
   

HIGHLIGHT OF THE MONTH 
Workforce Restrictions and Dilemma of a Labour-Intensive Economy 

Mazzatul Raudah Abdul Halim and Nur Azreen Mokhyi 

Do we know that economic structure of a  
country could influence the ways health-economic 
related crisis is managed? One way of assessing the 
structural characteristics of a country is through  
labour intensity. The labour intensity measures the 
amount of labour used in the production of goods 
and services. The higher the labour size to  
production, the more labour intense is the economy. 
 
Do we know that Malaysia is considered as a labour-
intensive economy? Being as a labour-intensive  
economy, Malaysia is inevitably facing a dilemma in 
setting the most appropriate equilibrium point  
between reducing health and economic risks. Labour-
intensive economy implies high dependency of labour 
in the production of goods and services. Work from 
home and physical distancing measures to reduce the 
spread of COVID-19 cut the size of workforce at the 
plants, factories and offices, which in turn likely to 
reduce the production of output. In contrast, a capital
-intensive economy—an economy that highly  
dependent on machines, equipment and automation 
—may have less difficulties in managing the  
workforce disruptions caused by COVID-19. 
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INTERESTING INSIGHTS : 
Signal for economic reform towards 
capital-intensive 

In simplest words, labour-intensive  
sectors are less “immune” to the workforce 
disruptions caused by the COVID-19. 

Does COVID-19 induce job matching 
efficiency? 

The matching efficiency for the semi-skilled 
jobs improves largely because most of the 
job demands in the economy are available 
for this group compared to other job  
categories. 

It’s better to “tanam sayur” rather 
than “tanam anggur”! 

Acquiring additional skills apart from formal 
certificates seems to be important to secure 
alternative job for survival. 



Workforce disruption that caused 
by COVID-19 pandemic is  
considered as the most impacted in 
decades. COVID-19 affects the 
workforce directly and indirectly 
through several channels such as 
virus infected workers, movement  
control order that restricts labour 
mobility and work from home. 
When the pandemic affects the 
workforce, the economic risks of an 
economic sector increase when the 
sector rely heavily on the labour 
input in the production of goods 
and services. In simplest words, the  
labour-intensive sectors are less 
“immune” to the workforce  
disruptions caused by the COVID-
19. 

Labour intensity of a sector is  
commonly measured by the labour-
output ratio. The higher the size of 
labour-output ratio, the greater use 
of labour in the sector production of 
goods and services. The following 
diagram presents labour-output  
ratio for overall Malaysian  
economy and for manufacturing 
and services sectors in comparison 

to the benchmark country of South 
Korea.  

In relative terms, the labour  
intensity of Malaysian economy is 
double than that of South Korea— 
thus implying we are labour  
dependent country. A similar  
situation can be seen in the  
manufacturing and services sectors 
with the labour dependency in the 
manufacturing greater than the 
services.  

In current pandemic situation, a 
labour-intensive economy may 
have difficulties in balancing the 
need to reduce health risks and 
economic risks. There are several 
cases occurred that support our 
view. One of them is the growing 
infection rate among the foreign 
workers. Over-reliant on foreign 
w o r k e r s  w i t h o u t  p r o p e r  
intervention—living in cramped 
workers’ accommodation and  
unsanitary conditions, with poor 
access to healthcare—contributing 
to the increasing numbers of 
COVID-19 infection cases.  

The order to reduce the number of 
workers at the workplace by  
implementing work from home or 
rotation is likely to have huge  
impacts on production. The practice 
of physical distancing and be  
cognizant in reducing possible virus 
transmission at the workplace can 
be difficult or even impossible to 
materialize for labour-intensive  
sectors.  

For a capital-intensive economy 
like South Korea, measures to limit 
the number of workers are expected 
to have minimal impacts as  
production processes are more  
reliance on machines, equipment 
and automation. This situation  
provides a clear signal of the need 
to upgrade production sectors from 
labour-intensive towards capital-
intensive. This transformation also 
brings chances to prepare for the 
changing nature of work in the  
digital era. The future of work that 
adopts Artificial Intelligence and  
Robotics or might be called a 
“machine” economy is an  
important enabler to transform  
every economic sector. 
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In labour economics, job matching 
is one of the predominant strands 
that gives a measure for labour  
market efficiency. It relates the 
number of new hiring to the number 
of unemployed and job vacancies, 
and plays a central role in the  
t h eo r y  o f  l a bo u r  m a r k e t  
equilibrium.  

