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1. Background
GDP for Sabah at Constant Prices (RM Mil) by Economic Sector, 2015 - 2020 (f)
Year

GDP

Agriculture

Mining

Manufacturing

Construction

Services

2015

73,776

14,817

18,207

6,266

2,446

31,755

2016

77,518

13,255

21,992

6,037

2,357

33,575

2017

83,744

13,861

25,441

6,362

2,322

35,406

2018

84,960

13,821

24,024

6,512

2,881

37,398

2019 (p)

89,053

13,504

26,350

6,596

3,043

39,494

2020 (f)

71,371

12,864

20,863

5,835

2,811

27,364

% Change (f)

-19.9%

-4.7%

-20.8%

-11.5%

-7.6%

-24.2%

Note : p – Projection; f – Forecast based on baseline scenario
Source : Department of Statistics, Malaysia; Forecast by IDS (Sabah) - “IDS Position Paper on the Impact of COVID-19 Pandemic
and the Movement Control Order (MCO) on the State's Economy, April 2020”

•
•

The State’s GDP is forecasted to decline by 19.9% for 2020 compared to 2019, a historical low.
Services sector (which includes tourism, F&B and hospitality industries) is forecasted to be the
hardest hit with a contraction of 24.2% for 2020, followed by Mining and Quarrying (-20.8%)
due to low global crude oil prices.
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1. Background (cont…)
Jobs According To Level Of Skill, Sabah

Number Of Employment by Sector, Sabah
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1. Background (cont…)
 Most impacted sectors in Sabah includes
Tourism, Fisheries, Land Transportation, Oil
Palm Manufacturing, Wholesale & Retail, and
Hotel/Accommodation
(source:
Special
Bulletin, Department of Statistics, Malaysia).
 Malaysia has 236,000 fewer jobs in the private
sector during the 2nd quarter of 2020 compared
to the same period last year (source: Principal
Statistics of Labour Force, Malaysia, Q2 2020,
Department of Statistics, Malaysia), and Sabah
lost close to 4,900 jobs due to lockdown
(source: Daily Express, 8 July 2020).

 Most affected are self-employed and youth.
 Both the Federal & State government’s
economic stimulus / recovery packages (e.g.
PRIHATIN, PENJANA, Sabah New Deal, etc.)
managed to facilitate most businesses to retain
majority of their employees.
 But cases of COVID-19 have spiked up from
end-September, and CMCO, TEMCO and interdistrict movement have been imposed in early
October.

Source: Buletin Khas Negeri, Siri 11, Jabatan Perangkaan Malaysia 2020
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2. Proposed Recovery Measures
•
•

•
GENERAL

•

•
•

Provide a supplementary and extended Government Stimulus/Recovery
Package for businesses to minimize their losses and to assist the affected
sectors to ensure that they remain viable, operational, and resilient.
Introduce interest free soft loans to micro and small and medium enterprises
similar to the scheme introduced by the Sarawak government, where the
government will collaborate with financial institutions and absorb the interest
costs of the loans.

Provide grant/cash support and subsidies (e.g. subsidy for rental, deferment
of outlay costs, cash injection from the government) for operational and
maintenance costs for small business.
Urge the Federal government/Bank Negara to extend the bank moratorium
period on loan/financing repayment at least until the end of 2020 especially for
micro and small and medium enterprises to solve the cash-flow problem and
avoid retrenchment.
Create a One-Stop Unemployment Mentoring Centre (UMC), which
includes Upskilling & Reskilling training to increase employability in the ‘new
normal’.
Waive the electricity and water bills, internet charges, licensing, etc. for
businesses until the end of 2020 in order to reduce operational cost.
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2. Proposed Recovery Measures (cont…)
•
•
•

AGRICULTURE

•
•
•

Provide subsidies for fertilizer, integrated farming, FFB prices, replanting, etc.
Create a state-wide logistics system to mobilise farmers to deliver their
agricultural products to consumers.
Devise an efficient collection and delivery mechanism of essential goods
such as food, vegetables, fruits, and fish during this pandemic restriction
movement.
Reduce or exempt the sales tax to oil palm players (i.e. FFB and CPO) for a
specified period of time.
Provide a one-year exemption or reduction of payment (between 25% to 50%)
on foreign workers levy which includes the exemption for dependant pass.
Ensuring the continuation of business operation of suppliers (i.e. fertilizer,
chemical, hardware, spare parts and equipment) and contractors that support
the oil palm sector.
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2. Proposed Recovery Measures (cont…)
•
•

•
MANUFACTURING
& SMEs

•
•
•

Strategise to increase the adoption of technology in the event of prolong
outbreak to avoid dependency on human on-location presence.
Create a dedicated channel for Sabah to promote Sabahan products on
online/digital platforms, including with special discounts to be subsidised by
the government.
Assist local SMEs in e-commerce to ensure their products/services marketed
on digital platforms reach targeted consumer groups to cope with office
closures, restricted movement and supply interruption.

Encourage consumers to buy local products by hyping up the “Buy
Malaysia/Sabah” campaign.
Enable the food plastic packaging industries in Sabah to continue their
manufacturing activities as part of the supply chain partners to the food
industry for food hygiene in the interest of public safety.
Provide more incentives to develop and create young entrepreneurs (e.g.
Pitch Borneo, SATA, etc.).
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2. Proposed Recovery Measures (cont…)
•
•

TOURISM

•
•

•

Introduce special grants for freelance tour guide, dancers and musicians.
Facilitate and accelerate a wider digital and technology adoption within the
tourism industry to access new markets and to develop new products and
services (e.g. Apps to promote Sabah with attractive discounts and free evouchers).

