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Main Points from the Survey Results

1. Production/operation at Japanese companies has recovered but roughly half of hon-manufacturing are at pre-Covid
levels

B Compared to before Covid-19, the top response by the manufacturing sector is “Above pre-Covid level” while for non-
manufacturing it is “Same as pre-Covid-19 level.” Operation at roughly half of the non-manufacturing companies still had not
recovered to pre-Covid-19 levels.

B Since the floods at the end of 2021, some respondents replied their supplier still had some damage. As a countermeasure to
avoid supply chain issues some had changed their domestic raw materials/parts supplier.

2. Issue for manufacturing was worker shortage, for non-manufacturing restriction on sales activities

B Under operational issues, “Worker shortage” is the highest by far for manufacturing, followed by logistics disruption issues like
“Late delivery of products/parts/raw materials from overseas supplier”, “Sea/air freight issues”.

B For non-manufacturing, restriction on face-to-face interaction is a hindrance such as “Restriction on domestic sales activities”.
3. Investment continues to be on an expansion trend

B Roughly 20% of both manufacturing and non-manufacturing sectors were considering “Pure expansion, new business
development” . It is the same trend as in the previous survey.

B Reasons for expansion are, “In the midst of shifting from current product to high added value product”, “Changing needs due to
growing middle class”, “English proficiency and education level are high and lower cost than Singapore”, etc.

4. As an investment destination attraction is “English proficiency”; issues were “Complicated visa application process”,
“Political uncertainty”

B As in the past, the main attractions of Malaysia as a medium to long term investment destination were “English proficiency of
workers/citizens”, “Safety/security” and “Good living environment”.

B Trade and investment issues are “Complicated visa application process” and “Political uncertainty”, “Frequent changes in
regulation”.

5. Regarding labor, rising wages are an issue as well as various expatriate employment and foreign worker policy
matters

B “Rising wages”, “Retention of workers” are key labor related issues.
Duration and complexity of Employment Pass(EP) application process for expatriates continued to be an issue.
Regarding foreign worker policy, 60% of manufacturing want hiring of new workers to resume.

. To the Malaysian government, calls to amend foreign worker policy and improve how regulations are implemented
In particular, the manufacturing sector wants hiring of new workers to resume in light of the serious foreign worker shortage.
Requests to standardize method of government announcements, and a provide English version remains high.

EEgE N
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Survey Outline/Profile of Responding Companies

Outline of the Survey/
Profile of Respondent Companies (1)

Survey conducted by

m JACTIM
B JETRO Kuala Lumpur

Objective of the Survey

B To grasp the activity status of Japanese companies in
Malaysia, disseminate the survey result widely, and
utilize it for policy proposals to the Malaysian
government.

Main Survey Topics

Current operating status/issues

Future business policy

Attractiveness & challenges as an investment
destination

4. Labor issues

5. Taxation matters

6. Presenting our requests to the Malaysian government

Survey Respondents

B JACTIM member companies: 557
X Local corporations/branches and representative office.
Excludes individual members.

Survey Period

B 19 January - 18 February 2022

Response Status

B Number of valid responses : 174 companies
(response ratio: 31.2%)

0L =

Respondents by sector

_ No. of companies Composition ratio (%)

Manufacturing sector 98: 56.3
Non-manufacturing sector 76 43.7
Total 174 100.0

Respondents by company size
_ No. of companies Composition ratio (%)

Large Enterprise 77.0
SME 36§ 20.7
No parent company in Japan 4 2.3
Total 174 100.0

Respondents by state/region

companies ratio (%)
Kuala Lumpur : 31.0
Selangor 58 33.3
Negeri Sembilan 7: 4.0
Malacca 5: 2.9
Perak 9 5.2
Johore 10; 5.7
Penang 18 10.3
Northern region (Kedah, Perlis) 8 4.6
East coast region (Pahang, Kelantan, Terengganu) 4 2.3
East Malaysia (Sabah, Sarawak, Labuan) 1 0.6
Total 174 100.0

Copyright © 2022 JACTIM & JETRO. All rights reserved.
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Survey Outline/Profile of Responding Companies

Number of Employees

<Manufacturing (n=98) >

30.0

Outline of the Survey/
Profile of Respondent Companies (2)

(%)

50.0

<Non-manufacturing (n=76) > (%)