The job matching function describes 
how the flow of job matches is  
related to the stock of job seekers 
and the stock of available jobs, 
much as a standard production 
function describes the technological 
relation between the flow of  
products and the stocks of  
production factors.  

The current economic crisis induced 
by COVID-19 pandemic has caused 
disruption in the labour market 
which directly influences the  
magnitude of job matching  
efficiency. This note summarizes a 
study that compares empirically the 
job matching efficiency during  
pre-crisis and post-crisis periods of 
COVID-19.   

An econometric model that link loss 
of employment (LOE) and  
vacancies with placement in a  
functional form is developed. Daily 
administrative data on placements, 
vacancies and LOE provided by the 
Office of Employment Insurance 

System (EIS), SOCSO are used to 
estimate the model. The daily data 
are extracted from 2nd January 
2020 to 30th  September 2020.  

To examine the job matching  
efficiency during pre- and post-
crisis periods, we have split the 
data into two different periods: 
2nd January 2020 to 17th March 
2020 for the pre-crisis and 1 July 
2020 to 30 September 2020 for the 
post-crisis. 

Results indicate that economic 
crisis due to COVID-19 tends to 
improve the job matching  
efficiency. The most significant 
improvement in the job matching 
efficiency is found for the semi-
skilled jobs for which the job 
matching efficiency rates improve 
from 1.27 to 4.89 (see Figure).  

In our view, the matching  
efficiency for the semi-skilled jobs 
improves largely because most of 
the job demands in the economy 
are available for this group  
compared to other job categories. 

The result is aligned to the  
EU-ERA Third Quarter Report that 
presents  most of  the  job  
demands (vacancies) are related to 
non-PMET jobs such as cashier, 
clerk and services assistant.  

To the other extent, the significant 
improvement in the labour market 
efficiency during the post-crisis  
periods signifies the effectiveness of 
government intervention on the 
labour market. Large scale job 
matching program such as  
PenjanaKerjaya is beneficial to  
reduce friction in the labour  
market, especially during pandemic 
periods. 

The full paper of this study will be 
publicly available once it is  
published in a special issue journal 
on socio-economic impacts of 
COVID-19.  
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improves largely because most of the job demands in the  
economy are available for this group compared to other job  
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shares the reality of labours that inspired and motivated others to change 

“Tanam anggur” is a common  
Malay colloquial used to represent 
those who do not have any job or 
still searching for jobs. As we all 
know, securing a job in the post 
pandemic-crisis periods is a real 
challenge especially for the fresh 
graduates. In fact, acquiring  
additional skills apart from formal 
certificates seems to be important to 

secure alternative job for survival. 

Shahrizal Denci, a 39 years old  
Sabahan, shares his experience 
when he found limited job offers in 
his hometown 10 years back.  
Shahrizal, who was a Universiti 
Malays ia  Perl is  (UniMAP)  
graduate, previously secured his 
first job as an engineer at one of 
multi-national companies (MNCs) 
in Kedah immediately after his 
graduation. However, after three 
years of service, he had to give up 
the high-paid job for filial  

obligation on his parents. 

Knowing the difficulties to secure a 
job at his hometown, he had no 
choice other than utilizing farming 
skill inherited from his parents to 
start vegetables cultivation despite 
his academic background was in 

computer engineering. 

Mohd Alzaiery Abdul 

He had received various stigmas 
from the local community at the 
ear ly stage. However, he  
determined to cultivate a small-
scale vegetable garden for the sake 

UNTOLD STORY 

It’s better to “tanam sayur” rather than “tanam anggur”! 

The implementation of 
Movement Control Order 
(MCO) for instance has 
affected many of us  
including the agricultural 
and business activities, 
but we have to be  
proactive to overcome 
any possible problems  

“ 

” 
of his family's survival. He said, 
“The local community perceives a 

farmer is a job for those who does 
not pursue higher education. In 
fact, some of them questioned the 
Degree I hold by comparing mine 
with those who are more  

successful in their careers”.  

Today, Shahrizal Denci proves 
that his involvement in the  
agriculture industry is against the 
local community perceptions. 
Now, his business called D & H 
Plantations has cultivated more 

than 20  vegetables varieties with 
the assistance of 15 local workers. 
From the small piece of land, his 
business has expanded to 20 acres 
of land area. His vegetables  
products have been supplied not 
only within the state of Sabah but 
also marketed to Sarawak and  

Brunei.  

