26/ 06/ 2001
Enpl oyers reject revised plan for retrenchnent fund

Hami sah Hami d

EMPLOYERS have agai n rej ected the proposal to set up a retrenchnent fund
to hel p workers whose services are term nated wi t hout conpensati on even
after the Human Resources Mnistry has fine-tuned the original plan.

Sour ces sai d enpl oyers are not agreeable to the setting up of the fund,
citing high operational costs, as one of the reasons. They expressed their
reservations about the fund in their paper on the National Retrenchnent
Schene (NRS) submitted to the ministry |ast nonth.

"Besides citing high costs, they al so said that not many enpl oyers fail
to pay conpensati on when they lay off their workers," a source close to
the ministry told Business Tines in Kuala Lunpur.

It is understood that the paper was prepared by the Ml aysi an Enpl oyers
Federation (MEF), the Federation of Mal aysi an Manufacturers (FMM and t he
Mal aysi an I nternati onal Chanber of Commerce and | ndustry.

Enpl oyer associ ations took two months to study the mnistry's proposals,
whi ch were forwarded to themat a tripartite neeting (anobng
representatives fromthe Governnent, unions and enpl oyers) in March.

Enpl oyers have mai ntai ned their stand agai nst the fund fromthe tinme it
was proposed by the Mal aysi an Trades Uni on Congress (MIUC) at the hei ght
of the Asian financial crisis that caused nore t han 150, 000 workers in t he
country to |l ose their jobs.

When sone enpl oyees were laid off by their enployers w thout any
conpensation and mandatory benefits, the MIUC suggested that a
retrenchnent fund be set up to ease the financial burden of the affected
wor kers.

It was proposed that an enpl oyee contribute RML to the fund every nonth,
with the enployer chipping in the same anount.

As the schenme woul d not be simlar to unenpl oynent funds in Western
countries, the MIUC proposed that retrenched workers be all owed to get
assistance fromthe fund only if they had been jobl ess for nore than three
nmont hs.

It al so suggested that the Social Security O ganisation (Socso) should
manage t he NRS.

G oups such as the MEF, the FMMand t he Mal ayan Agri cul tural Producers’
Associ ation reacted unfavourably towards the proposal as they saidit
woul d i ncrease costs and force responsi bl e enpl oyers to bear the burden
created by the "bl ack sheep".

However, Prime M nister Datuk Seri Dr Mahat hir Mohanmad, on Workers' Day
in May | ast year, said the Government was willing to inplenent the NRSif
enpl oyers agreed to it.

After a Cabinet directive, Human Resources M ni ster Datuk Dr Fong Chan
On set upatripartite conmttee to study the schene, taking i nto account
enpl oyers' reservations. Subsequently, the original proposal was fine
tuned and circul ated to enpl oyers' representatives.

Under the revised proposals, contributions for the fund, to be nanaged
by Socso, are 0.15 per cent of an enpl oyee's nonthly pay and nmat ched by a
simlar anmount fromenpl oyers.

It is understood that another proposal is to nake the NRS a revol ving
fund whereby workers will return the contributions to the fund once they
have secured retrenchment benefits fromfornmer enpl oyers through court
action.

Nevert hel ess, the source said enpl oyers disagreed with all the



m nistry's proposals, including the role of Socso in managi ng the fund.
"They only gave excuses but have not conme out wi th counter-proposals on
the fund," the source said.

M nistry officials are now studyi ng the enpl oyers' views and t he next
tripartite meeting in August is expected to di scuss the issue.

According to anot her source, if thereis a stalenmate on any issue, the
mnistry will normally submit the views of both sides to the Cabinet. "The
Cabinet will then nmake a decision," he said.

The source, however, added that the ministry would rather try to get all
parties to reach a consensus on any proposed schene.

I n anot her devel opnent, the International Labour Organisation (ILO said
al arm st predictions about the costs of social protection, to alarge
extent, are unjustified.

The 1 LOWr |l d Labour Report 2000 cited research which proves that there
i s nosystenmatic rel ati onshi p between soci al protection expenditure and
econom ¢ performance i ndi cators such as unenpl oynent and | abour
productivity.

Instead, the report said, countries with the best social protection
systens, such as social security contributions or payroll taxes, are those
with extrenely high | evels of productivity.

"By of fering good protectionto their workforce, these countries al so
enhance the productive potential of their econom es.

"This is particularly the case of heal thcare schenes, and benefits and
services to hel p the unenpl oyed overcone t heir circunstances and fi nd new
jobs," said the report, which is available on the | LOwebsite.

The report said a higher level of social security will be positive for a
country's conpetitiveness. It al so acconmpdat es necessary changes i n
producti on and technol ogy.

I f workers are well insured agai nst unenpl oynent, the | LOreport added,
dynam ¢ technol ogi cal and structural changes will be net with | ess
suspi ci on and resi stance fromthem

( END)



	Employers reject revised plan for retrenchment fund (NST 26/06/2001)

