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Abstract: The predominance of wage employment in Malaysia can be observed from em-
ployment status data. Its predominance at this stage of economic development is not
unique to Malaysia as it is a consequence of capitalist development observable around
the globe. This expansion of wage employment is also accompanied by a shift in social
protection systems around the world. Malaysia is at an early stage of moving in a similar
direction. It is within this conceptual shift the Malaysian employment-based social pro-
tection strategies are examined. It addresses the underlying reality that working today is
not only for the purpose of earning a current subsistence wage for many, but also to pro-
tect incomes in the future via a system that is pegged to the current income. The frame-
work for the analysis is premised on the social and economic stratification perspective,
more specifically in relation to social classes, inequality and vulnerability, especially for
the middle classes. By taking this approach, this paper contextualises the Malaysian case
in the same vein as other economies at a similar stage of development in Latin America
and Southeast Asia, where the vulnerability of the middle classes is shown to be on the
increase while earned or purchased welfare is increasingly seen as inadequate.
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1. Introduction

The predominance of wage employment in Malaysia can be observed from employment
status data which categorises people into three groups, namely, employees, own account,
and unpaid family workers. In 2013, the employees comprised almost 74%, and own ac-
count workers as well as unpaid family workers totalled 22%. The share of employers on
the other hand is predictably small, resting at about 4% in 2013 (Department of Statis-
tics, 2013). While the numbers of own account workers as well as unpaid family workers
show a declining trend, the number of employees continues to rise in line with Malaysia’s
economic development, especially after the implementation of the New Economic Policy
(NEP) in 1971. The predominance of wage employment at this stage of economic develop-
ment is not unique to Malaysia. It is a consequence of capitalist development observable
around the globe.

The expansion of wage employment is further accompanied by an evident shift in
the social protection systems around the world. These systems are now increasingly be-
coming employment-based as the old Keynesian state-sponsored ‘redistributive welfare
system’ is subjected to increasing pressure to ensure its fiscal sustainability. A variety of
purchased welfare or social insurance systems have emerged in its place (Midgley 1999;
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based as can be observed from the shift from DB to DC, the impact of globalisation on
labour market flexibility, the resulting decline in the money wage component of social
wage, and the rise of ‘flexicurity’ as an emerging social protection paradigm, must be tak-
en into consideration. At the same time, endogenous factors such as structural inequali-
ties that give rise to vulnerability drivers in the form of structural unemployment, and
the predominance of low income occupations resulting from low levels of skills, as well
as high cost of living, and rising household debt, cannot be ignored in addressing social
protection issues in Malaysia. Empirical evidence and discussions throughout this paper
also raised some policy concerns with regard to the points discussed below.

4.1 The Limitations and Effectiveness of an Employment-Based Welfare System

It is also clear from the discussions that an employment-based welfare system using oc-
cupation and higher education as the vehicles to attain higher income and access to social
protection tools, whether public or private, is in itself limited. These criteria also define
the social protection path of those in the formal sector. As is increasingly evident from
the global trend, the risk of unemployment and market crash are making people less able
to depend on an employment-based welfare system for survival in times of crisis. The
highly educated at the top of the occupational hierarchies such as professionals, company
executives, doctors and lawyers, for example, are also susceptible. Moreover, this group
also tends to invest in the stock market, mutual funds, PRS, foreign currencies, etc. It has
been proven that many in this group are at risk of losing their investments during stock
market crashes. Unemployment at the top is also increasingly evident from the inability of
Malaysian graduates to find jobs, and increasing retrenchments of workers in the financial
sector. If social protection is dependent on jobs to provide a steady income that can pay
for social security packages, it is unclear what would be available to workers when jobs are
lost, what its impact on all social classes will be, and whether social welfare will wither
away as well.

4.2 The Structural and Endogenous Nature of Inequality and Its Impact on Welfare

From the above discussion it is logical to conclude that the structure of inequality is en-
dogenous to the system from which vulnerability stems. The room at the bottom where
vulnerability is strongest cuts across class, sex, and ethnicity in Malaysia (Shamsulbahriah,
2015). Whilst vulnerability drivers of these diverse groups include a host of factors from
low skills, low income, low savings, crises, and other global dynamics, Malaysia is also fac-
ing the disintegration of the traditional family system resulting from divorce, late marriag-
es, emigration, a rapidly aging population, and labour market issues such as insufficient
post-retirement employment opportunities, and inadequacy of post-retirement income.
Mainstreaming endogenous and structural inequalities in deriving a comprehensive social
protection strategy would serve Malaysia well in achieving its aspiration to become a de-
veloped nation where social protection is available for all.

