Abstract

The coronavirus disease 2019 or Covid-19 pandemic has affected many operations worldwide.
This predicament also owes to the lockdown measures imposed by the affected countries. The
total lockdown or partial lockdown devised by countries all over the world meant that most
economic activities, be put on hold until the outbreak is contained. The decisions made by
authorities of each affected country differs according to various factors, including the country’s
financial stability. This paper reviews the impact of Covid-19 pandemic on maritime sectors,
specifically shipping, fisheries, maritime tourism, and oil and gas sector. The period of this
study covers economic activities between the month of January towards the end of July 2020.
Also discussed in this journal, is the analysis of the potential post-outbreak situation and the
economic stimulus package. This paper serves as a reference for future research on this topic.
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1. Introduction

Novel Coronavirus or Covid-19 was first discovered in Wuhan, China on 31 December 2019
(World Health Organization, 2020). Since the first outbreak in Wuhan, the number of cases has
spiked in that region. The Chinese government imposed a lockdown for the entire region to
contain the spread of this contagious virus. Whilst China reached peak Covid-19 cases of
around 80,000 cases at the end of February 2020, other countries around the world had just
discovered and learned about Covid-19 cases in their respective countries. Most countries
realised the presence of Covid-19 between the end of February and the middle of March 2020.

Despite some early calls for every country to implement control measures to contain the spread
of the coronavirus, considering the chaotic outbreak experienced by the Chinese government,
the outbreak has spread faster than most people expected. On 11 March 2020, the World Health
Organization (WHO), declared the Covid-19 outbreak a pandemic based on assessments and
the increasing number of cases globally(118,000), at that time with 144 countries affected
(World Health Organization, 2020). As of early April 2020, the highest cases recorded was in
the United States of America (USA), amounting to 215,344 cases followed by Italy and Spain
at 110,574 and 104,118 cases respectively (Worldometer, 2020). At that point in time, the
outbreak had affected 203 countries and two international conveyances, with 939,131
confirmed cases and 47,331 deaths. This was the worst outbreak in the world since 1990,
besides posing a higher magnitude than the Ebola outbreak in 2014, which largely affected
west Africa (Bowles et al., 2016; Huber et al., 2018). There were several actions implemented
by the affected countries to contain the virus, including imposing total lockdowns, partial
lockdowns, and movement control orders. These measures were not economically friendly.
The managing director of the International Monetary Fund (IMF), Georgieva (2020) in her
speech stated that retail, hospitality, transport, and tourism might face substantial
consequences. In fact, Georgieva (2020) foresees a severe economic impact arising from the
pandemic; “It is already clear, however, that global growth will turn sharply negative in 2020,
as you will see in our World Economic Outlook next week. We anticipate the worst economic



fallout since the Great Depression”. Furthermore, she stated that 170 countries might face
negative per capita growth.

Moving on from the alarming declaration by the IMF managing director, this study is aimed at
reviewing the impact of the Covid-19 outbreak on developing countries, such as Malaysia. In
particular, this article will focus on the impact during and post-Covid-19 outbreak.

Looking at the reliance of the Malaysian economy on maritime sectors, it was certain that the
pandemic would have serious implications on individuals and organisations. Besides that, this
study also looks into the economic stimulus packages that were introduced to ensure the
sustainability of business sectors. Figure 1 illustrates an overview of the study.
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Figure 1: Overview of the study

2. Covid-19 scenario in Malaysia

In Malaysia, the first confirmed case of Covid-19 was recorded on 25 January 2020, involving
three Chinese nationals. Responding to these cases, the Covid-19 patients were treated and
isolated at a hospital in Johor Bharu (Raghu, Bloomberg, 2020). These confirmed cases were
considered under control as all businesses and operations were conducted as usual. The first
Covid-19 case involving a Malaysian was recorded on 4 February 2020 (Abdullah, 2020;
Bernama, 2020), which took Malaysia’s cumulative Covid-19 cases to 10 cases.

On 16 March 2020, the movement control order (MCQO), was announced by the prime minister
of Malaysia following the increase in number of positive Covid-19 cases. The MCO was
effective from 18 to 30 March 2020. The number of positive Covid-19 cases during the date of
the announcement, was at 553 (Ministry of Health, 2020). Under the MCO, six main orders
were enforced; i) prohibition of any mass gatherings, ii) prohibition of movement of
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Malaysians from going abroad, iii) prohibition of movement of foreigners into Malaysia, iv)
closure of all schools and kindergartens, v) closure of higher educational institutions and skills
development centres, vi) closure of all government and private premises except for those
involved in essential services (Prime Minister of Malaysia speech, 16 March 2020). The first
phase of MCO was initially until 30 March 2020 but ended up being extended several times
until 12 May 2020. To strike the balance between public health concerns and economical needs,
on 1 May 2020, the prime minister announced the conditional movement control order, or
CMCO. The CMCO phase, which took effect on 4 May 2020, allowed the majority of
economic sectors to begin operations, subjected to strict Standard Operational Procedures
(SOP) (Prime Minister Office, 2020). However, businesses and other recreational activities that
involve mass gatherings were not allowed.

