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EXECUTIVE SUMMARY  

The socio-economic contribution of the Confederation of Malaysian Brewers Berhad (CMBB), which 

consists of Carlsberg Brewery Malaysia Berhad and Heineken Malaysia Berhad, is often not well 

understood by local stakeholders. This report studies and discusses the employment and income 

contributions of CMBB to the Malaysian economy.   

Scope and methodology 

The results presented in the report distinguish between:    

 Direct impacts (generated by Heineken and Carlsberg themselves); 

 Upstream impacts (related to the procurement of local goods and services);  

 Downstream impacts (related to the distribution and trade activities); 

and are presented in terms of:  

 Value added (defined as salaries to employees; tax payments; and company profits and savings); 

 Employment (in full-time equivalents).  

The direct impacts of CMBB are based on financial reporting from the brewers. To quantify the upstream 

and downstream off-trade socio-economic impact of CMBB, Steward Redqueen uses a so-called input-

output model, which follows the financials of the System as they flow through the Malaysian economy, 

creating ripple effects across various sectors. The methodology allows for the quantification of not only the 

effects at the level of CMBB’s first-tier suppliers, but also at the level of the suppliers of the first-tier 

suppliers and traders. The downstream on-trade employment impacts are extrapolated based on the 

results of outlet survey carried out by Nielsen. The study thus captures the total economic impact of CMBB. 

Impact results 

CMBB’s direct and value chain activities are an important source of incomes and jobs in Malaysia: 

 Contributed RM 3.7 billion in salaries, taxes and profits to Malaysia, equal to 0.3% of Malaysian 

GDP in 2016. Of the RM 3.7 billion:  

o RM 2.1 billion are direct salaries and taxes paid by the two brewers, equal to 36% of the 

Malaysian beverages GDP;  

o The remaining RM 1.6 billion are indirect effects supported through suppliers and trade 

partners, and their suppliers;  

o For every litre of CMBB beverage produced and sold in Malaysia, RM 13 of value added 

are contributed to the Malaysian economy. 

 Supported RM 2.0 billion taxes, or 1.1% of total tax revenues in Malaysia. Per litre of CMBB 

beverage produced and sold in 2016 the Malaysian government received: 

o RM 5.9 in taxes from CMBB; 

o And RM 1.4 of taxes from GST and taxes paid indirectly through suppliers and trade 

partners, and their suppliers; 

o As an amendment was made to the excise tax in 2016, these figures will not wholly reflect 

the amount of taxes supported per litre in the years following 2016.  

 Supported a total of about 60,600 jobs in Malaysia in 2016, equal to 0.4% of Malaysian 

employment; 
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o 2,400 jobs are CMBB employees, equalling 0.1% of total manufacturing employment; 

o The remaining 58,200 jobs are indirect jobs at the suppliers and trade partners of the two 

brewers, and their suppliers; 

o One (1) CMBB job supports about 24 other jobs in Malaysia. 

CMBB’s impact is critically dependent on the local policy environment 

 The removal of production and category restrictions on CMBB could enable higher local production 

resulting in an increase in value added contribution from RM 4.3 billion to RM 4.7 billion in 2021; 

 A hypothetical excise tax increase of 10% could result in: 

o 6% increase in price and subsequent 5% decrease in CMBB volumes sold; 

o A shift in wealth from the private sector the state: the government will gain RM 117 

million in tax revenues, whilst Malaysian households and businesses will lose RM 80 

million; 

o A loss of 3,750 jobs along the CMBB value chain. 

 A removal of the RM 5 per litre import duty on beer could result in:  

o A loss of competitiveness of CMBB beverages and a potential switch of consumption from 

local (CMBB) to imported beverages 

o Lower consumption of local beverages could lead to drop of CMBB volumes produced, 

which in turn will translate as lower contribution to Malaysia’s incomes and employment. 

The impact lost per litre will not be fully compensated by the per litre impact of the 

consumption of imported beer. 
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1 INTRODUCTION 

The Confederation of Malaysian Brewers Berhad (CMBB) represents more than 90% of the Malaysian beer 

market and consists of Heineken Malaysia Berhad and Carlsberg Brewery Malaysia Berhad. 

The two brewers operate in a challenging market: beer consumption in Malaysia is amongst the lowest in 

the world (at approximately 20 litres per capita)1; restrictions are placed on their Brewhouse capacity; and 

the excise duties on alcohol are amongst the highest in the world. In February 2016 the Government of 

Malaysia changed the excise duty regime from a per litre tax to an alcohol-based tax. 

In this context CMBB commissioned Steward Redqueen to carry out a socio-economic impact assessment 

(SEIA) to better understand and communicate its contribution to the Malaysian economy.  

Through its operations, the two breweries generate local employment, wages, and tax payments directly in 

its plants, but also indirectly through purchasing goods and services from local suppliers. It also sells its 

beverages through a widespread distribution network of supermarkets, small shops, hotels, and 

restaurants, which depend on the consumption of CMBB’s products for a smaller or larger share of their 

revenues. In reality the production of CMBB beverages is integrated in the local economy through the 

brewers’ value chain. 

1.1 Scope 

The study captures the total socio-economic contribution of CMBB (direct and indirect) to the Malaysian 

economy. CMBB consists of two entities: 

 Carlsberg Brewery Malaysia Berhad, is part of the Carlsberg Group and has been operational in 

Malaysia since 1969; and 

 Heineken Malaysia Berhad, which was incorporated on the 24th of January 1964 and is part of 

Heineken N.V.  

In the process of producing, packaging, promoting and delivering CMBB’s products to customers, the two 

brewers stimulate economic activity throughout the entire value chain. In this study we capture the total 

(direct and indirect) impact of CMBB, distinguishing between several effect levels:  

 Direct: generated at the two breweries (Heineken and Carlsberg),  

 Upstream: supported at first-tier suppliers of key ingredients and services and at the level of their 

suppliers; 

 Downstream effects: supported at distributors and retailers, as well as their suppliers. 

The study quantifies the CMBB’s contribution to the Malaysian economy in terms of:  

 Value added; the direct and indirect supported household, company and government income; 

 Employment; the direct, indirect and induced jobs supported and the quality of those jobs; 

Besides quantifying the current socio-economic impact of CMBB in Malaysia in 2016, this study also 

provides insights into: 

 The potential impact of the brewers from 2016 and 2021, given restricted and unrestricted 

operating environments;  

 The effect of a hypothetical excise tax increase; 

 The effect of a hypothetical import duty removal. 

                                                      
1 In a 2014 WHO report, 1.3 litres of 100% pure alcohol were consumer per capita (15+ years). Of this consumption, 

76% was beer; and assuming that the alcoholic content of beer is on average 5%, we can estimate that 

approximately 20 litres of beer were consumed per capita (0.99 litres per capita / 5%). 
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The study is not exhaustive – it does not attempt to quantify indirect effects beyond the incomes and jobs 

supported, such as CMBB’s environmental footprint, or the purported health effects of consumption of 

alcoholic drinks.   

1.2 Structure of report  

The remainder this report covers the following topics: 

 Section 2 outlines the ‘input-output’ methodology used in the socio-economic study;  

 Section 3 describes the current socio-economic context the brewers operate in; 

 Section 4 presents CMBB’s impact on value added and employment in 2016 

 Section 0 provides insights into the effects of hypothetical policy changes; 

 The final section presents the conclusions and recommendations for CMBB; 

 The economic model is explained in more detail in Annex 4. 
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2 METHODOLOGY 

This chapter introduces the methodology used in the socio-economic impact assessment: 

 The study relies on a combination of economic modelling and survey data; 

 To capture the economic linkages the SEIA makes use of the input-output (IO) methodology 

developed by Nobel Prize winning Wassily Leontief; 

 The jobs supported amongst CMBB’s on-trade outlets are quantified based on Nielsen survey 

data. 

