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Sarawak Economic Situation Survey Report
(1H 2021, 2H 2021F and 2022F)
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During the period between 12-31 August, 2021, The Associated Chinese Chambers of Commerce and Industry of
Sarawak (ACCCIS) has conducted its half-yearly ACCCIS’s Quick-Take Survey on Sarawak Economic Situation,
covering 1H 2021, 2H 2021F, 2022F.

The survey has received a total of 316 respondents ranging from micro enterprise (27.5%), small enterprise
(52.5%), medium enterprise (15.8%) to large enterprise (4.1%). Manufacturing made up 14.6% of total
respondents, services and other sectors made up the remaining 85.4%.

The participating members scattered throughout the state of Sarawak, including Kuching (113), Sibu (77), Bintulu
(32), Miri (24), Simanggang (13), Sarikei (10), Betong (7), Mukah (7), Batu Niah (5), Serian (5), Kapit (5),
Samarahan (5), Baram (4), Bau (2), Sebuyau (2), Saratok (1), Limbang (1), Bintangor (1), Sebuti (1) and Daro (1).

The purpose of this Survey is to collect feedbacks from the business community on the performance and
expectations of economy and business; identify main factors affecting business performance; and gauge the
implications of current issues and challenges faced by the businesses. The result of the survey is a good
barometer to assess the performance and expectations of the economy from the perspective of our local business
community.
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52.5% of respondents revealed that Sarawak economic situation was worse off in 1H 2021, only 3.5% had
performed better whereas 44% remained neutral. Compared to 1H 2021, 64.9% of respondents predicted a
worsen economic prospect in 2H 2021.

For 2021, 58.2% of respondents expected economic outlook to deteriorate, only 1.6% expected a better outlook
whereas 40.2% remained neutral. As for the outlook in 2022, the number of respondents with pessimistic view
reduced to 45.5% from 58.2% in 2021, those held a view of better outlook increased to 10.8% while 43.7%
remained neutral.

Overall, most of the businesses have foreseen that the economic prospect in year 2021 would be
worsened due to the prolonged pandemic impact and strict containment measures that have caused deep
economic scarring effects. The business community held a pessimistic view and adopted a cautiously
neutral approach on the economic outlook for 2022.
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50.3% of respondents revealed that their business has worsened in 1H 2021. Only 4.4% of respondents were
better-off while 45.3% of respondents indicated that their business performance remained status-quo.

58.6% of respondents foresaw their business to get worse in 2H 2021 and situation would get better by 1H 2022
with only 44.9% expected their business to get worse.

More than half of the respondents of 56.7% expected their business to get worse in 2021, only 4.4% anticipated
better while 38.9% held a neutral outlook for their business.

For 2022, 43.1% of respondents expected a worse business outlook, only 10.4% expected better while 46.5%
indicated neutral.

Overall, most businesses continue to struggle to cope with a long-drawn pandemic impact. Their
production and operation have been restricted and demand for their products and services has declined.
Therefore, businesses were pessimistic about the prospect in 2021 and held a cautiously neutral outlook
for 2022.
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Top five factors that have impacted business performance in 1H 2021 are: (I) targeted area for
MCO/CMCO/EMCO (55.7%); (Il) increase in prices of raw materials (53.2%); (Ill) high operating costs and cash
flow problem (50.3%); (IV) changing of consumer behaviour (49.4%); (V) declining business and consumer
sentiment (48.1%).

Other significant factors cited by the respondents include political climate, lower domestic demand, lack of
financing, disruptions of the supply chain, increase bad debt and delay payments, the Ringgit's fluctuation,
shortage of raw materials, availability of skilled labour and lower external demand.
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For the recovery of the business revenues comparing
to pre-pandemic level, 80.5% of respondents reported
that their business revenues were still below pre-
pandemic level in between the range of 10% and more
than 50% (36.1% were 10%-30% below pre-pandemic
level; 22.2% were 31%- 50% below pre-pandemic
level; and 22.2% were more than 50% below pre-
pandemic level). However, there were 11% of
respondents indicated that they have achieved higher
revenues and their business revenues have returned to
pre-pandemic level in between the range of 10% and
30% above while 8.5% of respondents have regained
the same level of revenues.
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A majority of the respondents (85.8%) did not expect a
strong comeback, 45.9% held an uncertain view
whereas 39.9% maintained neutral for the economic
recovery in 2022. Only 14.2% of respondents were
confident that the economy will recover in 2022.
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How many months can your current cash flow cover business operations/ productions,
raw materials/ inventery, manpower?
Q1. 55 18 B 00 IS, f A 5 B 25 2021 SR ES T M
Do you foresee your business closing down in 2021 given the prolonged pandemic impact?
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Are you still concerned about 3Cs (Cash flow, Cost and Credit)?
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On the 3Cs (Cash flow, Cost and Credit) issues, 71.8%
of respondents were still concerned about 3Cs. Only
3.8% of respondents have had no concern while 24.4%
of respondents indicated that they are manageable.

