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Overview of Malaysian Economy
Since independence in 1957, Malaysian economy relied heavily on agriculture and natural resource materials. However, the government had made many structural changes by formulating a variety of national policies and strategies and put great efforts in implementing them in order to achieve rapid economic growth. Industry was expanded, and the private sector was promoted because the government realized that the manufacturing sector had increasingly significant roles in driving the nation’s economy. As a result, there were rapid progresses in information technology, human resources, innovation, expertise and skills (Growth and wealth were generated in Malaysia’s multi-ethnic society), and there was a sharp reduction in poverty. During Asia’s financial crisis, Malaysian economy was severely affected, but through massive government spending and strong exports of goods such as electronics to the world market, it made rapid recovery. Also after the global financial crisis in 2009, Malaysia could also recover fast with  the average growth rate of 5.7% since 2010. At present, Malaysia has been considered an upper-middle income economy. One major factor that contributes to its stable growth and competitiveness is human capital.   The development of human capital requires effective public spending policies on education. The paper aims to analyze the government expenditure overtime with a focus on public spending on education.


Overview of Malaysia’s Government Expenditure
	After Malaysia gained independence in 1957, it was in the process of nation building.  The Malaysian government increased its expenditure steadily, especially many areas of social development such as education, health, infrastructure ,medical care and other public services. One important feature of the government expenditure in Malaysia is that unlike the State governments, the 
Federal government is much more dominating. The Federal government expenditure amounts to more than 80% of total government expenditure of the Federal and State governments. Malaysian government expenditure per head is considered higher than that of other ASEAN members. For instance, it is ten times higher than Indonesia, five times higher than the Philippines and three times higher than Thailand. During the 1980s after the end of communism, Malaysia’s economic policy became more outwardly oriented, so major expenditure was on transportation and infrastructure because it wanted to promote foreign direct investment. The government also increased its investment on education as the nation gradually progressed from a labor-intensive nation to a more capital-intensive nation.
	During the last 10 years from 2005 to 2014, the government expenditure’s trend shows a steady increase overtime(Figure1). Throughout these years, public spending classified by functions which include general public service, education, housing and community amenities, economic services, defense, health, and other community social services has increased consistently (Figure 2). Classified by functions, from 2005-2014, it is evident that the government spent the highest budget on general public services and the lowest on other community/social services (Figure 3). The total government expenditure in 2005 is 139,711 MYR million whereas in 2014, it is 298,160 MYR million . Such sharp increase is due to the government’s implementation in a variety of development plans and policies such as Malaya Plan(MP) and the Malaysian National Development Strategy(MyNDs). 
	With many strategic plans being carried on, the government increased its expenditure in order to stimulate the economic growth as well as enhance social development covering areas such as health, education and infrastructure.
Government Expenditure on Education
	After gaining independence in 1957, Malaysia strongly determined to develop the country so that it would not be left behind. It realized that education played a crucial role in building the nation and promoting long-run economic growth: without investments in human capital, Malaysia would find it difficult to achieve sustainable economic development and growth. Therefore, it put great efforts to develop and improve the national education systems.                   It increased the government expenditure on education, made important education reforms and implemented  plans and policies on education. The Malaysian government spent on basic education more than other ASEAN countries did and put great emphasis on higher education. In 2004, the government established the Ministry of Higher Education and since then there have been rapid expansion of private education and public universities. The government built more public universities in the remote areas to provide access to people in those places.
	Throughout 2005-2014, the public expenditure on education as a percentage of GDP shows a steady rise from 2005-2009, with the highest 8.0% in 2009 and dropped to 6.9% in 2010. Then it continued rising until reaching 8.0% in 2013.  In 2014, it slightly dropped to 7.6% (Figure 4 ).
	Regarding the government expenditures by functions from 2005-2014, the government spending on education is the second highest whereas the spending on general public services is the highest (Figure 3). In 2005, the expenditure on education amounts to 21.1% of the total government expenditure whereas the 2014 figure is 27.3%, which is the highest (Figure 6). The sharp increase evidently indicates the government’s strong commitment to education and human capital development. Compared to ASEAN+6 countries, on average these countries contributed 14.7% of their government spending on education. Thailand ranked number1 followed by Vietnam and Malaysia. The comparison of the shares of the government expenditure as a percentage of GDP can also clearly reflect those countries’ expenditure on education.
	Human resource development has been the Malaysian government’s focus for the past twenty years. In the Eighth Malaysia Plan, the government expenditure on education accounted for 20% of total government expenditure and nearly 47% of total spending on education was given to higher education (tertiary level), or MYR 8.9 billion out of MYR 18.7 billion. Thus, the largest share of the expenditure on education belongs to higher education. In the Tenth Malaysia Plan (2011-2015), the government established the National Council of Professors to promote academic excellence in public universities where high quality human capital would be produced.
Problems and solutions
However, there are many problems that need to be solved such as teacher quality, curriculum reforms, quality assurance systems, quality of teaching and learning and language of instruction. The government has to come up with more sound education policies to cope with those problems so that it could attain its major goal in becoming a knowledge-based economy equipped with educated workforce and reach its 2020 goal in becoming a developed nation.
In 2014, the share of education was the highest (27.4%) whereas that of defence  is the lowest(5.6%) (Figure 7), so it was expected that this should produce positive results. However, according to the 2014 UNESCO Global Monitoring Report on teaching and learning, Malaysia’s performance in some assessments such as the International Mathematics and Science Study(TIMSS) was poor, ranking the bottom third of the international league table of schools. The results from the assessments mean that Malaysian students are left behind their peers from Singapore and South Korea. Facing disappointing results despite heavy investment in education, Malaysia tries to improve its performances by making many changes such as issuing the Education Blueprint, developing new effective frameworks to evaluate teaching and learning outcomes more effectively. In addition, it is recommended that Malaysia should study how other countries such as Brazil and India have coped with similar problems so that it could raise the standard and could compete with other countries on the international level.




