2.1 Input-output Modelling 

Calculations of economic effects are based on the so-called ‘input-output’ methodology which was 

developed by the Nobel Prize winning economist Wassily Leontief and is commonly used by economists 

worldwide for the quantification of indirect impacts of multinationals, (development) banks, and other 

organizations (for an overview of clients please refer to Annex 4). 

The starting point for the analysis is the consumption of local beer (and other beverages offered by the 

CMBB members) that can be traced in monetary terms throughout the economy. When a consumer buys a 

bottle of local beer in the supermarket, a part of what she spends is revenue margin for the sales outlet; 

another part goes to the distributor that transported the product from the production plant to the point of 

sale; and a part of the expense goes to the brewers. All of these parties procure goods and services from 

suppliers, pay salaries and taxes, invest, make a profit, and generate employment along the way. To 

capture these impacts, the total consumption value of the CMBB brewers’ products serves as an initial 

injection into a so-called Social Accounting Matrix which captures all (financial) sector inter-linkages in a 

local economy. In this way the total economic impact associated with the presence of the System can be 

traced. For more information on the methodology used, please see the Annex 4. 

The exhibit shows the information sources used to calculate the impact of the CMBB brewers in 2016.  

 

Exhibit 1: Overview of sources used in the economic modelling  
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2.2 Survey 

Input-output modelling was used to quantify all impacts presented in this study except for the downstream 

on-trade jobs presented in Section 4.3. These were quantified based on the results from a survey carried 

out among 161 on-trade outlets in Malaysia’s Central Region. The survey was executed by Nielsen in 

January 2018.  

The market study gave more detailed insights into the share of outlet revenue originating from the sale of 

CMBB beverages, and the number of employees per outlet, both full and part-time. This allowed for a more 

accurate estimation of the jobs in on-trade attributable to CMBB than input-output modelling. From the 

survey we gained insights on the total number of employees in on-trade outlets attributable to the sale of 

HL beer. These results were extrapolated on the total volume of CMBB beverages sold in Malaysia. For 

more information about the survey, please see Annex 5.  

 

Exhibit 2: Overview of sources used for the direct MOT employment impact 
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3 CMBB’S OPERATING ENVIRONMENT 

In this chapter the key characteristics of the Malaysian economy and the beer and stout industry are 

described: 

 The country has successfully achieved upper middle income status in the past decades, and aims 

to reach high income status by 2020; 

 Key structural reforms to boost labour productivity and improve fiscal consolidation are necessary; 

 The local beer and stout industry players operate in a challenging environment.  

3.1 The Malaysian economy 

In terms of economic diversification, eradicating poverty, and achieving inclusive and sustainable 

economic growth, Malaysia is a success story. In order to achieve its goal of becoming a high income 

country by 2020, the country must now ensure that it maintains its steady growth rates, boosts productivity 

and ensures inclusive growth. 

In the early 1960s, following independence from the UK, the Malaysian economy was still largely 

dependent on the production of natural resources. The economy has since developed significantly; it is 

now a leading exporter of electronics, is strongly linked to the global value chain, and is largely driven by 

the services and industry sectors (Exhibit 3, left). The country has sustained high economic growth of over 

6.4% since the 1970s and has managed to weather both the 1997 Asian Crisis and the 2008 global 

financial crisis, with GDP growth in the past decade at a steady 5%. Malaysia is now an upper middle-

income country and one of the wealthier nations in the region (Exhibit 3, right). By 2020, the Malaysian 

government aims to become a high-income country, as articulated in its Eleventh Malaysia Plan2.  

 

Exhibit 3: Breakdown of the Malaysian economy (left) and overview of regional 

GDP per capita (right). 

The Malaysian economy is approaching high income status; however it faces a greying population and 

relatively low labour productivity. When compared to regional competitors, labour productivity growth in the 

past two decades has been low3. Research by the OECD (2016) points to a declining share of skilled 

workers in Malaysia and an insufficient diffusion of technology and innovation. Reforms to improve the 

                                                      
2 Economic Planning Unit, Prime Minister’s Department 
3 Labour productivity growth rates in Malaysia since 2001 has been lower than amongst others, Korea, Thailand and 

Indonesia; source: OECD (2016) 
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productivity and skill-level of the Malaysian labour force, such as investments in education, training and 

innovation, are thus key. In this regard, the government of Malaysia has identified the need to focus on 

improving human capital in Chapter 1 of their Eleventh Malaysian Plan. However, such investments in the 

improvement of the provision of public services require significant fiscal expenditures. Current tax revenue 

as a share of GDP is low (Exhibit 4); and, given the low global oil prices, the government has also seen a 

reduction of oil-related revenues. In the face of the rising social expenditure needs, the government is in 

need of more sources of revenue. The government of Malaysia has already implemented a number of fiscal 

reforms, including the introduction of the Goods and Services Tax (GST) in 2015. Further, both the World 

Bank (2016) and OECD (2016) have identified the widening of the personal income tax base and efficiency 

improvements in tax collection as important measures the Malaysian government can take to improve 

fiscal consolidation.  

 

Exhibit 4: Tax revenue and social security contributions Malaysia and OECD 

average (% of GDP)  

In recent years consumer confidence in Malaysia has been steadily declining, this largely due to worries 

about slowing economic growth, rising food prices and political stability. At the end of 2016 consumer 

confidence was at 84%, which is low when compared to 112% in Vietnam and 110% in Thailand4, The 

purchasing power of Malaysian consumers has been dropping and the propensity to save has increased5.  

3.2 The Malaysian beer and stout industry 

Beer consumption in Malaysia is, at approximately 20 litres per capita, amongst the lowest in the world6.  

The Malaysian beer and stout industry consists of two local players who have captured 90% of the formal 

beer and stout market: Carlsberg Brewery Malaysia Berhad and Heineken Malaysia Berhad. The two 

brewers operate in a difficult environment: advertisements on television and radio are restricted; the 

brewers require a license to operate and introduce new product categories; production capacity of the 

brewers is limited to 1.8 million hectolitres each; and the excise duty on alcohol is one of the highest in the 

world. As can be seen in Exhibit 5 below, the excise duty in Malaysia is lower only than the Norwegian duty 

on beer.  

                                                      
4 Nielsen (2016) 
5 Canadean (2016) 
6 World Health Organisation (2014) 



CMBB Socio-economic impact assessment  Final report 

 

11 

 

Exhibit 5: Excise duty rates in selected OECD countries 

In February 2016 the Malaysian government revised the excise duty regime from a litre-based tax, to an 

alcohol-based tax. The excise duty rate on beer beverages is now RM 175 per 100% alcohol per litre, and 

on ciders the rate is RM 60 per 100% alcohol per litre. The changes made to the excise regime resulted in 

a further rise in unit prices (following the 2015 rise due to the introduction of the GST). This in combination 

with the lowered consumer confidence and purchasing power has further weakened consumer demand7. 

This was reflected in the year-on-year growth of the beer segment between 2015 and 2016 at 1.4%; and 

was thus the poorest performing beverage in the Malaysian commercial beverages market. In 2015 the 

discount beer segment grew by only 12% with Malaysian consumers particularly moving away from the 

premium and super-premium segments8. 