Following this, recovery movement control order (RMCQO) was introduced, owing to the need
of striking balance between economical needs and public health. The choice to implement the
RMCO was discussed carefully and decided based on the low number of daily cases (19) on 7
June 2020. This RMCO measure was supposed to take place from the tenth of June until the
end of August 2020. During this phase, most activities and business operations are allowed,
but have to adhere to the Covid-19 SOP outlined by the government. These include maintaining
a physical distance of one meter, wearing a face mask in close public premises, and the
requirement of temperature taking before entering any premises. Adding to that SOP was the
recording of details, such as name and contact number via MySejahtera - an application
developed by the government of Malaysia, that helps the authorities in conducting contact
tracing in the event of a new Covid-19 case (MySejahtera, 2020). Table 1 summarises the
MCO, CMCO and RMCO implemented by the Malaysian government, including the durations,
announcement date and number of cases. The ‘Number of cases’ column consists of the number
of daily cases with total number of cases (in parentheses), followed by the number of ‘active’
cases - after subtracting the number of recovered cases.

Table 1: Covid-19 control measures in Malaysia

Covid-19 Period Announcement Number of References
measures date cases
MCO Phase1 ~ March 18 to March 16, 2020 125 (553) (Prime Minister Office, 2020)
March 30, active: 511
2020 (2 weeks)
MCO Phase 2:  April 1to April  March 25,2020 172 (1796) (Prime Minister Office, 2020)
1%t extension 14, 2020 (2 active:1578
weeks)
MCO Phase 3:  April 15 to April 10, 2020 118 (4346) (Prime Minister Office, 2020)
2" extension April 28, 2020 active: 2446
(2 weeks)
MCO Phase 4:  April 29 —May  April 23, 2020 71 (5,603) (Prime Minister Office, 2020)
3 extension 4,2020 (1 active: 1966
week)
CMCO May 4 — May May 1, 2020 69 (6071) (Prime Minister Office, 2020)
12 active: 1758
(1 week)
CMCO 2 May 12 —Jun 9, May 10, 2020 67 (6656) (Prime Minister Office, 2020)
(Itextension) 2020 (4 weeks) active: 1523
RMCO Jun 10 — Aug Jun 7, 2020 19 (8322) (Prime Minister Office, 2020)
31, 2020 active: 1531




3. Maritime industry

Kwak, Yoo, & Chang (2005), classified the maritime industry into four main sectors, which
are i) marine transportation, ii) harbour, iii) fisheries and marine products, iv) shipbuilding and
other marine transportation. In Malaysia, maritime sectors play a vital role in improving the
local economy. Malaysia’s oceans serves as host shipping routes, providing a medium for
potential economic activities, such as transportation, tourism, shipbuilding and ship repairing,
and port services (Kaur, 2015). This sector contributes to 40% of Malaysia’s gross domestic
product, where 15% is from oil and gas, followed by fisheries at 9.4% (Hamzah, 2019). The
remaining percentage accounted for maritime-related sectors including tourism. The most
important maritime sectors according to economic contributions are; i) ocean and coastal
shipping, ii) shipbuilding and ship repairing, iii) port services, iv) oil and gas, v) fisheries, and
vi) naval defence and other enforcement agencies (Saharuddin, 2001). However, the last sector
(naval defence and other enforcement agencies), was cited by Saharuddin (2001) because of
its public contributions, and not from direct economical perspectives. In Malaysia, maritime
industry classification is still ambiguous. For the purpose of this analysis, this study will focus
on four maritime sectors: i) shipping, ii) oil and gas, iii) fisheries, and iv) maritime tourism.

3.1 Shipping sector

Malaysia’s strategic location with coastal lines, has been regarded as added value to its
development and prosperity. Malaysia hosts the Strait of Malacca, one of the most important
shipping lanes in the world. This strait is considered to be among the most heavily used straits
for international navigation, with more than 80,000 ships traversing these sea lanes annually
(Mohd Zaideen et al., 2019), carrying an estimated 25% of the world’s traded goods. This has
allowed Malaysia to place itself firmly as a major world transhipment hub, with a regular port
of call for different types of vessels. VLCC, tanker vessels, LNG carriers, cargo vessels,
container vessels, bulk carriers, passenger vessels, and fishing vessels are among vessels that
navigate the strait in accordance to the analysis of the vessel characteristics reporting to the
ship reporting system, STRAITREP (Marine Department Malaysia, 2020). Government-
owned ports, such as Port Klang and Port of Tanjung were ranked 12" and 18" among the
busiest ports in the world (World Shipping Council, 2020), a witness to Malaysia’s distinction
in the maritime sector. The merit of shipping and port division has contributed to the expansion
of the Malaysian economy, hence making Malaysia a developing maritime nation.

Malaysia depends greatly on the seas to facilitate its trade while providing lots of economic
opportunities to the coastal communities. Many economic activities are carried out at sea, and
the sector has also provided a potential source of employment and career opportunities.

