thailand, India, and Ecuador.

Benefit 1:
Sapura Industrial can look to expand its market to
Canada and Mexico, in line with the company’s
aim to grow its presence in the international
marketplace. Tariff elimination will allow Sapura
Industrial’s product offerings to be more price
competitive, and enhance its competitiveness
within the global value chain.
Benefit 2:
The CPTPP widens sourcing of materials in terms
of origin, quality and price which can benefit
Sapura Industrial’s production and potentially
increase its competitiveness within the global
value chain.
Benefit 3:
Sapura Industrial can benefit from knowledge
transfer through the CPTPP’s cooperation and
capacity building initiatives to diversify into
high-value, high-technology products and services.

Source: Sapura Industrial Berhad corporate website
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Processed Food and Beverage Sector contributes
almost 2% to Malaysia’s GDP

Processed Food and Beverage Sector contributes 1.6% to Malaysia’s GDP
The size of the Processed Food and Beverage Sector was RM22.6 billion in 2019, accounting for 7.1% of
the manufacturing sector and 1.6% of Malaysia’s GDP. The Sector recorded an average growth rate of 6.4%
between 2015 and 2019, higher than the average growth rate of 4.9% for the Malaysian economy as a
whole. The Sector’s value add contribution represents approximately 15% of the gross output of processed
food and beverage products.
GDP contribution of the Processed Food and Beverage Sector (2015 constant prices)

Source: DOSM

Processed Food and Beverage exports account for 2.5% of Malaysia’s total exports
In 2019, Processed Food and Beverage exports totalled RM24.7 billion. Between 2015 and 2019, the
Sector’s share of total exports ranged from 2.2% to 3.0%. This was driven by fluctuations in export value of
cocoa (21.6% of total Processed Food and Beverage exports) and margarine and shortening (6.9% of total
Processed Food and Beverage exports).
Malaysia’s total Processed Food and Beverage exports
2015

2016

2017

2018

2019

Processed Food and Beverage exports
(RM billion)

21.1

23.4

23.1

22.3

24.7

% share of total exports

2.6%

3.0%

2.5%

2.2%

2.5%

Other merchandise exports (RM billion)

756.2

763.6

911.9

981.3

970.4

Note:
Processed Food and Beverage Sector consists of selected products under SITC 01 to 07 and 09 as well as all products under SITC 06 and 11
Source: DOSM
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Breakdown of Processed Food and Beverage exports (2019)

Source: DOSM

Processed Food and Beverage imports account for 2.7% of Malaysia’s total imports in 2019
Processed Food and Beverage imports totalled RM22.8 billion in 2019. The Sector’s share of total imports
decreased from 3.0% in 2015 to 2.7% in 2019. This is a result of slower growth in imports of processed food
and beverage as compared to overall imports in Malaysia.
Malaysia’s total Processed Food and Beverage imports
2015

2016

2017

2018

2019

Processed Food and Beverage imports
(RM billion)

20.4

21.5

23.3

22.6

22.8

% share of total imports

3.0%

3.1%

2.8%

2.6%

2.7%

Other merchandise imports (RM billion)

665.4

677.1

813.1

857.2

826.6

Note:
Processed Food and Beverage Sector consists of selected products under SITC 01 to 07 and 09 as well as all products under SITC 06 and 11
Source: DOSM

Breakdown of Processed Food and Beverage imports (2019)

Source: DOSM
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The Processed Food and Beverage Sector is not heavily reliant on imports as inputs for production
The foreign value added share of gross exports for the Processed Food and Beverage Sector, rose from
31.8% in 2014 to 32.1% in 2018. The 32.1% foreign value added share in 2018, although higher than
ASEAN’s average of 19.9% for the Processed Food and Beverage Sector, indicates that the Sector is not
overly reliant on imported inputs for food processing.
Food products, beverage and tobacco’s foreign value added share of gross exports

Source: OECD
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CPTPP countries account for 36% of Malaysia’s
Processed Food and Beverage exports

CPTPP countries account for more than a third of Malaysia’s total Processed Food and Beverage
exports
Processed Food and Beverage export destinations
(2019)

In 2019, CPTPP countries accounted for 36.4%
(RM10.8 billion) of Malaysia’s Processed Food
and Beverage exports, which faced tariffs between
0 and 313.5%. Among the CPTPP countries, the
major export destinations were Singapore (19.2%
of total Processed Food and Beverage exports),
Japan (4.4% of total Processed Food and
Beverage exports) and Vietnam (4.2% of total
Processed Food and Beverage exports).
Other major export destinations include China
(7.9% of total Processed Food and Beverage
exports), Indonesia (6.7% of total Processed Food
and Beverage exports), Thailand (5.5% of total
Processed Food and Beverage exports) and the
Philippines (4.2% of total Processed Food and
Beverage exports), all of which are non-CPTPP
countries.

Note: Processed Food and Beverage Sector consists of selected
products under HS2, 3, 4, 7, 8, 9 and 15 as well as all products under
HS10,11 and 16 to 22
Source: WITS

Key processed food and beverage products exported to CPTPP countries in 2019 were cocoa and
cocoa preparations
The key processed food and beverage products exported to CPTPP countries in 2019 were cocoa and
cocoa preparations (24.2% of total Processed Food and Beverage exports).
Key export destinations for cocoa and cocoa preparations among the CPTPP countries were Singapore
(19.4% of total cocoa and cocoa preparations exports) and Japan (10.9% of total cocoa and cocoa
preparations exports).
Processed food and beverage products exported to CPTPP countries (2019)

Note: Processed Food and Beverage Sector consists of selected products under HS2, 3, 4, 7, 8, 9 and 15 as well
as all products under HS10,11 and 16 to 22
Source: WITS
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Malaysia sourced 22% of processed food and
beverage products from CPTPP countries

CPTPP countries account for more than one fifth of Malaysia’s total Processed Food and Beverage
imports
Processed Food and Beverage import sources
(2019)

In 2019, CPTPP countries accounted for a
combined 22.1% (RM7.2 billion) of Malaysia’s
Processed Food and Beverage imports. Malaysia’s
imports for the Sector faced duties between 0 and
50%. Among the CPTPP countries, the major
import sources were New Zealand (6.8% of total
Processed Food and Beverage imports),
Singapore (6.4% of total Processed Food and
Beverage imports) and Australia (4.3% of total
Processed Food and Beverage imports).
Besides the CPTPP countries, other major import
sources include China (10.6% of total Processed
Food and Beverage imports), Thailand (9.0% of
total Processed Food and Beverage imports),
Indonesia (7.7% of total Processed Food and
Beverage imports) and the US (6.3% of total
Processed Food and Beverage imports).

Note: Processed Food and Beverage Sector consists of selected
products under HS2, 3, 4, 7, 8, 9 and 15 as well as all products
under HS10,11 and 16 to 22
Source: WITS

Key processed food and beverage products imported from CPTPP countries in 2019 were edible
dairy produce, eggs and honey
The key processed food and beverage products imported from CPTPP countries were edible dairy produce,
eggs and honey (32.0% of total Processed Food and Beverage imports).
Key import source for edible dairy produce, eggs and honey among the CPTPP countries were New
Zealand (45.1% of total edible dairy produce, eggs and honey imports) and Australia (11.8% of total edible
dairy produce, eggs and honey imports).
Processed food and beverage products imported from CPTPP countries (2019)

Note: Processed Food and Beverage Sector consists of selected products under HS2, 3, 4, 7, 8, 9 and 15 as
well as all products under HS10,11 and 16 to 22
Source: WITS
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Key finding 1: CPTPP opens up access to Canada,
Mexico and Peru, and expands export
opportunities to Japan for Processed Food and
Beverage exporters
Canada, Mexico, Peru and Japan imported USD61 billion worth of Processed Food and Beverage in
2019
In 2019, Canada, Mexico, Peru and Japan imported USD61 billion worth of Processed Food and Beverage.
Japan was a net importer of Processed Food and Beverage while Canada, Mexico and Peru were net
exporters. Japan recorded a trade deficit of USD23 billion, while Canada, Mexico and Peru recorded a
combined trade surplus of USD22 billion.
Although Canada, Mexico and Peru recorded trade surplus, these countries were still significant importers,
importing USD32 billion worth of Processed Food and Beverage in 2019. The key import source for the
three countries in 2019 was the US (56.4% of total Processed Food and Beverage imports).
Balance of trade in Processed Food and Beverage for Canada, Mexico, Peru and Japan (2019)

Note: Processed Food and Beverage Sector consists of selected products under HS2, 3, 4, 7, 8, 9 and 15 as well
as all products under HS10,11 and 16 to 22
Source: WITS

Tariff elimination will increase Malaysia’s export competitiveness in Canada, Mexico, Peru and
Japan
Upon ratification and EIF of the CPTPP, tariffs for
Processed Food and Beverage will reduce from a
maximum of 313.5% for Canada, 158% for
Mexico, 17% for Peru and 52.5% for Japan based
on the tariff elimination schedule for the
respective countries.

Processed Food and Beverage Tariffs imposed by
Canada, Mexico, Peru and Japan

The substantial tariff reduction is expected to
increase the price competitiveness of Malaysia’s
Processed Food and Beverage exports.

Country

MFN Tariff

Canada

0 - 313.5%

Mexico

0 - 158%

Peru

0 - 17%

Japan

0 - 52.5%

Source: Annex 2-D: Canada Tariff Elimination Schedule, Annex 2-D:
Mexico Tariff Elimination Schedule, Annex 2-D: Peru Tariff Elimination
Schedule, Annex 2-D: Japan Tariff Elimination Schedule
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Key finding 2: Sanitary and Phytosanitary measures in
the CPTPP help increase transparency and
regulatory cooperation to facilitate trade of
Processed Food and Beverage
CPTPP countries are encouraged to cooperate and exchange information on SPS measures
The CPTPP encourages cooperation and transparency in the implementation of Sanitary and Phytosanitary
(SPS) measures, which are integral to ensure that human, animal or plant life or health are protected from
pests and diseases that may be brought in by imported agricultural products.
SPS provisions under the CPTPP builds on the existing World Trade Organization (WTO) SPS Agreement.
The CPTPP establishes a Committee on Sanitary and Phytosanitary Measures to foster cooperation on
relevant matters.
Key functions of Committee on Sanitary and Phytosanitary Measures include:
• Serves as a forum for CPTPP countries to discuss SPS issues
• Identifies and develops technical assistance and cooperation projects on SPS measures
• Consults on SPS matters that are of mutual interest to CPTPP countries

CPTPP countries are required to publish their list of SPS measures, which must conform to international
standards. In the event of non-conformance, these measures must be supported by documented and
objective scientific evidence. Under the CPTPP, SPS measures are open to comments and risk
assessments in order to ensure the necessary level of SPS protection is provided by CPTPP countries.
Nevertheless, any inspection and discussion on SPS measures imposed by any CPTPP country should not
impede ongoing trade activities and should be conducted over a reasonable period of time.
SPS measures coverage ratio for processed food and beverage products imposed by CPTPP countries (%)

Note: Coverage ratio imposed by CPTPP countries on imports from all trading partners
Source: WITS

CPTPP enhances mutual understanding regarding the implementation of SPS measures, leading to
improvements in efficiency
The SPS measures coverage ratio imposed by most CPTPP countries are higher than Malaysia. The
CPTPP provisions enable the reassessment of SPS measures that have been arbitrarily imposed by
CPTPP countries, which could then lead to the improvement of trade processes’ efficiency. As a result,
Malaysia’s processed food products will not be undermined by arbitrary SPS measures within the CPTPP
market. In addition, cooperation on SPS matters of mutual interest such as trade facilitation initiatives and
technical assistance is encouraged.
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Key finding 3: The CPTPP provides local food companies
with international growth and expansion
opportunities

CPTPP provides Malaysian food companies with international growth and expansion opportunities
Local food companies have successfully pursued international growth and expansion opportunities. The
CPTPP increases opportunities for more local food companies to grow internationally. This is achieved
through elimination of tariffs as well as reduction of non-tariff barriers for Malaysian processed food exports
(including exports to Canada, Mexico and Peru, countries with which Malaysia does not have an FTA) and
providing increased protection for local food companies investing in other CPTPP countries.
Case example: Local food companies that have successfully pursued international growth and expansion
opportunities
Company

Description

Aik Cheong
Coffee Roaster
Sdn Bhd

Founded in 1955, Aik Cheong is proudly carving a niche for itself in the premier brewing and
coffee consumption facets, both locally and internationally.

Baba Products
(M) Sdn Bhd

Malaysia's leading curry powder and spice brand, with a market share of more than 60% in
Malaysia. Can be found in North America, Canada, Europe, South Africa, Australia and most of
Southeast Asia.

Brahim’s
Holdings Berhad

Founded in 1983 as a logistics and warehouse company, the brand is the world’s biggest Halal
flight kitchen and garnered multi-winning awards for quality and excellence.

Mamee
Double-Decker
(M) Sdn Bhd

Recipient of the Successful Malaysian Halal Company Award 2018 which honours the
outstanding contribution of Mamee in penetrating the global Halal market.

Munchy Food
Industries Sdn
Bhd

A Malaysia-based snack food manufacturer founded in 1991 with presence in over 50 countries
around the world.

Ramly Food
Processing Sdn
Bhd

Currently exports its products to various Asian countries including Singapore, Thailand,
Indonesia and Bangladesh. Also planning to export its products to other countries, including
Japan.

Source: Corporate websites, News articles
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Case example: The CPTPP presents opportunities for Fusipim to benefit from tariff elimination and partnering
with foreign SMEs in CPTPP countries to expand its global exports

Fusipim Sdn Bhd
Founded in 1988, Fusipim is a Halal certified, ready-to-cook, frozen fish-based seafood manufacturer.

How Fusipim has grown

Fusipim’s business plans

In the last 33 years, Fusipim has grown to
provide a wide variety of products, including
fishball (tobiko), seafood steamboat combo,
cheese fish ball, cheese fish tofu, fish noodles
and condiments, as well as sauces such as
sambal nasi lemak and nacho cheese.

Fusipim plans to continue expanding its global
footprint in the export market through actively
seeking new frontiers and partners.
How Fusipim can benefit from the CPTPP
Benefit 1:
As CPTPP countries eliminate tariffs, Fusipim will
benefit from increased price competitiveness. With
the CPTPP, Fusipim can penetrate into new
markets such as Chile, Mexico and Peru to
expand its global footprint.

Fusipim also adopted the Individual Quick
Freezing (IQF) technology in its process which
allows a two-year shelf life wherein freshness
and quality are preserved.
Fusipim exports its products to more than 15
countries, including the US, Canada, Japan,
Australia, New Zealand, Singapore, Brunei
Darussalam, Indonesia, Vietnam, the Philippines,
Timor Leste, Hong Kong SAR, Saudi Arabia, the
UAE, Cambodia and Myanmar.

Benefit 2:
Fusipim can benefit from CPTPP through the
establishment of Committee on SMEs. The
Committee provides a platform for CPTPP
countries to explore mechanisms that facilitate
SMEs in harnessing commercial opportunities
arising from CPTPP. It also provides assistance to
SMEs through seminars, workshops or other
activities that enable SMEs to better understand
and utilise the opportunities that can be derived
from CPTPP.

Source: SME Corp, MATRADE, Fusipim Sdn Bhd corporate website
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Case example: The CPTPP widens sourcing options and presents opportunities for MGV Industries to expand
its market and become part of global value chains

MGV Industries Sdn Bhd (formerly known as Madura Industries Sdn Bhd)
Founded in 1991, MGV produces beverages including soft drinks, isotonic drinks, vitamin-enriched drinks and
sparkling tropical juices.

How MGV has grown

MGV’s business plans

MGV, a Bumiputera company, was established in
1991 with an initial capital of RM50,000. Its local
distribution channels include fast moving
convenience outlets such as PETRONAS Mesra
stores and 7-Eleven; and major hypermarkets
such as Tesco, Giant, Mydin and Carrefour.
Since 1998, the company started exporting its
products to Indonesia, Singapore, Brunei
Darussalam and China.

To grow the company, MGV plans to:
• Expand its market to include OEM contract
bottling services
• Achieve RM100 million in sales by 2022 with
Blue Ocean Strategy

How MGV can benefit from the CPTPP

MGV received financial support from SME Corp,
as well as technical assistance and advisory
services from Malaysian Agricultural Research
and Development Institute (MARDI). Its tropical
sparkling juices which were produced in
collaboration with MARDI marked a significant
shift in direction towards higher value added
products using tropical resources.

Benefit 1:
As CPTPP countries eliminate tariffs, MGV
products will become more price competitive.
Thus, with the CPTPP, MGV may access new
markets such as Canada, Mexico and Peru to
achieve its RM100 million sales target.
Benefit 2:
The CPTPP presents opportunities for MGV to be
part of the global value chain. This aligns with
MGV’s plans to expand into OEM contract bottling
services. MGV has the opportunity to potentially
acquire new customers intending to leverage the
low to zero tariffs when exporting their products to
other CPTPP countries.
Benefit 3:
In terms of origin, quality and price, the CPTPP
widens sourcing of materials which can improve
the production of MGV products while also
assisting in product differentiation.

Source: SME Corp, MGV Industries Sdn Bhd corporate website
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Services Sector contributed more than half of
Malaysia’s GDP

The contribution of the Services Sector to Malaysia’s GDP has been increasing over the years, with
Wholesale and Retail Trade Services being the major contributors
The Services Sector is the largest contributor to Malaysia’s GDP, which accounted for 57.6% in 2019
(RM820.9 billion). The Sector grew at an average growth rate of 6.3% between 2015 and 2019, higher than
the average growth rate of 4.9% for the Malaysian economy as a whole. As a result, the Services Sector’s
share of GDP has increased from 54.7% in 2015 to 57.6% in 2019.
From 2015 to 2019, Wholesale and Retail Trade Services remained as the largest services sub-sector, with
29.6% share of total Services Sector in 2019. This is followed by Government Services (14.5% of total
Services Sector), and Finance and Insurance Services (11.4% of total Services Sector).
Domestic demand is the primary driver of the Services Sector. It consists of expenditure from Malaysian
households, and local industries that rely on the Services Sector to support operations, production, and
trade.
GDP of the Services Sector (2015 constant prices)
2015

2016

2017

2018

2019

% Share of
Services
(2019)

Average
Growth %
(2015-2019)

RM billion
643.9

680.6

723.4

773.0

820.9

100.0%

6.3%

234.4

247.5

264.0

282.2

300.2

36.6%

6.4%

Finance and Insurance

78.6

80.7

84.5

89.1

93.4

11.4%

4.4%

Real Estate and
Business Services

51.4

55.0

59.1

63.7

68.8

8.4%

7.6%

Transport and Storage

42.1

44.5

47.2

50.2

53.6

6.5%

6.3%

Information and
Communication

62.3

67.3

73.1

79.1

84.3

10.3%

7.9%

Total Services
Intermediate Services

Source: DOSM, PwC analysis
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GDP of the Services Sector (2015 constant prices) - cont’d
2015

2016

2017

2018

2019

% Share of
Services
(2019)

Average
Growth %
(2015-2019)

RM billion
409.5

433.1

459.4

490.8

520.7

63.4%

6.2%

Wholesale and Retail
Trade

184.0

195.7

209.9

227.2

242.7

29.6%

7.2%

Food & Beverages and
Accommodation

36.2

38.8

41.7

45.5

49.9

6.1%

8.3%

Utilities

31.7

33.4

34.4

36.1

38.3

4.7%

4.8%

Government Services

99.8

104.6

109.7

114.9

118.9

14.5%

4.5%

Other Services

57.7

60.5

63.6

67.2

70.9

8.6%

5.3%

Final Services

Source: DOSM, PwC analysis
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Malaysia’s Services exports have been growing

The trade deficit of the Services Sector is at its lowest since 2015
In 2019, Malaysia’s Services exports recorded an all-time high of RM169.8 billion, driven by favourable
performances in Travel, Other Business Services and Transport. Between 2015 and 2019, Services exports
recorded an average growth rate of 5.8%.
Meanwhile, Malaysia’s Services imports totalled RM180.7 billion in 2019. Between 2015 and 2019, Services
imports rose by an average growth of 3.7%.
The performance of exports in 2019 has contributed to a smaller Trade in Services deficit of RM10.9 billion,
the lowest since 2015.
Exports, Imports and Balance of Trade in Services (2015-2019)
(RM billion)

Source: DOSM

Malaysia recorded surplus in Travel Services
In 2019, trade in the Services Sector occurred mainly in the Travel, Transport, Other Business Services, as
well as Telecommunications, Computer and Information Services sub-sectors. The largest contributors to
exports were Travel (48.4% of total Services exports) and Other Business Services (17.2% of total Services
exports) while the largest contributors to imports were Travel (28.4% of total Services imports) and
Transport (26.3% of total Services imports).
Exports, Imports and Balance of Trade in Services for major sub-sectors (2019)

Note: Other services include manufacturing services on physical inputs owned by others, construction, personal, cultural and recreational services,
government goods and services
Source: DOSM
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CPTPP countries account for almost 33% of
Malaysia’s Services exports

CPTPP countries account for almost a third of Malaysia’s total Services exports
In 2019, CPTPP countries accounted for 32.8%
(RM55.9 billion) of Malaysia’s Services exports.
Among the countries, the major export
destinations were Singapore (24.1% of total
Services exports), Japan (3.1% of total
Services exports) and Australia (3.1% of total
Services exports).
Other major export destinations include the US
(13.6% of total Services exports), China (10.4%
of total Services exports), Indonesia (8.7% of
total Services exports) and India (4.6% of total
Services exports), all of which are non-CPTPP
countries.

Services export destinations (2019)

Note: CPTPP countries refer to Australia, Brunei Darussalam, Japan,
New Zealand and Singapore only. Data was unavailable for Canada,
Chile, Peru, Mexico and Vietnam
Source: DOSM

Key services exported to CPTPP countries in 2019 was Travel Services
The key services exported to CPTPP countries in 2019 was Travel Services, valued at RM27.4 billion
(49.0% of total Services exports to CPTPP countries). Personal travel was the largest component of Travel
Services exports.
Key export destinations for Travel Services among the CPTPP countries were Singapore (75.6% of total
Travel Services exports), Brunei Darussalam (9.7% of total Travel Services exports) and Japan (7.8% of
total Travel Services exports).
Services exported to CPTPP countries (2019)

Note: CPTPP countries refer to Australia, Brunei Darussalam, Japan, New Zealand and Singapore only. Data was
unavailable for Canada, Chile, Peru, Mexico and Vietnam. Other services include manufacturing services on
physical inputs owned by others, construction, personal, cultural and recreational services, as well as other
government goods and services
Source: DOSM
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Almost 30% of Services Sector imports are from
CPTPP countries

CPTPP countries account for more than a quarter of Malaysia’s total services imports
In 2019, CPTPP countries accounted for a
combined 29.5% (RM53.5 billion) of
Malaysia’s Services imports. Among the
CPTPP countries, the major import sources
were Singapore (21.3% of total Services
imports), Japan (4.6% of total Services
imports) and Australia (2.5% of total
Services imports).
Besides the CPTPP countries, other major
import sources include the US (12.8% of
total Services imports), China (12.7% of
total Services imports), the UK (5.8% of
total Services imports) and Thailand (4.5%
of total Services imports).

Services import sources (2019)

Note: CPTPP countries refer to Australia, Brunei Darussalam, Japan, New
Zealand and Singapore only. Data was unavailable for Canada, Chile, Peru,
Mexico and Vietnam
Source: DOSM

Key services imported from CPTPP countries in 2019 was Travel Services
The key services imported from CPTPP countries in 2019 was Travel Services (36.3% of total Services
imports from CPTPP countries).
Key import sources for Travel Services among the CPTPP countries were Singapore (79.8% of total Travel
Services imports), Australia (9.7% of total Travel Services imports) and Brunei Darussalam (7.6% of total
Travel Services imports).
Services imported from CPTPP countries (2019)

Note: CPTPP countries refer to Australia, Brunei Darussalam, Japan, New Zealand and Singapore only. Data was
unavailable for Canada, Chile, Peru, Mexico and Vietnam. Other services include: manufacturing services on
physical inputs owned by others, construction, personal, cultural and recreational services, as well as other
government goods and services
Source: DOSM
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Key finding 1: Malaysia’s Services exports can
capitalise on the transparent and predictable
operating conditions in CPTPP markets

CPTPP enhances market access for Malaysia’s Services exports
Malaysia’s top Services Sector exports are aligned with CPTPP countries’ top Services imports. Malaysia’s
top three Services Sector exports are Travel, Other Business Services and Transport Services, which
accounted for 78.2% of Malaysia’s Services exports in 2019. These three sub-sectors accounted for
between 59% and 81% of total Services Sector imports for Australia, Canada, Japan and Mexico in 2019.
The CPTPP encourages exports of services across all modes, including through the recognition of
professional qualifications, licensing or registration. This will facilitate greater regulatory alignment among
the CPTPP countries.
Other Business Services
Malaysia’s exports of Other Business Services to selected CPTPP countries (Australia, Japan, Brunei
Darussalam and New Zealand) totalled RM10.0 billion in 2019 (34.0% of total Other Business Services
exports in 2019). Within Other Business Services, Malaysia has strengths in technical, trade-related and
other business services, as well as professional and management consulting services which contributed
50.0% and 43.4% to Malaysia’s total exports of Other Business Services respectively in 2019.
The CPTPP has mechanisms in place to facilitate greater mutual recognition of qualifications and licenses
which is particularly important in the Professional Services Sector. As a result of this, the ability of Malaysian
professional services companies and individuals to export their services to the CPTPP market will be
enhanced.
Key examples of CPTPP market access outcomes for Malaysian exporters of business and professional
services include:
•

Malaysian suppliers are able to compete for business procurement contracts in the areas of accounting
and taxation services

Transport Services
Malaysia’s exports of Transport Services to selected CPTPP countries (Australia, Japan, Brunei Darussalam
and New Zealand) totalled RM9.9 billion in 2019, representing 45.4% of Malaysia’s total Transport Services
exports in 2019. By removing key barriers and providing more transparent and predictable operating
conditions, the CPTPP increases the competitiveness of local providers as well as the ease of exporting
transport services.
Key examples of CPTPP market access outcomes for Malaysian exporters of transport services include:
Simplified customs procedures that will reduce the time taken to clear goods e.g. allowing advance
electronic submission and processing of customs information
• Market access for postal and courier services
•
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Key finding 2: Since 2009, the Services Sector has
experienced additional autonomous liberalisation
to stimulate further growth and development

Malaysia’s Services Sector has experienced liberalisation over the years. This has been mainly driven by
several policies and measures such as the 11th Malaysia Plan, Services Sector Blueprint and Autonomous
Liberalisation Packages. The liberalisation of the Services Sector was undertaken to attract foreign
investment and further develop the Sector.
Autonomous liberalisation had largely occurred:
•
•

In 2009, whereby 27 services sub-sectors were liberalised with up to 100% foreign equity participation
In 2012, whereby another 18 services sub-sectors were liberalised with up to 100% foreign equity
participation

Hence, liberalisation of the Services Sector is not new for Malaysia. Since the autonomous liberalisation of
Malaysia's Services Sector, local services suppliers have been encouraged to compete with foreign
services suppliers. Further liberalisation under the CPTPP is therefore expected to have a minor impact.
However, for Services Sectors or sub-sectors that are deemed sensitive, Malaysia has secured full
exemptions from the CPTPP Trade in Services Chapter obligations. Additionally, there are also sectors or
sub-sectors that have been granted partial exemptions in areas where Malaysia wants to further develop
the capabilities and competitiveness of local services suppliers.
Full exemptions allow Malaysia to retain flexibility to implement Government policies, including to maintain
existing policies or to introduce new policies which may discriminate between Malaysian and foreign
services suppliers. These sectors are carved-out from the key obligations under the Trade in Services
Chapter (Annex II). Some examples of sectors or sub-sectors that fall under Malaysia’s Annex II include,
but are not limited to, the following:
•
•

•
•

•

Any measures relating to providing assistance to Bumiputera for the purpose of supporting the
Bumiputera participation in the Malaysian market
Any measures relating to wholesale and distribution services for rice, sugar (other than refined sugar for
food and beverage manufacturers), flour, liquor and alcoholic beverages, tobacco and cigarettes
products
Any measures relating to the provision of gaming, betting and gambling including supply and suppliers of
betting and gambling equipment, wholesale and retail
Any measures relating to the supply of law enforcement and correctional services, as well as social
services established for a public purpose: income security or insurance, social security or insurance,
social welfare, public education, public training, health and child care
Any measures affecting critical elements of air transport services. These include airport operation
services; aircraft repair and maintenance services; ground handling services; specialty air services; and
investment in air transport services covering passenger and freight transportation frequencies and
routing by air
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Partial exemptions allow Malaysia to maintain its existing laws, regulations and policies that may provide
Malaysian services suppliers with an advantage over foreign suppliers. In these sectors, Malaysia has
committed to maintain the existing market conditions (Annex I). These partial exemptions should be read
together with the full exemptions in Annex II.
Some examples of sectors or sub-sectors that fall under Malaysia’s Annex I include, but are not limited to,
the following:
•

•

•
•
•

Restriction of not allowing foreign services suppliers to operate supermarkets, mini markets, permanent
wet markets, permanent pavement markets, fuel stations with or without kiosk, news agent, medical hall,
Malaysian cuisine restaurants, bistro, jewellery stores and textile stores
Regulations for foreign companies to be subjected to equity cap, Bumiputera directorship, Bumiputera
SME product allocation, local workforce, and zoning guidelines for all hypermarkets, superstores,
departmental stores, specialty stores, franchise businesses, and convenience stores
Restriction of not allowing foreign shipping vessels to provide and supply domestic shipping services,
maritime cabotage services and government cargo
Limitations on foreign participation (such as foreign shareholding cap up to 51% and local management)
for international maritime transport services
Restriction of not allowing foreign services suppliers to distribute products such as fabrics and apparels
of batik
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Construction Sector contributed nearly 5% to
Malaysia’s GDP in 2019

Construction Sector GDP has been stable over the last few years
The size of the Construction Sector was RM66.5 billion in 2019, accounting for 4.7% of Malaysia’s GDP.
The Sector grew at an average growth rate of 4.7% between 2015 and 2019, which is slower than the
overall economic growth during the same period.
GDP contribution of the Construction Sector (2015 constant prices)

Source: DOSM

Construction Sector contributed 6.8% of Malaysia’s net FDI flows
In 2019, the Construction Sector recorded RM2.2 billion worth of net FDI flows, representing 6.8% of total
net FDI flows for the year.
Between 2015 and 2019, net FDI flows for the Construction Sector fluctuated between RM0.7 billion and
RM3.0 billion.
Net FDI flows for the Construction Sector

Source: DOSM
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Between 2015 and 2019, the number of registered contractors in Malaysia increased by 48%
Registered contractors in Malaysia are classified by categories, from G1 to G7, with G1 contractors having
the lowest paid-up capital requirements and tendering capacity while G7 contractors, the highest.
The growth in the number of registered contractors from 70,707 to 104,858 is mostly attributed to increased
registrations of small enterprises (G1, G2, G3 category contractors), which saw 27,640 new companies
registered within the period.
Classification of contractors by size of company and category
Size of Company

Small

Medium

Large

Categories

Paid-up Capital
(RM)

