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Abstract 
The balance of the labor market depends on changes in supply and demand: population 
structure and changes in the number of working-age population are the most basic and 
stable factors that affect the supply of labor. The level and speed of economic growth 
determine the labor demand. On the basis of separation method adopted by Liu (2012) 
for separation with the coefficients and prediction probabilities of Logistic regression 
models as measuring and according the theory of Labor Economics, Starting from the 
population factor, this article first analyzes the changing trend of the labor force's age, 
quantity and educational level from the perspective of population forecast and labor 
participation rate and summarizes the possible impact on the labor market supply and 
demand. Then, combined with the trend of domestic economic development in Malaysia 
and its possible impact on labor supply and demand analysis, as well as the impact of 
changes in supply and demand in the labor market on economic development at the 
same time. We put forward the enlightenment brought by these impact on the 
government, enterprises, families and individuals. 
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1. Background of Study 

1.1. The Total Fertility Rate Shows a Downward Trend in Malaysia 
Table 1. Age-spesific fertility rate and total fertility rate, Malaysia, 2010 - 2016 

Year 
Age-spesific fertility rate ( ASFR ) 

Total fertility rate (TFR) 
15-19 20-24 25-29 30-34 35-39 40-44 45-49 

2010 14 58 128 131 73 21 2 2,136 

2011 14 57 129 135 76 22 2 2,174 

2012 14 56 130 136 78 22 2 2,188 

2013 13 51 122 124 73 20 2 2,022 

2014 13 21 123 127 77 21 2 2,072 

2015 12 48 118 124 76 21 2 2,002 

2016 10 47 111 120 74 20 2 1,918 

Source: Population and Demographic Statistics Division, Department of Statistics, Malaysia 

 
As can be seen from the above table, the TFR(total fertility rate) in Malaysia has remained at 
around 2.1 (generational replacement level)since 2010, but it has been on a downward trend 
since 2013 when the TFR starts below the generational replacement level. As of 2016, the TFR 
dropped to 1.9.Two basic pillars upon which human society depends and exist: population 
reproduction and material reproduction. The security of politics, economy, national defense, 
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culture and national psychology all depends on population security, the society needs 
sustainable development, and the population itself must continue to develop. Without the 
sustainable development of the population, we can not guarantee the sustainable development 
of our society. 

1.2. Changes in the Number of Working-Age Population in Malaysia 
Table 2. Number of labour force by age group, 2010 - 2016, Malaysia 

 Number ('000) 

Year Total 15–19 20–24 25–29 30–34 35–39 40–44 45–49 50–54 55–59 60–64 

2010 12,303.9 528.4 1,882.4 2,301.1 1,757.2 1,529.3 1,358.1 1,202.8 928.4 532.3 284.0 

2011r 12,740.7 545.3 1,882.6 2,388.4 1,862.9 1,568.3 1,389.5 1,247.5 968.4 576.9 310.9 

2012r 13,221.7 564.2 1,914.2 2,435.0 1,953.4 1,608.2 1,435.0 1,277.1 1,033.7 648.2 352.6 

2013r 13,980.5 575.1 2,017.7 2,536.1 2,118.2 1,691.4 1,500.7 1,335.5 1,107.9 714.6 383.2 

2014r 14,263.6 573.4 2,033.2 2,583.4 2,217.3 1,742.8 1,521.7 1,345.3 1,130.0 736.8 379.7 

2015 14,518.0 534.6 2,032.6 2,622.6 2,304.3 1,780.7 1,548.7 1,373.6 1,147.4 782.6 390.8 

2016 14,667.8 522.8 2,091.0 2,708.0 2,299.4 1,815.4 1,554.5 1,378.3 1,150.4 779.9 368.2 

Source:  Labour Force Survey, Department of Statistics, Malaysia 

 
As shown in the figure above, from 2010 to 2016, the total labor force in Malaysia increased by 
19.2% with an average annual growth rate of 2.7%. After 2013, the growth rate of the newly 
working-age population began to decline sharply. Compared with 2012, the working-age 
population increased by nearly 7.59 million in 2013, while the working- age population in 2014 
increased by only 2.83 million compared with that in 2013.Of the newly added working-age 
population in the 15-19 age group, the number reached a peak of 5.75 million by 2013 and then 
began to decline year by year. At the same time, among the newly-added working-age 
population in the 35-59 age group, there has also been a sign of a slowdown in the growth of 
the labor force since 2013.This shows that by the year 2013, the labor supply in Malaysia has 
started to gradually decline. On the one hand, the youngest working-age population has 
declined, the working-age population growth of the intermediate echelon has begun to slow 
down. According to the current trend,after a certain period of time, the size of the working-age 
population is likely to show an absolute reduction. 

