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Welcome to the third edition of The Labour!

The Labour is the first magazine published in Malaysia, addressing 
labour issues relevant to policy makers, businesses, researchers, 
post-graduate students, and the general public.

EU-ERA has always aspired to be the reference point and knowledge 
in labour market issues in Malaysia. Therefore, on behalf of the 
Editorial Team, I would like to extend a cordial welcome to The 
Labour’s readers as well as to take this opportunity to express 
our gratitude to all of the contributors and editors who have all 
volunteered to contribute to this edition.

In this edition, The Labour is honoured to have Prof. Dr. Mohd 
Roslan Sulaiman, Vice-Chancellor of Universiti Putra Malaysia 
(UPM), sharing his perspective on the new UPM Strategic Plan 
2021-2025 with one of the aims at producing graduates who are 
resilient to the challenges ahead. In our view, the launch of the 
new UPM Strategic Plan is a realignment at a more micro policy 
towards the national policy of Twelfth Malaysia Plan 2021-2025. 
Congratulation UPM!. 

This edition also highlights employment segmentation with specific 
attention on graduates, social protection, wages, and foreign worker. 
The Labour also includes an international perspective on the loan 
sharks curses lingering rural Pakistan’s informal sector. 

Finally, but certainly not least, we welcome contributions that can 
demonstrate uniqueness, usefulness and interesting labour issue to 
be shared with our readers in the upcoming editions.

Enjoy the reading! We hope you find The Labour as an informative 
magazine to be read. Thank you.
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Shaping Resilient Graduates 
for Future Labour Market 

Malaysia experiences great challenges in 
providing the quantity and quality of 
prospective graduates to meet the demands 
of the future labour market. Structural 

changes as a result of the COVID-19 pandemic and the 
transition to the Industrial Revolution 4.0 (IR 4.0) are 
expected to further accelerate change the labour market 
landscape around the world, including Malaysia.

Producing a resilient graduate is crucial in addressing 
the challenging world of work and the acceleration of 
the technology advancement. In facing the rapid changes 
around the world, higher learning institutions play an 
important role to support the future labour market needs. 

As one of the prestigious universities in Malaysia, 
Universiti Putra Malaysia (UPM) has curated its own 
strategy to cope with future trends. With the theme “Seruan 
Al-Falah dari Menara Ilmu”, the new UPM Strategic 
Plan 2021-2025 which was launched on 3rd December 
2021, aims at producing graduates who are resilient to the 
challenges ahead. 

To get the insight from this new Strategic Plan, especially 
on the graduate employability, The Labour exclusively 
interviewed YBhg. Prof. Dr. Mohd Roslan Sulaiman, the 
Vice-Chancellor of Universiti Putra Malaysia, at Putra 
Canselori, UPM.

“The rapid pace of 
technology transition means 
educational system should 
undergone considerable 
reform to produce holistic 
students that are sustainable, 
future-proof and high 
adaptability in any situation 
and eventually support 
the national growth and 
development”

“ “

Story by
Muhamad Zharif Luqman Hashim & Mohd Alzaiery Abdul
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Four key challenges determine the directions of UPM 
Strategic Plan 2021-2025
In principle, the development of the UPM Strategic Plan is 
structured based on four key challenges in the global trend. To 
be specific, the Industrial Revolution (IR) 4.0 and Digitalisation, 
the Future of Jobs, the changes in World Socio-Demography and 
Customer Behavioural Trend, and the Economic Development 
Goal are the key challenges that shape the world today. 
Therefore, as a higher institution, producing a future-ready, 
resilient, and competitive graduate to any challenges was set 
as the main agenda of this plan apart from research, industry 
engagement, agriculture and food, and institutional setting. 

In addition, this plan embedded principles and strategies that 
are in line with the Shared Prosperity Vision 2030, Twelfth 
Malaysia Plan (2021-2025) and the Sustainable Development 
Goals (SDGs). As an agriculture-based university, this strategic 
plan was also designed to align with the National Agricultural 
Policy 2021-2030 and the Malaysia Education Blueprint 2013-
2025. These are important guides to ensure the undertaken 
initiatives are aligning the national growth and development 
agenda.

Underlining various initiatives ensuring graduates 
are resilient to any challenges ahead 
As change is inevitable and industry transforms exponentially, 
producing resilience graduates is eminent. In response to this 
industrial transformation, UPM is expected to take various 
initiatives in the next five years for prospective graduates. 
Among initiatives that will be undertaken is programmes 
empowerment by instilling a sense of strong identity and 
patriotism in the module. In specific, the generic-skills aspect 
will be emphasised and embedded in any co-curricular activities 
or programmes organised by faculty or residential colleges. 
This aspect is found lacking among the current generation 
particularly in the areas of communication, creativity, critical 
thinking, and problem solving. Furthermore, the nature of 
nowadays jobs is not as narrowly prescribed and defined as in 
the past, requiring flexibility, initiative, and ability to undertake 
a number of different tasks. They are more service-oriented, 
making information and social skills increasingly important.

Thus, by adding this recipe into the upcoming programmes, 
students would have the valuable opportunity to develop their 
skills and practice in their student- and career-life. In other 
words, every programme would aim to mould the prospective 
graduates’ character to be more adaptable to any situation in the 
future which is capable of modifying their practice in response 
to changes in working environment and requirements of their 
roles.

