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ABSTRACT 

This paper is about payment on construction industry in Malaysia. This paper is mainly 

focusing on the cash flow problem in the Malaysian construction industry where there 

is delay and non-payment to the subcontractor. Prior 2012, there is no specific Act that 

statutorily governs the disputes of payment in the construction industry. In this paper, 

the parties concerned such as the employer, main contractor and the subcontractor will 

be highlighted. Besides that, this paper will further examine the mode of payment in 

which from those mechanisms, the disputes of payment had arisen. Not only that, the 

cash flow problem and the factors that led to it can be seen in this paper. 

Hence, this paper will concentrate on the newly-enacted Construction Industry 

Payment and Adjudication Act 2012. This Act is enacted to facilitate regular and 

timely payment and to provide remedies for the recovery of payment in the 

construction industry. This paper is set out to see the effectiveness of this newly-

enacted Act in solving the disputes of payment to the subcontractor. 

Finally, an analysis will be made as to see whether the problem of delay and non

payment to the subcontractor can be solved in pursuance of the provisions provided in 

the Construction Industry Payment and Adjudication Act 2012. This paper will also 

provide some possible recommendations in order to lessen the problem of delay and 

non-payment to the subcontractor. 
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CHAPTER ONE: INTRODUCTION 

1.1 Background 

The construction sector has a significant contribution in propelling the 

Malaysian economy as the growth remains robust.1 This scenario seems to be a 

positive response towards the vision of having Malaysian construction sector among 

the top in the world by 2015.2 Hence, it is important to make certain that construction 

projects are well-implemented. Problem such as cash flow due to key issues on late, 

delay and non-payment may adversely affect the development of nation's 

infrastructure.3 

Likewise in other sectors, payment issue in the Malaysian construction sector is 

an issue of main concern.4 Based on empirical findings conducted by the Malaysian 

Construction Industry Development Board (CIDB) in collaboration with University of 

Malaya (UM), there are prevailing problems of timely payments affecting the 

construction sector.5 Therefore, the Malaysian construction sector comes out with the 

See Chapter 3 - Economic Performance and Prospects (the Malaysian Economic 
Report 2013/2014), available at 
<http://www.treasury.gov.my/index.php?option=com_content&view=article&id=2588 
%3 Alaporan-ekonomi-20122013&catid=73 %3 Asenarai-laporan-
ekonomi&Itemid=174&lang=en>, accessed on 26 April 2014. 
2 See the Construction Industry Master Plan 2006-2015 published by the Malaysian 
Construction Industry Development Board (CIDB), available at 
<https://www.cidb.gov.my/cidbv3/images/pdf/OHSAS2006v2.pdf>, accessed on 26 
April 2014. 
3 Sundra Rajoo and Harbans Singh KS, Construction Law in Malaysia (Kuala Lumpur: 
Sweet & Maxwell, 2012), 275. 
4 Ng Kee Leen, "CIPAA Press Statement: Security of Payment Needed in the 
Malaysian Construction Industry", available at 
<http://www.mbam.org.my/mbam/index.php?option=com_content&task:=view&id=12 
04&Itemid=331>, accessed on 26 April 2014. 
5 Sr Noushad AH Naseem Ameer Ali, "A 'Construction Industry Payment and 
Adjudication Act': Reducing Payment-Default and Increasing Dispute Resolution 
Efficiency in Construction", available at 
<http://www.mbam.org.my/mbam/images/MBJ3Q06%28pdf%29/CsNaseem%28ACT 
ptl%29.pdf>, accessed on 26 April 2014. 
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