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The Malaysian economy has undergone a significant 
transformation in recent decades

▪ Immigrants are a significant share of the labor force, mostly low-
skilled, and frequently undocumented

▪ Immigrants filled shortages of low-skilled workers in agriculture 
and then in manufacturing and services as Malaysians upskilled

Source: LFS and Department of Immigration.
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The 11th Malaysia Plan stresses the 
importance of labor market efficiency

• Shift to higher-skilled jobs

• Enhance labor market operations

• Improve the management of foreign 
workers

The Government recognizes the link between 
migration and economic development but is 
concerned about negative impacts

The 11th Malaysia Plan calls for a 
comprehensive policy to manage 

foreign workers

• Ceiling on foreign workers at 15% of LF

• Revamped levy system 

• Streamlined recruitment system

The government wants to address concerns about the potential negative 
impacts of low-skilled foreign labor on Malaysia’s progress towards 

becoming a high-income, knowledge-based economy



1) Quantifying the impact of foreign workers on employment, 
unemployment, labor force participation, wages, and productivity

2) Assessing the migration system and benchmarking it to international 
comparators

3) Identifying immigration policy reforms and providing technical 
assistance for implementation to help Malaysia meet its objectives

The World Bank has engaged extensively with the 
Government on the following objectives



Key empirical results: Foreign workers contributed 
to Malaysia’s economic transformation

▪ Foreign workers filled labor shortages in low-skilled occupations as 
Malaysians became more educated

▪ Immigrant workers had a small, positive impact on the employment 
and wages of most Malaysians

▪ Small negative impact on wages of unskilled Malaysians
▪ No evidence of a negative impact on productivity
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Diagnosing the challenges facing the immigration 
system



Key policy findings: Weaknesses in the immigration 
system lead to high costs and informality

▪ The current immigration system has all of the necessary 
components of a labor-receiving country, but does not always 
meet the needs of a knowledge-based economy

▪ Undocumented migration is a sign that there are weaknesses

▪ Levy regime is unresponsive to economic needs

▪ Admissions process is lengthy and complex

▪ Agencies have duplicative responsibilities (MOHR and MOHA) 



The World Bank has supported the Government with 
the implementation of proposed reforms

With the support of the World Bank, the Government of Malaysia has:

▪ Developed shortage lists to streamline the admissions process for 
high-skilled workers

▪ Assessed the effectiveness of two existing programs to attract 
high-skilled individuals to Malaysia and assisted with reforms to 
improve effectiveness

▪ Del Carpio et al. (2016) demonstrated the effectiveness of a 
diaspora engagement and return program

▪ Considered a revised methodology for determining levies and 
dependency ceilings proposed by the World Bank team



The Critical Occupations List

The World Bank has worked with 
TalentCorp in Malaysia to develop 
the Critical Occupations List

▪ Identifies occupations that are in high 
demand that can be filled with high-
skilled labor from abroad

▪ Rigorous quantitative approach
▪ In-depth consultations
▪ New sources of labor market 

information (online job portals)

▪ Currently used to give priority to 
applicants for immigration programs
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