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Summary 
 
The COVID-19 pandemic has been an economic catastrophe for all sectors in the economy, with 
paradigm shifting effects on the transportation industry. In this report, we will explore the different 
sectors that make up this industry and the potential impacts on each of the sectors as well as make 
policy recommendations to alleviate the impact of the pandemic. In addition, this report will offer a 
renewed perspective and recommendations on pressing issues on the transportation sector – including 
issues prevalent before the pandemic. 
 
Analysis of Transportation sectors 
 
Private Vehicle Market –Car Dealers and Producers 
 
As the private buyer market reels from the shock of the COVID pandemic, many market analysts 
expected a severe downturn across the entire automotive sector and its sales. Already in March 2020, 
total vehicle sales volume fell by 59% to 22,478 units from 55,776 a year earlier, as businesses are 
impacted by the MCO according to the Malaysian Automotive Association (MAA). Of this, they reported 
that passenger vehicle sales had fallen by nearly 60% to 20,260 units from 50,101 units a year ago 
while commercial vehicle sales declined 52% to 2,218 units from 4,675 units in March 2019. Total sales 
volume in March 2020 fell by 44% from February 2020 as businesses were stopped from March 18 
onwards from the Movement Control Order (MCO). They anticipate sales in April to be zero, as 
showrooms remain closed. On the 29 April, MAA revised its forecast for total local car sales down to 
400,000 units, a sharp 34% drop compared to 2019.   
 
Affin Hwang Investment Bank anticipates a 20% drop in Total Industry Volume (TIV) in 2020 compared 
to the prior year as the pandemic halts car production and causes sharp supply and demand shocks. 
The group’s previous 2020 TIV forecast was estimated at 562,000 units, this now stands at 485,000 
units. For reference, the Malaysian Automotive Association president Datuk Aishah Ahmad announced 
that the TIV in 2019 rose 0.95% to 605,287 vehicles, compared to a volume of 598,598 units in 2018.  
 
As the pandemic wreaks havoc on the auto industry, Malaysia’s automotive sector is likely to remain 
under pressure from shrinking car sales with many analysts warning of a recession. During recessions, 
consumers are likely to defer big ticket purchases such as cars and for consumers who still wish to buy 
vehicles will opt for cheaper car models, reducing the value-added GDP figure for this year.  
 
Compounding the demand contraction, international automotive players are not spared from a shrinking 
profit margin, as the ringgit is expected to weaken against the USD and JPY and the intense domestic 
price competition on automotive players. The weakening ringgit will raise the cost of raw materials in 
vehicle assembly plants in Malaysia, especially for non-national brands who require imports from 
specialized producers. The increase in costs may also be more difficult to pass these costs onto the 
consumer in a recessionary economic environment, further impacting car sales in the near-term. 
In addition, the domestic auto manufacturing players have temporarily shut down operations to comply 
with the implementation of the MCO, causing a temporary shock in supply. Therefore, a prolonged 
COVID-19 pandemic would see severe downside risks to automotive earnings.  
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The pandemic will also hit the local car dealership workforce hard, with some 50,000 local workers in 
the industry at risk of losing their jobs if the effects of the pandemic persist for longer than 2 months 
from April. In addition, industry observers have said that over 4,000 used/refurbished car dealers and 
importers could risk insolvency due to near-zero car sales, higher inventories and weak consumer 
sentiment amid high operational cost in overhead, salaries and rental, which observers claim reaches 
an average of RM150mil per month.  
 
Market observers claimed that many in the automotive industry are on the brink of bankruptcy due to 
the temporary closures of automotive plants and car dealerships since the MCO on 18 March. The 
MCO has unfortunately also affected all up and downstream sectors in the local automotive market 
such as in sales, services and manufacturing activities.  
 
The government had recently allowed certain segments of the automotive market to operate such as 
after-sales services and operations related to fully imported vehicles to open for business under the 
extended MCO which may provide some relief for industry workers.  
 
The Malaysian Association of Malay Vehicle Importers and Traders (PEKEMA) President Datuk 
Zainuddin Abdul Rahman said that its 177 members had a monthly commitment of RM35mil in fixed 
operational costs to maintain its dealership networks nationwide and further stated that the association 
could not afford to bear the operational costs beyond two months without any sales. 
 
If the economic situation prolongs over two months, it is likely that manpower would have to be reduced 
triggering a rise in unemployment. PEKEMA also noted that its members are highly leveraged, with a 
debt level of RM1.8bil in total, inclusive of debts to fund inventories. In total, RM24mil per month is 
allocated to pay salaries involving over 9,000 staff members across all its members. As of 1 March, 
PEKEMA has over 18,000 unsold vehicles, excluding incoming stocks from Japan and UK which 
usually take up to 3 months to be delivered. The current situation has made sales more difficult as 
showrooms were forced to close, amid a slowdown in customer visits.  
 
To date, PEKEMA has contributed RM2.8bil to the Kumpulan Wang Amanah Dana Automotif 
Bumiputra (KWADAB) to leverage on the RM10,000 Approved Permit (AP) fees paid to the government 
for each imported vehicle. Established in 2010, KWADAB exists to assist Bumiputra entrepreneurs in 
the automotive industry expand their businesses. It is possible for PEKEMA to tap into these funds as a 
means of financial assistance to help in offsetting the difficult period.  
 
Kuala Lumpur and Selangor Car Dealers and Credit Companies Association (KLSCDCCA) President 
Khoo Kah Jin posited that its 4,000 members had high car inventories between 70 and 80 thousand 
units of used cars nationally. He mentioned that the economic condition does not improve over the next 
two months, many members would be operating at depressed margins as most dealers would find it 
difficult to continue with such an environment. An MCO extension will thus cause a deterioration in the 
automotive industry, prompting dealers to cut prices to boost sales. The group stated that each member 
has an average monthly operational cost of RM20,000 to RM30,000, with an adequate cash reserve for 
two months. The job prospects of the group’s total workforce of 40,000 locals will be put in jeopardy, 
which can trigger a spike in unemployment. If the crisis prolongs further, its likely this sector would need 
further financial assistance from the government or the banking system. 
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Policy Recommendations for Car Dealers  
 
Car sales could potentially see sale levels recorded in 2018 if the government implements creative 
policies to boost car sales as income improves and the economy picks up.1 Importantly, the 
government should provide tax deductions for both income taxpayers and car dealers. However, much 
of the recovery in the industry must move forward from simply being middlemen dealers into offering 
more value-added packaged services to entice customers as car dealers are restricted by law under the 
Competition Act 2010 to simply undercut their competitors on price.  
 
Industry recommendations from KLSCDCCA are for the government to allocate grants or subsidies to 
local car manufacturers, increasing the allowed “handling fee” commission rate for hire-purchase loan 
commissions from financial institutions and exempt excise duties until the end of the year. An 
exemption on excise duties will effectively have the same effect of as the tax holiday period in 2018.   
 
In addition, giving the industry a rate cut for Employees Provident Fund (EPF) fund contribution and 
exemptions from contributing to Social Security Organization (SOSCO), Employment Insurance System 
(EIS) and the Human Resource Development Fund (HRDF) will help players in this industry remain 
afloat. 
 
Car Rental Sector 
 
The traditional car rental service sector will face strong challenges in both the near-term and in the 
coming years. During the past few years, these industries have been quickly been made obsolete by 
new technologies, specifically through ride-hailing and car-sharing technologies. The onset of the MCO 
has complicated matters further, with the traditional person-to-person model which is commonly used in 
Malaysia rendered entirely useless from social distancing measures. Therefore, a transformation 
towards online services must occur to avoid a spike in unemployment and reduced incomes for these 
traditionally low-income jobs.  
 
Recent statistics from “AutoRentalNews.com” had stated that the travel industry had been hit severely 
with cancellations and a sharp drop in bookings. This decline in bookings had been reported by car hire 
site, “DiscoverCars.com” which reported a drop in total bookings by one third (30-35%) during the 
period between the second half of February and the first half of March with Italy and Germany the worst 
affected. The two countries registered a drop of 47% and 41% in car bookings respectively with over 
40% of cancellations citing coronavirus as the reason.  
 
The below table shows the decline in car rental bookings between the end of February and early 
March.  