Tendering Capacity
(RM)

G1

5,000

< 200,000

G2

25,000

< 500,000

G3

50,000

< 1,200,000

G4

150,000

< 3,000,000

G5

200,000

< 5,000,000

G6

500,000

<10,000,000

G7

750,000

No Limit

Source: Construction Industry Development Board (CIDB)

Number of registered contractors by the size of company

Source: CIDB
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About 92% of registered contractors were SMEs in
2019

Small enterprises accounted for the largest share of registered contractors
In 2019, 91.7% of registered contractors were SMEs, out of which 78.9% were small and the remaining
were medium enterprises. Large enterprises accounted for only 8.3% of total registered contractors.
Percentage of registered contractors by the size of company (2019)

Source: CIDB

Public sector construction projects contributed only a quarter of the total value of construction
projects in Malaysia
In 2019, the value of public and private sector construction projects in Malaysia totalled RM107.5 billion, of
which RM79.9 billion (74.3%) were private sector projects and RM27.6 billion (25.7%) were public sector
projects. Thus, the Sector has relatively low dependence on Government projects.
The obligations in the Government Procurement Chapter only cover public sector construction projects and
do not extend to the private sector projects. As such, the majority of this Sector will not be affected by the
CPTPP.
Value of public and private sector projects (2019)

Source: CIDB
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Key finding 1: Adoption of 1998 ILO Declaration
improves Malaysia's labour standards, resulting in
better welfare for workers

The Construction Sector in Malaysia is highly labour intensive
The Construction Sector employed 1.3 million workers in 2019 out of which, 22.5% (287,200 workers) were
registered foreign workers. The Sector employs a relatively high proportion of foreign workers in
comparison to the Malaysian economy as a whole, which employed only 14.6% of foreign workers in 2019.
Share of foreign workers to total employment in the Construction Sector (2019)

Source: DOSM

CPTPP serves as a catalyst in ensuring effective enforcement of Malaysia’s labour laws
The adoption of 1998 ILO Declaration required by the CPTPP, coupled with effective enforcement, will
provide assurance to workers in the Construction Sector in terms of acceptable working conditions related
to minimum wages, hours of work and occupational health and safety.
The COVID-19 pandemic has further emphasised the importance of adopting 1998 ILO Declaration by
Malaysia, although this may result in increased risks of work disruption and costs associated with labour
disputes.
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Key finding 2: Contractors in the G1 to G6 categories
are not affected by the partial liberalisation of
Government Procurement

Local contractors who are bidding for projects below Malaysia’s Government Procurement
threshold in the CPTPP will not be affected
Upon ratification and EIF of the CPTPP for Malaysia, the threshold for Malaysia’s Construction Sector is set
at SDR63 million (RM370 million). This value will be gradually decreased to SDR14 million (RM82 million)
on Year 21 of CPTPP implementation for Malaysia. Therefore, contractors from CPTPP countries are not
allowed to bid for contracts below the thresholds set for the respective years.
When the threshold for Construction Sector is reduced to SDR14 million (RM82 million), the only category
of local contractors who would be impacted are those that fall under category G7 which are large
companies. G1 to G6 category contractors who operate within much lower thresholds will not be affected
by this reduction. The Government will also maintain flexibilities to accord preferences to Bumiputera
contractors, of up to 30% of the contract value.
The obligations under the Government Procurement Chapter do not cover certain procurements under
construction services such as dredging services and slope maintenance, improvement or reconstruction.
Transitional thresholds for construction services under Annex 15-A
Year Following EIF of
CPTPP for Malaysia

Threshold (SDR)

Threshold (RM)

Year 1 - Year 5

63,000,000

370,440,000

Year 6 - Year 10

50,000,000

294,000,000

Year 11 - Year 15

40,000,000

235,200,000

Year 16 - Year 20

30,000,000

176,400,000

Year 21 onwards

14,000,000

82,320,000

Note: Based on a cut-off exchange rate at SDR1 = RM5.88, as published by Bank Negara Malaysia on 14 January 2022
Source: Annex 15-A Schedule of Malaysia
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Since the CPTPP, Vietnam’s exports to Canada,
Mexico and Peru grew almost 30% in 2019

Vietnam ratified the CPTPP in November 2018, and the Agreement entered into force in January
2019
Among the CPTPP countries, Vietnam is the country with the lowest GDP per capita (USD2,715 in 2019),
and the only non-market economy.
The CPTPP provided Vietnam with market access to countries such as Canada, Mexico and Peru, with
which Vietnam previously did not have an FTA. In Canada, 94% of goods originating from Vietnam have
enjoyed duty free treatment since 2020 (Year 3). The remaining 6% of goods will be gradually reduced and
fully liberalised by 2029 (Year 12).
For Mexico, 77% of goods originating from Vietnam have enjoyed duty free treatment since 2020 (Year 3).
The remaining 23% of goods will be gradually reduced and fully liberalised by 2033 (Year 16).
Since Peru ratified the CPTPP in 2021 (Year 4), 81% of goods originating from Vietnam have enjoyed duty
free treatment. The remaining 19% of goods will be gradually reduced and fully liberalised by 2033 (Year
16).
Vietnam, in turn, eliminated tariffs on 66% of goods imported from all CPTPP countries, upon EIF of the
Agreement. From 2021, almost 86% of goods imported from CPTPP countries enjoy duty free treatment in
Vietnam.
In recent years, Vietnam has recorded relatively high and stable GDP growth
Vietnam recorded GDP at current prices of USD262 billion and a real GDP growth of 7% in 2019. From
2015 to 2019, Vietnam recorded relatively stable real GDP growth, ranging between 6% and 7%.
Composition of the Vietnamese economy (2019)

Agriculture and Industry Sector
remain dominant, contributing to
53.8% of Vietnam’s GDP in 2019

Source: WITS, Ministry of Industry and Trade Vietnam, ISEAS Yusof Ishak Institute, ADB, PwC analysis
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Since implementing the CPTPP, Vietnam has experienced growth in exports to Canada, Mexico and
Peru
Vietnam’s exports to these three countries increased by 29.7% in 2019, compared with overall export
growth of 8.5%. The largest export sector of Vietnam to all three countries was E&E, which experienced a
90% weighted average growth in 2019. The key product exported from Vietnam to Mexico was integrated
circuits (USD1.5 billion) while the key product exported to Canada and Peru was telephones worth USD1.0
billion and USD168 million respectively.
Vietnam’s exports to Canada, Mexico and Peru
29.7% growth
rate in 2019

Note: Figures may not necessarily add up due to rounding
Source: WITS

While exports to Canada, Mexico and Peru increased significantly, Vietnam’s exports to the remaining
CPTPP countries also grew 3.5% in 2019.
Vietnam’s exports to the remaining CPTPP countries

Note: Figures may not necessarily add up due to rounding
Source: WITS
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The strong export growth led to Vietnam’s trade
surplus with CPTPP countries

The high growth of exports to CPTPP countries, particularly Canada, and the low growth of imports from
CPTPP countries led to an improvement in Vietnam’s trade balance with CPTPP countries in 2019.
Vietnam’s overall trade balance

Source: WITS

Vietnam’s imports from CPTPP countries grew only 0.7% in 2019
Despite ratifying the CPTPP in November 2018, Vietnam’s imports from CPTPP countries grew only
marginally at 0.7% in 2019, much lower than growth of previous years (2018: 10.8% and 2017: 16.6%). The
low growth was driven by a reduction in imports from Singapore, Malaysia and Mexico.
Vietnam’s imports from CPTPP countries

Note: Figures may not necessarily add up due to rounding
Source: WITS
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CPTPP improves the attractiveness of Vietnam as an
investment destination

In 2019, Vietnam’s FDI recorded a 10-year high of USD39 billion, representing a year-on-year
increase of 7.1%
Korea and Hong Kong SAR were the
largest sources of FDI, representing
42.4% of total FDI in Vietnam.
Non-CPTPP countries account for more
than half of Vietnam’s total FDI.
Investors from these countries will likely
gain from the preferential treatment in
the CPTPP by locating their operations
in Vietnam.

Vietnam’s FDI sources (2019)

CPTPP countries remain a significant
source of FDI for Vietnam, representing
24.3% of total FDI.
Note: Figures may not necessarily add up due to rounding
Source: Vietnam General Statistics Office

Despite the COVID-19 pandemic, FDI from CPTPP countries increased by 36% in 2020
FDI from CPTPP countries increased to USD12.9 billion (41.4% of total FDI), representing a 36%
year-on-year increase.
This increase was driven by a 116%
increase in FDI from Singapore, from
USD4.4 billion to USD9.5 billion.

Vietnam’s FDI sources (2020)

Singapore also overtook Korea and
Hong Kong SAR to become the largest
source of FDI in 2020.

Note: Figures may not necessarily add up due to rounding
Source: Vietnam General Statistics Office

Vietnam is a key destination for investments from countries that are also key sources of investments for
Malaysia. As such, if Malaysia does not ratify or further delays ratification of the CPTPP, Malaysia may
lose out on possible FDI from CPTPP countries, which could instead be diverted to Vietnam.
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Malaysia likely to increase exports to new
markets namely Canada, Mexico and Peru

The combined imports of Canada, Mexico and Peru amounted to nearly USD1 trillion
Canada, Mexico and Peru recorded a combined GDP of USD3.2 trillion in 2019. The combined imports of
these 3 countries was slightly higher than combined exports in 2019, albeit both amounted to about USD1
trillion. In the same year, Canada was a net importer, while Mexico and Peru were net exporters.
The trade balance of Canada, Mexico and Peru (2019)

Note: Figures may not necessarily add up due to rounding
Source: WITS

Revealed Comparative Advantage (RCA) against Canada, Mexico and Peru
Malaysia has a comparative advantage against all 3 countries (i.e. Canada, Mexico and Peru) in 5 sectors,
namely:
•
•
•
•
•

E&E
Palm Oil
Chemicals
Optical and Scientific Equipment
Plastics

These sectors have an RCA Index of more than 1 and could result in increase of Malaysia’s exports to
Canada, Mexico and Peru.
Note: RCA is an index used in international economics for calculating the relative advantage or disadvantage of a certain country in a certain class
of goods or services as evidenced by trade flows with a country(s). The RCA is calculated by dividing the share of a country’s exports in a sector
with that of a reference group of countries. If RCA>1, the country has a revealed comparative advantage in exports of the good or sector
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Malaysia’s RCA index with Canada, Mexico and Peru
Sector and Product

RCA Index (2019)
Canada

Mexico

Peru

E&E

2.39

1.42

1.19

Palm Oil

2.76

2.79

1.19

Textiles

1.41

0.97

0.84

Machinery and Equipment

1.07

0.61

1.18

Chemicals

1.07

1.90

1.12

Oil and Gas

0.75

1.63

1.09

Metal, and Iron and Steel

0.92

1.37

0.96

Medical Devices

1.72

0.62

1.19

Optical and Scientific Equipment

1.58

1.23

1.19

Plastics

1.20

1.48

1.13

Automotive Parts and Components

0.25

0.10

1.15

Processed Food and Beverage

0.63

0.88

0.83

Source: WITS, PwC analysis

Malaysia’s key products traded with Canada, Mexico and Peru
In 2019, Malaysia exported USD3.2 billion (1.3% of Malaysia’s total exports) worth of goods to Canada,
Mexico and Peru. Malaysia imported USD1.3 billion (0.6% of Malaysia’s total imports) worth of goods from
these countries.
The largest export products to Canada, Mexico and Peru were E&E (51.8% of total exports to the three
countries), Machinery and Equipment (10.0% of total exports to the three countries) as well as Metal, and
Iron and Steel (7.6% of total exports to the three countries).
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Malaysia’s trade with Canada, Mexico and Peru (2019)

Note: Figures may not necessarily add up due to rounding
Source: WITS

Composition of Malaysia’s exports to Canada, Mexico and Peru for selected sectors (2019)
Sector

% Share of Total Exports
to Canada, Mexico and Peru

E&E

51.8

Machinery and Equipment

10.0

Metal, and Iron and Steel

7.6

Chemicals

4.8

Processed Food and Beverage

4.4

Plastics

2.4

Optical and Scientific Equipment

1.5

Textiles

1.4

Source: WITS, PwC analysis

Upon ratification and EIF of the CPTPP, Malaysia will be able to scale up exports to Canada, Mexico and
Peru, especially for products in which Malaysia has an RCA Index of more than 1. This is facilitated by
lower cost of doing business between Malaysia and these countries through elimination of tariffs as well as
reduction of non-tariff measures.
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Example:
Duty-free access accorded to Malaysia’s export products can lead to potential cost savings for importers
in Mexico
Based on Mexico’s tariff elimination schedule, tariffs imposed on imported products will be fully eliminated by
2033 (Year 16). The elimination of tariffs on Malaysian exports in sectors where Malaysia has an RCA Index of
more than 1, might result in cost savings of RM188 million annually for Mexican importers, assuming that current
trade patterns remain unchanged. As such, through tariff elimination, Mexican importers will be able to lower their
costs of production, which should stimulate increased demand for Malaysian products (especially E&E). Malaysia
has an RCA Index of more than 1 in the following sectors against Mexico:
•
•
•
•
•
•
•

E&E
Palm Oil
Machinery and Equipment
Chemicals
Plastics
Metal, and Iron and Steel
Optical and Scientific Equipment
Scenario without CPTPP (2033)

Scenario with CPTPP (2033)

Exporter

Exporter

Selected products
Exporter: Malaysia
Importer: Mexico
Export value: RM7.3 billion
MFN tariff rate: 0 - 20%
Duties paid by importers:
RM188 million

Selected products
Exporter: Malaysia
Importer: Mexico
Export value: RM7.3 billion
CPTPP tariff rate: 0%
Duties paid by importers:
RM0

Importer

Importer

RM188 million
Estimated annual cost savings
Note: The annual cost savings are estimated using effectively applied (AHS) tariffs by the product line for each sector. The AHS tariffs are
equivalent to MFN tariffs for Mexico as Malaysia does not have an FTA with Mexico. Trade data is based on 2019 data
Source: WITS, PwC analysis
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Greater market access with the entry of the UK
into the CPTPP

Malaysia does not have any FTAs with the UK. With the accession of the UK into the CPTPP, Malaysia
would gain market access to the sixth largest economy in the world.
The UK has formally begun talks to join the CPTPP
The UK applied to join the CPTPP in February 2021, and has formally begun talks with CPTPP countries.
The UK currently has FTAs with majority of the CPTPP countries, through agreements which have been
rolled over from the EU, with the exception of Australia, New Zealand, Malaysia and Brunei Darussalam.
As of September 2021, the UK has agreed in principle to the Australia-UK FTA and is in advanced talks with
New Zealand. As such, the only countries with which the UK has yet to embark on bilateral FTA talks are
Malaysia and Brunei Darussalam.
The UK is the sixth largest economy in the world with a population of 67 million, and is a net
importer
The UK is the sixth largest economy in the world, with a GDP (at current prices) of USD2.8 trillion and has a
sizeable population of 67 million. The UK is also a net importer and recorded a trade deficit of USD225
billion in 2019.
The UK’s trade balance (2019)

Source: WITS

Malaysia has an RCA against the UK in five sectors
In 2019, Malaysia recorded an RCA Index of more than 1 against the UK for the following sectors:
•
•
•
•
•

E&E
Palm Oil
Oil and Gas
Metal, and Iron and Steel
Plastics

This indicates that Malaysia has a comparative advantage in these five sectors and thus has potential to
increase exports of these products to the UK.

Cost-Benefit Analysis on the Potential Impacts of the CPTPP on the Malaysian Economy and Key Economic Sectors
215

Malaysia’s RCA index with the UK (2019)
Sector

RCA Index

E&E

2.16

Palm Oil

2.89

Textiles

0.62

Machinery and Equipment

0.66

Chemicals

0.79

Oil and Gas

1.35

Metal, and Iron and Steel

1.16

Medical Devices

0.92

Optical and Scientific Equipment

1.00

Plastics

1.32

Automotive Parts and Components

0.41

Processed Food and Beverage

0.69

Source: WITS, PwC analysis

Malaysia’s key products traded with the UK
In 2019, the UK was the export destination for less than 1% of Malaysia’s total exports. Malaysia also
imported less than 1% of total imports from the UK. The largest export products to the UK were E&E
(29.8% of total exports to the UK) as well as Machinery and Equipment (12.6% of total exports to the UK).
Malaysia’s trade with the UK (2019)

Note: Figures may not necessarily add up due to rounding
Source: WITS
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Composition of Malaysia’s exports to the UK for selected sectors (2019)
Sector

% Share of Total Exports to the UK

E&E

29.8

Machinery and Equipment

12.6

Metal, and Iron and Steel

3.6

Plastics

3.5

Optical and Scientific Equipment

3.1

Textiles

2.6

Medical Devices

2.5

Chemicals

2.4

Palm Oil

0.4

Oil and Gas

0.0

Source: WITS

With the entry of the UK into CPTPP, Malaysia stands to benefit from greater access to the UK’s
market
E&E
In 2019, the UK was a net importer of E&E products. It imported USD62 billion worth of products and
recorded a trade deficit of USD33 billion. Despite Malaysia’s strengths in this sector, only 1% of current
imports are from Malaysia. The UK’s current main import sources are China (27.9% of total imports), the
Netherlands (10.8% of total imports) and Germany (9.1% of total imports). Elimination of tariffs under the
CPTPP is expected to increase price competitiveness of Malaysia’s exports to the UK.
Palm Oil
In 2019, the UK was a net importer of palm oil products. It imported USD302 million worth of products.
While Malaysia remains as one of the largest import sources for the UK (fourth largest import source or
10.3% of total Palm Oil imports), Indonesia has overtaken Malaysia to become the third largest import
source (18.9% of total Palm Oil imports) in 2019. With the CPTPP, tariffs imposed on Malaysia’s palm oil
exports will likely reduce, hence this will increase the export competitiveness of Malaysia’s palm oil products
to the UK.
Plastics
In 2019, the UK was a net importer of plastics products. It imported USD19 billion worth of products, of
which 19.7% were plates, sheets, film, foil and strips of plastics as well as 13.6% were articles of
conveyance or packaging of goods.
The UK’s current main import sources are Germany (20.4% of total imports), China (11.1% of total imports)
and Belgium (10.5% of total imports), while imports from Malaysia constitutes only 0.4%. Elimination of
tariffs under the CPTPP is expected to increase price competitiveness of Malaysia’s exports to the UK.
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Potential greater value chain integration should
China join the CPTPP

Although Malaysia has existing FTAs with China, the potential entry of China into the CPTPP will provide
further opportunities for greater value chain integration. This is expected to enable Malaysian businesses to
derive additional benefits from the preferential market access offered by CPTPP.
China has formally submitted a request to accede into the CPTPP
On 16 September 2021, China formally submitted a request to accede into the CPTPP. While China is
already part of RCEP, the country does not have any FTAs with Canada and Mexico.
China is Malaysia’s largest trading partner
China is Malaysia’s largest trading partner, contributing 17.2% of Malaysia’s total trade. In 2019, Malaysia
recorded a total trade value of RM317 billion with China, out of which imports accounted for RM176 billion.
Imports from China are essential inputs for the production of Malaysian finished goods.
Malaysia sourced large amount of inputs from China, mainly E&E, machinery and equipment as well
as plastics products
In 2019, the key products imported from China were E&E products, machinery and equipment and parts
thereof (35.5% of total imports) as well as plastics and articles thereof (8.2% of total imports).
As China is a key source of imports for Malaysia, China’s accession into the CPTPP will further enhance
existing sourcing channels and supply chains to benefit from preferential treatment. There is also potential
for greater value chain integration with China to serve the CPTPP market, as the Rules of Origin
requirements necessitate that the majority of inputs used must originate from CPTPP countries in order to
benefit from preferential treatment.
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Greater trade liberalisation under the CPTPP provides opportunities to increase exports to China
In 2019, Malaysia recorded an RCA Index of more than 1 against China for the following sectors:
•
•
•
•
•
•
•
•

E&E
Palm Oil
Chemicals
Oil and Gas
Medical Devices
Optical and Scientific Equipment
Plastics
Processed Food and Beverage

This indicates that Malaysia has a comparative advantage in these eight sectors, and thus has potential to
increase exports of these products to China.
Malaysia’s RCA index with China (2019)
Sector

RCA Index

E&E

1.25

Palm Oil

11.45

Textiles

0.15

Machinery and Equipment

0.57

Chemicals

1.06

Oil and Gas

5.07

Metal, and Iron and Steel

0.87

Medical Devices

1.86

Optical and Scientific Equipment

1.26

Plastics

1.17

Automotive Parts and Components

0.36

Processed Food and Beverage

1.70

Source: WITS, PwC analysis
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The CPTPP will enhance post COVID-19 economic
recovery

The COVID-19 pandemic and consequent movement restrictions have caused major disruptions in
business operations and supply chains across the globe
In 2020, Malaysia’s economy contracted by 5.6%, recording the worst economic performance since the
Asian financial crisis in 1997/98. This poor performance was a result of the COVID-19 pandemic and
movement restrictions, both locally and globally, which disrupted business operations and supply chains.
The pandemic has also revealed weaknesses in global supply chains, particularly from over-reliance on
single or dual sources for raw materials and key inputs for production. The Government has responded by
providing large fiscal stimulus packages which has resulted in deterioration in the fiscal position.
CPTPP will enhance the post COVID-19 recovery by:
• Stimulating increased trade and GDP growth through enhanced market access
• Attracting greater FDI and encouraging Domestic Direct Investment (DDI)
• Advancing new sources of growth such as e-commerce

Although countries suffered supply chain disruptions, COVID-19 also resulted in a remarkable acceleration
of e-commerce, both within and beyond borders.
High quality preferential trade agreements, such as the CPTPP, that include robust and legally binding
E-commerce Chapter indeed have value in promoting trade in goods and services via electronic means
among the CPTPP countries.
The CPTPP could not be timelier, precisely because advanced e-commerce provisions help promote SME
recovery through e-commerce; multiple surveys have indicated that during the course of the COVID-19
pandemic, companies that sell online outperformed companies that do not. Furthermore, the CPTPP
prohibits imposition of customs duties on electronic transmissions, and the use of local computing facilities
as a condition for conducting businesses in CPTPP countries, subject to certain exceptions. Such
prohibitions are expected to facilitate competitive SMEs to thrive in the online markets.
During the 5th Commission Meeting in September 2021, the CPTPP Commission decided to establish a
Committee on Electronic Commerce to facilitate continued discussions on the implementation and
operation of the E-commerce Chapter. The new Committee is tasked to “promote digitalisation within the
region and position the CPTPP to play a central role in global rule-making in this field”. This indicates the
importance attached by CPTPP countries to the e-commerce provisions that create new value in trade
relations.
Domestic e-commerce market among the CPTPP countries has grown rapidly in 2020 whereby it was
estimated that business-to-consumer (B2C) e-commerce grew close to 25% in Malaysia, 30% in Vietnam,
32% in Mexico and 40% in Peru. The COVID-19 pandemic has boosted SMEs penetration into online
marketplaces, which are more likely to export than traditional offline platforms. Upon ratification and EIF of
the CPTPP, the enforcement of the e-commerce provisions could encourage an increase in intra-block B2C
e-commerce flows due to the ease of border processes.
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An early survey by AMCHAM Malaysia indicates that the COVID-19 pandemic has impacted long
term business strategies, with many companies considering relocating some sourcing activities out
of Malaysia
In April 2020, AMCHAM Malaysia conducted a COVID-19 and Movement Control Order (MCO) business
impact survey on its members.
The survey found that the COVID-19 pandemic has significantly impacted the long term (3-5 years)
business strategies of its members, with many respondents considering relocating some sourcing activities
out of Malaysia as part of their supply chain continuity plans.
The shortening of supply chains and regionalisation is expected to drive supply chain diversification
decisions of companies, as companies try to reduce vulnerabilities by bringing supply chains closer to
home countries or key markets.
Based on the sectoral analysis, CPTPP elevates Malaysia’s attractiveness as a location for doing business
and promotes further integration of existing supply chains. This is likely to encourage businesses to
continue to locate and expand their operations in Malaysia.
AMCHAM Malaysia COVID-19 and MCO Business Impact Survey results
Question: How is the COVID-19 pandemic impacting your long-term (3-5 year) business strategy for Malaysia?

Source: AMCHAM Malaysia
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The CPTPP provides companies with wider
sourcing options

CPTPP presents competitive alternatives for sourcing of raw materials
Upon ratification and EIF of the CPTPP, Malaysia will eliminate tariffs imposed on majority of imports from
the CPTPP countries, including Canada, Mexico and Peru with which Malaysia does not currently have an
FTA. Elimination of tariffs will enable companies to source inputs that are competitively priced which enter
Malaysia through the preferential treatment accorded under CPTPP.
Malaysia as a preferred source for raw materials and components
The move towards supply chain diversification is occurring not only in Malaysia but globally. Besides
providing companies in Malaysia with wider sourcing options, CPTPP will also increase the price
competitiveness of Malaysian raw materials and components in the 10 other countries through tariff
elimination. This will encourage companies in the 10 CPTPP countries to consider sourcing raw materials
from Malaysia as a cost-effective option.
Wider sourcing options increases Malaysia’s attractiveness as an investment destination
Upon ratification and EIF of the CPTPP, Malaysia will:
• Gain access to new markets such as Canada, Mexico and Peru all of which are countries without an FTA

with Malaysia – these three countries account for 38.9% of the CPTPP population size, and recorded a
combined GDP of USD3.2 trillion and total imports of USD2 trillion in 2019
• Enjoy tariff elimination for over 95% of tariff lines which will be eliminated either immediately or within an
agreed upon timeframe
• Benefit from reduced non-tariff barriers by other CPTPP countries through harmonisation and
streamlining of rules, regulations and procedures
This increases Malaysia’s attractiveness as an investment destination for both foreign and domestic
investors.
IP provisions will make Malaysia a more attractive investment destination
According to the Global Investment Competitiveness 2019 survey, 72.0% and 70.8% of total respondents
ranked investor protection and IP protection respectively as an important or critically important factor in their
company’s investment decision-making. The CPTPP’s high standard investor protection and IP provisions
will also increase the attractiveness of Malaysia as an investment destination for potential investors looking
to diversify their supply chains.
The IP provisions, in particular, will make Malaysia a more attractive destination for R&D activities. Stronger
IP protection which is aligned to international standards will encourage R&D activities. R&D investments
tend to be costly and carries an element of risk. As such, to incentivise R&D, a strong IP regime is required,
to protect and provide assurance to companies’ and inventors’ ownership rights over future potential
commercial revenue and returns.
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Case example: Singapore’s strong IP regime enhances its position as an attractive R&D location
According to the Intellectual Property Office of Singapore (IPOS), Singapore’s strong IP regime
has helped bolster the confidence of multinational companies such as:
•
•
•

Procter and Gamble (P&G)
Continental
Mead Johnson

All of these companies have made R&D investments in Singapore, citing the country’s strong IP protection as a
factor in their decision.
Singapore has also long credited and placed importance on a strong IP regime as one of the key attractions for
innovation investments by foreign investors. To further develop into an IP hub, Singapore launched a 10-year
blueprint called the Singapore IP Strategy (SIPS) 2030 in May 2021, which aims to build the existing IP
ecosystem and intangible assets services. Since the launch of SIPS 2030, P&G has announced plans to expand
and open a dedicated babycare R&D centre at the P&G Singapore Innovation Centre.
Source: News articles, IPOS, SIPS 2030

Case example: Vietnam has been strengthening its IP regime to foster innovation, meet international
requirements and enhance competitiveness
Vietnam has been a member of the World Trade Organization (WTO) since 2007 and is a
signatory of the Paris Convention, Berne Convention, Madrid Protocol and Patent Cooperation
Treaty. While Vietnam’s IP regime is comprehensive, the country faces issues with IP
enforcement due to the slow pace of legislative changes, which is complicated further by the
large number of Government agencies involved.
In recent years, Vietnam has been strengthening its IP regime with the aim of fostering innovation, meeting
international requirements and enhancing competitiveness. Recent actions include:
•
•
•

Launching the Intellectual Property Strategy 2030 in August 2019
Joining the Hague Agreement (effective January 2020)
Ratifying the CPTPP and EU-Vietnam Free Trade Agreement (EVFTA) which include advanced IP standards

Vietnam’s Intellectual Property Strategy 2030 aims to develop a comprehensive and effective IP system at all
stages of creation, establishment, exploitation, protection and enforcement of IP rights. A key action point
identified is to improve the effectiveness of IP enforcement, a notable weakness in Vietnam’s IP regime, through
actions such as:
•
•

Strengthening inspection, control and strict handling of IP violations
Active and proactive action to detect and prevent IP crimes

Source: Vietnam Ministry of Science and Technology, KENFOX IP and Law Office
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6

Thematic
Findings

This section analyses the impact of CPTPP
provisions on thematic areas

Introduction
This section analyses implications on the Government, businesses and households from the following
Chapters:
•
•
•
•
•
•
•
•

Investment
Intellectual Property (IP)
Government Procurement (GP)
State-owned Enterprises (SOEs)
Electronic Commerce
Small and Medium-sized Enterprises (SMEs)
Labour
Environment

This section also assesses the implications of suspended TPPA provisions, explains key chapter provisions
and safeguards in place, highlights current practices relating to the respective chapters and provisions, and
uses comparable case studies to indicate key observations.
Key findings of Malaysia’s ratification of the CPPTP are:
•
•
•
•
•
•
•
•

ISDS mechanism provides better levels of investor protection, while allowing Malaysia to retain policy
space
IP provisions provide a balance of benefits between producers and users
Local suppliers continue to benefit from Government Procurement, as Malaysia secures transitional
measures, while greater access to CPTPP markets is guaranteed
SOEs can continue to support the Government’s socio-economic agenda, particularly Bumiputera
development
E-commerce provisions aim to reduce barriers to electronic trade, while allowing Government to access
source codes of software used for critical infrastructure
SMEs are provided with growth and development opportunities
Adoption of 1998 ILO Declaration improves Malaysia’s labour standards, but raises concerns on
possible work disruptions
Malaysia is able to enhance environmental standards and capacity in key environmental issues

A summary of the benefits and costs of the Chapters is included at the end of this section.
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Malaysia preserves its policy space, while
improving the quality of public policy under the
Investor-State Dispute Settlement (ISDS) mechanism

Malaysia retains the right to regulate in areas of public interest
The ISDS mechanism under CPTPP provides procedures for settlement of investment disputes between
foreign investors and the government of a CPTPP country. ISDS encourages predictable, stable and
transparent rules by the respective governments.
Obligations under the CPTPP require Malaysia to treat foreign investors from CPTPP countries no less
favourably than domestic investors and not adopt discriminatory measures. All measures must be in
accordance with the following provisions:
•
•
•
•
•
•

Article 9.4 National Treatment
Article 9.5 Most-Favoured-Nation Treatment
Article 9.6 Minimum Standard of Treatment
Article 9.8 Expropriation and Compensation
Article 9.10 Performance Requirements
Article 9.11 Senior Management and Boards of Directors

This helps introduce consistency and transparency in investment related policies and measures.
The preservation of Malaysia’s regulatory powers are provided for in the Investment Chapter of the CPTPP
Agreement. As per Article 9.16, Malaysia preserves its sovereignty to regulate in the areas of public health
and environment, provided measures adopted are not discriminatory against foreign investment from
CPTPP countries. Additionally, non-discriminatory regulatory action to protect legitimate public welfare
objectives does not constitute indirect expropration under the CPTPP.
Notably, Malaysia can regulate tobacco products without being exposed to ISDS claims, as the CPTPP has
a special provision under Article 29.5 that allows dismissal of claims on discriminatory tobacco control
measures.
In addition, Malaysia successfully negotiated for Non-Conforming Measures (NCMs) for various economic
activities. NCMs under Annex I allow Malaysia to maintain existing measures, whereas NCMs under Annex
II allow Malaysia to maintain existing, or adopt new or more restrictive, measures pertaining to the particular
sector or economic activity. These measures include limitations to foreign participation. As such, examples
of economic activities which are protected from full liberalisation to foreign investors are shown in the
following table:
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Sector

NCM Description

Annex

Textiles

Foreign equity is limited up to 30% for the manufacture of batik fabric and
apparel of batik

Annex I

O&G

Companies engaging in petroleum refining activity are required to export 100%
of their products

Annex I

Only a supply authority, is authorised to supply, use, work or operate any
Annex I
installation relating to gas while persons that are only registered and established
in Malaysia can supply services for gas
PETRONAS has the rights to decide on the conditions of foreign participation
with respect to exploring, exploiting, winning and obtaining petroleum

Annex II

Automotive Parts
and Components

Foreign equity is limited up to 49% for investment in the manufacture or
assembly of motor vehicles

Annex I

Construction

Only an entity incorporated in Malaysia registered with the Malaysian
Annex I
Construction Industry Development Board (CIDB) and locally incorporated either
through a representative office, regional office or joint venture corporation, with
Malaysian individuals or Malaysian controlled corporations may be permitted to
provide construction and related services

Services

Wholesale and retail services
Foreigners are not permitted to provide wholesale and distribution services for
fabrics and apparels of batik, as well as motor vehicles (excluding automotive
parts and components)
Foreigners are not allowed to operate supermarkets, mini markets, permanent
wet markets, permanent pavement markets, fuel stations with or without kiosk,
news agent, medical hall, Malaysian cuisine restaurants, bistro, jewellery stores
and textile stores
Business services
Foreign law firms and foreign lawyers are not permitted to practice Malaysian
law in Peninsular Malaysia and Federal Territory of Labuan, while foreign law
firms and foreign lawyers are not permitted to practice in Sabah or Sarawak
Transport services
Foreign shipping vessels are not permitted to provide and supply domestic
shipping services, maritime cabotage services and government cargo
Foreigners are not allowed to own more than 49% of equity shareholding in any
entity supplying freight transportation services

Annex I

Annex I

Annex I

Annex I

Annex I

Malaysia reserves the right to adopt or maintain any measure that accords
Annex II
rights, preferences and differential treatment to countries under any international
agreement in force or signed after the date of EIF of the CPTPP involving areas
in aviation, maritime, broadcasting and space transport
Note: The list above is non-exhaustive
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CPTPP provisions and safeguards protect Malaysia from unwarranted ISDS claims
The scope of ISDS in the CPTPP has been narrowed as compared to the TPPA with the suspension
several provisions. Foreign investors are not able to submit an ISDS claim over alleged violation
investment authorisation or investment contracts with a CPTPP country. ISDS recourse is only limited
alleged violation of Investment Chapter obligations. The suspended provisions may only be reinstated if
CPTPP countries agree to end the suspension.

of
of
to
all

For disputes on investment authorisation and investment agreements, investors from CPTPP countries will
be subjected to Malaysia’s domestic law, instead of international law and rules of the Agreement. For
example, a CPTPP investor’s claim that the Government has breached an investment contract shall
not be subjected to ISDS claim, and is to be resolved under the Malaysian law.
Suspended Investment Chapter provisions and implications for Malaysia
Suspended Provisions

Implications for Malaysia

Article 9.1 Definitions - “investment agreement” and “investment
authorisations” and associated footnotes

Investors from CPTPP countries are not
able to submit an ISDS claim for violation
of investment authorisation or private
investment contracts with the Government
of Malaysia.