In the context of the restrictive operating environment, high taxation, and consumer prices, the parallel 

market in Malaysia is well-established.9 The contraband goods sold are either illegal imports from 

neighbouring countries or ‘home-brewed’ beverages. According to industry estimates, the sale of 

contraband has accounted for up to 90% of alcohol sales in East Malaysia, and up to 30% in Peninsular 

Malaysia. Current estimates of the contraband market size are at 1 million hectolitres10.  

  

                                                      
7 Euromonitor (2016) 
8 Canadean (2016) 
9 It is challenging to get accurate figures on the volume of contraband entering the country, and the problem can differ 

per region. Nevertheless, contraband is a substantial challenge in a number of Asian countries, such as Vietnam 

(where an estimated 70-80% of spirits are assumed to be counterfeit) and Indonesia (where the black market is 

estimated at 60% of total sales. However it is unclear how the current restrictions of alcohol sales in the countries 

have affected illicit sales). See Sustainalytics (2010). Beverages in Asia. 

 http://www.sustainalytics.com/sites/default/files/beverages_in_asia.pdf  
10 This is based on estimates by CMBB. 
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4 TOTAL CONTRIBUTION TO GDP, TAXES AND EMPLOYMENT 

In this chapter the total contribution of CMBB to GDP, taxes and employment in 2016 are presented. 

 In 2016, CMBB supported RM 3.7 billion of salaries, taxes and profits in Malaysia, of which RM 

2.1 billion were direct value added and RM 1.6 billion indirect value added;  

 CMBB supported 60,600 jobs along its value chain, 2,400 direct jobs and 58,200 indirect jobs; 

 Overall, CMBB contributed to 0.3% of GDP, 0.4% of the labour force, and 1.1% of total tax 

revenues. 

4.1 Linkages in the local economy 

The starting point of the socio-economic impact analysis is the total amount of money consumers spent in 

Malaysia on CMBB’s beverages. In 2016 consumers in Malaysia spent approximately RM 4.6 billion on 

CMBB beverages. This amount was distributed amongst various beneficiaries; first, the Malaysian 

government receives GST. Subsequently the trade sector (comprising of distributors and on- and off-trade 

outlets) receives margins, which it spends on its suppliers and to pay salaries, taxes and profits. This 

comprises the downstream impact, an indirect impact. The trade sector must also pay the CMBB brewers 

(Carlsberg and Heineken) from the consumer spending it receives. The revenue that Heineken and 

Carlsberg receive is subsequently spent on direct local value added (salaries, taxes and profits), and on 

their suppliers of key goods and services. CMBB’s suppliers in turn spend their income on their suppliers 

and salaries, taxes and profits; this comprises the upstream impact, an indirect impact.  

 

Exhibit 6: Consumption breakdown of CMBB products in 2016 

In total CMBB produced 3 million hectolitres of beverage in Malaysia for local consumption and export; 2 

million of CMBB beverages were consumed locally. CMBB’s indirect economic effects are driven by its local 

procurement expenses (upstream effects), and the trade margins (downstream effects). As suppliers and 

traders re-spend these revenues to buy their own supplies, they enable further economic activity and 

create ripple effects in the Malaysian economy. While the downstream effects are driven by the local 

consumption of the 2 million hectolitres, it is the local production of the total 3 million drives the direct and 
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upstream effects. In this report reference will thus be made to the total 3 million hectolitres unless 

otherwise stated.    

Regarding the procurement side, Carlsberg and Heineken source a variety of products from local suppliers, 

thereby supporting the local Malaysian manufacturing and services industry. Although most of the raw 

materials used in the beer and stout beverages (such as malt and hops) come from abroad, the industry 

group sources the majority of its business services (e.g. consulting and advertising services), production 

process inputs (e.g. machinery), and packaging materials (e.g. cans and glass) locally. As shown in Exhibit 

7, nearly 73% of CMBB’s procurement expenses are on companies operating in Malaysia.  

 

Exhibit 7: CMBB procurement breakdown (2016)11 

On the trade side, nearly 35% of the total volume sold by CMBB in Malaysia is through the future 

consumption channel (supermarkets, mom & pop shops), while the rest is sold in on-trade outlets for 

immediate consumption (bars, pubs, hotels, etc.). In terms of value however, the beverages sold in on-

trade outlets represent three quarters of the total value of CMBB beverages sold. 

 

Exhibit 8: CMBB distribution channels (2016) 

 

                                                      
11 The professional services include expenses such as catering, accounting and recruitment services acquired from 

third-party providers. 
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4.2 Contribution to GDP and taxes 

In 2016 CMBB contributed RM 3.7 billion of value added to the Malaysian economy; supporting 

approximately 0.3% of total GDP12. Given that CMBB produced and sold approximately 3 million 

hectolitres, for every litre of CMBB beverage RM 13 of value added is contributed to the Malaysian 

economy13. 

Exhibit 9 shows how the value added contribution is distributed along CMBB’s value chain. The strongest 

attributable impact relates to CMBB’s payment of salaries, taxes and local profits, which are its direct 

contribution to GDP (RM 2.1 billion or 36% of the Beverages’ sector GDP)14. Another RM 0.4 billion is 

supported at CMBB’s upstream suppliers, this impact is directly related to CMBB’s local procurement 

decisions (Exhibit 7). On top of this, CMBB supports RM 1.2 billion through the distribution and sales of its 

beverages. Of which RM 1 billion is value added supported among CMBB’s direct distributors and outlets 

(and their suppliers), and RM 0.2 billion is the GST paid on the Heineken and Carlsberg beverages.  

 

 

Exhibit 9: Value added supported by CMBB (2016) 

 

Exhibit 10 presents the total value added broken down by beneficiary. From the figure we can derive that 

the primary beneficiary of value added was the Malaysian government, receiving 56% of the total RM 3.7 

billion (RM 2.0 billion). This constitutes approximately 1.1% of total tax revenues15. What is interesting to 

note is that whilst the Malaysian government benefited as a direct beneficiary of CMBB (largely due to the 

high excise duty paid), the value added contribution to CMBB’s suppliers and trade partners largely 

benefitted Malaysian firms and households.  

As shown in Exhibit 10, the majority of the taxes supported by Heineken and Carlsberg (RM 1.6 billion out 

of RM2.0 billion) in 2016 were direct tax payments by the industry group itself. These taxes include excise 

duty, payroll taxes, corporate income tax and import duty.  

The current excise rate on beer is RM 175 per 100% alcohol per litre, thus the sale of a litre of beer with 

5% alcohol content will result in RM 8.75 income for the Malaysian government. The Malaysian illicit beer 

market is estimated at 1 million hectolitres and there is little to no tax paid on these beverages. Assuming 

that the Malaysian illicit beer market consists solely of beer with 5% alcohol content one can say that: 

                                                      
12 In 2016, Malaysian GDP was RM 1,230, 120 million; source: Department of Statistics Malaysia 
13 For every can (330 ml) of CMBB beverage sold, RM 4 of value added is contributed to the Malaysian economy 
14 In 2016, GDP of the Malaysian beverages sector was RM 5,802 million; source: Department of Statistics Malaysia 
15 In 2015, the Malaysian government received RM 177,323 million in tax revenues; source: OECD 
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eliminating the contraband sale of 5% beer will result in RM 875 million tax revenues for the Malaysian 

government.  

 

Exhibit 10: Value added contribution per receiving party (2016, in RM billion)16 

  

                                                      
16 Figures do not add up due to rounding.  
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4.3 Contribution to employment 

In 2016 CMBB supported 60,600 jobs throughout the Malaysian economy, supporting approximately 

0.43% of the total labour force17.  