4.3 Lessons from Developed Countries
In relation to this, the subprime mortgage crises 2008 in the United States of America

(USA) should be a lesson for Malaysia. As a result of a significant policy shift over the past
25 years, Americans have had a much larger share of their retirement assets invested in
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equities than they did in the past (Butrica, Smith, & Toder 2009). Over this period, em-
ployment-based pensions have switched from traditional DB plans that require employers
to manage retirement savings to DC plans that place the investment responsibility on
workers and their fund managers. Under the DB plan, retirees have a guaranteed lifetime
income. This is not so with the DC plan, as retirees receive what they (and their compa-
nies) have contributed whilst they were employed.

During the boom period, many American DC retirement savings (or 401(k)) plans
were invested in homes, stocks, real estate investment trusts (REITs), and other paper as-
sets. The subprime mortgage crises of 2008 and the consequent investment asset value
loss has left many of these investors much poorer, and some jobless, homeless and impov-
erished. This includes many educated professionals at the top of the pyramids, young and
old. Those who were able to subsequently find work earned less than before. This paper
found that the poor, the middle class, and the affluent professionals are all at risk as they
are dependent on jobs to provide income for current as well as retirement consumption.
In the USA today, more elderly people are ill-prepared to provide for themselves as they
approach old age, as they are likely to live longer than their parents. For the first time in
generations, the next wave of retirees in the United States will probably be worse off than
the current elderly (Hymowitz, 2014).

The conclusion from the discussions and the empirical evidence available thus far,
reflect the overall ongoing erosion of workers’ welfare, hence reinforcing their vulnerabil-
ity. Not all members of the middle classes will be spared. Given the structural nature of
inequality and the crisis-prone social protection tools currently available, the concept and
approach to social protection chosen should incorporate these structural issues. Social
protection provisions should not be limited to meeting income needs with public transfers
or regulated insurance. While developed countries invested in social protection during
times of prosperity, they have also come full circle in relying on informal means of social
protection as a response to rising structural unemployment, fiscal constraints, crises, and
uncertainties. Malaysia too should consider alternative means and approaches to social
protection and learn from these experiences.

Broadening the framing of social protection analysis to include structural dimensions
such as inequality, and putting human security and welfare at the pinnacle of social pro-
tection provisions on which everything else rests could be a step in the right direction. In
this way the security and dignity of human life can be better protected, freeing people
from vulnerability, and enabling them to contribute to nation building and development.
Labour could then be more humanised and not simply reduced to a mere factor of pro-
duction. As a start, this paper proposes an introduction of a minimum universal social
protection pillar called Pillar X using the existing Pillar 0 as its basic foundation. This pillar
is necessary because social protection tools as they are available now do not guarantee
the welfare of all Malaysians.

References

Alwang, J., Siegel, P.B., & Jorgensen, S.L. (2001). Vulnerability: A view from different disciplines. So-
cial Protection Discussion Paper Series No. 115. Washington, DC: World Bank.

Armed Forces Pension Scheme (LTAT). Various years. Annual reports. Kuala Lumpur: LTAT.

28 Malaysian Journal of Economic Studies Vol. 53 No. 1, 2016

Shamsulbahriah-1JUN (proofed).indd 28 @ 02-Jun-16 9:44:57 AM



1 TNEEE @® | I | [ [

Working for Welfare: Inequality and Shared Vulnerability among the Malaysian Middle Classes

Banerjee, A. & Duflo, E. (2008). What is middle class about the middle class. The Journal of Economic
Perspectives, 22(2), 3-28.

Birdsall, N., Graham, C., & Pettinato, S. (2000). Stuck in the tunnel: Is globalization muddling the
middle? Working Paper 14, Brookings Institution, Washington DC.

Birdsall, N. (2010). The (indispensable) middle class: Or, why it’s the rich and the rest, not the poor
and the rest. Working Paper 207, Center for Global Development, Washington DC.