Article 9.19.1 - “(a)(i)(B)”, “(a)(i)(C)”, “(b)(i)(B)”, “(b)(i)(C)” and
associated footnotes
Article 9.19.2 and associated footnotes
Article 9.19.3(b) - “investment authorisation or investment
agreement”
Article 9.22.5

Investors from CPTPP countries can only
submit an ISDS claim against Malaysia for
violation of the obligations in the
Investment Chapter.

Article 9.25.2
Annex 9-L Investment Agreements

The Investment Chapter has safeguards in place, among others:
• Six-month period to resolve claims through negotiations and consultations before arbitration (Article 9.18
and Article 9.19)
• Request to expedite the objection of a frivolous claim made by a foreign investor claimant (Article 9.23)
• Foreign investors to pay for attorney fees and costs of frivolous claims (Article 9.29)
• Similar cases to be consolidated under Article 9.28, if two or more claims have a question of law or fact
in common and arise out of the same events or circumstances, where all disputing parties agree to
consolidation
○ Additionally, the tribunal formed to hear consolidated cases may assume jurisdiction over, and hear
and determine together, all or part of the claims
○ This aids in the interest of fair and efficient resolution of the claims
• Claims cannot be submitted after three years and six months have elapsed since the claimant acquired
knowledge of alleged breach of obligations (Article 9.21)
These safeguards ensure that the ISDS mechanism provides a balance between countries’ right to regulate
in legitimate public interest and the protection of private investors.
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Investment dispute settlement process under ISDS

Investment dispute

Consultation and negotiation

The Malaysian Government and investor from CPTPP country
to resolve dispute through consultation or third party mediation

Submission of claim to arbitration

Upon failure to resolve investment dispute within six months,
the investor can submit claim to arbitration

Arbitral proceedings
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The CPTPP’s obligations on investor protection
improve Malaysia’s attractiveness as an
investment destination

The Investment Chapter can create a more conducive environment for increased FDI
The ISDS mechanism is not new to Malaysia. Currently, Malaysia has more than 70 international
investment agreements (IIAs) and FTAs with an investment chapter. Many of these agreements contain
ISDS mechanism provisions.
According to the World Bank’s Global Investment Competitiveness Survey and Report 2019/2020:
72% of total respondents ranked investor protection as an important or critically important factor in their
company’s investment decision-making
• A reduction in regulatory risk leads to an increase in an investor’s likelihood to enter or expand in a host
country
•

The Investment Chapter thus has the potential to create a more conducive environment to increase FDI into
Malaysia by:
•
•
•

Protecting investors from risks of expropriation
Providing a uniform and predictable environment for investors
Increasing investor confidence on Malaysia’s regulatory framework

FDI stock held by selected CPTPP countries in Malaysia has been increasing, amounting to RM230.1
billion in 2019 from RM196.1 billion in 2015. Moving forward, a continuous increase in FDI would benefit
Malaysia, as it leads to more jobs and economic opportunities.
FDI in Malaysia from selected CPTPP countries1

Note: 1Includes Australia, New Zealand, Canada, Japan, Singapore, Vietnam and Brunei Darussalam
Source: Bank Negara Malaysia, DOSM
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ISDS cases against Malaysia have been low despite
the rise globally

Malaysia has only three past ISDS cases, of which none were decided in favour of the investor
In 2020, UNCTAD reported 68 known cases of ISDS globally, compared to 13 cases in 2000. ISDS cases
have remained high between 2015 and 2018, ranging from 77 to 86 cases. The increase in cases globally
are mainly due to the host government’s expropriation measures and cancellations or alleged violations of
contracts or concessions.
Number of known ISDS cases globally

Source: UNCTAD Division on Investment and Enterprise

By the end of 2020, UNCTAD reported that 740 ISDS cases had been concluded. Out of these cases, only
29% were decided in favour of investors while 71% were decided in favour of the State, settled amicably, or
discontinued. The proportion of cases won by the State illustrates that governments still have policy and
regulatory space. As such, Malaysia can continue to preserve its policy space and the right to regulate even
with the ratification of the CPTPP.
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The number of ISDS claims filed against Malaysia is low relative to the more than 70 IIAs and FTAs signed,
most of which contain ISDS provisions. Three ISDS cases have been initiated against Malaysia so far, two
of which were decided in favour of the Government and one was settled amicably. In the latter case, the
claim was resolved between the two parties with no award handed down by the tribunal.
Malaysia’s ISDS cases as respondent state
Case

Claim

Outcome

Philippe Gruslin v.
Malaysia in 1994

A Belgian investor sued Malaysia under the
Settlement agreed by the parties and
Belgium and Luxembourg-Malaysia investment proceeding discontinuance ordered in 1996.
treaty after losing money on portfolio
investments in the Kuala Lumpur Stock
Exchange.

Philippe Gruslin v.
Malaysia in 1999

A loss of USD2.3 million in securities listed on
the Kuala Lumpur Stock Exchange from
imposition by the Government of exchange
controls in 1998. Claimant alleged that the
imposition constituted a breach of obligations
under an agreement concluded with the
Belgo-Luxembourg Economic Union.

Malaysian Historical A claim of USD3 million arising from alleged
Salvors Sdn Bhd v. non-payment by Malaysia from the sale of
Malaysia in 2005
items recovered from a British ship that sank in
Malaysian waters pursuant to the Malaysia UK investment treaty of 1981.

Tribunal concluded that the investments do not
constitute an approved project and the dispute
does not fall within the jurisdiction of the ICSID
Convention. The case was decided in favour of
the State in 2000 and each Party shall pay its
own expenses in the arbitration and one-half of
the Tribunal fees.
Tribunal concluded that the Contract is not an
investment and the case was decided in favour
of the State in 2007. Each Party was ordered
to bear its own legal costs and one-half of the
arbitration costs.

Source: International Centre for Settlement of Investment Disputes, UNCTAD Division on Investment and Enterprise

Of importance, even though ISDS claims can be submitted, investors will have to try to resolve disputes
through consultation and negotiation as per the ISDS process outlined in the CPTPP. Investors are likely
to choose ISDS as a last resort due to low chances of winning, high arbitration costs and adverse
impact to relationship with the government of the host country. As such, investors typically prefer to
resolve disputes through amicable solutions and negotiations before resorting to submit an ISDS claim.
Cost to the Government due to potential ISDS claims
There are two types of costs which are incurred in investor-state arbitration, namely:
• Party costs: The fees and expenses of legal counsel as well as the fees and expenses of any

witnesses, experts, cost of travel to hearing venues, translation costs and other related expenses
• Arbitration or tribunal costs: The fees and expenses of the tribunal and any administrative costs paid

to the arbitral institution such as registration fees, administrative charges for the management and
administration of arbitral proceedings
It is important to note, however, that the successful party can recover some of the costs incurred in
investor-state arbitration from the unsuccessful party, with successful respondent States recovering at least
some costs in 53% of cases (out of a case pool of 184).
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The Investment Chapter provides greater protection,
predictability and transparency for Malaysians to
invest in CPTPP countries

Malaysian investors in CPTPP countries would benefit from the ISDS mechanism, should they face any
breach of the Investment Chapter. As CPTPP countries adopt consistent investment framework and
treatment, Malaysian investors will secure greater protection and treatment for their investments.
With ISDS, Malaysian investors should be treated fairly and equitably, and they are able to pursue
remedies with the host government for issues such as discriminatory treatment and expropriation of assets.
This is important as Malaysian companies continue to hold substantial investments in CPTPP countries of
over RM130 billion in 2019.
Malaysia’s direct investment abroad in CPTPP countries1

Note: 1Includes Australia, New Zealand, Canada, Japan, Singapore, Vietnam and Brunei Darussalam
Source: Bank Negara Malaysia, DOSM
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Malaysian investors had submitted five ISDS cases, of which one case involved Chile (which is a CPTPP
country) and one case involved China (which has submitted a request to accede to the CPTPP).
ISDS cases initiated by Malaysian companies
Case

Claim

Outcome

PETRONAS
International
Corporation Ltd and
Azhan bin Ali v.
Sudan in 2021

The investors commenced an arbitration proceeding to
seek relief in relation to the Sudanese government’s
forcible and unlawful transfer of the investors’ assets.
(Applicable IIA: BIT Malaysia - Sudan 1998)

Pending

KLS Energy Sdn
Bhd and KLS
Energy Lanka
(Private) Ltd v. Sri
Lanka in 2018

The investors raised a claim due to the government’s
cancellation of a wind and solar hybrid power plant
project in which the claimant had invested.
(Applicable IIA: BIT Malaysia - Sri Lanka 1982)

Pending

Ekran Bhd v. China The investor raised a claim due to the government's
Settlement agreed by the parties.
in 2011
revocation of claimant's subsidiary rights to a leasehold
land due to an alleged failure to develop the land as
stipulated under local legislation.
(Applicable IIA: BIT Malaysia - China 1988)
Telekom Malaysia
Bhd v. Ghana in
2003

The investor raised a claim due to the government's
Settlement agreed by the parties.
decision not to renew a telecommunications
management contract to the investor and instead putting
the management contract out for tender.
(Applicable IIA: BIT Malaysia - Ghana 1996)

MTD Equity Sdn
The investors raised a claim of USD20 million out of the
Bhd and MTD Chile government's denial of a zoning modification allegedly
S.A. v. Chile in 2001 necessary for the claimant to execute a residential
development project in Chile.
(Applicable IIA: BIT Malaysia - Chile 1992)

The case was decided in favour of
the investors in 2004 due to a breach
of fair and equitable treatment. The
investor was awarded USD5.8
million by the tribunal.

Source: International Centre for Settlement of Investment Disputes, PETRONAS
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Protecting against ISDS claims amidst economic
lockdown to contain COVID-19 pandemic

There are concerns that foreign investors could misuse the ISDS mechanism by filing claims against host
countries for alleged loss of revenue and profits due to governmental measures aimed at addressing the
COVID-19 pandemic. While investors have the prerogative to file ISDS claims against the host country, the
outcome of arbitration will rely on whether there was a breach of obligations made.
The provisions in the CPTPP Investment Chapter mitigate this risk as the Government action to protect
public health and safety do not constitute a breach of the Agreement, so long as such measures are
non-discriminatory (Article 9.16 and Annex 9-B 3b). In addition, the Government’s approach in managing
the COVID-19 pandemic, even if inconsistent with the expectations of investors, does not constitute a
breach of obligations (Article 9.6.4).
Therefore, the Government is able to implement mitigation measures to manage the COVID-19 pandemic
without being exposed to ISDS claims.
Despite countries around the world imposing measures to manage the pandemic, there has been only one
ISDS case related to COVID-19 measures. The arbitration of this ISDS case has commenced, with no final
decision made yet.
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CPTPP safeguards public healthcare through the
affirmation of the Declaration on TRIPS Agreement and
Public Health

CPTPP guarantees Malaysia’s right to use compulsory licensing to access generic medicines
The affirmation of the Declaration on TRIPS Agreement and Public Health1 under Article 18.6 underscores
the commitment of the CPTPP countries in safeguarding timely and affordable access to healthcare. As
guaranteed under this Declaration, Malaysia reserves the right to grant compulsory licences and the
freedom to determine the grounds upon which such licences are granted.
Compulsory licensing is a mechanism that allows the Government to permit someone else to produce a
patented product without the consent of the patent owner.
The right to use compulsory licensing is stipulated in Patents Act 1983, which conforms to the TRIPS
Agreement. Under Patents Act 1983, compulsory licensing for public non-commercial use (or known as
government use) can be issued “where there is national emergency or where the public interest, in
particular, national security, nutrition, health or the development of other vital sectors of the national
economy as determined by the Government, so requires”. This essentially means that Malaysia reserves
the right to determine what constitutes a national emergency or public interest, when granting compulsory
licenses.
Note: 1Declaration on TRIPS Agreement and Public Health means the Declaration on the TRIPS Agreement and Public Health (WT/MIN(01)/DEC/2),
adopted on November 14, 2001

Case example: Malaysia issued compulsory licensing for Hepatitis C medicine

Malaysia
In 2017, Malaysia invoked compulsory licensing for a Hepatitis C medicine called Sofosbuvir, in light of the
growing number of Hepatitis C patients. The compulsory licensing was invoked based on Rights of Government
(Section 84 of Patents Act 1983) on the grounds of national emergency. At the time, there were approximately
500,000 Hepatitis C patients in Malaysia, with an estimated 2,000 new cases reported yearly.
The decision to invoke compulsory licensing was made after negotiations between the Ministry of Health,
Malaysia and the patent holder, Gilead Sciences, Inc., an American biopharmaceutical company, did not reach
an amicable solution regarding the prices for Sofosbuvir. Malaysia was also initially excluded from receiving a
Voluntary License from Gilead Sciences, Inc. which would have allowed imports of generic Sofosbuvir.
In September 2017, the Government issued a compulsory license to enable import of generic Sofosbuvir from
Egypt to Malaysia. With this, the cost for Hepatitis C treatment was reduced from RM300,000 to RM1,000 RM1,200 per patient and Malaysia was able to gain access to affordably-priced medicine in a timely manner.

Source: MOH, News articles
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The Intellectual Property Chapter provides a balance of
benefits between producers and users

The protection and enforcement of intellectual property rights under the CPTPP aim to promote
technological innovation and the transfer and dissemination of technology. The Chapter obligations include
trademarks, copyright, patents, plant variety rights, geographical indications, industrial designs, domain
names, and enforcement of intellectual property rights. These obligations provide a balance of benefits
between producers and users of intellectual property.
The key change noted in the Intellectual Property Chapter of the CPTPP is the suspension of certain
provisions which were part of the previous TPPA. A total of 12 provisions in this Chapter have been
suspended. These mostly relate to pharmaceutical and patent terms, as well as terms relating to
copyrights.
The suspended provisions and their implications can be summarised as follows:
Suspended Provisions

Implications for Malaysia

Pharmaceutical and patents:
• Suspension of patent-term adjustment and patent-term
restoration, which requires CPTPP countries to adjust the
patent term, in response to patent office and marketing
approval delays
• Suspension of all provisions dealing with data protection
for small-molecule drugs and biologics, as well as certain
provisions on patentable subject matter to more closely
align with the Trade-Related Aspects of Intellectual
Property Rights Agreement (TRIPS Agreement)
Copyright:
• Suspension of provision relating to extension of copyright
term and provision on national treatment dealing with
payment on copyright and related rights, as well as
provisions on Technological Protection Measures (TPM)
and Rights Management Information (RMI)

• The suspension of these provisions provides
further safeguards for public healthcare. Patent
terms will not be extended in the event of delays in
patent issuance, thus alleviating concerns
regarding possible high prices of drugs
• The suspension reaffirms the importance of the
TRIPS Agreement as duration of test data
protection is not extended, thus alleviating the
concerns regarding possible restrictive access to
generic medicines
• Malaysia maintains its existing copyright protection
period at 50 years, instead of having to increase it
by another 20 years. Excessive criminal penalties
on infringements are also avoided. These
suspensions safeguard public access to, and use
of, content and creative work which will spur new
innovations, while protecting intellectual property
rights of original content creators
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Patent notification obligations under the CPTPP promotes the balance of protection to producers
and users
Under Article 18.53, CPTPP countries are required to establish a system which notifies patent holders when
a person is seeking to market a product that is similar to their patented product. This practice is commonly
known as patent linkage. CPTPP countries are also required to provide adequate time and ensure
necessary procedures are available for patent holders to seek remedies on alleged infringement. Under this
obligation, Malaysia will only need to notify patent holders without having to seek their consent on the
marketing of products that are similar to patented ones.
Currently, Malaysia requires a person to declare relevant patent information during the registration of
generic products. There is no existing regulation and system to notify patent holders on patent linkage.
Malaysia has been granted a transition period of 4.5 years upon ratification and EIF of the CPTPP to meet
the obligations under Article 18.53 and establish a notification system.
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The Government reserves the right to negotiate
prices of medicines under CPTPP

Medicine procurement in the public sector is conducted through volume-based national tenders, where the
government covers the cost and the patients get their medicines free or at a nominal fee. National tenders
of medicine include the process of price evaluation and price negotiations. This practice will continue
even after the CPTPP enters into force for Malaysia.
Prices of patented medicines generally start to reduce 3 to 5 years before the patent period expires and will
further decrease when patents expire and generic competitors are available. In instances whereby a
compulsory license is issued, both patented and generic medicines can co-exist in the market, which will
likely drive down the prices of the former.
Based on an analysis conducted by the Pharmaceutical Services Programme of MOH, the price trend of
183 medicines in the current government central contracts is as follows:
Medicine
Criteria

Total
Number of
Medicines

Price Reduction

Price Increment

Number of
Medicines

Average
Decrease

Number of
Medicines

Average
Increase

Patent
expired

134

134

54.5%

-

-

Patent nearly
expired
(3-5 years)

10

3

20%

7

2.2%

On patent

39

10

3.3%

29

2.6%

Source: Pharmaceutical Services Programme, MOH

Prices of patented medicines have seen an average increase of 2.2% to 2.6% between 2019 and 2021.
However, the increase in cost has not been transferred to users as the Government continues to provide
medicines free of charge or at a nominal fee, within the public healthcare system.
The CPTPP does not affect Malaysia’s position to negotiate best prices for healthcare, pharmaceutical
products and medicines with its trade counterparts. Article 15.11 allows procuring entities of CPTPP
countries, including the Ministry of Health Malaysia (as listed in Annex 15-A), to conduct negotiations for
procurements provided the following conditions are fulfilled:
• Notification requirements are met
• It is established, through an evaluation, that negotiations are more advantageous than tendering
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Pharmaceutical prices in Malaysia are determined by intellectual property rights and broader
market components
Malaysia’s pharmaceutical market is dominated by prescription drugs (both patented and generics) that
account for 80.5% of the pharmaceutical market share by value in 2019. For the same year, generic drugs
accounted for 53.3% of the prescription drugs market share, while patented drugs represented 46.7%.
Prices of patented medicines are determined by multiple factors such as intellectual property rights as well
as broader market components including conditions in the manufacturing, procurement, storage and
distribution value chain.
Ultimately, for the public healthcare system, in the event there is an increase in the price of patented
medicines, this cost will be borne by the Government while consumers continue to access medicines at an
affordable price.
Prices of medicines in the private healthcare system are determined by market forces.
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Malaysia’s accession into the International Convention
for the Protection of New Varieties of Plants (UPOV
1991) is not expected to have adverse effects

Under the Intellectual Property Chapter, CPTPP countries are required to accede to the International
Convention for the Protection of New Varieties of Plants (UPOV 1991). The UPOV 1991 requires countries
to grant and protect breeders’ rights for plant varieties which meet four criteria, namely new, distinct,
uniform and stable. Breeders’ rights under the UPOV 1991 include the restriction on the use of protected
varieties, such as production, propagation and sale, without authorisation of the breeder.
This obligation is not expected to cause adverse effects in the agriculture sector, as the Department of
Agriculture, Malaysia reserves the right to determine whether or not a breeder can be granted such rights,
based on the four criteria contained in UPOV 1991. Minimal impact is also expected as the current
Protection of New Plant Varieties Act 2004 (PNPV Act) enforced in Malaysia has similar provisions to the
UPOV 1991, which include the scope of breeder’s rights and the refusal to grant breeder’s right for reasons
of public interest.
In addition, the UPOV 1991 contains an optional exception on the breeder’s rights whereby countries can
restrict the breeder’s rights on the use of the farm-saved patented seeds or propagating plant material on
their own holdings within reasonable limits. This safeguards small farmers’ rights to reuse farm-saved
seeds on their own farms.
Malaysia has been granted a transition period of four years from the EIF of the CPTPP to accede to UPOV
1991. By acceding to UPOV 1991, Malaysia’s commitment to protect breeder’s rights will be further
enhanced, thus encouraging potential investment and expertise in R&D of plant genetics in Malaysia.
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Malaysia’s commitment under the CPTPP enforces
protection of IP rights which may lead to more
investments and innovations

Intellectual property laws in Malaysia, including those which were recently amended to align with CPTPP
obligations, provide enhanced levels of protection for innovators and businesses. In 2021, out of 129
countries surveyed, Malaysia ranked 29 on the International Property Rights Index (IPRI). The IPRI
comprises three subindices, namely legal and political environment, physical property rights and intellectual
property rights. Malaysia ranked number 32 for the intellectual property rights subindex.
Intellectual Property Rights Subindex Ranking
Criteria

2021 Rank

Overall

32

Perception of IP protection

25

Patent protection

41

Copyright protection

46

Trademark protection

35

Source: International Property Rights Index, Property Rights Alliance

The high quality IP provisions in the CPTPP will likely increase Malaysia’s attractiveness as an investment
destination for foreign businesses that seek comprehensive IP protection. Such FDI may create more jobs
in high value added and technologically advanced sectors such as biotechnology and pharmaceutical
industry as well as facilitate knowledge transfer.
In addition, local innovators may also benefit from an enhanced IP ecosystem which could facilitate and
encourage R&D. This may spur innovation in Malaysia and reduce dependency on foreign patented
products including pharmaceuticals in the long term.
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The Federal Government needs to promote fair and
transparent procurement process for all suppliers,
while continuing to support local players

The Government Procurement Chapter aims to ensure a fair and transparent open tender process
for all local and foreign suppliers
Under the CPTPP, the Government shall not discriminate or obstruct foreign companies or local companies
with foreign ownership to participate in the procurement process. Further, the awarding of contracts shall be
impartial, based on the published evaluation criteria.
The CPTPP is Malaysia’s first FTA that contains market access commitments in Government Procurement.
The obligations in this Chapter only apply to Malaysia’s Federal Government, while State Governments
are exempted. Therefore, the listed federal procuring entities are required to establish fair and transparent
procurement processes. This is done through commitments such as utilising electronic means, publishing
procurement information, adopting non-discriminatory technical specifications and providing tender
documentations to suppliers, among others.
CPTPP countries must have integrity in procurement practices through necessary measures and policies
that address corruption and eliminate potential conflict of interest. In addition, the Government must
designate a review authority, which is independent of the listed procuring entities, to review complaints from
suppliers regarding an alleged breach of Chapter provisions.
Compared to the TPPA, the CPTPP has suspended two provisions under this Chapter:
Article

Suspended Provisions and Implications

Article 15.8.5 • Commitments relating to labour rights as conditions for participating in Government Procurement
Conditions for
have been suspended
Participation
Article 15.24.2 • "No later than three years after the date of entry into force of this Agreement" has been
Further
suspended. Instead, further negotiations will commence five years upon EIF of the CPTPP
Negotiations
unless otherwise agreed by the CPTPP countries
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The Government has safeguards and specific flexibilities in the Chapter to support local suppliers
The Government Procurement Chapter preserves CPTPP countries’ procurement policies related to public
welfare and safety. It also provides policy space for formulation of any new policy, in compliance with the
Chapter’s provisions. The Chapter contains safeguards which facilitate SME participation in Government
Procurement. These safeguards are as follows:
Article

Safeguards

Article 15.2.7:
Scope

• CPTPP countries may develop new procurement policies, procedures or contractual
means, provided that these are consistent with this Chapter

Article 15.3.1:
Exceptions

• CPTPP countries may adopt or maintain the following measures, provided these are
not used to unjustifiably discriminate or restrict suppliers:
a. Necessary to protect public morals, order or safety
b. Necessary to protect human, animal or plant life or health
c. Necessary to protect intellectual property
d. Relating to the good or service of a person with disabilities, of philanthropic or
not-for-profit institutions, or of prison labour

Article 15.21.3:
Facilitation of Participation
by SMEs

• CPTPP countries shall, to the extent possible and if appropriate, facilitate
participation of SMEs through measures such as providing access to comprehensive
procurement-related information, and endeavour to make procurement
documentation free of charge
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Malaysia is granted transitional measures to
gradually adjust to Government Procurement
Chapter obligations

Malaysia has secured high thresholds for procurement and exemptions
Besides safeguards applicable to all CPTPP countries, Malaysia has also benefited from additional
transitional measures, as outlined in Annex 15-A Schedule of Malaysia. For goods and services, Malaysia
has been allowed an initial threshold of SDR1.5 million and SDR2.0 million respectively. These thresholds
will be reduced to SDR130,000 over a period of 7 years for goods and 9 years for services. For
construction services, Malaysia has secured an initial threshold of SDR63 million which will be reduced to
SDR14 million over a period of 20 years, which is the longest transition period among the CPTPP
countries.
Federal Government Procurements not covered by the Chapter include, but are not limited to:
Exempted Procurement
•
•
•
•
•
•

•
•
•

Inputs for agro-food production in Malaysia by the Ministry of Agriculture and Agro-Based Industry1
Procurement by the Government Investment Company Division of Ministry of Finance
Any procurement that has security considerations by the Ministry of Home Affairs
Procurement in relation to People’s Housing Programmes
Goods not covered, which are rice, electrical energy, natural water and food products (which fall under the
United Nations Provisional Central Product Classification (CPC) 239)
Services not covered, which are those under CPC 75 (Post and Telecommunications Services) and CPC 84
(Computer and Related Services) that will affect Malaysia’s essential security interest, as determined by the
procuring entities, and plasma fractionation services
Construction services not covered, which are dredging services and slope maintenance, improvement or
reconstruction services
Any procurement in relation to rural development programmes in rural areas with less than 10,000 residents as
well as poverty eradication programmes for households earning below Malaysia’s Poverty Line Income
Any Public Private Partnership (PPP) contractual arrangements including build-operate-transfer (BOT) and
public work concessions

Note: 1Now known as Ministry of Agriculture and Food Industries (MAFI)

For Government Procurement covered by the Chapter (above the threshold set), Malaysia reserves the
right to accord certain preferences to Bumiputera players, as follows:
• Up to 30% of the total annual value of construction services contracts are allocated to Bumiputera
contractors
• Margin of price preference (MOP) for Bumiputera suppliers and manufacturers, as outlined in Annex
15-A: Section G (2b)
Malaysia also reserves the right to adopt or maintain any measure in relation to the procurement of
selected items under Central Contract including postal and courier services, environmentally friendly fire
extinguisher as well as Microsoft products and services.
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Besides the carve-outs and flexibilities secured, Malaysia has also received transitional measures as set out
in Annex 15-A: Section J as follows:
Transitional
Measures

Flexibility

Transition
Period1

Domestic Review
Procedures

• Malaysia may delay application of its obligations under Article 15.19
(Domestic Review)
• During this transition period, Malaysia shall use existing internal
administrative procedures to address complaints, and suppliers may
submit complaints to the Ministry of Finance

3 years

Dispute Settlement
Mechanism

• Malaysia shall not be subject to dispute settlement with respect to its
obligations under the Chapter
• During this transition period, Malaysia shall enter into consultations
with any CPTPP country that raises concerns regarding Malaysia’s
implementation of the Chapter obligations

5 years

Offsets

• Malaysia may delay application of its obligations under Article 15.4.6
(General Principles) on offsets
• Offsets can be applied to covered procurement undertaken by 18
procuring entities (Federal Ministries) with a value of more than
RM50 million
• The procuring entities may impose offsets as set out in Malaysia’s
offsets policy, with credit value of up to 60% equivalent to
procurement contract value until the end of the fourth year
• Offsets will gradually decrease until the 12th year, and will no longer
be allowed for covered procurement from the 13th year onwards