                                                             
1 https://themalaysianreserve.com/2020/04/27/incentives-needed-to-reboot-car-sales/ 
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Source: AutoRentalNews.com 

 
Along with the near-term car rental cancellations, the coronavirus is proving to have an impact on 
longer-term travel habits as well. The data from the website had suggested that customers are now 
much more reluctant to book a car in advance. According to the figures before the pandemic, travelers 
would choose to book a car two months before a trip whereas currently, vehicle bookings are being 
made in less than a month before their intended travel time, showing that car rentals are increasingly 
becoming a necessity among users.  
 
Despite data from website showing cancellations outside of Malaysia, it is enough to justify a similar 
downside effect given the major role that tourism plays in the domestic economy coupled with the fact 
that many operators in the industry rely on person-to-person transactions. This is expected to weigh 
down heavily in the car rental sector. 
 
To counteract this in the short-term, it is necessary for the government to speed up the uptake of car 
sharing technology against the typical contract sharing used by most dealers in Malaysia. Currently, 
most Malaysians in urban areas commute through services like Grab, since its merger with Uber 
however it has created a virtual monopoly in the market, forcing Malaysian consumers to look for newer 
and more competitive transportation options, giving rise to a new car-sharing concept.  
 
The difference between e-hailing and car-sharing is that instead of paying for transportation on a per 
trip basis as is the case for Grab, users pay for a car rental on an hourly, daily or monthly basis through 
bookings from their smart phones. As car prices in Malaysia are some of the highest globally even 
compared to New York, car-sharing is seen as the next best step for many millennials who are 
increasingly unable to afford big ticket car purchases. This is especially true in a recessionary economic 
environment when incomes are down and youth unemployment likely to see an uptick in the coming 
months.  
 
Due to the fact that Grab has a virtual monopoly on the e-hailing market (some estimates go up to 65-
70%), they are able to set prices significantly higher than a reasonable per kilometer (KM) usage basis. 
For a growing number of local Malaysian commuters, it may be cheaper to simply rent a vehicle on a 
timed basis rather than on a per trip basis.  
 
The car-sharing concept is relatively new in Malaysia, it acts as an improved online service of the car 
rental industry, one that can be arranged all through a smartphone app. This is unsurprisingly a rapidly 
expanding segment of the car market, growing in popularity mostly among millennials who are being 
pinched by the rising cost of living amid an increasingly environmentally conscious generation. 
Beginning in 2016 with Moovby, some of the largest players in the car-sharing industry now include 
GoCar, SOCAR and Kwikcar. Currently, the supply range of such services are limited to the Klang 
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Valley, Penang and Johor as well as certain tourist hotspots such as Langkawi with plans for expansion 
in the near future. 
 
For reference, an hour’s rental from SOCAR’s and GoCar’s new fleet of vehicles range from RM8 per 
hour to RM14.95 per hour from both providers respectively. This is compared to an average Grabcar 
ride of RM1.10 per KM, subject to the supply and demand dynamic of the ride hailing. This means that 
an average trip from 1Utama, TTDI to Pavillion, KL would cost RM17 per trip. Clearly, for fiscally 
conscious millennials, car-sharing is a much cheaper option, especially if they require travel to and from 
the workplace and home.   
 
Policy Recommendations for the Car Rental Sector 
 
Therefore, as far as the Ministry of Transportation is concerned, the car rental industry must have a 
focus on digitization as the traditional model faces obsolescence and special incentives are needed for 
the expansion and transformation of car renters in this field. One recommendation is to lengthen the 
pioneer tax-free status for such companies and offer other attractive incentive schemes to strengthen 
the competitive forces in this market.  
 
To this end, one may consider to use these incentives to facilitate foreign entry into the car-sharing 
market such as Zipcar and DriveNow with greater levels of technological capability while at the same 
time encouraging the development of local technological capability so ensure that local firms are also 
able to develop and compete regionally. This is similar to the success story of Grab which started in 
Malaysia and now have operations across South East Asia.  
 
E-hailing/ Ride sharing Sector 
 
As a result of the coronavirus, many commuters have opted to reduce their consumption of e-hailing 
and ride sharing services. This is concerning as the number of e-hailing drivers in Malaysia totaled up 
to 200,000 at the end of December 2019, according to former transport minister Anthony Loke.  
The drop in demand has severely impacted both the supply and demand dynamic of the industry. As 
the number of trips taken on both a total and per capita basis has reduced since the imposition of MCO, 
with most commuters only taking transportation services when absolutely necessary to buy groceries 
and other essential items, it has thus left a massive demand gap in the market.  
 
It is unfortunate that workers in the gig economy, especially Grab drivers are not protected by EPF, 
company-sponsored health insurance, unemployment insurance and other benefits and thus have no 
choice but to continue working even as other gig and part-time opportunities elsewhere remain scarce. 
This had created an oversupply of drivers relative to commuters, thus pushing down the average price 
per fare. This was most evident during the MCO period as the average price per fare was persistently 
depressed.  
 
Although quantitative evidence was not available for Malaysia since local e-hailing players are 
notoriously secretive and cautious about sharing its information, inferential evidence can be found in a 
survey performed in the USA by CarGurus who found that consumers are far less interested in using 
either e-hailing or ride sharing services as a result of the pandemic.  
 
The survey implies several interesting results; the survey, conducted in April had found that 39% of 
those who were surveyed who had previously used e-hailing and ride sharing services said that they 
will reduce their usage or stop using them entirely. Despite being in the minority of users, this will have 
a considerable impact on the bottom lines of ride-hailing companies as this represents a significant 
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drop in demand. That said, 18% of responders had said that they would be using ride-sharing services 
more while the rest (43%) had responded that they would not be changing the amount of services they 
consume; however, this increase will not be enough to offset the drop in consumer demand.  
 
Further, on the 8th April, CNBC had reported a survey of 871 Uber drivers in the USA conducted by 
TheHustle. The survey reported that most workers on the platform had disagreed on having their 
account suspended and 53% reported feeling “very concerned” about reduced earnings during the 
pandemic period. The survey also revealed that the average number of rides a day had fallen by 74% 
and weekly pay had reduced by 67% while their hourly rate had declined sharply by 59%. The survey 
results tend to mirror the typical economic consequences of the pandemic as discussed above.   
 
To ensure reliability in these predictions, peer countries that have a similar scope and size with 
Malaysia’s transportation industry such as nations in the middle east, who are -like Malaysia- 
traditionally road-reliant should be accounted for more heavily. UAE’s Uber-subsidiary Careem had said 
on the 4th of May that it would be retrenching 31% of its workforce, after CEO Mudassir Sheikha 
announced that revenue had reduced by more than 80% over the past month and there was “alarming 
uncertainty” on when the economy would recover.  
 
In Egypt likewise, nearly 40% of Uber staff have been retrenched, this comes amid Uber’s 
announcement of a 3,700 full time job cut globally, affecting 17% of its global workforce across 46 
countries. This is concerning as Egypt has a population of over 100 million people, the biggest in the 
middle east for e-hailing services and relies on road transportation for most of its commuter needs, 
having limited capacity for public rail transportation. 
 
The effect on the Malaysian market could be as severe in line with such developments in Malaysia’s 
peer economies. Despite the lack of data transparency, Grab’s senior management had announced 
that senior Grab leaders have taken a pay cut of up to 20% and Grab staff have also been encouraged 
to take no pay voluntary leave. This announcement comes amid an announcement by the CEO of Grab 
Holdings Inc., Anthony Tan who explained to investors on the 20th April that the pandemic “is the single 
largest crisis to affect Grab in the eight years since its founding”.  
 
Policy Recommendations for the E-hailing/ Ridesharing Industry 
 
There are limited policy remedies to encourage and prop up the performance ride sharing and e-hailing 
services as this is by nature a short-term demand disruption, therefore any potential solutions must 
primarily address the short-term. In this regard, an extension of the Prihatin financial aid to affected 
individuals must continue into the foreseeable future, with a particular focus on e-hailing and ride 
sharing drivers as their incomes become more uncertain due to the drop in demand.  
 