40.0

30.0

20.0

10.0

0.0

30 or
lesser

31~50 51~70 71~100 101~300 More than

301

Percentages of Malaysian Employees

Manufacturing

(n=97)
Non-manufacturing
56.6 6.6
(n=76)
W More than 90% m 50% to 90% Less than 50%

Number of Malaysian Employees (person)

No. of Persons

Total (n=173) 66,618
Manufacturing (n=97) 55,814
Non-manufacturing (n=76) 10,804
Employment of Foreign Worker (%)
Total (n=173) 50.3: 49.7
Manufacturing (n=97) 64.9§ 35.1
Non-manufacturing (n=76) 31.6 68.4

(Note) Companies that did not disclose number of employees were
excluded from the denominator, therefore, the “Total” does not
tally with the total respondents in the previous slide.
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1-1 Production/Operating Status (as of response date):
- Signs of recovery

Compared to pre-Covid-19 period?%, 35.8% of the companies in the manufacturing sector responded that their production was
“Above pre-Covid-19 level”. While in the non-manufacturing sector, nearly half or 45.3% selected “Same as pre-Covid-19 level”.
These indicate strong signs of recovery.

m  On the other hand, operation for nearly half of the non-manufacturing companies had not return to pre-Covid-19 levels. It is hoped
that the domestic economy would recover further.

*Defined as “March 2020".

<Manufacturing> Production (Single answer) = <Non-manufacturing> Operation (Single answer)

(%) (%)
0.0 20.0 40.0 0.0 20.0 40.0 60.0

Above pre-Covid-19 level .5,3

Above pre-Covid-19 level

Same as pre-Covid-19 level Same as pre-Covid-19 level

80% of pre-Covid-19 level 80% of pre-Covid-19 level

50-80% of pre-Covid-19 level 50-80% of pre-Covid-19 level

30-50% of pre-Covid-19 level 30-50% of pre-Covid-19 level

Less than 30% of pre-Covid-
19 level

Less than 30% of pre-Covid-
19 level

m Manufacturing(n=95) m Non-manufacturing(n=75)
(Note) Companies with no answer were removed from the denominator Copyright © 2022 JACTIM & JETRO. Al rights reserved. | @



1. Current Operating Status/Issues

1-2 Issues: Manpower shortage in manufacturing sector;
- Restriction of sales activities in non-manufacturing sector

m There was a clear difference between manufacturing and non-manufacturing on operational issues. For
manufacturing, “Worker shortage” stood out at 66.3%, followed by logistics disruption issues such as “Late
delivery of products/parts/raw materials”, “Sea/air freight issues (space, higher fees, delay, etc.)”

m For non-manufacturing, the hindrance was restriction on in-person activities such as “Restriction on sales
activities in Malaysia (such as visiting clients)”

Current Operational Issues (Top 10 issues) (Multiple answers allowed) (%)

0.0 10.0 20.0 30.0 40.0 50.0 60.0 70.0

Late delivery of products/parts/raw material from overseas 43.7
supplier

59.2

Sea - air freight issues (space, higher fees, delay, etc.) 43.7 57.1

Worker shortage 66.3

‘
N
|

Restriction on overseas sales activities (eg. Visiting clients)

Restriction on domestic sales activities (eg. Visiting clients)
52.6

Fewer business opportunities
39.5

Localization (of core personnel)

‘I\J !
iy
NN
N
o

Late delivery of products/parts/raw material from domestic
supplier

Drop in port/Customs operations 228

11.5
12.2
.5

Restrictions caused by government SOPs

I

m Total(n=174) m Manufacturing(n=98) Non-manufacturing(n=76)
Copyright © 2022 JACTIM & JETRO. All rights reserved. 7




1. Current Operating Status/Issues

1-3

Issues (cont.): Maintaining cash flow by
cutting down on working capital

m Other operational issues such as “Working ability was affected/limited by working from home measures” and
“Deferred/reduced orders from domestic supplier/client” were particularly common in the non-manufacturing sector.

m Cash flow problems were being overcome by “Cutting down on working capital (reserve funds)”. There were also
comments on “Increased interests burden due to higher borrowings from banks”

Other Current Operational Issues (No. 11 & below) (%)

