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MSMEs represent majority of businesses worldwide, contributing significantly
to the economic well being of a nation
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Profile : 99.8%
GDP : 53.1%

Employment : 65.2%

United Kingdom

Profile 2 99.9%
GDP : 52.6%
Employment : 60.7%
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Employment : 69.0%
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India

Profile :99.0%
GDP 0 29.2%
Exports :43.6%

Australia
Profile 1 99.8%
GDP : 54.5%

Employment : 66.0%
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Brunei
Profile 1 97.3%
GDP 1 26.7%

Employment : 55.7%

Republic of Korea
Profile :99.9%
GDP :52.6%

Employment : 60.7%

Hong Kong
: 98.0%

Profile
Employment : 45.0%

Chinese Taipei

Profile : 98.9%
GDP :51.6%
Exports 1 24.6%

Employment : 79.9%
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Profile 2 99.6%
GDP 1 44.0%
Employment : 64.7%
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Thailand

Profile :99.5%

GDP 1 35.2%

Employment : 84.5%

Singapore
Profile - 99.5%
GDP 1 44.0%

Employment : 71.0%
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In Malaysia, MSMEs represent majority 96.9% of overall establishments in the
country

1,101,725 MSMEs in 2023 Services )
83.9% (924,170fimms)
Micro | c
i) onstruction
(?6?:1;71 ﬁfr’\s) 9. 3%5 (102657 fims) ’
Manufacturing
grgall50/ . .4°/o (69,316 fims) '
.0 /0
(314,465 firms)
Agriculture
. 1.2% (13,099fms) D
Medium .
1.8% ini i
Mining & Quarrying
(19,839 fims) 0.2°/o (2483 fims) '

Source: Department of Statistics, Malaysia 3
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MSME performance continued to be resilient in 2023 with positive growth being
recorded across key macroeconomic indicators

GDP

in 2023

GDP VALUE RMé613.1 bilion

(~USD140.3 billion)

CONTRIBUTION 39.1% (2022: 38.6%)
GROWTH 5.0% (2022: 12.3%)

EXPORTS

in 2023

EXPORTS VALUE RM152.2 bilion

(~USD34.8 bilion)

CONTRIBUTION  12.2% (2022: 10.6%)
GROWTH  4.5% (2022: 17.2%)

NUMBER OF WORKERS 7.86 mil workers
(2022: 7.59 mil workers)
EMPLOYMENT @=8  _uunon 2o

in 2023
GROWTH 3.5% (2022: 3.8%)
/x e = RM4.37/USD1 (Central Bank of Malaysia, 1 November 2024)
SM E Euoﬁp Source: Department of Statistics, Malaysia 4
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Despite the significant benefits it brings, there are several challenges that hinder
MSMEs integration into the global value chains

BENEFITS COMPETITION KEY HINDRANCE
of integrating into GVCs ‘I :‘ ‘I of integrating into GVCs

Issues in competitive pricing and

Improved product quality, operational
market relevance

efficiency and innovation
FINANCE

2 0. 2

Higher costs in adhering to foreign

Enhanced cash flow and financial
standards & regulatory requirement

support
TECHNICAL

3 CAPACITY 3

4 CERTIFICATION

INTERNAL. This information is accessible to AB d outside ADB with appropriate permission.
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Malaysian MSMEs mostly serve domestic market, with potential to be expanded
to the Global Value Chain (GVC)

CHALLENGES

MSMEs " linkage with - Almost 407 of MSMEs MSMEs contribution Increase in back-
large firms is still low. in wholesale & retail Awareness on ESG T
: . . : : end digitalisation &
Only 1/4 supplying to industry, operating in increasing: 26% .
: . automation: 53.8%
large firms though in downstream of value : (2021) to 40%
: ) L ) notable increase ) (2023) to 75.2%
increasing trend from  chain, limits potential (2024). Adoption to :
; . from 10.6% (2022) to (2024). Capacity vs
19% (2021) to0 26.2% to be involved in high 12.2% (2023) be accelerated capability
(2024) impact industries e

to total exports is sfill
low, despite a

SMEEMQ@P Source: Various surveys, SME Corp. Malaysia 6
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Global footprint of Malaysian MSMEs can be improved

FUTURE EXPORTERS EXPORTS SALES MAIN MARKETS KEY HINDRANCE
57.8% of current More firms earned Main destinations = No market
non-exporters plan 1-20% share of for exports are linkers
I to go abroad exports sales to Singapore, = Lack of exports-
1 __ total sales in 2023 Indonesia and related training
_ l.e. 62.3% in 2023 vs Thailand = Unable to get
6 97 of respondents are o) - : .
I ° O exporters (2023: 15.0%) 52.0% in 2022 financing

BENEFITS RECEIVED WHY DID NOT USE FTAs?