Offering potential solutions to reduce graduates’ skill-
related underemployment in the future labour market
UPM is aware of the increased skill-related underemployment 
or skill mismatch among the graduates especially the new 
entry-level in the labour market. In response to this structural 
issue, UPM Strategic Plan underlines the importance of 
strengthening collaborative efforts with relevant agencies and 
communities. This includes the potential collaboration with the 
Public Employment Services (PES) to expose the job prospect 
among the students that match to their interests and deliver 
the skill in demand required by the industry. This would help 
them prepare for desired jobs and hopefully will reduce blind 
spots in the job market particularly the graduates’ skill-related 
underemployment.

In addition, UPM would also empower the entrepreneurship 
initiatives to encourage the students to become job creators 
instead of job seekers. The commitment will be adapted 
within the framework of the PUTRA®PRENEUR initiatives 
that focus on mobilising entrepreneurship ideas through 
establishment of an integrated entrepreneurship ecosystem in 
the university. This will entail a strategic collaboration with 
the Companies Commission of Malaysia (SSM) to guide 
the students, particularly in business start-ups. These efforts 
are expected to increase the number of high-quality human 
capital with strong entrepreneurship traits and values, hence 
enhancing UPM graduates’ competitiveness.

Strengthening industrial involvement is a key 
success in producing resilient talent, education-
based industry practices and high-impact research
UPM will emphasise two-pronged strategies in strengthening 
industry involvement: direct involvement in the curriculum 
design and exposition in work-integrated learning (WIL) for 
every subject related to the world of work for students. UPM 
will provide the WIL platform to the industry starting from 
the first years of study’s programme to induce the industrial 
element in the teaching processes. In turn, education and 
practice gap between university and industry can be reduced.

UPM also drafting the Partnership Continuum model for 
the strategic industrial partners, including multinational 
companies (MNC) that can enhance the international 
university-industry network. This model is exhibited in the 
multi-faceted relationship between universities and industry 
partnerships that consist of economic development, student-
oriented engagement, involvement with centres of expertise 
and schools, involvement with researchers and access to 
resources from both parties. This can ensure each its priorities 
clearly defined and maintains the trust of the other through 
communicating these in a transparent and timely fashion.

Leveraging technology transition with new 
educational delivery methods and digitalisation of 
infrastructure
The rapid pace of technology transition means educational 
system should undergo considerable reform to produce 
holistic students that are sustainable, future-proof and high 
adaptability in any situation and eventually support the 
national growth and development. New methods of education 
that organic, hybrid, flexible curriculum and innovative 
delivery method will be introduced to bridge the skills and 
knowledge gaps of graduates in line with the changing market 
demand of the industry.

UPM will also move towards the digitisation of smart 
campuses and high technology in the scope of teaching and 
learning, services, infrastructure, research and sustainability 
of UPM. These include Internet of Things (IoT), artificial 
intelligence (AI) and the use of analytical data. These efforts 
will benefit the development of students and communities 
and drive meaningful contributions to national wealth and 
development as well as human progress through inclusive 
access to knowledge in line with the SDGs and Shared 
Prosperity Vision 2030.
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Crisis-induced Dilemma 
among Graduates: 
Working Now or 
Expanding Educational 
Investment?
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In 2020, 226.4 thousand graduates were entering 
the workforce. However, there were only 71.4 
thousand jobs created for the professionals, 
managers, executives and technicians (PMET), 

which are relevant to the graduate qualifications. 
The surplus of graduates leads to the incidence of 
mismatch. Findings from the Graduate Tracer Study 
in 2020 indicate that there were 34.7% of graduates 
recorded working in non-PMET jobs. 

COVID-19 pandemic is likely to further enlarge the 
incidence of graduate mismatch. The Department 
of Statistics Malaysia reported that the number of 
unemployed graduates increased from 165.2 thousand 
in 2019 to 202.4 thousand in 2020, escalating the 
graduate unemployment rate from 3.9% in 2019 to 
4.4% in 2020. The unemployment rate in 2021 is 
expected to be around 4.5% to 4.6%, which is more 
or less similar to the 2020 level. 

The above statistics illustrate the challenges in the 
labour market condition for graduates in the post-
COVID-19. Competition of getting jobs among fresh 
graduates is getting more arduous with the presence 
of more unemployed persons who have lost their 
jobs during the pandemic. If this situation prolongs, 
new graduates who are eager to find jobs right after 
graduation may lose their interest in participating 
in the labour market. Here, there are two possible 
alternatives worth considering for the new graduates: 
working now or expanding their education (thus 
putting additional investment).

Both options have their own advantages. The decision 
to work gives new graduates freedom and flexibility 
to seek job opportunities in the labour market. This 
is coupled with the fact that most economic sectors 
are now actively rehiring workers, especially during 
the post-pandemic recovery phase. Additionally, 
entrepreneurship opportunities are stretched widely 
and ready to be explored. 

On the other hand, expanding one’s education might 
be worth considering as an alternative move for new 
graduates who are struggling to secure their first 
job during this post-pandemic period. This move is 
worth considering since it provides them with great 
opportunities to invest in their future skills and 
knowledge. 

Additional education investment will be a value-
added for new graduates compared to others who are 
still actively seeking their first job. For the economy 
as a whole, the expansion of education is likely to 
serve as a temporary solution to mitigate the high 
unemployment rate among new graduates, especially 
in times of economic crisis. 