Initiate a government-supported online/digital platform to assist the local
craft makers and retailers, artists, etc. in marketing and showcasing their
products for income generation.
Give free coupon/voucher to local families for domestic travelling in green
zone tourism activities.

Provide courses/training for tourism sector workers to start other businesses
(e.g. food/plantation/agriculture/livestock preparation courses).
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2. Proposed Recovery Measures (cont…)
•
•

FISHERIES
•

•
CONSTRUCTION

Refund levy for the foreign worker.
Exercise State executive power by extending the targeted fuel subsidy
scheme to Sabah.
Formulate a new post-COVID-19 policy and implement effective measures to
revive the fisheries and aquaculture industry in the State.

Ensure fast payments by departments/ agencies to local contractors and
consultants.

•

Continue giving and adding small-scale projects.

•

Offer flexible financing facilities to construction companies.
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3. Recommendations
 The government will have to continue to play a shock-absorbing role as the pandemic and
CMCO/TEMCO prolongs.

 More measures will need to be introduced to address an increasingly challenging economic
environment and risks in the coming months, and help to mitigate the possibility of an economic
meltdown in whatever ways possible.

Short-Term Measures
(1 Month)

• Preventing and limiting
the spread of the virus

• Continuous production of
agriculture food-based
products

• Revenue potentials
under the Malaysia
Agreement 1963 (MA63)

Medium-Term
Measures
(2-3 Months)

• Ensuring the State's
economy continue to
be largely switched on

• Reopening of the
economy and district in
phases via risk-reward
analysis

Long-Term Measures
(More than 3 Months)

• Revisiting state economic
development agenda new growth sectors, foodbased agriculture,
technology innovation /
adoption, ICT and
broadband
infrastructures, skilled
high-tech human capital,
etc.

• Post-COVID-19
investment strategy
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3. Recommendations (cont…)
Short-Term Measures (1 month)
Preventing and limiting
the spread of the virus

•
•

Enhance health safety and
enforcement measures
Increase
healthcare
spending
on
medical
supplies and equipment's,
reagents test kits and PPE for
front liners.

Continuous production of
agriculture food-based
products

Revenue potentials under
the Malaysia Agreement
1963 (MA63)

•

•

Enhance the collect-anddeliver mechanism for rural
communities with stockpile of
produce who are out of reach
of the current government’s
initiatives.

Right to impose sales tax
(Article 95B (3) of the Federal
Constitution) - i.e. revenue
and royalty from petroleum,
sales tax on petroleum
products, export duties for
logistics and forest products,
etc.
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3. Recommendations (cont…)
Medium-Term Measures (2-3 months)
Ensuring the State's
economy continue to be
largely switched on

•

Continue to reduce business
foreclosures or bankruptcies,
ensure people have money to
keep spending even if they
are not employed, and
increase public investment
in addition to the current
stimulus packages.

Reopening the economy
& district in phases

•

A joint government-private
sector
committee
is
recommended to be formed at
the earliest stage possible to
strategise the comprehensive
reopening of the economy
and
district
in
phases
regardless of when the
pandemic will end.

Risk-reward analysis

•

Undertake a risk reward
analysis to arrive at an
optimal decision to reopen
more essential district /
business that have higher
infection risk but contribute
significantly to the economic
growth.
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3. Recommendations (cont…)
Long-Term Measures (more than 3 months)
Revisits current economic development agenda
and place greater emphasis on the following:

•
•
•
•
•
•
•

Diversifying the economy to new growth sectors that can be more resilient to similar crisis (i.e.,
knowledge economy, workforce flexibility - one that can accommodate working from home, etc.);
Refocusing on agriculture on food-based agriculture, instead of a commodity-focused one,
especially in light of the State’s food security and sovereignty;
Promoting and facilitating technology innovation and adoption in all sectors of the economy,
especially in manufacturing;
Improving ICT and broadband infrastructures to provide the basic support for higher technology
adoption;
Enhancing the healthcare services and management system;

Transforming human capital development with an emphasis on private tertiary education to
create a skilled high-tech talent pool; and
Building a stronger and more resilient supply chain ecosystem in the State, including local-tolocal supply chains.
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3. Recommendations (cont…)
Post-Pandemic Investment Strategy
Capitalise on China's Manufacturing Exodus
 The government should leverage on the manufacturing exodus in China due to
the US-China trade war and rising labour costs, which will likely exacerbate
further after the pandemic.

 A radical incentive plan (i.e. wider incentive structures, innovative business model,
etc.) should be drawn up to attract quality foreign direct investments from US,
China and EU multinational manufacturing firms to relocate to Sabah.
 The plan should also include policies to position and connect local-based SMEs to
the global supply chain of the established multinational firms.
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4. Concluding Remarks
 It has been shown that during the pandemic, skilled workers have transitioned to
working remotely (with notable exceptions, such as doctors and nurses), while those
in lower-paying unskilled and semi-skilled jobs that are not able to be done
remotely are generally, facing risks such as income loss or elevated exposure to the
COVID-19 virus.
 Business operations have also been localising while the virus is spreading globally.
Restaurants, food and beverages market, the retail sector, and other businesses have
made a greater utilisation of technology (i.e. apps, online delivery platform, etc.) to
reach local customers.
 Technology can be regarded as a driver of this divide.
 As such, the government must learn from this experience to expedite the upgrading of
the State’s labour force to a skilled high-tech talent pool in addition to enhancing
broadband infrastructures and penetration.
 Planning for the transition to the ‘new normal’ human capital must commence even
before the pandemic subsides.
 At the same time, the government must promote and facilitate technology
innovation and adoption in all sectors of the economy to accommodate these skilled
workers.
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