Covid-19 pandemic is affecting world shipping businesses and markets in terms of growth and
fleet development. The collected data from a global network of Automatic Identification
System (AIS) receivers, shows a depletion in world shipping activity from the month of March
to June 2020, when the most severe restrictions were enforced. These restrictions produced a
variation of mobility quantified between —5.62% and —13.77% for container ships, between
2.28% and —3.32% for dry bulk, between —0.22% and —9.27% for wet bulk, and between
—19.57% and —42.77% for passenger ship (Millefiori et al., 2020). Like many other countries,
Malaysia has also responded to the pandemic by imposing lockdown measures and restricting
movement. Putting the country into lockdown caused demand to drop across the board, and



lead to disruption of transportation networks encompassing the maritime sector specifically the
port and shipping sector, rail, air, and trucking industries (Loske, 2020). It is reported
that Malaysia’s exports decreased by 25.5%year-on-year in May 2020 - the hardest decline
since May 2009, while imports dropped by 30.4% year on year (BERNAMA, 2020). The
Covid-19 pandemic has also showcased the flaw of port efficiency and hinterland connectivity
in Malaysia’s response to crises. For example, vendors fail to pick up their cargo at port due to
the closure of their warehouses, and some ports have reduced workforce, which exacerbates
the cargo congestion. The shortage of workers is taking a toll on global shipping with
interruptions in transit, delays, and accumulation of cargo both at the origin and destination
ports. This has indirectly caused interference to the supply chain, especially on the movement
of essential goods like food and medical supplies. Also during the MCO, the movement of
goods has been rather limited, which then results in the high stacks of containers for non-
essential goods, especially in Port Klang as reported by the Federation of Malaysian Freight
Forwarders (Shankar, 2020). Problems like this often lead to port disruptions apart from the
slowdown in supply chains, thus interrupting all links of international trade.

International trade plays a large role in the Malaysian economy. Malaysia mainly exports
electrical and electronics (E&E) products and commodity-based products, especially
petroleum, crude petroleum and rubber products (Department of Statistics Malaysia, 2020).
One of Malaysia's main trade partners in 2019 was China with 14% of total exports. The slump
in demand for goods from China is generating a ripple effect on everything from container
ships to oil tankers (Berti, 2020). These challenges have weakened the efficient movement of
trade flows and supply chain operations worldwide, which can significantly erode the transport
services trade liberalisation and trade facilitation gains achieved over the years (UNCTAD,
2020). As a result of that, Malaysia's total trade is expected to register a decline due to softer
global demand caused by unfavourable economic conditions during MCO. Although the
shipping sector is regarded as essential services, and was allowed to operate, Malaysia
Shipowners’ Association (MASA) chairman, Datuk Abdul Hak Md Amin, mentioned that
shipping companies suffered heavy losses during the MCO, with an average potential short-
term loss of between RM15 million and RM30 million for normal operations due to the decline
in revenue (Malaysia Shipowners' Association, 2020). The decline in trade during the pandemic
was similar in other regional countries, such as Singapore, Thailand, and Indonesia. This
decline fuelled the prediction that many jobs would be wiped out by the downturn brought by
the pandemic. The increase in unemployment would further prolong the downturn in economic
activity. In fact, due to control measures and travel restrictions, there are 300,000 seafarers
stranded at sea because of the crew change crisis (International Transport Workers Federation,
2020). Despite all that, Malaysia still relies on shipping operations for the supply of Covid-19
personal protective equipment (PPE), which received increased demand during the pandemic.

Malaysia’s shipping industry is still battling to cope with the fragility of the global supply
chain. What shipping will look like post-Covid-19 is unpredictable as Malaysia enters the
RMCO phase up until August 31, 2020. Governments are called upon to assist and provide
financial support for businesses that have been impacted by the Covid-19 outbreak.

3.2 Oil and gas sector

The operating locations of the oil and gas exploration and production activities are concentrated
near Kelantan and Terengganu, two states in the East Coast region of Peninsular Malaysia
(PricewaterhouseCoopers, 2015). The other two operating areas are Sabah and Sarawak on the
island of Borneo. Figure 2 illustrates the demand for petroleum products across different
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sectors in Malaysia. It can be observed that petroleum products are largely consumed for
transportation. Indeed, the amount of petroleum products consumed for transportation did not
display a drastic change for more than 20 years.

However, the implementation of MCO has drastically reduced the usage of automobiles,
industrial activities, shipping, and transportation. This impact was immediately felt by
Malaysia’s oil and gas sector. The drop in demand was estimated to be more than 30% in April
2020. Lack of physical demand for crude oil quickly resulted in the plunge of oil prices. LNG
prices, which were already under pressure from weak fundamentals, have also fallen further as
working from home arrangements has caused a sharp decline in the usage of electricity in
Malaysia. Towards the end of mid-June 2020, the lockdown restrictions began to ease and the
slow return of the market to normal conditions is underway. The same occurrence was observed
for the oil and gas sector as demands increased across the world where it was mostly utilised
for transportation purposes. Covid-19 pandemic has impacted the world’s crude oil price per
barrel, due to low consumption from lockdowns and restricted movement around the world.
The decline in oil consumption was attributed to the low consumption used domestically and
in commercial transportation, including international flights. It is reported that the Brent crude
oil price plummeted by 30%, the sharpest drop since the Gulf War in 1941, to around $34 per
barrel (Scheneider & Domonoske, 2020).