Inevitably, both options come with their own 
disadvantages. Job seeking during a crisis might 
expose the graduates to jobs that are unrelated fields 
with lower qualification requirements, which then 
further leads to under-utilisation and skill mismatch. 
This is due to fact that the current recovery phase 
has influenced the job market to still have a stronger 
demand for semi- and low-skilled jobs. EU-ERA 
Quarterly Labour Market Perspectives for the third 
quarter of 2021 has indicated that only 37.7% of 
total vacancies are related to PMET jobs while the 
rest of 62.3% are for non-PMET. In this situation, 
new graduates must compete with other experienced 
candidates in the labour market who recently 
experienced a loss of employment (LOE) due to the 
pandemic. This tight competition in the labour market 
is likely to push down the wages offered and could 
also result in favouring candidates with experience. 

Costs are the key considerations for educational 
expansion. A study by the EU-ERA indicated that 
the return on education in the case of mismatch is 
relatively low. The future labour market landscape is 
more challenging and will be different than what we 
have experienced prior to the COVID-19 crisis. The 
future demand patterns will also be geared towards 
jobs that require multi-field specialisation and no 
longer tend to a single field of specialisation. Thus, 
graduates have to ensure the return on educational 
investment is worth every Ringgit spent. 

Altogether, the answer to the question of whether 
working now or expanding education has to be 
made based on wise and careful considerations. If 
the available information may not be able to give 
deterministic results on the benefits and costs between 
the two options, then a hybrid decision may be the 
best alternative. Under the hybrid decision, graduates 
could consider working while at the same time 
investing their skills and knowledge through short-
term (reskilling and upskilling) and medium-term 
(post-graduate studies) educations. 
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Never before has the link between graduate 
employability and higher learning education 
been more important. For example, although a 
mismatch between demand (by employers) and 

supply (by higher learning education) had been observed 
since the early 2000s, the extensive efforts to address this 
issue became the priority only after the COVID-19 crisis hit 
our economy.

The number of graduates entering the labour force increases 
every year, from 129,699 in 2019 to 248,692 in 2019. 
However, the number of graduates in jobs that do not require 
higher education qualifications also increases. The large 
incidence of mismatch among graduates has caused the 
relatively lower income earned, which in turn contributes to 
the low return on education. 

The incidences of mismatch and low wages for graduates 
seem to be a long-term labour market phenomenon. There 
is a need to track the employment and earnings of graduates 
to examine the effectiveness of education and the rate of 
investment in education. 

The current Graduate Tracer Study in Malaysia is only 
conducted upon the completion of a degree programme, 
and it is unable to track the graduates in medium- and long-
term. The Graduate Statistics published by the Department 
of Statistics Malaysia (DOSM) could only determine the 
macro-level but not individual graduates. Thus, we could not 
examine the important policy measures such as job mobility, 
informality and living conditions of graduates.
 

Today, there is a growing opportunity for education 
providers and policy makers to utilise the usefulness of 
administrative labour market data. A large amount of 
administrative data is routinely collected by government 
agencies as the by-product of their administrative 
functions, and the costs of accessing and utilising these 
data for research are usually relatively low compared with 
the costs of collecting survey-based data.

Administrative data collected and maintained by Social 
Security Organisation (SOCSO) on the supply and 
demand of labour market data should be utilised by 
the higher learning institutions and policy makers. The 
administrative data could track and monitor some of 
the employment and earnings of the graduates over 
times. Combining the SOCSO database with other 
complementary data from other employment-related 
agencies such as Employees Provident Fund (EPF) will 
further enrich the tracking measure.

The use of administrative data in labour market planning 
provides important insights that most aggregate and 
survey data may fail to produce. A study in Italy shows 
that the use of university graduate data, the AlmaLaurea, 
is capable of validating whether tertiary education 
attainment is always “worth it” and is “still a good 
investment”. The questions arise as the age profile of 
university graduates are rising, particularly in countries 
where students can freely determine the length of their 
studies, such as the US and Europe (including Italy).

Tracking Life After Graduation 
Using Administrative
Labour Market Data

Dr. Chakrin Utit*
Senior Economist
EIS-UPMCS Centre for Future Labour Market Studies (EU-ERA)
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Based on AlmaLaurea data, taking longer to graduate may have 
several drawbacks for both the labour market and graduates. 
Concerning to labour market, the rising age profile reduces 
university graduates’ time in the labour market over their life 
course, which can totally or partly undermine the benefits of the 
investment in education. Moreover, in the presence of severe 
delays, there is a concrete risk that the knowledge acquired at 
university is already obsolete at the time of job market entry.

From the graduates’ perspective, delayed graduation is found 
to reduce the employment probability by 0.8% points for 
each year of delay, and this effect will persist five years after 
graduation. Additionally, once employed, graduates are also 
penalised in their net monthly earnings, whereby there is a 
prospect of failing to achieve the earnings of individuals who 
graduate on time. Evidently, the most penalised groups are 
women and graduates in non-scientific fields.

The use of AlmaLaurea data in tracking university graduates 
provides an important reflection to the administrative aspect 
for graduate tracer study. Since 1994, the Italian university 
graduate data have been collected through four stages. 
Graduates are interviewed at the completion of their degree 
and are followed and interviewed again after one, three, 
and five years by trained enumerators. For each cohort of 
graduates, the collected information includes demographic 
and educational profiles, labour market status during and after 
university, occupational characteristics, and income bracket 
after graduation.

