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Why local governance should be a priority in 12th 
Malaysia Plan? 
 
What is the philosophical basis for devolution? 
Examples of responsibilities that can be devolved to sub-
national govts 
 
Enhancing financial and human resources to fulfill the 
responsibilities 
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Why Local Governance 
should be a priority in 
12th Malaysia Plan 
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“ ● Articulated in Pakatan Harapan’s Manifesto 
under: 

○ Promise 24 –review federalism 
○ Promise 25-strengthen local govt power 
○ Promise 29 – enhance transparency and 

integrity in budgeting 
 

● Mid-term Review of 11th Msia Plan 
○ Strategy A2- Improving relation btw Federal, 

State and Local Govts 
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Philosophical Basis for 
Strengthening Local 
Governance 

● Growing urbanization, higher income & education, 

digitalization, greater expectations for effective public 

service delivery 

● Principle of subsidiarity universally accepted 

● Local govt closer to ground, easier to  respond to public 
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Philosophical basis for 
decentralization 

● Flexibility - customized to meet local needs  

● Public can be involved in monitoring & even 

implementing > better efficiency & reduced 
cost 

● More accountability 
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State & 
Local Govt 
Revenue as 
Percent of 
Total Govt 
Rev 
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    1995 2014 

State 

Revenue 

% of  Total 
Govt Rev   12% 8% 

Local 

Revenue 

% of total 
Govt Rev   4% 3% 

Source: Wilson & Mahbob, 1977; 

Economic Report 2014-2015 



Grants to State & Local 
Govts as % of Federal 
Expenditure 2017 
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Percent of Federal Operating 

Expenditure 2017 

Grants fr Federal to States   2.9% 

Grants fr Federal to Local Govts   0.2% 

Source: Anggaran Perbelanjaan Persekutan 2019:26 



Schedule 9 of Federal Constitution 
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Possible devolution of 
responsibilities to 
Concurrent list 

● Enforcement  ● Transport ● Education 

 

10 



Enforcement 
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Traffic 
enforcement 
better handled 
by state & local 
governments  

Present 

enforcement 

system is 
dysfunctional  

Enforcement 
Example: 
 
Security is 
under Federal 
List 
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Local council traffic 

enforcement has 

very limited powers 

Can compound 

only if cars parked 
in council lots 
without coupon, 
or parked outside 
designated lots. 
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Enforcement limitations 

• But if car is parked beyond 20 ft of parking lot; or in no 
parking zones, council officers no power to compound 

 • In cases where compounding allowed, no powers to enforce 
payment 

 • Offenders thumb at noses of council, ignore the compounds.  
 • Offenders accumulate thousands of ringgit of compound 

fines without paying 
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Enforcement limitations 

• Only option for council is to issue summons and take offenders to court 

 • Long process-sometimes takes years 
 • If court imposes fine, its usually puny e.g.RM100, even when amount 

owed is several thousand ringgit 

 • Fine is kept by federal govt 
 • In the end, council loses out, no incentive to proceed with enforcement 



Financial Implications 
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Financial Implications 
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•Unpaid fines and unpaid property taxes of many councils run 
into tens of millions, e.g. Penang island council- arrears is 
RM60 mil, 15% of budget 

 •Unpaid arrears is a major problem of many local councils 
 •Many local councils in deficit & do not have financial & 

administrative capacity to deliver services 



Devolution of powers 
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• Allow state govt and local councils to set up on 
enforcement units with more powers 

 • Allow councils to set up own municipal courts to 
deal with minor non-criminal offences e.g. traffic, 

environment, arrears collection etc  
 



Administrative devolution  
should be accompanied by  
fiscal devolution 
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• Return higher proportion of tax collected by federal from states back 

to states 

 • State asked to protect forest, federal should compensate  

 • Increase revenue sharing of natural resources – petroleum & gas 

 • Local councils more powers to collect and keep fines 



Conclusion 
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Conclusion 
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• Return to the principle of subsidiarity 
 • Allow sub-national governments to do what they 

can do best 
 • No political reform is complete if people not 

involved in the process and benefits do not 

reach people 
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THANK YOU  

 