In addition, the government should consider a 6-month delay in the payment of road tax (granted on 
credit) and the settlement of traffic summons incurred by Grab drivers. The renewal of road tax should 
be automatically granted for proven e-hailing drivers who have operated over the past 6 months under 
the condition that they have 6 months from the day of issuance to financially settle its renewal and 
traffic summons. This would allow e-hailing drivers to continue operating through the short and medium 
term.  
 
In the medium-term, regulations on e-hailing should be relaxed. The previous transportation minister 
Anthony Loke had performed abysmally in managing the expectations of e-hailing stakeholders when 
he decided to impose the PSV license on e-hailing platforms in response to a slew of criticisms by the 
taxi driver community. The license had required that drivers undergo a 1) Medical exam 2) 6-hour class 
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3) Proficiency examination and 4) Puspakom inspection of vehicles over 3 years old. This had added 
additional operating costs for e-hailing platforms and had immediately reduced the available supply of 
drivers on the road resulting in higher prices and higher waiting times across the board.  
 
Despite the inconvenience caused, it was noted that 70% of surveyed citizens by SPAD (now APAD) in 
mid-2016 wanted the government to impose some form of regulation on e-hailing platforms2. In light of 
the pandemic however, it is my opinion that the above regulations should be relaxed such as abolishing 
or relaxing the required examination and requiring Puspakom approval on vehicles over 4 or 5 years 
old, which would reduce the administrative and cost burden on drivers.  
 
It should be noted that as these regulations have already been set and many drivers have already 
spent a significant amount of time, money and effort in getting those approvals done, it is not wise to 
totally abolish such licensing for fear of a backlash against 1) taxi drivers who have been pushing for 
regulations for e-hailing drivers and 2) the indignance among e-hailing drivers as they have to now treat 
their investment and effort as a sunk cost.  
 
However, this should be balanced with a new SOP with an additional focus on public health and social 
distancing regulations such as imposing a rule that every vehicle should have hand sanitizers and face 
masks for all vehicles. These extra safety precautions should be borne by the e-hailing platform and all 
such purchases should be allowed as a tax-deductible so that e-hailing platforms are readily able to 
provide such safety features with minimal upfront costs.  
 
E-commerce and Delivery Fulfilment Services 
 
Perhaps least negatively impacted by the pandemic is the delivery fulfillment sector, fueled by an 
unprecedented boost in e-commerce due to social distancing, online deliveries may improve for the 
foreseeable future. The key thing to note here is that e-commerce is considered an essential service in 
Malaysia during the MCO and is likely to continue to benefit from social distancing policies in the short 
to medium term. 
 
One thing that has become clear during the pandemic is the extent that the digital economy has 
enabled the economy to serve the needs of consumer. Digital logistics companies like Grab, Lalamove 
and etc have enabled food delivery services, grocery fulfilment and parcel deliveries, allowing millions 
of Malaysians to perform their daily tasks while keeping social distancing. The growth in e-commerce is 
important as it directly correlates with the performance and is crucial to the growth of online delivery 
fulfilment services.  
 
The growth in the delivery fulfilment market is expected to grow rapidly in 2020 and beyond. This 
confidence in the e-economy was bolstered by a recent report published by Temasek and Google on 
the internet economy in South East Asia (SEA), where Malaysia’s internet economy is set to triple in 
size from 2015, exceeding RM12bil in 2019. 
  
Despite the projected fast growth of the e-commerce industry, challenges also remain. The economy is 
facing severe headwinds, the coronavirus has upended the projected growth pattern seen since 2015 
to 2019, with BNM reporting a contraction of up to -2% in 2020, limiting the growth potential of the 
economy as incomes take a hit. In addition, the lack of private investment is a cause for concern, with 
raised capital in the first half of 2019 falling short of 2018 levels as seen below.  

                                                             
2 https://www.theedgemarkets.com/article/cover-story-disrupting-taxi-industry 
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Source: e-Conomy SEA 2019 

 
This can be explained through a lack of homegrown unicorns in Malaysia compared to its regional 
competitors, Singapore, the Philippines and Thailand. For example, despite regional e-commerce giant 
Grab being founded in Malaysia, the company has since shifted its headquarters to Singapore, due to 
the market-friendly policies in the city state and the regulatory hurdles presented to them.  
 
Regardless, the potentiality and strength of Malaysia as an e-commerce and logistics hub is 
undeniable, with over 84% of the total population connected to the internet in 2019. The Google-
Temasek 2019 report also highlights that e-commerce is expected to remain a fast-growing industry 
through to the near future, with an expected Gross Market Value (GMV) cumulative average growth 
rate (CAGR) of 27% from 2015 to 2025 as illustrated below.  

 
Source: e-Conomy SEA 2019 

 
It should be noted however, that the assumptions used in the projections made in the report were 
established before the pandemic and thus may not have completely factored in the sharp short and 
medium term drop in online travel. Despite this, we can still expect a general growing trend in e-
commerce as a whole as the market shifts from person-to-person transactions towards contactless 
modes of transactions.  
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Evidence for this can be found in the stupefying growth in the number of Amazon Prime subscriptions 
experiencing a peak of US$5.6Bil over the past quarter, representing a 28% increase from subscription 
revenue in the first quarter of 20193.  
 
The Malaysian market should be quick to catch onto this trend, in this regard, the government’s focus 
should be on encouraging the building of reliable logistical infrastructure networks and with nation-wide 
coverage to speed up the growth of e-commerce delivery companies as most e-commerce players are 
moving towards same-day and next-day delivery options. The trend of same day delivery is quickly 
catching on among grocery shoppers who are willing to pay extra to have their groceries delivered or 
for last-minute buys within 24 hours. Therefore, resolving logistical bottlenecks and traffic congestion 
must remain high on the government’s priority.  
 
As the government improves infrastructure networking, we will see consumer trends shift fundamentally 
when it comes to online shopping. Traditionally, online shopping in the past had been for big ticket 
items such as televisions, gym equipment and the like. However, e-commerce is quickly becoming a 
regular shopping experience, with the overall trend in the SEA market experiencing over 5 million 
orders on an average day and in metro hubs like Singapore, everyday grocery items have become 
standard in their shopping carts. Therefore, the government should in this regard establish a nationwide 
agro-logistics network to directly link agriculture producers with retailers and wholesalers, increasing 
efficiency across the whole supply chain.   
 
The region’s average order value (AOV), or how much the consumer spends on average for each 
purchase is estimated at RM60-80 per order. It should be noted that in developed markets in the US, 
Japan and the EU, the AOV is about four times AOV in SEA. This means that there is large room for 
AOV’s to grow as the middle class and incomes rise in the medium to long term. As transportation and 
transaction costs are gradually reduced by improvements in infrastructure and logistical networking, it is 
likely that the relative number of goods in each purchase (adjusted for inflation) will increase as 
producers are able to give better and more competitive prices without having to go through middle men. 
 
Since 2015, primary ride hailing players such as Grab and Gojek have increasing moved into the food 
delivery sector, which now forms its largest revenue segment. This is a fundamental shift from its 
originally niche service that was used occasionally by small group of users. Now food delivery is being 
commonly used by professionals and families alike to order food online for everyday meals and special 
occasions. By sparing the inconvenience of travelling through humid weather and traffic congestion, 
food delivery has become ever more popular in the marketplace.    
 
According to Google Trends, queries for online food delivery brands have skyrocketed over the last four 
years, increasing 6-times in Malaysia, 13-fold in Indonesia and 8-times in the Philippines. The SEA 
market for food delivery is thus set to remain healthy despite the pandemic as social distancing policies 
will likely drive consumers towards this alternative. 
 
Among local startups, food delivery company DeliverEat is expecting revenue to grow at a CAGR of 
23.2% over the 2019-2023 period. According to Statista, an online statistics company, total revenues 
for the Malaysian market for online food delivery services is expected to reach RM599mil in 2019 and 
RM800mil in 2020. According to DeliverEats founder Leong Shar Mein, the company delivers 8,000 
meals daily in the Klang Valley and Penang and estimates that the daily market volume for food 
delivery is RM5mil. 
 