Deferred/reduced orders from
domestic supplier/client

Working ability was affected/limited

by working from home measures
Increased order from overseas
supplier/client

Deferred/reduced orders from

overseas supplier/client

Cash flow problems

Decline of tourists

Increased order from
domestic supplier/client
Order cancellation from
overseas supplier/client
Order cancellation from
domestic supplier/client

Other

m Total(n=174)

m Manufacturing(n=98)

0.0 5.0 10.0 15.0 20.0

14.5
10.9

i
O
N
[y
'_I.
ul

Ul

18.4
16.3

|

mlj

NN

© [od
0o
N

N
©

=

o
P
o

9.2
4.0
7.1
-
4.1
% 1.1
.0
2.6
S.
10.5

Non-manufacturing(n=76)

Impact of financial difficulties

(Multiple answers allowed) %

0.0 25.0 50.0 75.0 100.0

L | | |

Cutting down on working

capital (reserve funds) 83.3

Deferred payment to
supplier

Decline in ability to pay
employees

Intensified negotiation to
reduce seling price of
products/services

Others

m Total(n=12)

Copyright © 2022 JACTIM & JETRO. All rights reserved. 8




1. Current Operating Status/Issues

1-4 Impact of Floods (1):
Certain damages to the suppliers remain

m On the impact of floods which occurred across peninsula Malaysia in December 2021, “Damages to the suppliers remain” and
“Damages incurred but fully recovered” in Selangor where the damage was most severe, achieved the same percentage.

m Specific issues raised by many were “Procurement of raw materials/parts” and “Formulation of Business Continuity Plan (BCP)” .
m Although 60% of companies nationwide were not affected, more than 20% responded “Damages to the suppliers remain”.

Issues due to heavy rain: Selangor

Current damages: Selangor (Multiple answers allowed) (Multiple answers allowed)
(%) (%)

0:0 19.0 29.0 39.0 49.0 59.0 0.0 20.0 40.0 60.0

L

Procurement of raw
22.4 i 20.7
materials/parts :

Damages to the suppliers remain

Damages incurred but fully Formulation of Business
recovered Continuity Plan(BCP) 124
Damages remain (external
damages to building, facility, I Repair of premises/ equipment . 10.3
etc.)
Damages remain (internal Unpaid leave, salary adjustment
damages such as load I 3.4 of employees 3.4
shift/collapse, products::-
Unable to receive sufficient
Damages remain in own's assistance from the Malaysian I 3.4
factory/branch 1.7 government (do not quaify)
Obtain financing 1.7
Not affected 39.7

Not affected 53.4

Others

m Total(n=58) m Total(n=58)

Copyright © 2022 JACTIM & JETRO. All rights reserved. 9




1. Current Operating Status/Issues

1-5 Impact of Floods (2):
N Have to change suppliers for raw material/parts

m 21.1% of companies nationwide responded that their supply chain had been “Affected”; It was 27.8% for
the manufacturing sector.

m To overcome the impact, the most common countermeasure taken was to “Partially changed supplier of raw
material and parts”. Roughly 60% responded that the alternate source was “Within Malaysia” while about
30% was from “Overseas”.

Impact of heavy rain on the supply chain If affected, countermeasures taken or planning to take
(Multiple answers allowed) (Multiple answers allowed)
[0)
50% 100% 010 29.0 49.0 69.0 89.0 (%)
Changed (partially) Malaysian
raw material/parts supplier e
Total (n=171) 78.9
Changed (partially) overseas
raw material/parts supplier 33.3

Changed customers
(partially)

Non-manufacturing No countermeasures taken

0%
Changed internal production 6
. 7
(partially)
Manufacturing (n=97) I 72.2

—
-
—

(n=74) 87.8
Other 8.3 m Total (n=36)
m Affected Not affected
Note: Companies with no answer were Note: Breakdown only includes companies whose supply chain was “Affected”

eXdUded from the den0m|nat0r Copyright © 2022 JACTIM & JETRO. All rights reserved. 10




Future Business Plan: As with last survey,

more than 20% are considering expansion

2

m Roughly 20% of both manufacturing and non-manufacturing sectors were considering “Pure expansion, hew business development”.

This was the same trend as the previous survey.

m Reasons given for responding to “Pure expansion, new business development” were: “In midst of shifting from current product to high
value-added product” (E&E), “EV expansion in auto sector” (steel/non-steel), “Changing needs of growing middle class”
(wholesale/retail), “English proficiency and education level are high but at a lower cost compared to Singapore” (telecommunication - IT).

