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ABSTRACT

This study examines the role of Malaysia's Industrial Collaboration Programme
(ICP) in enhancing Malaysia Industrial Competitiveness (MIC) through the
technology transfer (TT) and procurement value creation (PVC). The ICP, a
government initiative aimed at leveraging procurement activities, facilitates the
acquisition of advanced technologies from foreign partners while prioritizing local
content development. Based upon the secondary data depicted from the TDA
Report to the Ministry of Finance 2023 published by Technology Depository Agency
(TDA) and Policy and Guidelines on Industrial Collaboration Programme (ICP) in
Government Procurement, Second Edition, this study investigates the roles of the
technology transfer (TT) and procurements value chain (PVC) on Malaysia’s
Industrial Competitiveness (MIC). The results demonstrate the ICP’s role in
increasing the competitiveness of local industries, encouraging innovation
processes, and technology acquisition through partnerships with international
counterparts. The paper will present the benefits and drawbacks of ICP and depict
how the program will benefit Malaysia’s vision of shifting into a regional high-tech
nation. The findings emphasize the need for continuous evaluation of ICP projects
to maximize long-term competitiveness and economic sustainability.

Keywords: Industrial collaboration programme, technology transfer, procurements value
chain, industrial competitiveness.

INTRODUCTION
The Malaysians government has over time embraced procurement activities as a tool to unlock
the country’s economy pointing at the early 1980s [1]. This path started in the year 1983 when
the “countertrade” programme was started by Ministry of International Trade and Industry
(MITI) as a forerunner project. At first, the program was expected to achieve extra economic
value creation through technology transfer and local product procurement undertakings in
addition to straightforward buying transactions. The approach has witnessed a lot of overhauls
in order to fit contemporary structures within the country and trends within the global
economies. The mid 1990s saw a change in Malaysia’s procurement activities where
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procurement emphasis was inclined towards the defence sector headed by the Ministry of
Defence (MinDef) with the “offset procurement” programme. This particular effort was focused
on technology transfer and industrialisation in defence technology, which can be considered as
the important turning point in the implementation of the Malaysia industrial policy [2].
Malaysia like other countries was not left behind in modifying the usage of procurement for
economic development due to changes in the global economic situation and domestic
requirements. The year 2014 has been a significant year for Malaysia’s procurement policy
through the introduction of Industrial Collaboration Programme ICP, an ignited initiative from
previously known Offset Programme [3]. The ICP program differed from the general idea of
offsets owing to the expanded range of cooperative activities that focused on boosting
sustainable industrial development and know-how exchange across a diverse range of
industries. The ICP framework with the strategy as conceptualized and promulgated by the
Ministry of Finance (MOF) is closely connected and integrated with other important paradigms
in the country, the Five-Year Development Plans, the Industrial Master Plans and notably the
Economic Transformation Programme (ETP). By following these actions of the Malaysian
government, one is made to understand how the government has been keen to ensure that
procurement strategies are consistent with the maximum economic benefit. The frame working
of the ICP activities with the overall Malaysian objectives expressed in has been identified as a
factor that played a significant role in the success of the program [4]. The Malaysian
government has always acknowledged the significance of utilising public procurement as a
strategic instrument to drive national economic growth, enhance technological progress, and
promote industrial development.

ICP is a strategic program that focuses to achieve the Malaysia broader economic and industrial
development objectives [2]. It has marked a departure from the states’ traditional approach
that has been a static process of obtaining goods and service to an active tool in building up
technology, industrial capacities as well as the socio - economic development of the nation of
Malaysia. [5]. The structured approach enables Malaysia to align its procurement activities to
its developmental requirements hence the differences in priorities of countries depending on
their level of industrialization. The literatures on industrial policy and economic development
emphasizes the compatibility between national development objectives and particular policy
measures like procurement [6, 7]. Based on the preceding discussion, this paper to address the
following research questions (RQs) concerning the study on industrial competitiveness:
e RQ1: How does technology transfer (TT) enabled by the Industrial Collaboration
Programme (ICP) influence the Malaysia’s Industrial Competitiveness (MIC)?
e RQ2: How does procurement value creation (PVC) enabled by the Industrial
Collaboration Programme (ICP) influence the Malaysia’s Industrial competitiveness
(1C)?

LITERATURE REVIEW
Industrial Competitiveness (IC)
Industrial competitiveness (IC) has remained a key concept in economic growth, development,
and is considered the ability of a country or region to produce products and services which can
compete in the international market place partly so as to sustain and grow the real incomes of
the citizens of that country or region [8]. The definition of competitiveness varies due to the
fact that competitiveness comprises of various issues that are complex to context. It also refers
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as a measure of ability of an industry to harness resources for undertaking competitively and
as a measure of ability of companies to generate additional investments and increasing their
market share on products and services by raising efficiency [9]. IC in terms of measurement is
often associated with trade, profitability, productivity, employment, technology advancement,
value addition, cost optimization and efficiency in stakeholder relations [10,11,12). Despite the
fact that the concept of IC was not defined in a clear manner, it is equally as important and
acknowledges value for the growth of the whole society as well as its overall growth in terms
of aspects such as the boost in economic activity, creation of new employment opportunities,
and enhanced market access.