The use of 
administrative data 
in labour market 
planning provides 
important insights that 
most aggregate and 
survey data may fail to 
produce.

“ “

*The contributor is also a Senior Lecturer at the School of Business and 
Economics,Universiti Putra Malaysia
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Assoc. Prof. Dr. Nor Wahiza Abd. Wahat
Head of Department 
Professional Development and Continuing Education
Faculty of Educational Studies
Universiti Putra Malaysia

Blue Ocean 
Strategy to 
Uncovering 
the Potential 
Workforce in 
Malaysia 
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Too often we are much focused on the Red Ocean 
Traps (ROT) in developing and hiring within 
the normal circle of the labour force. We tend 
to forget the beautiful possibilities of the Blue 

Ocean Strategy (BOS) in celebrating the potentials of a 
unique workforce in the Malaysian labour market. BOS is 
the pursuit of differentiation and is low cost to open up a 
new market and space leading to new demands. It is about 
creating and capturing uncontested market space which 
makes competition irrelevant. The market boundaries 
are reconstructed based on the actions and beliefs of the 
industrial players. 

When we talk about the potential workforce in Malaysia 
from the perspective of the Blue Ocean Market, the 
spectrum includes the vulnerable workforces such as 
the person with disabilities (OKUs), the aborigines 
(Orang Asal), ex-convicts, ex-juveniles, as well as 
ageing employees. Having the opportunity to conduct 
research and field projects related to these vulnerable 
groups of people tells us the essence of human touch 
and the significance of empathy. It also makes us realise 
the importance of data-driven actions to make the right 
match, decisions and placements for them.
 
The ability of human resource practitioners to make the 
right matches, decisions and placements for the above-
mentioned groups lies in the knowledge as well as the 
mix of hard and soft skills in dealing with them. With 
correct profiling, we would be able to channel these labour 
potentials objectively. Nonetheless, accurate profiling 
requires reachability and accessibility to these vulnerable 
groups. Reachability and accessibility are the keys to 
many doors of opportunities in getting these vulnerable 
talents’ participation in the Malaysia Blue Ocean Market.

Reflecting on our first experience in researching the 
career success of OKUs in 2010, we would say that the 
experience was rather ‘awkward’ – in the sense that we 
had no idea of how to reach out to this group. Our research 
at that time revealed a data pattern involving 110 OKUs, 
where it was reported that the phenomenon of stereotyped 
employment occurs on OKUs. 

For example, the blind are mostly channelled into working 
as receptionists or masseuses. Oftentimes, most of the 
OKU employees were found to be employed at low-rank 
occupations. A very minimal number of OKUs had the 
chance to engage in high-ranking jobs. This can be traced 
to the fact that not many of them managed to obtain higher 
levels of education due to the lack of inaccessibility to 
education that was specifically designed for them. At the 
same time, only a few of them had the chance to become 
successful entrepreneurs.  

Later, we learnt that it took more than just the traditional 
office hours (9.00 a.m. to 5.00 p.m.), and passion to 
translate all our research findings into impactful actions 

that could significantly improve and change the lives and 
empower the OKUs. This wake-up call led to our active 
involvement in community projects and NGO activities, 
which focused on the empowerment of OKUs. By doing 
this, we became part of their world, giving us the golden 
opportunity to be closer to them, understand them, and 
have the chance to build a different perspective on their 
abilities to work. 

In 2014, our other research findings on the workability of 
OKUs people in Malaysia confirmed their workability. It 
was found that the majority of them exhibited moderate, 
rather than a low level of workability as one would 
expect. They could be part of the labour market if there 
were sufficient psycho-social and infrastructural support 
to accommodate their different abilities. Non-optimised 
effort for the supply to such needs was found as one of 
the barriers to increasing their participation in the labour 
market. 

On a final note, the readiness and willpower of relevant 
stakeholders and industrial players in the labour and 
economic ecosystem is crucial. Their investment in such 
accommodation could set in motion the new waves of this 
potential workforce in Malaysia’s Blue Ocean Market 
through the mobilisation of the OKUs workforce.

When we talk about 
the potential workforce 
in Malaysia from the 
perspective of the Blue 
Ocean Market, the 
spectrum includes the 
vulnerable workforces 
such as the person with 
disabilities (OKUs), the 
aborigines (Orang Asal), 
ex-convicts, ex-juveniles, 
as well as ageing 
employees.

“

“
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The fishing community is primarily made up of 
people who rely on fishing activities as their 
primary source of income. They have become 
part of our vital workforce for centuries, tracing 

back to the days before the country’s independence to the 
present. Their contribution towards our food supplies, 
particularly seafood, is undeniably crucial. As reported 
by the Department of Statistics Malaysia (DOSM), the 
total marine fish landings caught by fishermen shows an 
encouraging growth with 1,476 thousand metric tonnes 
recorded in 2018, up from 1,465 thousand metric tonnes 
compared to the previous year.