Future business plan in Malaysia
(Multiple answers allowed)

Survey between Jan-Feb 2022

0.0 100 20.0 30.0 40.0 50.0 60.0

(%)

70.0

Maintain status quo _ 59.2

Expansion: transfer to Malaysia from
overseas (includes partial transfer)

e 2
6.6
I 245

28.9
g 31
11.8

Expansion: pure extension/new business
development

Expansion: M&A

Contraction: partial transfer from Malaysia
to parent company in Japan

1

Woo

Contraction: partial transfer from Malaysia
to a country other than Japan

Contraction: pure contraction I

0

0
5
.0
0
3

Withdrawal: total transfer from Malaysia to
parent company in Japan

Withdrawal: total transfer to a country
other than Japan

Withdrawal: closing business

00 90 00 .n O
OO OO OO |,¢

m Manufacturing(n=98)

63.2

Non-manufacturing(n=76)

Note: “Others” is not displayed

Future business plan in Malaysia
(Multiple answers allowed)

Survey between Jan-Feb 2021

0.0 10.0 20.0 30.0 40.0 50.0 60.0 70.0

Maintain status quo _ 62.2

(%)

59.1
Expansion: transfer to Malaysia from . 4.5
overseas (includes partial transfer) 1.1
Expansion: pure expansion, new _ 21.6
business development 25.0
Expansion: M&A . 4'511 4
Contraction: partial transfer from I 2.7
Malaysia to parent company in Japan 2.3
Contraction: partial transfer from . 5.4
Malaysia to a country other than Japan 2.3
Contraction: pure contraction I 2'577
Withdrawal: total transfer from I 0.9
Malaysia to parent company in Japan 0.0
Withdrawal: total transfer from I 0.9
Malaysia to a country other than Japan 0.0
Withdrawal: closing business 88

m Manufacturing(n=111)
Non-manufacturing(n=88)

Copyright © 2022 JACTIM & JETRO. All rights reserved. 11



3. Attractiveness & Challenges as an Investment Destination

3-1 Medium to Long Term Attractiveness:
- English proficiency, safety/security, Pro-Japan

n” i

m As in the past, “English proficiency of workers/citizens”, “Safety/security”, “Pro-Japan” and “Good living
environment” topped the list of Malaysia’s attractiveness for medium to long term investment. There was not
much discrepancy in the top reasons among different businesses.

m “Few natural disasters” fell from 2" to 5t place due to the floods at the end of 2021. Meanwhile, assessment
of “Government’s incentives for investment” remained low at 9.2%.

Attractions of Malaysia for medium to long term investment (Multiple answers allowed) (%)

0.0 10.0 20.0 30.0 40.0 50.0 60.0 70.0

L L L 1 |

English proficiency of workers/ citizens |56 2
Safety,/security |l 3.1
Pro-Japan |, 16,0

Good [iving environm et | —— 114
Few natural disasters [ 3%58
Good infrastructure _3:3; o
Labor cost, personnel expenses T Y
Reasonable energy resources L 15
Quality of workers [E————13.2
Cluster of suppliers for parts [T 12.6
Good FTA network  [— 1%

Local market/consumption *12-1 15.3 m Total(n=174)
Political stability _1}%1

3.2 m Manufacturing(n=98)
Gateway to Islamic countries/markets [m—— ©.8

15.8
Government's investment incentives *9-2 12.2 No-manufacturing(n=76)
Others 1
B 20

Copyright © 2022 JACTIM & JETRO. All rights reserved. 12




3. Attractiveness & Challenges as an Investment Destination

3-2 Medium to Long Term Issues: Complicated visa
- application process, political uncertainty

m Listed at the top of Malaysia’s trade/investment related issues in the medium to long term were “Complicated visa
application process”, “Political uncertainty” and “Frequent changes in regulations”.

m Many in manufacturing had “Labor issues” while for non-manufacturing it was “Foreign investment control”. In
relation to the former, there were comments of “Labor shortage.”

