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EXECUTIVE SUMMARY 

In May 2018 Malaysia underwent its first regime change in its political 

history. This saw the return of Mahathir Mohamad as prime minster,  

15 years after his first tenure as prime minster from 1981 to 2003. As the 

country heads towards the first anniversary of the Pakatan Harapan 

(Alliance of Hope) government, it is imperative that the momentum for 

political change is not stalled. This Analysis identifies four key areas that 

the new administration must deal with in the next 12 months: the Malay 

Agenda/Bumiputra Policy; the 1963 Malaysia Agreement (MA63); 

political Islam; and a clear timetable for transition of power. These issues 

are not only crucial to the stability of the PH administration, but also for 

long-term institutional reforms. The first three issues are not new — they 

went on unresolved under the previous regime, leading to an 

increasingly dysfunctional political system and culminating in the change 

of government. The PH government has an opportunity to change 

Malaysia’s political trajectory if it takes steps to resolve these issues. The 

more immediate issue at the highest level of government is the promised 

transition of power to Anwar Ibrahim. If not handled properly, PH may 

turn out to be a one-term government and the country could revert to the 

old regime. 
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Prior to Malaysia’s 14th General Election (GE14) in 2018, the country 

was a seemingly stable semi-democracy where the ruling party, United 

Malays National Organisation (UMNO), was widely regarded as 

unbeatable. UMNO and the ruling coalition, Barisan Nasional (BN), had 

won every general election for the past six decades.1 Yet on 9 May 2018 

it was defeated by Pakatan Harapan (PH or Alliance of Hope), a newly 

constituted coalition led by former Prime Minister Mahathir Mohamad.2 

PH’s victory came in the wake of the corruption scandal engulfing former 

Prime Minister Najib Razak, and was accompanied by Mahathir’s switch 

to the opposition from his former (and ruling) party, the newly discredited 

UMNO. Until his resignation in 2003, Mahathir had led UNMO in 

government for more than two decades.  

The first regime change in Malaysia’s political history brings 

unprecedented political challenges for the PH administration. It is not 

easy to impose a new set of political norms after six decades of one-

party rule. Key reform areas are related to issues of good governance, 

including the independence of state institutions which have been 

undermined by 60 years of one-party dominance in Malaysia.  

The new Mahathir administration faces many political challenges. 

However, there are four key issues that the administration must address 

before the next general election in 2023. These are the Malay 

Agenda/Bumiputra Policy; the 1963 Malaysia Agreement (MA63) and 

the status of the former British colonies of Sabah and Sarawak on the 

island of Borneo; political Islam; and the timeline for transition of power 

from Mahathir to Anwar Ibrahim. The first three issues remained 

unresolved for many years under the BN regime. The resolution of these 

issues is crucial to Malaysia’s political stability in the near term and to 

laying the foundation for long-term reforms.  

Many seasoned Malaysian observers may regard these issues as 

‘common sense’, but they need to be treated as priorities given the 

number and scale of reforms necessary to bring the country out of its 

persistent political system driven by ethnic and religious tensions.  

THE MALAY AGENDA/BUMIPUTRA POLICY 

In response to racial riots in Malaysia in May 1969, attributed at the time 

to the wealth imbalance between indigenous Malays (bumiputra)3 and 

non-Malays, the Malaysian Government sought to re-engineer 

Malaysian society through the New Economic Policy (NEP).4 The NEP 

had two aims. The first was the eradication of poverty, irrespective of 

race. The second was “restructuring society to eliminate the identification 

of race with economic function”.5 In 1970, Malays comprised nearly  

50 per cent of the population and held less than 3 per cent of the 
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country’s wealth. This inequity rendered Malaysian society inherently 

unstable, with its principal ethnic group holding an insignificant share of 

the economy. The restructuring sought to give the Malay community a 

minimum of a 30 per cent share across all economic and social spheres 

and ensure that the Malay community was represented in all occupation 

groups. 

