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1. Introduction

During the long-term economic stagnation that began in the 1990s, Japan’
economic environment changed substantially, with development of tertiary
industries, the intensification of the international competition, and advances in
information technology. With these fundamental shifts in the socioeconomic
background, work and working life in Japan has undergone significant changes,
especially in terms of the growth of non-standard forms of employment and rising
income inequalities.

There are several reasons for the increases in the number of non-regular
employees. One of the demand-side factors is that the economic recession exerted
downward pressures onto Japanese firms to reduce costs. Another factor is that
firms had begun seeking greater flexibility in employment because they become
aware of the fluctuations in the product market and the severe competitions in both
domestic and international market.

The supply-side explanations for the casualisation in the Japanese labour market
stress that increased female labour market participation rates led to increases in

female non-regular employment. It has been pointed out that in Japan; married

2) LIFLIE T3 &) EilanTwid, BEREORESORLEAOHALT, B, SAMEHIHM
L
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women with young children tend to seek non-regular jobs as it is difficult for them to
work as full-time regular employees.

It is possible that the composite effects of both the demand and supply side
factors have caused the growth of non-standard forms of employment (or
casualisation) in the Japanese labour market. While the reasons for casualisation are
diverse, the results of this phenomenon seem to be simple; growth in low wage jobs
decreases in household incomes, and income inequalities among working people.
However, an investigation employing panel data reveals that the expansion of the
non-regular workforce had more diverse aspects than what is has usually been
believed. First, in the recession period, not only was there an increase in the
proportion of non-regular employees to total employment, but also a fall in the degree
of labour mobility from non-regular to regular jobs. Second, the wage incomes of
non-regular employees did not uniformly deteriorate in the recession period; the
earnings of non-regular employees in the older respondent group had not been so
seriously affected by the recession as compared to those of younger respondents.
The wage incomes for the latter underwent a substantial decline in the five-year
period after the banking and financial crisis.

The following sections will be devoted to the panel data analysis with a focus on
the changes in employment statuses and wage incomes of non-regular employees in
period of the economic downturn period. Section 2 describes the characteristics of
the data used in our research and section 3 provides the definitions for part-time
employees in Japan which differ from that in Australia. Section 4 is devoted to the
statistical analysis of the wage incomes of part-time workers in the recession period,
and section 5 investigates into the mobility of employment status between regular

and non-regular employees. Section 6 concludes the study.

2. The Data

The data used in this analysis is ‘Japanese Panel Survey of Consumers”” collected
by the Institute for Research on Household Economics, a public corporation approved
by the Prime Minister and established on 18 July 1986 with the Economic Planning

Agency as its governing authority.

3) The author is grateful to the Institute for Research on Household Economics for releasing the

data with a confidential agreement for this study.
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The Japanese Panel Survey of Consumers (JPSC) shares the following features
with the Household Income and Labour Dynamics in Australia (HILDA).

1) Like HILDA, it collects information about economic and subjective well-being,
labour market dynamics and family dynamics.

2) The panel members are followed over time.

On the other hand, the JPSC has the following dissimilarities with HILDA.

1) The respondents are limited to women (Wave 1 respondents were women
aged between 25 to 34 in 1993, where wave refers to the number of years over
which a survey is conducted), although there are some questionnaires focused
on their families’ employment status, incomes, and well-beings.

2) Unlike HILDA, no interviews are conducted. Respondents send answer sheets
to the Research Institute by postal services.

3) Importance is given to surveys on household expenditures.

The evolution of the JPSC survey samples are summarized in the following table".

Wave | Year Cohort A Cohort B Events in Japan

1500 entrants
1 1993 | (Ages between 24
and 34 years)

2 1994 | 1422 respondents
1995 | 1342 respondents
4 1996 | 1298 respondents

500 new entrants
5 1997 | 1255 respondents | (Ages between 24
and 27 years)

Financial crisis due to bad
loan problem

Unemployment rate reached
4.3%

Unemployment rate reached
5.0%

6 1998 | 1196 respondents | 442 respondents

7 1999 | 1137 respondents | 412 respondents

8 2000 | 1102 respondents | 386 respondents

Structural reforms by PM

9 2001 | 1059 respondents | 344 respondents . .
Koizumi

10 2002 | 1032 respondents | 323 respondents

4) Wave 11 includes 836 new entrants (Cohort C). However, they are not considered in this

paper.
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The employment status for the JPSC respondents from Wave 1 through Wave 10 is

as follows.

Regular employees 26.6%
Part-time employees 18.9%
Self-employed 7.4%
Temporary workers or other non-standard workers 2.2%
Unemployed 1.5%
Not Working 43.4%

The proportion of part-time employees to the total employment grew from 26.3% to
46.6% from Wave 1 to Wave 10. Reasons for this are mixed; part-time jobs are
increasing all over Japan. Moreover, a large proportion of respondents moved from

regular to part-time jobs after child births.

3. Part-time employees in the Japanese Panel Study of Consumers

3.1 Definitions

In Japan, there are mainly three definitions of part-time employees.

1) First, in the Labour Force Survey conducted by the Ministry of Internal
Affairs and Communications defines part-time workers are defined as those
working less than 35 hours a week.

2) Secondly, part-time employees are defined as all employees considered part-
time employees in Employment Status Survey by the Ministry of Internal
Affairs and Communications.

3) Third, the Survey of Employment Diversification by the Ministry of Health,
Labour and Welfare” defines part-time employees as those working fewer hours
per day or fewer days a week than regular employees.

The definition of part-time employees in the JPSC is the same as that in the
Employment Status Survey. In other words, part-time employees are those
employees for whom in a particular workplace, the wage tables applied are quite
different from those for regular employees.

In the JPSC, apart from regular employees and part-time employees, dispatched

employees (temps) and others are identified. However, temps and other types of

employees are excluded from the following analysis.

5) Definitions of the Japanese part-time workers are best described in Rebick (2005).
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3.2 Part-time employees in Japan

In Japanese enterprises, the ports-of-entry for part-time employees are different
from those for regular employees. Usually, regular employees are selected from
among new graduates who are implicitly assumed to be in the office for years.
Newly hired regular employees undergo a series of on-the-job training (OJT) in their
workplaces to gain a wide range of skills (Koike and Inoki (2003)).

