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Introduction

◦ The minimum wage policy aimed to protect the 

employees’ welfare, to reduce burden for the cost of 

living, to enhance labour productivity, and to reduce 

the dependence on foreign workers in the economic 

sectors. 

◦ However, the policy had caused several impacts to 

the employers in terms of higher labour costs. 

◦ While for the employees, there is a huge gap 

between the minimum wage and living wage, 

which is no longer enough for those living in the big 

city like Kuala Lumpur. 
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Background 
of study

Chong & Khong (2018) 

• The former Ministry of Human Resources Malaysia, Datuk Seri M. 

Saravanan stated that the minimum salary of RM3,000 per month is required 

for a people to live in the city (Mohamed Basyir, 2021). 



Background 
of study

◦ The national president of SMEs Malaysia, Datuk 

Michael Kang, said that the biggest challenges 

faced by SMEs is the cash flows (Lee, 2020). The 

SMEs still need to pay for high productions and 

operation costs such as rental and workers’ salaries 

although they have less or no cash inflows. 

◦ Based on the results of the survey that conducted 

by the FMM, which involved 419 companies, 44% 

of the companies only can survive for three months, 

while 34.1% of them can sustain for only one 

month (Priya Sunil, 2020). Also, based on the data

from the MEDAC, there was a total of 32,469

numbers of SMEs shut down since March 2020

because of the MCO (FMT reporter, 2020).



Malaysia Minimum Monthly Wages

Source: Trading Economics, https://tradingeconomics.com/malaysia/minimum-wages 

COVID-19 

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RM300 or 25%

https://tradingeconomics.com/malaysia/minimum-wages


Current minimum wage in Malaysia

Minimum wage rate

Monthly (RM) Daily (RM) Hourly (RM)

1,500
Number of working day per week

7.21
6 5 4

57.69 69.23 86.54
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• Craft and related trade workers
• Plant and machine-operators and 

assemblers

• Elementary workers
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WHY?

Minimum Wages

Cost of living 
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Improve 
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Problem 
statement

• The amount of minimum wage, however, is unable to fulfil the basic 

needs especially for those workers living in urban areas. 

• On the other hand, the businesses especially the micro, small and 

medium enterprises (MSMEs) are not ready to implement the new 

minimum wage rate because they are still in the process of recovery 

from the economic crisis that caused by the Covid-19 pandemic 

(Syafiqah, 2022). 
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Research objectives

To investigate the willingness of employers and employees to 
pay and to accept the minimum wage, respectively. 

To analyse the impacts of current earnings towards the 
survivability of both parties during the COVID-19 pandemic. 

To examine the adjustment actions taken by them towards 
the statutory minimum wage. 



Literature Review – Theoretical background
Implementation of minimum wage   Efficiency wage theory
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Methodology
◦ Willingness to pay (WTP) and accept (WTA) are 
measured by using bidding game approach.

◦ WTP and WTA is reported statistical descriptively and 
estimation using OLS.

◦ The equilibrium point using simultaneous equations.



Distribution of 
employees
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Minimum Wage: Employees’ willingness to accept and employers’ willingness to pay  

 Minimum wage rate (RM) 

1,100 1,200 1,400 1,600 1,800 2,000 

All sizes of firms 

WTA (employees) 8.35 14.37 25.28 39.31 49.33 74.05 

WTP (employers) 81.10 83.16 40.21 21.99 15.81 15.81 

 Micro-SMEs 

WTA (employees) 11.48 26.23 45.90 68.85 77.05 91.80 

WTP (employers) 75.00 70.00 31.67 13.33 11.67 10.00 

 Small Firms 

WTA (employees) 6.87 14.09 27.84 44.67 54.30 76.29 

WTP (employers) 75.61 81.71 40.24 21.95 14.63 17.07 

 Medium Firms 

WTA (employees) 13.33 18.10 23.81 31.43 40.00 69.52 

WTP (employers) 87.23 89.36 48.94 27.66 21.28 19.15 

 Large Firms 

WTA (employees) 7.11 9.74 17.11 27.89 39.21 67.89 

WTP (employers) 86.27 89.22 41.18 24.51 16.67 16.67 
Note: The value is the percentage of respondents saying ‘Yes’ or agreeing to the level of wage as compared to 

‘No’ or disagreeing. However, the percentage of ‘No’ is not reported here. 