Since the introduction of the NEP in 1971, the Malaysian Government 

has injected billions of dollars in direct subsidies into the Malay 

community. The aim was to create a competitive Malay community — 

officially termed the Bumiputera Commercial and Industrial Community 

(BCIC).6 In addition to subsidies, the Malay community were granted 

other advantages including quotas in university intakes and 

scholarships, government contracts and procurement, business licences 

and loans, employment in the civil service and government-related 

entities, and even discounts on new houses and dwellings. The entire 

preferential system is often referred to as the Malay Agenda or 

Bumiputra Policy. While many see this as a blatant form of racial 

discrimination against non-Malays, the policies have become so 

entrenched in the Malaysian system that they are considered political 

‘sacred cows’, leading some to refer to the NEP as the “Never Ending 

Policy”.7  

For policymakers in Malaysia, the NEP is seen from two distinct 

perspectives. First, there are those who see positives in the policy. They 

believe that direct government intervention in education has helped to 

create a prosperous Malay professional middle class, as evidenced by 

the large number of bumiputra professionals in fields such as 

accounting, law, and engineering.8 This was mainly accomplished by a 

strict quota system imposed on all public tertiary institutions and 

scholarships. Public universities in Malaysia, for example, generally 

reserved a minimum of 55 per cent of their intake for bumiputra students. 

For ‘critical’ courses such as engineering and medicine, the percentage 

was much higher. In addition, special bumiputra-only tertiary institutions 

were created to dramatically increase the number of places for 

bumiputra students.9 Government-funded scholarships were another 

means of greatly increasing the number of Malay graduates. More than 

80 per cent of all government scholarships for studies outside Malaysia 

were awarded to Malay students.10 

Compared to the pre-NEP period, the number of Malay professionals 

created by the NEP affirmative action policies is impressive, with the 

contemporary Malay community well-represented across all professions: 

for example, more than 40 per cent of lawyers and almost 50 per cent of 

medical doctors are ethnic Malay compared to less than 10 per cent  

pre-NEP.11 In terms of the second aim of the NEP (that of “restructuring 

society to eliminate the identification of race with economic function”), 

therefore, the results appear to justify the massive government 
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intervention in creating a large and prosperous Malay professional 

middle class. 

The second perspective on the NEP is more negative, primarily on the 

basis of the NEP’s push to empower the Malay community economically 

through the creation of the BCIC. Many scholars have argued that the 

project has had limited success.12 The government initially relied on 

simplistic ways to expand the Malay share of the economy, imposing a 

strict permit and licence system on large sections of the economy. Many 

of these permits and licences were only available to Malay business 

people or Malay-majority businesses. Until the mid-1990s, large 

Malaysian-owned companies that wished to list on the stock exchange 

were required to sell 30 per cent of their shareholdings to government-

approved Malay shareholders. This policy increased the Malay share of 

the equity market to beyond 30 per cent.13 However, the system of 

permits, licences, and compulsory shareholdings did not help create an 

economically competitive commercial and industrial Malay community. 

There was much abuse; many Malay business people who were 

‘approved’ by the government promptly sold their permits and licences to 

non-Malays for instant profit, defeating the purpose of the scheme. 

During the privatisation phase of the first Mahathir administration (1981–

2003), the most profitable public utilities were sold to a select group of 

Malay businessmen close to UMNO. While the privatisation process 

created instant millionaires in the Malay community, it also produced 

some negative consequences.  

First, many Malay business people who had been awarded government 

contracts continued to rely on government patronage as their business 

model. Rather than building viable businesses, they simply on-sold the 

government contracts and permits to non-Malays. In other cases, they 

created joint ventures with non-Malay businesses, reaping the benefits 

as nominal ‘Malay’ partners, rather than building acumen and business 

experience in their own right. To keep their ‘businesses’ going, they 

sought more bumiputra contracts from government. In this Malay 

business ecosystem, business people do not learn the most important 

lesson in business: competition.  