1997 Energy consumption

W Transport

M Industry
Residential and commercial
Non-energy use

M Agriculture

2017 Energy consumption

B Transport
M Industry
Non-energy use
Residential and commercial

M Agriculture

Figure 2: Malaysia’s energy consumption according to sector (Sources: Energy Commission,
2019)



Until early April 2020, none of the Malaysian oil and gas companies issued a statement on
employee layoff. This may be due to the fear of public backlash. Having said that, Aker
Solutions, a Norway based company, which has operations in Malaysia had declared a plan on
employee sanctions to reduce the company’s costs. In their statement, they mentioned about
staff reduction, which will involve the company’s Malaysia branch in Port Klang. Subsequent
to this, Shahril Samsudin, Chief Executive Officer of Sapura Energy Berhad, a multinational
oil and gas company in Malaysia, has been reported to introduce fifty steps in cost reductions.
These include a 50% salary cut for higher management with immediate effect, and reduction
of manpower (Malaysia National News Agency, 2020). Recently, Sapura Energy CEO had
announced to lay off 800 of their workforce as one of the cost reducing steps (Aziz, 2020).
Another major oil-related multinational company, British Petroleum (BP), cut 15% of its
workforce equivalent to 10,000 out of the total staff worldwide (Nasralla & Bousso, 2020).
This staff reduction will involve BP staff worldwide including Malaysia, which will take place
by the end of 2020. On top of that, BP CEO had reported shifting to renewable energy following
the severity of the coronavirus crisis. Based on the current scenario of MCO and lockdowns
around the world, the oil and gas sector will only be able to recover once the pandemic is over.
Given the projection of the cease in Covid-19 cases is expected to be after six months, or until
the end of 2020, this sector will not recover anytime soon. While most countries shut their
borders, demand for petroleum products mainly from transportation will remain stagnant.

3.3 Fisheries sector

Malaysia lies on the shallow continental Sunda Shelf, which is a productive area for marine
biotic resources that local fishers have harvested for centuries (Forbes, 2014). The shallowness
allows the rays of the sun to penetrate the depth of the waters, hence generating the growth of
plankton, which is a natural diet for many types of fish (Rusli, 2012). The marine fisheries
industry in Malaysia contributes extensively to the national Gross Domestic Product (GDP) as
well as to the national economy in terms of income and foreign exchange. This sector generates
employment, provides sources of protein for food, while contributing to the Malaysian
economy locally and through the export potential (Solaymani & Kari, 2014). A study on
fishermen in east coast Malaysia indicated that 70% of their household income came from
fishing (Solaymani & Kari, 2014). In addition to that, fishing has been the sole source of
income and food for island communities in Malaysia (Islam et al., 2017). The total export value
of fish and fishery products in 2017 were RM3.157 billion or $738 million (Department of
Fisheries Malaysia, 2017), while the import value was RM4.34 billion or $1.01 billion. The
total fish consumption recorded in the same year was 35.4kg per person per year (Fish
Development Authorities Malaysia, 2016). From a global perspective, the fisheries sector is
highly driven by international trade. Therefore, the closure of some country borders severely
affected the import and export activities (Food and Agriculture Organization of the United
Nations, 2020). Furthermore, the lockdown imposed by most countries affected by the
pandemic, had reduced the demand for fish products, especially from restaurants, hotels, and
other tourism attractions.

Looking at the import and export values of the fisheries sector in Malaysia, this sector is
dependent on global trade. Therefore, the control measures imposed by many countries had
restricted international trade. In other words, there will be a drop in earnings from fish and
fishery products exported to other countries, and disruptions of supply from the imported fish
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and fish products due to the closure of the borders. For instance, in mid-February 2020, the
seafood export from Malaysia to Singapore was already down by 50% (Aruno et al., 2020).
From another perspective, local consumers have to shift their consumption from a combination
of local fish and imported fish to focusing on local fish. This disruption of export and import
activities predominantly affected the income of fishermen from the first until the fourth phase
of MCO (refer Table 1). In the first phase of MCO, the income of Malaysian fishermen declined
by 50% due to the fear of them being contracted by Covid-19 virus, adding to the low demand
by Malaysians who preferred to spend more time at home during this phase (Berita RTM,
2020). It was found that the small scale fishermen were most affected by the pandemic,
especially those residing in the island far from access to larger communities (Jomitol et al.,
2020). The price of fish sold to the middle person was reported to be 50t070% lower than
before the implementation of MCO (Jomitol et al., 2020). Moreover, there are 33% of fisheries’
sector workers in Malaysia reported to have lost their job as a result of slow demand of fish
and fish-related products (Waiho et al., 2020).