Exhibit 11 shows how the employment contribution of Heineken and Carlsberg is distributed along the 

value chain. The strongest attributable impact relates to CMBB’s direct employment (2,400 jobs). Another 

4,000 jobs are supported at CMBB’s upstream suppliers (e.g. business services and packaging suppliers) 

and their suppliers; these are jobs related to the brewers’ decision to procure locally.  

On top of this, CMBB supports 54,200 jobs downstream; these jobs are related to the distribution and sale 

of Carlsberg and Heineken beverages. The majority of the jobs the brewers support downstream are at 

their direct on-trade outlet partners (45,000 jobs1819), such as pubs and coffee shops. These are the 

employees within the on-trade outlets directly attributable to CMBB sales, i.e. the people selling CMBB 

beverages.  

 

Exhibit 12 provides more detail on the jobs supported per economic sector, showing the interlinkages of 

CMBB’s value chain with several sectors of local economy. As can be seen, CMBB’s activities support jobs 

throughout the Malaysian economy, with the greatest number of jobs in the trade and industry sectors.  

As CMBB supports approximately 58,200 indirect jobs in addition to its 2,400 direct jobs, we can say that 

every job at CMBB supports another 24 Malaysian jobs across the CMBB value chain. 

                                                      
17 In 2016, there were 14,200,200 persons within the Malaysian labour force.   
18 Calculated based on Nielsen on-trade survey.  
19 When calculated using the input-output modelling, on the basis of CMBB estimated trade margins and national 

statistics, the number of jobs supported in the direct on-trade outlets is 16,000. As explained in this report, the 

number of trade jobs is modeled based on two inputs – the trade margins made by outlets from selling CMBB 

beverages and the average employment intensity in the trade sector. We note that the trade margins reported to us 

by CMBB – and used in our calculations – are significantly lower than the ones reported by on-trade outlets in the 

survey. Adjusting the trade margins in our model to those reported by the surveyed outlets, results in a total of 

30,000 jobs supported in direct on-trade outlets. The remaining difference between the results from modelling and 

the Nielsen survey could be due to a number of factors. The first one is the specificity of national statistics and the 

Nielsen sample. National statistics on employment and output figures of the trade sector report on the total trade 

sector which often has a higher reported labour productivity than what is found in on-trade outlets. Additionally, even 

though the national office reports on informality in the labour force, it is questionable to what extent the full number 

of informal jobs can be captures in the reported data used for modelling. Furthermore, the difference can be due to 

the particular survey sample in scope. We have noted that coffee shops are slightly overrepresented in the sample 

(compared to their share in CMBB’s portfolio). As employment in coffee shops is often characterized by the high 

number of part-time employees and low labour productivity, this will translate is higher number of jobs when 

extrapolated to CMBB’s total volume.  

Broader Employment Impact in the Malaysian Trade Sector 

On-trade outlets in Malaysia sell, depending on whether they’re a karaoke establishment or a 

foodcourt or a club, a variety of different consumables and services in addition to beers and ciders. 

On-trade outlets will not rely solely on the sale of CMBB beverages as their source of revenue. 

However, the share of the revenue that originates from the sale of CMBB beverages is not wholly 

representative of the importance CMBB may have to an outlet’s operations.   

The Nielsen survey revealed that approximately one third of on-trade outlets would close down either 

immediately or within 6 months if they stopped selling CMBB beverages. This means that all the jobs 

at these outlets are dependent on the outlet selling CMBB beverages. 

A distinction can thus be made between the on-trade jobs that are attributable to CMBB (45,000 

jobs), and the broader employment impact (or ‘reach’) of CMBB due to the importance of the beer 

sales to the overall operations of on-trade outlets. Including this insight into the analysis reveals that 

the reach of CMBB in the on-trade sector totals 53,500 jobs; which means an additional 8,500 jobs 

are dependent on CMBB’s operations. 
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Exhibit 11: Employment supported by CMBB (2016) in thousands 

 

Exhibit 12: Employment supported by CMBB throughout the Malaysian economy 

in thousands 
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5 SCENARIOS 

While previous sections elaborated on the current impact of CMBB in Malaysia, here we analyse how 

changes in the current policy environment could influence the industry’s operations and hence its 

contribution to the local economy.  

 Removing production restrictions for the Malaysian beer and stout industry’s main actors will 

increase value added contribution from RM 4.3 billion to RM 4.7 billion in 2021; 

 An excise duty increase of 10% will result in a RM 117 million in revenue for the Malaysian 

government. However, the increase in tax revenues will come at the cost of the private sector as 

3,750 jobs could be lost, together with RM 80 million in salaries for households and profits for 

local firms. 

 A removal of the import duty will lead to a loss in competitiveness of CMBB beverages and volume 

switch. The value added lost per litre of CMBB beverages not consumed will not be fully 

compensated by the value added supported by the consumption of imported beer 

5.1 Projected contribution 

The Malaysian brewers currently operate in a restricted environment. The production of alcohol is heavily 

regulated by the Malaysian government; a license is required to produce beer and stout beverages, 

production is capped at 1.8 million hectolitres per brewer per year, and new licenses must be requested 

for the introduction of a product category. 

These regulations not only restrict CMBB’s operating environment, but also its socio-economic impact in 

Malaysia. Given the current restricted operating environment, the impact of the local beer and stout 

industry will grow to RM 4.3 billion by 2021 (Exhibit 13, left).  

In these estimates it is assumed that the Heineken and Carlsberg’s financials grow with its growth in sales 

(measured here in annual sale and production of hectolitres and not value), but the spending patterns do 

not change compared to the base year of this study (2016). Future investments in efficiency and/or 

changes in local sourcing are not reflected in the figures. According to estimations by Carlsberg and 

Heineken, the total hectolitres produced and sold locally will grow from a little below 3 million in 2016 to a 

little above 3 million in 2021. The annual hectolitre growth rate (CAGR) will be 3%20.    

However, if production and capacity restrictions are removed by the Malaysian government, the socio-

economic impact of Carlsberg and Heineken can grow to RM 4.7 billion by 2021 (Exhibit 13, right). The two 

brewers predict that without restrictions they can produce more to meet local and regional demand. This 

means that the brewers can expand their annual production and introduce new categories. According to 

estimations by Heineken and Carlsberg, the total hectolitres produced and sold locally will subsequently 

grow from a little below 3 million in 2016 to almost 3.5 million in 2021. The annual hectolitre growth rate 

(CAGR) will be 6%21.  

An increase in total local consumption value due to increased local sales will result in higher tax revenues 

for the Malaysian government: with restrictions, tax contributions will increase to RM 2.3 billion by 2021 

and without restrictions – to RM 2.6 billion by 2021 (Exhibit 13).  

 

                                                      
20 As estimated by Carlsberg and Heineken 
21 As estimated by Carlsberg and Heineken 
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Exhibit 13: Projected value added impact 2016 to 2021: Restricted production 

(left) and Unrestricted production (right) 

 

5.2 Excise tax scenario 

The Malaysian government has levied an excise duty on the sale of locally manufactured and imported 

beer and stout beverages. The excise duty rate in Malaysia has long been among the highest in the world 

(Exhibit 5). According to some estimates, the beer excise payable in Malaysia was approximately 11 times 

higher than the duties paid in the Philippines in 201222, and this was prior to the excise regime change.     

Driven by fiscal and health concerns, governments around the world have implemented taxations on beer. 