                                                             
3 https://qz.com/1849803/amazons-quarterly-subscription-sales-top-5-6-billion/ 
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The rise in logistics startups will be worthy to note, companies such as J&T logistics and Ninja Van are 
examples of how technology-driven deliveries will shape the profitability of companies in years to come. 
In line with rising e-commerce trends, these companies have fully automated and digitized their 
processes capable of delivering millions of parcels. Both these companies rely on AI to optimize their 
delivery fleets and schedules which has in turn allowed them to be established players in the market.  
 
Policy Recommendations for Delivery Fulfilment  
 
In this regard, it is recommended that the government encourage the uptake of new technologies such 
as AI and cloud computing to encourage logistics companies to streamline their delivery processes to 
ensure greater efficiency across the board. In this regard, the government can consider providing an 
extension in pioneer tax-free status to delivery companies that have been proven to use AI-technology 
in their services. In addition, the government should look into enticing such companies to establish their 
regional headquarters locally, using Malaysia’s strategic geographical position in ASEAN to our 
advantage. To do this however, logistical bottlenecks and traffic congestion must be first resolved.  
 
Now with regional deliveries becoming the norm, companies are racing to offer next and same day 
deliveries, therefore a nation that can guarantee fast and efficient modes of delivery throughout the 
region will come out on top. Increasing delivery efficiency is also an opportunity to transform the way 
consumers buy products such as groceries to unlock more avenues for economic growth.  
  
To boost the growth in these startup services, it is necessary to provide a conducive and empowering 
environment for local entrepreneurs and startups outside of the main established players such as Grab, 
smaller startups such as Foodpanda, Dahmakan and DelieverEasts in the food delivery segment and 
NinjaVan in the package delivery segment (for examples) should be encouraged to increase local 
competitive forces and improve the overall performance of the industry resulting in a healthy business 
atmosphere and greater consumer surpluses.   
 
Freight Transportation  
 
Malaysia’s road transportation sector is highly developed, with one of the best and most extensive 
infrastructure networks in the region. Malaysia’s road network covers 144,403km nationally with over 
80% of the road network paved and under the other 20% being express highways. The expressways in 
Malaysia mainly focus on connecting the conurbations and population hubs of Penang, Ipoh, the Klang 
Valley and Johor Bahru which all reside along the east coast of the country.  
 
This greatly reduces the average cost of transportation and logistics in the country which has resulted 
in most of the intercity and interstate transportation of goods being performed through road networking 
with a minority focus on train freight logistics, which moving forward, should be a focus for the 
government as railway systems and domestic sea shipping have been somewhat neglected.  
 
During the MCO, delivery trucks for essential items had been little affected however non-essential items 
such as raw materials and inputs have been disrupted due to its heavy reliance on road transportation, 
not to mention the near total shutdown in factories nationwide. This disruption on interstate road 
transport had severely affected the supply chain for non-essential goods and it would take time for the 
supply chains to resolve itself and for delivery truck drivers, it had become commonplace to undergo 
medical checks (temperature readings and evaluation of symptoms).This would lead to increasingly 
heavy delays in deliveries which would inevitably cause higher freight rates per consignment and 
overall transportation costs for the duration of the pandemic, however this may be partially offset by the 
lower petrol costs. 
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These increased transaction costs will lead to an overall cost push inflation of consumer goods across 
the board. In addition, due to the slowdown in global demand for goods, factories will face a sharp drop 
in purchase orders which might gradually pick up as the global economy recovers, endangering job 
opportunities in the trucking industry.  
 
The cost-push inflationary impact on goods in the short-term may not be fully mitigated as such 
measures are necessary to ensure the safety and welfare of the people. Therefore, short-term 
measures such as the provision of government cash transfers are important to ensuring the financial 
resilience of truck operators who in Malaysia are notoriously low-paid.  
 
In the medium-term however, as the MCO begins to lift in stages, we will see economic activity for this 
sector pick up as some semblance of economic normalcy returns, however it should be noted that this 
improvement may not be able to fully offset the impact of the coronavirus at least until 2021.  
In the long-term, Malaysia should reduce its reliance on road-transportation as the primary method of 
goods delivery, in this regard, high-speed rail (HSR) transport and seamless connectivity with port 
freight facilities should be upgraded and expanded with newer technologies to meet the growing long-
term demand for imported goods and inputs as well as cheapen transaction costs along the supply 
chain.  
 
Friedrich List, the 18th century economist had famously promoted the usage of train and rail transport 
as the best method of freight transport. Moreover, even in a contemporary sense, there are also several 
benefits of using rail over road freight transportation.  
 
According to Freightera, rail freight has four distinct advantages over truck transporting, it: 

 is more energy efficient per tonne per KM,  
 emits 60%-75% less carbon  
 carries more freight cargo at the same time and  
 is the cheapest option for long distance freight transport. 

 
Currently, Malaysia’s rail freight transportation system does not have the necessary volume necessary 
to justify the efficient transportation of goods and there are many active bottlenecks nationwide. This 
issue should be closely studied and solved as soon as possible. In this regard, the necessary public 
expenditure to ease these bottlenecks should be prioritized by the government. However, to reform rail 
transportation in Malaysia is a contentious issue and it deserves a special section on its own as it 
involves fully transforming Keretapi Tanah Melayu Berhad (KTMB) which shall be discussed in the next 
section. 
 
Rail Transportation - Reforming KTMB 
 
The reformation of KTMB must be included if we are to address the challenges facing rail transportation 
in Malaysia. According to the Auditor General’s Report 2018, the entity is a wholly owned entity of the 
Ministry of Finance (MoF) which had accumulated RM2.83bil in losses in that year alone.  
The entirety of KTM was planned to be privatized under former prime minister, Dr. Mahathir 
Mohammad during his first tenure. The privatization of KTM had however failed and was “temporarily” 
placed under the MoF to which it still sits today. For administrative reasons, KTMB had not gone back 
to the Transportation Ministry (MoT), its original ministry, despite its main function to provide 
transportation services for both passengers and freight.  
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Due to the privatization policy drafted at the time, it was decided that KTM was dissolved and broken up 
into two parts, KTMB had retained its job as rail service operator and all the prime valuable land assets 
were moved under Railway Assets Corp (RAC), a body under the MoT purely functioning to own and 
develop all the railway land, immovable assets and stations.  
 
Over the years, RAC had gone on to develop its lucrative property sites, the most cited of which is KL 
Sentral with its most famous commercial mall, NU Sentral privatized to Pelaburan Hartanah Berhad 
(PHB), a semi-private real estate company held under the Yayasan Amanah Hartanah Bumiputera 
trust, whose board of trustees comprise the top four senior Bumiputera ministers in the government’s 
administration. Despite the massive property development and investment returns from these station 
assets, virtually none had made its way to KTMB, effectively leaving KTMB the bill for the maintenance 
and upgrading works of the national train line while denying it the economic gains from the lands it used 
to own before its privatization.  
 
This had effectively neutered KTMB financially and rendered it completely at the mercy of the 
government who not only continue to fund the bankrupt historical railway company but also regulates 
the company’s ticketing price below the operationally effective price. With all these restrictions in place, 
is it any wonder that KTMB has one of the most dilapidated and unreliable systems in the country? To 
the detriment of the ordinary Malaysian citizen who suffers from delayed and inefficient scheduling 
times. 
 
To make matters worse, the space left for KTMB and other rail operators at KL Sentral is so small that 
an equivalent space of about two double track lines were being used for trains to stop for both the 
embarkation and disembarkation of passengers, leaving no space left for future expansion. KL Sentral 
had become such a massive bottleneck that it poses a massive hinderance to freight train operations 
that the only solution is to create a new by-pass line coming from Port Klang to the north and south of 
peninsular Malaysia.  
 
As the government regulates the price at which tickets are sold, it has created a situation where the 
revenue from ticket sales are grossly insufficient to pay for the operating expenditure which include 
track maintenance which by right should have been borne by the RAC, as the owners of the land 
assets.  
 
The fundamental problem here is the then “temporary” framework of having KTMB under the MoF and 
RAC under the MoT was primarily meant for the privatization of KTMB, once the privatization exercise 
had failed, this framework should have been dismantled and reverted back to the pre-privatization 
model. In order for the successful functioning of our national railway system, a solution would be for 
both entities to again operate as a single body under the MoT and not continue as two separate bodies.  
 