12 years

Economic Stimulus
Package

• This Chapter shall not apply to any procurement funded by an
economic stimulus package in response to a severe nationwide
economic crisis implemented within the transition period

25 years

Note: 1Upon EIF of the CPTPP for Malaysia
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The transitional measures secured by Malaysia allow more time to comply with Government Procurement
Chapter obligations.
Government Procurement has also received transitional measures relevant to Investment Chapter
obligations as set out in Annex 9-K as follows:
Transitional
Measures
Submission of
Certain Claims

Flexibility
• Malaysia is not subject to ISDS claims for alleged breaches on
obligations in the Investment Chapter in so far as the Government
Procurement contracts below a specified value are concerned. The
specified contract values are:
(a) Goods - SDR1.5 million
(b) Services - SDR2 million
(c) Construction - SDR63 million

Transition
Period1
3 years

Note: 1Upon EIF of the CPTPP for Malaysia

As such, Malaysia has more time to ensure Government Procurement practices comply with investment
obligations such as:
• Treatment in accordance with applicable customary international law principles, including fair and

equitable treatment as well as full protection and security (Article 9.6 of the Investment Chapter)
• Free movement of transfers (Article 9.9 of the Investment Chapter)
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The partial liberalisation of Malaysia’s Government
Procurement for construction services will mainly
impact large companies, whereas SMEs are largely
protected
Federal Government Procurement, represented by the combined expenditure on development as well as
supplies and services, increased from RM76 billion in 2015 to RM84 billion in 2019. Development
expenditure consists mainly of construction services.
Federal Government development, as well as supplies and services expenditure

Note: Figures may not necessarily add up due to rounding
Source: MOF

In 2019, the breakdown for construction services within Government Procurement is as follows:
•
•
•

86% of total project value were awarded to G7 contractors
13% of total project value were awarded to G1-G6 contractors
1% of total project value were awarded to foreign contractors

Value and number of construction projects based on type of contractor (2019)
Contractor

Government

Private

Value of Projects

Number of Projects

Value of Projects

Number of Projects

G7

RM26.2 billion

1,490

RM63.7 billion

4,527

G1-G6

RM4.0 billion

1,794

RM5.2 billion

2,519

Foreign

RM0.3 billion

5

RM11.5 billion

287

RM30.5 billion

3,289

RM80.4 billion

7,333

Total
Source: CIDB
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The partial liberalisation of Malaysia’s Government Procurement under the CPTPP will directly impact only
G7 category contractors which are large construction companies (accounting for 8.3% of registered
contractors in 2019). This is because G7 category contractors have no limits on tender capacity, thus they
are the only local contractors eligible to bid for contract values which are above the set threshold.
Nevertheless, G7 category contractors involved in procurement below the threshold will not be impacted.
The threshold value upon ratification and EIF of the CPTPP for Malaysia would be SDR63 million (RM370
million). Between 2019 and 2021, an average of 0.07% of Federal Government contracts for construction
services were valued at RM350 million and above.
While Malaysia will be accorded 20 years for the threshold value to be gradually reduced to SDR14 million
(RM82 million), an average of only 0.4% of Federal Government contracts for construction services were
valued at RM80 million and above, between 2019 and 2021. In addition, Malaysian contractors are more
dependent on private construction contracts which constitute an average of 70% of the total construction
project value between 2019 and 2021.
G1 to G6 category contractors which are SMEs (accounting for 91.7% of registered contractors in 2019) are
not directly impacted as they are involved in procurement below the threshold value. This is because G1 to
G6 category contractors have a tendering capacity of below RM10 million based on the contractor category.
Malaysia’s threshold value of construction services contract
Transition Period1

Threshold Value
(SDR)

(RM)2

Year 1-5

63,000,000

370,440,000

Year 6-10

50,000,000

294,000,000

Year 11-15

40,000,000

235,200,000

Year 16-20

30,000,000

176,400,000

Year 21 onwards

14,000,000

82,320,000

Note:
1
Upon EIF of the CPTPP for Malaysia
2
Based on a cut-off exchange rate at SDR1 = RM5.88, as published by Bank Negara Malaysia on 14 January
2022
Source: Annex 15-A Schedule of Malaysia
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Local suppliers continue to benefit from Government
Procurement and enjoy better access to procurement
markets of CPTPP countries

High procurement value thresholds and offset allowances enable priority to be accorded to local
suppliers
The Government Procurement Chapter encourages the participation and development of local suppliers.
This is achieved through the transitional measures secured by Malaysia, particularly the high thresholds set
on the value of procurement for goods and services as well as construction services, which will gradually
decrease over time.
In addition, a high initial threshold for construction services is set, gradually decreasing to SDR14 million
from Year 21 onwards. This is higher than the threshold for developed CPTPP countries, at SDR5 million,
which applies from Year 1 onwards. Procurement that is below thresholds set is reserved for local suppliers.
As such, local suppliers would only compete with foreign suppliers in high value procurement contracts.
These local suppliers, who face such competition, fall under the G7 category.
Participation of local suppliers in high value contracts is also safeguarded by the implementation of offsets
during the transition period, which obliges a contract to incorporate local suppliers or content. This allows a
gradual phasing out of offsets over a period of 12 years, while improving competitiveness of, and
developing capabilities in, local suppliers.
Bumiputera policy can be maintained in Government Procurement
Malaysia will continue to implement its Bumiputera policy in Government Procurement for construction
services, by allocating up to 30% of the total annual value of construction contracts above the threshold set.
In addition, Malaysia is free to allocate 100% of the total annual value of construction contracts below the
threshold set, to Bumiputera players. Bumiputera suppliers also receive price preferences for procurement
of goods and services as set out in Section G - 2(b) of Annex 15-A. Nevertheless, it is imperative for
Bumiputera suppliers and contractors to continue building capabilities to enhance competitiveness against
foreign suppliers.
The Chapter accords better access to procurement markets of CPTPP countries, providing
opportunities for the market expansion of local companies
Upon ratification and EIF of the CPTPP, local companies will have better access to Government
Procurement markets in CPTPP countries. Malaysian companies will not be discriminated against domestic
suppliers in the CPTPP markets and are able to bid for government contracts that are above the thresholds
set by the CPTPP countries.
The Government Procurement market of CPTPP countries, excluding Malaysia, is estimated to be
approximately USD1.5 trillion. Most CPTPP countries have commited a high number of procuring entities
under the Chapter. For example, local companies are able to access the procurement of 92 procuring
entities in Australia and 59 procuring entities in Vietnam. These procuring entities comprise central
government entities and other entities1. Procurement by sub-central government entities listed by CPTPP
countries are not open to Malaysia, unless further negotiations are conducted and agreed upon.
In addition, the Government Procurement of goods, services and construction services are largely
liberalised for all CPTPP countries, with few exceptions such as goods pertaining to the Department of
Defence.
Note: 1Other entities refer to entities which do not fall within central or sub-central government entities
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Besides Malaysia, Vietnam and Brunei Darussalam, other CPTPP countries do not have transition periods
to their procurement value thresholds1. This means that government contracts above the thresholds set will
be immediately accessible to Malaysian companies following the ratification of the CPTPP.
Estimated CPTPP procurement market size, excluding Malaysia (2019)
Country

Government Procurement Value
(by descending order)

Japan

USD838.7 billion

Canada

USD233.0 billion

Australia

USD227.6 billion

Mexico

USD59.3 billion

Vietnam

USD57.6 billion

Singapore

USD37.4 billion

New Zealand

USD32.1 billion

Chile

USD27.9 billion

Peru

USD22.6 billion

Brunei Darussalam

USD1.2 billion

Total

USD1,537.4 billion

Source: OECD, World Bank, Asian Trade Center, PwC analysis

As such, with the ratification and EIF of the CPTPP, Malaysian companies will be able to tender for
Government Procurement contracts in Japan, which represents more than half of the total CPTPP market,
as well as have the opportunity to participate in the procurement of other CPTPP countries such as Canada
and Australia. These companies can tender for contracts in multiple goods and services, especially in areas
or sectors of high expertise such as construction services and medical devices and equipment.
Malaysia is not a member of the WTO Agreement on Government Procurement (GPA), while there are five
CPTPP countries which are part of the GPA. Consequently, Malaysia has been losing out on preferential
access to these countries’ Government Procurement market, which have a combined value of
approximately USD1.4 trillion. Should Malaysia not ratify the CPTPP, local suppliers will continue to forgo
access to these markets, and the markets of other CPTPP countries which are non-members of WTO GPA
with which Malaysia either has existing FTAs that do not include Government Procurement provisions, or
no FTAs altogether.
Note: 1Government procurement thresholds of CPTPP countries are listed in the Appendix
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WTO GPA members among the CPTPP countries
Members

Non-members

Australia
Canada
Japan
New Zealand
Singapore

Brunei Darussalam
Chile
Malaysia
Mexico
Peru
Vietnam

Source: WTO

Malaysian contractors may explore more opportunities within CPTPP countries’ Government
Procurement market, particularly Australia and Singapore
Within the CPTPP, Australia is among the top 10 countries that could attract participation from Malaysian
contractors. From 1980 to 2019, the total construction projects in Australia, with Malaysian participation,
were valued at RM5.9 billion. Malaysian contractors have also ventured into construction projects in
Singapore, Vietnam and Mexico as follows:
Construction projects awarded to Malaysian contractors in selected CPTPP
countries
Country

Year

Number of Projects

Project Value

Australia

2018

2

RM1.8 billion

Singapore

2019

11

RM1.1 billion

Vietnam

2019

2

RM0.1 billion

Mexico

2021

1

RM0.3 billion

Source: CIDB

The presence of Malaysian contractors in these countries signal existing capabilities to compete within
those markets. These contractors, in particular those within the G7 category, would have competitive
advantage to compete not only in the countries listed above, but also other CPTPP Government
Procurement markets. As such, Malaysian contractors may be able to leverage more opportunities in
Australia and Singapore due to existing track record in the construction sector, lower thresholds without
transition periods as offered by these countries under the CPTPP, as well as closer distance to Malaysia.
However, Vietnam imposes high initial thresholds and is granted with a 16-year transition period, which
could discourage Malaysian contractors from venturing into this market. In the case of Mexico, Malaysian
contractors may choose not to enter the Government Procurement market due to the distance as well as
limited track record.
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Local suppliers with capabilities to fulfil high value contracts are more likely to leverage on the
liberalisation of Government Procurement markets
Local suppliers that have won contracts with high values in Malaysia may also have the capabilities to
access and compete in other CPTPP Government Procurement markets.
Case example: Teraju Farma Sdn Bhd may explore opportunities to supply pharmaceutical products within
CPTPP Government Procurement markets
Teraju Farma Sdn Bhd is a distributor of pharmaceutical and medical products. In January 2021, it won the
Malaysian Government tender for the supply of reagents and equipment for immunoassay analyser infectious
disease for microbiology laboratory.
The tender was valued at RM5.7 million, which is approximately SDR970,000. This tender value exceeds the
thresholds set for procurement of goods by federal entities in all CPPTP countries (at SDR130,000), except for
Vietnam (at SDR2 million for Year 1 to 5 of implementation). This is a clear indication that Teraju Farma Sdn Bhd
has the capability to bid for government tenders in CPTPP countries.
Note: Based on a cut-off exchange rate at SDR1 = RM5.88, as published by Bank Negara Malaysia on 14 January 2022
Source: MyProcurement, CTOS

In order to leverage the preferential market access for Government Procurement in the CPTPP countries,
Malaysian companies need to increase their competitiveness and better understand the local requirements.
The Government may facilitate Malaysian companies through:
Creating awareness through timely sharing of information regarding Government Procurement
opportunities available in CPTPP countries
• Collaborating with the relevant agencies in CPTPP countries to enable better understanding of local
requirements
• Providing financing solutions, capital and investments to enable sector players to undertake projects in
CPTPP countries
•
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Government Procurement obligations establish clear
procurement rules and processes

Both foreign and local suppliers stand to benefit from better predictability in procurement
processes, while the Government benefits from higher procurement efficiency
The Government Procurement Chapter requires CPTPP countries to adopt best practices and good
governance in procurement processes. The obligations under this Chapter, which will result in better
predictability and recourse to suppliers, include:
•
•
•
•

Procurement information
Technical specifications
Tendering period
Submission of complaints

The Government also allows local suppliers to utilise the domestic review mechanism to submit complaints
regarding issues which may not comply with Chapter obligations.
In addition, the Chapter promotes higher efficiencies and transparency in procurement systems as the
Government undertakes improvements to ensure compliance. This will likely lead to better monitoring of,
and data management on, vendors and procurement processes.
At the same time, the Government is provided with better access to local and foreign suppliers which offer
the best capabilities and value for money. Better goods and services procured by the Government will also
benefit households through provision of essential services and facilities in healthcare, education, public
infrastructure and other services.
Government procurement systems and processes must be enhanced to ensure compliance with
obligations
The Government is required to enhance its procurement system and processes in order to comply with
Chapter obligations. The Government may need to review, and where necessary, amend regulations and
revise policies affecting Government Procurement as follows:
• Treasury Instructions and Treasury Circulars regarding Government Procurement rules and procedures
• Economic policies and initiatives which may be inconsistent with Chapter obligations
• IT systems used for Government Procurement

The Government uses IT systems and software such as ePerolehan, MyProcurement Portal, MyGPIS and
eGPA to conduct procurement. These systems must comply with obligations which include ensuring
required information such as award criteria are published in tender documents, as well as maintaining
covered procurement records. The Government may incur one-off costs for necessary modifications to the
current IT procurement systems. With such changes in procurement systems and processes, all procuring
entities, as listed in Annex 15-A, need to be educated and provided with assistance and training to
implement the necessary procurement processes.
In addition, a supplier registration system which is fair and transparent to foreign suppliers must also be
adopted. The implementation of this system will require interagency collaboration within the Government,
including with relevant registration authorities such as Companies Commission of Malaysia (SSM) and
CIDB.
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Minimal impact to SOEs, Bumiputera and local
companies

Malaysia retains flexibilities for obligations in the State-Owned Enterprises and Designated
Monopolies Chapter
Requirements for SOEs
under CPTPP
Non-discriminatory treatment
and commercial
considerations (Article 17.4)

Current Practices in Malaysia Flexibilities Granted to Malaysia
• Preference to select
Bumiputera and local
vendors for products and
services over foreign
suppliers, which may not be
based on considerations
such as best price, quality
and other available options

• Malaysia maintains preferences of up to 40% of

SOE’s annual budget for purchases1 from
Bumiputera, SMEs as well as Sabah and
Sarawak enterprises
• Additional preferences may be accorded by

PETRONAS and Felda Global Ventures (FGV)
• Development Financial Institutions may accord

preferences in supply of their financial services
• Obligations do not apply to PNB, LTH, and their

subsidiaries. These exemptions are similarly
enjoyed by EPF, KWAP, and LTAT under the
common scope exclusions for Independent
Pension Funds
Prohibition of non-commercial • Certain SOEs are granted
• NCA is allowed to PETRONAS for Government
assistance (NCA) that causes
monopoly power and
- mandated projects with socio-economic
adverse effects over other
exclusive rights, preferential
development objectives
CPTPP enterprises (Article
access to credit and other
• NCA can be provided to Bumiputera
17.6)
financial services, protection
enterprises, pursuant to measures
on the ground of national
implementing Bumiputera Affirmative Action:
interest (Golden Shares), as
○ Bumiputera Affirmative Action covers any
well as direct and indirect
measure that confers, safeguards, provides
subsidies
preference or renders assistance, benefits or
other forms of rights or interests to
Bumiputera companies
○

Transparency obligation that
• Information made publicly
requires each country to
available is limited to
disclose details of NCAs given
financial information for
to SOEs, upon request by
listed companies
other CPTPP countries
(Article 17.10)

Malaysia also reserves the right to accord
and grant Bumiputera status to eligible
companies

• Obligations do not apply to PNB, LTH, and their
subsidiaries

Malaysia has been granted a transition period of five years upon ratification and EIF of the CPTPP. During
this period, the aforementioned requirements will only apply to SOEs with a three consecutive year annual
revenue of above SDR500 million (RM2.9 billion)2. This threshold will be reduced to SDR200 million
(RM1.2 billion)2 from the sixth year onwards.
Note:
1
Refers to annual budget for purchases of goods and services for commercial activities in Malaysia
2
Based on a cut-off exchange rate at SDR1 = RM5.88, as published by Bank Negara Malaysia on 14 January 2022
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NCAs that give rise to adverse effects include significantly undercutting the price of a like good produced
by another CPTPP country, as well as impeding or displacing the production, sale or import of such goods.
However, a causal link between an NCA and its alleged adverse effects must be demonstrated and
examined, before such NCA is prohibited.
In terms of transparency obligations, the Government is required to disclose information on NCAs given to
SOEs that may have adverse effects on competition, when legitimately challenged by a competitor. This
obligation does not include commercially sensitive information that would jeopardise SOE’s competitive
position relative to their private sector competitors.
Malaysia has secured carve-outs for SOEs under State Governments
In addition, as per Annex 17-D, SOEs owned or controlled by Malaysia’s sub-central level of government
(i.e. State Governments) shall be excluded from key obligations in this Chapter, namely:
•
•
•
•

Non-discriminatory treatment and commercial considerations
NCAs including for the purpose of production and sale of goods in Malaysia
NCAs including for the sale of services in Malaysia and other CPTPP countries
Transparency

For example, Johor Corp, Selangor State Development Corp, Sarawak Energy Bhd and Kulim (Malaysia)
Bhd are exempted from the key obligations listed above. As such, these SOEs may adopt preferential
treatment in the selection of their suppliers, as well as receive NCAs for expansion of services offered in
other CPTPP countries.
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SOEs can continue to support the Government’s
socio-economic agenda, particularly Bumiputera
development

SOEs may be specifically mandated to carry out development agenda such as MARA and FELDA, which
are statutory bodies that promote Bumiputera and rural development. In Malaysia, SOEs also include
Government-Linked Companies (GLCs) that support the development of local and Bumiputera companies
through capability building programmes, preferential contract awards and subsidies, among others.
Based on a 2018 study conducted by IDEAS, GLCs represent an estimated 42% of total market
capitalisation of Malaysia’s stock exchange. Major market-listed GLCs include Tenaga Nasional Berhad,
Petronas Chemicals Group Berhad and Sime Darby Berhad. There are also unlisted GLCs such as
Rangkaian Hotel Seri Malaysia Sdn Bhd and MARA Corporation Sdn Bhd. As such, GLCs constitute a
significant portion of the economy, making them pivotal in assisting the development of other companies,
typically Bumiputera and SMEs, within their respective sectors.

Case example: Role of GLCs in developing local and Bumiputera vendors
Tenaga Nasional Berhad: Bumiputera Manufacturers and Contractors Programme
RM16.9 billion worth of contracts were awarded by Tenaga Nasional Berhad (TNB) to vendor companies under
its Bumiputera Manufacturers and Contractors Programme from 1995 until 2019. In addition, 99.0% of total
procurement spend or RM9.8 billion was on local vendors in 2019. Out of the RM9.8 billion, procurement spend
on Bumiputera vendors amounted to RM5.3 billion, which represented 53.2% of total procurement spend. While
the share of Bumiputera procurement is above the preferential treatment cap of 40% under the CPTPP, it is
important to note that contracts that are awarded to these companies based on merit are not considered as
preferential treatment.

PETRONAS: Vendor Development Programme
Established in 1993, PETRONAS Vendor Development Programme (VDP) has nurtured more than 100
Bumiputera vendors with over RM9 billion in contracts awarded as of December 2021. The VDP has been
designed to help local SMEs to:
•
•
•
•
•

Be technically competent
Be commercially attractive
Develop home grown technologies
Grow their offerings
Pursue business opportunities internationally

Source: TNB, PETRONAS, News articles

The Chapter preserves the right of SOEs to support the Government’s socio-economic development
agenda provided that it complies with the CPTPP provisions. In addition, NCA is allowed to PETRONAS for
Government-mandated projects with social implications and economic development objectives. Malaysia
has also secured flexibilities which minimises adverse impact to Bumiputera development as preferential
treatment of up to 40% of SOE’s annual budget for purchases can be accorded to Bumiputera enterprises,
enterprises located in Sabah and Sarawak as well as SMEs.
SOEs which are excluded from the 40% maximum threshold include Majlis Amanah Rakyat (MARA), Unit
Peneraju Agenda Bumiputera (TERAJU) and Ekuiti Nasional Berhad (EKUINAS). These SOEs can
purchase up to 100% of goods and services from Bumiputera suppliers.
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Besides preferential treatment, SOEs in Malaysia can provide NCA to Bumiputera enterprises for the
production and sale of goods, pursuant to measures implementing Bumiputera Affirmative Action. This
enables Bumiputera development policies to be continued as the Bumiputera Affirmative Action covers any
measure that confers, safeguards, provides preference or renders assistance, benefits or other forms of
rights or interests to Bumiputera companies. Malaysia also reserves the right to accord and grant
Bumiputera status to eligible companies.
NCA can also be provided to SOEs which provide services domestically. As per Article 17.6.4, such NCA is
not deemed to cause adverse effects and therefore, does not breach the provisions of the Chapter.
PETRONAS is also able to accord preferences to local companies in its purchase of goods and services in
Malaysia, for upstream activities (except for 12 goods and services which are liberalised). Upon ratification
and EIF of the CPTPP, the threshold set for the preference in upstream activities is 70% of PETRONAS’
annual budget for purchases of goods and services. This threshold will gradually decline to 40% by the
sixth year. As for downstream activities, preferences for purchase of goods and services are subject to the
threshold of 40% of PETRONAS’ annual budget for purchases upon ratification and EIF of the CPTPP.
Under the CPTPP, FGV maintains the right to accord preferential treatment in its purchases of goods from
participants in the Federal Land Development Authority (FELDA) development schemes.
SOEs may also continue to undertake training programmes which assist vendors in increasing their
competitiveness.
The continuity of socio-economic agenda and carve-outs on SOE obligations under the CPTPP will ensure
Malaysians benefit from development policy outcomes such as business and income growth as well as
employment opportunities.
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Chapter obligations are expected to develop
competitiveness in SOEs and local vendors

SOEs that fall within the scope of the Chapter are required to comply with the provisions contained therein.
These include prohibition of NCA which cause adverse effects, and preferential treatment to local vendors
in SOE procurement (notwithstanding the flexibilities secured). As such, affected SOEs, local and
Bumiputera vendors will need to reduce or eliminate reliance on non-competitive measures such as
preferential treatment and NCA. Consequently, this will encourage SOEs and local vendors to increase
their competitiveness in terms of merit, capabilities and pricing, among others.
The transition period granted to Malaysia provides more time for review, modification and formulation of
policies that enhance the competitiveness and capabilities of SOEs as well as local vendors in order to
comply with Chapter obligations.
In addition, a level playing field coupled with transparent governance of SOEs should boost confidence of
foreign companies to participate in the Malaysian market, which could increase FDI into Malaysia.
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The Electronic Commerce Chapter aims for
efficient trade-related practices

E-commerce is increasing, driven by a pandemic-induced shift in consumer behaviour
In 2020, e-commerce income increased to RM896.4 billion, a 32.7% increase from 2019 (RM675.4 billion).
This is likely attributable to increased adoption of e-commerce platforms spurred by the COVID-19
pandemic. Retailers and other business operations were forced to adopt digital solutions to maintain
business operations. E-commerce income has recorded continued growth with a 30% year-on-year
increase for the first quarter of 2021, amounting to RM254.6 billion.
E-commerce income by establishments saw a 22.8% increase from RM447.8 billion in 2017 to RM675.4
billion in 2019. About 88% (RM591.8 billion) of e-commerce transaction income was generated by the
domestic market.
There is a positive correlation between internet usage and web presence by establishments and
e-commerce income. E-commerce is gaining traction as the public and private sector increases its focus on
digital economy initiatives.
E-commerce income from transactions, share of internet usage and web presence by
establishments between 2015 and 2019
Indicator
E-commerce income
(RM billion)
E-commerce income
(Annual growth rate, % change)

2015

2017

2019

RM398.2 billion RM447.8 billion RM675.4 billion
-

6.0%

22.8%

Internet usage by establishments
(% share of establishments, Malaysia)

61.5%

73.3%

85.2%

Web presence by establishments
(% share of establishments, Malaysia)

28.4%

37.8%

53.9%

Source: DOSM

The CPTPP aims to facilitate new trade opportunities through e-commerce
The Electronic Commerce Chapter sets out obligations that aim to facilitate economic growth and trade
opportunities through e-commerce. The Chapter emphasises cooperation among the CPTPP countries to
reduce barriers to e-commerce and enhance protection of e-commerce users with additional regulations
where necessary.
The Chapter outlines obligations to enable individuals and businesses to sell and purchase goods and
services online, subject to the exception of NCMs in the CPTPP. For example, Malaysia’s NCM in Annex II
accords rights to the Government to prohibit electronic transaction of online gambling services. CPTPP
obligations include encouraging paperless trading, prohibiting customs duties on electronic transmissions
between CPTPP countries, according non-discriminatory treatment for digital products, allowing
cross-border transfer of information by electronic means and internet interconnection charge sharing.
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The Chapter emphasises consumer protection
Obligations under the Chapter also emphasise the protection of consumer information, verification for
authenticity of electronic transactions and cybersecurity measures with a focus on cooperation among the
CPTPP countries. These obligations include online consumer protection measures, personal information
protection, electronic authentication and signatures, measures against unsolicited commercial electronic
messages, imposing requirements for location of computing facilities and access to software source code
(with certain exceptions). Malaysia’s data protection regime, enforced by legislation such as the Personal
Data Protection Act 2010, is consistent with the Chapter’s obligations.
Malaysia has been granted flexibility with regards to obligations under Article 14.4 (Non-Discriminatory
Treatment of Digital Products) and Article 14.11 (Cross-Border Transfer of Information by Electronic
Means). In the event of inconsistencies between existing measures and these two Articles, Malaysia will not
be subjected to dispute settlement claims for a period of two years after the EIF of the CPTPP for Malaysia.
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The Electronic Commerce Chapter allows Government
access to source codes of software used for critical
infrastructure

Software used for critical infrastructure is exempted from requirements of the Electronic Commerce
Chapter
Article 14.17 of the Chapter prevents CPTPP countries from demanding access to software source code,
with the exception of software for critical infrastructure. Specifically, Article 14.17 prohibits CPTPP countries
from requiring software owners to share their source code as a market access condition. This raises
concerns as companies and governments seek to ensure the code running in their systems can be checked
for vulnerabilities or malicious components, while software developers wish to protect the proprietary rights
to their source code.
However, governments are allowed to demand access to software source code if it is used in critical
infrastructure. The Chapter does not define critical infrastructure.
Countries typically have a defined list of critical infrastructure. Malaysia has its own Critical National
Information Infrastructure (CNII) which is defined as those assets (real and virtual), systems and functions
that are vital to the nation that their incapacity or destruction would have a devastating impact on national
economic strength, national image, national defence and security, government capabilities to function and
public health and safety. Malaysia’s CNII covers 11 sectors.
Other CPTPP countries may have their own critical infrastructure list which could differ from Malaysia.
Malaysia’s CNII Sectors

1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.

National Defence and Security
Banking and Finance
Information and Communications
Energy
Transportation
Water
Health Services
Government
Emergency Services
Food and Agriculture
Trade, Industry and Economy

Source: Malaysia Cyber Security Strategy 2020-2024
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It should be noted that Article 14.17 does not prevent the inclusion or implementation of terms and
conditions related to the provision of source code in commercially negotiated contracts. This means that
private sector arrangements which require access to, or sharing of, source code are not subjected to the
obligations in this Chapter. For example, a bank is free to commercially negotiate access to source code in
its procurement of software.
Article 14.17 also does not prevent Malaysia from requiring necessary modifications on the source code of
software for that software to comply with the country’s laws and regulations, which are not inconsistent with
CPTPP. For example, the Government can request streaming services providers to modify the source code
of their software in order to comply with national laws, which in turn are consistent with CPTPP.
Furthermore, Article 14.17 does not affect requirements that relate to patent applications or granted
patents, including any orders made by a judicial authority in relation to patent disputes, subject to
safeguards against unauthorised disclosure under the law or practice of a Party.
Besides access to software source codes, the Government is also able to require data localisation from
e-commerce participants if it helps Malaysia achieve legitimate public policy objectives. This means that the
Government may require data collected to be retained or processed locally if needed.

Cost-Benefit Analysis on the Potential Impacts of the CPTPP on the Malaysian Economy and Key Economic Sectors
264

The CPTPP presents growth and development
opportunities for SMEs which are the backbone of the
Malaysian economy

SMEs are key contributors to the Malaysian economy
In 2020, SMEs1 contributed significantly to the Malaysian economy, accounting for 38.2% of the country’s
GDP. SMEs represent 97.2% of total business establishments in Malaysia in 2020. Majority of SMEs are
micro-sized, representing 78.4% of total SMEs. Micro-sized enterprises are mostly concentrated in the
Services Sector, specifically in Wholesale and Retail Trade.
Furthermore, SMEs contribute to 48.0% of the country’s employment and 13.5% of Malaysia’s total exports
in 2020. Based on the National Entrepreneurship Policy 2030, the Government’s aspiration is for SMEs to
account for 50% of the GDP, 80% of employment and 30% of total exports by 2030.
Contribution of SMEs to the Malaysian economy
Current (2020)

Target (2030)

Share of GDP

38%

50%

Share of
employment

48%

80%

Share of total
export

14%

30%

Source: SME Corp, National Entrepreneurship Policy 2030

The CPTPP presents growth and development opportunities for local SMEs, through greater market
access and reduction in trade barriers
In addition to the SME dedicated Chapter in the CPTPP, SMEs also stand to benefit from provisions under
other chapters such as Cooperation and Capacity Building, Electronic Commerce and Government
Procurement. Opportunities provided by the CPTPP further complement Malaysia’s ongoing policies
to increase the capabilities and competitiveness of SMEs.
Note: 1Based on SME Corp, SMEs are categorised into micro, small and medium
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The following table describes the benefits of the CPTPP to SMEs:
Malaysia’s Existing Policies

CPTPP Provisions

The Twelfth Malaysia Plan includes Greater market access:
a specific focus to shift more
• CPTPP provides access to new markets and
MSMEs to the global market
widens Malaysia’s existing trade networks,
backed by a robust mechanism for resolving
investment disputes

Expected Benefits
CPTPP complements the
Twelfth Malaysia Plan and
seeks to enable SMEs to
export to new markets,
possibly increasing SME
contribution to exports

Elimination of tariffs and reduction in cost of
trade:
• Lower tariffs make importing from, and
exporting to, CPTPP countries much cheaper
• SMEs can source potentially cheaper and
higher quality raw materials used in the
production of final products, at much lower
tariff rates
• If the percentage of the finished product
materials satisfies the requirement under the
CPTPP Rules of Origin, the product can enjoy
preferential tariffs when exported to CPTPP
countries
The National Entrepreneurship
Policy 2030 (NEP) includes the
objective of elevating the
capabilities of MSMEs.