Malaysia’s medium to long term trade/investment related issues (Multiple answers allowed) (o)
0.0 10.0 20.0 30.0 40.0 50.0

Complicated visa application process T f 3337
» . 31

Political uncertainty T =,
Heatt ny 118 447

Frequent changes in regulation

Labor issues

Lack of comprehensive investment intiatives
by the government

Complicated customs clearance procedure

Foreign investment control m 18.4
I 5 2
2'5)14.5
| I
Foreign exchange control 8.2
8.6
Customs duty o
ustoms duty 8?9.2

7.
I
IS0
L
. m Total(n=174)

Free Trade Agreements(FTA) *4 5.1 .
S m Manufacturing(n=98)
Other controls ﬂ ) 53

Intellectual property rights H.OZ.B 39

Other q;»] Copyright © 2022 JACTIM & JETRO. All rights reserved. 13

28.9

Implementation of Sales & Services Tax (SST)

Import & export control
Infrastructure

Refund of Goods & Services tax(GST)

Non-manufacturing(n=76)




3. Attractiveness & Challenges as an Investment Destination

3-3 Infrastructure Issues:
- Roads, Telecommunication/Internet

m “Roads” and “Telecommunication/Internet” each scored nearly 40% as the infrastructure in Malaysia that
respondents felt had rooms for improvement.

m In the aftermath of the floods in late 2021, several companies mentioned “flood management” as an issue.

Infrastructure that could be improved (Multiple answers allowed) (%)
0.0 10.0 20.0 30.0 40.0 50.0

| | |

39.1
38.8
355

37.4
38.8
5.5

33.9
34.7
32.9

32.2
31.6
32.9

Roads

Telecommunication/Internet

Public health (haze, dengue, etc.)

Public transport

29.3

Water 30.6

Ports

II\)
UNO
=d
N

Electricity/Gas L2t 23.5

=
Ul

Living infrastructure (hospitals,
schools, parks)

©w©
NN

Airport 4.6 m Total(n=174)

s> =
(o) T

m Manufacturing(n=98)

ul
(OV)

Other Non-manufacturing(n=76)
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3. Attractiveness & Challenges as an Investment Destination

3-4 Mechanization/Automation/ Digitalization:
There are some progress amid challenges

m 20.9% of companies had “Already introduced” or “Plan to introduce” facilities and technologies for mechanization, automation or
digitalization. About half of the Japanese companies selected “Under consideration” or “Plan to consider” while a high ratio in
manufacturing sector selected “Under consideration”. There are many companies installing automation such as robotics or
digitalization of their company processes.

m Meanwhile, no cost benefit, shortage of technology knowhow/experts were raised as issues for introducing such technology.

Plans to introduce mechanization/automation Specific mechanization/automation
/digitalization (Single answer) /digitalization plans

(%) 0.0 10.0 20.0 30.0 40.0 50.0
1 1 1 J Comments [Industry]
Already introduced _ 11.2

m Manufacturing(n=98)

\ factufing(n=74) % - Transforming into smart factory, such as the
on-manuracturing(n= . .
Plan to introduce — 15.3 o mtroductl_on of_Ngw Store System _ (EQE]
6.8 o - Automation within group companies
Under consideration NN, 30.8 = (ferrous/non-ferrous]
23.0 = - Introduction of manpower-reduction equipment,
Plan to consider NN %g% =Bl core system [other manufacturing]

- Robotics Process Automation
[textile/chemical/pharmaceutical]

- Automated exterior inspection using camera
[machinery]

- Automated since beginning being a process

industry [chemical/pharmaceutical]

- CBOT for production facility [E&E]

- Automation of production facility, cobot,

automatic test equipment [E&E]

No plan to introduce/consider NN 30-5

Factors against mechanization/automation
/digitalization (Multiple answers allowed)
(%) 0.0 10.0 20.0 30.0 40.0 50.0 60.0

>
c
(g
o
3
)
[=f
o
S

No cost-benefit

Shortage of technical _ 56.1

knowhow/experts

0.0
0.0

- Digitalization of ledgers/vouchers and their
approval process [other manufacturing]

No merit as market is small _ 12.2 216 Lg. o Expand wireless network [E&E]
. gr' - Digitalization of primarily the back office
Lack of capital _ 13.3 = [textlle/_chemlcgl : pharmacel_.ltlcall
8.1 ] Q - BIM, various building production based on 3D
m Manufacturing(n=98) o modeling technology [construction/engineering]
Others M 2 % Non-manufacturing(n=74) > - HR system, partial digitalization of project

management system [construction/engineering]

Note: Companies with no answer are excluded from the denominator




3. Attractiveness & Challenges as an Investment Destination

Investment Destination: 70% find Vietnam
3-5 attractive, higher among non-manufacturing

m From an objective viewpoint “Vietnam” stood out as an attractive investment destination as in the past, but for the
non-manufacturing sector it was a notable 90%.

m As always, response from the non-manufacturing sector was high whether it was “Thailand”, “Indonesia” or other
countries.

m Ratio of companies selecting “Malaysia” was around 30%, and it ranked fairly high at the 4th position.