Advocates of such taxes argue that the taxes discourage consumption of beverages containing alcohol and 

help reduce the prevalence alcohol-related health challenges, thereby lowering health costs, while 

simultaneously raising tax revenues. Critics, on the other hand, posit that taxes on alcoholic drinks are 

inequitable and ineffective as they disproportionally hit segments of households, and that they potentially 

reduce economic efficiency. Critics argue that the possible loss in economic efficiency results from an 

increase in illegal production, tax evasion and illegal trading23. This loss will mitigate the potential positive 

effects. 

This discussion emphasizes that governments face complex trade-offs among their health, fiscal, and 

economic objectives. Here, the possible effects of the introduction of an increase in excise tax on the 

consumption of CMBB beverages and, in turn, on the Malaysian economy are examined using the SEIA 

model. 

5.2.1 Methodology 

The introduction and/or increase of taxes has intended as well as unintended effects on incomes and jobs 

(Exhibit 14). In this analysis the hypothetical effects to CMBB’s 2016 socio-economic impact (as discussed 

in chapter 4) of a tax increase will be revealed. We assume that any tax increase will be fully passed on to 

the consumer in the form of a higher selling price. Higher prices will result in lower demand for beer and 

                                                      
22 World Customs Journal (2012) 
23 World Health Organisation (2009) 
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stout beverages and hence in lower production volumes. This would not only affect CMBB (decrease of 

earnings), but also its value chain (decrease of procurement and traded volumes of CMBB beverages). The 

decrease in CMBB revenues will lead to a decrease in direct value added (lower profits and taxes), and 

lower volumes will also lead to a decrease in upstream and downstream incomes and jobs. 

The current analysis serves as an example of the dynamics related to a tax raise, as the excise tax 

structure (e.g. the tax increase) is hypothetical. This scenario is based on the following assumptions: 

a. The excise tax rate on CMBB’s total beverage portfolio excluding alcohol-free beverages is 

increased by 10%24; 

b. Distributor and retail margins per litre of beer and stout beverage will remain the same, meaning 

that the excise tax will be fully passed to the consumer in the form of higher prices25; 

c. Although price elasticities differ per brand and channel, we assume a constant price elasticity of 

demand across brands and channels; 

d. The analysis does not look into effects of a possible shift of household purchases to other 

products. Additionally, potential health and societal benefits associated with changes in 

consumption of CMBB products and possible shift to consumption of other (non-)alcoholic 

beverages are beyond the scope of this study; 

e. While some effects, such as a drop in volume following a price increase, will be immediate, other 

effects could have a delayed occurrence. For example, job losses at suppliers and trade partners 

may only follow after 2 or 3 years. This scenario shows all effects at once.    

 

Exhibit 14: Intended and unintended effects of taxes 

 

                                                      
24 The current excise rate on beer RM 175 per 100% alcohol would increase to RM 192.5 per 100% alcohol. 
25 This assumption is reasonable since the price of beer beverages have gone up in Malaysia in the past year. 

However, from discussions with a small number of on-trade outlets in Malaysia, we learned that the 2016 increase 

in excise rate was not always fully transferred to the Malaysian consumer. Whether or not trade outlets were able to 

transfer the price increase onto their consumers was dependent on a variety of factors, amongst which the 

competitiveness of their business.  
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5.2.2 Results 

Exhibit 15 below shows the expected effects of the increased excise tax on CMBB’s volumes (showing the 

dynamics of the first three steps depicted in Exhibit 14).  

1. Tax increase of RM 17.5; 

2. Total price increase of 6% (average of all CMBB beverages across all sales channels). The new 

excise rate was applied to all beverages in CMBB’s portfolio with alcohol content and not sold in 

duty-free zones. As a result the total revenue of CMBB, including the excise duty paid, will increase 

by 6%. As we assume that the tax change will be passed wholly to the consumer (assumption b), 

we calculate that the average portfolio price increases by 6%.    

3. Given a price elasticity of demand of -1, there will be a drop in CMBB volumes of 5%26.  

 

Exhibit 15: Projected volume effects of an increase in excise tax 

The decrease in volumes affects the earnings of all parties involved in the sale and distribution of CMBB 

beverages. The 5% decrease in volume (Exhibit 15, right) will lead to a drop in total consumption value of 

0.4% (Exhibit 16, left). The relative drop in total volume (-5%) is larger than the relative drop in total 

consumption value (-0.4%) because of the higher price per litre which consumers pay relative to before the 

tax increase27. Although consumers buy fewer CMBB beverages, the price they pay per CMBB beverage is 

higher. This is because the higher excise duty has translated into a higher price.     

                                                      
26 This drop does not correspond 1:1 to the change in price due to duty free and non-alcoholic beverages in CMBB’s 

portfolio. The change in excise duty will therefore not impact the price and sales volume of these beverages.  
27 Total old consumption value = price per litre * total volume  

    Total new consumption value = (106%*price per litre) * (95%*total volume) 
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Exhibit 16: Projected effects on consumption earnings in RM billion (left) and net 

tax revenues (right) 

As a result of the decrease in earnings across the beer and stout value chain, the government will receive 

less tax revenue than initially expected (Exhibit 16, right). An increase in the excise duty of 10% will result 

in an increase in government tax revenues of RM 117 million, not RM 261 million as initially expected. This 

is due to changes in volume consumed and thus produced (Exhibit 14), and in overall consumption value:  

1. The 5% drop in volumes means that RM 261 million in excise duty payments would not be 

realized. The government receives only RM 144 million in excise duties.  

2. Earnings will decrease across CMBB’s value chain and this will further affect government 

revenues (Exhibit 14). The state will lose approximately RM 27 million in tax earnings from CMBB 

(largely due to lower profitability and subsequent lower corporate tax payments), CMBB’s suppliers 

and their suppliers, and CMBB’s trade partners and their suppliers.  

Exhibit 17 shows the effects per stakeholder group. As can be seen, an income shift occurs from the 

Malaysian private sector to the Malaysian government: 

1. The Malaysian government gains: RM 117 million (+6%) in value added in the form of taxes.  

2. However, the Malaysian private sector loses: 

a. RM 28 million (-4%) in salaries for Malaysian households 

b. RM 51 million (-6%) in profits for Malaysian businesses 

3. The total net value added therefore increases by RM 38 million28. 

In addition to the effects on value added, there are further changes along CMBB’s value chain:  

The overall effect on employment in Malaysia will be negative: 100 jobs will be lost at CMBB’s suppliers 

and their suppliers, and a further 3,650 jobs will be lost downstream (Exhibit 17).  

 

                                                      
28 (2,126-2,009) + (846-897) + (724-752) = 117 + -28 + -51 = 38 million 
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Exhibit 17: Impact of excise increase per receiving party and sector29 

5.3 Import duty removal scenario 

The Malaysian beer market continues to be dominated by CMBB, which accounts for approximately 90% of 

all beer and stout beverages sold legally in Malaysia. This is due to a broad number of factors: brand 

loyalty, consumer preferences, and pricing. Imported beer is subject to both the excise duty, like locally 

produced beer, and a RM 5 per litre import tariff, which increases its price. Some examples of imported 

brands sold in Malaysia are European specialty beers (Erdinger and Franziskaner), American and 

Australian brands (Budweiser and Victoria Bitter), and regional beers (Chang and Kingfisher).  

In accordance with the ASEAN Trade in Goods and Services Agreement (ATIGA), which entered into force in 

May 2010, the Malaysian government must eliminate all import duties and remove all forms of non-tariff 

barriers30. Under the free trade agreement, Malaysian government has thus far eliminated import duties on 

98.74% of the tariff lines, and must still remove the duties on 73 additional tariff lines (products such as 

tropical fruits and rice). There are, however, 82 tariff lines that fall under the General Exceptions list, 

including alcoholic beverages. Alcoholic beverages in Malaysia can thus be subject to tariffs, with the 

import duty for beers set at RM 5 per litre. 