Unlike regular employees, part-time employees receive only limited formal
training, as they are not expected to climb job ladders within the internal labour
markets. Their careers reach a dead-end.

Doeringer and Piore (1971) presented a hypothetical model in which the labour
market was divided into two parts, a primary market characterized by high wages,
good working conditions, employment stability, and possibility of advancement and
secondary market which tend to have low wages, poor working conditions, high
turnover rates, and little chances of advancement. In Japan, this model seems to be
useful in understanding the coexistence of regular and part-time employees’ labour

markets.

3.3 Part-time employees in Japan and casual employees in Australia

Classifying the JPSC-defined part-time employees according to entitlements for
paid leave and hours of work per week reveals that the characteristics of the part-
time employees are closer to those of Australian casual employees than to the
Australian part-time employees. Among the 2934 female samples in the merged data
from Wavel through Wave 10 who identified themselves as part-timer employees,

13.5% worked more than 35 hours a week with paid leave,

17.9% worked more than 35 hours a week without paid leave,

19.3% worked less than 35 hours a week with paid leave, and

49.4% worked less than 35 hours a week without paid leave.
Thus, according to the Australian Bureau of Statistics (ABS) definition, about half of

the part-time employees in Japan are part-time casual employees.

4. Previous analyses based on the JPSC

In the long-term period of stagnation following the collapse of the bubble
economy, the proportion of non-standard employees to total employment exhibited

an upward trend and at the same time, wage differentials among households became



Economic Recession and Casualisation of the Japanese Labour Force (& %#¥)

significant. Since then, a number of research papers have been devoted to examine
the effects of stagnation on labour market outcomes and wage distributions.

However, among the research papers based on the JPSC data, there have been
relatively few analyses on the changes in individual employment status in the
recession period as compared with the investigation of the relationship between
female labour force participation and child births”. This is because the rapid decline
of birth rates in the stagnant period attracted the attention of researchers more than
the labour market outcomes. Among the few JPSC analyses that focused on the
relationships between business cycles and female employment status are Higuchi
(2003) and Abe (2006). Higuchi analysed the labour force status of the JPSC
respondents and concluded that of the unmarried regular employees at the age of 25,
the proportion of those who would remain in the labour market as regular employees
at the age of 43 were only 20%. This was explained by the fact that household duties
including child-bearing made it difficult for married women to continue regular
employment and that job-leavers had difficulty re-entering the labour market as
regular employees in the period of stagnation. Abe found that among the married
respondents in the JPSC, Cohort C accounted for a higher proportion of part-time
employees than Cohort B, which in turn accounted for a higher proportion of part-
time employees than Cohort A. Abe compared the annual income distributions of the
respondents and their spouses in the Cohort A, B, and C; the comparison revealed
that the couples in Cohort C in the age bracket of 30 to 35 years had a significantly
lower minimum, median, and maximum wage incomes as compared with Cohort A or
Cohort B couples in the same age bracket. Such income differentials between
different cohorts were brought about by the changes in the labour market in which
the job openings for part-time employees increased and those for regular employees
decreased.

The labour supply behaviour of married women has also been analysed by a
number of researchers including Matuura and Shigeno (2003) (in Japanese). They

found that in Japan, the limited supply of childcare services such as nurseries caused

6) Some have pointed out that it was difficult for married women to work as regular employees
and that female regular employees tend to have fewer children than part-time employees and
others led to the conclusion that for married women in Japan, the insufficient supply of childcare
services hindered married women from simultaneously working as regular employees and from

bringing up children.
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a number of married women to involuntary become part-time employees.

5. Annual wage income distributions for part-time employees

Figure 1 shows the kernel density for the 2,798 merged samples from Wave 1
through Wave 10, the hourly wage rates for the part-time employees in Japan peaked
at around 9 AUD as shown in Figure 1. The annual income distribution for part-
time employees is entirely different from that for regular employees as shown in

Figure 2.

6. Wage functions for part-time employees

In this section, part-time employees’ wage incomes and the effects of the economic
recession will be statistically analysed.

The previous analyses pointed out that the recession led to decreases in
household incomes, particularly for the younger generation.

The younger generation of workers was faced with the economic recession soon

after re-entering the business world. Thus, on the surface, it appears that the

aud_hour

Figure 1 Kernel density function for hourly wages received by part-time
employees
Source: Japanese Panel Survey of Consumers, From Wavel through Wave 10
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Figure 2 Annual wage incomes received by female regular and part-time
employees

Source: Japanese Panel Survey of Consumers, From Wave 1 through Wave 10

Note: Outliers exceeding mean + 3" (standard deviation) are excluded.

younger generation was more affected by the recession than the older generation.
However, it is unclear whether generation itself had significant negative influences
on wage incomes. This section attempts, to separate the generation effects from the
recession effects on the basis of a simple regression model.

The wage function to be estimated is presented in the following random effect
generalized least squares model”. Alphabets 1 and ‘t' denote individual IDs and
waves, respectively.

(1) W.,=a+ bX,+ ¢,

2) e@=a+ v,

where E(,)=0, E@°) =V, =4
E(uw,) = Cov(v, v,) =0 fori#j t#s

The explanatory variables that constitute vector Xit are as follows (The
descriptive statistics for these variables are provided in the Appendix).

Tenure” (in years)

Dummy variables for education (reference group: those with senior high school

diplomas or lower)

7 ) Statistical tests support the validity of the random-effect generalized least squares method.

8) Tenure in this case means years of service within the same establishment.
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Vocational school dummy (1 if the respondent’s final education was acquired
from a vocational school 0 otherwise)

Junior college dummy (1 if the respondent has a junior college diploma 0
otherwise)

Technical college dummy (1 if the respondent’s final education was acquired
from a technical college 0 otherwise)

Bachelor of Arts dummy (1 if the respondent has a BA or MA)

Dummy variables for years (reference year: the period from 1993 through 1997).
Year 1998 dummy, Year 1999 dummy, Year 2000 dummy, Year 2001 dummy,
and Year 2002 dummy

The estimated wage incomes functions are provided in Table 2-1.