From an objective viewpoint, promising investment destination (Multiple answers allowed) (%)

0.0 10.0 20.0 30.0 40.0 50.0 60.0 70.0 80.0 90.0 100.0

L | | | | | | | |
Vietnam | — /3.0
Thailand | 10,6~
38.2

Indonesia | ——E T 3.9
Malaysia [ 0.

India [ 2.7
Philippines T — 14.9

China [T ,10°

14.5

Cambodia “10'3 171

No where in particular *8'6 12.2
Myanmar D150

6.3
Japan RS0 2 m Total(n=174)

Laos [ >/ m Manufacturing(n=98)
Sinagpore Hf'279 Non-manufacturing(n=76)

Other r 119 6

|

92.1

44.7
36.8
32.9

25.0

Copyright © 2022 JACTIM & JETRO. All rights reserved. 16




4. Labor Issues

4-1 Employment Environment: Issues of rising wage,
- retention rate, recruitment of foreign workers

m As in the past, “Rising wage” was the highest, cited by around 60% of companies. It was followed by “Staff
retention” and “Shortage of foreign workers (unskilled)”.

m In particular, “Shortage of foreign workers (unskilled)” ranked noticeably higher than the previous survey. For
manufacturing “Shortage of Malaysian workers (unskilled)” was approximately at 60% as well, making it a serious
problem just like foreign workers.

Issues regarding labor policy/employment environment (Multiple answers allowed) (%)

70.0 80.0

o
o

10.0 20.0 30.0 40.0 50.0 60.0

Rising Wages | 70 4
Staff rotention | ol 5.4
Shortage of foreign workers(unskilled) m 63.3
Staff productivity [ S o s 50,0
Shortage of Malaysian workers(unskilled) w 62.2
Shortage of technicians/experts/middle management w 41.8
Difficulty of quality control(Malaysian worker) w 40.8
o . ' 25.3
Litigation risk |
itigation risk on dismissa 329
Staff attendance rate m 34.7
Obligation to advertise for locals for min. 30 days before _ 13%
hiring foreigner(unskilled) 3
Multi-tier levy(levy system where taxation differs by foreign
worker ratio)
Difficulty of quality control(foreign worker)
Trade union measures m Total(n=174)
. . 20 .
Introduction of employment insurance 2. 9 ® Manufacturing(n=98)
None in particular 1(} 7 Non-manufacturing(n=76)

3.9

Note: Excludes issues related to
. . C ight 2022 JACTIM & JETRO. All right d.
Japanese expatriates Other ' 4 :E opyright © rights resenve 17



4. Labor Issues

4-2 Employment of Expatriates: Issues with time required
& complexity of EP application

m “Employment Pass (EP) application process is time consuming” and “Employment Pass (EP) application process is complicated”
continued to be the major issues in the employment of Japanese expatriates.

m “Quarantine period and practice of home quarantine in Malaysia” was the next highest and there were comments requesting
guarantine exemption for those who were fully vaccinated.

m Meanwhile, there were also requests to address issues that “Professional Visit Pass PVP) application process is complicated”.

Immigration issues faced by expatriates (Multiple answers allowed)

(%)
0.0 10.0 20.0 30.0 40.0 50.0 60.0 70.0
L - o 1 1 1 1 1 59.8 |
Employment Pass(EP) application process is time consuming [ —_—_—_—_—_—————"r, 5

56.6

Employment Pass(EP) application process is complicated
Quarantine period and practice of home quarantine in Malaysia

Stricter requirement to obtain Employment Pass (EP)

Likelihood of change in expatriate requirement (increase in locally paid
monthly salary which is a criteria for issuance of EP)

Criteria for obtaining Employment Pass(EP) and approval standard is _ 27.0
5.5

unclear

Professional Visit Pass(PVP) application process is time consuming

Professional Visit Pass(PVP) application process is complicated

Operation of Immigration Dept.'s Expatriate Services Division(ESD)
(employment quota issued by MIDA is not approved, etc.)