Nevertheless, being employed as a fisherman is not 
an easy task as they are constantly exposed to the 
risk of danger, unsanitary conditions, and difficulties 
of obtaining fish and protein resources to cater for 
Malaysians’ increasing seafood demand. Typically, they 
must take the risk of venturing out in the face of rough 
seas and unpredictable weather just to catch fish. This is 
definitely a huge challenge for the fishing community, as 

they are struggling to secure their livelihood and provide 
a steady source of income for their families. The truth 
is, fishermen fall among the lowest-paying jobs in our 
country, averaging less than RM 1,500 on a monthly basis. 
The bitter truth is further amplified if the comparison is 
made between the typical monthly income earned by the 
fisherfolk community and the national poverty line income 
(PLI) for poor households, which currently stands at RM 
2,208.

Poverty among fishermen has been a long-standing issue, 
in addition to the issue of lack of youth interest to work 
as fishermen. It is not harsh to say that the fisherfolk 
community is often marginalised and overlooked in 
terms of social and economic development. Although 
the government has implemented many programmes to 
address these issues, the impact is minimal, causing the 
issue to linger longer. This effort needs to ensure that the 
fishermen’s livelihood continues to sustain for a long-run 
period. Thus, creating inclusive social protection for the 
fisherfolk community should be prioritised as one of the 
interventions in securing the fishermen’s livelihood.

Creating An Inclusive 
Social Protection For The 
Fisherfolk Community  

Dr Tuan Muhammad Zukri Tuan Sembok
Honorary Fellow
Institute for Poverty Research and Management (InsPeK), 
Universiti Malaysia Kelantan 
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Social protection 
guidelines for 
the fisherfolk 
community are 
outlined based 
on The Food 
Agriculture and 
Organization 
(FAO), which 
emphasises 
Social Security, 
Social 
Assistance and 
Labour Market 
Intervention. 

“
“
Social protection guidelines for the fisherfolk community 
are outlined based on The Food Agriculture and 
Organization (FAO), which emphasises Social Security, 
Social Assistance and Labour Market Intervention. 
These three aspects involved protection, prevention 
and necessary changes that need to be taken, including 
assisting the fisherfolk community in escaping from the 
poverty traps.

As for the Social Security aspect, it needs to remain 
inclusive for the fisherfolk community as it may help 
to reduce the incidence of poverty in the fisherfolk 
community. As mentioned before, the nature of work as a 
fisherman is always exposed to risk, thus inclusive social 
protection may help to mitigate unforeseen circumstances 
such as deaths or work-related injuries, which may 
affect their livelihood. This social protection provides 
compensation to the fishermen’s family in case of the 
unexpected. The social protection scheme also needs to 
remain flexible to provide an opportunity for them to 
contribute according to their capability.

Social Assistance for the fisherfolk community in the 
form of financial resources and fishing equipment such 
as fishing boat engines, GPS to name a few are crucial, 
especially now with the rising cost of living. Currently, 
the fishermen are entitled to receive  a monthly sum of 
RM 250 from the government through the Elaun Sara 
Hidup Nelayan initiative. This initiative helps them to 
alleviate their burden on daily expenses. This effort is one 
of the several aid interventions to address poverty among 
the  fisherfolk community. At the same time, the provision 
of necessities such as housing assistance, food assistance, 
health care, and education are essential to ensure the 
fisherfolk community’s livelihood and sustainability are 
cared for. 

Interventions in the labour market through capacity 
building and training programmes must also be provided 
to the fisherfolk community, especially to ensure that 
their knowledge and skills in fishing could be passed 
down to the future generations, especially their children. 
The fishermen’s invaluable skills and traditional wisdom, 
such as weather prediction skills, must ensure that it is not 
faded from our local culture. They need to be transferred 
to the next generations to ensure that our seafood 
supplies remain steady in the future, knowing that it 
stays within the safe hands of the well-equipped future 
generations. The training programmes for the fisherfolk 
community also need to be tailor suited to their potentials 
and community-based social capitals. Identifying these 
potentials and community-based social capitals will 
allow the government and the local community to assist 
in developing the fisherfolk community’s economic 
resources, such as the innovation of seafood products 
personalised based on the societal food demands.

All in all, it is now up to the relevant ministries and 
authorities to consolidate efforts in prioritising social 
protection inclusiveness for the fisherfolk community to 
ensure their livelihood remains secure and sustainable in 
the future.
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In Pakistan, these informal financial institutions often 
victimize the poor because of their desperate demand. 
These loan sharks often originate from diverse groups 
of people, typically business owners, landlords or 

politically connected and socially powerful people in 
the tribes and castes in rural Pakistan. These people are 
notorious not only for charging higher interest rates but 
also for taking advantage of people’s desperate needs. 
They also seem to have the powers to exercise heavy 
penalties in the case of debt default by the borrowers.

On the other side of the coin, loan sharks provide easier 
access to financial loans for the vulnerable and low-
income groups of people, especially those who work in 
informal sectors. People in rural Pakistan are the precarious 
workforce making up of mostly farmers and daily wagers, 
who lack social security to back them up from economic 
uncertainty. 

This unfavourable situation happens since the formal 
financial institutions refuse to provide credits to the low-
income groups, who have no assets to be pledged as 
collateral to which the formal financial institutions cannot 
provide financing without a proper risk assessment. Formal 
financial institutions normally charge an interest rate of 
approximately 10%1 per year on small commercial loans. 
In reality, the borrowers do not lend for a stipulated period 
but instead do so to finance one type of crop that depends 
on the harvesting season. If the borrowers fail to repay the 
loan, then they will be charged double repayment for two 
crops and then the compounding circle continues.

