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Let conpani es deci de on extension of retirenent age

Shanmsuddi n Bar dan

ON MAY 4 2001, Prine Mnister Datuk Seri Dr Mahat hir Mohamad had announced
that the retirenent age for the civil servants may eventual |y be raised
fromb55 years to 60 years.

The uni ons argue that there is a need to extend the existing retirenent
age for civil servants beyond 55 years since at 55 years, they are still
productive and able to serve the public.

Furthernore, with their experience and know edge, they would be able to
inpart their skills and expertise to the younger staff.

As for the private sector, Ml aysian Enpl oyers Federation ( MEF) vi ews
that the extension of retirenent age beyond 55 years shoul d be at the
conmpany's di scretion

If a conmpany feels that an enpl oyee on attaining the age of 55 years is

still productive and able to performand contri bute, the conmpany mni ght
offer afixed termcontract for the enpl oyee to continue to serve the
conpany.

However, this depends on the conpany's ability to offer such enpl oynment
and the individual's willingness to accept such offer.

An enpl oyee shoul d be gi ven an opportunity to deci de whet her to conti nue
to serve beyond 55 years or to retire at 55 years.

There is al so no provision either in the Enpl oynent Act 1955 or the
Industrial Relations Act 1967 that provide for retirenent age for
enpl oyees in the private sector.

The retirenent age clause for the private sector enployees is nornally
provided in the contract of service

Based on the study done by MEF, 93 per cent of the respondent nmenbers
conpani es have contractual retirenment age of 55 years.

Currently, the retirement age of 55 years is nore preferable and this
has been practised as the norm

Based on the present practise, the age of retirenent will be determni ned
by the indivi dual conpany, dependi ng on the type of work, for exanple, in
the airline sector, theretirement age for the steward and stewardess is
between 45 to 50 years

Extendi ng the retirenment age beyond 55 years will involve hi gh wage cost
to the enpl oyers

At the age of 55 years, nost of enpl oyees woul d have reached t he nmaxi mrum
| evel of his/ her salary scale and grade. Therefore, to retain thembeyond
55 years will increase the wages cost.

Unli ke in Singapore, thereis a provisioninlawthat if an enpl oyee is
gi ven an ext ensi on beyond the nornmal retirenment age, the enpl oyer has the
right to reduce the salary.

Heal th factor is one of the aspects need to be considered i n extendi ng
the retirenent age

In Mal aysi a, the enpl oyers bear the nedical cost of enployees. As the
enpl oyees grow ol der, their health nay deteriorate and may suffer from
many ill nesses.

If the retirenent age i s extended beyond 55 years, the nmedi cal expenses
of the company will increase.

O her aspects which need to be considered is the suitability of work.
For certai n manual jobs, physical fitness and strength is required.

For exanple, inthe agricultural sector, enpl oyees nust be physically
fit and has the required strength to performthe jobs.



In such situation, enpl oyees who are 55 years or nore will face
difficulties in discharging their duties.

It is clear that if enployees retirenent age i s extended beyond 55 years
and the enpl oyee is not physically fit, it will affect the productivity of
t he conpany.

Motivation is a crucial part in an enpl oyee's career devel opment.

For an enpl oyee who has reached the apex of one's career, whichis
normal | y the case when an enpl oyee reaches 55 years, the enpl oyee may not
be committed to his job

Besi des that, junior enployees m ght al so be denoti vated, since they
have to wait | onger to be pronoted.

These factors mght affect the productivity |l evel of the company.

The extension of retirement age beyond 55 years will affect the | abour
mar ket .

Wth a | arge nunber of young people in Mal aysia entering the | abour
mar ket, anounting to at | east 250,000 every year, there is a probl emof
finding jobs for these newentrants to the | abour market.

The extension of retirenent age will nean that | ess vacancies are
avai |l abl e.

Currently, an average of 1.5 per cent of the | abour force retire every
year. Based on the present | abour force of about 9 mllion, it is
estimated that about of 135, 000 enpl oyees retire every year

I f those enpl oyees who retire on attaining the age of 55 years remain in
t he | abour force, the 250,000 newentrants to the | abour force may not be
able to find suitabl e enpl oynent.

If fewer jobs are offered in the market, this will increase the
unenpl oynment rate in Mal aysia, which mght |ead to social problens.

Even if the retirenent age remains at 55 years, it does not nean that
the retirees cannot work any nore.

Wth |l onger |ife expectancy, they can still work on part-tinme basis as
t hey woul d normal | y have enough savi ngs as conpared to the newentrants to
the | abour market.

The need of new entrants to the | abour nmarket to find suitable
enpl oynment is greater conpared to the need of those beyond 55 years to
remain i n enpl oynent.

Therefore, nore opportunity shoul d be given to the newentrants to the
| abour market to be enpl oyed.

Thus whether to extend the retirement age beyond 55 years or not should
be left to the company's discretion and up to the enpl oyee to accept or
rej ect any offer of enpl oynent beyond the retirenent age.

For every individual, life after retirenent is the best tine to do al
the activities that he may not be able to pursue while heis in
enpl oynent .
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