Capacity building for SMEs:
• The provisions under the Cooperation and
Capacity Building Chapter provide that the
Government is to undertake necessary
measures to enhance the capacity of local
The NEP emphasises the need for
SMEs to take advantage of the CPTPP
training and development
• The SME Chapter establishes a Committee on
programmes related to Industry
SMEs whereby government representatives
4.0, strategic management,
work together to facilitate SMEs including
certification, marketing and
through programmes that enable SMEs to
branding, packaging, product
participate and integrate effectively into the
development and e-commerce
global supply chain

The Government can work
with other authorities from
CPTPP countries to facilitate
and conduct necessary
training and development
programmes to enable
MSMEs to leverage on
CPTPP opportunities

As SMEs capture development and growth opportunities under the CPTPP, benefits are expected to
flow down to households through growth in income and employment opportunities.
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Case example: TMS Lite can leverage CPTPP’s cooperation and capacity building initiatives and activities to
further develop its capabilities and spur product innovation

TMS Lite Sdn Bhd
Established in 2004, TMS Lite is an illumination solutions provider in the machine vision industry.

How TMS Lite has grown

TMS Lite’s business plans

For more than 14 years, TMS Lite has been a
one-stop provider of illumination technology
supplying custom illuminators (i.e. illumination
devices), and controllers and accessories. Its
facility in Penang is equipped with a testing
laboratory as well as 3D printing and laser
precision cutting capabilities.

The company plans to leverage the Fourth
Industrial Revolution to position itself in the
biological and digital industries. It aims to continue
its innovation and incorporate its products into
emerging technologies, such as artificial
intelligence, machine learning and 3D printing.

In 2019, the company has designed more than
450 different illuminators, and 3,800 pieces of
custom illuminators to fit various application
requirements.

How TMS Lite can benefit from the CPTPP
Benefit 1:
TMS Lite can benefit from:
• SME capacity building initiatives such as
training programmes
• Knowledge transfer, undertaken through
cooperation and capacity building activities
under the CPTPP, from countries such as
Japan and Singapore, to further develop its
capabilities and spur innovation

TMS Lite currently distributes its products
through a network of global distributors, including
in Vietnam, China, Chinese Taipei, Japan, Italy,
Spain, Germany, the Netherlands and the US.
The company utilises virtual experience to
strengthen customer experience and is
committed to embracing industry progress
through R&D and education.

Benefit 2:
The CPTPP opens up market access for TMS Lite
in non-FTA countries such as Canada, Mexico and
Peru by eliminating tariffs imposed on TMS Lite’s
exports. As such, TMS Lite’s exports is expected
to become more price competitive. Alignment to,
and increased transparency of, customs
procedures will also increase the ease of exporting
to CPTPP countries.
Benefit 3:
As an innovator, TMS Lite will benefit from the
CPTPP’s stricter IP provisions, which will be
critical should the company decide to expand its
operations and invest in another CPTPP country
such as Vietnam.

Source: MATRADE, TMS Lite Sdn Bhd corporate website
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Case example: The CPTPP presents opportunities through collaboration with foreign SMEs for NTH Global to
expand its market and brand awareness abroad

NTH Global Sdn Bhd
Founded in 2017, NTH Global specialises in the manufacture of comfort shoes as well as fashionable ladies’
and men’s shoes.

How NTH Global has grown

NTH Global’s business plans

To meet growing demand for fashion forward,
orthopedically correct and corrective shoes, NTH
Global, the manufacturer of Nottingheels shoes,
develops fashionable footwear solutions suitable
for women and men across industries from retail
and corporate professions to hospitality and
tourism.

To grow the company, NTH Global plans to:
• Expand its global brand awareness
• Continue to improve and innovate its product
offerings to remain competitive in the market

How NTH Global can benefit from the CPTPP

Today, in addition to catering to local demand in
Malaysia and supplying to airlines such as
AirAsia and Malindo Air, NTH Global Sdn Bhd is
also expanding its markets globally. Nottingheels
has opened its first international outlet at
Takashimaya Thailand in November 2018.

Benefit 1:
NTH Global’s expansion plans into new markets
can benefit from CPTPP’s low tariffs. This will
allow NTH Global to increase Nottingheels’ brand
awareness through expansion to Vietnam and
Mexico, where it could export its products at a
competitive price.

Nottingheels is also registered as a trademark in
Malaysia, China, Europe and the US. In addition,
Nottingheels owns the legal patent for the shoes
made for bunion feet, exclusively designed and
produced by Nottingheels.

Benefit 2:
NTH Global can gain from information sharing
exercise undertaken through CPTPP’s Committee
on SMEs. This may also help NTH Global to
collaborate with other SMEs across CPTPP
countries and expand its reach in these markets.
Benefit 3:
As designers, NTH Global stands to benefit from
the higher levels of protection accorded by
CPTPP’s IP provisions. This would provide an
enabling environment for innovators such as NTH
Global.

Source: MATRADE, NTH Global Sdn Bhd corporate website, News articles
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CPTPP preserves local SMEs’ interests and
improves competitiveness among enterprises

CPTPP has a dedicated chapter to facilitate SMEs in participating in the global value chain
Cognisant of SMEs’ role as key drivers of economic growth and employment, the CPTPP contains a
dedicated SME Chapter that seeks to ensure SMEs benefit from the Agreement. This is done through
better information sharing and enhanced capacity building for SMEs.
CPTPP countries must provide information online to assist SMEs to benefit from the Agreement. This
information includes business registration procedures, regulations concerning customs and intellectual
property settings. Additionally, CPTPP countries agreed to establish a Committee on SMEs to identify and
undertake measures to build capacity such as training programmes and export facilitation.
Case example: SMEs from Vietnam benefit from training provided by Canada

Donor country: Canada

Recipient country: Vietnam

A training initiative titled ‘Fostering Inclusive and Sustainable Economic Growth: Making the CPTPP Work for
Vietnamese SMEs’ was conducted by the Canadian Trade Facilitation Office (TFO) from July 2019 to January
2020. The project was fully funded by the Canadian Government.
Under this project, 33 Vietnamese trade officials and industry representatives participated in master trainer
workshops on the opportunities and challenges of CPTPP, with a particular emphasis on Canada as well as
trade-related online training. The master trainers, alongside experts from the Canadian TFO provided technical
assistance to 300 SMEs from multiple economic sectors. In addition to the technical assistance, 24 selected SMEs
also received virtual one-on-one consultations and support to export to Canada.
As a result, Vietnamese SMEs gained greater understanding of Canadian environmental, labour and social
inclusion standards as well as knowledge on the compliance with ROO procedures and requirements. These SMEs
were also able to leverage on the usage of online marketing and e-commerce tools, as well as develop and
implement competitive export strategies.
Source: TFO Canada
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Development policies and assistance for Bumiputera and SMEs can continue to be undertaken
Malaysia has secured flexibilities in the CPTPP to protect developmental needs of Bumiputera and SMEs,
while preparing them to participate in a more liberalised trade and investment environment over a period of
several years. These concessions include, but are not limited to:
•
•
•
•
•
•
•
•
•

A longer transition period for tariff elimination on sensitive goods such as rice and motor vehicles
Higher threshold and longer transition period for the partial liberalisation of Government Procurement for
goods, services and construction works
Exclusion of Public-Private Partnership (PPP) for construction projects
A 30% carve-out of contract value in the construction sector for Bumiputera vendors
Maintaining performance and national requirements, as well as foreign equity limits for certain sectors
and industries, including automotive and retail
Allowance for preferences for Bumiputera, SMEs, Sabah and Sarawak vendors of up to 40% in SOE’s
annual budget for purchases
Specific entities such as TERAJU, EKUINAS, and MARA are excluded from the 40% annual budget cap
for preferential treatment and therefore, allowed to procure 100% from Bumiputera vendors or SMEs
Preserving PETRONAS’ exclusive rights to petroleum resources in Malaysia and the rights to decide on
the form and contractual arrangements for foreign participation, and selection of contract parties
Development Financial Institutions such as Agrobank and SME Bank may accord preferences in supply
of their financial services

These flexibilities suggest that Bumiputera and SMEs development policies that are consistent with CPTPP
obligations can still be undertaken. The implications of some of these flexibilities are illustrated in the
following sectoral examples.
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Oil and Gas Sector
PETRONAS largely preserves its rights under the PDA 1974. The preservation of such rights allow
PETRONAS to maintain its role in developing domestic Oil and Gas Sector including Bumiputera
businesses and SMEs.
PETRONAS has been granted flexibility to accord preferences to Bumiputera and SME vendors to a certain
proportion of its annual budget for purchases for upstream and downstream activities. With the flexibilities,
PETRONAS can continue to maintain development programmes for Bumiputera and SME businesses.
However, it is important to note that the preferences are not permitted in the supply of 12 goods and
services that Malaysia has committed under the CPTPP, which among others, include cementing related
services, seismic data acquisition, and linepipes.
Construction Sector
SMEs and Bumiputera contractors in the G1 to G6 categories are not affected by the partial
liberalisation of Government Procurement, while contractors in the G7 category would likely be
impacted from the commitment.
Additionally, Malaysia has also secured several exemptions in the construction sector. With these
exemptions, liberalisation of Government Procurement in the construction sector does not apply to i) rural
development programmes in rural areas with less than 10,000 residents and poverty eradication
programmes for households earning below Malaysia’s Poverty Line Income, and ii) PPP contractual
arrangements including build-operate-transfer (BOT) and public work concessions. The exemptions also
allow small local vendors to benefit from the public works.
The Mass Rapid Transit (MRT) project is an example of a PPP where 50% or RM10.5 billion of the contract
value on the Kajang Line was awarded to Bumiputera contractors. Such PPP contractual arrangements are
exempted from the CPTPP Government Procurement Chapter and therefore, will continue in the future.
For other types of construction works tendered by the Government, only those with contract value above the
threshold will be opened to foreign competition. Upon ratification and EIF of the CPTPP for Malaysia until
the fifth year, the threshold for Malaysia’s construction sector is set at SDR63 million (approximately RM370
million)1. This value will be gradually decreased to SDR14 million (approximately RM82 million) on Year 21
of CPTPP implementation for Malaysia.
Note: 1Based on a cut-off exchange rate at SDR1 = RM5.88, as published by Bank Negara Malaysia on 14 January 2022
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Automotive Sector
Malaysia maintains the right to continue with the implementation of internal measures within the Automotive
Sector such as Approved Permit (AP) and imposition of excise duties on motor vehicles. As such, imports of
motor vehicles are subject to Malaysian regulations.
Malaysia can maintain limitation on foreign equity participation of up to 49% for investment in the
manufacturing or assembly of motor vehicles. Foreign equity cap on automotive investments ensure
continuous participation by Bumiputera and SMEs in areas of their expertise and capacity, such as lower
engine capacity motor vehicle segment. However, this does not apply to luxury passenger vehicles with
engine capacity above 1,800 c.c., motorcycles with engine capacity above 200 c.c., pick-up trucks,
commercial vehicles as well as hybrid and electrical vehicles.
Retail Sector
Malaysia’s CPTPP commitments for the Retail Sector are largely in line with the current guidelines. Notably,
Malaysia can maintain restrictions in not allowing foreign services suppliers to operate supermarkets, mini
markets, permanent wet markets, permanent pavement markets, fuel stations with or without kiosk, news
agent, medical hall, Malaysian cuisine restaurants, bistro, jewellery stores and textile stores. Bumiputera
and SMEs involved in this Sector are largely protected as they dominate the Retail Sector.
In addition, Malaysia can also maintain regulations for foreign companies to be subjected to equity cap,
Bumiputera directorship, Bumiputera SME product allocation, local workforce, and zoning guidelines for
hypermarkets, superstores, departmental stores, specialty stores, franchise businesses, and convenience
stores. This would allow the continuation of efforts to develop Bumiputera and SMEs in this Sector. At
present, there are as many as 519,042 micro-sized establishments in wholesale and retail trade, food and
beverage services as well as transportation and storage.
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Negative impact of CPTPP on SMEs appear to be
largely limited

Export-oriented businesses will be able to access bigger markets, while domestic centric
businesses could potentially face competitive environment
The CPTPP will provide export-oriented Bumiputera businesses and SMEs with additional market access
opportunities, reduction of trade barriers, better IP protection, as well as ability to participate in the global
supply chain. Currently, there are more than 3,000 export-ready SMEs in Malaysia spanning across the
manufacturing and services sectors.
Bumiputera presence is strongest in domestic focused sectors, highly regulated industries, and areas with
strong national interests, e.g. construction, automotive as well as oil and gas. In these industries, the
companies are driven primarily by government contracts and vendor development programmes.
Concessions such as phased liberalisation of Government Procurement in construction and foreign equity
limits on manufacturing of lower engine capacity motor vehicles preserve a significant portion of the
domestic market for Bumiputera businesses.
In 2020, SMEs generated RM513 billion in GDP, while exports were RM118 billion. This illustrates that
SMEs are heavily reliant on the domestic market. Microenterprises in the Wholesale and Retail Trade
Sector, which constitute 32% of all SMEs in Malaysia in 2020, will not likely be too adversely affected by the
CPTPP as Malaysia has restrictions on foreign ownership of smaller distributive trade businesses.
For the manufacturing sector, although Malaysia liberalises goods of SMEs’ interests, the CPTPP ensures
the Government’s right to impose trade remedial measures in the event there is a necessity to mitigate the
impact of tariff liberalisation.
Breakdown of SMEs by size of enterprise (2020)

Medium:
18,593
(2%)

46% in Services
- Micro: 37%
- Small: 9%
- Medium: ~1%
Small:
237,231
(20%)

Total:
1,181,631
(100%)
Micro:
925,717
(78%)

40% in Wholesale
and Retail
- Micro: 32%
- Small: 7%
- Medium: 1%
14% in Others
- Micro: 9%
- Small: 4%
- Medium: ~1%

Source: DOSM
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Multinational companies play a pivotal role in facilitating the integration of SMEs in the global
supply chain
In essence, MNCs and large companies would benefit more from the CPTPP due to scale, wealth of
resources and knowledge, and international relations. A study by the Asian Development Bank (ADB) found
that large firm size positively correlated with the utilisation of FTAs.
SMEs are also realising the potential benefits from the preferential trade accorded through FTAs. However,
an OECD study found that few SMEs export directly to FTA countries. For those that do, exports represent
a lower share of trade turnover (relative to large companies) and are typically limited to neighbouring
countries. This is supported by a survey by Japan External Trade Organisation (JETRO) on Japanese
affiliated companies, which shows higher usage of FTAs by large corporations as compared to SMEs.
However, opportunities derived from the CPTPP could indirectly benefit SMEs that are integrated into
MNCs’ supply chain. MNCs therefore play a pivotal role in integrating SMEs in their global supply chain as
exports to CPTPP countries increase. MNCs could partner with SMEs, as suppliers to intermediate inputs
and subcontractors, to increase the domestic content in their exported goods. This in turn helps MNCs
comply with product origin criteria as well as facilitate SMEs to capture CPTPP opportunities.
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Adoption of 1998 ILO Declaration improves
Malaysia’s labour standards, resulting in
increased worker protection and better welfare

Malaysia is required to adopt and maintain ILO rights in its laws and regulations
As of 2021, there were 171 active FTAs in the Asia-Pacific region. Of these, 40 contain labour provisions
(i.e. standards related to labour), and most refer to the 1998 ILO Declaration. The CPTPP is Malaysia’s first
FTA with labour provisions.
Upon ratification and EIF of the CPTPP, Malaysia is required to adopt ILO Declaration on Fundamental
Principles and Rights at Work and its Follow-Up 1998 (1998 ILO Declaration). There are four fundamental
principles and rights as follows:
•
•
•
•

Freedom of association and the right to collective bargaining
Elimination of forced labour
Elimination of child labour
Elimination of discrimination of employment

The costs that could accrue to businesses will be those related to providing freedom of association and the
right to collective bargaining to their workers. Malaysia’s adherence to the other fundamental principles and
rights is not expected to result in additional costs for businesses.
In order to comply with the right to freedom of association, Malaysia would need to amend the Trade
Unions Act 1959. Malaysia’s current legislation under the Trade Unions Act 1959 allows for only one union
to be established within an organisation. However, the right to freedom of association under the ILO allows
for multiple unions to be formed under a single organisation.
Malaysia would also need to amend the Employment Act 1955 in order to comply with the ILO’s
requirement to eliminate forced labour and discrimination of employment.
In addition to the 1998 ILO Declaration, the Labour Chapter requires CPTPP countries to adopt and
maintain regulations on minimum wages, hours of work, as well as occupational safety and health.
Malaysia stands to benefit from adoption of ILO standards
Aligning labour practices with international standards will ultimately strengthen protection and rights for
workers, thus improving Malaysia’s labour treatment. This will reduce the risks of sanctions such as
banning of imports of Malaysian products due to use of forced labour. This was experienced in cases
involving Top Glove and Sime Darby Plantation due to allegations of forced labour. Top Glove and Sime
Darby Plantation Berhad, which are the world’s largest glove manufacturer and palm oil producer
respectively, faced reputational risks resulting from these allegations.
In addition, compliance with international labour standards may increase Malaysia’s attractiveness as a
foreign investment destination as investors are likely to consider sustainable practices such as positive
labour treatment favourably, in making their investment decisions.
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The labour provisions under CPTPP support labour reform efforts in Malaysia
The CPTPP labour provisions aim to improve the welfare of workers and enforce the rights of employees
working in Malaysia. This has steered Malaysia’s labour reform efforts towards a positive direction for
workers across sectors.
Calls for labour reforms are not emerging issues, as observed by workers involved in picket cases over the
years. Workers in Malaysia have reported working conditions involving forced labour, child labour,
discrimination and others. For example, forced labour practices include seizing of passports, restricted
movement, withheld wages and debt bondage with employers or recruitment agencies.
CPTPP obligations such as elimination of forced labour, child labour and discrimination of employment as
well as regulations for working conditions support Malaysia’s labour reform efforts, including increased
minimum wages and improved accommodation standards. The freedom of association obligation under
CPTPP will also allow both local and foreign workers to undertake collective bargaining under different
trade unions. This reflects a positive push towards the welfare and rights of workers in Malaysia.
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Adoption of freedom of association raises concerns
regarding possible work disruptions

Right to freedom of association may disrupt economic activities
The right to freedom of association may lead to increasing trade unions in Malaysia. In 2019, Malaysian
Employers Federation (MEF) reported that 54.2% or 3,212 of its member companies were non-unionised.
The ratio of unionised companies may likely increase upon ratification and EIF of the CPTPP for Malaysia.
As of July 2019, there were a total of 759 registered trade unions, an increase from 694 in 2012. The key
concern arising from this change is the increased risk of work disruption due to union-led industrial
disputes. Despite having zero official strikes reported to Department of Industrial Relations, Malaysia
between 2011 and 2019, picket cases could potentially evolve into strikes with the adoption of CPTPP.
In the past decade, 2013 and 2019 posted the highest number of workers in picket cases. In 2013, majority
of picket cases involved workers from the manufacturing as well as financial and insurance industries. In
2019, majority of workers involved in picket cases were from the manufacturing, professional, scientific and
technical activities as well as other services industries.
Total cases of pickets and workers involved across sectors in Malaysia (2011-2019)
Number of cases
Number of workers involved

Note:
Picket refers to a standing or marching in front of business premises or offices to air and disclose to the public, the employees’ grievances or other
forms of protest. On the other hand, strike is defined as stoppage or refusal to work by a group of workmen acting in concerted effort to restrict,
reduce, suspend or terminate any task related to their jobs.
The high number of picket cases in 2013 was attributed to National Union of Banking Employees (NUBE) pickets over bank “irregularities” and
Electrical Industries Workers Union (EIWU) picketing for better pay.
In 2019, the high number of cases was attributed to Electronics Industry Employees’ Union (EIEU) Western Region picket at Renesas against slow
collective bargaining process, and National Union of Journalists (NUJ) picketing against Utusan Melayu Bhd over failure to pay wages.
Source: Department of Industrial Relations Malaysia

The share of unionised employees or number of trade unions in CPTPP countries that have ratified the
Agreement remains stable, albeit slight increases in certain countries. The CPTPP also did not result in
increasing number of disputes. For example, the number of disputes in Australia (comprising strikes and
lockouts1) decreased from 163 in 2018 to 147 in 2019. The number of reported strikes in Vietnam also
decreased by half from 2018 to 2019, which recorded 121 strikes.
Note: Lockout refers to temporary work stoppage, initiated by employers as a means to resist employee demands during a labour dispute
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Relevant trade union indicators in ratified CPTPP countries (2018-2020)
Country

Indicator

2018

2019

2020

Australia

Share of unionised employees

14.6%

NA

14.3%

Canada

Share of unionised employees

25.9%

26.1%

27.2%

Japan

Share of unionised employees

17.0%

16.8%

NA

Mexico

Share of unionised employees

12.0%

12.3%

12.4%

New Zealand

Share of unionised employees

17.7%

NA

NA

Peru

Share of unionised employees

9.5%

NA

NA

Singapore

Number of employees' trade unions

63

63

62

Vietnam

Number of national industrial unions

NA

NA

18

Note: NA refers to not available
Source: Australian Bureau of Statistics, OECD, Danish Trade Union Development Agency (Peru Labour Market Profile 2020), Ministry of Manpower
(Singapore), Vietnam General Confederation of Labour

Malaysia is able to adopt additional domestic regulations to manage risks of work disruptions
Malaysia will still have the flexibility to adopt additional domestic regulations or guidelines to manage risks
that may result in disruptive labour disputes. This can be in the form of prerequisites prior to a legal strike,
including provisions that require adequate notice, grant anonymity protection for ballots cast (either in
favour or against the strike) and set quorum requirement (minimum number of workers in favour of the
strike).
Measures such as advanced notice will enable the Government and companies to manage operational
activities and minimise risks of disruptions arising from any form of labour disputes, including pickets and
strikes.
Malaysia has included measures to mitigate risk of work disruption from strikes in the Industrial Relations
Act 1967. Section 43 of the Act places restrictions on strikes and lockouts in essential services, whereby no
workman in any essential service shall go on strike:
a. Without giving to the employer notice of strike, within 42 days before striking;
b. Within 21 days of giving such notice; or
c. Before the expiry of the date of strike specified in any such notice aforesaid.
Essential services include banking, electricity and postal services; port, dock, harbour and airport services;
as well as production, refining, storage, supply and distribution of fuel and lubricants.
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Singapore
In accordance with Part III of the Criminal Law (Temporary Provisions) Act (Chapter 67), it is illegal for employees
employed in water, gas and electricity services to go on strike. Employees in other essential services may go on
strike if the notice of intention to strike is given to the employer 14 days before striking. The requisite notice shall be
delivered to the employer and signed by at least 7 employees or 7 representatives of the trade union.
Any person guilty of an offence shall be liable to a fine not exceeding SGD2,000 or imprisonment for a term not
exceeding 12 months. This is applicable to:
• Any employees who participate in an illegal strike (Section 9)
• Any person who instigates or incites others to withhold their services knowing that the action will endanger
human life or cause destruction to valuable property (Section 10)
• Any person who knowingly provides financial aid to illegal strikes
Section 12 of the above Act protects a person who refuses to partake in an illegal strike from expulsion from any
trade union, and any penalty, punishment, or deprivation of right or benefit in accordance to the rules of any trade
union.
Source: Singapore Government Agency (SGA)

Canada
Canada has 230 labour laws that restrict, suspend, or deny collective bargaining rights for workers, of which 34 are
under federal jurisdiction. There are also provincial legislations that deny certain categories of workers the right to
join a union, such as laws that apply to farming businesses in Quebec with less than 3 full-time employees.
Employees may engage in a strike under Part I of the Canada Labour Code, provided that it is in accordance with
the provisions of the Code. A strike may only be initiated after the provisions have been tried, which includes the
appointment of conciliation officers and special mediators from the Federal Mediation and Conciliation Service to
resolve disputes. A strike is unlawful if there is no union, or when the requirements of the Code have not been met,
or when the dispute settlement mechanisms in the Code have not been exhausted.
Source: The Canadian Foundation for Labour Rights

Vietnam
Under the Labor Code, employees are entitled to strike if an initial mediation is unsuccessful, or an arbitral tribunal
is not established or failed to be implemented. In order to carry out a strike, employees are required to conduct a
survey, and obtain agreement from at least 50% of surveyed employees, to do so. A notice of at least 5 business
days prior to the strike must be given to employers.
According to the Code, strikes are prohibited in workplaces where it may threaten national security, national
defence, public health or public order. Strikes may also be postponed or cancelled by the provincial authorities if
deemed as causing serious damage to the national security, economy or defence; or public order, health or
interest.
Source: Viet An Law
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Malaysia has undertaken labour law reforms which are
beneficial in achieving higher labour standards

Malaysia has made amendments to labour laws that will align labour practices with ILO standards. Recent
key changes include:
Amendments to Industrial Relations Act 1967 which came into force on 1 January 2021. The Act was
amended to enhance the protection of employees’ rights and expedite dispute resolution processes,
which includes the provision of automatically referring unsettled cases to the Industrial Court; and the
ability to appeal on an Industrial Court’s award to the High Court
• Amendments to Employees’ Minimum Standards of Housing, Accommodations and Amenities Act 1990
(Act 446) which took effect in June 2020. The Act was amended to include enhanced safety and health
standards for employees’ accommodations, as well as the compulsory obtainment of a Certificate for
Accommodation for centralised accommodations
• The Minimum Wages Order 2020 that amended the minimum wage to RM1,200 monthly which was
gazetted in 2020. The gazette encompasses 56 City and Municipal Councils. In addition, the minimum
wage for employees working in areas other than these Councils was amended to RM1,100 monthly
•

In addition, the Ministry of Human Resources (MOHR) has introduced an e-Wages system in April 2021,
which enables the Government to monitor and ensure monthly wage payments are made by employers to
employees before the seventh of each month.
In 2020, Malaysia rated 4 in the International Trade Union Confederation (ITUC) Global Rights Index 2020,
a slight improvement from its earlier rating of 5 in 2015. ITUC describes rating 4 as countries with reported
systemic violations - where the Government or companies are engaged in serious efforts to crush the
collective voice of workers putting fundamental rights under threat.
While the labour law reforms undertaken in 2020 have improved Malaysia’s labour standards, the CPTPP is
expected to further enhance these, in line with international standards and best practices.
Comparison of labour rights between CPTPP countries, Global Rights Index 2020
Rating

Rating description

CPTPP countries

1

Sporadic violations of rights

-

2

Repeated violations of rights

Canada, Japan, New Zealand, Singapore,

3

Regular violations of rights

Australia

4

Systematic violations of rights

Malaysia, Mexico, Vietnam, Chile, Peru

5

No guarantee of rights

-

Note: Brunei Darussalam is not rated by the index
Source: ITUC Global Rights Index 2020
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Malaysia’s labour law reforms have been expedited by the COVID-19 pandemic which has severely
disrupted labour market conditions
Since the onset of the pandemic, unemployment rate in Malaysia has risen to 4.3% in November 2021,
from 3.3% in 2019. The labour market experienced increased retrenchments, voluntary separation
schemes, temporary lay-offs and salary reduction. Furthermore, business operations were impacted by
work-from-home arrangements due to movement control orders and travel restrictions.
Labour issues exposed during the pandemic highlighted the need for further improvements to Malaysia’s
labour market conditions. The amendments to Employees’ Minimum Standards of Housing,
Accommodations and Amenities Act 1990, which took effect in June 2020, were not only a timely response
to labour-related issues exacerbated by the pandemic, but also a positive step in aligning Malaysia’s labour
laws to international standards.
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Further reforms in labour regulations and better
enforcement are required to meet international
standards, which can be facilitated through cooperation
among the CPTPP countries
In 2020, there were 62 cases of forced labour reported in Malaysia. Furthermore, allegations of forced
labour could lead to tighter scrutiny towards Malaysian external trade, as seen by the prohibition of imports
of rubber gloves by the U.S. Customs in 2020. The Government, through the National Trade Blueprint
2021-2025, has outlined action plans to address forced labour issues and promote social sustainability.
Malaysia is also able to leverage on CPTPP’s commitment for cooperation in enhancing labour standards.
Based on Article 19.10 Cooperation, CPTPP countries are encouraged to consult relevant stakeholders,
including workers and employer representatives, to undertake cooperative activities on labour matters.
These activities include workshops, seminars, knowledge sharing initiatives, as well as exchange of
technical expertise and assistance.
As such, Malaysia can request for cooperative activities with a specific or multiple CPTPP countries to
address labour matters of interest including forced labour issues, innovative workplace practices, labour
laws and practices, as well as collection and use of labour statistics.
Case example: Vietnam revises its Labor Code and implements measures to curb forced labour

Vietnam
The Government of Vietnam engaged representatives of businesses, worker organisations, the ILO and US
Department of Labor to reform its labour laws as well as improve workers’ rights and welfare. Under the revised
Labor Code, there has been stronger emphasis on the prohibition of forced labour. An improvement to employees’
rights against forced labour can be seen through an amended provision whereby employees shall have the right to
unilaterally terminate the employment contract without prior notice if they are forced to work against their will.
On 8 June 2020, Vietnam ratified the Abolition of Forced Labour Convention, 1957 (No. 105) which is a
fundamental ILO convention. This signals the country’s commitment in eradicating forced labour. In addition, the
Government also implemented an anti-human trafficking programme (2016-2020) to curb trafficking activities which
may also lead to forced labour.
Source: Viet An Law
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The Environment Chapter aligns Malaysia to
international standards and provides opportunities to
enhance capacity in key environmental issues

The Environment Chapter commits Malaysia to pursuing high levels of environmental protection
The Environment Chapter aims to:
• Promote mutually supportive trade and environmental policies
• Promote high levels of environmental protection and effective enforcement of environmental laws
• Enhance the capacities of the CPTPP countries to address trade-related environmental issues, including

through cooperation
Key obligations under the Chapter include the following:
•
•
•
•
•
•

Combat illegal trade in wild fauna and flora
Conservation and sustainable management of fisheries
Conservation of species at risk
Conservation of biological diversity
Protection of the ozone layer and the marine environment from ship pollution
Cooperation to address climate change and combat invasive alien species

Malaysia could intensify environmental agenda to align with international standards
Sustainability considerations in investment decision-making have become increasingly important in recent
years. PwC’s 2021 Global Investor Survey, for example, found that nearly 80% of investors considered
environmental, social and corporate governance (ESG) as an important factor in their investment
decision-making. As such, strengthening of environmental standards will improve Malaysia’s attractiveness
as an investment destination.
In addition, the Chapter could further support Malaysia’s National Investment Aspirations, which include the
aim of strengthening ESG initiatives. Enhanced ESG practices are expected to improve Malaysia’s
attractiveness as a destination for high quality, sustainable and technologically advanced investments. This
would benefit companies which seek socially responsible investments and green funding to support
environmentally friendly businesses such as renewable energy.
In order to meet ambitious climate targets, developed countries are also undertaking measures which set
new requirements for imports. The European Commission, for example, has adopted a proposal for a new
Carbon Border Adjustment Mechanism (CBAM) which will require importers to report the embedded
emissions in certain carbon-intensive products (e.g. aluminum, cement, iron and steel, electricity and
fertiliser) and buy certificates to account for these emissions. The mechanism will take effect in phases,
beginning 1 January 2023.
In view of such developments, there is a need for Malaysia, which currently ranks number 68 out of a total
of 180 countries in the 2020 Environmental Protection Index (EPI), to enhance its capacity to address key
environmental issues. Through the CPTPP, Malaysia has an opportunity to leverage the Environment
Chapter to align with international standards and enhance its capabilities related to pollution emissions and
ecosystem services1, in which the country currently performs relatively poorly, ranking at number 134 and
171 respectively.
Note: 1Ecosystem services refer to the availability of natural ecosystems such as carbon sequestration or storage
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Malaysia’s performance in EPI 2020