Second, the political parties in the (then) ruling coalition, Barisan 

Nasional, used the permit and licence system, the privatisation process, 

and government contracts to create a powerful network of individual 

business people who owed their business success solely to their 

political connections.14 This was especially true of UMNO, the 

predominant party in the coalition. These UMNO-connected business 

people were expected to support other parties and politicians in the 

ruling coalition with large sums of cash during general elections and 

internal party competitions. It became a win-win situation for the political 

patron and the business client.  
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As a result of the NEP, the majority of these Malay business people 

became ‘rent-seekers’, using their Malay-status to get government 

contracts. They had no valid claims to entrepreneurship but rather 

excelled at exploiting government contracts. Using political pressure to 

extract further government contracts, they infected the political system in 

the broad. Powerbrokers in government accessed vast wealth to 

maintain their positions via proxies in the business sector. In turn, these 

business people collected ‘rent’ on behalf of their political sponsors in 

private, while publicly claiming to be acting in the interests of the 

bumiputra community and the BCIC.15 

The implementation of the NEP and creation of the BCIC had two 

profound consequences. It created deep resentment among the  

non-Malay community, particularly the Chinese and Indian minorities. 

The non-Malay community were especially resentful that their children 

were denied the right to university education and business 

opportunities.16 It led to unnecessary ethnic tensions between the 

Malays and non-Malays. Had the government modified the affirmative 

action policies from a bumiputra-only program to a needs-based 

program, the Malay community’s needs would still have been served. 

That community constituted the single largest bloc among the lowest 

socio-economic group and would have been the main beneficiary of the 

affirmative action program regardless. By using a racial criteria, UMNO 

created an artificial ethnic barrier for political reasons but the price the 

country paid was a permanent breakdown in inter-ethnic relations 

among Malays and non-Malays, making national unity impossible.17 

The expansion of the BCIC also created an elite layer of politically 

connected Malay business people who depended solely on government 

contracts to survive. This group added another wedge to the Malay/ 

non-Malay divide by persistently arguing that Malay businesses needed 

special government protection and expansion of the bumiputra-only 

contracts in order to realise the Malay Agenda. If the government were 

to pursue a competitive, free-market approach, this group argued, 

predatory Chinese businesses would seek to monopolise the Malaysian 

economy. Some might call the BCIC expansion ‘crony capitalism’ — 

Malaysia ranked second on The Economist’s crony-capitalism index in 

2016.18 However, in Malaysia this form of crony capitalism had an 

explicit ethnic dimension.19 

The new PH administration has acknowledged that the Malay 

Agenda/Bumiputera Policy needs reform. Mahathir’s own Council of 

Eminent Persons (CEP) suggested that reforms to the affirmative action 

policies are necessary to bring Malaysia to the next economic level.20 

However, having garnered only about a quarter of the Malay votes in 

GE14, the Mahathir government recently announced that the Malay 

Agenda will continue,21 with some changes. He has not offered specifics. 

In all probability, there is no political appetite to make real changes to the 

Malay Agenda until PH has won the Malay vote at the next general 
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election, due in 2023. The overriding fear is that if changes are made 

now, PH will lose Malay support and may even lose government at the 

next election.22 

THE 1963 MALAYSIA AGREEMENT (MA63) AND 
SABAH AND SARAWAK 

For the first time since the 1980s, the state governments in both Sabah 

and Sarawak, located on Borneo island in East Malaysia, are controlled 

by a political party that is not a full member of the federal governing 

coalition based in Peninsula or West Malaysia. In Sarawak, the 

governing party has stated clearly that it is only interested in ‘Sarawak 

First’ policies, while in neighbouring Sabah, the state government is only 

an ally of the PH government and has refused to join as a full coalition 

member.23 Historical grievances have fuelled a rising state nationalism, 

and have contributed to the contemporary tensions between East and 

West Malaysia. 