1.3. Reflections on the Level of Labor Force Participation in Malaysia 
Table 3. Labour force participation rate by age group, 2010 - 2016, Malaysia 

Age group 2010 2011r 2012r 2013r 2014r 2015 2016 

15–64 63.7 64.5 65.6 67.3 67.6 67.9 67.7 

15–19 18.6 19.1 19.8 20.1 20.1 18.8 18.2 

20-24 64.7 63.5 63.5 64.6 64.4 64.0 65.0 

25–29 82.6 83.2 83.3 83.8 84.6 84.9 86.5 

30–34 80.5 82.2 82.5 84.0 84.7 85.4 84.1 

35–39 78.3 79.4 80.6 82.7 83.8 83.5 84.1 

40–44 75.8 76.8 78.6 80.8 81.3 82.3 81.5 

45–49 74.5 75.9 76.6 78.8 78.7 79.9 79.2 

50–54 67.8 68.6 71.1 74.2 74.0 73.8 73.1 

55–59 50.2 52.0 56.1 59.2 58.7 60.1 59.2 

60–64 34.6 36.1 39.5 41.4 39.6 39.3 36.5 

Source:  Labour Force Survey, Department of Statistics, Malaysia 
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Based on the labor force participation rates of different age groups in Malaysia from 2010 to 
2016, the labor force participation rate in the 20-24 age group was similar to that in the seven 
years ago.The labor force participation rate in the 25-34 age group increased by 4%, the 
upward trend in the labor force participation rate in the 35-54 age group was 5-6%, and the 
labor force participation rate in the 55-59 age group increased by 9% , the labor force 
participation rate in the 60-65 age group increased slightly, with a small increase. This shows 
that the supply of young labor in Malaysia is sufficient recent years, but gradually declining, the 
prime labor force population can not be continuously refilled, the existing large number of 
middle-aged labor force has gradually transformed into an elderly working-class population, 
and the problem of aging of the labor force will start to become prominent. 

1.4. Changes in the Level of Education in the Labor Market 
Table 4. Number of labour force by educational attainment, 2010 - 2016, Malaysia 

 2010 2011r 2012r 2013r 2014r 2015 2016 

Total ('000) 12,303.9 12,740.7 13,221.7 13,980.5 14,263.6 14,518.0 14,667.8 

Percentage (%) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

        

No formal education 452.7 418.7 415.9 436.0 396.0 446.3 387.4 

 3.7 3.3 3.1 3.1 2.8 3.1 2.6 

        

Primary 2,168.2 2,168.9 2,244.9 2,388.5 2,264.6 2,229.6 2,117.2 

 17.6 17.0 17.0 17.1 15.9 15.4 14.4 

        

Secondary 6,792.0 7,050.9 7,367.0 7,779.5 7,882.8 7,836.6 8,098.1 

 55.2 55.3 55.7 55.6 55.3 54.0 55.2 

        

Tertiary 2,891.0 3,102.1 3,193.9 3,376.5 3,720.3 4,005.4 4,065.1 

 23.5 24.3 24.2 24.2 26.1 27.6 27.7 

Source: Labour Force Survey, Department of Statistics, Malaysia 

 
From the data on the level of education of the labor force in Malaysia from 2010 to 2016, it can 
be seen that in the past 7 years, the number of people without a formal education fell by 1 
percentage point, the number of people receiving primary education decreased by 3 percentage 
points, and the labor force receiving secondary education keep 55.2% without any change. The 
labor force in tertiary education rose by about 4%.From the data point of view, we can easily 
find out that the overall level of education of Malaysian workforce is relatively low. 72% of the 
workforce only receive education after secondary school (including secondary education) and 
28% workforce receive higher education. This shows that the labor force provided by the 
Malaysian human resources market is mainly concentrated in the low-end labor market, and 
the high-quality workforce is small. 
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1.5. The Impact of Malaysia Economic Development on the Labor Market 
Table 5. Gross Domestic Product and Gross National Income at constant prices, 2010 - 2016, 

Malaysia 
Year Gross Domestic Gross National Population Gross Domestic Gross National Income 

 
Product Income 

 
Product per capita per capita 

 Million Million ('000) R RM 

(2010=100)      

2010 821,434 795,303 28,589 28,733 27,819 

2011 864,920 839,052 29,062 29,761 28,871 

2012 912,261 871,804 29,510 30,914 29,543 

2013 955,080 916,722 30,214 31,611 30,341 

2014 1,012,449 972,535 30,709 32,970 31,670 

2015e 1,063,355 1,038,993 31,186 34,097 33,316 

2016p 1,108,227 1,084,896 31,661 35,003 34,266 

Source: National Accounts Statistics Division, Department of Statistics, Malaysia 