It is unfair that the operating company KTMB which provides an essential public service, hemorrhages 
money every year while the asset’s holding company RAC, freely makes money on its own accord 
through independently entering into property development agreements with private sector companies in 
the name of transit-oriented development, many of such projects increasing the rail travel demand 
without the responsibility of contributing to rail maintenance costs.  
 
It would be fair therefore, that as a potential solution, that KTMB be part of the development negotiation 
process and be able to benefit financially so that any increase to its rail operating costs can be offset or 
subsidized by the proceeds of the respective station development. This also falls within the larger issue 
over traffic and urban planning, as any substantial property development would eventually lead to a 
creation of new urban centers and would ultimately require efficient railway connections to service the 
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community and its demand for seamless commuting to and from city hubs. The failure of this model is 
evident in our already chaotic traffic congestion, especially along areas where train lines are actually 
available but are ignored and unutilized.   
 
Such places include rail corridors not only in the Klang Valley but also in Seberang Perai, South Johor 
and the Kajang-Putrajaya link. These are hotspots where local passenger rail services can be 
redesigned and offered as an alternative to road transport.  
 
As such, KTMB must play an active role in railway planning so that passenger and freight services can 
be designed from the start. RAC cannot be allowed to make these decisions alone as the primary profit 
motivation for RAC is from property development instead of operating a reliable and efficient national 
railway network. In this regard, KTMB should be given the prime directive and responsibility to plan any 
transit-oriented development so that it can better suit the national railway layout and strategy.  
 
At the same time, if KTMB and RAC were reverted to operate as a single but shared entity under the 
MoT, the reformed KTMB would be able to tap into its large land banks for the purpose of development 
and tap into the high potential for property revenue to cross-subsidize its passenger and freight 
operations costs. At which time, KTMB would be attractive enough for private investors to privatize and 
enhance Malaysia’s railway system beyond its current level. 
 
High Speed Rail Link Projects 
 
Despite the headwinds brought about by the COVID pandemic, a renewed push should be placed on 
HSR links with a focus on both efficient rail freight and passenger transport. Malaysia ought to continue 
the negotiations on the HSR between Kuala Lumpur (KL) and Singapore. The most recent development 
was the postponement of the project by the PH administration until the end of May 2020 with Malaysia 
agreeing to pay Singapore RM50mil in work reparations. The HSR negotiations should be continued as 
soon as possible.  
 
The economic benefit from this connectivity will undoubtedly boost growth in both passenger numbers 
and freight transportation, where Malaysian manufacturers are able to access larger markets in 
Singapore and are able to take advantage of international market links through Singaporean trade 
agreements. It should be noted that the GDP of Singapore is similar to that of Malaysia with only 20% 
of the total population, meaning that their GDP per capita is roughly 5-times that of Malaysia. This 
represents a massive opportunity for Malaysian exporters and businesses access to the city state and 
for Singaporean service firms to operate seamlessly throughout Malaysia.  
 
Despite the positive long-term benefits, there are several issues that need to be addressed. most 
notably, the HSR is expensive, estimated at RM60bil (4% of Malaysia’s annual GDP), this translates to 
a cost of over RM180mil/km, a clear outlier when compared to an average of RM84mil/km in China and 
RM118mil/km in Europe. Therefore, the most important consideration here is cost efficiency. Malaysia 
should use this opportunity to consult with the both the Singaporean government and contractors to 
bring the cost of the HSR down closer to the international average, for reference, China and Japan’s 
cost for their HSR programs range between 1.5% -2% of annual GDP, using the same measure, that 
limits the HSR project to be in the range of upwards to RM30bil or in the range between RM90mil to 
RM110mil per km4.  
 

                                                             
4 https://www.thestar.com.my/business/business-news/2020/01/04/kl-singapore-hsr-should-not-cost-more-
than-rm30bil 
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Therefore, it is necessary to either reduce the overall cost of the project or to leverage the project on 
Singapore taking on a higher share of total costs or a combination of the two, as the vast majority of the 
HSR will be developed on Malaysian soil while bringing Singapore relatively more economic benefit 
than Malaysia.  
 
Despite the heavy cost, the HSR has a number of positive economic spillover effects. Firstly, the HSR 
has a direct impact of reducing travel time, helping it win political and public support among commuters. 
There are no estimates on the initial ridership figures and the MyHSR project team only estimates a 
15.2mil annual ridership by 2030 without much scrutiny behind this figure. However, with the pandemic 
causing mass disruption in the public transportation sector, these aggressive estimates should be 
revised to account for the changing commuter landscape. 
 
Secondly, the HSR will have stations throughout the east coast, from Iskandar Puteri at the tip of Johor 
to Batu Pahat, Muar, Melaka, Seremban, Putrajaya, Bangi and Bandar Malaysia in downtown Kuala 
Lumpur. This will open up a massive inflow of foreign capital from Singapore to purchase freehold 
properties along this route as well as distributing more housing opportunities for Singaporeans to live in 
Peninsular Malaysia, allowing them the flexibility to travel for work in Singapore and to spend their 
earnings in Malaysia. A potential negative impact of this development however, is that housing prices 
along the route will increase as more capital flows in. This should be counteracted with demarcated 
zones close by such stations for low-cost high-density housing as well as limiting ownership by foreign 
nationals to no more than 50% of low-cost housing developments.  
 
Thirdly, tourist cities like Malacca will experience a rush of new tourism opportunities, currently, 
Malacca attracts 5 million foreign visitors a year, with this number expected to rise higher as the HSR 
greatly increases connectivity between the tourist hub with cash-rich Singapore.     
 
The plan to restart the KL-Singapore HSR should be done with a holistic view in mind, it should be 
accompanied with a long-term intermodal master plan that connects not only rail but access to main 
highways and ports for transshipment to fully reap the benefits of both passenger and rail transportation 
and to ensure seamless interconnectivity among all three modes. This will significantly contribute to 
economic growth nationwide and not just the KL/Singapore corridor.   
 
In addition, the pandemic has created a need for safer, less compact cabin trains to minimize social 
contact and maximize social distancing and safety. In this regard, special attachments such as hand 
sanitizers, face masks and constant monitoring of passengers are necessary to avoid the transmutation 
of the virus. Specialized seats which have separating windows may be needed to avoid air droplets 
from transmitting from person to person as well as the regular cleaning of seats and handrails. 
   
Despite the new headwinds faced as a result of the pandemic, it must be kept in mind that improved 
journey times between Singapore and Malaysia will benefit both nations, creating massive positive 
economic spillovers. At a time of dwindling government revenues however, a combined strategy of 
rallying domestic private sector equity fundraising, international investment, negotiated cost reduction 
with contractors, a nationwide infrastructure streamlining and public-private partnerships can make the 
dream of seamless connectivity between Singapore and Kuala Lumpur a reality, contributing to 
productivity for the masses and a better economic outcome for the people.   
 
Public Transportation 
 
The COVID pandemic has had a significant impact on public transportation as the use of public 
transportation has led to the contribution of the spread of the disease. The public transportation sector 
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needs to maintain a delicate balance as on one hand, many members of the public rely on public 
transportation to commute to and from their homes and workplaces and on the other, diseases can be 
easily communicable due to the enclosed spaces and close proximity within public transportation 
systems.  
 
Commuters across the world have registered a decline in commuter usage, as demand for public 
ridership has plummeted by as much as 75-85% in cities like Washington, Copenhagen and Buenos 
Aires. According to the World Economic Forum, the Washington Metropolitan Area Transit Authority 
projects losses up to US$52mil a month due to the drop in commuter-ship, waived bus fares and the 
economic downturn. 5 
 
Most notably, in Malaysia, older adults have been advised to completely forego the usage of public 
transportation and have been urged to stay or work from home as the risk of death from the illness 
increases with age. Many older individuals however, may not have the financial flexibility to use other 
forms of transport, yet they still need food and medication and many still require life saving trips to 
hospitals and dialysis appointments.  
 
Older individuals are not alone in their reliance on public transportation, many lower income individuals 
and especially millennials who have limited financial resources depend a great deal on public 
transportation. The consequential stay-at-home and social distancing policies may indeed harm the 
ability of public infrastructure networks to adequately serve the people’s transport needs. 
 