36.4% of respondents have experienced a very tight
cash flow problem and unable to cover the costs of
their business operations/productions, raw
materials/inventory and manpower for 3 months.
Among them, 8.5%o0f respondents would be unable to
cope with the cash-flow problem and will most likely
cease operation, while 28.5% were unsure, depending
on how long the pandemic would last.

In addition, 35.4% of respondents indicated that their
cash flow position is only sufficient to cover 3-6 months
of operating expenses, the remaining 28.2%
responded that they could last for more than 6 months.
The result showed that a majority of the respondent
(63%) could survive the COVID-19-inflicted economic
downturn, even though with a tough journey aheads.
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Please rate the level of agreement to a statement of
“Public is frustrated at the slow rollout of vaccines”.
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36.1% of the respondents were frustrated with the slow
rollout of vaccine, while 33.3% disagreed and 30.7%
remained neutral.
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47.8% of the respondents did not expect Sarawak
could achieve herd immunity target by August 2021.
People remained wary about the efficacy of the
protection of vaccines against the new virus variants
that are more virulent and highly contagious. Only
22.8% of respondents believed that the herd immunity
could be achieved whereas 29.4% were unsure.
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Currently, Sarawak’s vaccination rate ranked among
the top in the country’s vaccination programme. As of 4
September 2021, 1,883,698 Sarawakian (91.2%) have
already had their first dose of the vaccine, among
which 1,832,445 (88.7%) have completed their two
doses. In total, 64.3% of the population have now been
vaccinated.

It is widely acknowledged that the speedy mass
vaccination towards achieving herd immunity (70%-
80% of total population vaccinated) holds the key to
expedite the NRP so as to bring the country out of the
COVID-19 pandemic with resilience. Sarawak has now
entered into phase 3 of the National Recovery Plan
(NRP), except for the Southern Region, more
economic sectors and social activities are allowed to
operate gradually. With that, the business community
hoped that the economic activities would resume
comprehensively sooner, and the government could
focus on the development of the economy, so that
various economic sectors could gradually recover.
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Has your company altered its digital transformation plans as a resuit of the COVID-19?
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33.2% of the respondents stated that COVID-19 has
altered their digital transformation plan while 39.9%
maintained their plan, whereas the remaining 26.9%
are still considering the next course of action.
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What is (are) the reason (s) that your company does not aggressively adopt digitalisation and/or

automation?
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The main reasons for not aggressively adopting digitalisation and/or automation were: (1) continued with current
business model, and hence, no need to adopt (41.5%); (2) not applicable, already aggressively adopted in recent
years or planned to aggressively adopt in next 12 months (27.5%); (3) business operation is unsuitable to adopt
(e.g. contract-based / outsourced-based / sunset business) (23.4%); (4) not ready, and focus on other priorities
(e.g. achieve economies of scale and have larger orders) (22.8%); (5) does not believe it could bring benefits /
economic benefit (benefit-to-cost) is not attractive (7.9%). Other feedbacks include digitization cannot replace
manpower-driven processes, in particular, the construction industry which relies on a large amount of labour, the

local internet connectivity is poor, it may not be suitable to all industries, etc.
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What are, or have been, the biggest challenges to implementing digital transformation technology?
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On the challenges faced in implementing digital transformation technology, 45.3% of the respondents cited that
lacking IT support staff is the key challenge, followed by training of new technology for employees (44.9%), lack of
budget (41.8%), training IT staff to provide support (33.2%), maintaining digital IT security system (32.6%),
convincing customers about the benefits of transformation of technology (25.6%), support from the management
and employees (24.1%) and convincing employees about the relevant benefits (10.4%).

This is a worrisome development as many businesses are still hesitant to embrace digital transformation
technology and adopt automation process as this would affect their competitiveness in the post COVID-19

pandemic era.
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"Bantuan Khas Sarawakku Sayang 7.0” provides a
timely assistance for the SMEs in Sarawak to ease the
burden of cash flow. The survey showed that 37.7% of
the respondents have benefited from the assistance.
Nevertheless, 33.2% were unsure of the effectiveness
whereas 29.1% of the respondents opined that they did
not benefit much from the aid package.
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Please indicate the Sarawak Government’s initiatives/incentives that you are enjoying.
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Under the various assistance measures launched by the Sarawak government, discounts on water and electricity
bills (68.7%), discounts for assessment rates (52.5%), interest subsidy on loans for SMEs (Special Relief Facility
(SRF)) (20.9%), Sarawak Micro Credit Scheme (9.5%), special assistance to tourism industry players (6.3%) and
special grant for hawkers and petty traders (5.4%) are among the important measures which would help the
businesses to tide over the challenging time.
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Which of the following is deemed as the most effective measure in helping the businesses to overcome

the difficulties.
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Among the most effective measures in helping the businesses to overcome the difficulties include: Wage Subsidy
Programme (79.1%), Interest Subsidy on Loans for SMEs (Special Relief Facility (SRF)) (50.3%), One-off financial
aid of RM10,000 (46.5%), Loan Moratorium (43.7%).
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Conclusion