Table 2-1  Annual wage incomes for part-time employees in Cohort A and Cohort B
Dependent variable: annual wage income (in AUD”)

Cohort A Cohort B
Estimated z-value P>zl | Estimated z-value P>zl
Tenure (in years) 341.630 4.56 0.0000 806.790 3.43  0.001
Education (reference:
Senior high school or less)
Vocational school -1336.076 —0.86 0.3870 2627 .424 0.94 0.347
Junior college -126.235 —-0.07 0.9440 2123.600 0.63 0.528
Technical college 2062 .654 1.18 0.2360 5463 .064 1.85 0.065
BA or more 8149.683 3.56  0.0000 6958.957 2.20 0.028
Year (reference: 1993-1997)
Year 1998 700.506 1.47 0.1420 | —1689.584 —1.85 0.065
Year 1999 931.892 1.92 0.0550 | —1815.628 —1.80 0.071
Year 2000 1087.650 2.21 0.0270 | —964.291 -0.87 0.387
Year 2001 1155.281 2.19 0.0290 | —2693.236 —2.37 0.018
Year 2002 1253.876 2.38 0.0170 | —1198.541 -0.97 0.334
Constant 9733.004 6.79 0.0000 9658 .467 3.69 0.000
Wald & 80.860 24.610
Sample 1081 287

Note: The Random-effects generalized least squares method is applied.
Samples with missing values are excluded.

Table 2 indicates that for part-time employees in Cohort A (aged between 25 and
34 years in 1993), tenure, BA, and the year 2000 dummy, year 2001 and year 2002

dummy had significant positive effects on annual wage incomes. On the other hand,

9) In this paper, 1 AUD is converted into 100 yen based on the Tokyo Market Exchange Rate of
June 2007.
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vocational school dummy, junior high dummy, technical college dummy, Year 1998
dummy exhibited no effects on wage incomes for them. The result that annual wage
incomes for part-time employees in Cohort A had a slight increase during the
downturn period could be worth mentioning.

Table 2, on the other hand, reports that for part-time employees in Cohort B
(aged from 24 to 27 in 1997), tenure, technical college dummy and BA had
significant positive effects on wage incomes. On the other hand, the year 1998, year
2001 and year 1999 dummy variables had significant negative effects on their wage
incomes. It is possible that the equilibrium wages for young employees in Cohort B
decreased in the deteriorating labour market conditions after the banking and
financial crisis.

However, it is not appropriate to rush to the conclusion that generation (or year
of birth) itself had any influences on the wage distributions. If we add ‘year of birth’

Table 2-2 Annual wage incomes for ‘part-time’ employees

(Cohort A and B combined) Dependent variable:
annual wage income (in AUD")

Estimated z-value P>zl
Tenure (in years) 435.910 6.06 0.000
Year of birth 352.856 4.25 0.000
Education (reference:
Senior high school or less)
Vocational school -106.915 -0.08 0.936
Junior college 478.638 0.31 0.760
Technical college 2907.136 1.98 0.048
BA or higher 6445.336 3.67 0.000
Year (reference: 1993-1997)
Year 1998 101.893 0.24 0.809
Year 1999 340.936 0.78 0.436
Year 2000 676.601 1.49 0.135
Year 2001 323.780 0.68 0.499
Year 2002 741.251 1.52 0.129
Constant 3954.536 2.18 0.003
Wald 110.80
o, 7452.416
Sample 1368

Note: The random-effects generalised least squares method is applied.
Samples with missing values are excluded.

10) In this paper, 1 AUD is converted into 100 yen on the basis of the Tokyo Market Exchange
Rate in June 2007.



MILRET V7 - KFEfsEL v ¥ —# %3%

into the explanatory variables in equation (1), then the regression outcomes are as
shown in Table 2-2.

Table 2-2 demonstrates that year of birth itself had positive instead of negative
effects on wage incomes. In other words, part-time employees in the younger
generation tend to have higher wages than their older counterparts, other factors
being equal. To sum up Tables 2-1 and 2-2, the younger generation experienced the
declining tendency of wage incomes that was not true for the older generation,
although the average wages in absolute values were higher for the former than for
the latter.

Technical college diplomas and BAs had significant positive effects on wage
incomes for part-time employees, while miscellaneous vocational schools and junior

colleges did not.

7. Transitions from part-time to regular employment

Whether or not the casualisation in the Japanese labour market is a problem to be
solved depends on the mobility between regular and non-regular employment status.
This section is devoted to check if there was a possibility of upward mobility for part-
time employees in the recession period.

Table 3 compares the transitions in employment status among the respondents
for the two periods—from 1993-1998 and 1997-2002.

From Table 3, we observe the following.

1) The probability of part-time employees becoming regular employees was

lower in the period from 1997 to 2002 than in the period 1993-1998.

2) The probability of part-time employees being out of the labour force in five
years was, on the other hand, higher in the period from 1997-2002 than in the
period 1993-1998.

3) For those out of the labour force, it had gradually become difficult to find
regular jobs from 1993 through 2002.

4) The transition from part-time employment to regular employment was
observed in 2% of the total number of respondents in each of the two five-year
periods—from 1993 to 1998 and from 1997 to 2002. In other words, the incidence
of upward mobility from part-time to regular employees is rare as compared

with complete mobility in terms of employment status.
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Table 3 Five-year mobility in employment status

wave 1/wave 6 wave 5/wave 10

previou current sample | proportion to 1356 respondents | sample | proportion to 1068 respondents
regular regular 279 0.2058 225 0.2107
‘part-time’ 40 0.0295 29 0.0272

other types 9 0.0066 3 0.0028

self-employed 11 0.0081 11 0.0103

not working 85 0.0627 71 0.0665

NA 0 0.0000 1 0.0009

‘part-time’ regular 33 0.0243 20 0.0187
‘part-time’ 164 0.1209 104 0.0974

other types 8 0.0059 4 0.0037

self-employed 13 0.0096 8 0.0075

not working 53 0.0391 50 0.0468

NA 3 0.0022 1 0.0009

other types regular 11 0.0081 4 0.0037
‘part-time’ 9 0.0066 5 0.0047

other types 8 0.0059 7 0.0066

self-employed 0 0.0000 2 0.0019

not working 8 0.0059 5 0.0047

NA 1 0.0007 1 0.0009

self-employed | regular 6 0.0044 3 0.0028
‘part-time’ 6 0.0044 6 0.0056

other types 2 0.0015 0 0.0000

self-employed 58 0.0428 44 0.0412

not working 5 0.0037 13 0.0122

NA 9 0.0066 0 0.0000

Not working | regular 23 0.0170 15 0.0140
‘part-time’ 131 0.0966 123 0.1152

other types 15 0.0111 9 0.0084

self-employed 17 0.0125 13 0.0122

not working 330 0.2434 279 0.2612

NA 19 0.0140 12 0.0112

Total 1356 1.0000 1068 1.0000

Note: Samples with missing values with respect to employment status and non-responding samples are
excluded
Source: Japanese Panel Study on Consumers, Combined Wave 1 and Wave 6 and Combined Wave 5 and
Wave 10



