Client Update: Malaysia
2020 JANUARY

Employment & Benefits

MINIMUM WAGES IN MALAYSIA AS OF
2020
Introduction
On 11 October 2019, during the tabling of Budget 2020, Finance Minister Lim Guan Eng had announced
that,
“In balancing the needs of employees and employers, the Government take
cognisance of the higher cost of living in major urban centres, the Government
proposes to increase the minimum wage rate only in major cities to RM1,200 per
month effective 2020.”
In line with the Finance Minister’s announcement, the Minimum Wages Order 2020 (“new Order”) was
gazetted and will be taking effect on 1 February 2020. With the new Order, the Minimum Wages Order
2018 [P.U.(A) 265/2018] is now revoked.

New Minimum Wage
Employers should take note that the new minimum wage only applies to the following 16 City Council
and 40 Municipal Council areas:
City Council Areas
Johor Bahru, Iskandar Puteri, Alor Setar, Melaka Bersejarah, Pulau Pinang, Seberang Perai, Ipoh, Shah
Alam, Petaling Jaya, Kuala Terengganu, Kuching Utara, Kuching Selatan, Miri, Kota Kinabalu, Kuala
Lumpur, and Seremban.
Municipal Council Areas
Batu Pahat, Kluang, Kulai, Muar, Segamat, Pasir Gudang, Kulim, Sungai Petani, Langkawi, Kubang
Pasu, Kota Bharu, Alor Gajah, Jasin, Hang Tuah Jaya, Port Dickson, Jempol, Kuantan, Temerloh,
Bentong, Manjung, Kuala Kangsar, Taiping, Teluk Intan, Kangar, Ampang Jaya, Kajang, Klang,
Selayang, Subang Jaya, Sepang, Kemaman, Dungun, Padawan, Sibu, Kota Samarahan, Bintulu,
Sandakan, Tawau, Labuan, and Putrajaya.
Under the new Order, the payable rates for the new minimum wage for employees who work in a place
of employment at the abovementioned areas are as follows:
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Furthermore, employees who are not paid basic wages but are paid based on piece rate, tonnage,
task, trip or commission shall be paid no less than RM1,200.00 per month.
In comparison to the previous Minimum Wages Order 2018, there has been a 9% increase in minimum
wage payable to which businesses will have to adapt to.

Non Application of New Minimum Wage
In the areas that have not been specified above, the minimum wage will be similar to the minimum wage
under the Minimum Wages Order 2018. The payable rates for an employee who works in a place of
employment in any areas other than the above mentioned are as follows:

Furthermore, employees who are not paid basic wages but are paid based on piece rate, tonnage,
task, trip or commission shall be paid no less than RM1,100.00 per month.
Conclusion
Employers should take note that the Government had been increasing the minimum wage rates annually
for the past 2 years. This year, the increase of 9% in the minimum wage will have significant impact to
all businesses, especially to employers who have large work forces that are currently below the
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anticipated new minimum wage. Furthermore, employers should be aware that failure to pay minimum
wages as specified in the new Order amounts to an offence under Section 23 of the National Wages
Consultative Council Act 2011 which on conviction, the employer shall be liable to a fine of not more
than RM10,000.00 for each employee.
In view of the above, employers should look into reviewing their business plans to make accommodation
for the long run because as time goes on, the costs of labour in Malaysia can only continue to rise.
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Rajah & Tann Asia is a network of legal practices based in South-East Asia. Member firms are constituted and regulated in accordance with local
legal requirements and where regulations require, are independently owned and managed. Services are provided independently by each Member
firm pursuant to the applicable terms of engagement between the Member firm and the client.
This Update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally binding or
otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage which may result from
accessing or relying on this Update.
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Christopher & Lee Ong is a full service Malaysian law firm with offices in Kuala Lumpur. It is strategically positioned to service clients in a range of
contentious and non-contentious practice areas. The partners of Christopher & Lee Ong, who are Malaysian-qualified, have accumulated
considerable experience over the years in the Malaysian market. They have a profound understanding of the local business culture and the legal
system and are able to provide clients with an insightful and dynamic brand of legal advice.
Christopher & Lee Ong is part of Rajah & Tann Asia, a network of local law firms in Singapore, Cambodia, China, Indonesia, Lao PDR, Malaysia,
Myanmar, the Philippines, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, Japan and South Asia.
The contents of this Update are owned by Christopher & Lee Ong and subject to copyright protection under the laws of Malaysia and, through
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein)
without the prior written permission of Christopher & Lee Ong.
Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course
of action as such information may not suit your specific business or operational requirements. It is to your advantage to seek legal advice for your
specific situation. In this regard, you may call the lawyer you normally deal with in Christopher & Lee Ong.
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