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Social contract in Malaysia’s historical context
The New Economic Policy was conceived with two aims in mind – eradicating poverty irrespective 
of race and restructuring society by eliminating the identification of race with economic function.

Our Development Plan is

national in character, national

in intent and in scope.

We carry out development in

accordance with priorities

because it is our intention first

and foremost to give all our

people of all races wherever

they live the basic amenities of

life and to raise their standard

of living so that they can live

as decent, civilized human

beings.”

Tun Abdul Razak Hussein
Second Prime Minister of Malaysia, 1970-76
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Source: DOS (n.d.) and EPU (n.d.)
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3

I. Sabri

2021

Covid-19 

and recovery

Transformations over the years
Policies evolved to meet new challenges and changing environment

13 May 

unrest
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Economic development improved wellbeing of the 
people

..in both economic and non-material well-being from health to education and access to amenities.

MEAN HOUSEHOLD INCOME (REAL) ABSOLUTE POVERTY RATE TOTAL LIFE EXPECTANCY

Gross secondary school enrolment 

(per population age group)

Use of at least basic sanitation 

services (% population)

1960:

60 

years

2019:

76 

years

2000:

96.8%

2018:

99.6%

1970:

RM

1,373

2019:

RM

7,901

1970:

39.2%

2019:

83.8%

1970:

49.3%

2019:

5.6%

Notes: Data based on earliest and 

latest available year

Source: DOS (n.d.) World Bank (n.d.)
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Pressures on the social contract

• Changing role of women

• Low mortality & longer life 

expectancy

• Low fertility rate

• Population ageing

• Urbanisation & 

Globalisation

• Technology & innovation

• Climate change

Changing family structure 

and demographic shift

External challenges 

and changing 

environment

Prospect of upward

social mobility?

• Slower pace of growth

• Inequality

• Societal challenges and 

changing expectations

Enabling opportunity for all and social mobility as part of social contract
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Covid-19 exposed vulnerabilities and gaps
Stimulus packages were launched to help alleviate the pressure on the economy, labour market and 
health system 
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Social contract for recovery and 
resilience

7



K
h

a
za

n
a

h
R

es
ea

rc
h

 I
n

st
it

u
te

8

“Build back better” by “going back to basics” 
Promises in the provision of fundamental protections from cradle to grave. 

ESSA 1969,
SESSA 2017,
WCA 1952

Medical 
care

Death of the 
breadwinner9 Branches 

of Social 

Protection

Sickness

Employment
Injury

Disability/
Invalidity

Old-age

Maternity

Unemployment

Families/
Children

ESSA 1969,
SESSA 2017,

EA 1955,
ESSA 1969,

SESSA 2017

NONE

EA 1955,
EIS 2017

Fees Act 1951

EPFA 1991, 
KWAPA 2007, 
LTATA 1973, 
PA 1980

ESSA 1969,
SESSA 2017

EA 1955 

EA 1955 = Employment Act 1955

EIS 2017 = Employment Insurance System 2017

ESSA 1969 = Employees’ Social Security Act 1969

SESSA 2017 = Self Employment Social Security Act 2017

WCA 1952 = Workers Compensation Act 1952

EPFA 1991 = Employees Provident Fund Act 1991 

KWAPA 2007 = Kumpulan Wang Persaraan Act 2007

LTATA 1973 = Lembaga Tabung Angkatan Tentera Act 1973

PA 1980 = Pension Act 1980

Core risks as guided by ILO C102 (1952), R202 (2012)

LIFECYCLE RISKS

Childhood risk

Unemployment, maternity, 

work injury/invalidity, 

sickness, death of 

breadwinner

Old-age risk

Disability               

Medical 

care
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Universal provision of social security and services
Addressing the ‘missing middle’ requires a shift from charity to dignity, and from the poor relief 
model to a universal social security model

Note: Only key schemes are shown. Values are only illustrative. 

Source: KRI illustration. See KRI (2021) – Building Resilience.
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Poorer Richer

Bantuan

Kanak-kanak

Child-

related tax 

reliefs

Bantuan

Prihatin Rakyat

Bantuan

Warga Emas

Private 

retirement 

scheme

EPF

Civil service 

pension,

LTAT

Bantuan

Prihatin Rakyat

Select 

occupations 

assistance

Informal/poorer Formal/richer Informal/poorer Formal/richer

The ‘missing

middle’

The ‘missing

middle’

The ‘missing

middle’

Childhood Working age Old age

Voluntary 

scheme for 

self-employed

Mandatory social 

insurance, ex-

gratia, LTAT, 

employers’ 

liability (e.g. paid 

maternity leave)

Population coverage and adequacy of social protection in Malaysia

http://krinstitute.org/Publications-@-Building_Resilience-;_Towards_Inclusive_Social_Protection_in_Malaysia.aspx
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Social 
protection as
an investment

Malaysia’s spending on 
social protection remains
low and declining. 

Transformative and 
universal social protection 
has a role in building trust 
in government. 

Shifting from low-cost 
poverty targeted system to 
higher cost but effective 
ones will lead stronger 
social contract
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INDIVIDUALS

EMPLOYERS/ 

PRIVATE SECTOR
GOVERNMENT

11

Solidarity, trust and virtuous circle of strong social 
contract

Virtuous 

cycle of a 

universal

system

Cognisant of society’s interdependencies, social contract will continue to evolve but it should 
work towards strengthening the solidarity between individuals, community, employers/private 
sector and the state.

Good quality 

universal public 

services

Greater trust 

in government

Stronger 

social contract

Greater 

willingness to 

pay taxes

Higher 

government 

revenue

Source: KRI’s illustration Source: Development Pathways

Tripartite stakeholders in social protection investment
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Social policy must be designed not only residually, to 
cater for social casualties, but also integrated as a 
central component of policies, to ensure the 
wherewithal for their sustainability. 

More specifically, social policy must not confine 
itself to only the ‘social inclusion’ part but must also 
directly address the issues of economic development 
and the consolidation of the democratic order.

Thandika Mkandawire

12
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Follow us:

@KRInstitute

@KRInstitute or 

www.facebook.com/KRInstitute/

Khazanah Research Institute

@krinstitute

http://www.facebook.com/KRInstitute/
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Thank you
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