To achieve ATIGA’s aim to establish an integrated market and allow for the free flow of goods, the 

Malaysian government could come under pressure to remove the import tariff on beer. This change in the 

current policy environment will significantly alter the Malaysian beer and stout industry, and subsequently 

also its socio-economic impact in Malaysia. In the following analysis we will model the effect of the 

hypothetical situation in which the import duty is removed. In particular we will look into the effect the 

removal will have on the competitiveness of the local beer market and the socio-economic impact of CMBB 

and the beer and stout industry at large. 

5.3.1 Modelling approach 

The import duty removal analysis will work with a hypothetical scenario that is narrow in scope: 

                                                      
29 In Annex 1 is an overview of the impact on the Malaysian economy of a range of excise tax changes and a range of 

price elasticities of demand.  
30 Malaysian Ministry of International Trade and Industry 
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1. The analysis will include the per litre price and impact of CMBB’s imported, and locally 

produced and sold beers (thereby excluding the per litre impact of locally produced beverages 

intended for export); 

2. The analysis particularly focuses on dynamics around regional players (e.g. producers of 

Kingfisher, Chang, and Saigon Beer) establishing themselves in the Malaysian market. 

The analysis will work with a number of key assumptions which are based on CMBB expert opinions31; 

1. These regional players have greater economies of scale than the CMBB members and will 

thus have lower production costs and can permit a lower brewer margin requirement (RM 5.7 

compared to RM 6.4)32; 

2. The per litre margins (RM 6.2 per litre) for Malaysian distributors and outlet are equal to 

CMBB’s per litre distributor and outlet margins; 

3. The per litre excise duty (RM 6.9 per litre) paid for imported beer is equal to the average 

excise duty paid per litre by Heineken and Carlsberg over their whole portfolio (this thus 

includes ciders and duty free beers)33; 

4. A removal of the RM 5 per litre import duty will allow the regional importing players to reduce 

the price by RM 5 per litre. This will lead to a corresponding decrease in GST per litre34; 

5.3.2 Implications for competitiveness 

Currently, CMBB beverages are more competitive than the average regionally imported beer due to the 

import tariff. As can be seen in the Exhibit 18, assuming that imported beers have (i) an ex-factory price 

15% lower than locally produced beer and (ii) equal margins with local beers, the average per litre price of 

imported beer is estimated to be some 20% higher than the price of the local equivalent35.  

 

Exhibit 18: Per litre consumption breakdown of CMBB beer (left) and regionally 

imported beer (right) 

 

                                                      
31 Note that in the scenario all figures will be expressed per litre, rather than absolute figures. There are too many 

unknown variables to speculate what the total hectolitre sale of imported beers in Malaysia will be once the import 

duty is removed. 
32 According to CMBB experts the production costs will be approximately 15% lower (also accounting for increased 

transportation costs).  
33 RM 8.75 per litre is the excise duty paid on beers and RM 3 per litre is the excise duty paid on ciders. There is no 

excise duty paid on beers and ciders in duty free zones. The assumption is that a percentage of imported beers will, 

like CMBB beverages, be sold in duty free zones and will be ciders and thus the per litre excise duty will be RM 6.9 
34 The GST of 6% will be levelled over RM 19.6 per litre of imported beer instead of RM 24.6 per litre of imported beer. 
35 The 20% is calculated as follows: RM25 / RM 20.6 – 1 *100% = 21% 
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As per the assumption (no. 4), the removal of the RM 5 per litre import duty will result in a RM 5 per litre 

decrease and a corresponding decrease in GST per litre (Exhibit 19). This can lead to a corresponding drop 

in the average per litre price of regionally imported beer, from RM 25 per litre (Exhibit 18) to RM 19.9 per 

litre (Exhibit 19). 

 

Exhibit 19: Per litre consumption breakdown of CMBB beer (left) and regionally 

imported beer with import duty removed (right) 

A drop in price of imported beer will reduce the competitiveness of CMBB beverages in the Malaysian 

market. Price-sensitive Malaysian consumers may buy the regionally imported beers over CMBB beverages, 

which can result in a drop in the volume of CMBB beverages consumed. This volume switch will have 

implications on the total socio-economic impact of the beer and stout industry in Malaysia, as outlined 

below. 

5.3.3 Implications for socio-economic impact 

As discussed in Section 4.1, Heineken and Carlsberg’s socio-economic impact in Malaysia is driven by its 

local procurement decisions, its local operations and distribution channels. Regionally imported beer does 

not source local raw materials or packaging inputs from Malaysian suppliers, and the brewers do not have 

local production facilities in Malaysia, therefore the composition of its socio-economic impact in Malaysia is 

very different from CMBB (Exhibit 20):  

1. Total value added supported: 

a. Per litre of CMBB beer total value added support in Malaysia is RM 17 per litre36. It is 

comprised of downstream impact, upstream impact and direct impact (this includes the 

excise duty). As this only includes locally produced beers that are sold locally and imported 

beers sold locally, this figure differs from the RM 13 per litre presented in Chapter 4. This 

does not include the value added impact of beers produced locally for export; thereby 

allowing for a comparison to be made with imported beer.  

                                                      
36 The methodology applied here to calculate the value added impact is input-output modelling, as in Chapter 4 and 

described in Chapter 2. The manner in which the RM 17 per litre is calculated is as follows: the total RM 900 million 

upstream and direct impact (excluding excise) is attributable to the approximately 2 million hectolitres locally 

produced for local consumption. The RM 1,200 million downstream impact and the RM 900 million excise duty is 

attributable to the 2+ million hectolitres locally produced for local consumption and CMBB imported beer.  
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b. Per litre of duty-paid imported beer the total value added supported in Malaysia is RM 

12.637. The total value added is comprised only of downstream impact and excise duty 

paid38. The downstream impact for imported beer is the same as CMBB beverages (RM 5.7 

per litre), because the trade margins per litre of beverage sold are assumed to be the same. 

Similarly the excise duty amount per litre of beverage sold (RM 6.9) will be the same for the 

imported beverage.  

 

Exhibit 20: Value added per litre of CMBB beer and duty-removed imported beer 

2. Value added per receiving party per litre of beer (Exhibit 21):  

a. Malaysian households: CMBB supports RM 3.5 salaries and regionally imported beer 

support RM 1.9 salaries; 

b. Malaysian businesses: CMBB supports RM 4.2 profits and regionally imported beer 

supports RM 2.1 profits; 

c. Malaysian government: CMBB supports RM 9.3 taxes and regionally imported beer supports 

RM 8.6 taxes. 

 

Exhibit 21: Value added impact per receiving party of CMBB beer and duty-

removed imported beer 

 

                                                      
37 The methodology applied here to calculate the value added impact is input-output modelling, as in Chapter 4 and 

described in Chapter 2.  
38 Imported beer does not have an upstream impact as no beers are produced locally.  
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In the hypothetical scenario, the per litre socio-economic impact of imported beer on which no import duty 

is levied is approximately 25% lower than that of CMBB beverages. Meaning that when Malaysian 

consumers switch from CMBB beverages to imported beer there will be a loss in value added and jobs 

supported in Malaysia. The RM 17 of value added lost per litre of CMBB beverage not consumed, will not 

be fully compensated by the approximately RM 12.6 of value added supported by the consumption of 

regionally imported beer. Not only will there be an overall loss of value added and jobs supported in 

Malaysia, the consumption of regionally imported beer will largely impact the private sector (Malaysian 

households and businesses). Per litre of regionally imported beer consumed in Malaysia, Malaysian 

households, businesses and the government could lose up to RM 1.6, RM 2.1 and RM 0.7 in income 

respectively39.  