Rank

Source: EPI 2020 (Total countries: 180)

Article 20.12 of the Chapter calls for cooperation to address matters of joint or common interest among the
CPTPP countries related to the implementation of this Chapter. Based on Article 20.15, areas of
cooperation can include but are not limited to energy efficiency, development of cost-effective and low
emissions technologies, development of alternative, clean and renewable energy sources, emissions
monitoring and low emissions as well as resilient development among others.
The Environment Chapter thus provides Malaysia with an opportunity to enhance its capacity to address
key environmental issues via cooperation with leading countries such as Japan (EPI rank: 12) and Australia
(EPI rank: 13), particularly in areas such as pollution emissions and ecosystem services.
Enhanced environmental standards are also important to mitigate the occurrence, and implication of,
extreme weather events such as the floods affecting several states in Malaysia (in December 2021) and Ho
Chi Minh City, Vietnam (October to November 2021). The impact of such events are severe as it disrupts
economic activities, trade and most importantly the wellbeing of citizens. As such, Malaysia could benefit
from increasing its environment protection as it may minimise adverse effects of weather events and ensure
livelihoods and welfare of households are protected.
2020 EPI ranking for CPTPP countries
Country

Rank

Country

Rank

Japan

12

Brunei Darussalam

46

Australia

13

Mexico

51

New Zealand

19

Malaysia

68

Canada

20

Peru

90

Singapore

39

Vietnam

141

Chile

44

Source: EPI 2020
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Impacts on the Government, Businesses and Households

This section explains the implications of the CPTPP on three groups, namely the Malaysian Government,
businesses and households. A comprehensive assessment on implications of key CPTPP chapters was
undertaken, which included ISDS, Intellectual Property, Government Procurement, SOEs, Electronic
Commerce, SME, Labour and Environment. The assessment indicates that the benefits outweigh the costs
for the three groups.
ISDS
The Government continues to preserve its policy space to regulate in areas of public interest including
health, environment, security, and economic development. The transparency and consistency of
regulations required by the Investment Chapter and maintained through the ISDS mechanism enhances
the quality of investment policy-making in Malaysia.
Potentially, FDI into Malaysia will likely increase as foreign investors from CPTPP countries are more
assured of the regulatory certainty and transparency offered by the Investment Chapter. Malaysian
investors in CPTPP countries may also increase their direct investment abroad from a more transparent
and predictable business environment fostered by ISDS.
Domestic businesses in economic sectors where Malaysia has secured exceptions such as oil and gas,
automotive and distributive trade will see continuation of preferential treatment and protection from
liberalisation. For example, domestic businesses in the wholesale and retail of motor vehicles do not face
foreign competition as foreigners are not allowed to undertake this business activity.
Malaysian households may indirectly benefit from more job and economic opportunities created from
increased FDI from CPTPP investors.
There is a remote possibility that the Government may face ISDS claims from CPTPP investors.
ISDS impacts on the Government, businesses and households
Stakeholder

Benefits

Costs

Government

• Retains the right to regulate in areas of public
• Costs associated with potential ISDS
interest (page 227)
claims (page 233)
• Protected against unwarranted ISDS claims (page
229)
• Creates and fosters a more predictable and
conducive environment to increase FDI into
Malaysia (page 231)

Businesses

• Certain economic activities are protected from
liberalisation through NCMs secured by Malaysia
(page 227-228)
• Greater protection and treatment for Malaysian
investments in CPTPP countries (page 234)

Households

• Potentially more job and economic opportunities
through increased FDI (page 231)
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-

-

Intellectual Property
Malaysia’s public healthcare system will continue to be safeguarded through the right to grant compulsory
licenses that enable timely and affordable access to generic medicines. Additionally, the Government can
continue its current practice of tendering or entering into direct negotiations to procure pharmaceuticals for
public healthcare.
The Government is required to implement a patent linkage notification system to notify patent holders on
marketing of similar products. However, the Government is only obliged to notify the patent holders without
having to seek their consent on marketing of products that are similar to patented ones.
In addition, Malaysia’s required accession into the UPOV 1991 is not expected to have adverse effects on
the Agriculture Sector as the Department of Agriculture Malaysia maintains the right to determine whether
or not a potential applicant qualifies for breeders’ rights.
The enhanced IP protection increases Malaysia’s attractiveness as an investment destination for foreign
businesses and encourages innovation among local innovators. Households are expected to benefit from
knowledge transfer and potential job creation in high value added sectors such as biotechnology.
Intellectual property impacts on the Government, businesses and households
Stakeholder

Benefits

Costs

Government

• Malaysia’s right to use compulsory licensing is
• Implement patent linkage notification
guaranteed (page 237)
system (page 239)
• Patent terms will not be extended (page 238)
• The Government can continue to negotiate best
prices for medicines (page 240)
• Increase Malaysia’s attractiveness as an
investment destination (page 243)

Businesses

• Enhanced protection against misuse of patents
through a notification system (page 239)
• Encourage local R&D and innovation (page
243)

-

Households

• Alleviate concerns regarding possible high
prices of drugs (page 238)
• Potential job creation and knowledge transfer
(page 243)

-
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Government Procurement
The Government is required to implement a fair and open tender process for all local and foreign suppliers,
with regards to procurement with value above the thresholds set. It is important to note that State
Governments are not covered under the Government Procurement provisions of the CPTPP.
G1 to G6 category contractors are protected from the partial liberalisation of Government Procurement,
while G7 category contractors face higher competition for high value contracts.
Malaysia is able to accord certain preferences to Bumiputera companies in Government Procurement.
Malaysia is also granted transitional measures to gradually adjust to Government Procurement Chapter
obligations. As such, local companies will continue to benefit from Government Procurement opportunities
in Malaysia. In addition, local companies are also accorded non-discriminatory treatment and provided with
the opportunity to participate in Government Procurement of CPTPP countries.
The Chapter obligations will also lead to more predictable procurement processes as well as value for
money for goods and services procured by the Government.
However, the Government is expected to incur one-off costs to implement necessary modifications to
current IT procurement systems to comply with the Chapter obligations.
Government Procurement impacts on the Government, businesses and households
Stakeholder

Benefits

Costs

Government

• Procurement by State Governments are
excluded (page 244)
• Bumiputera policy will be maintained (page
246)
• Higher efficiencies and transparency in
procurement systems (page 255)
• More choices and value for money for
Government tenders (page 255)

• Modifications to current IT procurement
systems (page 255)

Businesses

• Bumiputera companies benefit from preferential • Increased competition for G7 category
treatment (page 246)
contractors (page 251)
• SMEs are largely protected due to high
thresholds for construction services (page 246)
• Local suppliers continue to benefit from
Government Procurement and enjoy better
access to procurement markets in CPTPP
countries (page 251)
• Clear and predictable procurement rules and
processes (page 255)

Households

• Enjoy better goods and services procured by
the Government (page 255)
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State-owned Enterprises
SOEs can continue to support the Government’s socio-economic agenda. Up to 40% of an SOE’s annual
budget for purchases are allowed to be allocated for Bumiputera and local vendors. In addition, all State
Government SOEs are exempted from most obligations of the SOE chapter under the CPTPP.
NCA is allowed to PETRONAS for Government-mandated projects with socio-economic development
objectives as well as to Bumiputera enterprises, pursuant to measures implementing Bumiputera
Affirmative Action. PETRONAS and FGV are also allowed to accord additional preferences such as sale of
natural gas below market rates to TNB, and preferential treatment for participants in FELDA development
schemes.
In addition, upon request by other CPTPP countries, the Government is required to disclose details of
NCAs given to SOEs. However, this obligation does not apply to PNB, LTH and their subsidiaries.
Bumiputera and local businesses will have to reduce reliance on non-competitive measures and increase
their competitiveness. A level playing field coupled with transparent governance of SOEs will likely lead to
improved investor confidence, which could increase FDI into Malaysia.
SOE impacts on the Government, businesses and households
Stakeholder

Benefits

Costs

Government

• Continue to leverage SOEs to support
socio-economic agenda (page 258)
• NCA is allowed to PETRONAS for
Government-mandated projects with
socio-economic development objectives (page
258)
• NCA is also allowed to Bumiputera enterprises,
pursuant to measures implementing
Bumiputera Affirmative Action (page 259)
• Potential increase in FDI due to enhanced
investor confidence (page 260)

• SOEs annual budget for purchases that
are allocated for Bumiputera and local
vendors are capped at 40% (page 258)
• Upon request by other CPTPP countries,
the Government will have to disclose
details of NCAs given to SOEs (page
257)

Businesses

• Bumiputera enterprises benefit from provision
of preferential treatment in SOE procurement,
and provision of NCA (page 259)
• Chapter obligations urge companies to
increase competitiveness (page 260)

• Inability to rely on non-competitive
measures (page 260)

Households

• Benefit from continuity of socio-economic
agenda which include business and income
growth (page 259)
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Electronic Commerce
The Government is allowed to demand access to software source codes if these are used in critical
infrastructure of the country. In addition, the Government is allowed to request for data localisation in
pursuit of legitimate public policy objectives.
Businesses can benefit from a more conducive e-commerce environment across CPTPP countries. CPTPP
does not allow imposition of customs duties on electronic transmissions, arbitrary data localisation
requirements and transfer of source code in most circumstances.
Malaysian households may expect a safer and more secure environment when they buy or sell online
among the CPTPP countries. They may also benefit from improved measures that safeguard personal
information and protect against spam as well as deceptive commercial activities.
E-commerce impacts on the Government, businesses and households
Stakeholder

Benefits

Costs

Government

• The Government can access software source
code for Critical National Information
Infrastructure (page 263)
• Data localisation may occur to achieve a
legitimate public policy objective (page 264)

-

Businesses

• Reduction in barriers to e-commerce (page
261)

-

Households

• Greater consumer protection (page 262)

-
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Small and medium enterprises
The CPTPP presents growth and development opportunities for local SMEs, through greater market access
opportunities and reduction in trade barriers. These would enable SMEs to boost exports to CPTPP
countries and source for cheaper raw materials. The CPTPP is also expected to facilitate the development
of SMEs through capacity building programmes, technical assistance and exchange of knowledge. The
growth of SMEs would lead to increased employment opportunities and income generation.
In addition, the Government can maintain development policies and assistance for Bumiputera and SMEs
through concessions granted in many of the CPTPP chapters. Some of these concessions include
maintaining policies on national requirements as well as foreign equity limits for certain sectors and
industries. SMEs may also be given preferential treatment for SOE procurement subject to a certain limit
and may leverage on Government Procurement projects that are below the thresholds set.
However, SMEs would need to increase their competitiveness in order to capture the benefits of CPTPP.
SMEs could also partner with MNCs to integrate into the global supply chain among the CPTPP countries.
SME impacts on the Government and businesses
Stakeholder

Benefits

Costs

Government

• Cooperate with other CPTPP countries to
facilitate and conduct trainings for SMEs (page
266)
• Maintain development policies and assistance
for Bumiputera and SMEs (page 270)

Businesses

• Greater Government Procurement market
access opportunities (page 251)
• Greater market access opportunities and
elimination of tariffs (page 266)
• Capacity building programmes provided by
CPTPP countries (page 266)
• Preferential treatment for SOE procurement up
to a certain limit (page 270)
• Integration into global supply chain through
partnership with MNCs (page 274)

Households

• Growth of SMEs will lead to increased
employment and income (page 266)

-

• Increased competition from foreign
companies entering the domestic market
(page 273)
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Labour
Malaysia is required to adopt the fundamental principles and rights under the 1998 ILO Declaration upon
ratification of the CPTPP. This necessitates changes to domestic laws and regulations with regards to trade
unions and elimination of forced labour and discrimination of employment.
Aligning labour practices with the ILO requirements will improve Malaysia’s labour standards as well as
increase worker protection and welfare. In addition, improved labour standards will reduce risks of
sanctions and forced labour allegations, thus enhancing Malaysia’s reputation for labour treatment.
From a business perspective, the potential cost from allowing more flexibility in trade unions is increased
work disruption due to labour disputes. Nevertheless, the Government is able to adopt domestic regulations
to mitigate such disruption.
Although the Government has undertaken labour reforms, further improvements are required and these can
be facilitated through cooperation among the CPTPP countries.
Labour impacts on the Government, businesses and households
Stakeholder

Benefits

Costs

Government

• Enhance labour treatment and standards (page
275)
• Facilitate cooperation on labour matters among
the CPTPP countries (page 282)

• Changes to domestic laws and
regulations (page 275)

Businesses

• Reduce risks of sanctions and labour
mistreatment allegations (page 275)

• Potential increase in work disruption due
to labour disputes (page 277)

Households

• Strengthen worker protection and rights (page
275)
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Environment
Malaysia is required to pursue high levels of environmental protection such as conservation of fisheries and
biological diversity. These commitments are in line with the NIA, strengthen ESG initiatives and increase
Malaysia’s attractiveness as an investment destination. Companies may be better able to secure socially
responsible and green funding to support environmentally friendly business activities.
In addition, Malaysia has an opportunity to leverage the Environment Chapter to align with international
standards and enhance its capabilities in addressing environmental issues. The Government will be able to
initiate cooperation with other CPTPP countries to enhance environmental measures.
Improving environmental standards may also mitigate the impact of extreme weather events which affect
economic activities, trade and wellbeing of citizens. Therefore, through better management of these
disruptive events, the livelihoods and welfare of households will be better protected against adverse
impacts.
The following table highlights potential costs and benefits of the Environment Chapter to the Government,
businesses and households:
Environment impacts on the Government, businesses and households
Stakeholder

Benefits

Costs

Government

• Strengthen ESG initiatives and attract more
investments (page 283)
• Align Malaysia to international environmental
standards and enhance capabilities to address
environmental issues (page 283)
• Enable cooperation with CPTPP countries on
environmental measures (page 284)
• Mitigate impacts of extreme weather events
(page 284)

-

Businesses

• Able to secure socially responsible investments
and green funding (page 283)

-

Households

• Minimise adverse impacts of disruptive weather
events (page 284)

-
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CPTPP preserves Malaysia’s ability to maintain post
COVID-19 pandemic recovery plans and existing
agreements

CPTPP supports Malaysia’s development plans and is not expected to adversely impact Malaysia’s
existing policies for post COVID-19 recovery
RMK-12 has been formulated as a development roadmap to achieve ‘A Prosperous, Inclusive, Sustainable
Malaysia’ in line with the Shared Prosperity Vision 2030 (SPV 2030). RMK-12 includes policy responses to
address the impacts of the COVID-19 pandemic and measures to support economic recovery.
Under RMK-12, the Government intends to restore growth momentum in economic sectors, whereby
expanding export markets is a key priority. As such, Malaysia’s ratification of the CPTPP will facilitate
RMK-12 targets through:
• Better market access from elimination of tariffs and reduction of non-tariff barriers
• Enhanced integration of local companies in global supply chains
• Increased investments in economic sectors on the back of better regulations and market access

opportunities
In addition, the Government is able to maintain measures that are consistent with RMK-12 such as
enhancing incentives and financial assistance to stakeholders, particularly farmers, entrepreneurs and
MSMEs, as well as developing technology, capability and capacity building initiatives.
The Government is able to uphold existing terms of agreements in line with safeguards and
carve-outs received
Besides post COVID-19 pandemic measures, existing terms of agreements such as investment and trade
contracts and projects can be maintained through safeguards and carve-outs as follows:
Area

Safeguards

Commitment between private
parties

• Private parties can adopt or maintain the enforcement of any commitment and
performance requirements in their agreements if such is not imposed by the
Government
(Article 9.10.6)

Differential treatment to
countries with existing
international agreements

• Malaysia reserves the right to adopt and maintain measures under existing
bilateral and multilateral international agreements
• Malaysia reserves the right to adopt or maintain measures under existing and
future ASEAN agreements
• Malaysia reserves the right to adopt or maintain measures under existing and
future international agreements involving (a) aviation matters; (b) maritime and
port; (c) broadcasting; (d) space transportation; and (e) fisheries
(Annex II – Malaysia – 7)
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Area
Shareholding cap and
preferential treatment
accorded to certain sectors

Safeguards
• Malaysia reserves the right to maintain terms of projects and contracts which are in
line with safeguards and carve-outs received, such as foreign shareholding cap,
preferences to Bumiputera and SME vendors, as well as adherence to industry
regulations
(Annex I, II, IV - Malaysia)

As such, CPTPP provisions are not expected to affect Malaysia’s existing terms of projects and contracts
which involve foreign companies. Such concern is also limited as Malaysia has signed more than 70 IIAs
and FTAs since 1960, out of which only 3 ISDS cases have been brought against Malaysia. This shows
that exposure to investor disputes has been minimised when implementing contracts and agreements
involving Malaysia, thus further reducing potential adverse impacts on existing contracts should the CPTPP
be ratified.
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7

Conclusions and
Recommendations

The CPTPP provides new and additional market access
opportunities and improves Malaysia’s competitiveness
and attractiveness as an investment destination

The CPTPP opens up new market access to Canada, Mexico and Peru for Malaysia’s exports
Tariff elimination and reduction of non-tariff barriers are expected to increase competitiveness of Malaysia’s
exports to Canada, Mexico and Peru for products in five sectors, namely E&E, Palm Oil, Chemicals, Optical
and Scientific Equipment, as well as Plastics. Breakdown of Malaysia’s potential exports to these countries
upon ratification of the CPTPP are as follows:
CPTPP Country

Canada

Potential Sectors1
• E&E
• Palm Oil

• Medical Devices

• Textiles

• Plastics

• Optical and Scientific Equipment

• Machinery and Equipment
• Chemicals
• Optical and Scientific Equipment

• E&E
• Palm Oil
Mexico

• Plastics

• Chemicals
• Oil and Gas
• Metal, and Iron and Steel

Peru

• E&E
• Palm Oil

• Medical Devices

• Machinery and Equipment

• Plastics

• Chemicals

• Automotive Parts and Components

• Optical and Scientific Equipment

• Oil and Gas
Note: 1The potential sectors are based on Malaysia’s RCA index with Canada, Mexico and Peru

The CPTPP improves competitiveness and attractiveness of Malaysia as an investment destination
Besides reduction of trade barriers, the CPTPP provides opportunities for investment through a more
competitive and attractive investment ecosystem:
ISDS mechanism would accord investments to and from Malaysia with stronger protection. The
improved investment climate brought by the ISDS mechanism will likely result in increased FDI and
direct investment abroad
• The SOE Chapter promotes fair competition, maintains a level playing field and encourages
non-discriminatory treatment in the commercial activities of SOEs
• The CPTPP brings stronger protection and enforcement of intellectual property rights, which contribute
to the promotion of technological innovation, as well as transfer and dissemination of technology
• The Labour Chapter supports labour reform efforts in Malaysia, aiming to improve workers’ welfare and
enforce employees’ rights to meet international standards
•

Cost-Benefit Analysis on the Potential Impacts of the CPTPP on the Malaysian Economy and Key Economic Sectors
296

CPTPP provides extensive safeguards and added
advantages to protect domestic interests

Overall costs of the CPTPP have been reduced with the suspensions of several provisions in the
TPPA
Based on the thematic analysis, Malaysia’s policy space is preserved in the CPTPP. The relevant
safeguards and implications of the suspended provisions to Malaysia are outlined below:
Suspended
Provisions

Implications of the Suspended Provisions
to Malaysia

Chapter

Safeguards

Investment

• Government is able to
Six provisions on:
• Foreign investors from CPTPP countries
formulate public welfare
- Investment
can only submit ISDS claims for violation
policies and mitigate risk of
contracts with the
of obligations in the Investment Chapter,
frivolous claims
government
and can no longer submit claims for
• Malaysia’s sovereignty is
- Investment
violation of investment authorisation or
preserved as it has the right to
authorisation
private investment contracts with the
regulate in the areas of public
Government of Malaysia
health, environment and
security

IP

• Malaysia maintains the right to
grant compulsory licenses to
safeguard timely and
affordable access to generic
medicines, in accordance with
the Declaration on TRIPS
Agreement and Public Health
• Malaysia maintains the right to
negotiate the prices of
medicines for procurement in
the public healthcare system

12 provisions on:
- Patent terms
- Data protection
for biologics
- Copyright

• Patent terms will not be extended in the
event of delays in patent issuance, thus
alleviating concerns regarding possible
high prices of drugs and restricted access
to generic medicines
• Malaysia maintains its existing copyright
protection period at 50 years, instead of
having to increase it by another 20 years

SOE

• Malaysia’s SOEs are allowed
to accord preferential
treatment in its purchase of
goods and services to
Bumiputera, SMEs as well as
Sabah and Sarawak
enterprises
• Special exemptions are
accorded to key SOEs with
strategic functions

PETRONAS is to
commence
commitments
regarding upstream
activities from date
of EIF of the
CPTPP, rather than
from the date of
signature

• PETRONAS is able to accord
preferences to local companies in its
purchase of goods and services in
Malaysia, for upstream activities. The
threshold set for the preference in
upstream activities is up to 70% of
PETRONAS’ annual budget for
purchases upon ratification and EIF of the
CPTPP, with a gradual decline to 40% by
the sixth year

Government
Procurement

• Malaysia secures high
Two provisions on:
thresholds for procurement
- Labour rights in
and exemptions
conditions for
• Malaysia maintains the right to
participation
accord additional flexibilities
- Commencement
for Bumiputera contractors,
of negotiations
suppliers and manufacturers

• Local suppliers will have more time to
leverage on procurement advantages,
and increase preparations to compete
with foreign companies, since the review
of the CPTPP will only take place five
years after EIF

Note: This table only includes suspended provisions relevant to the thematic areas analysed. The full list of suspensions can be viewed in the
Appendix
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Non-participation in the CPTPP is expected to result in
opportunity cost for Malaysia, as extensive flexibilities
and safeguards secured may be foregone

There is potential opportunity cost for the Malaysian economy if Malaysia does not proceed with
ratifying and implementing the CPTPP
Overall net implications of Malaysia not ratifying the CPTPP is likely to be negative for the Malaysian
economy, due to a decline in GDP and FDI into Malaysia. Non-participation in the CPTPP would limit the
market access opportunities for Malaysian companies in the CPTPP countries, particularly due to NTMs.
Key export-oriented sectors such as E&E and Textiles will likely suffer potential loss of competitiveness to
other CPTPP countries e.g. Vietnam.
Extensive flexibilities and safeguards secured would be foregone and future participation in the
CPTPP would likely be more costly
In the event of non-ratification, the extensive flexibilities and safeguards that had been negotiated by
Malaysia may be foregone. Malaysia may not have another opportunity to secure such carve-outs that
protect the country’s domestic interests in the future. Therefore, should Malaysia forgo the opportunity to
ratify the CPTPP now and reconsider acceding into it in the future, the cost could potentially be higher.
For example, by having catch-up approach for trade in goods, Malaysia will have to assume higher
thresholds of tariff elimination upon EIF and implement the commitments just like other CPTPP countries
which implemented the Agreement in 2018.
Given the ongoing negotiations with the UK and eventual accession by China, Chinese Taipei and Ecuador,
Malaysia must undertake and complete the necessary domestic processes to ratify the CPTPP, to be able
to participate effectively in the accession negotiations. Malaysia will not be able to participate meaningfully
in the accession talks with these countries due to Malaysia’s Signatory status, if Malaysia does not ratify the
CPTPP.
At the same time, countries such as Singapore and Vietnam that have already implemented the CPTPP will
be able to negotiate terms and market access conditions that are advantageous to them.
Note: Opportunity cost = Cost incurred + Benefits foregone (to be derived from CGE modelling)
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Recommendations to benefit from CPTPP opportunities
and mitigate costs

Measures need to be taken to ensure CPTPP opportunities are harnessed, and key challenges are
addressed
While the CPTPP is projected to generate net economic gains for the Malaysian economy, the Government
and businesses need to collaborate closely in undertaking measures to maximise the potential benefits and
mitigate the costs from the CPTPP. There is a need for the Government to further strengthen the
competitiveness of domestic industries to harness the full benefits from the CPTPP.
Mitigating measures should be undertaken immediately to address the key challenges faced by the
businesses in relation to the CPTPP. These key challenges are:
• Understanding the relevant requirements of CPTPP
• Taking advantage of opportunities offered by CPTPP
• Identifying steps to comply with trade requirements such as Rules of Origin, and mitigating compliance
costs
• Possibly facing greater competition from imports and foreign entrants into the market
Initiatives need to focus on strategies which enhance policy implementation and regulation,
sectoral capabilities and promotion of exports
There are three strategies that can be implemented by the Government to address the key challenges that
have been identified. These strategies are:
1. Strengthening Government policy implementation and regulation
2. Development of sectoral capabilities
3. Enhancing export promotion
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The recommendations to address key challenges faced by businesses under the CPTPP are summarised
as follows:

STRATEGY

KEY CHALLENGES

Strategy
1:
Strengthening
implementation and regulation

Government

policy

• Understanding
requirements of
CPTPP

• Initiative 1: Stakeholder consultation to identify necessary
programmes to assist businesses and improve regulations
• Initiative 2: Enhance support programmes to facilitate
businesses
• Initiative 3: Enhance trade facilitation measures
• Initiative 4: Reassess the role of SOEs in nation-building
agenda
• Initiative 5: Engage and collaborate with other CPTPP
countries to ensure effective policy implementation

• Taking advantage
of opportunities
offered by CPTPP

Strategy 2: Development of sectoral capabilities

• Identifying
measures for
compliance and
cost mitigation
• Greater
competition from
imports and
foreign entrants

• Initiative 1: Capability building programmes to develop
robust sectoral ecosystems and increase competitiveness
• Initiative 2: Periodic review and assessment of capability
building programmes

Strategy 3: Enhancing export promotion
• Initiative 1: Capacity building programmes to encourage
export readiness
• Initiative 2: Sectoral consultation and knowledge sharing
sessions on CPTPP benefits and requirements
• Initiative 3: Enhance the one-stop resource portal on trade
information
• Initiative 4: Introduce flagship programme to promote
exports to CPTPP countries
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Strategy 1:
Strengthening Government policy implementation and
regulation

Objective:
• Ensure the required policies and regulations are implemented to address sectoral challenges, build
competitiveness and facilitate trade among local players
• Ensure necessary policies and regulations are adopted to monitor compliance with CPTPP
obligations

Initiative 1: Stakeholder consultation to identify necessary programmes to assist businesses and
improve regulations
Government agencies should continue to collaborate and undertake regular consultation with industry
stakeholders. This is to obtain industry feedback to streamline new and/or existing policy objectives and
implementation of regulations. The streamlined and effective policies are ultimately intended to maximise
positive outcomes without imposing additional challenges to local players. As such, stakeholder
consultations should be held in order to:
a)

Understand the issues which hinder readiness or competitiveness of local companies upon
implementation of the CPTPP

b)

Seek industry feedback in any new or modified policies required to tackle such issues

c)

Develop policies and initiatives which support Malaysia’s socio-economic agenda such as assistance
for Bumiputera, Sabah and Sarawak while ensuring compliance with CPTPP

The Government could leverage on the Special Task Force to Facilitate Business (PEMUDAH), which is a
public-private sector initiative that aims to simplify business operations in Malaysia. PEMUDAH could assist
in identifying gaps in the implementation of the CPTPP and recommend improvements to current policies to
ensure CPTPP opportunities can be optimised by Malaysian businesses.
Initiative 2: Enhance support programmes to facilitate businesses
Adjusting to trade costs and requirements in entering new markets may be costly for exporters. In addition,
tariff liberalisation may negatively impact industry players if domestic products and services are less
competitive than foreign products. The increased competition may cause industry players to lose the
current market share. Therefore, it is important for the Government to provide additional assistance and
support programmes for businesses to:

Utilise opportunities of CPTPP

Mitigate impacts of CPTPP

• Modify supply chain to meet origin criteria and
trade requirements
• Enhance operational processes and adopt
e-commerce to reach new markets

• Upskill and train workers to be part of
business recovery or diversification plan
• Enhance product development and
standards to increase competitiveness
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Initiative 3: Enhance trade facilitation measures
Exporters undergo various customs procedures and product inspections by the Royal Malaysian Customs
Department (RMCD) and other regulatory authorities. The CPTPP includes provisions on customs and
trade facilitation that would harmonise and simplify customs procedures to ensure timely clearance of
goods.
In order to reduce costs for border and documentary compliance, it is recommended that action plans under
this initiative to be undertaken:
a)

Streamlining of trade procedures by regulatory authorities, which include standardised mechanisms
for the issuance of advance rulings as well as originating status of products in accordance with
CPTPP

b)

Developing a consolidated online platform for trade procedures, which links all relevant regulatory
authorities

Initiative 4: Reassess the role of SOEs in nation-building agenda
SOEs which meet the threshold of annual revenue as set under the CPTPP are required to comply with
transparency obligations, and prohibition of non-discriminatory treatment as well as NCAs. As such, it is
important for the Government to mitigate the risk of breaching CPTPP obligations through the
recommended action plans:
a)

Reassess and improve SOEs’ approaches in supporting nation-building agenda and continuous
monitoring of SOEs’ compliance with the CPTPP

b)

Create awareness among SOEs on requirements under the CPTPP and develop programmes to
increase operational efficiency and competitiveness

Initiative 5: Engage and collaborate with other CPTPP countries to ensure effective policy
implementation
The Government should identify specific areas which require policy reforms and the suitable CPTPP
country(s) with which Malaysia can collaborate. For example, the National Trade Blueprint mandates
regular engagements between MOHR and countries such as the UK, the US, Australia and New Zealand to
address forced labour issues.
As such, it is recommended for Malaysia to engage in knowledge sharing and technical assistance with the
governments of CPTPP countries on effective policy implementations in the areas of:
a)

Forced labour issues

b)

SME trade facilitation

c)

Environmental standards

d)

SOEs
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Strategy 2:
Development of sectoral capabilities

Objective:
• Ensure continuous assessment is undertaken to:
○ Improve competitiveness of businesses to enter CPTPP markets
○ Reduce reliance on non-competitive measures
○ Develop robust sectoral ecosystems

Initiative 1: Capability building programmes to develop robust sectoral ecosystems and increase
competitiveness
It is important for relevant Ministries and agencies as well as industry associations to identify and develop
industry focused initiatives, as well as other targeted programmes. These initiatives and programmes
should be developed based on consultations with the targeted stakeholders, which could be categorised by:
a)

Sectors
• Develop E&E upskilling programmes to support the shift towards higher technology manufacturing
and R&D
• Build domestic capabilities in upstream textile activities

b)

Talent
• Design talent management programmes to ensure sufficient availability of high skilled workers
• Conduct specialised training with sectoral players and set targets to achieve industry benchmarks
as well as build capabilities of Malaysian businesses
• Obtain required foreign talent for knowledge transfer

c)

Target groups (Bumiputera and SMEs)
• Identify and implement programmes which boost the performance and sustainability of Bumiputera
businesses and SMEs
• Implement programmes which aid Bumiputera businesses and SMEs in technology adoption to
enhance capabilities and business processes
• Link Bumiputera businesses and SMEs with large companies to integrate these players into the
export value chain of CPPTP countries

d)

Standards
• Provide company focused advisory and monitoring for 1 year to ensure businesses increase labour
and environmental standards
• Conduct seminars on compliance and benefits of labour and environmental standards
• Request technical assistance from leading CPTPP countries such as Japan and Australia on ESG
standards
• Initiate collaboration between anchor companies and relevant institutions to embed sustainable
practices among smaller companies
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Example: Selected capability building programmes by MATRADE, TERAJU and SME Corp
Name of Programme

Agency

Objective

Status

Programme for
Enhancement of Strategic
Industry and High Growth
Enterprise (PRESTIGE)

SME Corp

Develop high growth and globally competitive
SMEs in strategic sectors such as Medical
Devices, Biotechnology, Aerospace and Rail in
line with the National Entrepreneurship Policy
(DKN 2030)
Increase technological adoption,
organisational transformation and
marketing strategy

On-going

Mid-Tier Companies
Development Programme
(MTCDP)

MATRADE

Help local mid-tier companies (MTCs) in
Malaysia to accelerate their export growth and
strengthen their core business functions

On-going

TERAJU

Identify high potential Bumiputera companies,
and ensure the growth of the companies in the
local, regional and global markets through
funding and monitoring

Completed

Program Syarikat
Bumiputera Berprestasi
Tinggi (TERAS)

Source: SME Corp, MATRADE, TERAJU

Initiative 2: Periodic review and assessment of capability building programmes
The capability building programmes initiated by relevant Ministries and agencies as well as industry
associations must be periodically reviewed and assessed. Assessment of pilot programmes will enable the
programme coordinator to identify effectiveness, outcome and the areas of improvement for these
initiatives.
The feedback of the programme participants is important to further enhance the implementation of capacity
building programmes. Given that resources have been allocated to initiate these programmes, those which
have obtained positive outcomes and high success rates should be continued and extended to new
participants in order to strengthen the overall capabilities of the targeted sector or group.
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Strategy 3:
Enhancing export promotion

Objective:
• Educate businesses on the utilisation and compliance with CPTPP trade requirements
• Facilitate trade with foreign players in the CPTPP market, particularly in Canada, Mexico and Peru

Initiative 1: Capacity building programmes to encourage export readiness
A number of Government agencies such as TERAJU and SME Corp provide programmes which assist
businesses to increase their export readiness and competitiveness. In addition, MATRADE provides export
readiness tools, audit and advisory services to businesses. Moving forward, the relevant agencies should
provide new programmes with special focus on CPTPP utilisation. Existing programmes and advisory
services such as company focused assessments as well as export practices, procedures and compliance
training should be continued and enhanced.
Initiative 2: Sectoral consultation and knowledge sharing sessions on CPTPP benefits and
requirements
The focus of this initiative is to ensure businesses are aware of the benefits, requirements needed to be
eligible for preferential tariffs, relevant trade procedures and product standards of the CPTPP. Additionally,
knowledge sharing sessions and consultations allow businesses to engage with the Government on
compliance issues, cost reduction measures as well as strategies to enhance export readiness. As such,
the recommended action plans under this initiative:
a)

Organise workshops on compliance issues and measures such as Rules of Origin

b)

Initiate knowledge sharing sessions on the requirement of the CPTPP

c)

Request for country-specific technical trainings from developed CPTPP countries
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Initiative 3: Enhance the one-stop resource portal on trade information
It is recommended for relevant Ministries and agencies such as MITI, MATRADE, RMCD and MAFI to
establish a one-stop resource portal on trade information. Currently, MATRADE has a physical platform
which provides customised consultation on export related matters called Integrated Center for Exports
(ICE). Moving forward, it is recommended that an online platform replicating the ICE model is established to
include the following:
a)

Easy and intuitive search features which allow businesses to access information relevant to their
product and market of interest

b)

A main page on CPTPP information which is highly visible to website visitors

c)

Informative and instructional videos on compliance measures and other important information

d)

Chat feature or immediate assistance features

Example: Australia’s free trade agreement portal

A user-friendly interface which is easy to navigate.
Features which can be emulated:
1.