m Total(n=174)

10.3 m Manufacturing(n=98)
14.5

!
[y

Criminal liability of director resulting from amendment of MACC Act
Non-manufacturing(n=76)

Other

NN
(I NTo)
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4. Labor Issues

Foreign Worker Policy: 60% in the manufacturing
4-3 seeks for new recruitment to resume

m The top request to the government by the manufacturing sector on foreign worker policy was to “Restart hiring of foreigners”.
Although online applications have been accepted from 2022, the overall flow and procedural details had yet to be clarified at the
time of this survey.

m Since the spread of Covid-19, there have been frequent changes in foreign worker policy. For this reason as well there were
continuing calls for “Consistent policy implementation”.

Request to government regarding foreign workers policy (Multiple answers allowed) (%)

0.0 10.0 20.0 30.0 40.0 50.0 60.0 70.0

—————————

25.0

Restart hiring of foreigners 63.3

38.5

Consistent policy implementation 5.7

42.1

Relax/abolish requirement to hire locals

Allow hiring/management by employment agencies

Revision of company contribution to levy

Revision of levy increase 24.5

Relaxation of foreign worker housing standard

m Total(n=174)
Provision of government run hostels, commuter buses, etc.

m Manufacturing(n=98)

Others Non-manufacturing(n=76)
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4-4 Minimum Wage: Wage Increment that keep up

with economic growth

m  With reports that minimum wage would be raised in 2022, companies that selected “Wage increase in keeping with economic
growth” as being the key point to be considered by the government was 70%, making it the top item as in past surveys.

m It was followed by “Minimum wage according to region” and “Shift from basic pay to a total salary package including benefits”.
The response from the manufacturing sector was high for all points noted below.

Points to be considered when amending Minimum Wage Act

(Multiple answers allowed) (%)
0.0 30.0 60.0 90.0
71.8
Wage increment that keep up with economic growth 76.5
65.8
26.4
Minimum wage according to region 33.7
17.1
Shift from basic pay to a total salary package including ‘9
benefits 31.6
18.4
Wage reduction during probation period (regardless of 23.0
. . 31.6
Malaysian or foreign worker) 11.8
22.4
Setting a grace period until new amount/level is decided 28.6
14.5
Optional system of monthly/hourly pay for better ‘-5
productivity - 16.3 m Total(n=174)
' m Manufacturing(n=98)
1.7
Other r 1.0 Non-manufacturing(n=76)
2.6
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5 Approximately 20% of manufacturing

companies were subjected to tax inspection

m The ratio of companies that were subjected to transfer pricing inspection was 19.8% for manufacturing and 12.0% for non-

manufacturing. Compared to the previous survey (11.9%, 4.7% respectively), both had increased by more than 7%.

m In both manufacturing and non-manufacturing, more than 20% of the companies replied that the tax refund for the previous

year was late.

Tax inspection over the past one year (Single answer)

Manufacturing 0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Transfer pricing(n=96) 80.2
Other than transfer pricing(n=92) 78.3
mYes No

Non-manufacturing 0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Transfer pricing(n=75) 88.0

Other than transfer pricing (n=75) 88.0

mYes No

Late payment of tax refund in the past 1 year (Single answer)
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Manufacturing (n=94) 77.7

Non-manufacturing (n=76) 77.6

mYes No

100%

100%

100%
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6-1 Requests to the Malaysian Government

Foreign workers

Covid-19 related

Relaxation of
EP/PVP conditions,
Acceleration of
issuance

Clearer regulations,
Establishment of
grace period

Short term business
travel

Specific issues, Requests

- Lift ban on hiring of foreign workers.

- Worker shortage is unresolved and becoming more serious, resulting in neighboring companies
vying among each other for workers.

- Review cost of hiring foreign workers.

- Clarify and regularly update Covid-19 related immigration requirements, and make the
information available in English.
- Early reopening of border, reconsider quarantine requirements, strategy for endemic stage
(% Already in place after the survey).
- Resume PIKAS (under MITI) to promote Covid-19 boosters.
- Clearer SOPs.

- Relax requirement for obtaining Employment Pass (EP).

- Prompt handling of application to approval process for EP, Professional Visit Pass (PVP).