MILRET V7 - KFEfsEL v ¥ —# %3%

8. Employment policies and their effects on the five-year mobility in
employment status

This paper analysed changes in employment status and wage incomes for part-
time employees in the recessionary period in Japan. The regression analysis
revealed that part-time employees in younger cohorts had higher wages but had
been more severely affected by the recession than were older cohorts. The reason
why younger ‘part-time’ employees were vulnerable to market wage reductions is a
topic for further research.

The fact that respondents with technical college diplomas have higher wages
than senior high school graduates suggests that it is worthwhile to support part-time
employees who are studying at technical colleges while working

The probabilities of part-time employees finding regular jobs were found to be
limited. However, the possibility was not nil even in the recession period. Another

topic for further research is to find the factors that promote the transition from part-

Appendix Descriptive statistics for the variables used in
the regression

Cohort A | Cohort B
Annual income (in AUD) 11172.9 13282.93
Tenure (in years) 2.9 2.1
Education
Senior high school or less 0.086 0.085
Vocational school 0.586 0.456
Junior high 0.123 0.115
Technical college 0.162 0.222
BA or higher 0.043 0.122
Year
Year 1993-1997 0.472 0.253
Year 1998 0.098 0.192
Year 1999 0.103 0.161
Year 2000 0.110 0.129
Year 2001 0.100 0.136
Year 2002 0.117 0.129
Sample 1081 287

Samples with missing values are excluded.
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time to regular employment.
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Malaysia at 50: Looking Back and Looking Forward™

Omar Farouk
Hiroshima City University

1. Introduction.

Malaysia celebrated its 50" Anniversary of independence on 31 August, 2007
with great fanfare and ceremony. Fifty years may be short in the life of a nation but
for Malaysia it seems to be a reasonably long time. The rapid pace of development
that the country has gone through during the last half a century seems to belie its
chronological age. Many other developing countries which became independent
around the same time as Malaysia like Sudan (1956), Nigeria (1960), Kenya (1963)
or Algeria (1962) or even earlier, like Burma (1948), Pakistan (1947), Sri Lanka
(1947) or Indonesia (1945) still appear to be struggling to reach a level of
respectability that Malaysia seems to have already acquired especially in the field of
economic, political and social development. Malaysia’s economic transformation in
the last five decades from the status of a mainly poor, agricultural and
underdeveloped country which was dependent almost wholly on the production and
export of raw materials, to one that has grown to become one of the most dynamic
economies in the developing world is now readily and widely acknowledged.

Malaysia’s ability to maintain its political stability and sustain its parliamentary
democracy while creatively undertaking a massive socio-economic engineering
exercise has also been remarkable by any standard. Malaysia seems to have
matured as a nation much faster than it has taken many others in its category.
There is another reason which makes Malaysia’s last fifty years appear much more
meaningful and fulfilling especially when compared to others and that is its
uniqueness as a nation. Often this fact seems to be little appreciated or even
conveniently ignored. In this sense it is a nation with characteristics that are often
not associated with a normal nation and yet it has been able to consistently
demonstrate its viability through a sustained period of inter-ethnic harmony and
political stability. Nevertheless, Malaysia’s experiment in nation-building, has not
been without problems. Malaysia's relative ‘success’ has its costs too. This paper is a

modest attempt to review Malaysia's performance as a new nation in the last fifty
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years and to identify the challenges that it is likely to countenance in the next phase
of its existence. There are three basic objectives of the paper. The first is to identify
and highlight the transformation of Malaysia as a nation. The second is to examine
critically the costs and implications of that transformation. The third and final
objective of the paper is to identify the emerging fault-lines and hurdles that are
likely to constitute the biggest challenges to the nation as it moves into the next stage

of its evolution.

2. The Transformation of Malaysia.

In order to be able to appreciate how Malaysia has really changed we need to look
at what it was like fifty years ago and compare it with the situation today. We can do
this in two ways. First we can try to selectively look at the basic features of the
country then and now. Then we can examine some of the observations and analyses
that have been made on the different situations that the country has gone through.

To begin with, there was no Federation of Malaysia in 1957 but only the
Federation of Malaya which was made up of 11 states. Malaysia was only formed in
1963 when Singapore, Sarawak and Sabah were added to the Federation of Malaya.
Strictly speaking, Malaysia was formed on 16 September, 1963 and not 31 August,
which is currently used as the official date of the independence anniversary.
Singapore’s association with Malaysia was short-lived when it was booted out of the
Federation in 1965 to become an independent country. The Federation of Malaysia
today comprises 13 states and three Federal territories. The population of Malaya in
1957 was around 7 million which swelled to almost 10 million in 1963 when the
federation was enlarged but shrank again with the departure of Singapore. The
estimated population of Malaysia in 2007 was more than 27 million people, which is
almost four times more than that at the time of independence fifty years ago. It is
also significant to note that over 85 percent of Malaysia’s population today is born
after independence in 1957. In terms of ethnic composition, although the Malays only
made up slightly more than half of the Malayan population in 1957 today they
constitute over 60 percent. In 1957, the Malays were essentially a rural people, while
the Chinese dominated the urban centres of the country or lived in nearby New
Villages especially in the West coast of the Malay peninsula while the Indians were
mainly concentrated in the estates. Today as a result of planned policies more than

half of all Malaysians live in urban areas and the Malays have become much more
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visible in towns and cities. The rate of urbanization in Malaysia outperforms every
other country in Southeast Asia except Singapore which is basically a city-state.