  

                                                      
39 These figures are calculated as follows: RM1.6 = 3.5 – 1.9; RM 2.1 = 4.2 – 2.1; RM 0.7 = 9.3 – 8.6  
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6 RECOMMENDATIONS 

This study has provided CMBB with insights that can be leveraged with local stakeholders, while it also 

provides insights for further analysis into areas not yet covered. To ensure that stakeholders are fully 

aware and receptive of the study results, CMBB can: 

1. Ensure that the government understands the role that Carlsberg and Heineken and the local 

private sector in general play as a generator of jobs, tax revenues and investments in Malaysia 

2. Engage key trade partners and suppliers as they are your natural allies 

3. Familiarize internal stakeholders with the results of the study, since they are your ambassadors.  

It is important that CMBB not only presents the big numbers, but provides clarification and context: 

4. Government officials and other (civic) stakeholders can be critical of large impact numbers 

5. Stakeholders are much more receptive when they can dive into the details 

6. Make the study available for (selected) public 
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ANNEX 1: IMPACT OF CHANGES TO THE EXCISE TAX 

The excise tax scenario analysis in Section 5.2 assumes an excise duty change of +10% and a price 

elasticity of demand of -1. However, because the price elasticity of demand is context dependent and no 

accurate data is available on Malaysian consumers, the effect of three price elasticities of demand is given 

below40. Additionally, the analysis takes a range of excise duty changes into consideration; ranging from a 

10% duty increase to a 20% duty increase. 

Table 1: Overview of impact on value added and employment 

Excise 

duty 

change 

Volume 

change 

Net tax revenue 

(in million RM) 

Value added lost 

(in million RM) 

Value added 

change 

(in million RM) 

Employment 

change 

(in FTE) 

Price elasticity of demand = 1 

10% -4% 117  -80 37 - 3,750 

15% -6% 145  -103 41  - 4,900 

20% -7% 169  -127 42  - 6,000 

Price elasticity of demand = 0.75 

10% -3% 157 -61 96 -2,800 

15% -4% 199  -79 120  -3,700 

20% -5% 238 -96 141 -4,500 

Price elasticity of demand = 0.5 

10% -2% 197 -42 159 -1,900 

15% -3% 253 -54 199 -2,450 

20% -4% 303 -64 239 -3,000 

 

                                                      
40 The price elasticity of demand range used is derived from academic sources, which shows a PED ranging between 

0.17 to 0.89 (Toro-Gonzalez, D., McCluskey, J. & Mittelhammer, R., 2014) 
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ANNEX 2: REFERENCES  

CMBB information Source 

Detailed P&L breakdown 2016 

• Local & imported procurement  

• Salary & tax payments 

• Profits international & local shareholders 

Finance 

Consumption data 2016 per channel and product 

• GST paid by consumers  

• Trade margins revenues  

• CMBB revenues 

Finance; Sales 

HR data CMBB  

• Full year FTE per department 

HR 

 

Macro-economic statistics Malaysia Source 

Output per sector  GTAP, Department of Statistics 

Malaysia 

GDP per sector Department of Statistics 

Malaysia 

Employment per sector Department of Statistics 

Malaysia 

Economic Indicators World Bank Data  

Tax revenues OECD 

 

Additional sources Source 

OECD Economic Survey of Malaysia 

Retrieved from: https://www.oecd.org/eco/surveys/Malaysia-2016-

OECD-economic-survey-overview.pdf 

OECD 

Malaysia Country Overview 2017 

Retrieved from: 

http://www.worldbank.org/en/country/malaysia/overview 

World Bank 
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Retrieved from:  
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Effectiveness and cost-effectiveness of policies and programmes to 
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Peter Andersen, Dan Chisholm, 

and Daniela World Health 

Organisation 

Excise taxation of key commodities across South East Asia: a 

comparative analysis ahead of the ASEAN Economic Community in 

2015 

Rob Preece; World Customs 

Journal 

Beer snobs do exist: estimation of beer demand by type. 

Retrieved from: Journal of Agricultural and Resource Economics 

39(2): 1 14 

Daniel Toro-Gonzalez, Jill J. 

McCluskey and Ron C. 

Mittelhammer 

Malaysia ends 2016 with a brittle consumer confidence level 

Retrieved from:   

http://www.nielsen.com/my/en/insights/news/2017/malaysia-

ends-2016-with-a-brittle-consumer-confidence-level.html 

The Nielsen Company  
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ANNEX 3: SOCIO-ECONOMIC IMPACT RESULTS PER BREWER 

 

HEINEKEN: VALUE ADDED IMPACT 

MYR million Salaries Taxes Total value added 

Direct 120.7 1,009.0 1,270.6 

Indirect 338.0 254.1 993.5 

 

CARLSBERG VALUE ADDED IMPACT 

MYR million Salaries Taxes Total value added 

Direct 92.6 601.7 812.1 

Indirect 200.9 144.2 582.5 

 

HEINEKEN: EMPLOYMENT IMPACT 

 

Upstream Direct Downstream 

Jobs 2,250 1,281 34,950 

 

CARLSBERG: EMPLOYMENT IMPACT 

 

Salaries Taxes Total value added 

Jobs 1,700 1,159 19,300 
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ANNEX 4: METHODOLOGY 

A. Methodology 

In the process of producing, packaging, promoting and delivering CMBB’s products to customers, CMBB 

stimulates economic activity throughout the entire value chain. That means its own operations have a 

supporting effect on upstream as well as on downstream businesses. The upstream local suppliers and 

producers are dependent on the production plants’ demand for products and services, while the 

distributors and retailers depend on distributing and selling the brewers’ products. Both the supported 

upstream and downstream activities generate incomes, tax revenues, jobs and in turn stimulate further 

economic activity in their respective value chains. 

The starting point for the analysis is the final consumption of CMBB’s products that can be traced in 

monetary terms throughout the economy. When a consumer buys a bottle of beer in the outlet, a part of 

what is spent is revenue for the outlet, another part goes to the distributor that transported this beer from 

the production plant to the selling point, and a part of it goes to Heineken and Carlsberg. All of these 

parties procure goods and services from suppliers, pay salaries and taxes, invest and make a profit. 

To capture the impact, the total consumption value of CMBB’s products serves as an initial injection into a 

so-called Social Accounting Matrix (SAM) which represents all sector inter-linkages in a local economy (for 

details see B. Model Description). In this way the total economic impact related to the presence of CMBB 

can be traced and divided into several effects: 

 Direct impact: the value added (salary, taxes and profits) expenditures paid for by CMBB and the 

people it directly employs. That includes salary, tax payments, and profits generated that remain in 

the local economy, as well as direct employment; 

 Direct suppliers impact – direct suppliers and trade: effects arising at upstream suppliers and 

downstream retailers in the value chain of CMBB products (e.g. jobs and incomes generated by 

suppliers and retailers); 

 Indirect suppliers impact – suppliers’ suppliers: effects that come about as suppliers and retailers 

inside the original value chain of CMBB procure goods and services from suppliers outside the 

original value chain of CMBB products (e.g. employment and incomes generated by suppliers’ 

suppliers); 

 Induced impact – re-spending of salaries: effects caused by the re-spending of salaries by 

employees of Carlsberg and Heineken, its trade partners and direct and indirect suppliers whose 

jobs are directly or indirectly supported by the two brewres. With respect to value added, induced 

results are not reported in this study as it would imply double counting. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



CMBB Socio-economic impact assessment  Final report 

 

34 

B. Model description 

Modelling approach 

The model developed for this study combines the financial data of Carlsberg and Heineken with the SAM of 

the local economy and the allocation of the work force over the various economic sectors. The model takes 

consumer spending on the brewers’ products as a starting point. In our model, we take the consumer 

spending and other financial data through an input-output model that leads to a certain output; value 

added and employment results. Exhibit 22 shows how the information sources are used to arrive at the two 

main model outputs. 