The starting point for understanding these contemporary tensions is the 

Malaysia Agreement 1963 (MA63), which created the Federation of 

Malaysia. It was signed by the United Kingdom, Malaya, Singapore, 

North Borneo, and Sarawak and grants the states of North Borneo (as 

Sabah was then called) and Sarawak a high degree of autonomy in the 

proposed federation. The origins of this autonomy lie in the so-called 

“Twenty Point” agreement — 20 areas in which the political leaders of 

North Borneo and Sarawak sought autonomy in return for supporting the 

formation of the new Malaysian Federation.24 Their principal targets 

were: 

• Religion: Islam’s status as the national religion of Malaysia should not 

be applicable to Sarawak and Sabah.  

• Immigration: Immigration control should be vested in the state 

governments of Sabah and Sarawak. 

• “Borneanisation”: Positions in the civil service should be filled by local 

residents whenever possible. 

• Constitutional safeguards: No amendments or modification to the 

Twenty Points should be made without the agreement of the Sabah 

and Sarawak state governments. 

• Right of secession: No secession from the federation should be 

permitted. 

• Indigenous races: The indigenous peoples of both Sarawak and 

Sabah should enjoy a ‘special position’ commensurate with that of 

the Malay community. 

Historical grievances 

have fuelled a rising state 

nationalism, and have 

contributed to the 

contemporary tensions 

between East and West 

Malaysia. 

 



 ‘NEW’ MALAYSIA: FOUR KEY CHALLENGES IN THE NEAR TERM 

 

 7 

 

• Tariffs and finance: Sabah and Sarawak should be given a high 

degree of autonomy over their financial affairs, such as control of 

their own finance, development expenditure, and tariffs.  

• Language: English should continue as the official language. 

Many of these aims were considered by an Inter-Government 

Committee (IGC), which comprised representatives from all sides. 

Where there was agreement, it was incorporated into the new Malaysian 

Constitution, which was based on the Malayan Constitution.25 

For Sabah and Sarawak leaders, then and now, there was a fear of 

being taken over by those on the peninsula if they did not retain a high 

degree of autonomy.26 After half a century of the federation, many feel 

that these supposedly autonomous matters have been effectively taken 

over by the federal government through bureaucratic regulations as well 

as constitutional amendments contrary to MA63. State nationalists argue 

that Sabah and Sarawak contribute more in economic terms to the 

federation than they get out of it, especially in oil and gas, and that 

political neglect has resulted in the underdevelopment of Sabah and 

Sarawak compared to the peninsula. For example, they point out that 

many parts of the interior in Sabah and Sarawak do not have access to 

electricity or piped water.27 

In Sabah and Sarawak, the political ideologies of Ketuanan Melayu 

(Malay supremacy) and Ketuanan Islam (Islamic supremacy), both 

strongly maintained by the ruling UMNO party for more than 50 years, 

are controversial. The main indigenous peoples in Sabah and Sarawak, 

the Kadazandusun Murut (KDM) and the Dayaks, respectively, are 

largely non-Muslims and non-Malays for whom such concepts are 

anathema.  

More importantly, the version of Islam practised in both states is far more 

liberal and tolerant compared to that in West Malaysia. This is largely 

due to the population structure. Unlike West Malaysia, where Malays 

constitute more than half the population, Sabah and Sarawak are plural 

states with no single ethnic group making up more than 40 per cent of 

the population. In Sarawak, around 40 per cent of the state’s population 

is Christian.28 In Sabah, a major grievance is the rapid dilution of the 

indigenous community through a covert state-sponsored migration 

program to increase the Muslim population.29 Prior to the 1980s, Sabah 

was a non-Muslim state. By the late 1990s, the Muslim population in 

Sabah had increased to about half and, more importantly, the Muslims 

became a voting majority, thus altering the power balance in the state 

significantly. Today, roughly one-third of Sabah’s population are 

migrants, almost all of them Muslims from Southern Philippines and 

Indonesia.30 There is consensus that it was the federal government 

under the first Mahathir administration that initiated this covert program 

to gain control of Sabah under a Muslim government.31 
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One of the most important outcomes of GE14 is that the ruling coalition 

