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The price of a picket

THE cost of mai ntai ni ng harnoni ous i ndustrial relations can be really high
and in nost cases totally unnecessary. In |last week's case where the
Governnent had to defer the Enpl oyees Provident Fund's annuity scheme to
prevent a nati onw de pi cket by t he Mal aysi an Trades Uni on Congress ( MIuC),
for exanple, the issue could have been resol ved i nvol ving | ess dramatic
econoni ¢ consequences.

Ingiving into the trade uni ons' demands, by suspendi ng the annuity
schene pending a study, the insurance sector has found itself in a
quandary. At best, it can expect to forgo mllions of ringgit in | ost
opportunity during the suspension period; at worst, it could | ose

everything and on top of that would have to refund sone RM2.7 billion the
EPF has approved for the schene. Takaful Nasional Sdn Bhd said yesterday
it was looking at a 15-20 per cent shortfall in prem uns this year because

of the tenporary stoppage al one. Sone i nsurance conpanies will suffer |ess
drastically pending the study but for certain none of them as a result of
the MITUC s dispute with the EPF, can now hope to see as good a year as
they had earlier forecast. As for the Governnent, sone adjustnments woul d
al so have to be nade to its projections for an insurance industry that
woul d have perforned strongly had the schenme been | eft al one.

In dealing with the uni ons' demands, however, the Governnent's options
were sadly limted. It coul d have stopped the MIUC from st agi ng t he pi cket
but such a nove woul d have been construed as repressive and draconi an by
t he uni on | eaders and especially by their "brothers" in the international
| abour fraternity. Therefore Prine M nister Datuk Seri Dr Mahat hir Mohamad
chose a nore peaceful solution, which in the inmediate termis
unfortunately at the expense of the i nsurance conpani es.

Ironically, the biggest victins of the MIUC EPF di spute woul d be the
i ndi vi dual contributors who had opted for the annuity schene sinceits
i ntroduction last July. This newspaper reported |l ast week that in the six
nmont hs of 2000 al one prem unms worth RM760 million were coll ected by
i nsurance conpani es under this potentially lucrative schene. Accordingto
anot her daily, 137,692 EPF contri butors had applied to withdrawthe
rel evant portion of their savings for the annuity schene as at end of
March 2001. The sane report said the fund had approved applications worth
RV.7 billion fromthese contributors, some of whomcoul d have been
nmenbers of trade unions affiliated to the MIUC

The MTUC and its | eaders nust be feeling triunphant over the issue. But
what ever credi bility they m ght have gained by pulling off this "victory",
they nust not forget that it had caused great i nconveni ence to certain
quarters. For the next three nonths, the insurance sector will be
anxi ously awai ti ng the outcone of the Governnment's reviewof the annuity
schene. For sonme i nsurance conpani es, it could determ ne the col our of
their bottomines for the current year. It could al so be the factor that
wi || determ ne whet her sone conpani es can continue to conpete for
busi ness, especially when t he donestic i nsurance busi ness i s opened up to
gl obal conpetition under gl obalisationand]|iberalisation.

One fervent hope is that none of the insurance conmpani es woul d be
seriously hurt by the experience. Even without this problem they were
al ready operatinginafiercely conpetitive field and in often volatile
conditions. Wth the sl omdown in the US economy, the threat of
gl obal i sation, and a domestic econony that will grow but at a sl ower pace



this year, the i nsurance conpani es are fighting for survival. They w |l
sorely miss the annuity schene as woul d enpl oyees of these conpani es who
may have to be laid off as a result of all these factors conbi ned.

( END)



	The price of a picket (NST 15/05/2001)