In 1957 poverty and illiteracy were widespread. More than half of the population
lived below the poverty line at the time of independence but today only about 5.7 per
cent is classified as absolutely poor. Education was essentially a colonial legacy,
elitist and tended to favour people from the urban areas. There was not a single
university in Malaya at the time of independence and the country’s first university,
the University of Malaya, was still based in Singapore then. It was only two years
later that a branch campus was established in Kuala Lumpur which soon evolved to
become a full-fledged university in 1962. Until the late 1960s the Malays were a
marginal group in the nation’s only university whether as students or faculty
members. Today the Malays dominate the teaching positions in all the 20 public
universities that have been established. Every state in Malaysia now has at least one
university. The Malay student population at all these institutions has also increased
greatly as more higher educational opportunities were created. At the time of
independence tertiary private education was almost non-existent but today there are
more than 600 private colleges and universities. In 1980 only 3 per cent of
Malaysians had access to tertiary education but by 2005 this figure had grown to 30
per cent for the relevant age cohort. [Mohd Najib: 7-8] Today about 700,000
Malaysians attend private and public institutions of learning. [Mustapha: 34] In 1957
only a handful of Malayans had been educated abroad but fifty years later a few
hundred thousand Malaysians have already graduated from foreign universities
spread across many continents and countries. The primary emphasis of the national
educational goal in the early years of independence as outlined in the Razak Report of
1956 had been to develop an educational system which would help forge a new
Malayan national identity without undermining the prevailing status of vernacular
education then. The Rahman Talib Report of 1960 emphasized the need to cultivate
national identity through the national education system with the Malay language
assuming the definitive role but without disregarding the rights of the other
communities to vernacular education. [Rosnani: 43] The emphasis in the First
Development Plan which was introduced in 1955, was to build more schools and train
more teachers extend the basic educational amenities to a wider population.
Malaysia's Ninth Development Plan, (2006-2010) now aspires to enhance the quality
of the country’s tertiary education to be of international standing by benchmarking

them against international standards. Malaysia has also declared its intention to
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become an attractive educational hub for the region and the world. Over the last
decade or so alone we have seen Malaysian education going through the processes of
nationalization, privatization and internationalization in an unprecedented way.

Economically, the real gross domestic product (GDP) of Malaysia grew by an
average of 6.5 per cent per annum between 1957 to 2005.. [NVinth: 3] This constitutes
one of the highest growth rates achieved by any sovereign nation of Malaysia’s size.
The per capita income of the people has also grown significantly since independence.
At the time of independence it was a meager figure but in 2007 it was estimated to be
around US$12,800. There were not many good roads at the time of independence
and although there were railway lines, these were simply one-tracked. Today
Malaysia boasts a network of highways which are comparable to those in the
developed countries and has started the modernization of its railway services which
includes double-tracking. If modern architecture is considered an expression of
modernity, then the contemporary architectural landscape in Malaysia, especially in
Kuala Lumpur, symbolized by the Petronas Twin Towers which were known, at
least for a period of time, as the world's tallest buildings, the new International
Airport at Sepang, the new administrative capital at Putrajaya, the Blue Mosque in
Shah Alam, the Putrajaya Mosque, the Kuala Lumpur Tower, just to mention a few,
all contribute to project Malaysia as a modern and developed country.

There have also been major advances in health, infrastructure, communication
and industry. Malaysians now live longer and healthier and seem to enjoy a higher
quality of life. Today about 97 percent of the entire population has access to primary
health care. Perhaps one of the most important changes that has occurred in
Malaysia is that 50 years ago when independence was achieved, emergency rule was
in place and there was an on-going communist rebellion. British and Commonwealth
forces especially from Australia still constituted the core of the nation’s defense
establishment. The emergency ended in 1960 and Malaysia was able to enjoy an
almost uninterrupted period of peace and political stability after that. The first
general election was held in 1955 in Malaya, two years before independence and since
then eleven other general elections have been held according to the provisions of the
constitution, the latest being in 2008. Thus, parliamentary democracy has been the
bedrock of the Malaysian political system and every Malaysian government from the
very beginning has been democratically elected and constituted.

Malaysia’s parliamentary democracy has demonstrated its viability, longevity and

sustainability in a way that can hardly be matched by any other country in Southeast
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Asia and those of the developing world. According to Andrew Harding and H. P.
Lee, Malaysia has enjoyed three times more constitutional stability than the average
nation-state since “a recent comparative study of written constitutions concludes
that the average life of a written constitution world-wide since 1789, is about 16
years, or 19 years in Asia.” [Andrew and Lee: 292] The consolidation of the political
party system and the smooth and peaceful leadership transitions that have taken
place in Malaysia have helped create a stable and predictable political climate.
Malaysia is also a federal state which means that its structure in itself helps facilitate
the sharing of political power between the state and federal governments. The
federal structure of the country with its practical power-sharing mechanisms in place
at various levels has also played a role in ensuring Malaysia’s viability as a new
constitutional democracy. Although conditions are still imperfect there seems to be
space for all Malaysians to aggregate and articulate their grievances, hopes and fears.
It might be useful at this juncture to examine how Malaysia’s first five decades have
been evaluated by some of its own leading citizens.

Writing a few years before Malaysia celebrated its 50" Independence
Anniversary, Dr. M. K. Rajakumar, the former leader of the Labour Party and a
highly respected NGO activist, offers this frank observation about Malaysia:
“Malaysians share a wonder and gratitude that this is their country: a green land of
breathtaking vistas, not subject to typhoons or earthquakes, without volcanoes, or
deserts. We are rich in natural resources, and richer still in talented people. No
great mountains and no great rivers, but we do have the greatest cuisine in the
world. Our region has centuries of history as the home of trading nations. Malacca is
the original free market of the world, where traders from many nations came to buy
and sell.” [Rajakumar: 143-144]

He goes on to remark that “Malaysia’s strength is its cultural diversity, our
common inheritances that give this country its distinctive character. We are a nation
of nations and we are discovering our shared destiny as one people. Our people
bring complementary talents to the tasks of growing up together as a nation.”
[Rajakumar: 144]