in both Sabah and Sarawak are not formal members of the federal PH 

alliance. In Sabah, the ruling coalition consists of Party Warisan Sabah 

(PWS or Sabah Heritage Party) and PH Sabah. An electoral alliance 

between the two contributed to their success in the 2018 general 

elections. The federal PH had invited PWS into a coalition prior to the 

election, but PWS refused on the basis that Sabahans would not tolerate 

a party that was not locally based. This strategy of state nationalism 

worked, and the electoral pact allowed PWS–PH Sabah to capture 

power. In neighbouring Sarawak, the Sarawak BN discarded the federal 

BN on election night and rebranded themselves as Gabungan Parti 

Sarawak (GPS or Alliance of Sarawak parties). Both PWS and GPS 

have proclaimed themselves to be state nationalists who want to secure 

‘rights’ under MA63. Both claim to be actively seeking ‘autonomy’ from 

Malaysia’s administrative capital, Putrajaya. 

These political machinations reveal historical grievances in Sabah and 

Sarawak that are real and deep, and if not dealt with properly at the 

political level could provide the impetus for a secession push. Small 

secessionist movements are already active in both states. These could 

easily gain momentum if Putrajaya continues to ignore historical 

grievances. While there is no constitutional provision for secession, there 

is a compelling precedent: in 1965, Singapore separated from the 

Malaysian federation through a special act of parliament.  

Putrajaya so far has responded to the discontent by establishing a 

special cabinet-level committee on MA63 and the status of Sabah and 

Sarawak led by Mahathir himself.32 He has promised to grant autonomy 

to both states via a process of decentralisation. However, this process 

has invited suspicion. First, Sabah and Sarawak lost significant 

autonomy during the first Mahathir administration. Second, the special 

cabinet committee is evenly divided between the peninsula and 

Sabah/Sarawak with the prime minister holding the casting vote.33 The 

opposition GPS-led Sarawak state government has already announced 

that certain issues are non-negotiable even before the committee starts 

its work. The (PWS) Sabah government’s position is more positive, given 

its alliance with PH Sabah. Nevertheless, PWS is unlikely to back down 

on its core demands of greater autonomy for Sabah and Sarawak, 

higher oil royalties, and more development funding.34  

POLITICAL ISLAM 

The question of the role that Islam should play in Malaysian politics is not 

new.35 In 1951, a breakaway group of Muslim clerics seeking to 

establish an Islamic state formed Parti Islam Se-Malaysia (PAS or 

Islamic Party of Malaysia). For the first three decades of independence, 

PAS was the mainstay of political Islam in Malaysia.36 Since then, PAS 

has steadfastly called for the establishment of an Islamic state in 

Malaysia.  
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In the 2000s, however, new groups began to emerge to challenge PAS’s 

version of Malaysia as an Islamic state. Many of these groups, including 

Malaysian Muslim Solidarity, Jemaah Islah Malaysia, the Association of 

Malaysian Scholars, and the Islamic Welfare and Missionary Association 

of Malaysia, as well as sections of PAS, openly called not only for the 

creation of an Islamic state but, more contentiously, that the entire  

non-Muslim population be disenfranchised. In their version of an Islamic 

state, the most extreme of these groups seek to strip the non-Muslim 

population in Malaysia (currently about 35 per cent of the population), of 

their political rights, reducing them to the status of dhimmni — a 

protected minority with restricted rights.37 The ultimate aim of these 

groups is to create a Malay-Islamic state where Sunni Islam’s 

supremacy is fused with Malay ethnicity and identity. In this unique 

Islamic state, Islam and the Malays would form one, Muslim, people.38 

There is nothing accidental about the rise of political Islam in Malaysia, 

which came about primarily through three factors. The first derived from 

the fierce political competition between UMNO and PAS for the Malay 

vote. The two parties found Islam to be the most effective political tool to 

get electoral support and mobilise the Malay polity — the ‘Malay vote’ 