Birdsall, N., Lustig, N., & Meyer, C.J. (2013). The strugglers: the new poor in Latin America? CGD
Working Paper 337. Washington, DC: Center for Global Development.

Butter, F.A.D., & Kock, U. (2003). Social security, economic growth and poverty: theoretical consider-
ations and guidelines for institutional arrangements. In K. Marshall, & O. Butzbach (Eds.), New
social policy agendas for Europe and Asia: challenges, experiences, and lessons (pp. 249-263).
Washington, DC: World Bank.

Butrica, B. A., Smith, K. E., & Toder, E. J. (2009). Retirement security and the stock market crash: what
are the possible outcomes? Washington, DC: The Urban Institute.

Crouch, H. A. (1984). Domestic political structures and regional economic co-operation. Singapore:
Institute of Southeast Asian Studies.

Department of Statistics, Malaysia (DOSM) (2013). Informal sector work force survey report Malay-
sia. Putrajaya: DOSM

Department of Statistics, Malaysia (2014a). Gross domesticp product (GDP) income approach 1971-
2013. Putrajaya: DOSM

Department of Statistics, Malaysia (2014b). Labour force survey report. Putrajaya: DOSM

Draxler, J. (2006). Globalisation and social risk management in Europe - A literature review. ENEPRI
Research Report No.23. Belgium: European Network of Economic Policy Research Institutes.

Economic Planning Unit. (2012). Household income and poverty. Retrieved from http://www.epu.
gov.my/en/household-income-poverty.

Economic Planning Unit (2015). Eleventh Malaysia Plan 2016-2020: Anchoring growth on people.
Putrajaya: Prime Minister’s Department.

Embong, A.R. (1998). Social transformation, the state and the middle classes in post- independence
Malaysia. In Ibrahim Zawawi (Ed.), Cultural contestations. Mediating identities in a changing
Malaysian society (pp. 83-116). London: Asean Academic Press.

Galassi, G. F., & Gonzdlez, L. M. (2012). Vulneability factors in the middle class: evidence for Argen-
tina and Mexico after the crisis of the 1990s. Frontera Norte, 24(47), 89-116.

Giddens, A. (1973). The class structure of advanced societies. London: Hutchinson.

Giddens, A. (1982). Profiles and critiques in social theory. London: Macmillan.

Hattori, T., Funatsu, T., & Torii, T. (2003). Introduction: The emergence of the Asian middle classes
and their characteristics. The Developing Economies, 41(2), 129-139.

Holzmann, R., Hinz, R., & Bank Team. (2005). Old-age income support in the twenty-first century: an
international perspective on pension systems and reform. Washington, DC: World Bank.

Holzmann, R. (2013). A provocative perspective on population aging and old-age financial protec-
tion. IZA Discussion Papers 7571, Germany: Institute for the Study of Labor (I1ZA).

Huynh, P. & Kapsos, S. (2013). Economic class and labour market inclusion: Poor and middle class
workers in developing Asia and the Pacific. ILO Asia-Pacific Working Paper Series. Geneva: In-
ternational Labor Organization.

Hsiao, H.H. & Wang, H.Z. (2001). The formation of the middle classes in Southeast Asia: An overview.
In Hsin-Huang Michael Hsiao (Ed.). Exploration of the middle classes in Southeast Asia (pp.
3-38). Taipei: Program for Southeast Asian Area Studies, Academia Sinica.

Hymowitz, C. (2014). Baby Boomers: Poorer in old age than their parents. Retrieved from http://
www.bloomberg.com/news/articles/2014-01-02/baby-boomers-poorer-in-old-age-than-their-
parents

Malaysian Journal of Economic Studies Vol. 53 No. 1, 2016 29

Shamsulbahriah-1JUN (proofed).indd 29 @ 02-Jun-16 9:44:57 AM



Shamsulbahriah K.A. Rodrigo

Jenson, J., & Saint-Martin, D. (2003). New Routes to social cohesion? Citizenship and the social in-
vestment state. Canadian Journal of Sociology, 28(1), 77-99.

Kapsos, S., & Bourmpoula, E. (2013). Employment and economic class in the developing world. ILO
Research Paper No. 6. International Labour Organization.

King, V. T. (2008). The middle class in Southeast Asia: Diversities, identities, comparisons and the
Vietnamese case. lJAPS, 4(2), 73-109.