IC is one of the significant concerns in Malaysian national economic strategies, where the
country is planned to transit to innovative, knowledge-based, high-income economy. The
literatures on knowledge-based economies emphasizes the importance of innovation,
technology transfer, and the development of human capital as key drivers of economic growth
(13,14). It is therefore evident that most of ICP’s objectives of technology acquisition and
knowledge transfer is well aligned to Malaysia visioned economic goals. When such objectives
are incorporated in the government procurement contracts, the ICP guarantees that
procurement processes facilitate the advancement of knowledge economy in Malaysia. The
programme is designed to enable the use of local products and services to be used in the global
value chain and thus prepares Malaysian companies to undertake international competition.
Global value chains (GVCs) delt with the concept of integration into such networks as a tool for
improving competitiveness especially for developing & emerging world [15]. Through its role
of enabling Malaysian firms’ linkages with their international counterparts the ICP opens
opportunities for the Malaysian firms to enter the GVCs.

Technology Transfer (TT)

Technology transfer (TT) is the act of providing technology or technology application
information or skill, production techniques or any form of intellectual property from one
organization or country to another [16]. This transfer involves transfer of both tangible and
intangible assets for instance patents, proprietary knowledge, technical know-how, physical
products, and takes central role in raising the industrial capacity of the reciprocating party. The
transfer of technology has been widely regarded as a key enabler for organizations to remain
competitive in the global business environment. Another factor that can be believed to be
responsible for the industrialisation of some Asian economies is the ability to harness the
technological competence [17,18]. Further, the increase of the gross domestic product (GDP) is
closely associated with this industry’s success [19]. TT therefore is the responsibility of the
source party and the destination party to ensure that technology so transferred is either
accepted or else understood, if not utilised, by the right person with the right means and know-
how. This means that, the process of exchanging technology between the firms in different
countries involves the learning of the firms of each other.

Most developing countries have put in place different policies like the provision of incentives
in form of tax holidays and duty-free zones for multinational enterprises to investin [20]. These
countries feel that their ability to attract such enterprises has a lot of benefits; management
experience and exports markets among them. There is actually a lot of now known correlation
between technology transfer and industrial competitiveness [21, 22]. It is a cause of
productivity increase and consequently the improvement of competitiveness. Foreign partner
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acts as an important source of technology and hence transfers of technology to local industries
is important in the development of technological capabilities within the country. It was found
out that the level of absorptive capacity enhances the impacts of technology transfer that has
an influence on the level of competitiveness in industries [23]. The success of the technology
transfer activities for instance, harnesses upon the absorptive capacity of local industries, that
is, the ability of industries to acquire and exploit new knowledge.

Procurement Value Creation (PVC)

PVC is defined as a strategic process of leveraging procurement activity to achieve benefits that
are beyond the purchase of goods and services in the case of public procurement (24).
Organisation for Economic Co-operation and Development (OECD) stated that public
procurement constitutes around 13% of the gross domestic product (GDP) and nearly one-
third of government spending in OECD nations (24). The data shows that a sizeable portion is
set aside for procurement activities in order to guarantee the provision of public necessities in
the corresponding nations and that public procurement is one of the major economic
endeavours of the government. It is seen as a policy tool to encourage innovation [25]. The
evolution of Malaysia’s procurement strategies reflects a broader trend among emerging
economies to utilize government procurement as a means to achieve economic and industrial
policy objectives. In contrast to conventional procurement where the core objective is
establishing the value and satisficing of the procurement to the buyer mostly a government or
a public institution, PVC on the other hand hinges on the creation of different value in economic,
social and industrial fronts. Within the advanced and procurement capacity of public agencies
in developing economies, governments utilise procurement to achieve important policy
objectives such as promoting competition, economic growth, green procurement, social goals,
and more.

The primary goal of government procurement in Malaysia is to attain optimal value for money
[26]. Numerous studies highlighting the potential of procurement activities to drive innovation,
foster industrial development, and promote economic growth (27, 28). Value-added
procurement critical factor influencing industrial competitiveness. By integrating additional
benefits such as skills development, local content requirements, and job creation into
procurement contracts, value-added procurement policies can stimulate industrial growth and
enhance competitiveness [29]. Value creation in procurement is a dynamic process that
involves cooperation between several parties. Collaboration is essential to procurement
process because it allows buyers to combine information, resources, actions, and talents with
other stakeholders to create value instead of them doing it alone [30]. The ICP’s focus on value-
added projects aligns with Malaysia’s broader economic goals, which emphasizes the
importance of moving up the value chain in key industries. The effectiveness of value-added
procurement in enhancing competitiveness depends on the extent to which these additional
benefits are realized in practice.

