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This research focuses on the relations between public finance and democracy in a
developmental state. In the 1990s, Malaysia was recognised for having succeeded in maintaining fiscal
balance and keeping public debt at low level. However, Asian Financial Crisis (AFC) marked a new period
when the country sustains budget deficit and has higher public debt than ever. Based on the analysis of
public finance and electoral politics, this research argues that the increasing debt and sustaining
deficit are due to (i) delayed reform on the public expenditure, which increased significantly after the
AFC as pump-priming measures and eventually contributed as political resources of the leaders of the
governing party Barisan Nasional on one hand, and on the other, (ii) prolonged revenue reform by the
government in fear of losing supports among voters. Delayed expenditure reform results in strengthened
sense of resistance against tax raise, making balanced budget even more difficult.
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