 
According to the data on the growth of Malaysia's GDP from 2010 to 2016, the total GDP in the 
past seven years has risen 34.9% with the annual average increase of 5%. GDP per capita rose 
22%. Gross national income increased by 36% and gross national income per capita increased 
by 23%. In the meantime, Malaysia's total population growth rate was 10.7%, with an average 
annual growth rate of 1.5%. Far below the level of economic growth. From 2006 to 2016, the 
contribution of industry and service to GDP is even greater. In 2007, service industry surpassed 
the share of industry in the domestic economy and became the most important economic driver 
in Malaysia.  

1.6. Malaysian Household Consumption Composition Chart in 2016 
According to the 2016 Malaysian household consumption composition chart below, we can see 
that Malaysia's household expenditure on food accounts for a small proportion of household 
income. According to Engel's law, Malaysia's Engel's coefficient belongs to the wealthy 
countries. Therefore, Expenditure on entertainment, transportation, education and health care 
will increase year by year, so that the demand for labor in these industries will increase at the 
same pace and the labor force will be shifted accordingly. 
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Figure 1. Malaysia 2016 Household consumption composition 
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2. Literature Review 

2.1. The Relationship between Economic Development and Population 
Development 

The Marxist theory of "two kinds of production" holds that economic development determines 
population development and demographic development is counterproductive to economic 
development. This is a basic principle of Marxist population theory.(Karl Marx,1858)The 
growth of economic output always depends on inputs such as capital, technology and labor. 
Therefore, economic growth will inevitably lead to the growth of employment.(Pu YanPing, Wu 
YongQiu,2005). 
To ensure the stability and sustainable development of the population structure, women on 
average have to have 2.1 children(generational replacement level of the demographic). The 
decline in the total fertility rate will inevitably affect the supply of future labor market.(YangYin, 
Li TongPin, Wei LiJia,2007). 

2.2. The Influence of Population Structure of Working Age on Economic 
Development 

The growth of an economy stems from two parts in the long run, with an increase in labor input 
and an increase in labor output. Among them, the labor input depends on the total number of 
working-age population and the utilization of the working-age population.(Du Yang, 2016)The 
most direct impact of population factors on economic development is reflected in the changes 
in the number and structure of the working-age population. As changes in the number of 
working-age population make labor supply more rigid.(Campbell & McConnell,2006)Low 
population growth will eventually lead to a low-speed growth of labor supply and population 
aging. (Wang DeWen, 2007). 

2.3. Analysis of Malaysia's Consumption Structure and Labor Structure with 
Engel's Law 

German statistics statistician Engel, based on the statistical data, studies the changes of the 
consumption structure and finds that the expenditure of low-income families on necessities 
accounts for a large proportion of their total income while that of high-income families spends 
on necessities Its share of total revenue is smaller. (Engel, 1857). 
It can be seen from Engel's law that the increase of residents' income brought by economic 
growth will inevitably lead to the corresponding change of consumption structure. The change 
of consumption structure inevitably requires the change of product structure. The change of its 
content and proportion must be realized through the changes of industrial structure, market 
supply and demand, production, exchange and distribution, so as to affect the corresponding 
labor market. The higher income level creates demand opportunities in the conceptual 
industries related to consumption upgrading, and so does the demand for labor in the industry. 
(Guo JinChuan, Li Qiong,2011). 
In different industries, there are obvious differences in the composition of workers in terms of 
individual characteristics such as age, gender, educational attainment and work experience. 
(Mao Rui, Xu JianWei, 2015). 
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2.4. The Impact of Industrial Structure Change on Labor Market Demand 

 
Figure 2. Malaysia: Share of economic sectors in the gross domestic product (GDP) from 2006 

to 2016. 
Source: National Accounts Statistics Division, Department of Statistics, Malaysia 
 
It is clear that Malaysia has shifted from an agrarian economy to an economy based on 
manufacturing and services. Naturally, the demand for labor now required is different from the 
labor force before. 
From the data changes of the GDP components in the figure above, from 2006 to 2016, the share 
of agricultural output in GDP basically remained unchanged at 8.6%, the proportion of 
industrial output dropped by about 11% in 10 years, and the service proportion of industry 
increased by about 10%.Looking at the changes in the industrial structure of various countries 
in the world, the tertiary industry in Malaysia occupies a ratio of about 55%, which is below the 
world average ratio of 63.5%. (The World Fact Book, 2015)According to the current trends and 
the precedents of economically developed countries, the proportion of the tertiary industry will 
continue to keep increasing, and correspondingly more labor force will enter the tertiary 
industry. 