Easy search function to access information on
specific product or country

2.

All relevant information are consolidated in a
single window
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Initiative 4: Introduce flagship programme to promote exports to CPTPP countries
MATRADE organises trade programmes and initiatives to promote Malaysian products and services to
many countries. Moving forward, it is recommended that MATRADE tailor these programmes to CPTPP
countries:
a) International trade fairs and programmes
• Facilitate and support selected Malaysian businesses to participate in international trade promotion

activities organised in CPTPP countries
• Organise webinars to increase participation of traders from CPTPP countries
b) Trade matching with businesses from other CPTPP countries
• Continue existing programmes with a focus on CPTPP countries:

i. International Sourcing Programme (INSP) to seek potential buyer
ii. Connect foreign businesses with Malaysian exporters based on trade enquiries with
international trade offices and associations as well as foreign buyers
iii. Enhance the role of Trade Commissioners assigned to CPTPP countries to promote Malaysian
products and services
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Appendix

Classifications of economic sectors and external trade

The following table outlines items used in analysis. These consist of economic sectors and trade products
referenced from several sources, namely the Department of Statistics Malaysia (DOSM), World Integrated
Trade Solution (WITS), the Organisation for Economic Co-operation and Development (OECD) and Global
Trade Analysis Project (GTAP).
The classifications of economic sectors and activities, and trade products are guided by standards such as
Malaysia Standard Industrial Classification (MSIC), International Standard Industrial Classification (ISIC),
Standard International Trade Classification (SITC) and Harmonized System (HS) codes.
Sector

GDP Analysis

Trade
(Malaysia)

Trade (CPTPP)

Trade in Value
Added (TiVA)

E&E

Computers,
electrical
equipment,
electronic
components and
boards,
communication
equipment and
consumer
electronics

Palm Oil

Electrical and
electronic
products

Electrical
machinery and
equipment

Computers,
electronic and
electrical
equipment

Electronic and
electrical
equipment

Oil palm;
Manufacture of
vegetable and
animal oils and
fats

Palm oil and
palm oil-based
products

Palm oil and its
fractions

Agriculture,
forestry and
fishing

Vegetable oils
and fats

Textiles

Textile and
wearing apparel

Textiles and
apparels

Textiles and
textile articles

Textiles,
wearing
apparel,
leather and
related
products

Textiles and
apparel

Machinery and
Equipment

Machinery and
Equipment

Machinery,
equipment and
parts

Machinery and
mechanical
appliances;
parts thereof

Machinery and
equipment, nec

Machinery and
equipment nec

Chemicals

Chemicals and
chemical
products and
pharmaceutical
products

Chemical and
chemical
products
(exclude
plastics in
non-primary
forms)

Products of the
chemical or
allied
industries

Chemicals and
pharmaceutical
products

Chemical
products
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CGE Model

Sector

GDP Analysis

Trade
(Malaysia)

Trade (CPTPP)

Trade in Value
Added (TiVA)

Oil and Gas

Crude oil and
condensate,
natural gas and
manufacture of
refined petroleum
products

Crude
petroleum,
Liquefied
natural gas
and Petroleum
products

Petroleum oils
and oils
obtained from
bituminous
minerals,
petroleum
gases and
other gaseous
hydrocarbons,
petroleum jelly,
petroleum
coke, bitumen
and asphalt

Mining and
quarrying;
Coke and
refined
petroleum
products

Oil and gas

Plastics

Plastics products

Manufacture of
plastics

Plastics and
articles thereof

Rubber and
plastic
products

Other
manufactures

Metal, and Iron and
Steel

Basic metals and
fabricated metal
products

Metals, iron
and steel
products

Base metals
and articles of
base metal

Basic metals
and fabricated
metal products

Metal, and Iron
and Steel
Sector

Optical and Scientific
Equipment

Manufacture of
medical,
precision and
optical
instrument,
watches and
clocks

Optical and
scientific
equipment

Optical,
photographic,
cinematograph
-ic, measuring,
checking,
precision,
medical or
surgical
instruments
and apparatus;
parts and
accessories
thereof

Computer,
electronic and
optical
products

Electronic and
electrical
equipment

Medical Devices

Manufacture of
medical,
precision and
optical
instrument,
watches and
clocks

Medical
devices

Medical
devices

Not available

Electronic and
electrical
equipment;
Other
manufactures
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CGE Model

Sector

Trade (Malaysia) Trade (CPTPP)

Trade in Value
Added (TiVA)

Automotive Parts and Motor vehicles
Components
and transport
equipment

Automotive parts
and components

Automotive
parts and
components

Not available

Motor vehicles
and transport
equipment

Processed Food and
Beverage

Food
processing and
Beverages

Processed food
and beverages

Processed
animal /
vegetable
products;
prepared
foodstuffs;
beverages;
spirits and
vinegar

Food products,
beverages and
tobacco

Meat, food and
beverage

Services

Services

Trade in
services
(Services trade)
exports of
services,
imports of
services

N/A

Total services

Utilities, trade,
communication,
other transport,
air and water
transport,
accommodation
and food
services,
financial
services,
Business
services, other
services and
PADEH

Construction

Construction

N/A

N/A

Construction

Construction

Source:
1.
2.
3.
4.
5.

GDP Analysis

GDP Analysis - DOSM
Trade (Malaysia) - DOSM
Trade (CPTPP) - WITS
Trade in Value Added (TiVA) - OECD
CGE Model - GTAP
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CGE Model

Key economic indicators of CPTPP countries

Country

Real GDP
(USD billion)

CAGR of real
GDP (%)

Population
(millions)

Real GDP per
capita (USD)

Real GDP
share of total
CPTPP
countries’
GDP (%)

2015

2019

2015 - 2019

2020

2019

2019

1,351.7

1,494.6

2.5

25.7

58,923.2

14.0

12.9

13.3

0.7

0.4

30,646.1

0.1

1,556.5

1,690.1

2.1

38.0

44,958.1

15.8

Chile

243.9

262.8

1.9

19.1

13,867.0

2.5

Japan

4,444.9

4,591.3

0.8

125.8

36,362.4

43.0

301.4

364.0

4.8

32.4

11,391.7

3.4

1,171.9

1,254.4

1.7

128.9

9,832.5

11.7

New Zealand

178.1

200.7

3.0

5.1

40,315.5

1.9

Singapore

308.0

348.9

3.2

5.7

61,173.9

3.3

Vietnam

193.2

251.2

6.8

97.3

2,604.2

2.4

Peru

189.8

214.9

3.2

33.0

6,611.5

2.0

CPTPP total

9,952.3

10,686.3

1.8

479.1

21,044.7

100.0

CPTPP
(% share of
world total)

12.8

12.6

-

6.2

-

-

Australia
Brunei
Darussalam
Canada

Malaysia
Mexico

Source: World Bank
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Malaysia’s overall trade with CPTPP countries

Country

Trade 2019
Total
trade
with
world
(USD bil)

Malaysia's
exports
(USD bil)

Malaysia’s
imports
(USD bil)

Malaysia’s
total trade
(USD bil)

Malaysia’s
share of
country’s
total trade (%)

Country’s
share of
Malaysia’s
total trade (%)

Australia

487.1

6.9

5.6

12.5

2.6

2.8

Brunei
Darussalam

12.1

0.6

0.5

1.0

8.4

0.23

Canada

863.1

0.8

0.8

1.6

0.2

0.37

Chile

139.3

0.2

0.2

0.4

0.3

0.09

Japan

1426.5

15.8

15.3

31.1

2.2

7.0

Mexico

915.9

2.2

0.4

2.6

0.3

0.6

New
Zealand

81.8

1.1

0.8

1.9

2.3

0.43

Singapore

749.3

33.0

21.6

54.6

7.3

12.3

Vietnam

518.1

8.4

4.7

13.1

2.5

3.0

Peru

88.5

0.1

0.1

0.2

0.2

0.05

Total

5281.7

69.0

50.1

119.1

2.3

26.9

Source: WITS
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Key economic indicators of potential CPTPP countries

Key economic indicators

Country

Real GDP (USD billion)

CAGR of real
GDP (%)

Population
(millions)

Real GDP
per capita
(USD)

Real GDP
share of total
global GDP
(%)

2015

2019

2015 - 2019

2020

2019

2019

11,061.6

14,296.2

6.6

1402.1

10,228.3

16.9

Ecuador

99.29

101.70

2.4

17.6

5,853.8

0.1

United
Kingdom

2,932.8

3,115.4

1.5

67.2

46,611.8

3.7

China

Note: The UK has started accession negotiations in September 2021. China, Chinese Taipei and Ecuador have submitted their applications to
accede into the CPTPP
Source: World Bank

Key trade indicators (2019)
Country

Total trade
with world
(USD bil)

Malaysia's
exports
(USD bil)

Malaysia’s
imports
(USD bil)

Malaysia’s
total trade
(USD bil)

Malaysia’s
share of
country’s total
trade (%)

Country’s
share of
Malaysia’s
total trade (%)

4567.5

33.7

42.4

76.1

1.7

17.2

Ecuador

42.6

0.03

0.1

0.1

0.3

0.03

United
Kingdom

1150.8

2.2

1.8

4.0

0.3

0.9

China

Source: WITS
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About the CGE model

The Study uses a CGE model to estimate the incremental impact of ratifying the CPTPP
CGE modelling is an approach that numerically simulates key macro and microeconomic interactions within
an economy. CGE models provide a foundation for policy analysis by tracking the evolution of the economy
over time in response to a policy change such as Malaysia’s ratification of the CPTPP.
The CGE model for this Study will estimate the impact of ratifying the CPTPP against a baseline scenario
(not ratifying the CPTPP), starting from the year 2021 to 2030. An additional scenario including potential
new CPTPP countries, China and the UK, is also assessed. The model will produce outputs including key
metrics such as GDP, welfare and exports and imports.
Analysis will be conducted on the model outputs to:
• Understand the incremental impact of ratifying the CPTPP on the Malaysian economy
• Identify the potential impact of the CPTPP on Malaysia’s economic sectors

Study analytical framework

Define the issue
to be studied

Define and set the
scenarios to be
studied

Framing questions:
•

•

What is the baseline simulation results?
i.e. Malaysia ratifies RCEP and all
CPTPP countries except Malaysia
proceed with ratification of the CPTPP
(CPTPP-10)

Develop CGE model and
simulate scenarios
Develop numerical model
based on theory and
assumptions
Construct benchmark
dataset
Determine exogenous
elasticities

Will potential new members such as
China and the UK impact the benefits of
ratifying the CPTPP?

Analyse model
outputs
Framing
questions:
• What is the
incremental
impact of
CPTPP
ratification?

Calibration and
replication check
Simulation
Model outputs

Source: PwC (2015) – Study on Potential Economic Impact of TPPA on the Malaysian Economy and Selected Key Economic Sectors, PwC analysis
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The CGE model is based on the circular flow of income
The CGE model looks at the interactions and economic feedbacks between economic agents i.e.
Government, businesses and households based on the circular flow of income. In the model, equations to
model the economic interactions are calibrated to country economic data to create a baseline view of the
economy.
Circular flow of income
Investment adds to
capital stock

Factors of
production

Business’ expenditure on
capital and labour

Investment
Household
income

Household savings

Taxes and
subsidies

Businesses

Government

Households

Government consumption
and provision of goods
Businesses’
intermediate good
expenditure

Goods and Services
Malaysia
Goods and
Services

Foreign expenditure in Malaysia

Foreign
Goods and
Services
Foreign income from sales in Malaysia

Foreign Sector

Income
Expenditure

Source: CGE model documentation, Her Majesty's Revenue and Customs (HMRC), UK Government

The Study will use a multi-region equilibrium model
The Study uses a multi-region general equilibrium model developed by Ianchovichina and McDougall1,
which is an extension of the Global Trade Analysis Project (GTAP) model that incorporates dynamic
behaviour.
The model is based on the standard GTAP model, which includes constant returns to scale technology,
labour market equilibrium, bilateral trade flows, and inter-sectoral factor mobility. The model in this Study
was built on the latest GTAP 10 database released in July 2019, which features 2004, 2007, 2011 and 2014
reference years. The GTAP 10 database covers 121 countries and 65 sectors. GEMPACK 12 (General
Equilibrium Modelling PACKage 12), an economic modelling software, was used to calculate solutions of
the economic model.
1

Ianchovichina and R. McDougall, Theoretical Structure of Dynamic GTAP. GTAP Technical Paper No. 17, 2000
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Non-tariff measures (NTMs) in CGE model
NTMs are policy measures (other than tariffs) that potentially have an economic effect on international
trade in goods, changing quantities traded / prices (e.g. quotas, subsidies, trade defence measures, export
restrictions, technical measures).
The CGE model used in the Study employs the assumption of 50% reduction in NTMs to simulate the
potential economic costs and benefits of Malaysia’s ratification and non-ratification of the CPTPP. This
reduction is considered relatively reasonable when compared to other studies on CPTPP impact and on the
actionability of NTMs. Actionability is the degree to which NTMs or regulatory divergence may be reduced
through various methods.
Example of other studies and their assumptions on NTM reduction
Study

NTM reduction

World Bank, Economic and Distributional Impacts of Comprehensive and Progressive 36.7% (Vietnam)
Agreement for Trans-Pacific Partnership: The case of Vietnam, 2018
38.3% (CPTPP countries)

ImpactECON, Impacts of the Comprehensive and Progressive Agreement for
TransPacific Partnership on the New Zealand Economy, 2018

Goods: 0%-7.4%
Services: 0.1%-30.2%

Kawasaki, The Relative Significance of EPAs in Asia-Pacific, RIETI Discussion Paper
Series 14-E-009, 2014

50% (actionability)

The ad valorem equivalents (AVE) of NTMs is drawn and adapted mainly from Kawasaki (2014) data.
Kawasaki (2014) estimates AVEs of NTMs based on the impact of:
• Core NTMs (price and quantity control measures, technical regulations, monopolistic measures)
• Agricultural domestic support on imports at the product tariff line level
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Economic sectors in the model
The sectoral dimension of the model is an aggregation of 65 sectors available in the GTAP database. For
tractability of the model, these sectors were aggregated into 28 sectors for analysis.
Aggregate sectors

GTAP sectors

1

Paddy

Paddy rice

2

Grains and crops

Wheat
Cereal grains
Vegetables, fruits, nuts
Oil seeds
Sugar cane, sugar beet
Plant-based fibers
Crops

3

Meat and livestock

Bovine meat products
Other meat products
Bovine cattle, sheep and goats, horses
Other animal products
Raw milk
Wool, silk-worm cocoons

4

Agriculture extraction

Forestry
Fishing

5

Vegetable oils and fats

Vegetable oils and fats

6

Oil and gas

Oil
Gas

7

Other mining

Coal
Minerals

8

Food and beverage

Dairy products
Processed rice
Sugar
Other food products
Beverages and tobacco products

9

Textiles and apparel

Textiles
Wearing apparel

10

Leather products

Leather products

11

Wood products, paper products, printing

Wood products
Paper products, publishing

12

Petroleum and coal

Petroleum
Coal

13

Chemical products

Chemical products
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Aggregate sectors

GTAP sectors

14

Motor vehicles and transport equipment

Motor vehicles and parts
Transport equipment

15

Electronic and electrical equipment

Computer, electronic and optical products
Electrical equipment

16

Metals, iron and steel

Ferrous metals
Other metals
Metal products

17

Other manufactures

Pharmaceutical products
Rubber and plastic
Mineral products
Other manufactures

18

Machinery and equipment

Machinery and equipment

19

Construction

Construction

20

Utilities

Electricity
Gas manufacture, distribution
Water

21

Trade

Wholesale and retail trade

22

Communication

Information and communication

23

Other transport

Other transport
Warehousing and support

24

Air and water transport

Water transport
Air transport

25

Accommodation, food services and
recreational services

Accommodation and food services
Recreational and other services

26

Financial services and business services

Financial services
Insurance
Business services

27

Other services

Real estate activities
Dwellings

28

Public Administration, Defence,
Education, Health

Public administration and defence
Education
Human health and social work
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Import duties of CPTPP countries

E&E
Country

CPTPP Preferential Tariff1

MFN Tariff2

2022

2034

Existing

0%

0%

0 - 5%

0 - 15%

0%

0 - 5%

Canada

0%

0%

0 - 9%

Chile

0%

0%

0 - 6%

Japan4

0%

0%

0 - 4.8%

Malaysia

0 - 4.1%

0%

0 - 30%

Mexico

0 - 10%

0%

0 - 20%

New Zealand

0 - 1.4%

0%

0 - 10%

0%

0%

0%

Vietnam

0 - 5.1%

0%

0 - 35%

Peru

0 - 4.9%

0%

0 - 9%

Australia
Brunei Darussalam3

Singapore

Note:
● E&E Sector is defined as products under HS85
● 2022 - Year 5
● 2034 - Year 17
● CPTPP Preferential Tariffs are subject to meeting the Rules of Origin and Product Specific Rules
● CPTPP Preferential Tariffs range is for all products, as long as within WTO / specified tariff rate quotas. E.g., for certain products, Vietnam has
specified higher tariffs for amounts out of WTO quota, with tariffs going up to a maximum of 100%
1
Tariffs applied by the individual countries to all other CPTPP countries are based on the tariff elimination schedule for the respective countries, for
substantially all products
2
The existing tariffs applied by the individual countries to the rest of the world. The type of tariff used is MFN
3
It is noted that the CPTPP provisions allow CPTPP countries to accelerate the elimination of customs duties (compared to what the country has
committed to in the schedule). For Brunei Darussalam, MFN duties declined between 2011-2017 from a high of 0-20% to 0-5%
4
For Japan, the final year of liberalisation will be 2038 (Year 21)
Source: CPTPP, WITS, PwC analysis
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Palm Oil
Country

CPTPP Preferential Tariff1

MFN Tariff2

2022

2034

Existing

Australia

0%

0%

0%

Brunei Darussalam

0%

0%

0%

Canada

0%

0%

0-6%

Chile

0%

0%

6%

Japan3

0%

0%

2.5 - 3.5%

Malaysia

0%

0%

0-5%

Mexico

0%

0%

3 - 5%

New Zealand

0%

0%

0%

0 - 4.9%

0%

0 - 9%

0%

0%

0%

0.8 - 13.6%

0%

0 - 30%

Peru
Singapore
Vietnam

Note:
● Palm Oil Sector is defined as products under HS1511
● 2022 - Year 5
● 2034 - Year 17
● CPTPP Preferential Tariffs are subject to meeting the Rules of Origin and Product Specific Rules
● CPTPP Preferential Tariffs range is for all products, as long as within WTO / specified tariff rate quotas. E.g., for certain products, Vietnam has
specified higher tariffs for amounts out of WTO quota, with tariffs going up to a maximum of 100%
1
Tariffs applied by the individual countries to all other CPTPP countries are based on the tariff elimination schedule for the respective countries,
for substantially all products
2
The existing tariffs applied by the individual countries to the rest of the world. The type of tariff used is MFN
3
For Japan, the final year of liberalisation will be 2038 (Year 21)
Source: CPTPP, WITS, PwC analysis
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Textiles
Country

CPTPP Preferential Tariff1

MFN Tariff2

2022

2034

Existing

0%

0%

0 - 15%

0 - 5%

0%

0 - 10%

Canada

0 - 2.3%

0%

0 - 18%

Chile

0 - 2.2%

0%

6%

Japan3

0 - 6.9%

0%

0 - 13.4%

Malaysia

0 - 3.3%

0%

0 - 30%

Mexico

0 - 20.6%

0%

0 - 30%

New Zealand

0 - 2.8%

0%

0 - 10%

Peru4

0 - 11.6%

0%

0 - 17%

0%

0%

0%

0 - 68.7%

0%

0 - 100%

Australia
Brunei Darussalam

Singapore
Vietnam

Note:
● Textiles Sector is defined as products under HS50 to HS63
● 2022 - Year 5
● 2034 - Year 17
● CPTPP Preferential Tariffs are subject to meeting the Rules of Origin and Product Specific Rules
● CPTPP Preferential Tariffs range is for all products, as long as within WTO / specified tariff rate quotas. E.g., for certain products, Vietnam
has specified higher tariffs for amounts out of WTO quota, with tariffs going up to a maximum of 100%
1
Tariffs applied by the individual countries to all other CPTPP countries are based on the tariff elimination schedule for the respective countries,
for substantially all products
2
The existing tariffs applied by the individual countries to the rest of the world. The type of tariff used is MFN
3
For Japan, the final year of liberalisation will be 2038 (Year 21)
4
It is noted that the CPTPP provisions allow CPTPP countries to accelerate the elimination of customs duties (compared to what the country has
committed to in the schedule). For Peru, MFN duties declined from 0-17% in 2009-2010 to 0-11% as of 2019
Source: CPTPP, WITS, PwC analysis
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Machinery and Equipment
Country

CPTPP Preferential Tariff1

MFN Tariff2

2022

2034

Existing

0%

0%

0 - 5%

0 - 15%

0%

0%

0%

0%

0 - 9.5%

0 - 2.2%

0%

6%

0%

0%

0%

Malaysia

0 - 5%

0%

0 - 35%

Mexico

0 - 10%

0%

0 - 20%

New Zealand

0 - 1.4%

0%

0 - 5%

Peru

0 - 9.2%

0%

0 - 17%

0%

0%

0%

0 - 16.8%

0%

0 - 50%

Australia
Brunei Darussalam3
Canada
Chile
Japan4

Singapore
Vietnam

Note:
● Machinery and Equipment Sector is defined as selected products under HS84 except 8401, 8402 and 8403
● 2022 - Year 5
● 2034 - Year 17
● CPTPP Preferential Tariffs are subject to meeting the Rules of Origin and Product Specific Rules
● CPTPP Preferential Tariffs range is for all products, as long as within WTO / specified tariff rate quotas. E.g., for certain products, Vietnam has
specified higher tariffs for amounts out of WTO quota, with tariffs going up to a maximum of 100%
1
Tariffs applied by the individual countries to all other CPTPP countries are based on the tariff elimination schedule for the respective countries,
for substantially all products
2
The existing tariffs applied by the individual countries to the rest of the world. The type of tariff used is MFN
3
It is noted that the CPTPP provisions allow CPTPP countries to accelerate the elimination of customs duties (compared to what the country has
committed to in the schedule). For Brunei Darussalam, MFN duties declined between 2011-2017 from a high of 0-20% to 0%
4
For Japan, the final year of liberalisation will be 2038 (Year 21)
Source: CPTPP, WITS, PwC analysis

Cost-Benefit Analysis on the Potential Impacts of the CPTPP on the Malaysian Economy and Key Economic Sectors
324

Chemicals
Country

CPTPP Preferential Tariff1

MFN Tariff2

2022

2034

Existing

0%

0%

0 - 5%

0 - 30%

0%

0 - 5%

0%

0%

0 - 270%

0 - 2.2%

0%

6%

Japan

0 - 11.6%

0%

0 - 21.3%

Malaysia

0 - 27.2%

0%

0 - 50%

Mexico

0 - 15%

0%

0 - 30%

New Zealand

0 - 1.4%

0%

0 - 5%

Peru

0 - 4.9%

0%

0 - 6%

0%

0%

0%

0 - 10.9%

0%

0 - 27%

Australia
Brunei Darussalam3
Canada
Chile
4

Singapore
Vietnam

Note:
● Chemicals Sector is defined as products under HS28 to HS38, excluding HS30
● 2022 - Year 5
● 2034 - Year 17
● CPTPP Preferential Tariffs are subject to meeting the Rules of Origin and Product Specific Rules
● CPTPP Preferential Tariffs range is for all products, as long as within WTO / specified tariff rate quotas. E.g., for certain products, Vietnam has
specified higher tariffs for amounts out of WTO quota, with tariffs going up to a maximum of 100%
1
Tariffs applied by the individual countries to all other CPTPP countries are based on the tariff elimination schedule for the respective countries,
for substantially all products
2
The existing tariffs applied by the individual countries to the rest of the world. The type of tariff used is most favoured nation (MFN)
3
It is noted that the CPTPP provisions allow CPTPP countries to accelerate the elimination of customs duties (compared to what the country has
committed to in the schedule). For Brunei Darussalam, MFN duties declined between 2011-2017 from a high of 0-30% to 0-5%
4
For Japan, the final year of liberalisation will be 2038 (Year 21)
Source: CPTPP, WITS, PwC analysis
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O&G
Country

CPTPP Preferential Tariff1

MFN Tariff2

2022

2034

Existing

0%

0%

0%

0-11 cents/kg

0%

0%

Canada

0%

0%

0-12.5%

Chile

0%

0%

6%

0%-576 yen/kl

0%

0-7.9%

Malaysia

0%

0%

0-5%

Mexico

0%

0%

0-5%

New Zealand

0%

0%

0-5%

0-1.5%

0%

0-9%

0%

0%

0%

0-30%

0%

0-20%

Australia
Brunei Darussalam

Japan3

Peru4
Singapore
Vietnam

Note:
● O&G Sector is defined as products under HS2709 to 2714
● 2022 - Year 5
● 2034 - Year 17
● CPTPP Preferential Tariffs are subject to meeting the Rules of Origin and Product Specific Rules
● CPTPP Preferential Tariffs range is for all products, as long as within WTO / specified tariff rate quotas. E.g., for certain products, Vietnam has
specified higher tariffs for amounts out of WTO quota, with tariffs going up to a maximum of 100%
1
Tariffs applied by the individual countries to all other CPTPP countries are based on the tariff elimination schedule for the respective countries, for
substantially all products
2
The existing tariffs applied by the individual countries to the rest of the world. The type of tariff used is MFN
3
For Japan, the final year of liberalisation will be 2038 (Year 21)
4
It is noted that the CPTPP provisions allow CPTPP countries to accelerate the elimination of customs duties (compared to what the country has
committed to in the schedule). For Peru, MFN duties have declined to 0% since 2009-2010
Source: CPTPP, WITS, PwC analysis
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Plastics
Country

CPTPP Preferential Tariff1

MFN Tariff2

2022

2034

Existing

Australia

0%

0%

0-5%

Brunei Darussalam

0%

0%

0%

Canada

0%

0%

0-6.5%

Chile

0%

0%

6%

Japan3

0%

0%

0-6.5%

Malaysia

0 - 16.3%

0%

0-30%

Mexico

0 - 7.5%

0%

0-15%

New Zealand

0 - 1.4%

0%

0-10%

Peru

0 - 4.9%

0%

0-9%

0%

0%

0%

0 - 7.5%

0%

0-27%

Singapore
Vietnam

Note:
● Plastics Sector is defined as products under HS39
● 2022 - Year 5
● 2034 - Year 17
● CPTPP Preferential Tariffs are subject to meeting the Rules of Origin and Product Specific Rules
● CPTPP Preferential Tariffs range is for all products, as long as within WTO / specified tariff rate quotas. E.g., for certain products, Vietnam has
specified higher tariffs for amounts out of WTO quota, with tariffs going up to a maximum of 100%
1
Tariffs applied by the individual countries to all other CPTPP countries are based on the tariff elimination schedule for the respective countries,
for substantially all products
2
The existing tariffs applied by the individual countries to the rest of the world. The type of tariff used is MFN
3
For Japan, the final year of liberalisation will be 2038 (Year 21)
Source: CPTPP, WITS, PwC analysis
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Metal, and Iron and Steel
Country

