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1 INTRODUCTION

I ALITY IN MALAYSIA




Malaysia has done relatively well in its inclusive growth agenda (i.e., to reduce poverty and inequality) until the
COVID-19 pandemic hits and posed serious challenges in its economic progress.
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2 THE COVID-19
PANDEMIC
AND CONTAINMENT

MEASURES IN MALAYSIA
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To curb the spread of the virus, Malaysia imposed the Movement Control Order (MCO) on 18
March 2020, prohibiting many economic activities. By May 2022, almost all restrictions have been
lifted. Malaysia’s national immunisation programme has successfully vaccinated at least 98%
adults as of end-July 2022.
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THE ECONOMY

INEQUALITY IN MALAYSIA




Before the pandemic, income growth was higher among the Top 20% (T20) and Middle 40% (M40)
compared to the Bottom 40% (B40). Relative poverty and income inequality increased during the
same period. The income gap between richer and poor states have widened.

Figure 2: Median household Figure 3: Median household Figure 4: Relative poverty Figure 5: Gap in median
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Due to COVID-19, Malaysia’s GDP shrunk, and unemployment rates skyrocketed to 4.5%. The
economy has yet to recover to pre-crisis level.

Figure 6: Malaysia GDP Growth, 2000-2020 (%)
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Figure 7: Unemployment rate in Malaysia, 1990-2021 (%)
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Source: DOSM, 2022. Malaysia Economic Statistics — Time Series: National Account. DOSM, 2022. Principal Statistics of Labour Force



Median monthly household income decreased in 2020 because of job losses and
underemployment. Poorer states (e.g., Kelantan, Terengganu and Sabah) were disproportionately
affected. Wages also decreased significantly.

Figure 8: Median monthly
household income in Malaysia,
1970-2020 (RM)

Figure 9: Median monthly household Figure 10: Median monthly salary,
gross income by state, growth rate 2010 and 2020 (RM)
(%) between 2019 and 2020

3,000
C
on = -
7000 5 o 8o s 3
e © - s c g 2,500
— 6000 e & c g S & w 4 8 © S
s ol & T S § ® 0§ € 3 5 ¥ » £ © c 3 [~
L 1 fas £ o0 © © o o = [ © © —
[a's n +— o £ [} ) o =2 = c — — o - o
= ) S R fs L@ 9 35 Qg 9 O 38 > 2,000
o 5000 g a O o v v O 5 o o - X X o ooun © 2,062
€ 0.00% ©
e © I 5
o 4000 3 -2.00% € 1,500
© o Q c
2 ~ S -4.00% S S
% 3000 ao@ s v o E
3 << SN o -6.00% o < 1,000
= ~NRRY -8.00% 3
« 2000 S REE ' s
© N -
9] oo S -10.00% R e 500
E (o)} - M g 8 o °\° =
1000 o QNN -12.00% TN o X v e
Lo . ¥ 5 © 9 5 X ¥
0 A ; © o & X X
- o : O o (=) =)
N | -14.00% H S g - M a2 9 -
o = J | F 9 d 4 2 @ R ¢
" Y 9 4 0 d a8 3 SS9 33ID S 3538 32K
o (@)} ™~ [ N~ (o] N~ (gV] \o} o - 9 0 [
S R 5 & &% 83 58 ¥ 8 ] 1600% o I P A R R RRIRRILRILKKRKR
22 2 2 3 8 R R ]R R 0 R B
-18.00% Ty 55 : : Year
Year o

Source: DOSM, 2020. Principal Statistics of the Labour Force, Malaysia States 1982-2020. DOSM, 2022. Labour Force. DOSM, 2021. Salaries and Wages Survey Report 2020. 9



For the first time in 20 years, absolute poverty and income inequality increased.
The worst affected were the poorer states.

Poverty rate Gini coefficient

> Figure 11: Poverty rate in Malaysia, 1970-2020 (%) Figure 13: Gini coefficient in Malaysia, 1970-2020
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The pandemic has also affected non-income dimensions. Mental health issues has increased
among Malaysians. Malaysian children were already malnourished pre-pandemic and would have
worsened during the crisis. Households with access to internet differ between state, which would

affect children online learning and thus their quality of education.