Conclusion

	The overall pattern of Malaysia’s government expenditure on education has consistently been in accordance with its national development plans and its strong determination to become a leading country. The government has been continuously invested in education to develop human capital and economic growth. It is therefore expected that the investment would yield satisfactory and positive results to the whole country. However, based on the 2014 UNESCO Global Monitoring Report, the results of the assessments revealed Malaysia’s low ranking. Its poor performance clearly indicates that the government needs to make major structural changes or revise national policies, turning weaknesses into strength.



























Appendix

Figure 1: Total government expenditure(MYR mn)



Source : Euromonitor



Figure 2 :  Government Expenditure by Function(MYR mn)




Source : Euromonitr

Figure3 : Table of Government Expenditure by Function(MYR mn)



	
	2005
	2006
	2007
	2008
	2009
	2010
	2011
	2012
	2013
	2014

	General public service
	49,591.5 

	51,487.2 

	59,242.5 

	77,163.6 

	77,954.2 

	70,990.0 

	75,836.4 

	79,750.7 

	77,326.1 

	77,605.2 


	Defence
	13,025.8 

	13,564.0 

	15,294.5 

	16,492.2 

	15,926.6 

	13,708.3 

	13,736.1 

	13,341.7 

	11,730.7 

	11,394.8 


	Education
	29,534.8 

	35,025.9 

	41,141.1 

	49,777.8 

	57,168.0 

	55,062.4 

	65,376.0 

	74,281.3 

	78,473.1 

	81,542.3 


	Health
	9,615.3 

	11,310.7 

	12,626.8 

	14,843.6 

	16,831.7 

	18,218.3 

	22,127.4 

	27,001.0 

	30,174.2 

	32,123.0 


	Housing and Community Amenties
	6,809.4 

	8,171.3 

	12,166.6 

	11,915.2 

	12,187.1 

	13,452.3 

	15,517.0 

	18,909.1 

	20,964.4 

	22,245.8 


	Other Community/Social service
	6,692.0 

	8,359.3 

	9,174.9 

	10,726.4 

	10,902.5 

	11,304.7 

	12,730.3 

	14,895.0 

	15,969.9 

	16,700.8 


	Economic Services
	24,442.2 

	31,946.7 

	30,774.7 

	36,186.2 

	39,673.0 

	38,907.0 

	45,153.9 

	51,521.2 

	54,419.6 

	56,548.2 


	Total government expenditure
	139,711 

	159,865 

	180,421 

	217,105 

	230,643 

	221,643 

	250,477 

	279,700 

	289,058 

	298,160 



Source : Euromonitor





Figure4 : Public expenditure on education as % of GDP



Source : Euromonitor





Figure5 : Government expenditure on education 



Source : Euromonitor