The demand for fish and fish-related products from local consumers may have improved since
the announcement of CMCO, which took effect from 4 May 2020. However, the earnings from
exported fish and fish-related products will require more time to recover as some of the main
exported countries, such as the Republic of Iran and the United States of America are currently
battling the pandemic (Worldometers, 2020).

3.4 Maritime tourism

Maritime tourism or also known as marine tourism or coastal tourism, is referring to the
activities comprising of sea transportation such as cruising, beach activities, scuba diving,
snorkelling, fishing sport, and other recreational activities that occur in the marine environment
(Kizielewicz, 2012). In Malaysia, islands are among the most popular maritime tourism spots
(Mapjabil et al., 2015). Tourism value earned through Redang Island marine park alone was
recorded at RM10.1 million annually. Out of all the tourists that visit Redang Island marine
park, more than 40% are foreigners while the rest are local tourists (Marine Park of Malaysia,
2017).

Malaysia hopes to see a soar in the tourism industry in the year 2020 through the Visit Malaysia
2020 campaign, but all hopes have been turned upside down since the pandemic hit China. The
chief executive officer of Malaysia Hotel Association estimated more than 60% losses. Wage
cut and unpaid leave were executed for companies to survive through this pandemic. However,
the same could not be done by a smaller company (Bethke, 2020). In general, 50% of foreign
tourists are mainly from Singapore and China. Thus, the pandemic, which initially took place
in China, had caused a huge drop in the number of tourists to Malaysia (Foo et al., 2020).
Around 170,000 hotel bookings had been cancelled from early January to the middle of March
2020, which caused a total loss of RM68 million (Foo et al., 2020). This figure did not include
the amount of losses preceding that period until CMCO was implemented. In regard to this, it
is reported that many hotels had ceased operations which led to countless hotel staff being left
unemployed. According to the report of The Star Malaysia, a sample size of 56,299 workers in
the hotel industry was taken and found that 2,041 staff were laid off while 9,773 (17%) were
asked to take unpaid leave, and 5054 (9%) got pay cuts due to the pandemic (Karim et al.,
2020).



The announcement by the prime minister to reopen local tourism had provided hope to this
sector (Prime Minister Office, 2020). Despite the country’s border remaining closed due to the
pandemic, the surge in domestic tourism showed a positive sign in this sector. In general,
domestic tourism can be described as people travelling within the country. According to
the Department of Statistics in 2019, a total of 239.1 million domestic tourists were recorded
with a growth of 8.1% as compared to the previous year in 2018(RM221.3 million). There are
various domestic tourism campaigns initiated by the Ministry of Tourism as other agencies
offer discounts and promotions to attract more local tourists (Ministry of tourism arts and
culture Malaysia, 2020; New Straits Times, 2020; The Star, 2020). As such, the recovery plan
is essential for the improvement of domestic tourism in the country. The government has
taken efforts to boost domestic tourism in Malaysia, such as encouraging Malaysians to
travel domestically. The closing of the border had put Malaysia into two scenarios. First,
Malaysia might lose profit from foreign tourists, but at the same time, Malaysians had no choice
except to spend their vacation in Malaysia. This eventually will improve the economy.
Nevertheless, opening the border would not be an option at the moment as many countries are
still struggling to contain the pandemic with higher Covid-19 cases reported daily. Looking at
this situation, maritime tourism has to rely solely on local tourists to compensate for the drop
in foreign tourists.

4. Economic stimulus package

The Malaysian government has introduced economic stimulus packages to ease the burden of
individuals and business organisations affected by the Covid-19 pandemic. In general, the
stimulus packages serve three main purposes; to protect the rakyat (nation), support businesses,
and strengthen the economy as summarised in Table 2-5.

Table 2: Stimulus package towards protecting the rakyat (nation)

e One-off cash assistance between RM500 to 1600 with an allocation of RM10
billion based on household earnings.

e One-off cash assistance of RM200 per student with the total support of RM270
million.

e One-off RM500 cash assistance for E-Hailing Drivers

e One-off cash incentive of RM600 in April 2020 for active taxi drivers, tour bus
drivers, tour guides and trishaw drivers registered since 31 December 2019.

e One-off cash assistance of RM500 for more than 1.5 million civil servants in Grade
56 and below, including contract workers and 850,000 pensioners.

e Special monthly allowance of RM600 for medical personnel directly involved in
curbing and preventing the outbreak.

e Special monthly allowance of RM200 for the military, police, customs,
immigration, firefighters, Civil Defence Forces, and The People’s VVolunteer Corps
(RELA), who are directly involved in enforcing the MCO.

e RM25 million towards food assistance, healthcare, and shelters, with a total
allocation for vulnerable groups such as senior citizens and children in shelters, the
disabled, homeless, and orang asal (aborigines).

e A six-month moratorium from financial institutions.




mySalam hospitalisation benefit for low income group (B40) patients infected with
COVID-19 and patients under investigation (PUI) with income replacement claims
of RM50 per day for a maximum of 14 days.