Minimum Wages Order 2020
Data Collection Period:
Oct 2021 – March 2022 Minimum Wages Order 2022: RM1,500!



RM1,500 ☺
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Minimum wage 2020



Minimum wage 2022
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Measuring 
survivability

◦ The threshold regression is used to identify 
the threshold wage and threshold of total 
wage changes that impacting survivability.



Threshold wage: Employees



Threshold total wage changes: Employers

+20%



Adjustment Measures by Employees 

No. Adjustment Measures  Micro-

SME 

Small Medium Large 

 Money Adjustment 

1. I will borrow money from my family, relives, 

or friends. 

2.92 2.98 2.54 2.75 

2. I will make a bank’s personal loan. 2.09 2.56 2.19 2.43 

3. I will make a pawn of valuable goods. 2.89 2.93 2.67 2.85 

4. I will withdraw my savings or fixed deposit. 3.57 3.52 3.37 3.58 

5. I will reduce my expenses. 4.01 3.93 3.98 4.07 

6. I will reduce my monthly savings. 3.81 3.83 3.80 3.91 

7. I will work additional job as a part-timer. 3.91 3.87 3.71 3.76 

8. I will work overtime. 3.71 3.70 3.36 3.66 

9. I will do the online business 3.21 3.41 3.02 3.14 

 Productivity Adjustment 

1. Finishing task in even shorter period 3.84 3.82 3.77 3.87 

2. Limiting the use of non-work-related social 

media during working hours 

3.81 3.87 3.71 3.91 

3. More multitasking at one time 3.81 3.79 3.52 3.75 

4. Be more focused on my job 4.15 4.05 3.99 4.07 

5. Be more energetic to complete tasks 4.12 4.05 4.02 4.10 

6. Be willing to work extra hours 3.85 3.84 3.71 3.88 

7. Be willing to shorten my holiday 3.33 3.49 3.23 3.37 

8. Be willing to take extra work responsibilities 3.71 3.78 3.65 3.80 

9. Be more strategic in daily job planning 4.00 3.94 3.89 4.01 

10. Be more committed to my job 4.14 4.03 4.02 4.08 

11. Reduce the frequency of applying for annual 

leave 

3.52 3.63 3.33 3.43 

Note: The number in the table is the mean of score value. The highest score value is 5. 



