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True test for industrial relations in 1998

Ham sah Ham d

ALTHOUGH i ssues pertaining to | abour shortage, foreign workers,
productivity and wage i ncreases marked the 1997 | abour nmarket scenari o,
the current econom c probl emdom nated the country's agenda especially
towards the second half year

The current econom ¢ environment, which traced back to July, when the
ripple in the regional's financial nmarket started to show up in Thail and,
has created public awareness of the "rouge specul at ors”

Being the pillar of econonmic growth, workers in the country, some nine
mllion of them were also affected by the current econom c and fi nanci al
devel opnent s.

The wor kers, who nake up about half of the country's total consuners,
have been directly, or indirectly, affected by the uncertainties in the
country's econony.

When the econonic situation | ed producers or manufacturers to increase
the prices of everyday goods, and given that workers have to buy the sane
quantity of goods, they have to pay nore for them hence a |oss of their
pur chasi ng power.

The workers' purchasi ng power were al so weakened when the real incone or
the value of their salaries were | owered.

However, it was heartening to note that when 1997 cane to a cl ose
wor kers' unions in the public and private sectors have pl edged their
support for the Government and the | eadership of the Prinme M nister Datuk
Seri Dr Mahathir Mohamad in tackling the country's economni ¢ probl ens.

Hurmman Resources M nister Datuk Lim Ah Lek said that fromthe feedback he
has received fromunion | eaders, they were nore concerned with keeping the
wor kers' jobs rather than making situation nore difficult by demandi ng
unr easonabl e wage i ncreases.

The workers' unions were al so anong ot her Mal aysi ans who shared Dr
Mahathir's belief that the acceptance of a International Mnetary Fund
(I MF) bail out package to overcone the current difficult situation wll
make Mal aysia to lose its soverignity to foreigners' denands.

Backed by some 500, 000-strong nenbers, the Ml aysian Trades Uni on
Congress (MIUC) has openly rejected any | M- bail out.

As the year drew closer to its end, the workers' unions' support were
put to the acid test, when on the first Friday in Decenber, the CGovernnent
announced several belt-tighteni ng neasures and revi sed the econom ¢ growth
rate.

Anal ysts believed that the nmeasures were targeted at the non-productive
sectors which may not affect consuners directly.

However, shoul d any conpany go on a downsi zi ng exerci se, the workers
will be affected, either by being laid off or by having their salaries
trimred.

The Government believes that the workers who are nade redundant in
certain sectors of the econony can be re-enployed by other sectors of the
econony, such as in agriculture.

Some argue that since the country is at full enploynment, the | abour
market will be less tight and wage pressure wi |l danpen.

The Mal aysian Institute of Econom c Research forecast that 1998 as well
as 1999 will experience a slight increase in unenploynent but the figure
will still be below 3 per cent, which is still considered as ful
enpl oynent .



So far, the country's harnoni ous industrial relations clinmate has been
abl e to weat her these chall enges.

As Enci k Zai nal Ranpak told Business Tinmes, there was hardly any strike
or picket against enployers during the 1970s and m d-1980s econormi ¢
crisis. As such, he does not foresee any turnoil in the country's
industrial relations climate during the current econom c situation.

Zai nal, however, has called for the revival of the Special Relief
Al l owance and the Cost of Living Al owance, which were introduced in the
1970s and mi d-1980s to suppl enent workers' wages, which have dropped in
real val ue.

Lim has tinme and tine again, stressed that the country's industri al
relations climate is the seventh best in the world.

The ranki ng was given in the 1997 d obal Conpetitiveness Report by the
Geneva- based World Economic Forum The report attributed the good
industrial relations climate in Malaysia to good practices at the
wor kpl ace, hi gher conparative wages, attractive | abour regul ati ons and
enpl oyees with a good educati onal background.

Mal aysia i s al so recogni sed as a "no-strike" country, and with only 2.59
per cent unenpl oynent, one of the |lowest in the world.

Econom c devel oprment and the educati on system have brought down the
| evel of unenploynent from6.9 per cent in 1985 to 2.5 per cent in 1997.