He concedes that Malaysia has made astonishing economic progress and can look
forward to enjoying a higher quality of life in future. But he also stresses that it is the
common humanity that binds Malaysians together as a people that is remarkable,
noting that “If your car breaks down anywhere in this country even in the most

remote parts, irrespective of your ethnicity, you may confidently go to the nearest
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home and be certain of receiving help and hospitality.” [Rajakumar: 145] In addition
to this he observes that “in the midst of an economic recession and unprecedented
political conflict, it is still possible for a prime minister of Malaysia to hold open house,
to greet thousands of visitors to the home. This is universally our custom, that on
festive days, anyone can walk in unannounced to any home, and will be made to feel
welcome.” [Rajakumar: 145]

Abdullah Ahmad Badawi, the current Prime Minister of Malaysia has given an
upbeat summary of Malaysia's accomplishments pointing out that the country has
managed to tackle the threat of backwardness, poverty and illiteracy and even the
United Nations has acknowledged it as “the most successful nation in the world in
the area of poverty eradication.” He adds that: “We have managed to transform our
economy from one that was overly reliant on commodities to one that has made
Malaysia a centre for low-cost manufacturing, and we are now well on our way to
becoming a knowledge based economy by services and high value added activities.
Our infrastructure compares with the best in the world. We have a broad band of
middle class professionals who have contributed and continue to contribute to the
development of our country — a testament to our education system and our
investment in human capital development. Malaysian companies are beginning to
spread their wings and leave their imprint on the region and beyond.” [Abdulah:
2-3]

His deputy, Mohd. Najib Tun Hj Abdul Razak, echoes his positive sentiment:
“Looking back at the last 50 years, there can be no doubt that Malaysia has done
well. The quality of life has improved: life expectancies have increased. Malaysians
nowadays are better educated. We are enjoying greater wealth than we did a
generation ago. Malaysians have acquired a more global outlook. While many did
not give us much of a chance half a century ago when we gained independence,
Malaysia today has become a shining example of a modern, stable and progressive
nation.” [Mohd Najib: 7]

Chandra Muzaffar, President of the International Movement for a Just World, a
highly-respected scholar and a professor at the Science University of Malaysia in
Penang suggests that the greatest achievement in the last fifty years of Merdeka has
been the ability to maintain a remarkable degree of peace by which he means “a
minimum of communal violence over five decades of Independence and a maximum
of tolerance, compromise and adjustment among the different communities that

constitute the Malaysian nation.” [Chandra: 1] He goes to suggest that “Most other
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multi-ethnic societies, even those that are far less complex than Malaysia, in
demographic, cultural, religious, political and economic terms cannot boast of such a
record.” [Chandra: 1]

He attributes the above achievement to five factors. The first was the social
contract between the Malays and the Chinese and Indians in which the Malay elite in
the 1950s were willing to accommodate a sizeable non-indigenous population into
what was essentially a Malay polity through the conferment of a common citizenship
which guaranteed the Chinese and Indians their economic, political, cultural, social
and religious rights. The Non-Malays reciprocated by acknowledging the special
position of the Malays in addition to accepting the status of Malay as the national and
official language; Islam as the religion of the Federation and the Malay Rulers as the
constitutional heads of the various states in the Federation and the Federation itself.
Second, as a result of the inter-ethnic peace there has been continuous political
stability which is manifested by a peaceful and orderly political succession. Third,
Malaysia has been a “functioning, constitutional state which upholds to a certain
extent the basic principles of democratic, civilian rule.” Fourth, it is the “stupendous
performance in the economic and social spheres” that has made the above possible.
Finally, in conclusion, Chandra gives credit both to “the core within the national
leadership” that has acted with a sense of responsibility and pragmatism in its
approach to nation-building as well as the “pragmatism and good sense, coupled with
a commitment to the ‘middle path’ of the Malaysian people as a whole.” [Chandra;
2-3]

3. The Costs and Implications of the Transformation.

The foregoing description of Malaysia’s accomplishments and underlying reasons
for them is indeed a fair and accurate assessment of the whole transformation
process that it has gone through. The statistics and the facts speak for themselves.
But the drastic changes that have taken place within Malaysia as a result of
government policies coupled with the internal socio-political dynamics within
Malaysian society and the increasing impact of globalization have also not been
without costs. Malaysia is basically a political experiment. It is basically a legal
regime which is shaped and structured by the constitution. It was the Federal
Constitution of Malaysia (Malaya) that had created the structure and political
system of the independent Malayan/Malaysian state but it was up to the
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Malayan/Malaysian leaders and members of the public to make it work. This is
significant because the constitution was seen and accepted as a binding social
contract for all Malayan/Malaysians. The transformation of Malaya/Malaysia should
be seen as a by-product of the experiment in Malaysian nationhood along the lines
prescribed by the Federal Constitution and in the spirit of the social contract. This is
extremely significant because Malaysian society is a plural society and therefore the
experiment in nationhood in Malaysia also means an experiment in diversity
management. How Malaysia manages its diverse ethnic population and helps
reconcile their sometimes conflicting interests constitutes one of the most important
challenges to the Malaysian experiment in nationhood. In its 50-year history major
issues and events have revolved around this theme of how to build a viable nation out
of a population which is diverse and disparate in so many ways. Thus issues such as,
national identity, national culture, national language and education, economic policies
and wealth distribution, religious freedom and political rights and participation have
always been potent issues. The changes that were attempted or brought about by
government policies in the last five decades have been basically in response to the
above problems.

The most comprehensive and pervasive instrument of change which was
introduced to try to deal with the above issues structurally was the New Economic
Policy. The twin-pronged aims of the New Economic Policy were to correct the then
prevailing socio-economic disparities between the various races with a view to
removing ethnic identification with vocation and to eliminate poverty irrespective of
ethnic background. In the implementation of the policy, however, it was the
Bumiputeras or indigenous Malaysians of the Malay stock who were favoured in
practically every way at the expense of the Non-Bumiputeras especially the Chinese.
Hence the NEP came to be identified as the Bumiputera policy. It was within the
20-year time-span of the NEP that the socio-economic and educational empowerment
of the Bumiputeras, principally the Malays, took place on an unprecedented scale.
The thrust of the policy was not just to create new opportunities for the Bumiputeras
in education and job placements but also to increase their stake in the economy of the
country to 30 per cent from what used to be just a few per cent. The NEP expired in
1990 and was succeeded by the National Development Plan which was, in principle,
supposed to be fairer to all the races, but which continued to be regarded just like the
NEP.