Overall, the survey results indicated that most businesses continue
to suffer severe economic impacts from the prolonged pandemic
and the strict “open and shut” containment measures have resulted
in uneven and divergent recovery paths across different sectors
and industries. It would take some time for the scarring effects of
the pandemic to wear off. Some businesses would require a longer
time to recoup the revenue losses and make up their operation
losses.

Market remained wary about the efficacy of vaccines protection
against the new virus variants which are more virulent and highly
contagious. For the same reason, businesses have maintained a
cautious view about the economic condition as well as the business
prospect in 2022.

Accordingly, ACCCIS hopes that the Government, Sarawak
Disaster Management Committee (SDMC), the relevant Ministries
and agencies could better coordinate and synchronise their
formulation of the SOP, continue to have close engagement with
the stakeholders in ensuring the effective implementation of
National Recovery Plan and towards a safe reopening of the
economy.
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FINANCING SCHEMES OBJECTIVES FUND PROVIDER
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SOFT FINANCING
SCHEME FOR
AUTOMATION &
MODERNISATION
(SFSAM)
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SOFT FINANCING
SCHEME FOR
SERVICES SECTORS
(SFSSS)
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SOFT FINANCING
SCHEME FOR

SMALL AND MEDIUM
ENTERPRISES
(SFSME)
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SOFT FINANCING
SCHEME FOR

DIGITAL &
TECHNOLOGY

(SFDT)
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SUSTAINABLE & GREEN
BIZ FINANCING

(SGEBF)
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SME REVITALISATION
FINANCING (SMERF)
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» To assist manufacturing companies to automate and

modernise processes

+ To minimise dependence on labor and upgrade production

capability and capacity

« To assist services providers to expand / upgrade /

modernize / diversify their services into higher value-
added activities

+ To improve productivity and efficiency in service delivery
+ To provide financial assistance to new start-ups for the

creation of new services entrepreneurs

= To promote the development of SMEs
+ To assist existing & newly established enterprises in project,

fixed assets and working capital financing.

+ To accelerate local SMEs in adoption of e-commerce
* To increase marketability of local SMEs' products into

national and global market

+ To encourage and increase utilization of digital

technologies among local SMEs as a means to escalate
competitiveness and efficiency and marketability

+ To encourage and increase utilisation of green technology

and energy efficiency among local industry players

+ To encourage the use of energy efficiency systems and the

use of ‘greener’ manufacturing processes which reduce
water and raw material consumption and thus minimize air
pollution, solid waste and waste generation

+ To enhance the capacity building of local companies facing

intense competition by the impact of liberalisation

+ To encourage the expansion/upgrading/ modernisation/

diversification for existing services providers into higher
value-added activities and improving productivity and
efficiency in service delivery

+ To encourage local companies to compete globally through

M&A, as well as participation in overseas projects

+ To assist new start-up companies/enterprises - creation of

new services entrepreneurs

+ Provide a comprehensive financial solutions and

accessibility to assist viable SMEs constrained by
financial difficulties and underserved sectors.

+ Ease cashflow blockage facing by viable SMEs in revitalising

& achieving business goals, strengthening core business,

__ building capacity & capability and Improve productivity as well

as job crealion.

+ Facilitate local and potential SMEs to high level of

competition through  enhancement of  products
marketability, busi p and adopti of
technology & modernisation.

cliitate local and potential SMEs to obtain financing with
1 collateral, credit history and track record.

and convenient way to finance the need of
p to small and emerging business.

&

MINISTRY OF INTERNATIONAL
TRADE & INDUSTRY

&

MINISTRY OF FINANCE
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— Short Video Contest
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Stand a chance to win prizes worth
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Fax: +6082-429950 Website: www.acccis.org.my
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Consulate-General of the People’s Republic of China in Kuchi
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Breakfast with ACCCIM’s Delegations
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Visit by Bintulu Chinese Chamber of Commerce and Industry
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Sarawak International Trade Development Committee Meeting
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Majlis Pemulihan Negara’s Dialogue Session
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Chief Minister's Industry Excellence Awards (CMIEA) 2021
Awards Presentation
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Maybank Z; 9 Z £ 14.08.2021
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