CPTPP Preferential Tariff1

MFN Tariff2

2022

2034

Existing

0%

0%

0-5%

0-15%

0%

0%

0%

0%

0-11%

Chile

0-2.2%

0%

6%

Japan4

0-6.3%

0%

0-7.5%

Malaysia

0-16.3%

0%

0-30%

Mexico

0-10%

0%

0-20%

New Zealand

0-1.4%

0%

0-10%

Peru

0-4.9%

0%

0-9%

0%

0%

0%

0-8.1%

0%

0-35%

Australia
Brunei Darussalam3
Canada

Singapore
Vietnam

Note:
● Metal, and Iron and Steel Sector is defined as products under HS72 to 83
● 2022 - Year 5
● 2034 - Year 17
● CPTPP Preferential Tariffs are subject to meeting the Rules of Origin and Product Specific Rules
● CPTPP Preferential Tariffs range is for all products, as long as within WTO / specified tariff rate quotas. E.g., for certain products, Vietnam has
specified higher tariffs for amounts out of WTO quota, with tariffs going up to a maximum of 100%
1
Tariffs applied by the individual countries to all other CPTPP countries are based on the tariff elimination schedule for the respective countries,
for substantially all products
2
The existing tariffs applied by the individual countries to the rest of the world. The type of tariff used is MFN
3
It is noted that the CPTPP provisions allow CPTPP countries to accelerate the elimination of customs duties (compared to what the country has
committed to in the schedule). For Brunei Darussalam, MFN duties have declined to 0% in 2017
4
For Japan, the final year of liberalisation will be 2038 (Year 21)
Source: CPTPP, WITS, PwC analysis
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Optical and Scientific Equipment
Country

CPTPP Preferential Tariff1

MFN Tariff2

2022

2034

Existing

0%

0%

0-5%

0-15%

0%

0%

Canada

0%

0%

0-6%

Chile

0%

0%

6%

Japan4

0%

0%

0-5.3%

Malaysia

0%

0%

0-25%

0-7.5%

0%

0-15%

0%

0%

0-5%

0-4.9%

0%

0-9%

Singapore

0%

0%

0%

Vietnam

0%

0%

0-25%

Australia
Brunei Darussalam3

Mexico
New Zealand
Peru

Note:
● Optical and Scientific Equipment Sector is defined as products under HS90
● 2022 - Year 5
● 2034 - Year 17
● CPTPP Preferential Tariffs are subject to meeting the Rules of Origin and Product Specific Rules
● CPTPP Preferential Tariffs range is for all products, as long as within WTO / specified tariff rate quotas. E.g., for certain products, Vietnam has
specified higher tariffs for amounts out of WTO quota, with tariffs going up to a maximum of 100%
1
Tariffs applied by the individual countries to all other CPTPP countries are based on the tariff elimination schedule for the respective countries,
for substantially all products
2
The existing tariffs applied by the individual countries to the rest of the world. The type of tariff used is MFN
3
It is noted that the CPTPP provisions allow CPTPP countries to accelerate the elimination of customs duties (compared to what the country has
committed to in the schedules). For Brunei Darussalam, MFN duties declined to 0% in 2017
4
For Japan, the final year of liberalisation will be 2038 (Year 21)
Source: CPTPP, WITS, PwC analysis
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Medical Devices
Country

CPTPP Preferential Tariff1

MFN Tariff2

2022

2034

Existing

0%

0%

0-5%

0-15%

0%

0%

Canada

0%

0%

0-15.5%

Chile

0%

0%

6%

Japan4

0%

0%

0%

Malaysia

0%

0%

0%

0-7.5%

0%

0-15%

New Zealand

0%

0%

0-5%

Peru

0%

0%

0-9%

Singapore

0%

0%

0%

Vietnam

0%

0%

0-20%

Australia
Brunei Darussalam3

Mexico

Note:
● Medical Devices Sector is defined as products under HS9018 to 9022 and 401511
● 2022 - Year 5
● 2034 - Year 17
● CPTPP Preferential Tariffs are subject to meeting the Rules of Origin and Product Specific Rules
● CPTPP Preferential Tariffs range is for all products, as long as within WTO / specified tariff rate quotas. E.g., for certain products, Vietnam has
specified higher tariffs for amounts out of WTO quota, with tariffs going up to a maximum of 100%
1
Tariffs applied by the individual countries to all other CPTPP countries are based on the tariff elimination schedule for the respective countries,
for substantially all products
2
The existing tariffs applied by the individual countries to the rest of the world. The type of tariff used is MFN
3
It is noted that the CPTPP provisions allow CPTPP countries to accelerate the elimination of customs duties (compared to what the country has
committed to in the schedule). For Brunei Darussalam, MFN duties declined in 2017 to 0%
4
For Japan, the final year of liberalisation will be 2038 (Year 21)
Source: CPTPP, WITS, PwC analysis
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Automotive Parts and Components

Country

CPTPP Preferential tariff1

MFN Tariff2

2022

2034

Existing

0% - 0% & $12,000

0% - 0% & $12,000

0-5%

Brunei Darussalam3

0-15%

0%

0%

Canada

0-3.6%

0%

0-7%

Chile

0%

0%

0-6%

Japan4

0%

0%

0%

Malaysia

0%

0%

0-30%

Mexico5

0-47.5%

0-47.5%

0-15%

New Zealand

0-1.4%

0%

0-10%

Peru

0-4.9%

0%

0-9%

0%

0%

0%

0-56%

0%

0-70%

Australia

Singapore
Vietnam

Note:
● Automotive Parts and Components Sector is defined as products under HS850710, 850790, 851140, 851150, 8512, 852721, 852729, 8706,
8707 and 8708
● 2022 - Year 5
● 2034 - Year 17
● CPTPP Preferential Tariffs are subject to meeting the Rules of Origin and Product Specific Rules
● CPTPP Preferential Tariffs range is for all products, as long as within WTO / specified tariff rate quotas. E.g., for certain products, Vietnam has
specified higher tariffs for amounts out of WTO quota, with tariffs going up to a maximum of 100%
1
Tariffs applied by the individual countries to all other CPTPP countries are based on the tariff elimination schedule for the respective countries,
for substantially all products
2
The existing tariffs applied by the individual countries to the rest of the world. The type of tariff used is MFN
3
It is noted that the CPTPP provisions allow CPTPP countries to accelerate the elimination of customs duties (compared to what the country has
committed to in the schedules). For Brunei Darussalam, MFN duties declined in 2017 to 0%
4
For Japan, the final year of liberalisation will be 2038 (Year 21)
5
Mexico applies special treatment to certain Japanese automotive components and parts, whereby the tariffs faced by Japanese exporters range
from 0-16.25% in 2022
Source: CPTPP, WITS, PwC analysis
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Processed Food and Beverage
Country

CPTPP Preferential Tariff1

MFN Tariff2

2022

2034

Existing

0%

0%

0-5%

0%-$250/dal

0%

0%

0-6.8%

0%

0-313.5%

0-6%

0%

6%

0-34.3%

0%

0-52.5%

Malaysia

0%

0%

0-40%

Mexico4

0-70%

0-42%

0-158%

0%

0%

0-5%

0-9.2%

0%

0-17%

0%

0%

0%

0-35%

0%

0-100%

Australia
Brunei Darussalam
Canada
Chile
Japan3

New Zealand
Peru
Singapore
Vietnam

Note:
● Processed Food and Beverage Sector is defined as selected products under HS2, 3, 4, 7, 8 and 9 as well as all products under HS10,11, and
15 to 22
● 2022 - Year 5
● 2034 - Year 17
● CPTPP Preferential Tariffs are subject to meeting the Rules of Origin and Product Specific Rules
● CPTPP Preferential Tariffs range is for all products, as long as within WTO / specified tariff rate quotas. E.g., for certain products, Vietnam has
specified higher tariffs for amounts out of WTO quota, with tariffs going up to a maximum of 100%
1
Tariffs applied by the individual countries to all other CPTPP countries are based on the tariff elimination schedule for the respective countries,
for substantially all products
2
The existing tariffs applied by the individual countries to the rest of the world. The type of tariff used is MFN
3
For Japan, the final year of liberalisation will be 2038 (Year 21)
4
It is noted that the CPTPP provisions allow CPTPP countries to accelerate the elimination of customs duties (compared to what the country has
committed to in the schedules). For Mexico, MFN duties have declined from 0-158% in 2009-2010 to 0-75% in 2018
Source: CPTPP, WITS, PwC analysis
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Existing import duties imposed by CPTPP countries on
Malaysia by sector

Country

Sector
E&E

Palm Oil

Textiles

Machinery
and
Equipment

Chemicals

O&G

Australia

0%

0%

0%

0%

0%

0%

Brunei
Darussalam

0%

0%

0%

0%

0%

0%

0 - 9%

0 - 6%

0 - 18%

0 - 9.5%

0 - 270%

0 - 12.5%

Chile

0%

0%

0%

0%

0 - 6%

0%

Japan

0%

0%

0%

0%

0 - 21.3%

0%

Mexico

0 - 20%

3 - 5%

0 - 30%

0 - 20%

0 - 30%

0 - 5%

0%

0%

0%

0%

0%

0%

0 - 9%

0 - 9%

0 - 17%

0 - 17%

0 - 9%

0 - 9%

Singapore

0%

0%

0%

0%

0%

0%

Vietnam

0%

0%

0%

0%

0 - 20%

0 - 3%

Canada

New Zealand
Peru

Note:
● For countries with which Malaysia already has an FTA (Australia, Brunei Darussalam, Chile, Japan, New Zealand, Singapore and Vietnam),
existing tariffs are based on the latest data available in the WITS database and only capture goods which were imported by the CPTPP
countries from Malaysia in 2019. The type of tariff used is Effectively Applied tariff (AHS), which is the lowest available tariff
● For the countries with which Malaysia does not have an FTA (Canada, Mexico and Peru), existing tariffs are based on Annex 2-D Tariff
Elimination Schedules. The type of tariff used is MFN
Source: WITS, PwC analysis
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Country

Sector
Plastics

Metal, and
Iron and
Steel

Optical and
Scientific
Equipment

Medical
Devices

Automotive
Parts and
Components

Processed
Food and
Beverage

Australia

0%

0%

0%

0%

0%

0%

Brunei
Darussalam

0%

0%

0%

0%

0%

0%

0 - 6.5%

0 - 11%

0 - 6%

0 - 15.5%

0 - 7%

0 - 313.5%

Chile

0 - 6%

0%

0%

0%

0%

0%

Japan

0%

0%

0%

0%

0%

0 - 50%

Mexico

0 - 15%

0 - 20%

0 - 15%

0 - 15%

0 - 15%

0 - 158%

0%

0%

0%

0%

0%

0%

0 - 9%

0 - 9%

0 - 9%

0 - 9%

0 - 9%

0 - 17%

Singapore

0%

0%

0%

0%

0%

0%

Vietnam

0%

0%

0%

0%

0%

0 - 5%

Canada

New Zealand
Peru

Note:
● For countries with which Malaysia already has an FTA (Australia, Brunei Darussalam, Chile, Japan, New Zealand, Singapore and Vietnam),
existing tariffs are based on the latest data available in the WITS database and only capture goods which were imported by the CPTPP
countries from Malaysia in 2019. The type of tariff used is Effectively Applied tariff (AHS), which is the lowest available tariff
● For the countries with which Malaysia does not have an FTA (Canada, Mexico and Peru), existing tariffs are based on Annex 2-D Tariff
Elimination Schedules. The type of tariff used is MFN
Source: WITS, PwC analysis
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Existing import duties imposed by Malaysia on CPTPP
countries by sector

Country

Sector
E&E

Palm Oil

Textiles

Machinery
and
Equipment

Chemicals

O&G

Australia

0 - 30%

0%

0 - 20%

0 - 35%

0 - 30%

0 - 5%

Brunei
Darussalam

0 - 30%

0%

0 - 20%

0 - 30%

0 - 30%

0 - 5%

Canada

0 - 30%

0 - 5%

0 - 20%

0 - 35%

0 - 50%

0 - 5%

Chile

0 - 5%

0%

0%

0 - 25%

0 - 30%

5%

Japan

0 - 30%

0%

0 - 20%

0 - 35%

0 - 50%

0%

Mexico

0 - 30%

0 - 5%

0 - 20%

0 - 35%

0 - 50%

0 - 5%

New Zealand

0 - 30%

0%

0 - 20%

0 - 30%

0 - 30%

0 - 5%

Peru

0 - 30%

0 - 5%

0 - 20%

0 - 35%

0 - 50%

0 - 5%

Singapore

0 - 30%

5%

0 - 20%

0 - 35%

0 - 50%

0 - 5%

Vietnam

0 - 30%

0%

0 - 20%

0 - 30%

0 - 30%

0 - 5%

Note:
● For countries with which Malaysia already has an FTA (Australia, Brunei Darussalam, Chile, Japan, New Zealand, Singapore and Vietnam),
existing tariffs are based on the latest data available in the WITS database and only capture goods which were imported by Malaysia from the
CPTPP countries in 2020. The type of tariff used is Effectively Applied tariff (AHS), which is the lowest available tariff
● For the countries with which Malaysia does not have an FTA (Canada, Mexico and Peru), existing tariffs are taken from the Annex 2-D
Malaysia Tariff Elimination Schedule. The type of tariff used is MFN
Source: WITS, PwC analysis
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Country

Sector
Plastics

Metal, and
Iron and
Steel

Optical and
Scientific
Equipment

Medical
Devices

Automotive
Parts and
Components

Processed
Food and
Beverage

Australia

0 - 30%

0 - 30%

0 - 12%

0%

0 - 30%

0 - 20%

Brunei
Darussalam

0 - 30%

0 - 30%

0%

0%

0 - 30%

0 - 20%

Canada

0 - 30%

0 - 30%

0 - 20%

0%

0 - 30%

0 - 50%

Chile

0 - 30%

0 - 15%

0%

0%

5 - 30%

0 - 20%

Japan

0 - 30%

0 - 30%

0 - 25%

0%

0 - 30%

0 - 40%

Mexico

0 - 30%

0 - 30%

0 - 20%

0%

0 - 30%

0 - 50%

New Zealand

0 - 30%

0 - 25%

0%

0%

0 - 30%

0 - 20%

Peru

0 - 30%

0 - 30%

0 - 20%

0%

0 - 30%

0 - 50%

Singapore

0 - 30%

0 - 30%

0 - 25%

0%

0 - 30%

0 - 40%

Vietnam

0 - 30%

0 - 30%

0 - 12%

0%

0 - 30%

0 - 40%

Note:
● For countries with which Malaysia already has an FTA (Australia, Brunei Darussalam, Chile, Japan, New Zealand, Singapore and Vietnam),
existing tariffs are based on the latest data available in the WITS database and only capture goods which were imported by Malaysia from the
CPTPP countries in 2020. The type of tariff used is Effectively Applied tariff (AHS), which is the lowest available tariff
● For the countries with which Malaysia does not have an FTA (Canada, Mexico and Peru), existing tariffs are taken from the Annex 2-D
Malaysia Tariff Elimination Schedule. The type of tariff used is MFN
Source: WITS, PwC analysis
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Components of key economic sectors for trade analysis

Data for Malaysia’s breakdown of exports and imports by product used in Section 5 - Key findings and
analysis: Implications on key economic sectors of the Study is based on Standard International Trade
Classification (SITC).
These SITC codes are sourced from the Malaysia External Trade Statistics System (METS) and World
Integrated Trade Solution (WITS) as follows:
Sector

E&E

Division Group

Description

75

Office machines and automatic data processing machines

76

Telecommunications and sound-recording, and reproducing apparatus and
equipment

77

Electrical machinery, app and appliances, and electrical parts thereof

08

Feeding stuff for animals (not including
unmilled cereals)

09

Miscellaneous edible products and preparations

29

Crude animal and vegetable materials, n.e.s.

42

Fixed vegetable fats and oils, crude, refined or fractionated

43

Animal or vegetable fats and oils, processed; waxes of animal or
vegetable origin; inedible mixtures or preparations of animal or vegetable
fats or oils, n.e.s.

51

Organic chemicals

54

Medicinal and pharmaceutical products

55

Essential oils and resinoids and perfume materials; toilet, polishing and
cleansing preparations

59

Chemical materials and products, n.e.s.

89

Miscellaneous manufactured articles, n.e.s.

26

Textile fibres and their wastes (not manufactured into yarn or fabric)

65

Textile yarn, fabrics, made-up articles, and related products

84

Clothing and clothing accessories

Palm Oil

Textiles

Item
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Sector

Machinery
and
Equipment

Chemicals

Division Group Item

Description

71

Power-generating machinery and equipment

72

Machinery specialized for particular industries

73

Metalworking machinery

74

General industrial machinery and equipment, and machine parts

51

Organic chemicals

52

Inorganic chemicals

53

Dyeing, tanning and colouring materials

54

Medicinal and pharmaceutical products

55

Essential oils and resinoids, perfume materials; toilet, polishing and
cleansing prepns

56

Fertilizers (other than those of group 272)

59

Chemical materials and products

33

Petroleum, petroleum products and related materials

Oil and
Gas

333

Petroleum oils and oils obtained from bituminous minerals, crude

334

Petroleum oils and oils from bituminous minerals (other than crude);
petroleum products

335

Residual petroleum products and related materials

34

Gas, natural and manufactured
342

Liquefied propane and butane

343

Natural gas

344

Petroleum gases and other gaseous hydrocarbons
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Sector

Division Group Item

Description

57

Plastics in primary forms

58

Plastics in non-primary forms

67

Iron and steel

68

Non-ferrous metals

69

Manufactures of metals

87

Professional, scientific and controlling instruments and apparatus

88

Photographic apparatus, equipment and supplies and optical goods,
watches and clocks

Plastics

Metal, and
Iron and
Steel

Optical
and
Scientific
Equipment
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Sector Division Group

Item

Sub
item

54

Description
Medicinal and pharmaceutical products
Medicinal and pharmaceutical products, other than medicaments of
group 542

541
5419

Pharmaceutical goods, other than medicaments
54199

Other pharmaceutical goods; pharmaceutical waste
Essential oils and resinoids and perfume materials; toilet, polishing
and cleansing preparations

55
553

Perfumery, cosmetic or toilet preparations (excluding soaps)
Preparations for oral/dental hygiene, including denture fixative
pastes & powders; yarn used to clean between the teeth (dental
floss), in individual retail packages

5534
Medical
Devices

55340
59

Preparation for oral, dental hygiene
Chemical materials and products, n.e.s.

598

Miscellaneous chemical products, n.e.s.
5989

Chemical products and preparations, n.e.s.
59895

62

Modelling pastes etc.
Rubber manufactures, n.e.s.

629

Articles of rubber, n.e.s
Hygienic or pharmaceutical articles (including teats), of unhardened
vulcanized rubber, with or without fittings of hard rubber

6291
62911

Sheath contraceptives
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Sector Division Group

Item

Sub
item

65

Textile yarn, fabrics, made-up articles, n.e.s., and related products
658

Made-up articles, wholly or chiefly of textile materials, n.e.s.
6589

Made-up articles of textile materials, n.e.s.
65893

66

Life-jackets, life-belts including dress patterns
Non-metallic mineral manufactures, n.e.s.

663

Mineral manufactures, n.e.s.
6633

Manufactures of mineral materials, n.e.s. (other than ceramic)
66331

Articles of plaster
General industrial machinery and equipment, n.e.s., and machine
parts, n.e.s.

74
741

Medical
Devices

Description

Heating and cooling equipment and parts thereof, n.e.s.
Other machinery, plant and similar laboratory equipment, whether or
not electrically heated, for the treatment of materials by a process
involving a change of temperature, not being machinery or plant of a
kind used for domestic purposes

7418

74183

Medical, surgical or laboratory sterilizers
Electrical machinery, apparatus and appliances, and electrical parts
thereof

77
774

Electrodiagnostic and radiological apparatus
Electro-diagnostic apparatus; other than radiological apparatus, for
medical, surgical, dental or veterinary uses

7741
77411

Electro-cardiographs

77412

Other electro-medical equipment

77413

Ultra-violet apparatus
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Sector Division Group

Item

Sub
item

Description
Apparatus based on the use of X-rays or of alpha, beta or gamma
radiations, whether or not for medical, surgical, dental or veterinary
uses (including radiography or radiotherapy apparatus), X-ray tubes
and other X-ray generators; high tension generators

7742

77421

X-ray apparatus

77422

Alpha, beta, etc. apparatus

77423

X-ray tubes

77429

Other electro-medical parts

84

Articles of apparel and clothing accessories
Articles of apparel and clothing accessories of non textile fabrics;
headgear

848

Articles of apparel and clothing accessories (including gloves); for all
purposes, of plastics or of vulcanised rubber (other than hard
rubber)

8482

Medical
Devices

84822

Rubber gloves
Professional, scientific and controlling instruments and apparatus,
nes

87

Instruments and appliances, for medical, surgical, dental or
veterinary purposes

872
8721

Dental drill engines
87211

Other dental instruments and appliances
Instruments and appliances; used in medical, surgical or veterinary
sciences (including sight testing instruments, but excluding
electrodiagnostic and radiological instruments and apparatus)

8722
87221

Syringes, needles, etc.

87225

Ophthalmic instruments, nes

87229

Other medical instrument and appliances
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Sector

Division Group Item

Sub
item

Mechanotherapy appliances; massage apparatus; psychological
aptitude-testing apparatus; ozone therapy, oxygen therapy, aerosol
therapy, artificial respiration or other therapeutic respiration
apparatus; other breathing appliances and gas masks (excluding

8723

87231

Mechano-therapy appliances

87233

Ozone,oxygen etc. therapy

87235

Other breathing appliances, etc.
Medical, dental, surgical/veterinary furniture (e.g., operating tables,
examination tables, hospital beds with mechanical fittings, dentists;
chairs); barbersÆ chairs & similar chairs with rotating, reclining &
elevating movements

8724

Medical
Devices

Description

87240

Medical, barber's furniture
Photographic apparatus, equipment and supplies and optical goods,
watches and clocks

88
884

Optical goods
Optical fibres and optical fibre bundles; optical fibre cables; other than
those of subgroup 773.1; sheets and plates of polarising material;
lenses (including contact lenses), prisms, mirror and other optical
elements, of any material, unmounted

8841

88411

Contact lenses

88415

Spectacle lenses of glass

88417

Spectacle lenses of other materials
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Sector Division Group

Item

Sub
item

89

Miscellaneous manufactured articles
899

Miscellaneous manufactured articles
Orthopedic appliance (including crutches, surgical belts and trusses);
splints and other fracture appliance; artificial parts of the body;
hearing aids and other appliance which are worn or carried or
implanted in the body, to compensate for a defects

8996

Medical
Devices

Description

89961

Hearing aids, excluding parts and accessories

89963

Orthopaedic appliances

89965

Artificial teeth and dental fittings

89966

Other artificial body parts

89967

Pacemakers,cardiac excluding parts and accessories

89969

Other appliances,disabled
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Sector

Division Group Item

Sub
item

78

Road vehicles (including air-cushion vehicles)
Parts and accessories of motor vehicles of groups 722, 781, 782
and 783

784

78410

Chassis fitted with engines, for the motor vehicles of groups 722,
781, 782 and 783
Bodies (including cabs), for the motor vehicles of groups 722,
781, 782 and 783

7842

Automotive
Parts and
components

Description

78421

Bodies (including cabs), for the motor vehicles of group 781

78425

Bodies (including cabs), for the motor vehicles of groups 722, 782
and 783
Motor vehicles; parts and accessories, in group 784, for groups
722, 781, 782 and 783

7843
78431

Bumpers, and parts thereof

78432

Other parts and accessories of bodies (including cabs)

78433

Brakes and servo-brakes and parts thereof

78434

Gearboxes

78435

Drive-axles with differential, whether or not provided with other
transmission components

78439

Other parts and accessories
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Sector

Processed
Food and
Beverage

Division Group Item

Description

01

Meat and meat preparations

02

Dairy products and birds' eggs

03

Fish (not marine mammals), crustaceans, molluscs
and aquatic invertebrates and preparations thereof

04

Cereals and cereal preparations

05

Vegetables and fruit

06

Sugars, sugar preparations and honey

07

Coffee, tea, cocoa, spices, and manufactures thereof

09

Miscellaneous edible products and preparations

11

Beverages
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Malaysia’s liberalised Services Activities

Services liberalised in 2009
1. Computer and related services
• Consultancy services related to the installation of computer hardware
• Software implementation services - systems and software consulting services: systems analysis services;
systems design services; programming services and systems maintenance services
• Data processing services - input preparation services: data processing and tabulation services; time
sharing services and other data processing services
• Data base services
• Maintenance and Repair Services of Computers
• Other services - data preparation services: training services; data recovery services; and development of
creative content
2. Health and social services
• All veterinary services
• Welfare services delivered through residential institutions to aged and the handicapped
• Welfare services delivered through residential institutions to children
• Child day-care services including day-care services for the handicapped
• Vocational rehabilitation services for handicapped
3. Tourism services
• Theme Park
• Convention and Exhibition Centre (seating capacity of above 5,000)
• Travel Agencies and Tour Operators Services (For inbound travel only)
• Hotel and Restaurant services (for 4 and 5 star hotels only)
• Food Serving Services (for services provided in 4 and 5 star hotels only)
• Beverage Serving Services for consumption on the premises (for services provided in 4 and 5 star hotels
only)
4. Transport services
• Class C Freight Transportation (Private Carrier License – to transport own goods)
5. Sporting and other recreational services
• Sporting Services (Sports event promotion and organisation services)
6. Business services
• Regional Distribution Centre
• International Procurement Centre
• Technical Testing and Analysis Services - composition and purity testing and analysis services, testing and
analysis services of physical properties, testing and analysis services of integrated mechanical and
electrical systems, and technical inspection services
• Management Consulting Services - general, financial (excluding business tax) marketing, human
resources, production and public relations services
7. Rental/leasing services without operators
• Rental/Leasing services of ships that excludes cabotage and offshore trades
• Rental of cargo vessels without crew (Bareboat Charter) for international shipping
8. Supporting and auxiliary transport services
• Maritime Agency services
• Vessel salvage and refloating services
Source: EU-Malaysia Chamber of Commerce and Industry
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Services liberalised in 2012
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.

Application service provider – ASP licence
Network service provider – NSP and network facilities provider – NFP licences
Courier services
Private hospitals
Medical specialists clinics
Dental specialists clinics
Private universities
International schools
Technical and vocational schools
Technical and vocational schools for students with special needs
Skills training centres
Accounting (including audit) and taxation
Architectural services
Engineering services
Legal services
Departmental and specialty stores
Incineration services
Quantity surveying services

Source: EU-Malaysia Chamber of Commerce and Industry
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Government procurement contract thresholds

Thresholds for countries without transition period
Country

Threshold
Goods and services

Construction services

Australia, Canada, New
Zealand, Singapore

SDR130,000

SDR5,000,000

Mexico

USD79,507

USD10,335,931

Peru, Chile

SDR95,000

SDR5,000,000

Japan

SDR100,000

SDR4,500,000

Note: The above refers to Central Government procurement threshold
Source: Annex 15-A

Thresholds for countries with transition period (i.e. Malaysia, Brunei Darussalam and Vietnam)
Malaysia
Threshold1

Year
Goods

Services

Construction services

SDR1,500,000

SDR2,000,000

SDR63,000,000

5

SDR800,000

SDR1,000,000

SDR63,000,000

6-7

SDR800,000

SDR1,000,000

SDR50,000,000

8-9

SDR130,0002

SDR500,000

SDR50,000,000

SDR130,0003

SDR50,000,000

1-4

10
11-15

SDR40,000,000

16-20

SDR30,000,000

21 onwards

SDR14,000,000

Note:
1
The above refers to Central Government procurement threshold
2
The threshold for Goods is set at SDR130,000 from Year 8 onwards
3
The threshold for Services is set at SDR130,000 from Year 10 onwards
Source: Annex 15-A Schedule of Malaysia
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Brunei Darussalam
Year

Goods and services

Construction services

1-2

SDR250,000

SDR5,000,000

3-4

SDR190,000

5 onwards

SDR130,000

Note: The above refers to Central Government procurement threshold
Source: Annex 15-A Schedule of Brunei Darussalam

Vietnam
Year

Goods and services

Construction services

1-5

SDR2,000,000

SDR65,200,000

6-10

SDR1,500,000

SDR32,600,000

11-15

SDR1,000,000

SDR16,300,000

16-20

SDR260,000

SDR8,500,000

21-25

SDR190,000

26 onwards

SDR130,000

Note: The above refers to Central Government procurement threshold
Source: Annex 15-A Schedule of Vietnam
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List of suspensions from the original TPPA

Chapter

Suspended provisions

Chapter 5: Customs
Administration and Trade
Facilitation

• Article 5.7.1(f) Express Shipments - second sentence

Chapter 9: Investment

• Article 9.1 Definitions - “investment agreement” and “investment authorisations” and
associated footnotes

• Article 9.19.1 “(a)(i)(B)”, “(a)(i)(C)”, “(b)(i)(B)”, “(b)(i)(C)” and associated footnotes
• Article 9.19.2 and associated footnotes
• Article 9.19.3(b) “investment authorisation or investment agreement”
• Article 9.22.5 Selection of Arbitrators
• Article 9.25.2 Governing Law
• Annex 9-L Investment Agreements
Chapter 10: Cross-Border
Trade in Services

• Annex 10-B Express Delivery Services – paragraph 5 and 6

Chapter 11: Financial
Services

• Article 11.2.2(b), footnote 3 and Annex 11-E

Chapter 13:
Telecommunications

• Article 13.21.1(d) Resolution of Telecommunications Disputes

Chapter 15: Government
Procurement

• Article 15.8.5 labour rights in conditions for participation
• Article 15.24.2 "No later than three years after the date of entry into force of this
Agreement"

Chapter 18: Intellectual
Property

• Article 18.8: National Treatment footnote 4 - final two sentences
• Article 18.37: Patentable Subject Matter - Paragraph 2
• Article 18.37: Patentable Subject Matter - Paragraph 4, second sentence
• Article 18.46: Patent Term Adjustment for Unreasonable Granting Authority Delays
• Article 18:48: Patent Term Adjustment for Unreasonable Curtailment
• Article 18.50: Protection of Undisclosed Test or Other Data
• Article 18.51: Biologics
• Article 18.63: Term of Protection for Copyright and Related Rights)
• Article 18.68: Technological Protection Measures
• Article 18.69: Rights Management Information
• Article 18.79: Protection of Encrypted Program-Carrying Satellite and Cable Signals
• Article 18.82: ISP Liability and Annexes 18-E and 18-F

Chapter 20: Environment

• Article 20.17.5 "or another applicable law" and footnote 26

Chapter 26: Transparency
and Anti-corruption

• Annex 26A - Article 3 on Procedural Fairness

Annex IV – State-Owned
• Malaysia "after signature of this Agreement" (in regards to certain PETRONAS’
Enterprises and Designated commitments)
Monopolies
Annex II – Investment and
Cross-Border Trade in
Services

• Brunei Darussalam – 14 – Coal – paragraph 3 "after the signature of this Agreement".

Source: CPTPP, Australian Government Department of Foreign Affairs and Trade
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