There is no doubt that the Bumiputeras, especially the Malays became the



MILRET V7 - KFEfsEL v ¥ —# %3%

principal beneficiaries of the NEP. Most of the goals of the NEP have been met but at
the time of its introduction tens of thousands of Chinese especially those who felt that
they would have no real place in Malaysia and tempted by imagined greener
pastures elsewhere, especially Singapore and Australia, migrated abroad robbing it
of some of its most skilled and educated manpower. There was also an outflow of
Chinese capital again especially to Singapore. Because of the conflicting perceptions
of its role, regardless of what its original motivations were, the NEP era was
accompanied by a rise in inter-ethnic tensions and suspicions. The most visible area
of impact was in the field of education. Schools emerged as new venues for the
resuscitation of ethnic identities and universities and colleges became more visibly
polarized along ethnic lines. There was a proliferation of enrolment in Chinese
schools and Chinese education, which is constitutionally guaranteed, became more
popular among the Chinese. Even national schools which used to be fairly mixed
before began to lose their multi-racial character. The affirmative action policy of the
government to give more places to Bumiputera students in tertiary institutions of
learning was successful in increasing their numbers but the increased enrolment at
these institutions also contributed to polarizing students along ethnic lines in an
unprecedented manner. There was also a massive attempt in sending Bumiputera
students to study abroad from as early as the pre-university level. Throughout the
NEP era the number of government-sponsored students was unprecedented running
into tens of thousands. But again, these students were also denied the prospect of
interacting with Malaysian students of other races in Malaysia. They were in a sense
superficially insulated from the realities back home. Although there was also an
even larger number of Malaysian students of other races abroad, again because of the
bitter feelings of resentment arising out of a perceived sense of being discriminated
against, there was very little or no contact at all with the Bumiputeras while
overseas.

In Malaysia, at the management and teaching staff level, most public universities
became dominated by the Bumiputeras especially the Malays. In 2007 there was not
a single Chinese or Indian Vice-Chancellor in any of the public universities in the
country. This glaring anomaly has reinforced the general perception of the Non-
Malays that they have been unfairly discriminated against.

The mass expansion of education or the provision of educational opportunities for
all the ordinary Malaysians may have enabled a wider range of Malaysians to pursue

their education at whatever level they wish to but has not really helped bring about
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greater integration among the various ethnic groups. In addition to this, it is most
likely that the rapid quantitative expansion of education in Malaysia has been
achieved at the expense of quality. A common complaint often heard these days is
that while many Malaysians may now have certificates, diplomas, degrees and other
paper qualifications their relevance to the needs of the job market or the nation and
even general employability is far from certain.

On another level, as a compromise to the dominance of the Malays in the public
universities the government has supported the establishment of Chinese and other
private universities. The proliferation of private universities and colleges, while on
the one hand helping to provide alternative educational opportunities for many
students, has on the other hand contributed to reinforce the trend of ethnic
polarization further. It is so easy to identify private tertiary institutions in Malaysia
along ethnic lines. Even the so-called internationalization of education in Malaysia,
while appearing successful in attracting an increasing number of foreign students, is
not necessarily a positive contribution to helping either improve the quality of
Malaysian education or facilitating a more global outlook among the local students.

Perhaps more significantly, the unseen costs involved in helping provide the
Bumiputeras with good educational foundations have also been great. The setting up
of boarding schools all over the country to cater to the educational needs of the
Bumiputeras and prepare them for tertiary education, while apparently successful in
terms of numbers as the failure or drop-out rate from these institutions is extremely
low or non-existent, is potentially problematic for having created a whole new
generation of Bumiputeras who, in the most critical years of their adolescence have
been brought up by and at institutions rather than at proper homes under the care of
their own parents. The ramifications for this have yet to be fully felt.

Besides education, the other most important area in which the NEP has had a
great impact is business and entrepreneurship. The government has directly
supported the creation of many public companies and corporations at various levels
which are now almost wholly run by the Malays. A new pool of Malay contractors,
businessmen, entrepreneurs and executives has also been created with direct
government support either through legislation or through government policies. In
order to expand the economic cake for all Malaysians many new infrastructure
projects have been embarked upon. While on the whole this has had a positive
impact on the country in terms of generating more wealth and creating more jobs for

all, the sudden upsurge of business opportunities coupled with the privileged position
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of the Bumiputeras in terms of winning contracts, getting bank loans and
government approval has led to rampant corruption. Its consequences continue to
be felt to this day. Money politics too which feeds corrupt practices has also
threatened to become the norm of Malaysian politics. Abuses of power driven by
greed have also not been uncommon. There has indeed been an incredible amount of
wealth generated by the private sector in Malaysia during the NEP era and beyond
but this wealth has not necessarily been fairly or equitably redistributed. Thus,
while many Bumiputeras have indeed benefited from the wealth that the NEP had
generated, not all Bumiputeras have really gained from this. The scourge of
corruption continues to haunt Malaysians today and this problem constitutes one of
the biggest concerns of the population today.

It was also during and following the NEP era that all kinds of serious social ills
appeared to surface. Among the Malays, drug-abuses, loafing, unruly behaviour as
exemplified by the ‘Mat Rempit’ phenomenon, juvenile delinquency, high divorce
rate, infanticide, rape, (which has gone up by 70% this year alone), and domestic
violence have occurred on a level which was previously unknown. The Indians,
especially the Hindus, who are probably the most disadvantaged and marginalized
group in Malaysia today also suffer from a long list of social ills which include a high
crime rate, alcoholism, poor health, unemployment and domestic violence. The
Indians are the heaviest drinkers in Malaysia which is ranked as the 10" largest
consumer of alcohol in the world with an annual bill of US$500 million. It has also
been reported that almost 30 per cent of all accidents in Malaysia are due to drinking
and driving. Even the Chinese have not been spared from many of the above social
problems including domestic violence and crime.

The environmental problems of Malaysia have never been more acute than the
last two decades largely as a result of rapid or uncontrolled development.
Deforestation and its negative consequences are now a big issue. The pollution of
rivers, inland waters and marine waters has also been serious. The United Nations
reported that the carbon emissions in Malaysia have increased by 221 per cent since
1990 which is the highest growth rate among the world’s top polluters. [Human
Development Report: 69] Pollution is now a major problem in Malaysia especially in
the big cities. With so many vehicles on the road and so much construction work
taking place everywhere it seems inevitable that the air in Malaysia has become
polluted. Flash floods are now much more common than ever before.