The report has al so given due recognition to the role of the Hunan
Resour ce Devel opnment Fund (HRDF) in inproving workers' skills and
know edge.

In 1997, a total of 518,325 workers have participated in several
trai ni ng programes under the HRDF invol ving an expediture of RML58. 94
mllion.

In 1996, the fourth year of HRDF' s operation, there was a trenendous
i ncrease in the nunber of workers being retrained and having their skills
upgr aded.

The nunber of workers who participated in the various HRDF programmes in
1996 saw an increase of 62.1 per cent, when conpared with 319,710 in 1995.

Wi | e enpl oyers have fussed about the difficulties in getting |oca
wor kers, the Governnent, on the other hand, has introduced various
measures to curb the country's dependency on forei gn workers.

The Cabinet's recent directive has inposed upon enployers to register
with the Home Mnistry, all foreign workers that they intend to retrench
before they let the workers go. This will enable other industries facing
| abour shortage to absorb the redundant workers.

The ministry will also nmake permt renewals nore stringent for sone
140, 000 regqi stered donesti c nai ds.

The recent proposal of one foreign maid per househol d has received n xed
response fromthe public

It is estimated that about 2 million foreign workers are working in the
country, bringing the total workforce in the country to nore than 9
mllion.

Last year the guidelines on the Wage Reform System was i ntroduced

These gui delines had earlier on August 1 1996 been endorsed by the
Nati onal Labour Advisory Council (NLAC) - a tripartite body conprising
representatives fromthe Governnent, enployers and workers.

According to Lim its response was poor. He attributed it to the | ack of
under standi ng on the benefits of the system |ack of enployers
transparency and openness in inplenentating it as well as the workers
attitude towards the change.

However, he said the Governnment will continue to pronote the wage reform
whi ch pegged productivity to wage increase. He added that the Governnent
has no intention as yet to nmake the system conpul sory.



Meanwhi | e, the Ml aysi an Enpl oyers Federati on (MEF) has proposed a
gui del i ne which set a ceiling for any salary increase under the
productivity-linked wage system

MEF executive director Zain Majid had told Business Tines that if a
ceiling of 10 per cent is set at the national |evel, both enployers and
enpl oyees can then negotiate for any salary increase within that
framewor k.

Both Zain and Limbelieved that firnms which have adopted the wage reform
system have shown better productivity.

Zai nal meanwhile, has called for nore transparency fromfirms in
revealing their financial results for the wage reformsystemto be
accepted by the workers.

The Enpl oynment Act 1955 will also be given nore bite when proposed
amendnents to the Act are passed by Parlianent.

The proposed anendnents include a maxi numjail sentence of 10 years and
a fine of RMLO, 000 for enployers on all offences under the Act. This is
about five tinmes nmore than the current RM2,000 fine for all penalties.
There is no provision for any custodial sentence in the existing Act.

The anendnents al so seek to encourage enployers to i nplenent the flexi-
wage systemwhich will increase the productivity and workers' incone
wi thout involving extra liabilities to the enployers in terns of statutory
benefit paynents.

The amendnents will also give nore power to the Labour Court to hear and
deci de clains by white-collar workers whose sal ari es range bet ween RML, 501
to RVb, 000 a nonth. Currently, only those earning | ess than RML, 500 can
file clains through the Industrial Court.

The proposed anendnents, schedul ed to be tabled during the March session
of the Parliament, will also see enployers having to lay off foreign
wor kers first under any retrenchnment excerci se.

On the safety front, nore can be done by everybody, including enployers,
wor kers and t he Governnent.

It is estimated that the country has incurred a | oss of productive
manhours worth RML. 2 billion in 1995 due to industrial accidents.

The construction industry has been identified to having regi stered nost
of fatalities in industrial accidents.

The year 1998 will be a true test for the country's industrial relations
climaite. WII it be able to maintain its strong facade agai nst any
econom ¢ typhoon or will it crunble to the regi onal economc flu?
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