The vicious circle of indebtedness sometimes continues 
for generations. This situation is even exacerbated due to 
the absence of proper land ownership for the poor. Since 
they live on the landlords’ property, they suffer from 
paying their debts as the crop yields needs to be shared 
with the landowners.

The typical reason why the demands for loan sharks keep 
increasing is often due to the daily living and emergency 
expenses that have to be endured by the poor. Their 
earnings are insufficient to meet the expenses because they 
often live in a joint family system. Without any access to 
financial loans, their income hardly fulfils their basic needs 
and they always live in deficits. Sometimes, they need 
more money for other purposes including festivals, family 
occasions, houses maintenance and medical emergency. At 

these times of need, they opt for a loan from these loan 
sharks because they are left with no choice. 

As compared to the people living in urban and suburban 
Pakistan, they are less likely to be the loan shark victims 
because of higher financial accessibilities in the urban 
areas. In some rare cases, even if they take a loan from 
loan sharks, it can be paid easily from their income and 
with fewer hurdles within a reasonable time. 

Similarly, people in urban areas are less likely to be 
influenced by social and political pressure from loan 
sharks due to strong unions called Etihad. Even if they 
are not able to pay, their capital like shops, gold, house 
etc. can be simply liquidised to pay for their loan. 

It is now time to end this curse. The Pakistani government 
needs to take serious action against loan sharks. It is 
clearly shown that borrowing from loan sharks can 
impede labour productivity in the informal sector as 
well as the livelihood and wellbeing of the precarious 
workforce. To ensure their survival, the central bank 
needs to promote and enhance “social” collateral-
based financings, instead of collateral-based financing. 
Existing efforts such as Benazir Income Support 
Programme (BISP) and Akhuwat types of programme 
shall be further enhanced for them to stay afloat. The 
government also needs to initiate a special programme 
for the underprivileged class of society by providing 
easier access to financing to end their reliance on loan 
sharks.

The Curse of Loan Sharks on the 
Informal Sector in Rural Pakistan
“Loan sharks” refer to unregistered loan providers who practice usury and have strict terms and 
conditions for common people. 

Dr. Shabeer Khan 
Sakarya University, Turkey
 Aktar Ali
Sukkur IBA University, Pakistan 

If the borrowers fail to 
repay the loan, then 
they will be charged 
double repayment for 
two crops and then the 
compounding circle 
continues.

1  Subject to fluctuation, depend on market condition
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Malaysia’s economic recovery from the 
COVID-19 shock is in progress. Although 
we could withness the slow healing of the 
economy, a full recovery phase is expected 

to take more time. In fact, our Gross Domestic Product 
(GDP) has shown great improvement over the half of 
this year, rebounding at a 16.1% growth rate in Q2-2021 
and that could at least partially bail out the economic 
losses incurred during the nationwide lockdown 
implemented throughout most of the pandemic period.

Whilst the economy is keeping up, the population is 
worried about the current inflation ‘curse’. At a global 
trend, a price hike surfaced because of rampant demand 
in goods and services that met bottlenecks, due to the 
supply chain disruptions. In an economic equation, this 
causes surplus in demand where supply struggles to 
catch up, consequently leading to a higher price level. 
This trend is claimed to be exacerbated by the soaring 
energy prices, particularly to the large economies such 
as the USA, China and the United Kingdom.

In Malaysia, as of November 2021, the inflation rate has 
increased to 3.3% compared to 2.9% in October 2021 
and it is the fourth month of price rise since August 
2021! Higher price level reflects expanding nominal 
profit for the firms – which is good to portray a rise 
in GDP – but at the expense of greater pressure on 
the people’s purchasing power, especially the lower-
income groups. However, the more crucial question to 
ponder is to what extent does wage growth contends to 
the price level rise?

In the rich economies, a recent trend of wage-price 
spiral has emerged, where both goods and services 
prices and wages are both surging during the post-
pandemic period. For example, in the USA, it was 
reported that the American hourly wage rose by 4.6% 
in September 2021 while at the same time consumer-
price inflation rose by 5.4%. Despite the wiping out 
effect – inflation is higher than wage growth – it was 
learnt that wages can still grow during a crisis.

Does the same trend identify itself in Malaysia during 
this pandemic era? Although inflation was recorded 
for the fourth month based on official statistics, but 
for the salary, lesser evidence was known. It was 
recorded that, in 2020, the average monthly salary 
paid to the employees dropped by 9.0%, from RM 
3,222 to RM 2,933. It seemed that the average salary 
drop was likely induced by salary cuts or companies’ 
unpaid leave to downscale their overhead costs.

Wage and price wrestle 
amidst COVID-19 era

Dr. Muhammad Daaniyall Abd Rahman*
Senior Economist 
EIS-UPMCS Centre for Future Labour Market Studies (EU-ERA)
Nurul Sakinah Ngaini
Research Analyst, EU-ERA 



November  2021 14

In reference to Q3-2021 EU-ERA Quarterly Labour 
Market Perspectives, 62.8% of job placements 
were recorded for employments that paid between 
RM 1,200 and RM 1,999 with most concentrating 
in higher living cost states, such as Kuala Lumpur, 
Selangor and Johor. Whilst Bank Negara Malaysia’s 
estimate of an individual’s ‘living wage’ starts from 
RM 2,700, the aforementioned report from EU-ERA 
stated that only a quarter of people returning to work 
received wages over the anticipated living wage line. 
Job opportunities in the labour market also seemed 
to show a similar trend with 62.3% of job vacancies 
are for non-PMET category offering wages below 
RM 2,000 as testified through the EU-ERA quarterly 
report. 