The response of public transportation around the world has been swift and uncompromising. On the 
23rd January, the entire Wuhan metro system was shut down, along with all other forms of public 
transportation including rail travel. In India, the country observed a complete nation-wide lockdown in all 
trains, buses, airlines, and rickshaws for 3 weeks, while in the Philippines, public transportation was 
placed under suspension to install additional measures of the enhanced quarantine measures. The 
situation is serious and stringent distancing measures must be implemented to ensure that the disease 
does not spread. A recent study by Chinese epidemiologists published in the academic journal 
“Practical Preventative Medicine”, found that in a closed environment with air conditioning, the 
transmission distance of the new coronavirus will exceed the normally recognized safe distance which 
can travel up to 4.5 meters and can remain in the air for up to 30 minutes. 6 
 
Most worryingly, the researchers also found that the virus can stay on surfaces for several days where 
respiratory droplets land, raising the risk of transmission. It should be noted however that these tests 
were performed when passengers were not wearing facial masks. This has prompted Chinese 
authorities to ensure the wearing of masks on all public transit platforms and regular hand sanitizer 
placement points on all cabins as well as full security surveillance and health workers on board the 
cabins to ensure that everyone sticks to social distancing rules in place.  
 
For Malaysia, we should follow the example of the Chinese public transportation authorities. In this 
regard, each cabin should be fitted with hand sanitizer fluid beside all door entry points to kill any 
harmful microorganisms on commuter’s hands who will be forced to sanitize their hands before 
embarking. In addition, there should be one “bantuan polis” officer on standby in each cabin to 
constantly ensure that commuters observe social distancing of at least 2 meters and that every 

                                                             
5 https://www.weforum.org/agenda/2020/04/public-transportation-provides-lifelines-during-covid-19-heres-
how/ 
6 https://www.scmp.com/news/china/science/article/3074351/coronavirus-can-travel-twice-far-official-safe-
distance-and-stay 
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commuter in the cabin wears a mask throughout the journey, the officer may be assisted by a team 
depending on the number of commuters.  
 
In addition, each officer should be equipped with a contactless temperature thermometer and a 
communication channel with each station to ensure that any suspected case of infection can be 
offloaded at the next available station where the individual should be forced into a special quarantine 
room and transported straight to the nearest hospital or publicly allocated quarantine zone. 
 
Despite these headwinds, public transportation should not be stopped completely as many people in 
the country rely on public transportation as their main mode of transport. Completely restricting such an 
important and reliant institutional network will cause greater hardship among the people and thus while 
it is necessary to impose restrictions for the good of the people’s safety, shutting off this important 
network is not advisable, especially when mitigating actions can be taken.  
 
Moreover, it may be wiser still to advise private businesses to encourage work from home programs, 
rotating work schedules or allowing flexibility in working times to ensure that social distancing policies 
are observed and become proactive in reducing the number of commuters to flatten the ridership curve.  
 
Maritime and Transshipment  
 
Malaysia has the 29th longest coastline in the world. The prominent ports in Malaysia, which account 
for the major share of goods traded, are, namely, Port Klang, Johor Port, Port of Tanjung Pelepas, 
Kuantan Port, Penang Port, Bintulu Port, and Kemaman Port. The Malaysian shipping industry has 
been growing exponentially over the years. The strategic location of the ports of Malaysia, coupled with 
the low cost of docking, acts as a prominent driver for the market. In addition to its geographical 
advantage, the support of numerous shipyards, ports, and terminals presents opportunities to further 
develop the maritime economy of the country.  
 
According to Mordor Intelligence, Port Klang, the largest and only free-trade port in the country, is the 
most important transshipment hub, with almost 70% of total volume being transshipment. However, 
challenges exist for the ports of Malaysia; the delay in processes in cargo businesses has been 
affecting the logistics performance of the country, resulting in Malaysian ports losing to their regional 
competitors. Singapore, which is the second-largest container port in the world, is one of the most 
globally advanced ports that can handle large amounts of cargo. In addition, the fallout of the trade war 
between the US and China has resulted in a decline in container transshipment volume across the 
Malacca Straits.  
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Source: CEIC Data 

 
As can be seen from the above chart, the escalation of the trade war between the US and China which 
began in 2016 did result in a dip in overall transshipment volume with 2017 falling by 3.2% compared to 
a year earlier. Despite the sharp dip, transshipments for 2018 have largely recovered and is trending 
higher despite global trade tensions. This is indicative of a realignment of Chinese trade relations, most 
notably with Africa and the Middle East, where 80% of China’s petroleum needs originate, therefore, 
despite the trade tensions, the Straits of Malacca will continue to play an important long-term role in 
international shipping.      
 
It is likely however that because of the pandemic, we will see a sharp decline in transshipment volume 
in the short to medium term as social distancing first hampers the ability of producers to efficiently 
produce goods for export in the short-term -symptomatic of both regional and global disruptions in the 
supply chain- and second decreases the aggregate demand for goods in our export partners as 
incomes fall and the rate of purchasing slows down. However, in the longer term, this speed bump in 
global trade flows will not impact the strategic importance of the Malacca Straits. Therefore, 
policymakers must continue to invest in greater accommodation capacity in our international 
transshipping lanes.  
 
The pandemic and the resultant MCO has disrupted normal port operations on a massive scale. At the 
end of March, it was reported that containers in Port Klang are quickly running out of space due to the 
MCO limiting the transport of non-essential goods such as raw materials and finished consumer goods. 
The Federation of Malaysian Freight Forwarders (FMFF) warning that this could be a potential time 
bomb affecting port capacity and efficiency. In addition, each container that is not delivered would incur 
demurrage, storage and removal charges which would be passed down to the final consumer. 7 
 
On the 20th April, it was further reported that containers stuck at the nation’s ports are in the process of 
being moved to third party warehouses, easing the earlier congestion caused by the MCO. However, 
this is essentially a short-term solution to a larger problem as these third-party warehouses are quickly 
seeing storage filling up as local manufacturers are unable to export their goods due to similar 
lockdowns abroad.   
 

                                                             
7 https://www.malaysiakini.com/news/516852 
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FMFF highlighted that the capacity of containers stuck at Port Klang still stands at 50-60% even as 
goods have been moved to warehouses, as the MCO had previously not allowed the transport of non-
essential goods8. There are currently still 50,000 twenty-foot equivalent units (TEUs) still stuck at the 
port with the bulk meant for construction and automotive sectors. This represents 50% of Port Klang’s 
import strorage capacity, much higher than the average storage rate of 20,000 TEUs in storage prior to 
the MCO.  
 
In addition, before the MCO, the typical rate of haul clearing was 10,000 TEUs a day, while now the 
average is 5,500 TEUs daily, due to the restrictions placed by the MCO as it requires up to 5 days for 
businesses to get MITI approval for goods and materials brought in leaving many goods stuck at the 
port and accompanied warehouses. 
 
Most worryingly was that logistics and freight forwarder companies must apply for approval from MITI to 
transport such goods; and of the 1,300 members under the FMFF, only 5% or 65 companies have 
received approval from the ministry as at the end of April. This will severely impact the rate at which 
goods can be transported and increase logistical backlogs.  
 
The recent transition to the Conditional Movement Control Order (CMCO) may bode well for shipping 
companies as the relaxed CMCO regulations had not specified logistics and freight companies as part 
of its 13 prohibited activities and may be allowed to resume operations involving the continual shipment 
of goods. The Malaysian government should ensure that any issues with logistics and freight clearing 
be resolved as soon as possible to relieve pressure on port capacity. 
 
Westports had reportedly suffered a drop in TEU throughput during the first quarter of 2020, as its 
transshipment volume fell by 8% and indicated that average throughput volume will not fully recover to 
pre-pandemic levels in 2020. The drop in volume coincided with many of Malaysia’s large export 
partners imposing crippling lockdowns or movement restrictions in the 2nd quarter of 2020 that would 
severely impact economic activities from consumption to investment, affecting all production related 
activities and is bound to have an impact on all ports worldwide9.  
 