Private Retirement Scheme (PRS)- pre-retirement withdrawals from Account B of
PRS, up to RM1,500 per member are allowed without any tax penalties between
April and December 2020.

RM110 million allocated for the salaries of contract service workers under
government contracts during MCO, such as cleaning and supplying food in
government agencies.

Exemptions and Postponement on Housing and Business Premise Rentals owned by
the federal government.

Tiered discount system for households is introduced. The discounts range between
15% and 50% according to electricity usage, with a maximum of 600 kilowatts per
month.

Telecommunication service incentives - free internet services to all customers during
the MCO period starting 1 April 2020, involving a value of RM600 million.

Source: (Ministry of finance, 2020; Prime Minister Office, 2020)

The first aim, protecting the rakyat, is designed to reduce the burden of the nation affected by
the pandemic through one-off cash aids. Other efforts include providing special monthly
allowances to motivate frontliners directly involved in combating the virus, as well as towards
various agencies assigned in enforcing MCO. There is also a moratorium offered by banking
institutions for six-month periods on specific loans.

Table 3: Economic stimulus package towards business sector

Additional fund of RM4.5 billion to assist Small Medium Enterprises (SMES),
including micro-entrepreneurs.

RM2 billion Special Relief Facility, to assist the cashflow of affected SMEs.
Employers are allowed to defer, restructure and reschedule employer contributions
to the Employee Provident Fund (EPF) for up to 6 months.

Moratorium on loans repayment from TEKUN Nasional, Majlis Amanah Rakyat
(MARA), as well as other cooperatives and government agencies providing financing
facilities

Social donations in collaboration with Islamic banking institutions and the State
Islamic Religious Council will be channelled in the form of initial capital for micro-
entrepreneurs using zakat funds and matched with microfinancing at affordable rates.
RMB50 billion guarantee scheme up to 80% of the loan amount for financing working
capital requirements.

Stamp duty exemption of 100% will be given on loan agreements arising from such
restructuring and rescheduling of business loans.

Bank Simpanan Nasional offers a RM200 million micro-credit scheme for companies
in the tourism sector and other affected sectors at an interest rate of 4% where
repayment of instalments begins after 6 months of disbursement of the loan.
Malaysia Airport Holdings Berhad (MAHB) provides rebates on rental for premises
at the airport as well as landing and parking charges.

The government allocates RM500 million for; travel discount vouchers, tourism
encouragement in Malaysia through matching grants, tourism promotion to stimulate
the tourism sector.
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Relaxation of existing guidelines by the government on limiting the use of hotels to
government events.

In the event of job losses, the Employment Insurance System (EIS) fund will assist
retrenched workers, with the fund amounting to RM1.1 billion.

Provision of Human Resource Development Fund (HRDF) with a matching grant of
RM100 million on a one to one basis. The fund will prioritise training for sectors
affected by COVID-19.

RM50 million to provide a subsidy towards financing short courses, particularly in
digital skills. This will benefit 100,000 people.

RM20 million to fund short courses conducted by the 13 state skills development
centres (SSDC). The funding will focus on Technical and VVocational Education and
Training (TVET) skills training. This will benefit more than 1,600 trainees working
with manufacturing companies.

RM40 million grant towards helping small and medium enterprises involved in
agriculture and food productions such as enabling fishermen to sell directly to
consumers and other initiatives.

Revising the limit of procurement to expedite the procurement process and increase
business activities by enhancing the current procurement process.

The government will promote private sector investments in innovation and new
growth opportunities, by co-investing up to RM500 million through Government
Linked Investment Companies (GLIC) alongside private investors in early and
growth stage of Malaysian companies.

RM1 billion for Food Security Fund through various assistance to farmers and
fishermen, including agricultural inputs to increase domestic production.

RM100 million for the development of infrastructure for food storage, food
distribution, and crop integration programmes.

RM100,000 to RM200,000 for viable farmers’ associations and fishermen’s
associations. This is to develop agrofood projects that are capable of generating
income within three to six months.

Wage Subsidy Programme: to assist employers in retaining their workers where the
government provides a monthly salary of RM600 to every employee for three
months.

Electricity Bill Discounts -15% discount on electricity bill for the tourism sector as
well as a 2% discount for commercial, industrial, agricultural and household sectors
in Peninsular Malaysia beginning 1 April 2020.

Source: (Ministry of finance, 2020; Prime Minister Office, 2020)

The second aim, supporting businesses, listed out stimulus packages for all business sectors
(Table 3). Among these initiatives are financing facilities for all SMEs, a moratorium on loan
repayment, and other grants to encourage business sustainability. From the listed packages,
there are several efforts directly focused on the fisheries sector. These include a RM40million
grant to enable fishermen and other agriculture businesses to sell their product directly to the
consumer, RM1 billion towards Food Security Fund through various assistance to increase
domestic production, and RM100,000 — 200,000 for development of agro-based products
towards farmers’ associations and fishermen’s associations. These initiatives not only to ensure
the survival of fishermen, but also help to achieve food security in Malaysia.
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Apart from the fisheries sector, there are various initiatives concentrated on supporting the
tourism sector. These include microcredit facilities with a 4% interest rate with delayed
repayment of instalment, and 15% discount rates for electricity bills for the tourism sector.
Besides that, a RM500 million government provision for travel discount vouchers, tourism
encouragement in Malaysia through matching grants, and tourism promotions. This will boost
local tourism after three months of close down. Further, the Malaysia government has also
introduced some initiatives aimed at strengthening the economy. Apart from upgrading current
facilities, it is expected to provide more work for local companies.