At the national level, this is not surprising as the average 
salary paid to the employees were stagnant prior to the 
recent crisis. It was estimated that the average salary 
growth rate increased by 2.8%, between 2015-2020, while 
inflation rate grew by 1.0% during the same periods. 

However only recently, as people are suffering from 
income reduction and job losses, the curse of inflation has 
become a public outcry asking for decent wages. Thus, 
it is not worth to cope with a higher price level for those 
with a lower paying job. It then becomes a big concern 
if inflation outpaces wage growth, as such an elevated 
increase will start to hurt the people’s post-pandemic 
economic recovery.

Wage and price wrestle 
amidst COVID-19 era In Malaysia, as of 

November 2021, the 
inflation rate has 
increased to 3.3% 
compared to 2.9% in 
October 2021 and it 
is the fourth month of 
price rise since August 
2021

“

“

*The contributor is also a Senior Lecturer at the School of Business and 
Economics,Universiti Putra Malaysia
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Large-scale rainfall-floods have become an annual 
event in Malaysia, affecting the livelihoods of 
thousands of people. Flood affects employment in 
two ways: direct effect or immediate consequences 

and indirect effect that linked through economic sectors. 

The recent floods that hit parts of Selangor and Kuala 
Lumpur have had major implications for the economy and 
household lives. The impact of these floods is expected to 
have a greater impact as these two states are the backbone 
of the Malaysian economy apart from the high population 
concentration factor.

In addition to affecting businesses and employment, 
floods also have a direct impact on the government’s fiscal 
position when special relief to the affected households and 
repairs to public infrastructures need to be implemented.

The approach used to protect the economy as a whole and 
livelihood of flood victims remains unchanged and tends 

to be passive. “Ad-hoc” assistance in the form of cash and 
goods on a “one-off” basis is the main instrument used 
by the authorities. Such instruments are inadequate and 
unsustainable.

Malaysia needs a different approach in dealing with flood 
disasters to reduce economic risks and protect jobs. The 
number of people affected and the damage caused by 
the floods show our inability to deal with such incidents 
and give a clear signal that we must find new and more 
sustainable methods to reduce the economic burden of 
those affected.

Data show that low- and middle-income households 
living in high-density urban areas and rural areas are more 
vulnerable to flood risk. If a large proportion of this group 
is comprised of those who depend on informal employment 
and lack social protection, this situation is likely to cause 
them to be trapped in a cycle of natural disaster poverty.

Making Flood 
Less Disastrous 
to Workers

Assoc. Prof. Dr. Mohd Yusof Saari
Chief Economist
EIS-UPMCS Centre for Future Labour Market Studies (EU-ERA)
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Do workers have a valid reason for not 
turning up for work? 
There are many reasons why workers are not present for 
work in the event of a flood. For example, they may be ill, 
disconnected from the workplace or do not have a place to 
live as their homes have been damaged.

What happens if a worker comes to work, but 
is unable to carry out duties? 
In certain situations, workers can still turn up for work 
during a flood, but they are unable to carry out their duties 
because the particular businesses are affected. Thus, 
employers may ask workers to take additional leave. This 
leave essentially would have to be paid, but may not be 
practised in reality for several reasons, such as the informal 
nature of the business.

Can employers cut wages if workers are 
unable to turn up for work? 
Employers are likely to take two unwelcome actions: 
cutting wages or not paying the workers during the periods 
of inability to work. Contract workers with daily-basis 
payments are likely to be affected the most. There may be 
no legal obligation for employers in the informal sector to 
pay workers that do not turn up for work. 

What should employers do following a flood? 
The recent floods necessitate the need for employers to 
put in place adequate policies, e.g., specific insurance for 
natural disasters, to fully deal with this situation if it occurs 
again. Floods affect employment in two ways: direct effect 
or immediate consequences and indirect effect that are 
linked through economic inter-linkages. 

Do we have enough safety net programmes 
to reduce the burden on workers due to 
floods?
We know that certain schemes for flood insurance or 
catastrophe insurance are available. However, they are 
mainly designed to provide an alternative to disaster 
assistance to reduce the escalating costs of repairing 
damage to buildings and replacing their contents. Hence, 
it is partially to help in the recovery of a household without 
considering employment survival due to income and job 
losses.

There is a need for having an extension coverage for employment insurance programme that is able to compensate 
the income and job losses due to flood. This type extended coverage should also applied for other professions that are 
affected by the rainfall-related event such as fishermen and rubber tappers. 

In our view, the option for having employment insurance programmes related to natural disasters has several advantages: 
(i) reducing government fiscal burden in sustainable ways. 
(ii) strengthening active labour market policy interventions by including natural disasters.
(iii) indirectly increase the formality of business for monitoring purposes.

01
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productivity-led growth 
in Malaysia is partly 
driven by prolonged 
over-reliance on the 
foreign labour

“ “
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The influx of foreign labour, either through legal 
channels or illegitimate migration, into the 
Malaysian labour market creates a hot debate 
among local citizens. The people’s resentment 

fired up even further during the COVID-19 pandemic, as 
more cases affected the migrants. 

