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Abstract

Malaysia made a transition to "labour-shortage economy" in the process of
sustained economic development from the 1970s onward. The labour shortage had
already become serious in the 1970s, first in the agricultura sector, especially in the
rural plantation sector, and then in the construction sector. In the latter half of the
1980s, a labour shortage also occurred in the manufacturing and certain service sectors.
Foreign workers who come from Indonesia, the Philippines, Thailand and others not
only legally but also illegally have covered labour shortage in these sectors.

The number of foreign workers in Malaysia as a whole had already reached
approximately 500,000 by 1984. The number of unskilled and semi-skilled foreign
workers increased further after their employment was permitted in the manufacturing
sector in 1991. Recent official statistics state that there are at least 1.7 million foreign
workers in the country, counting about 1 million unregistered workers. This figure
accounts for 20% of the total number of employed personsin Malaysia.  In any event,
there is no doubt that Malaysia is one of the countries with a large foreign labour
population and that her economy is highly dependent on foreign workers. An apparent
tendency of Malaysian citizens to avoid low-wage, unskilled occupations that emerged
with improvement of the living standard has become another background factor aside
from the labour shortage, which is making the country's economy dependent on foreign
labour.

The government stressed the transition to a knowledge-based economy and
lowering its dependence on foreign workers in the long term, while permitting
employment of foreign workers under certain management conditions to cope with the



severe labour shortage. The purpose of the foreign labour management policy lies in
preventing excessive reliance on "cheap labour"” that foreign workers offer while serving
as a measure for adjusting the labour market in response to economic trends. The
management policy has been frequently changing the content of work permits,
occupation/industry regulations and nationality regulations. Underlying that, however,
are considerations catering to socio-economic trends. The specia circumstances in
Malaysia of having to attract foreign capital to support economic growth, in addition to
the sensitive ethnic balance within the country among Malays, Chinese and Indians, are
complicating the management of foreign workers.

Regulation of foreign workers based on the government's expectations will
bring about an increase in illegal employment and have a strong negative impact on the
society, resulting in higher costs for controlling the regulation. In reality, it is also
essential to secure cheap labour for plantation and labour-intensive industries in the
short-to-medium term as they support the sectors that earn foreign currency for
Maaysia. Taking these mattersinto consideration, further efforts are required from the
Malaysian Government toward development of human resources that support the
transition to knowledge-based economy and improvement of labour productivity as well
as atransparent public policy on foreign workers and its administrative capacity.
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