 

Exhibit 22: Overview of the modelling approach 

Social Accounting Matrix 

The key ingredient of the model is the Social Accounting Matrix (SAM), an extension of an input-output 

table The SAM describes the financial flows associated with all economic transactions that take place 

within the local economy. It is a statistical and static41 representation of the economic and social structure 

of the local economy. As shown in Exhibit 23, in the SAM the number of columns and rows are equal 

because all sectors or economic actors (industry sectors, households, state and the foreign sector) are 

both buyers and sellers. Columns represent buyers (expenditures) and rows represent sellers (receipts).  

Of the four quadrants in the SAM, three are relevant here. Final consumption induces production which 

leads to financial transfers between the various sectors which subsequently generate incomes for 

households, state (taxes) and profits (dividends and savings). SAMs are available at the GTAP42 database. 

                                                      
41 SAMs are valid for a specific year. Economies are subject to change and SAMs must be updated periodically. 
42 Global Trade Analysis Project (http://www.gtap.agecon.purdue.edu). 
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Exhibit 23: Social Accounting Matrix 

 

As is indicated in Exhibit 23 CMBB has been included as a sector in its own right by adding a row and a 

column in the SAM. The column is CMBB re-allocated cash-flow statement. The last step in constructing the 

SAM is to normalize it such that all columns add up to one. The final consumption can then be traced in 

money terms throughout the economy.  

Assumptions 

The main assumption in the model described above is that input-output analysis implicitly assumes that an 

increase in demand can be met by an increase of production at constant prices in all affected sectors of 

the economy. In reality however there are sectors that will not “feel” the effect of an increased demand for 

drinks and therefore will not experience an increase of production. Alternatively, there can also be sectors 

that are unable to increase production at constant prices because of shortages in, for example, labour, raw 

materials and production capacity.  

Employment estimates  

The Department of Statistics Malaysia publishes information about the condition of the labour market in 

Malaysia. The labour data used in this study is from the Statistical Portal 2014 and 2016. This information, 

when used in conjunction with the output per sector data obtained from Malaysia’s Social Accounting 

Matrix (SAM), enables the estimation of the employment intensity (i.e. number of jobs per Ringit of output) 

in Malaysia.  
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Track record Input-Output Methodology 

Steward Redqueen has used the input-output methodology for a wide variety of clients, including leading 

multinationals, development and commercial banks, and government agencies. 
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ANNEX 5: NIELSEN MARKET STUDY 

In January 2018 Nielsen conducted a market assessment of CMBB’s on-trade and refreshment channel.  

Nielsen Sample 

The total number of outlets surveyed was 161 and included a relatively representative number of different 

establishments (Table 2). All outlets were asked the same 9 questions (found on the next page). The 

outlets surveyed by Nielsen are representative of CMBB’s MOT and Refreshment channels, and the data 

from the survey was subsequently used to draw conclusions for all CMBB MOT and Refreshment outlets. 

To extrapolate the findings from the Nielsen survey, employment intensities were calculated on the basis of 

hectolitre sales and employment figures.   

Table 2: Nielsen outlet sample 

Establishment type Number 

Refreshment channel 72 

Coffee shop 48 

Chinese restaurant 19 

Foodcourts 5 

Modern on-trade channel 89 

Pub/bar 26 

Clubs 1 

Hotel 3 

Karaoke 5 

Recreational 11 

Restaurants 30 

Party bar 3 

Play 10 
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Nielsen Questionnaire 

1 Store ID, Interviewee name and contact number 

2 How many people worked in the outlet in 2016? 

(we are looking for the total headcount working in the establishment) 

3 How many FTEs worked in the outlet in 2016? 

(One FTE is the equivalent of one person working 40 hours per week. The total number of FTEs per outlet will 

thus be the total number of hours worked by all employees divided by 40) 

3b How many hours do your part timers work/day  

4 What is the average net monthly salary paid to employees in 2016? 

(We are looking for the net salary amount paid to employees, excluding employer’s payroll taxes which are 

going to the state (EPF). Inclusive of employee’s portion of EPF & SOCSO.) 

5 How many bottles/cans of beer did you sell on average per month in 2016? 

(We need the outlet’s best estimate of average beer sales in order to calculate the annual beer sales in 2016) 

6a Pick best-selling brand 

6b What was the average selling price of locally produced beers (Tiger, Heineken, Guinness, Carlsberg) 

including GST in 2016? Pick best-selling brand & SKU  

7 To what extent do you rely on beer for your total operations?  

A. Fully  

B. To a large extent 

C. To a moderate extent 

D. To a small extent 

E. Not at all       

7a If my outlet stops selling beer: 

A. Business will close immediately 

B. Business will close within 3 months 

C. Business will close within 6 months 

D. Business will continue with lower revenue 

E. No change at all       

8 What is the monthly revenue (RM) of the outlet for 2016, excluding GST? 

(We are looking for the total income the outlet receives from all its activities (not only limited to beer).) 

8b What is the monthly revenue range (RM) of the outlet for 2016, excluding GST? 

(We are looking for the total income the outlet receives from all its activities (not only limited to beer).) 

9 What is the average mark-up you make on locally produced beers (Tiger, Heineken, Guinness, 

Carlsberg)? 
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ANNEX 6: SECTORS 

The overview below provides an overview of the sub sectors included in the sectors used in this Report.  

Agriculture 

 

Paddy rice 

  Wheat 

  Cereal grains  

  Vegetables, fruit, nuts 

  Oil seeds 

  Sugar cane, sugar beet 

  Plant-based fibers 

  Crops 

  Bovine cattle, sheep and goats, horses 

  Animal products  

  Raw milk 

  Wool, silk-worm cocoons 

  Forestry 

  Fishing 

Manufacturing (Manufacturing/Mining/ Utilities/ Construction) 

 

Coal 

  Oil 

 

Gas 

 

Minerals  

 

Bovine meat products 

 

Meat products  

  Vegetable oils and fats 

  Dairy products 

  Processed rice 

  Sugar 

  Food products  

  Beverages and tobacco products 

  Textiles 

  Wearing apparel 

  Leather products 

  Wood products 

  Paper products, publishing 

  Petroleum, coal products 

  Chemical, rubber, plastic products 

  Mineral products  

  Ferrous metals 

  Metals  

  Metal products 

  Motor vehicles and parts 

  Transport equipment  

  Electronic equipment 

  Machinery and equipment  
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Manufactures  

Utilities & Construction 

 Electricity 

 Gas manufacture, distribution 

 Water 

 Construction 

Trade 

 All retail sales 

 repairs of motor vehicles and personal and household 

goods 

 retail sale of automotive fuel  

Wholesale trade and commission trade 

Transport (Transport/Communication) 

 

Transport   

 

Water transport  

 

Air transport  

 

Communication  

Services (Financial/ Public/ Social Services) 

  Insurance 

  Business services  

 

Public Administration, Defence, Education, Health 

 

Dwellings 

  Recreational and other services 

 

 

 

 


