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CONMMENT
by Jason Loh and Rosihan Addin

N English folk fairy tale tells us about an

d woman living in what must have

been a gargantuan shoe with her twelve

bunctious kids. As far as fairy tales

£0, thirteen people cramped into a giant shoe is

not something too far-fetched. However, this
story miay not be too detached from reality.

This can be especially seen among the

recycle the captive savings (ie. iliquid assets)
that are locked up due to regulatory/policy
requirements, into the deficit and invest in the
economy (Le. liquid assets) - to increase the
overall savings of the households and private
sector (since investment determines savings).
The recent hike in the Ovemnight Policy Ra
by Bank Negara will only serve to reduce the
fragile purchasing power of the economy, still
reeling from the aftershocks of the impact of
Covid-19 - farcing it to nundown its savings. Even
when all the while it is highly unlikely that we will
be retunming to the stagllation of the 1970s, where

underprivileged e
E\O\m as ﬂt\t;:lalxban poor - interspersed within
e Klang Gi Ki
mn]mrlnuum ey or Greater Kuala Lumpur
tis symptomatic of the overall state of
alfordable housing (owned and 2

rental) as provisioned by the state
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affordable housing). This is just  priate tes by change this. graduate out of this welfare system via 2
nne)\mx:que. = Tnstead, we are in a “macro-  multipronged sirategy, comprising of Jobs a.m;
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Absolute povery figure rose to5.4% A0 50¢Ta! by extension, the Goods and pivotal role - by providing the jobs, recrining

in 2020, from 5.6% in 2019, This in
addition to the approximately
600,000 M40 households that are
newly categorised as B0,
representing approximately 20% of those initially
eaming between RM4,850 and RM10,959.

ugh the ition to end, has
enabled the reapening of the economy to
proceed on the basis of further easing/relaxation
and normalisation, this isnot expected to reverse
the income shock that has pulled many
urbanites down the  socio-economic
classification scale.

‘With the cost-of-living crisis aggravated and
intensified by Enpoz..:nd mllx::ln since late last
year, eamnings have fallen in terms. In tum,
this means reduced standards of living and,
critically, savings.

Profiteering and profit gouging by cartels
(enabled by market concentration and
monaopoly/oligopoly) in the supply-chain (as

il y causes of the mainly crured
inflation) for essentials like food items have
further affected purchasing power and, by
extension, savings. It has been alleged that
poultry is one of these.

Essentially, what we are seeing is a kind of
“stagflation” at the microeconomic level (for the
B40 and lower and middle levels of the M40) -
where wages have remained stagnant but cost of
living continues o rise unabated.

Reduced purchasing power and levels of
savings entall the need o hold on to more liquid
assets - as embodied in loan moratoriums and
the four Employ Fund withdrawal
schemes. And our Bursa has been trading

uggishly, etc.
In tumn, this implies that the state needs to
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enterprises.

o datiioni] jeind

s was In part due to the wage spiral,

whereby the costs of higher nominal wages were

passed on to consumers, and the cyele of

markups repeated itself only to be broken by
retrenchment  set  against the

Services Tax (GST), should it ever
be reintroduced.

Minimum wage hike: (RM1,500-
RM1,200)/RM1,200 = 25%
Hypothetical GST hike: (6%-4%)/4% = 50%
The GST, of course, would mean that it is the
B40 that is subsidising the upper M40 and T20,
The implementation of the minimum wage
hike on May 1, 2022 is not adequate 1o cope
with the high cost of living in the Klang Valley,
“hfe:::dlﬁgh percentage of the urban poor can

Togeta concrete idea of urban poverty on the
ground, one just has o take a look at the
Peaple’s Housing Programme (lats and low-cost
houses to see the decrepif and unsanitary living
conditions where a “typical” Tamily of six has no
choice but to squeeze into a 6G50sq ft space.

In addition to the already deplorable living
conditions, the frequent water cuts in the Klang
Valley only add insult to injury as people have to
queue up i collect buckets of potable water
from tankers to meet their daily needs as
currently we have not implemented sourcing
from groundwater (as strategic reserve) via
drilling of wells, which can be done in the
localities.

Under the administration of Prime Minister
Datuk Seri lsmail Sabri Yaakob, the Bantan
Keluarga Malaysia and the National Food Basket
Programme provide direct cash Iﬁ.ns:l % and

and reskilling " or _upsl;rllins alongsi

program
and higher educational opportunities. Pm:ule;
itively include non-go

jon d social rises.
organisations an enterpi
In March 2022, the Federal Territories
Ministry announced the formation of 2
unit that would monitor poverty in an urban

A

3 A
the number of hardcore poor in

should persuade investors such as Venny,
capitalists 10 invest in ‘_”“i"‘“y'l"pumuu
investments through incentivising social i, -
bonds, and even green bonds, for invesimeq,

the green economy across all areas/secipy,

n another article - The 12tk Mﬂia.\m Plan..
Driving the Green Investrnent Agenda wigy Green
Bonds” (Oct 13, 2021) - we called for the settng
up of a green investment bank that woulg p,
wholly-owned by Bank Negara, with either g,
Finance Ministry or Environment and Wy,
Ministry, or bath, holding “golden shares®

Under this PPE, the government raises i,
for green projects by intermediating betyge
the investors (Bank Negara, green imvesimen;
bank) and the service providers (private secrge
and social enterprises).

Fiscal and financial incentives can pe
provided throt gh tax allowances/reliefs for by
the investors as well as social enterprises thy
amract the

e This unit will also have a
mm that will be entrusted mmum:;fl_d

2. The government should also ensure thy
social ises are given a share of puhiic

and help 1o target within
the Federal Territories. A

sector procurement such as the Vendo
Dy as part of the PPp

To ensure a more effective and o
effort in tackling poverty in urban areas, the
special unit should embark on a PPP by

cicallv

At the same time; the govemnment should
open up new procurement channels dedicard
to social - that integrate and

with the p
and social enterprises.

Take Suri for example, It is a Malaysian social
enterprise based in Kuala Lumpur that strives (o
empower underprivileged/B40 mothers, by
providing income opportunities for mothers, for
example, teaching them sewing skills.

To date, Suri has 40 mothers under its wing
that work either full-time or on a part-time basis.
Ten of the mothers are now certified with Sijil
Kemahiran Malaysia (Level Three) as part of
their sustainable growth initative.

EMIR Research has written on the vital role
that social enterprises can play in providing

and trai ities - Social
in Malaysia - an . emerging
provider (June 17, 2020).

enterprises

food baskets that qus
respectively,

“The_aid represents an increase in quanium
from the previous schemes - up to RM2,000 for
households with three children or mare.

Although unconditional cash transfers and
public delivery system, in the form of food

It would like to further propose policy
recommendations to help the urban poor
communities through empowering  social
enterprises:

1. The government should look inta promoting
private investments for social enterprises. We
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implement the national palicy frameworks on
related policy issues, such as social care and
post-retirement employment.

A PPP would see the urban poor having
wider and augmented opportunites for better
quality employment that would enable them
access higher income streams and, henceforth,
increase their purchasing power and quality of
life.

Just as significanr, it would also help the
government to manage deficit spending in a
more targeted and wansparent manace, where
money will be well spent

Not least, the multiplier effect will also
benefit the overall economy,
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