Figure6: Expenditure on Education as % of total government expenditure




Source : Euromonitor


Figure7: Government Expenditures by Function (MYR mn) in 2014




Source : Euromonitor
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Gov 	2005.0	2006.0	2007.0	2008.0	2009.0	2010.0	2011.0	2012.0	2013.0	2014.0	29534.8	35025.9	41141.1	49777.8	57168.0	55062.4	65376.0	74281.3	78473.1	81542.3	


edu as % of total 	
2005.0	2006.0	2007.0	2008.0	2009.0	2010.0	2011.0	2012.0	2013.0	2014.0	21.1	21.9	22.8	22.9	24.8	24.8	26.1	26.6	27.1	27.3	


Column1	[VALUE]%
[VALUE]%
[VALUE]%
[VALUE]%
[VALUE]%
[VALUE]%
[VALUE]%

General public service	Defence	Education	Health	Housing and Community Amenties	Other Community/Social service	Economic Services	26.03	3.82	27.35	10.77	7.46	5.6	18.97	

Total gov expenditure	2005.0	2006.0	2007.0	2008.0	2009.0	2010.0	2011.0	2012.0	2013.0	2014.0	139711.0	159865.0	180421.0	217105.0	230643.0	221643.0	250477.0	279700.0	289058.0	298160.0	


General public service	2005.0	2006.0	2007.0	2008.0	2009.0	2010.0	2011.0	2012.0	2013.0	2014.0	49591.5	51487.2	59242.5	77163.6	77954.2	70990.0	75836.4	79750.7	77326.1	77605.2	Defence	2005.0	2006.0	2007.0	2008.0	2009.0	2010.0	2011.0	2012.0	2013.0	2014.0	13025.8	13564.0	15294.5	16492.2	15926.6	13708.3	13736.1	13341.7	11730.7	11394.8	Education	2005.0	2006.0	2007.0	2008.0	2009.0	2010.0	2011.0	2012.0	2013.0	2014.0	29534.8	35025.9	41141.1	49777.8	57168.0	55062.4	65376.0	74281.3	78473.1	81542.3	Health	2005.0	2006.0	2007.0	2008.0	2009.0	2010.0	2011.0	2012.0	2013.0	2014.0	9615.299999999997	11310.7	12626.8	14843.6	16831.7	18218.3	22127.4	27001.0	30174.2	32123.0	Housing and Community Amenties	2005.0	2006.0	2007.0	2008.0	2009.0	2010.0	2011.0	2012.0	2013.0	2014.0	6809.4	8171.3	12166.6	11915.2	12187.1	13452.3	15517.0	18909.1	20964.4	22245.8	Other Community/Social service	2005.0	2006.0	2007.0	2008.0	2009.0	2010.0	2011.0	2012.0	2013.0	2014.0	6692.0	8359.299999999997	9174.9	10726.4	10902.5	11304.7	12730.3	14895.0	15969.9	16700.8	Economic Services	2005.0	2006.0	2007.0	2008.0	2009.0	2010.0	2011.0	2012.0	2013.0	2014.0	24442.2	31946.7	30774.7	36186.2	39673.0	38907.0	45153.9	51521.2	54419.6	56548.2	



as % of GDP	
2005.0	2006.0	2007.0	2008.0	2009.0	2010.0	2011.0	2012.0	2013.0	2014.0	5.43	5.9	6.2	6.5	8.0	6.9	7.4	7.9	8.0	7.6	
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