Shahrizal’s determination alongside 
proper planning and strategy are 
said to be the keys of his success in 
this field. He believes that every 
silver lining has a cloud. He said, 
"The implementation of Movement 
Control Order (MCO) for instance 
has affected many of us including 
the agricultural and business  
activities, but we have to be  
proactive to overcome any possible 

problems”.  

He explains that his proactive move 
in utilizing the existing social media 
platforms during MCO periods has 
made his business logistics  
processes become more well-
organized with scheduled delivery 
while product marketing also grows 

at the same time. 

Shahrizal wishes to the person who 
lose their jobs or still searching for 
jobs, not to give up and never lose 
hope, but instead unleash potential 
skills to keep moving forward in the 

year 2021. 

 Sharizal Denci , an Engineer turned Agropreneur 



finding from research paper that is relevant for labour market 

Does the unemployment insurance discourage 
workers from returning to work? 

In this edition, we share findings 
from a paper entitled “Labor  
market trends and unemployment 
insurance generosity during the 
pandemic”, published in the  
Economics Letters. This article  
examines the extent to which  
supplementary assistance to  
unemployment insurance that  
designed during the COVID-19  
affects the placement rates in the 

American labour market.  

The United States government  
introduced a temporary expansion 
of unemployment insurance (UI) 
benefits known as the Federal  
P a n d e m i c  U n e m p l o y m e n t  
Compensation (FPUC) under 
Coronavirus Aid, Relief, and  
Economic Stimulus (CARES) Act.  
The FPUC provides an additional 
of $600 weekly payment to any 
state unemployment benefits for 
which a worker would have already 
been eligible. The payment was 
designed to replace 100% of the 
mean U.S. wage when combined 

with existing UI benefits.  

However, the extra benefit yields a 
total UI that is greater than weekly 

earnings when working for the  
median worker. Given these facts 
about  the dist r ibution of  
replacement rates, it is natural to 
a s k  w h e t h e r  s u c h  h i g h  
replacement rates (a) encourage 
employers to lay off workers and 
(b) discourage workers from  
returning to work while they are 

still able to receive UI benefits. 

Muhamad Zharif Luqman Hashim 
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EDITOR SELECTION 

This study shows that the workers 
with larger increases in UI benefit 
are no slower to return to work 
than others with more modest UI 
increases. These results provide 
suggestive evidence that, in the 
aggregate, the expansion in UI 
benefit did not disincentive work 
at the outset, and that high  
replacement rates did not  
differentially deter workers from 

returning to work.  

What Malaysia can learn from this 
study? Malaysia UI are known as 
Job Search Allowance (JSA) and 
c o v e r e d  u n d e r  S O C S O ’ s  
Employment Insurance System. 
JSA has been extended to nine 
months compared to only six 
months before Malaysia Budget 

2021 announcement.  

Thereafter, the JSA comes with 
the new rates of 80% of paid salary 

in the first month, 50% for the  
second until the sixth month and 
subsequently 30% for the last three 
months. Our qualitative view is 
likely to expect that the JSA will 
not discourage workers from  
returning to work as well. This can 
be supported by the fact that  
placement has increased to 88,309 
in fourth quarter of 2020 from 

61,877 in the third quarter. 

Malaysia is still struggling with the 
surges of COVID-19 infected cases 
and the implementation of second 
Movement Control Order (MCO 
2.0). Therefore, there are still good 
reasons to continue the assistance 

to the unemployed person.  

The concerns about adverse  

aggregate labour supply effects of  
expanded UI benefits in the context 
of the current pandemic could not 
be supported with strong evidences. 
The UI benefits from the JSA  
appear to be an important source of 
aggregate stimulus rather than an 
impediment to labour market  
improvement. When a stable  
labour market recovery starts, the 
disincentive effects of UI generosity 
may become more apparent. In the 
meantime, the extension of the UI 
benefit supplement would be an 
effective way to maintain economic 
activity without distorting job 
searching behaviour and holding 

back job growth. 
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UPCOMING EVENTS 

Quantitative Workshop 2021 

1.  Understanding the Labour Market Ecosystem (7-8 April 2021) 

2.  Labour Market Impact Analysis (19-20 May 2021) 

3.  Data Envelopment Analysis ( 27 My 2021 ) 

4.  Labour Market Leading Indicators  (2—3 June 2021) 

5.  Econometrics Workshop Series: Understanding Basic  

Econometric Principles ( 17 June 2021 ) 