One other major by-product of the so-called success of Malaysia that the country
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has developed is the increasing dependence on foreigners. Guest workers now
constitute a significant element of the Malaysian labour force. Foreign labour was
initially engaged in the construction industry in the initial years of the NEP era but
now includes domestic help, factory workers, restaurant staff and skilled labour of all
kinds. As the economy shifts to cater to the service industry Malaysia has also
become dependent on foreign tourists as well as foreign students. Foreign Direct
Investments (FDIs) are seen as critical in order to sustain the economic growth of
the country. Today the Malaysian economy remains dependent on the US, China,

and Japan — as its top export destinations as well as key sources of investment.

4. Emerging Fault-Lines and Hurdles.

The emerging fault-lines and hurdles in Malaysia are too glaring to escape notice.
While outwardly the country seems to have progressed a great deal as manifested by
the changing physical landscape of cities and towns, the physical growth of an
incredible range of educational institutions which ostensibly aspire to respond to the
needs of the people and the emergence of a growing middle class population, in
reality, there are still unresolved fundamental problems which need to be addressed
and overcome. There is ample evidence that racial problems are brewing in
Malaysia. Similarly, there seems to be a growing restlessness among the Non-
Muslims on the perceived invasiveness of Islam. The Muslims, on the other hand,
have begun to feel that there is an unwarranted and unnecessary provocation
towards their religion by the Non-Muslims. The religious fault-lines in Malaysia are
emerging at an alarming rate.

Chandra Muzaffar thinks that the most formidable challenge that awaits Malaysia
is forging a durable interethnic unity arguing that “Only when the love for unity is
deeply rooted in our hearts will the future of this country be secure. For this to
happen, all Malaysians of whatever ethnic background should feel that the nation is
capable of delivering justice to all its citizens.” [Chandra: 3]

Dr. M. K. Rajakumar has identified three major failures of the country which must
be remedied to steer it towards success and he listed them as, the politics of race, the
failure of the educational system especially to advance the Malays and the pervasive
moral decline and corruption. [Rajakumar: 145-149]

The street demonstrations that were attempted first by Bersih and subsequently

by Hindraf in Kuala Lumpur to highlight their anxieties, concerns and frustration are
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actually just the tip of the ice-berg. Regardless of their grievances the message that
was put across was that they believed that their legitimate channels of political
expression and communication have been severely so constricted. The mainstream
media does not seem sympathetic at all to their plight. Anyone familiar with
Youtube and blogging on the internet will immediately realize that there is a lot of
dirt under the carpet which has not been openly shown to the Malaysian public by
mainstream media. As Malaysians become more empowered either through
education or exposure through the alternative media which includes Youtube, the
internet and the cell-phone, there will be a clamour for greater transparency and
with it, accountability. The above, however, are just the channels through which
grievances or facts can be expressed; the fault-lines and hurdles are a different
matter. The issue of the manipulation of ethnicity is going to be perpetually relevant
in a multi-ethnic nation like Malaysia which practises a form of participatory
democracy and whose politics is so deeply embedded in race. Another easily
noticeable fault-line is the issue of religion especially the role of Islam and inter-
religious as well as intra-religious freedom. The explosive potential of religion in
Malaysia should not be underestimated. The other emerging faultline is the
growing contempt that Malaysians across the religious and ethnic divide hold against
corruption. The cancerous nature of corruption is recognized by more and more
Malaysians and it is unlikely that they will allow themselves to be blinded by racial or
religious arguments in their desire to combat this evil

The Malaysian political system itself runs the prospect of facing serious problems
if certain negative trends like the recent controversy surrounding the appointment of
judges are not immediately arrested. The independence of the Malaysian judiciary is
absolutely crucial in ensuring a just and workable political system and the fact that
doubts have now emerged on the integrity of that institution, a lot of work has to be
done to regain the trust of the Malaysian public on the country’s justice system.

Another fault-line that is already visible is that which has appeared in the form of
social ills affecting all the communities in Malaysia. How these are going to be
handled will determine their potential outcome. Malaysians will have to begin
thinking of how to resolve the issues of the breakdown of the institution of the family,
the plight of single parents, the problem of drug addiction, violent crime, perceptions
of gender inequality, lack of meaningful political freedom, human rights abuses,
inadequate health care and how to achieve a truly higher quality of life which is not

just measured in material terms.
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5. Conclusion

The launching of Malaysia’s Vision 2020 in 2000 by the then Prime Minister Dr.
Mahathir Mohamaed was actually an attempt to re-focus the priorities in Malaysia’s
development plan to ensure that the full potential that was available to the country
would be fully utilized and that the Non-Bumiputeras would not feel left out and
marginalized. It was also a recognition that the policies of affirmative action which
were initiated two decades ago could not be sustained forever especially given that
the Malays have already made significant progress following their educational and
economic empowerment. As Malaysia gears itself towards pursuing the goals of a
developed nation status it has to be able to tap every available resource to sustain its
effort and to avoid growing ethnic dissatisfaction among both the Bumiputeras as
well as the Non-Bumiputeras.

Abdullah Badawi, the Prime Minister of Malaysia and President of UMNO, in his
presidential address to the 58" UMNO General Assembly on November 7, 2007
struck a reassuring note which reinforced his predecessor’s vision of creating a
Malaysia for all Malaysians when he emphasized that “The harmony between the
various communities and religions in Malaysia is not an optional luxury — it is a
necessity. We have no other choice. Fifty years ago, our independence movement
was successful because of the wisdom of Tunku Abdul Rahman (Almarhum) and his
colleagues who introduced the concept of power sharing. We have been independent
for fifty years. Now, those who are born in Malaysia are Malaysians citizens. They
were born and have grown up knowing only Malaysia as their homeland. The time
for championing parochial interests in over. Issues must be addressed on the basis of
the interests of the nation and the Malaysian people as a whole.” [Abdullah, Full
Speech in The Star]

There is still hope for the country.
*% This is a slightly updated version of a paper presented at the JAMS Annual
Conference held at Nanzan University, Nagoya, on 1 December 2007. I am grateful
to Professor Hara Fujio for his useful comments during the presentation of the paper
and for having encouraged me to revise the paper for publication.
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