According to official statistics, foreign labour was recorded 
at 1.7 million in 2010 and increased to 2.2 million in 20181. 

Rapid economic growth supported by national policies to 
achieve advanced nation status has somehow driven the 
ever-increasing demand for foreign labour. Local talent 
shortages have been claimed to be the imminent factor 
in hiring locals for domestic jobs besides the claim the 
hesitation of local venturing into 3D (Dirty, Dangerous, 
Difficult) jobs. 

Given the current compensation scheme and institutional 
aspects, substituting migrants for locals remains a good 
option as it is cheap and cost-effective. Theoretically, 
this could lead to better profitability for the businesses, 
eventually facilitating growth. 

Yet, it is truly a puzzle whether high dependency on foreign 
labour would benefit workers’ productivity. 

In understanding this contention, this article aims to 
analyse the extent to which labour productivity is affected 
by foreign labour. 

We construct a macroeconomic labour productivity model 
that includes production factors such as foreign labour, 
average wage, capital and income alongside Malaysia’s 
trade openness and resource rents that represent economic 
structures. 

Our findings suggest that Malaysia’s labour productivity 
is positively related to foreign labour. Technically, an 
increase in foreign labour would lead to a 0.24% increase 
in the productivity level. 

However, such causation should not be taken just on the 
surface to justify the need for more foreign labour. This 
is because, on the other side of the coin, we find that 
such nexus comes with a set of costs. 

First, our result is in line to the general perception that the 
presence of foreign labour suppresses the real average 
wage. In fact, the magnitude of the wage suppression 
effect is found to be detrimental to productivity, 
compared to other variables. 

Second, the existence of foreign labour also, to some 
extent forestalls the role of capital accumulation to 
boost productivity. Though conventional wisdom may 
not support this finding, it gives a good signal to relook 
at the utilisation of capital, especially on the possibility 
to generate income and productivity through wage-
incentive channels.

To conclude, our findings demystify productivity 
paradox in relation to foreign labour. It is important to 
note that productivity-led growth in Malaysia is partly 
driven by prolonged over-reliance on foreign labour. 
We argue that this is not sustainable given that there is 
an existence of wage suppression effect as well as the 
possibility of undermining the role of capital to enhance 
productivity.

Hence, in line with the strategic thrust in the Shared 
Prosperity Vision 2030 to reduce foreign labour 
dependency, proper measures are needed to address the 
cost and benefit dependency of foreign labour in the 
Malaysian economy.

1  Department of Statistics Malaysia Newsletter “Situasi 
Pekerja Bukan Warga-negara Di Malaysia”. 2.2020/Siri 39.

Weaning—off 
foreign labour? 
Demistifying the
productivity paradox

Mohamad Muzaffar Abdul Hamid
Director
Malaysia Productivity Corporation (MPC)
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O P P O R T U N I T I E S 

I n t e r n s h i p s

A u t h o r ’s
C o n t r i b u t i o n
Our centre publishes The Labour magazine on monthly basis. 
We would like to invite interested individuals, experts and 
researchers to contribute in our magazine.

EU-ERA offers a range of internships for 
undergraduate students from public and private 
higher learning institutions to experience real work 
environment in a state-of-art research institution 
and gain a competitive edge before graduating. 
Our internship program is structured as learning 
experience that combine in class theory with real 
world applications. 
Throughout the internship periods, interns are 
expected to gain the following core skills:
• Enhancing and strengthening your applied 

economic and quantitative research skills.
• Getting the opportunity to work and network 

with national and international agencies  
dealing with labour marker planning.

• Getting the opportunity to increase 
employability with appropriate 
occupations after the internship

Contact us
EUERAcentre euera.centreCentre for Future Labour Market Studies (EU-ERA)www.euera.org 

+603 8091 5113 euera@perkeso.gov.my

Review of Labour 
Market Policy

Review of Labour Market Policy is the official journal of EU-ERA that aims to 
facilitate the dialogue between policymakers, administrators, academicians, and 
researchers interested in new database development and model approaches in 

designing and evaluating labour market policies. 

We would like to invite interested individuals, experts and 
researchers to contribute in our journal. 

Coming 
Soon!

To contribute or for any 
inquries, please email us at
editor.rlmp@gmail.com
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Instructors

Introduction to the course
 

24 - 25 JANUARY 2022
Bangi Resort Hotel

To register:

FEES: RM 950 (2 Days)

LABOUR MARKET
LEADING INDICATORS

Henny Abigailwillyen 
Sinjus
Economist, EU-ERA

Prof. Dr. Muzafar 
Shah Habibullah
Senior Economist, EU-ERA

An accurate, relevant, timely and 
accessible labour market indicator is 
essential and critical for policy analysis. 
This course aims to expose participants 
with applied econometric model for labour 
market leading indicators.

This course is structured based on tools 
and approaches developed by EU-ERA 
economists and researchers to determine 
the key determinants of labour market 
leading indicators. The topic covers:

• Foundations and applied methodologies to  
  determine leading indicators.

• Measuring and understanding real-time 
  administrative data.

• Forecasting and evaluating using labour    
  market leading indicators.

What topics do this course cover?

For inquiries Email: euera@perkeso.gov.my
Phone No.: +60 19-925 4594 
                   (Ms. Henny)

*Fees include book, training materials, meals & certificate