became the ‘Islamic vote’. Both sides vied to be the most ‘Islamic’, 

creating more hard-line positions on Islam, despite Malaysia’s multi-

racial and multi-religious society. A key reason why the ‘Islamic vote’ 

was so potent was the constitutional requirement that all ethnic Malays 

are Muslim. Thus by the 1990s, the only political game in the Malay 

community was Ketuanan Islam (Islamic supremacy), which coupled 

with the already prevalent Ketuanan Melayu (Malay Supremacy) meant 

it became increasingly impossible to separate the two. 

The second factor was UMNO’s bureaucratisation of Islam.39 To 

demonstrate its true championship of Islam, UMNO’s Mahathir 

established the Malaysian Islamic Development Department (JAKIM) 

within the prime minister’s office. A key consequence of JAKIM was a 

gradual revolution in the teaching of Islamic theology in government 

schools. That teaching espouses a theology derived from the Middle 

East, particularly Saudi Arabia. Rather than teaching inclusiveness and 

tolerance of other faiths, this Saudi Arabia-centric curriculum promotes 

an exclusivist view of Islam, Islamic supremacist attitudes,40 disdain for 

Islamic theologians who disagree with this doctrine, contempt for 

minorities, and hatred for Islamic groups such as the Shias.41  

Third, after the Iranian Revolution in 1979, Malaysia, like the rest of the 

Islamic world, underwent a revival of Islam. Saudi Arabia tapped into this 

global interest by giving money to numerous institutions and charities in 

the developing Muslim world and generous scholarships for thousands 

of Muslim students to study in Saudi Arabia. Its aim was to counter Iran 

and promote ultraconservative Islam — Wahhabism and/or Salafism. 

Thousands of young Malaysians went to Saudi Arabia and other parts of 

the Middle East to study Wahhabism/Salafism and its intolerant and 
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exclusivist way of thinking. A sizeable number became religious teachers 

or ustaz, established their own Tahfiz schools and propagated their 

ideas to young Malaysian Muslims inside Malaysia.42 

Together, these factors produced a brand of intolerant Islam that 

promoted the narrative of Muslims vs non-Muslims in Malaysia over the 

past three decades. The non-Muslim population, especially the Christian 

community in Malaysia, feel they are under siege by Islamists who are 

suspicious of anything they deem to be Christian.43 For example, 

attempts were made to stamp serial numbers on every Bahasa 

Indonesia bible imported into Malaysia because of a fear that exposing 

Malays to Indonesian-language bibles may lead them to apostasy.44 

TRANSITION OF POWER FROM MAHATHIR TO 
ANWAR 

Malaysia underwent its first change of government in six decades in 

2018. While there is a lot of political goodwill towards Mahathir and the 

new government, increasingly there is a sense that a big political crisis is 

looming. In 2020, Mahathir is expected to retire and Anwar Ibrahim, 

leader of Parti Keadilan Rakyat (PKR or People’s Justice Party), to take 

over as prime minister under an explicit agreement made between the 

coalition parties prior to the election. According to that agreement, 

Mahathir would serve for the first two years of the new government and 

hand over the prime ministership to Anwar in 2020.45 The reasons for 

such an arrangement are clear: Mahathir’s advanced age — he will be 

95 years old in 2020; and a change of leadership around that time would 

provide a sufficient period for settling into office before the next general 

election, due in 2023.  

Mahathir himself has confirmed several times that Anwar Ibrahim will 

replace him. However, among the political class there are persistent 

rumours to the contrary.46 Anwar’s ability to lead PH to victory in the next 

election is in question, particularly after leading the opposition to defeat 

in 2004, 2008, and 2013. It was only in the 2018 election, under 

Mahathir, that the opposition finally succeeded. 