Figurel illustrates the proposed framework for Malaysia’s Industrial Competitiveness
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Figurel: Proposed framework for Malaysia’s Industrial Competitiveness

RESEARCH METHODOLOGY

This study employs a descriptive-qualitative approach, utilizing secondary data to examine the
roles of Technology Transfer (TT), Procurement Value Creation (PVC) on Malaysia's Industrial
Competitiveness (IC). In this study, TDA Report to the Ministry of Finance 2023 [31] published
by Technology Depository Agency (TDA) and Policy and Guidelines on Industrial Collaboration
Programme (ICP) in Government Procurement, Second Edition [32], were used. TDA, which
operates under the Ministry of Finance (MOF), is responsible for leveraging and advancing
Malaysia’s economic and technological domains through ICP, which links local industries to
global technology industries. These sources provide valuable insights into the functioning,
achievements, and challenges associated with the ICP. Additional reports from MOF are also
included to offer broader contextual information on Malaysia’s economic and industrial
policies. The information derived from these sources is most appropriate whilst exploring the
adoption of ICP projects, the results of technology transfer efforts and procurement value chain
added worth features. After the data has been collected, all the documents are again reviewed
to get used to with some of the most important themes and patterns concerning the ICP. Data
is then categorized according to the main variables: technology transfer and value creation in
procurement context. The next step involves the kind of analysis that consists in identifying
important trends in the reports.

RESULTS AND FINDINGS
The findings focus on addressing the research questions regarding the relationship between TT
and PVC, and MIC within the framework of Malaysia's Industrial Collaboration Programme
(ICP).

Technology Transfer and Industrial Competitiveness

The data shows that TT is an essential element of the ICP and is vital in increasing the industrial
competitiveness of Malaysia. The ICP Policy and Guidelines contains a clear statement of
purpose of achieving technology transfer through procurement strategies where there is the
need to enhance the technological capacity of the local industries [31, 32]. The guidelines target
projects that enhance the acquisition of local capabilities and import substitution of high value-
added systems and manufacturing technologies and processes, especially in sensitive
industries including defense, aerospace and ICT. The Multiplier System in ICP framework also
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makes sure that the higher multipliers are given to those technology transfer activities that
significantly affect the local industries. This focus on TT is reinforced by the establishment of
linkages between the foreign technology suppliers and domestic firms to enable the latter to
obtain the necessary technology and knowledge that are essential in enhancing innovation and
productivity. Therefore, the ICP has played a vital role in enhancing technology transfer in
Malaysia thus improving the country’s competitiveness in the international markets through
local innovation and reduced reliance on imported technologies.

Procurement Value Creation: Implications to Industrial Competitiveness

The ICP framework also stress the importance of PVC for each procurement to go beyond
meeting the government’s current requirements to support long term economic and industrial
development. According to the ICP guidelines all contracts should support the country’s
economic development through procuring value-added goods and service such as training,
local content and employment [31]. The Economic Enhancement Programme (EEP) that is
included in the ICP contracts help improve local involvement and encourage the use of local
products [32]. The policy focuses on the development of projects that increase the participation
of local firms in the production and provision of services for contracted supplies with the aim
of increasing their competitiveness in the domestic and international markets. This information
also shows that procurement under the ICP has created a lot of local content since a minimum
of 30% of the ICP project credits are expected to be sourced from local industries. This approach
has enhanced Malaysia’s domestic industries thus providing the necessary skills, capabilities
and experience to participate in strategic sectors such as railway, automotive, aerospace and
ICT. The analysis of the data confirms that the ICP is one of the most important instruments
that enhance Malaysia’s industrial competitiveness through the support of technology transfer
(TT), and procurement value creation (PVC). These ICP’s components are critical as they not
only address current needs of government procurement but also encourage sustainable
economic and industrial advancement in the long-run.

CONCLUSION
This study examined the role of the Industrial Collaboration Programme (ICP) in enhancing
Malaysia’s industrial competitiveness, focusing on technology transfer, and procurement value
creation. This research also shows that technology transfer under the ICP has greatly enhanced
the level of technology of the local industries particularly in aerospace, ICT and manufacturing
sectors. ICP has thus helped Malaysian firms to acquire foreign technologies and with this,
Malaysian firms have been able to innovate, increase their productivity and reduce their
dependence on imports of technologies. Nevertheless, the technology transfer is highly
dependent on the local firms’ ability to assimilate new knowledge, which is an issue in some
industries. The study also pointed to the significance of the procurement value creation (PVC)
to the competitiveness of industry. ICP projects that focus on local content, skills and
employment have created sustainable economic returns in Malaysia. Thus, it is necessary to
expand researches and investigate specific difficulties, which the domestic industries can
encounter when absorbing and applying foreign technologies with the help of the ICP.
Moreover, research on the outcome of stakeholder engagement models in other similar
industrial programs in other countries may provide useful lessons on how to improve the
collaboration in Malaysia’s ICP. Another area that needs further research is the effect of ICP
related activities on the competitiveness of firms in Malaysia especially in the value chain. In
this area of research, it is possible to gain important knowledge on the efficacy of ICP in
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improving the competitiveness of countries engaged in GVCs and the possible challenges that
may hinder such countries from continuing to participate in GVCs.
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