Adjustment measures by the elementary workers

Never Rarely Sometimes Often Always

Eating out 9.3% 37.7% 33.5% 16.1% 3.4%

Self-cooking 3.0% 6.4% 10.2% 29.7% 50.8%

Using public transport 32.6% 25.4% 22.9% 7.6% 11.4%

Self-driving 25.4% 13.6% 8.9% 8.5% 43.6%

Walking 32.2% 15.3% 21.6% 17.4% 13.6%

Buy clothes 14.0% 38.1% 37.3% 6.4% 4.2%

Go to shopping mall 17.4% 29.7% 39.0% 11.4% 2.5%

Entertainment 20.3% 44.5% 23.3% 8.1% 3.8%



Adjustment Measures by Employers 

No. Adjustment Measures  Micro-

SME 

Small Medium Large 

 Cost Adjustment 

1. My company will reduce fringe benefit 3.00 3.06 2.87 2.59 

2. My company will reduce bonus 2.93 3.01 2.89 2.77 

3. My company will reduce allowance  2.98 3.07 2.94 2.69 

4. My company will reduce the number of hiring 3.30 3.52 3.28 2.87 

5. My company will reduce salaries/wage 2.87 2.70 2.53 2.35 

6. My company will reduce research & 

development 

2.97 2.95 3.00 2.48 

7. My company will reduce the training & 

development 

2.93 2.91 2.85 2.38 

 Production Adjustment 

1. Workers are instructed to increase their 

productivity 

3.53 3.80 3.83 3.75 

2. Workers are instructed to work overtime or 

longer hour 

3.03 2.77 2.89 2.47 

3. My company can operate the business with 

work-from-home policy 

2.75 2.67 2.91 2.60 

4. My company will use digitalization in daily 

business operation 

3.33 3.17 3.30 3.25 

Note: The number in the table is the mean of score value. The highest score value is 5. 



Source: Reproduced from Malaysian Bureau of Labour Statistics, Department of Statistics Malaysia.

Jobs Created by Skill Category, Malaysia, 2018Q1 – 2022Q1

Minimum Wages 
RM1,200 & COVID-19

Minimum Wages? 
FDI-led labour market structure?

Restriction 
removal; 
Endemic 
phase



Source: Reproduced from Malaysian Bureau of Labour Statistics, Department of Statistics Malaysia.

Value Added Per Hour Worked & Value Added Per Employment, Malaysia, 
2015Q1 – 2022Q2

Reduced work hour & 
WFH during MCO 

Increased 
labour

productivity 
☺



Imposing a minimum wage – industry of firm 
view



If workers able to increase their productivity..



Policy Implications

The government may extend technical assistance and micro-credit financing service to the 
micro-SMEs to facilitate broader digital technology adoption within the business landscape in 
Malaysia. Technical training can be provided to employees from the micro-SMEs for upskilling 
and productivity enhancement. 

The recent implementation of the Minimum Wages Order 2022 did not really pose much financial 
threat to the employers – not even during the implementation of the Minimum Wages Order 2020 
amidst COVID-19-triggered economic slowdown – since employers have been willing to offer 
higher than the statutory minimum wage even prior to May 2022, on average.

The estimated equilibrium minimum wage level for firms of all sizes are at least 25 percent higher 
than RM1,200 under the 2020 Minimum Wages Order – except for micro-SMEs. 



The recent 25-percent increase in the Malaysian minimum wage from RM1,200 
in 2020 to RM1,500 in 2022 is feared to have deteriorated employers’ 
survivability, judging from the 20-percent threshold of total wage changes 
estimated in the present study. 

It follows that the survivability of most of the Malaysian firms is expected to 
deteriorate if the negotiation and collective bargaining take place, thus 
warranting further government assistance in the form of wage subsidy.

The current wage agreed between the employees and employers is at least 30 
percent lower than the estimated minimum threshold of living wage – with the 
percentage being larger the smaller the firm size. In another words, the negotiated 
wage is still far from being sufficient to sustain a normal standard of living, especially 
for workers serving the micro-SMEs in Kuala Lumpur. It follows that any form of 
financial assistance rendered by the government is crucial for making up the balance.  

The threshold regression result implies that the personal income should be at least 
RM2,300 in order for workers to survive financially. It follows that a minimum 
level of the financial remuneration does exist to sustain the positive association 
between personal income and employees’ survivability. 



Minimum Wage 
of RM1,500

Points to 
Ponder…

Minimum wage rise 
amidst sluggish 

economy

Unskilled labour less 
likely replaced by 

skilled labour

Shift of hiring for 
semiskilled labour with 

median wage slightly 
higher than RM1,500?

Skilled labour’s 
wages & employment 

to drop?

Exacerbated by the 
rise in skilled gig 

workers?

Firms:
• Cost adjustment
• Investment in K & 

production 
automation

Government:
• Financial & technical 

assistance to be 
rendered

Skilled job 
creation 

with higher 
wages 

Source: Salaries & 
Wages Survey Report, 
Malaysia, 2020
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