2.5. Information Resources and Research Methodology 
This study uses a set of data consisting of micro-data from the Malaysian Labor Force Survey 
from 2010 to 2016. These surveys were collected by the Statistics Malaysia (DOSM).It contains 
detailed information on labor characteristics and structure, employment and unemployment in 
Malaysia. By focusing on a specific 7 years, the relevance of labor market changes can be more 
accurately determined. 
Ntuli (2007) emphasized the importance of a longer study period because it shows any changes 
and robustness between the relative impacts and the main determinants of labor force 
participation. The data used in this article spans two five-year economic plans and the data is 
more comparable. In order to explain the differences in labor force participation, we use the 
separation method adopted by Liu (2012) for separation. The coefficients and prediction 
probabilities of Logistic regression models are measured.  
Logistic regression model is one of the model dependent variable itself is qualitative, and 
independent variables can be qualitative or quantitative, or a combination of them (Gujarati 
and Porter, 2009).Liu (2012) estimates the logistic regression model that focuses on the impact 
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of age group, education level, number of children, gathering, marital status, and HuKou City. 
However, due to the limitations and appropriateness of the data, the study reduced some 
independent variables such as family, party and number of children in Hukou City. Therefore, 
the estimation model of this paper is as follows: 
Ifpi = βo + β1Fer + β2 Age + β3 Edu + εi; 
Ifpi = labour force participation (1= if the person participate in the labour force and 0 otherwise) 
i = i-th observation; 
Fer = categorical indicator of dummies fertility situation; 
Edui = categorical indicator of dummies educational attainment. 
Agei = vector of 4 dummy variables measuring the individual age groups. 
β0 = intercept; 
βi = coefficient of independent variables; 
εi = stochastic disturbance term; 
To understand the impact of age on labor supply decisions, the labor force data are grouped 
into ten age groups of 15-19,20-24, 25-29, 30-34, 35-39,40-44,45-49,50-54,55-59 and 60-
64,the fertility rate data are grouped into seven age groups of 15-19,20-24, 25-29, 30-34, 35-
39,40-44 and 45-49, the education is also taken into consideration, divide into four different 
levels which are no formal education, primary, secondary and tertiary. 

3. Conclusion 

3.1. In Order to Ensure the Long-term Economic Development, the Government 
Should Encourage and Support Fertility Policies, Reduce Parental Time 
and Opportunity Costs of Raising Children, and Promote the Consistent 
Development of Fertility and Economic Development. 

With the economic development and the per capita income level increased, the fertility rate has 
been declining. Economic development will promote the transformation of the concept of birth, 
thus affecting the shift of labor demand from quantity expansion to quality improvement. The 
increasing cost of raising children, such as time, education and opportunity cost will decrease 
the expectations of the number of births, eventually leading to a decline in fertility. Therefore, 
as a family planning policy maker, it is necessary to gradually improve the social security and 
welfare system, change the functions originally undertaken by the family into social functions, 
and enhance the family's willingness to bear children. 

3.2. Improve Investment in Human Resources and Improve the Quality of 
Labor Supply. 

The decline in the working-age population has been inevitable. In addition to increasing the 
labor force participation rate, we also need to improve human resources investment and make 
up for the shortage of labor force by improving the quality of the labor force. The relevant 
policies to improve the education of workers are more adapted to the structural changes in the 
Malaysian economy. Families should also pay more attention to the education level of their 
children in order to more adapt to the social needs of labor force. The tertiary industry's rising 
position in economic growth will inevitably lead to increased demand for knowledge-based 
"service" jobs. (Mao Rui, Xu JianWei, 2015). 

3.3. To Tap the Potential of Labor Supply, We Must First Make Full Use of the 
Existing Labor Resources. 

The number of working-age population determines the potential level of labor supply, however, 
whether labor resources are fully utilized depends on many conditions. If the labor force 
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participation rate of a working-age population of a certain age is low, the potential for labor 
supply can still be tapped. 

3.4. Maintain a Competitive and Flexible Labor Market. 
A safe and effective labor market system is an important foundation for promoting economic 
development. Relatively perfect labor market system must give workers a relatively perfect 
social protection, while maximizing the enthusiasm of workers to participate in the labor 
market. For example, discrimination in the labor market exists in different forms, increasing 
the difficulty of workers in participating in the labor market. This requires that enterprises to 
provide more fair and transparent employment and management system of personnel and the 
functional departments so as to eliminate all forms of discrimination in the labor market as 
much as possible and meanwhile promote the concept of equal employment rights and create 
a fair social atmosphere. 
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