ONLY

Reduction / elimination " Lack of knowledge

. . 45%  75.1% 8
Free Trade \| 6.2% of import duties SR 2.LL00 4 about FTAs

Agreements

\ Do not know about
55.8%  the application

of respondents
leverage on FTAs

customs trits | 9L:6%
....particularly FTA ASEAN ./ procedure

and FTA ASEAN - China Penetration & expansion

51.6%
of markets overseas
Sources: MSME Survey 202 3&rR02 4n(H¥bEn&zion [2-abAala)Siddpe Management and Staff. It may be shared outside ADB with appropriate permission.




Hence, long-term strategies are proposed in 2 focus areas to accelerate MSME

participation in global market

Focus Area 1
Value Chain in

High Impact Industries

Realign MSMEs to participate in
value chains of high-impact
industries

Accelerate business linkages
with larger firms and assist MSMEs
on complionce to market &
technological requirements

Accommodate global shift
towards innovation and
technological advancements

Business
Transformation
Strategy

Focus Area 2
Internationalisation
of SMEs

Supported by Malaysia’s stance
in encouraging FDIs

Greater supply chain
integration through business
matching, FTAs, e-Commerce
and international standards

Market Linkage Programme to
facilitate SMEs
internationalisation activities
such as capacity building and
market intelligence
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Special emphasis on 8 high impact industries
will serve as a powerful impetus for a
quantum leap in GDP growth

Oil & Gas Aerospace

...Industries are aligned with national policy
documents such as Twelfth Malaysia Plan and Tourism :

. Agriculture
New Industrial Master Plan 2030 (NIMP2030) C

v"high growth potential and significant spillover
effects to other industries

v exports through supply to large firms V7 s W S 8 HIGH IMPACT m
v major industries in Malaysia's free frade zones Medical INDUSTRIES

Devices

Electrical &
Electronics
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EEEE | o m—— | 1 " Biotechnology | Halal Industry
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These measures for MSMEs are guided by changing global trends based on 3 broad

lenses namely consumer, market and technology

Global Supply Chain Integration
Technological advancement in distribution and logistics services as enablers

for increased supply chain efficiency and participation within GVCs

Conscious Consumerism Demanding Supply Chain Transparency
Firms vulnerable to reputational risks and subject to transparency demands

by consumers regarding its supply chain

03 |  More Innovative Solutions for Alternatives to Scarce Resources
| Businesses to diversify sources of raw material for reliable and sustainable

solutions should future unforeseen events of supply chain insufficiency

C

MECOHP Source: Business Strategic Plan of SME Corp. Malaysia (2022 — 2030)
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Multipronged measures encompassing a holistic framework will be an added
advantage for Malaysian MSMEs to be integrated in the global value chain
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SME CORPORATION MALAYSIA "

SCORE™“ PUS |estari PRESTIGE gso"él'f—f@,

Sustainability # High Growth \

 SME Competitiveness » PKSlestari, an initiative * Programme « SMEs Export Enhancement
Rating for Enhancement accelerate adoption of ESG Enhancement of Strateglc Programme assist SMEs in
(SCORE) is a diagnostic tool among MSMEs. Industry and High Growth internationalisation  activities
used to rate and enhance the Enterprise (PRESTIGE) and export capacity building.
competitiveness of MSMEs « MSME sustainability ecosystem develops high growth MSMEs
based on their performance in the programme consists of 6 in strategic industries. * Appointed Market Linker under
and capabilities. critical areas; Awareness and the programme covers:
Education; MSME ESG » Targeted approach through: — Export development training;
* A tool to facilitate linkages of Assessment; Policy Support; — Technology Adoption; — Firm assessment;
potential MSMEs with large Market Access; Standards & — Organisational — Export guidance; and
companies and launch firms Compliance; and Financing & Transformation; and — Market exploration activities.
into the international market. other incentives. — Marketing Strategy
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A success story of MSME that is fully integrated in GVC

COMPANY BACKGROUND PRODUCTS MARKET PENETRATION SUSTAINABILITY
« Manufacturer of airframe and engine (" 81-100% ) Firm has
system components. Also supply aero ADVANCED level
structures parts to the tier-1 and tier-2 .
: in terms of ESG
passenger aircraft parts (B787, A350, ractice. with a
A380 and A400M). pscore 10
ADVANCED Y

« Serving industries mainly in aerospace,
oil & gas, semiconductor, electronics and
other industrial supplies.

Firm has ESG strengths in:
« Safety & Health; Risk

5 & 65% Domestic Market Governance & Internal Controls;
. : : = ; Labour Practices & Standards;
- Extensive experience, has been in 1 o Disclosure.  Transparency &
operation for almost 39 years, since 1985. a2 35% Export Market 1ransp y
Data Protection; CSR.

CERTIFICATIONS OBTAINED FOR MARKET ACCESS CLIENTS
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Key take-away points

MSMESs need to be part of GVCs to ensure long-term survival
of the business and contribute significantly to the economic

A structured approach in Government intervention will further
facilitate MSMEs integration into GVCs

MSMEs should invest in skills and technology to boost
credibility and attractiveness to buyers

Effective supply chain management and staying adaptable to
market trends are essential to meet GVC demands.
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