While Anwar Ibrahim has been resilient politically, his skills in 

government are untested. There is also persistent talk that Mahathir 

would prefer Mohamed Azmin Ali, the Minister of Economic Affairs, as 

prime minister.47 With Azmin Ali the deputy president of Anwar’s party, 

PKR, this scenario would be politically convenient: PKR gets the prime 

ministership, with Anwar compensated in other ways. Mahathir also 

saves face under such an arrangement, having kept his word on the 

transfer of power. 

Persistent chatter about Anwar Ibrahim’s ability to ascend to the top job 

is having a destabilising impact on Malaysian politics. In a government in 

which power is highly centralised in the office of the prime minister, the 
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prime minister’s standing is crucial in maintaining continuity and defusing 

tensions.  

Similarly, the Malaysian economy and financial markets do not like 

political uncertainty, particularly after such an unprecedented regime 

change. Malaysia has thrived economically in the past, in part because 

of the political certainty produced by UMNO’s long reign.  

CONCLUSION  

In May 2018, the majority of the Malaysian polity voted for a substantial 

break from the past, and meaningful political reform. If that process is 

stalled, PH may well be a one-term government. This Analysis has 

outlined four key challenges facing the new Malaysian Government in 

the near term. As the country heads towards the first anniversary of 

regime change in May 2019, it is becoming increasingly important for the 

PH administration to deal urgently with these challenges. Failure to 

address them is not just politically reckless; more importantly, it retards 

the process of reform on a range of issues that were promised in the 

2018 election.  

As a highly emotive issue for the Malay community, and after half a 

century of affirmative action policies, the Bumiputra Policy cannot be 

reformed peremptorily. Other countries and their governments have 

faced similar problems when trying to restructure affirmative action 

programs. Nevertheless, the key warning from such experiences is clear: 

if no reforms take place, there may be a rapid expansion of the 

affirmative action policies, far beyond what was originally envisaged.48  

The grievances of Sabah and Sarawak following MA63 and the 

federation it created are real and deep. The PH administration must 

acknowledge that these two states cannot be treated in the same way as 

the 11 other states on the peninsula. The federal government’s promised 

decentralisation process should start at the earliest opportunity. The aim 

should be to return as much of the bureaucratic power to the state 

governments of Sabah and Sarawak as envisaged in the 1962 IGC 

report.49 Much has changed since the report was published and a new 

set of rules should be put in place for future federal–Sabah/Sarawak 

relations. The special cabinet committee on MA63 established in 

December 2018 is a step in the right direction. 

The question of political Islam is perhaps the hardest to deal with in 

policy terms. There are no clear successful examples elsewhere. What 

is really needed in the ‘new’ Malaysia is a complete mindset change 

when it comes to the position of Islam and the politicisation of Islam.  

The current practice (in which JAKIM and other government Islamic 

bodies refuse to get involved in inter-faith issues on the basis that Islam 

is constitutionally ‘higher’ than other religions) is not sustainable and 

inflames religious tensions between Islam and other faiths. Giving the 
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non-Islamic faiths an official platform, such as a dedicated ministry,50 

would provide a forum for rational discussion of inter-faith issues.  

Finally, the centralisation of power in the prime minister’s office means 

that political certainty, both within Malaysia and in Malaysia’s 

international relations,  is critical. As quickly as practical, Mahathir should 

appoint Anwar as deputy prime minister and the official number two in 

the administration, sending a powerful signal to the world that the 

succession is on track. A clear timetable for the transition should be 

agreed as soon as possible, including a specific date for the transfer of 

power. Collectively, these two actions would eliminate much of the 

persistent chatter and political gossip in relation to Anwar’s political 

future, and contribute to political stability. 

In the immediate aftermath of a momentous regime change, 

implementing a wholesale political reform agenda is challenging, but 

modest changes are achievable. They would lay the foundation for much 

deeper reforms in the future years of the administration. More 

importantly, they would establish the new government’s credibility as a 

‘change and reform’ government, living up to the expectations of voters. 
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