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MTUC POSITION ON BUDGET 2009

Don’'t Neglect Private Sector Workers, Again

DO NOT TOUCH EPF

INCREASE PRODUCTIVITY, FAIR WAGE & COLA
RETIREMENT AGE

TAX INCENTIVE FOR PERFORMANCE PAY
REDUCE FOREIGN WORKERS

The Federal Government Budget for 2009 will beddbh Parliament on 29 August
2009. The government has engaged the privaterseatal business in pre budget
discussion and sessions. It is regrettable thatgthvernment has not engaged trade

unions and workers representatives.

This has compounded our fears that once againutigeb will neglect private sector

wage earners especially those in the low incomemro

We don't need reminding of the crippling impactaumr meager income caused by the

fuel price hike that escalated into price incraaseverything.

DO NOT TOUCH EPF
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We are very concerned that private sector businggsnisation and employers have
been calling for a reduction in the EPF contribatiate. This is another example knee
jeck reaction and making poor workers bear thethofithe economic mismanagement.

A 2% reduction in EPF contribution on a salary 608 means only a $10 difference.
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This is not going to help the poor workers exceptybe us the $10 to buy lottery
hoping to strike it big.

We are sacrificing the future retirement income iphhis already inadequate) of
Malaysian workers. We are already very disappdititat EPF members will also loss
out at least $500 million annually because of thange in the tax treatment on

dividends earned on EPF investment in the equitkets.

INCREASE PRODUCTIVITY, FAIR WAGE & COLA

Despite impressive economic Growth and rapid deyraént since independence
overall productivity and wages of Malaysian workegmains low. The real reason is
not because Malaysian workers are not producttvis. due to the fact that employers
were very successful in suppressing wages thae tlemo incentive to invest in
research and development for productivity improvetmelt is more profitable for

employers to employ lowly paid workers (includiraydign workers) than to invest in

modern technology and machinery.

MTUC welcome the Government efforts to addressreeds ofcivil servants and
public sector employees. The up to 42% salary asge payment of Cost Of Living
Allowance and increase in retirement age has prékanhthe government is a caring

employer to the civil servants.

Private sector employees are left in the lurge ogarg prices. Employers are turning a
blind eye. Salaries of lower ranked employees iaatized agencies and GLCs have

lagged behind equivalent government employees.

The Government is the largest employer in the agutpart from Civil servants, the
Government also either directly through GLCs andirectly through GLIC controls
large portions of private sector employers — Frdangations, to Banks, to Trading
Corporations, SEDCs, privatized agencies, transpod heavy industries including

airlines, oil & gas and infrastructure and hotels.



11) The government is therefore in a position to foratellpolicies for the private sector

such as retirement age, minimum wage, Cost of giidiowance and foreign workers.

COST OF LIVING — COLA

12) Daily wages are as low as $12.00 a day in timberpsa which is below the poverty
line of $642. Many other workers’ salaries are betbe poverty line. Supermarkets

girls earn less than $400 in Kuching.

13) In Sarawak, cost of living is 15% TO 25% higher pamed to West Malaysia. This is

recognized by the Government by paying a regiolf@vance.

14)  As the result of the higher cost in Sarawak, afssguent increase in the cost of living
the past 5 years is relative higher in Sarawaknipta Cost of New Strait Times was
increased by 20% from $1.00 to $1.20 in West Maiayls Sarawak it was increased
from $1.20 to $1.60- a 50% increase. Low cost hoiss&62,000 compared with
$42,000 in West Malaysia.

15)  Accordingly the Government must also pay the COLA ¢ public sector employees
in Sarawak and introduce legislation to pay similar COLA to private sector

employees.

FAIR WAGE

16) Contrary to popular belief, higher wages leadsigiér productivity, not the other way
around. Higher wages will encourage employers veshin research and development

to increase overall productivity and efficiency.

17) We must remember that employers will not invegprioductivity improvement simply
because it will be cheaper for them to continugay $12 a day for foreign labour
rather than invest in modern equipments, producpoocesses and better human
resources managements. It must be noted that sgeadiResearch and Development

by the private sector in Malaysia is extremely low.
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Employers’ view on productivity improvement is silisic - the more a worker
produces, the more he is paid. Question is howadoexpect a rubber taper to produce

more if he still uses the same tool his grandfatisexd?

The world’s most productive nations are in Scandma are all high wages countries
with minimum wage policy in place. Even Singapbes higher productivity than us,
despite higher wagesJust compare Changi airport in Spore where Singap@ans
in their late fifties and early sixties are efficiatly maintaining the airport, while
KLIA is flooded with Bangladeshis.

That is why MTUC call for a reasonable fair wage, ot just to offset cost of living
increases, but also to spur the drive to increasagductivity. Such minimum wages
can be implemented on a staggered basis and may yan different regions/sectors

of the economy

We therefore urge the government to be seriouschadge our policy of being a low
wage country, restructure employment to createrdesned productive jobs. There is no
point to spend billions to produce graduates wiheyy tarn less than $1000 when they

enter the job market.

An immediate benefit to the country is that higheges will lead to higher purchasing
power which in turn will lead to increase domest@nand and reduce our reliance on

exports which are at the mercy of other countr@semic performance.

PERFORMANCE PAY SYSTEM
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MTUC agrees to the implementation of a performapag system provided there are

adequate safeguards and guidelines and that unéwesa say in the system.

We <call on the Government give tax exemption to pésrmance
bonus/salaries/incentive to encourage the implemeation of performance pay

systems.

RETIREMENT AGE



25) MTUC is pleased to note that the government haallfindone the obvious and
increased the retirement age for civil servantsb® years. We call on the
Government to also increase retirement age for allvorkers to spur productivity

and raising income levels and reduce foreign worket

26) Empirical evidence and studies have shown overwinglraupport for an increase in

retirement age to address the following issues.

» Rapid Increase in the life expectancy.

* Reducing cost of pension and burden on governntemqsovide healthcare.
* Increasing the overall productivity of the workferc

» Raising income levels of Malaysians

» Ensuring adequate retirement savings when workeadyf retire

* Reducing reliance on Foreign workers

REDUCE FOREIGN WORKERS

27)  We call on the government not to let vest integgsiups decide on policies for the
nation. For example, employment agencies decidiiaign labour policyOne way
to reduce foreign workers is to ban recruitment agets who flood the country with

workers even when there was no formal request fohem.

28) The government must stop suppressing wages byiregfareign workers, allow trade
unions more influence and to create decent and Vadie jobs. There is no point to
spend billions to produce graduates when they leasthan $1000 when they enter the

job market.

ANDREW LO
SECRETARY
18 August 2008