Kumpulan Wang Persaraan(KWAP). Various years. Annual Report. Kuala Lumpur: KWAP. Retrieved
from http://www.kwap.gov.my/En/Interactive/Pages/PublicationReports.aspx

Lopez-Calva, L.F., & Ortiz-Juarez, E. (2011). A vulnerability approach to the definition of the middle
class. Policy Research Working Paper Series No. 5902. Washington, DC: The World Bank.

Lopez-Calva, L.F., Rigolini, J., & Torche, F. (2012). Is there such a thing as middle class values?: Class
differences, values and political orientations in Latin America. Center for Global Development
working paper No. 286. Retrieved from SSRN: http.//ssrn.com/abstract=2009367 or http://
dx.doi.org/10.2139/ssrn.2009367

Midgley, J. (1999). Growth, Redistribution, and welfare: Toward social investment. Social Service
Review, 73(1), 3-21.

Minujin, A., & Comas, G. (2009). Vulnerability and resilience of the middle class in Latin America.
International Affairs Working Paper 2009-02. New York: Graduate Program in International Af-
fairs, The New School.

Morel, N., Palier, B., & Palme, J. (Eds.). (2012). Towards a social investment welfare state? Ideas,
policies and challenges. United Kingdom: The Policy Press.

National Economic Advisory Council (NEAC). (2010). New Economic Model for Malaysia. Putrajaya:
NEAC.

Ragayah Hj, M.Z., Lee, H.A., & Saaidah, A.R. (2002). Social protection in Malaysia. In E. (2010) Adam,
M.V. Hauff, & M. John (Eds.), Social protection in Southeast and East Asia (pp. 119-170). Singa-
pore: Friedrich Ebert Stiftung.

Ravallion, M. (2009). The developing world’s bulging (but vulnerable) middle class. Policy Research
Working Papers, January. Washington, DC: The World Bank.

Saidatulakmal, M. (2013). Old age financial security of the informal sector. Journal of WEI Business
and Economics, 2(2), 34-41.

Saravanamuttu, J. (1989). Middle class in Malaysian politics: Communalism or case interests. Kajian
Malaysia, VIl (1&2), 106-126.

Saravanamuttu, J. (2013). The New Economic Policy, New Malay middle class and the politics of
reform. In The New Economic Policy in Malaysia: Affirmative action, ethnic inequalities and so-
cial justice (pp.335-356). Singapore: Strategic Information and Research Development Centre
(SIRD).

Schmidt, J. D. (2006). Flexicurity, casualisation and informalization of global labour markets. In Glo-
balization and the Third World (pp. 129-147). United Kingdom: Palgrave Macmillan.

Shamsulbahriah, K.A. (2010). The New Economic Policy for employment and poverty eradication.
In Osman Rani (Ed.), Tun Abdul Razak’s role in Malaysia’s development (pp. 193-230). Petaling
Jaya: MPH Group Publishing Sdn Bhd.

Shamsulbahriah, K.A.R. (2015). Framing social protection analysis in Malaysia: Issues for consider-
ation. SSRC Working Paper 2015-1, Kuala Lumpur: Social Security Research Centre, University
of Malaya.

Standing, G. (2008). Economic insecurity and global casualisation: Threat or promise? Social Indica-
tors Research, 88(1), 15-30.

30 Malaysian Journal of Economic Studies Vol. 53 No. 1, 2016

Shamsulbahriah-1JUN (proofed).indd 30 @ 02-Jun-16 9:44:58 AM



1 NEEE @® | I | [ 5

Working for Welfare: Inequality and Shared Vulnerability among the Malaysian Middle Classes

Tengku Aizan, H. (2012). Meeting the needs of older malaysians: expansion, diversification & multi-
sector collaboration. Paper presented at International Conference on Population Ageing: Issues
and Challenges, 11 July, Kuala Lumpur.

Thurow, L. (1987). A surge in inequality. Scientific American, 256, 30-37.

World Bank (2014). Malaysia economic monitor December 2014: Towards a middle-class society.
Washington, DC: The World Bank.

Malaysian Journal of Economic Studies Vol. 53 No. 1, 2016 31

Shamsulbahriah-1JUN (proofed).indd 31 @ 02-Jun-16 9:44:58 AM