Figure 15: Prevalence of stunting and Figure 16: Households with access to fixed
underweight in children under 5 in Malaysia, broadband, 2022
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Source: UNICEF, 2021. Families on the Edge (Issue 4). Institute for Public Health (IPH), 2015; 2016. Vol. Il: Non-Communicable Diseases, Risk Factors & Other Health Problems; 2015; Institute for Public Health (IPH) 2016. National Health and Morbidity Survey 2016 (NHMS
2016): Maternal and Child Health. Vol. II: Maternal and Child Health Findings, 2016. 120pp; Institute for Public Health (IPH), National Institutes of Health, Ministry of Health Malaysia. 2020. National Health and Morbidity Survey (NHMS) 2019: Vol. I: NCDs — Non- 11
Communicable Diseases: Risk Factors and other Health Problems. Focus Malaysia, 2020. 52% of students in Sabah have no internet access, gadgets for online learning. Available here. DOSM, 2022. ICT Use and Access by Individuals and Households Survey Report.


https://focusmalaysia.my/52-of-students-in-sabah-have-no-internet-access-gadgets-for-online-learning/
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The government introduced different economic stimulus packages totaling RM530 billion to alleviate
the reduction of household incomes, but it was inadequate to fully ease the pandemic’s effects.
Malaysia’s direct fiscal intervention (RM83 billion) was also relatively small as compared to other

countries.
Figure 17: Estimates of direct fiscal- Figure 18: Share of fiscal injections to GDP,
related measures in Malaysia between 2021 (%)
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Source: World Bank, 2021. Malaysia Economic Monitor: December 2021. MOF, 2022. LAKSANA 86. World Bank, 2021. Malaysia Economic Monitor: December 2021. The i-Sinar, i-Lestari, and i-Citra were withdrawal programmes under EPF which allowed EPF members
to withdraw part of their retirement savings in order to cope with any financial difficulties as a result of COVID-19. The PPR programme, under the Ministry of Housing and Local Government, is a housing project meant for households with an income below RM3,000 per 1 3
month. Source: MHLG, 2022. Program Perumahan Rakyat Dimiliki (PPR Dimiliki). World Bank, 2021. Malaysia Economic Monitor: December 2021. Cheng, C. 2021. Fiscal size matters (Pt. 2): Permerkasa Plus and Malaysia’s economic stimulus packages



5. WAY FORWARD




Way forward: What can be done?

1. Inclusive development: Jobs 2. More progressive and fairer taxation
*  Figure X: Share of tax revenue to GDP, 2019 (%)
* Sufficient quality job creation and 16% 15%
. ey 0,
higher access to these opportunities. 12%
e Re-examine education outcomes. .
e Upskilling and reskilling existing
OECD members High income Malaysia
workforce.

* Income from capital gains, inheritance
and dividends must be taxed.

3. Female workforce participation 4. Social assistances and protection programmes

* Must include self-employed and
informal workers.

* Increasing social expenditures will help
alleviate poverty and inequality.

* One of the lowest in the region and
upper-middle income countries.

* Provision of childcare and elderly
care, flexible working hours will
promote female workforce
participation.

Source: The total amount of RM141 billion covers the first three COVID-19-related special withdrawals which include i_Lestari, i-Sinar, and i-Citra (RM100.9 billion) and latest Special Withdrawal Facility (RM40 billion). KRI, 2021-b. Mencakna Kelestarian Hidu pada

Usia Tua: Seminar, 10 November 2021. EPF internal data. OECD. n.d. Tax revenue. The comparison is based on countries with similar level of GDP per capita based on Purchasing Power Parity (PPP) using international US dollar. See World bank. nd. World Development

Indicator Database. Available here. See Economic Planning Unit (EPU). Shared Prosperity Vision 2030. Available here. For tax revenue to GDP figures, see World bank. nd. World Development Indicator Database. Available here. World Bank 2019. Breaking Barriers: 15
Toward Better Economic Opportunities for Women in Malaysia. Kuala Lumpur. KRI, 2021. Building Resilience. World Bank, 2021-a. EPF, 2021. Annual Report 2020. Khazanah Research Institute (KRI). 2020. Social Protection and Fiscal Policy in Malaysia. Available here.


https://data.worldbank.org/indicator/NY.GDP.PCAP.PP.CD
https://www.epu.gov.my/sites/default/files/2020-02/Shared%20Prosperity%20Vision%202030.pdf
https://data.worldbank.org/indicator/GC.TAX.TOTL.GD.ZS
https://www.krinstitute.org/Discussion_Papers-@-Social_Protection_and_Fiscal_Policy_in_Malaysia.aspx
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