13/ 12/ 1997

Econonmi sts welcome Dr Ms call to trimexecs' pays

ECONOM STS yesterday reacted favourably to Prinme M nister Datuk Seri Dr
Mahat hir Mohamad's call for the private sector to tri mdown unreasonably
hi gh salaries of the top and m ddl e-rung executi ves.

An econom st, Dr Ghazali Atan, said during the present economc
situation, salaries nust be reflective of the sector's "real" production
capabilities.

"If a company produces 100,000 units of goods but can only sell 60, 000
units, its "real" production capability need not be the fornmer. It nust be
based on the one that yields returns," he told Business Times.

As such, the corporate sector nay have to base the salaries, perks and
benefits of these top-level executives on their respective financial
performances during the present econom c situation

"It is awise nove if one looks at it fromthe perspective of reducing
unnecessary expenditure during the present econonic conditions," he added.

An econonist with a |ocal securities firmsaid wages have been
spiralling without a simlar increase in productivity.

The increase of salaries, he said, nmust be parallel with an increase in
productivity otherwise this will jeorpadi se the conpetitivenes of the
country in the long run

"The increase in salaries has been nmuch faster, even if the inflation of
the country is taken i nto consideration

"Sal ari es have probably increased between 11 and 12 per cent for the
past year conpared with productivity increase of between 5 and 7 per
cent," he said.

When asked if a salary freeze is possible for the private sector, he
said: "If the free market is going crazy, then it should be done."

Mal aysi an Enpl oyees Federation deputy executive director Shanmsuddin
Bar dan, while supporting the Governnent, said the private sector situation
is not as sinple as the governnment sector.

"It is adifferent scenario as their wages are determ ned by contracts
bet ween enpl oyers and their enpl oyees.

"A reduction of salary for the private sector should be done
voluntarily, otherwise it is a breach of contract between the two
parties," he said, adding that executives are usually paid according to
their job val ue.

Executives, he said, usually have | ower basic pay wth an annual
i ncrement of between 3 and 4 per cent and some incentives.

Some nmanagenent staff, he added, are not entitled to a contractual bonus
and this may affect their income during the slower tinmes.

The recent spiralling wages, he said, is due to the shortage of the
required skills and job hoppi ng.

In an econom c sl owdown, however, this practice will not be ranpant.

Mal aysi an Trades Uni on Congress secretary-general G Rajasekaran clai ned
that executives' incentives such as housing and entertai nnent all owances,

i ncone tax paynent, club nmenbership and other perks may even doubl e their
sal ari es.

"I'n an econonic sl owdown, a conpany nay trimtheir production fromthree
shifts to two and this will affect the workers as a wage deduction will
occur.

However, the nanagers may not be affected at all as they will receive
the sane salary but probably with a reduced workl oad, " he said.



Mal aysi an Hol i day Ti meshare Devel opers' Federation president Khor Poh
Waa said top and middl e-rung executives in the timeshare industry are
"pegged’ to their performance.

"For exanple, the basic salary of the sales people are not too high, but
they get high rermuneration if they sell well. It is very clear cut ... if
they sell nore (tinmeshare nmenberships), they get nore. If they sell Iess,
they get less,” he said.

A sal es executive's basic salary in the tinmeshare industry is sone
RML, 500 per nont h.

"However, if they get 10 sales per nonth (valued at some RM20O0, 00), they
can get a total of RMLO, 000 in comm ssion, which is 5 per cent of their
total sales,” Khor said.

As for a sales nanager's salary, Khor said it is based on an incentive
schenme dependi ng on the performance of the sales force.

I nternational advertising agency Dentsu Young and Rubi cam Sdn Bhd' s
regional director Rishya Joseph in welconing the nove, said enpl oyees
shoul d be ready to nmake adjustnments in salaries including incentives and
bonuses, in anticipation of a profit reduction.

"This is not just unique to Malaysia as salary adjustnents to senior
executives were made in the US and Japan when there was a sl owdown in
their respective countries," he said.
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