Other than that, there are some tax-related initiatives introduced to benefit individuals and
business sectors (Table 5). For instance, individual and business firms are eligible for
postponement of income tax payment. Tax deduction on the purchase of PPE will ensure staff
safety is taken care of by the employer. To encourage international shipping business
participation, companies that established and operate business in Malaysia are granted double
tax deduction. If we look closely at the tax initiatives, there is an exemption of individual
income tax on local tourism spend to encourage local tourism. Table 6 presents specific
economic initiatives for maritime sectors in the study.

Table 4: Stimulus package towards strengthening the economy

e RM2 billion allocated to domestic investment through several small projects such as
improving roads, upgrading schools, and upgrading tourism facilities benefiting
contractors from G1 to G4 class.

¢ Implementation of all projects allocated in the 2020 Budget including East Coast Rail
Link (ECRL), Mass Rapid Transit Line 2 (MRT2) and the National Fiberisation and
Connectivity Plan (NFCP).

e Securities Commission and Bursa Malaysia will waive their listing fees for 12
months, for companies seeking a listing on the Leading Entrepreneur Accelerator
Platform (LEAP) or Access, Certainty, Efficiency ACE Market.

Source: (Ministry of finance, 2020; Prime Minister Office, 2020)

Table 5: Tax-related initiatives

e Port operators will be given import duty and sales tax exemption on imported or
locally purchased equipment and machinery directly used in port operation from 1
April 2020 to 31 March 2023.

¢ International shipping companies that established and operate business in Malaysia
are given double tax deduction on pre-commencement expenditure for setting up
regional offices in Malaysia.

o Exempt payment for HRDF levy across all sectors for six months beginning April
2020.

e Postponement of income tax instalment payments to all SMEs for three months
beginning 1 April 2020.

e Tax deduction on equipment provided to employees (PPE only)

e Tax exemption of individual income tax on local tourism expenditure.

Source: (Ministry of finance, 2020; Prime Minister Office, 2020)

Table 6: Specific measures to stimulate maritime sectors
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Sectors Measures

Shipping e Double tax deduction for international shipping companies
for setting up regional offices in Malaysia

Maritime e 15% discount on electricity bill for the tourism sector

tourism e Tax exemption of individual income tax on local tourism
spend.

e RM500 million for travel discount vouchers, tourism
encouragement in Malaysia through matching grants, and
tourism promotions

e RMZ200 million microcredit scheme for companies in the
tourism sector.

e Relaxation of existing guidelines by the Government on
limiting the use of hotels to government events

Fisheries e RM1 billion for Food Security Fund through various
assistance to farmers and fishermen
e RM100,000 to RM200,000 to viable farmers’ associations
and fishermen’s associations. This is to develop agrofood
projects
e RM40 million grant towards helping small and medium
enterprises involved in agriculture and food production.

Oil and Gas e No specific incentives to date

Based on the economic situations of four maritime sectors and economic stimulus packages
introduced by the government, the economic impacts during and post Covid-19 pandemic are
reviewed. Almost all four sectors received negative impacts from the Covid-19 pandemic based
on five attributes derived from the literature as summarised in Table 7. However, maritime
tourism has suffered greatly during the pandemic (MCO — CMCO period), owing to the total
closure of business operations. Shipping, on the other hand, is an essential service undergoing
continuous operation during the outbreak despite the slow demand. Thus, the impact on the
sector is less in comparison to the other three sectors, except for the case of poor seafarers’
crew change management in many countries.

For the post-pandemic period (RMCO period onwards), the impact on the sectors that received
more government incentives will be lessened, coupled with relaxation of control measures.
This includes the reopening of eateries and local tourism attractions. Therefore, fisheries and
maritime tourism are particularly expected to recover faster than other sectors. The shipping
sector may take time to recover from the slow demand but the RMCO period allows most
businesses to operate. This will contribute to the increase in import and export activities, hence
improving shipping sector business. Meanwhile, the oil and gas sector may face significant
economic impact post-pandemic due to low crude oil prices attributed to the low demand
worldwide, as many countries are still grappling with the Covid-19 virus. Some economists
predict that the oil and gas sector may experience slow recovery until 2024 (Barbosa et al.,
2020). The decision of some major oil companies to transition towards renewable energy,
combined with the pressure for greener energy may exacerbate the future of the oil and gas
sector.
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Table 7: The impact of Covid-19 pandemic on maritime sectors

Sectors Product/ Social impact Financial Business Global business
service impact operation
demand

Shipping Exports: 300,000 seafarers 15 — 60 Business as Container ship:
125.5%, trapped at sea million usual  with [13.77 %

Imports:  globally. losses strict SOP Passenger ship:
1 30%, 142.77 %

Maritime  Not Laid off: 2041 60% losses Total closure No international

tourism allowed (3.6%), during MCO - tourist due to closing
during unpaid leave: 9,773 CMCO of border
MCO (17%),

CMCO pay cut:
5054 (9%).