6. EXCEL for Data Analytics ( 17 June 2021 )  

7. Economic Workshop Series: Dealing with  

Non–Stationary Data ( 15 September 2021 ) 

8. Economic Workshop Series: Forecasting Labour Market  

 Indicators Using ARIMA and Box– Jenkins Approaches  

 ( 16 December 2021 ) 

9. Modeling and Estimating Using ARDL Approach  

 ( 23 December 2021 ) 
 

Seminar/Conference 2021 

1. 1st National Conference on  Labour Market Analysis  

(INFORMAL) - New Data and New Approaches  

( 17 November 2021 ) 

2. 28th International Input-Output Conference and 10th  

Edition of the International School of IO Analysis 

*For any inquiries, please email us at euera.centre@gmail.com 

OPPORTUNITY 

Author’s Contribution 
Our centre publishes a bulletin on monthly basis. We would like to  invite 

interested individuals, experts and researchers to contribute in our bulletin. 

Please email us at euera.centre@gmail.com for  further details. 

 

1.   Malaysia Budget 2021: Labor Market Perspectives 

2. Quarterly Labour Market Perspectives: Growth and    

Labour Market Recovery 

3. The Day After Tomorrow: Estimating the Impacts of Ending 

Temporary Wage Subsidy Programme 

activities 

EU-ERA IN MEDIA 

Printed Media 

1.  Making flood less disastrous to workers – New Straits Times  

(9 January 2021) 

2.  Pekerja Subsidi Upah 3.0: Tauke, Pekerjaan Dibela  

– Harian Metro (24 January 2021) 

Electronic Media 

1. Ekonomi 2021 dijangka lebih baik tetapi ‘kerosakan’  

masih ada – Astro Awani (1 January 2021) 

2. RMK 12 perlu jamin ekonomi kalis krisis  

– Astro Awani (1 January 2021) 

3. i-Sinar: Rancang Kewangan, Demi Kelangsungan  

– RTM Biz Malaysia (8 January 2021) 

4. PKP perlu bersasar, tutup sektor berisiko sahaja  

– Astro Awani (8 January 2021) 

5. Niaga Awani: Jangkaan PKP: Bagaimana pastikan pekerja 

tidak terjejas? – Astro Awani  (8 January 2021) 

6. Mengurangkan ‘bencana’ ke atas pekerja akibat banjir   

– Astro Awani  (8 January 2021) 

7. Covid-19 perbaiki pengurusan tenaga asing  

– Astro Awani (8 January 2021) 

8. Covid 19: Model baharu PKP  

– Ruang Bicara Bernama (8 January 2021) 

9. Making flood less disastrous to workers  

– New Straits Times (9 January 2021) 

10.Tempoh PKP jika dilaksanakan semula tidak perlu  

terlalu lama – Astro Awani  (9 January 2021) 

11.Langkah pemulihan ekonomi 2020 beri manfaat  

pasaran buruh – Malaysiakini  (13 January 2021) 

12.Niaga Awani: Pemadanan pekerjaan lebih baik, tingkat    

pekerjaan – Astro Awani (14 January 2021) 

13.Kerajaan ada ruang tambah pakej bantu rakyat  

– Berita Harian (14 January 2021) 

14.Pekerjaan & PKP 2.0 | Kaji semula inisiatif jika tempoh     

berlanjutan – Astro Awani (14 January 2021) 

15.Pekerjaan & PKP 2.0 |Penganggur PMET dijangka terkesan 

sepanjang 2021 – Astro Awani (14 January 2021) 

16.Interventions, economic recovery initiatives benefit labour  

market – The Edge Markets (15 January 2021) 

17.PKP ganggu rantaian bekalan ekonomi  

– Harian Metro (18 January 2021) 

18.Permai kurangkan beban sektor perniagaan, pekerjaan  

– Utusan Malaysia (20 January 2021) 

19.PKP Penuh | Jangan ambil keputusan hanya lihat faktor  

COVID-19 – Astro Awani (24 January 2021) 

20.WEF | Memahami laporan ketidaksamaan OXFAM  

– Astro Awani (26 January 2021) 
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At  a Glance... Yeopmie 

Vacancies 

SPOTLIGHT 

At  a Glance... Yeopmie 

Loss of Employment and Job Placements 

SPOTLIGHT 
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About Us 
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distribution, poverty, social policy, demography and aging, and    

migration. 
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