Recommendations for Malaysian Maritime Shipment 
 
Despite Malaysian ports located within strategic locations along the Malacca Straits -where 80% of 
Asia’s trade flows through- Malaysian ports continue to play second fiddle to Singapore’s maritime 
terminals. The main challenge of Malaysia’s ports however is the lack of coordination between them, 
though this had always been the main challenge facing Malaysian ports, the pandemic has now been 
amplified the drag on Malaysia’s port transshipment potential. 
 
Two of the most important ports in Malaysia are Ports Klang (PK) and Tanjung Pelepas (PTP), off the 
cost of Singapore. Over the past few years, severe congestion and backlogs at our ports have resulted 
in large cargo losses to Singapore and neither PTP nor PK have the scale and capacity to match our 
southern island neighbor. In addition, the slow progress of capacity expansion at Malaysian ports 
means that top container shipping liners could not use them for more services compared to Singapore, 
this has shifted many service operations to Singapore. 
 
A coordinated policy would address key challenges to Malaysian ports, coupled with seamless 
connections to our rail networks would greatly help increase the speed, efficiency and attractiveness of 

                                                             
8 https://www.theedgemarkets.com/article/containers-cleared-ports 
9 https://www.porttechnology.org/news/westports-warns-of-lasting-covid-19-effects/ 
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our ports. In addition, the government must coordinate between ports to reduce the competition and the 
market cannibalization between them.  
 
In addition, the MoT should allow better access to international players to participate in international 
shipping lanes, bringing new networks and connections to our local maritime economy. The introduction 
of international players through Joint Ventures (JV) will help to bring in new capital and commercial 
interest for the expansion of current maritime port capacity.  
 
For this to happen however, the structure of the port concessions in Malaysia must change, Westports 
was given the concession for the entire terminal and is not allowed to appoint another operator to run it. 
This contrasts with PTP where with their JV with APM – the operating arm of Maersk- gives APM 
Terminals a 30% stake in the concession holder, aligning their commercial interest in the project. This 
has resulted in many large investments into the project, with PTP investing RM8.6bil over the next 5 to 
15 years to increase its handling capacity to 22.2 million TEUs by 2030.  
 
Aviation Industry 
 
The airline industry has been hit hard by the pandemic, as the pandemic wreaks havoc on holiday and 
travel plans worldwide amid movement control restrictions take over normal airport operations. As one 
of the world’s most visited countries, tourism forms one of the most key industries with Malaysia 
cementing itself as a leading aviation hub in Asia. This year however has presented an unprecedented 
challenge from the spread of the virus, affecting all players across the board.  
 
Malaysian Airports and Passenger Transport 
 
As a leading aviation hub in Asia, a record high of 100 million passengers had traveled through 39 
airports across Malaysia in 2019 where KLIA alone was responsible for over 60 million passengers. 
Airports represent the first point of entry into the country, therefore, prevention and protection measures 
against Covid-19 are being stepped up for both passengers and staff. Additional measures have been 
implemented like refined security screening, passenger handling, additional infection control measures 
and seamless inter departmental communications have been put in place to protect all people in the 
industry. 
 
These measures have increased the need for additional staffing and work schedules, increasing the 
cost of operations and reducing gross margins. Further, a potential drop in passenger numbers will not 
augur well for revenue generation and will squeeze operating margins.  
 
One should be cognizant that prior to the crisis, aviation was experiencing something of a golden period 
of growth, thriving on the back of rising consumer income and standards of living in emerging markets, 
so much so that both Airbus and Boeing had a massive backlog of orders for new planes, and invested 
heavily in its production capacity. To give this some perspective, the global travel and tourism industry 
contributed to a whopping 10.3% of global GDP in 2019, created one in four of all the world’s new jobs 
and for the previous 9 years, outpaced the growth of global GDP, this was according to the World 
Travel and Tourism Council (WTTC)10.   
 
In WTTC’s Annual Economic Impact Report (EIR), the tourism industry in the Asia Pacific region had 
contributed to 9.8% of the region’s economy and was responsible for 6.6% of the region’s total exports. 
Malaysia particularly stood out in the report as having a 6.6% growth in 2019. In Malaysia, 86% of all 

                                                             
10 https://www.theborneopost.com/2020/05/10/flights-plight-how-covid-19-rattled-travel-and-tourism/ 
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visitor spending went towards leisure and luxury. However, this had growth profile had changed rapidly, 
the very act of travelling is subject to strict regulations, with borders being closed except when 
necessary to combat the spread of COVID-19. 
 
According to the International Air Transport Association (IATA), travel restrictions will severely deepen 
the impact of the recession on travel demand and will be most felt in 2Q2020. At the beginning of April, 
it was reported by the IATA that the number of flights globally fell by 80% compared to the same period 
in 2019. This is unprecedented in air travel history, where in the space of 2 months, the entire aviation 
industry had collapsed.  
 
According to the IATA, the Malaysian aviation industry could see a near 40% drop in demand, 
representing an estimated loss of 25.5 million passengers from the pandemic.11 In addition, the aviation 
industry faces an estimated RM14bil in lost revenue this year, affecting nearly 170,000 jobs. While the 
potential impact to Malaysia’s 2020 GDP could see a loss of RM16bil from the aviation industry alone.   
 
Despite an anticipated upturn in travel demand in the 3rd quarter of 2020, as countries start lifting travel 
restrictions, the international market may prove to be slow to recover as travel anxiety grips the public 
and stringent measures linger. 
 
On the 11th May 2020, Malaysia Airports Holdings Berhad (MAHB) reported a 99% drop in passenger 
volume for the month of April, translating to 137,000 passengers in April while the first quarter of 2020 
had experienced a fall in total passenger traffic by 43% to 25.7 million. this was due entirely to travel 
restrictions globally to curb the spread of the coronavirus. Further, total Year-on-Year aircraft movement 
across MAHB’s systems declined by 92% to 7,700 in April and fell by 32% over the January-April 
period12.  
 
The decline comes amid airliners announcing complete halts to operations and this has spilled over to 
airports worldwide which depend on passengers brought in by airlines. Across Asia-Pacific, the IATA 
pointed out that the region could see total passenger demand decline by between 34%-45% based on 
a scenario where travel restrictions are lifted after 3 months, followed by gradual recovery. This 
scenario could see a revenue loss of over US$88bil (RM370bil) throughout the region over this year. If 
travel restrictions linger on for a longer period, this decline in demand will continue to worsen. 
 
MAHB had noted that the impact of pandemic was felt as soon as China imposed the near-total travel 
lockdown in several provinces, a similar scenario was observed during the SARS epidemic in 2003. 
This mostly reflects the dependence of Malaysia’s aviation industry on Chinese travelers. Immediately 
after the SARS outbreak was contained, there was a noticeable peak in passenger traffic in the two 
months following the sharp decline.  
 
Despite this, due to the contagiousness of the COVID-19 virus, the resumption of travel may be more 
muted even if the pandemic can be brought under control. Moving forward however, the rate of traffic 
recovery will by and large be dependent on the speed and extent at which the virus can be contained 
on the domestic and international level. That said, while China seems to be recovering, the level of pre-
pandemic flights to Malaysia would only resume if the contagion level in Malaysia is at a level that 
would encourage cross border travel.    

                                                             
11 https://www.theedgemarkets.com/article/malaysia-airline-industry-could-lose-us332b-revenue-due-
covid19-crisis-iata-says 
12 https://www.marketscreener.com/MALAYSIA-AIRPORTS-HOLDING-6491319/news/Malaysia-Airports-April-
Passenger-Traffic-Fell-99-30586918/ 



 

21 

 
In the short-term however, this gives MAHB a great opportunity to revamp its operational plans, execute 
company-wide optimization blueprints to ensure that they can meet their financial and operational 
requirements. This includes reviewing operational processes, rebasing and justifying costs, 
reprioritizing capital expenditure and maintain a larger conservation of cash reserves to ensure 
business continuity under difficult circumstances.  
 
On the upside however, MIDF research had stated that 2Q2020 will see a modest recovery due to the 
fact that airlines such as Air China has filed domestic schedules for the May holiday period in China 
with a similar capacity to 2019 levels, a remarkable sign of recovery. MIDF believes that MAHB’s 
containment efforts would enable passenger traffic in Malaysia to hit the 70.7 million passenger mark in 
2020 before recovering in 2021. 
 