- Simplify EP application process. In particular, relax the requirements for key posts and shorten
the application period.

- Make the maximum period for PVP longer, allow renewal.

- Refrain from making sudden government announcements and same day implementation.

- Standardize how government announcements are made, and provide both Malay and English
versions.

- Ensure all implementing agencies are aware of government decisions. Parties responsible for
executing what has been announced by the government are unaware of new developments.

- Inconsistent response depending on the officer (eg. visa application).

- Improve efficiency of various procedures/service (despite calling multiple times no one answers
the phone.

- Regulation and submission documents for business travel are too numerous and complicated.

- Refund of import tax for materials to be re-exported takes too long, and is impacting cash flow.

- Urgent formulation and implementation of a comprehensive flood mitigation plan, especially for
the coastal area on Klang side in Shah Alam.

- Various types of assistance for tourism industry.

Copyright © 2022 JACTIM & JETRO. All rights reserved. 22



6. Presenting Our Requests to the Malaysian Government

6-2| Expected Investment Incentive

Cutting-edge - Formulation of clear guideline for mechanization/automation/digitalization investments.
technology, - Subsidies for rationalization investments.

automation - Tax breaks for automation investments.

- Formulate an incentive policy to promote electrification and carbon neutral activities by setting
numerical targets rather than specifying technology and let each company select the actual method.
- Transparent, simplified, and shorter approval process for obtaining MSC.

- Review the investment incentives given to companies that have continuously invested and
maintained their MSC status; provide new incentives depending on their degree of contributions.

Environment, - Incentives for energy conservation and environmental improvement investments.
e[l h (o] Te\VAll - Clarify policy on ESG related investments.

- Increase incentives for environmentally friendly vehicles, especially hybrids.

- Introduce a bilateral offset crediting mechanism (Joint Crediting Mechanism: JCM).

- Subsidize facility investments by SMEs, and provide tax incentives.

- Incentives for local production.

- Provision of free land.

- Lowering of corporate tax, compensation for companies that were unable to operate due to Covid-

19.
Expectation to expand existing incentives

Relaxation of - Provide a condition-free incentive as the application procedure is complicated.

conditions for - Although subsidies are available for development and facility costs of a new business in medical and
investment aviation sectors which the government hopes to grow in the future, the existing scheme is too
incentive difficult for SMEs. The scheme should be reviewed to lighten the burden on the company.

- Clarify when regulations will come into effect; provide a grace period by taking a company’s
development schedule into consideration.

Expansion of - Expand the re-investment allowance; extend the period.

policy - Extend the tax exemption under Green Investment Tax Allowance (GITA).

- Extend the incentive period for large scale investments; or make the incentive always available.
- In addition to lower taxes, a simpler visa application and renewal process for expatriates.

- Expand business sectors covered by the incentive.
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6-3| Requests to Government on Security

Traffic accident,
traffic manners

Specific Issue, Requests

- Officers are still asking for bribes. Please instill better morals and enhance anti-
corruption efforts.

- Anxiety of not knowing what the police will ask for at road blocks, and other
enforcement activities.

- Do not conduct speeding violation enforcement on highways without any show
of evidence.

- Enhance patrols for areas with expatriate residents (e.g., Mont Kiara) to combat
kidnapping of children.

- Stricter enforcement of traffic violations such as speeding, no helmet, ignoring
traffic lights.

- Stronger action against poor traffic manners (slipping past between cars, not
using signals when turning, driving against traffic, road rage, illegal parking on
street). Also want enforcement other than drunk driving.

- Stricter enforcement of motorbikes ignoring traffic lights. This is also important
for tourists and necessary for increasing tourism revenue.

- Low traffic safety awareness of gig workers.

- Construction and maintenance of sidewalks.

- Insufficient street lighting (dark roads, dead light bulb) .

- Issuance of driving license by JPJ is extremely slow, in some cases it took 6
months from application to approval. Please allow an individual to continue
driving if their international license expires during the waiting period. Both JPJ and
Royal Malaysian Police need to be aware of this and all police stations should be
informed.

- Prior warning should be issued if heavy rain is forecasted.
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m Disclaimer

Information provided in this report is to be used under the discretion and responsibility of the user. Although the utmost effort has been
made to provide accurate information, please note that we are not responsible for any loss that may occur in connection with the content of

this report.
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