Fisheries Low local Fishermen income: Price of Business as Seafood imported to
and 150% fish: |50 — wusual  with Singapore: |50%
global Job losses: 33% 70% strict SOP
demand

Oil  and Local Sapura Energy: 50% No data Business as Oil prices: | 30%

gas demand: salary cut off for usual  with
1 30% higher management, strict SOP BP: Cut off 15%

800 staff lay off staff worldwide
(20%) (10,000)

5. Potential Strategies for a Way Forward

Although the control measure is needed to delay the contraction of the virus within the
Malaysian community, the impact on the Malaysian economy shall not be undermined.
Undeniably, the Covid-19 outbreak has been causing a huge impact on maritime communities
in terms of business operation, financial, social impact (relating to employability) as well as
global business. Despite negatively affecting the economy and the nation’s wellbeing, the
pandemic forces the industry to not only accelerate their capability in responding to disruptions,
but also to devise better long-term strategies in dealing with uncertainties and adopt more
sustainable operation.

For instance, the capability of shipping services to continue providing undisputed
transportation of foods and medical supplies is critical. Hence, the shipping sectors will need
to become agile and resilient in adapting to this changing situation. They need to focus on
erecting effective response strategies and execution plans so that they can recover quickly
during disruptions and resume stronger than before. On the other hand, we can assume that the
Covid-19 pandemic will be a tipping point for the application of remote technologies and
automation in shipping. Autonomous port for instance, may be able to manage the crew change
with limited contact, which reduces the possibility of virus contraction. The pandemic could
be a significant driver in the adaption of new technologies, collaborative solutions and greater
utilisation of space and resources (Schwerdtfeger, 2020). The innovation in the shipping system
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seems to be more sustainable, safe, efficient and reliable in minimizing pollution and
maximizing energy efficiency.

For the oil and gas industry, Malaysia has to look into the option of energy transition which
has been taken by major oil and gas players. The transition may not occur within a short period
of time, thus requires early investment and technical knowledge to materialise it. This is very
important as the oil and gas sector has long been a major economic contributor to Malaysia.
The strategy for energy transition shall consider the large number of employees, which is
currently around 40,000 involved in the sector. An effective capital management will enable
smooth energy transition.

For fisheries sector, diversify the supply chain strategy including selling fish and seafood
products through online platforms. This may help the sector to sustain through this period.
Existing online platforms, such as Myfishman, provide commendable support to local
fishermen (Harper, 2020). This platform recorded more demand during the pandemic as
movement is limited. Having said that, the usage of online platform in the fisheries sector is
still progressing as it currently supports the fishermen in the West Coast of Peninsular
Malaysia. A comprehensive and wider coverage of online fisheries platforms is required to
make this sector more sustainable. Other than that, a better post-harvest technology needs to
be equipped to maintain the freshness of produce, should there be some delay in transportations
for both local and global market.

Malaysia is now developing measures to build a more resilient tourism economy by preparing
plans to support the sustainable recovery of tourism post Covid-19. The tourism sector suffered
the most during the Covid-19 outbreak and requires a carefully planned strategy to mitigate it.
Therefore, government support must be coordinated to ensure capacity building and
productivity of the tourism key player. A lot of initiatives should be conducted by tourism
players to encourage domestic tourism as this will be the only safest possible solution until the
pandemic is ceased. Reshaping the industry towards a sustainable and innovative ecosystem
will definitely benefit the tourism sector as well as local economies.

6. Conclusion

This study provides an overview of the Covid-19 scenario in Malaysia. Furthermore, this study
examines the impact of the Covid-19 pandemic on four maritime sectors based on the review
from January until end July 2020. Additionally, a post-pandemic situation was presented,
which considered the current situation and the various economic stimulus packages introduced
by the Malaysian government. Services sectors such as maritime tourism is the most affected,
owing to the fact that it is considered a non-essential service, hence experiences total close
down during the MCO until CMCO period. However, economic initiatives and domestic
tourism may mediate the post-pandemic impacts. Based on the four sectors involved, shipping
is considered less affected in comparison to other sectors, considering the high demands of PPE
products and test kits during the pandemic. The oil and gas sector on the other hand, received
no sector-specific incentives despite being the major economic contributor. Overall, the
stimulus packages are expected to assist all the business sectors to sustain through this
economic downturn. Apart from the government incentives, drastic changes are required in
overall operation efficiencies for each sector to better respond to unprecedented situations.
Malaysia’s ability to contain the spread of the Covid-19 virus, through the introduction of the
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RMCO measure, provides an extra advantage to regain economic strength following the
economic downturn during the MCO and CMCO period.
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