Recommendations and the Future of Aviation Travel 
 
As the number of passengers are set to decline in the near and medium-term, many airliners are cutting 
capacity and taking emergency measures to reduce operating costs. Governments must be cognizant 
of this development, as airliners perform the vital task of linking the world’s economies together. As the 
pandemic rages on, the airline industry will need consideration for tax relief measures, reduced docking 
charges and adequate slot allocation to cope with these extraordinary times.  
 
In addition, to ensure that the airline industry in Malaysia remains afloat, it is recommended that the 
government should address the growing liquidity crisis of airliners, this requires urgent financial relief 
measures to sustain their businesses through this volatile situation. These include measures such as a 
managed renegotiation of working capital loans and inviting investor participation in struggling airliners. 
Though the end of the fight against COVID-19 is still far from sight, there are still upsides waiting for the 
industry as countries slowly start lifting travel lockdowns and movement restrictions, allowing certain 
businesses to operate as well as travel domestically under strict regulations. It could only be a matter of 
time before nations worldwide begin to open their borders. 
 
In the near to medium term, certain clues point us to a new normal, according to an April survey 
conducted by IATA, an estimated 40% of passengers in 11 countries responded that it would likely wait 
for at least 6 months or more before resuming travel, while 47% said that they would resume travelling 
in as little as one to two months. This response shows that the travel and tourism sector would only 
experience a gradual revival over the next few months as a new normal emerges before a vaccine is 
developed to inoculate billions of people.  
 
The gradual improvement will begin with a return first to domestic markets, then to nations across the 
immediate region, before expanding across international regions and finally across continents to 
welcome the return of journeys to long-haul international destinations. In addition, the survey showed 
that the recovery will come mostly from young travelers in the 18-35 age group, who appear to be less 
impacted by the virus.   
 
In this regard, the government must be prepared to increase forging international tourist networks and 
enhance current networks to ensure the survival of not only the tourism industry but also for aviation. A 
strategy to map out the road to recovery, through coordinated tourist packages and promotions and 
ensuring the safety of passengers is important so that people can begin travelling once again. 
This must be done as soon as passengers are able to travel to and from Malaysia as experience 
demonstrates that when a coordinated approach is taken, the timeframe for recovery is significantly 
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reduced, therefore public-private cooperation is crucial. However, effort must be made to avoid 
situations that can create bottle necks and thus slow down recovery.  
 
In this regard, governments must work together to coordinate and outline a set of common health 
protocols including testing and aircraft cleaning initiatives developed by both the private sector and their 
respective public health ministries. If necessary, the usage of new technologies should be encouraged 
to offer hassle-free travel in the short-term.  
 
Air Cargo 
 
Perhaps most surprisingly, in contrast to the dramatic drop in passenger demand, air cargo operations 
are surging to respond to calls to move essential supplies to tackle the pandemic. Around 40% of 
annual air cargo is transported via traditional passenger aircraft and 60% through dedicated freight 
forwarders and cargo operators which are hub focused and follow key fixed trade routes. 
 
In March however, the Association of Asia Pacific Airlines (AAPA) had reported that as at the end of 
March, the global demand for air cargo declined by 19% compared with the same month of the prior 
year, however the demand side is holding up relatively well, boosted by e-commerce and online 
purchases despite the economic disruption in many countries following measures aimed at slowing the 
spread of the coronavirus.13 
 
In addition, there seems to be a realignment of demand in consumer goods away from luxury 
consumption and towards medical supplies in which current demand is vastly outstripping supply as 
noted by Karen Walker, editor in chief of the Air Transport World publication. She mentioned that in an 
online survey during one of her seminars, 43% said that the cargo industry will return to pre-crisis levels 
while 37% believed firms should place a greater emphasis on cargo and 19% said that airlines should 
make a permanent shift towards cargo. 
 
Before the pandemic, passenger aircraft did much of the heavy listing for air cargo transport, enabled 
by the efficient distribution of the global supply chain to connect consumers with the fast moving and 
booming e-commerce market. 
 
The typical airliner makes 20%-25% of its revenue from air cargo transport, this is excluding the regular 
baggage and fittings involved in passenger travel. However, during these extraordinary times, both 
international and domestic airlines have caught onto this trend. Airlines such as Delta, Qatar Airways 
and Cathay Pacific are being chartered by freight forwarders to boost their capacity.  
 
On the domestic front, both Malaysian Airlines and Air Asia had stated that they would be mobilizing 
their passenger aircraft as a cargo-only fleet following the grounding of most passenger fleets during 
the past months mainly to fulfill pharmaceutical and medical supply needs domestically.14 In addition, 
Air Asia has introduced a blockchain-based air cargo service known as Freightchain in April to boost 
their air cargo capacity and will be made a permanent feature for the group’s key operating channels15. 
A key positive side effect of this mobilization is that airliners can minimize the maintenance and 
operational effects of simply parking aircraft in docking bays. 

                                                             
13 https://asianaviation.com/covid-19-airlines-look-to-keep-some-planes-flying-by-pivoting-from-passengers-
to-cargo/ 
14 https://themalaysianreserve.com/2020/04/27/cargo-keeps-airlines-afloat/ 
15 https://www.theborneopost.com/2020/04/18/airasias-teleport-launches-worlds-first-digital-air-cargo-
network-freightchain/ 
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It should be noted that passenger aircraft are only able to carry a fraction of dedicated freight aircraft 
carriers, as passenger aircraft is outfitted with heavy interior fixtures (shown in the graphic below). As a 
result, in normal economic times, the cost of mobilizing passenger aircraft to carry cargo is not always 
economically feasible. 
 

 
 
Despite the slimmer margins from operating normal air cargo logistics, the collapse in the price of oil 
has made it cheaper and more economical to use passenger planes as air cargo, thus allowing airliners 
to make the shift from passenger to freight aircraft.  
 
Recommendations for the Air Cargo Industry 
 
Malaysia has potential to tap into this new near-term surge in the air cargo market, as evidenced from 
the USA. It was reported that during the pandemic, the busiest airport in the world was in Anchorage, 
Alaska, due to the strategic location of the airport as being a stopping point for goods to travel from 
Asia to the USA, with more aircraft refueling at Anchorage than there are in London and Dubai 
combined, two of the world’s largest passenger airports.16 
 
In this regard, as Malaysia rests on one of the stopping points in the ASEAN region to Australia, India 
and China, more could be done to coordinate with international air freight companies to keep air cargo 
going, potentially bringing in more docking volume during the pandemic, especially since Malaysia has 
an ample number of airports available for use.  
 
Therefore, Malaysian authorities should increase the efficiency at which docking permits are given 
approvals, perhaps an unlimited short-term approval during the pandemic, cutting the paperwork for 
charter operations. Special quarantine measures for air cargo and crew be standardized and exempt 
from the rules of the general population, as well as coordinating such regulations properly to avoid any 
delay which can potentially hamper the movement of cargo flights -many of which carry vital medical 
equipment. As well providing adequate on-the-ground infrastructure to support heavier ground 
operations.  
 
To keep cargo flights operating safely, airlines need access to alternate airports along their routes, 
because of a sharp drop in passenger flights, some airports are being used to store unused planes, 
making it difficult to keep these lanes open. Therefore, a coordinated effort by governments and its 
airports are necessary to keep cargo airports operational, if not the global air cargo network cannot 
function as normal and vital shipments are put at risk. 
 
 
 
 

                                                             
16 https://www.ktva.com/story/42088315/anchorage-airport-takes-spot-as-worlds-busiest-during-coronavirus-
pandemic 
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Final Thoughts 
 
Despite the global disruption caused by the pandemic, it offers an opportunity for Malaysia to realign its 
priorities and highlights the need to revamp and upgrade its coordination between several modes of 
logistics and transportation.  
 
Though several recommendations included in this report require large scale realignments and high 
short-term political costs, it is necessary in the long term that such institutions are revised, to transform 
Malaysia from a low-middle income nation into a nation on the path towards a high income status. It 
must always be kept in mind that a well-connected and efficient infrastructure and logistics system will 
translate into greater efficiency in productivity and thus boost national income.  


