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Part 2 : Background of Minimum Wages
in Malaysia

WAGES COUNCILS ACT 1947 (ACT 195)
The weaknesses of the previous Act-
Coverage of the earlier Wage Orders only for employees in certain
sectors, i.e hotel and catering sector, cinema workers, Penang Port
workers, shop assistants and security guards.
Long time taken, complicated and ad-hoc wages setting mechanisms.

lii. Wage rates are also not regularly reviewed-process is tedious.

iv. Employers had a heads-up in determining wages for employees.

iv. This Act was repealed in 2011 through the NWCC Act 2011 (Act 732).




Part 2 : Background of Minimum Wages

in Malaysia (cont.)

= High Income Economy - to achieve average growth of 6.5%
yearly from 2011-2020

= Minimum wages policy should assist bottom 40% household
income group with income less than RM1,500 per month.

= Minimum wages policy expected to enhance efficiency in labour
market towards sustainable wages growth and providing
sufficient basic social protection to workers.

Rationale

= Ensuring the basic needs of workers and their families are met;

=  Providing sufficient social protection to workers;

= Encouraging industry to move up the value chain by investing in
technology and increase labour productivity; and

()
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= Reducing the nation’s dependence on unskilled foreign
workforce 5




Part 3 : Justification for a Minimum Wages
for Malaysia

NEUIED |2 pieymEt WORLD BANK NATIONAL
REPORT MINIMUM WAGES

Returns Report
(NER)

33.8% of the private sector Implementation of

workers earned below Labor productivity minimum wages is one of
RM700 (US$187) i.e below growth rate (6.7%) was the instrument policy to
the Poverty Line Income higher than the wage fulfill th_e inclusiveness
(PLI) 2007, RM720 growth rate (2.6%) from aspect in NEM (New
(US$193) per month. 2000 until 2008. Economic Model)



Part 4 : Institutional Framework of
Minimum Wages in Malaysia

Codified by Legislation of Parliament

Minimum
Wages Order by Enforcement of
Minister of MWs by Labour
Human Department
Resources

National Wages
Consultative
Council Act 2011
(Act 732)

Review of the
Order




Institutional Framework of
Minimum Wages in Malaysia (cont..)

CABINET

National Wages

Consultative

Council (NWCC)

Secretary

L- Secretariat

National Wages

Implementation

Techn.ical Selt-ection and Monitoring
Committee Committee (SC) Committee
(NXVTC) Chairman: .
Chairman:

Deputy Chair NWCC
Members: Tripartite

Deputy Chair NWCC
Members: Tripartite
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M Role of Minister of Human Resources

1. Appointment date of enforcement
of Act 732;

2. Appointment of NWCC members;

3. Revoke appointment of NWCC
members;

Honourable Minister of Human

Resources
(M. Kulasegaran V. Murugeson) 4. Makes the MW Order; and

5. Make Regulations.



Composition of NWCC

Chairman
l
Deputy
Chairman
, Secretary
At least 5 At least 5 At least 5
At least 5 Public members members Independents
Officers representing representing Members
Employees Employers (Others)

equal at all time

Total number of members shall not exceed 29 persons at any one time
10



Key Features of NWCC Act

. All members are appointed by Minister of Human Resources;

. Chairman, Deputy Chairman are not public officers, employers

or trade union member;

. Chairman, Deputy Chairman - have knowledge, experience

. Secretary-shall be a public officer;

and expertise in labour and industrial relations;

11
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Oy Key Features of NWCC Act (cont..)

e e
Sty 55002

5. NWCC term- not exceeding 3 years and may be
reappointed;

6. Provision for allowances for members;
7. Revocation of membership by Minister;

8. Members may resign with 30 days notice to Minister;




9. Minimum 4 meetings in a year;

10. 14 days’ notice of NWCC meetings;

11. Quorum of Council — 2/3 members;

12. Every member entitled to one vote;

13. Minutes of NWCC meetings admissible in court; and

14. Government shall provide sufficient funds to NWCC.

13



Current Members of NWCC

Chairman
Tan Sri Datuk Amar Steve
Shim Lip Kiong
|
Deputy Chairman
Dato’ Sri Adenan bin Ab

Rahman
Secretary

Mr T. Shanmugam

Public Officers
. Datuk Siti Zauyah
binti Md Desa (MOF)

. Dato‘ Amir bin Omar

(MoHR)

. Dr. Maziah binti Che

Yusoff (EPU)

. Datu Jumastapha
bin Lamat (State
Secretary of
Sarawak)

. Datuk Bruno

Vun@Bruno Vun
Leong Chung (State
Secretary of Sabah)

e

Employee Reps

Dato‘ Abdul Halim
bin Mansor

Mr. J. Solomon
Mr. A.
Balasubramaniam
Mr. Andrew Lo
Kian Nyan

Ms. Catherine
Jikunan

Mr. A.
Navamukundan

Employer Reps

. Tan Sri Dato’

Azman Shah bin
Dato’ Seri Haron

. Mr. Mohamad
Helmy bin Othman

Basha

. Datuk Hj.

Shamsuddin bin
Bardan

. Dato Henry Lau

Lee Kong

. Mr. Alan Khoo

Choom Kwong

. Mr. A. Ramadas

Others

. Prof. Emeritus

Tan Sri Anuwar
bin Ali (UPM)

. Prof. Datuk Dr.

Norma Mansor
(UM)

. Prof. Emeritus Dr.

Zakariah bin
Abdul Rashid
(MIER)

. Prof. Datuk Dr.

Marimuthu
Nadason
(FOMCA)

. Dato’ Muhamad

Noor bin Yacob
(UKM) 14



f)
9)
h)

Functions and Powers of NWCC

To advise the Government on all matters relating to minimum wages,
including its development at the international level,

To make recommendations to the Government on the minimum wages
rates and coverage according to sectors, types of employment and regional
areas, and other matters relating to minimum wages and wages;

To consult the public on the minimum wages rates and coverage;

To collect and analyse data and information and to conduct research on
wages and the socioeconomic indicators;

To coordinate and supervise, and to evaluate the impact of, the
implementation of minimum wages;

To review the minimum wages order;
To deliberate on all matters relating to minimum wages;
To disseminate information and analysis on wages; and

To carry out any other functions as it deems fit to enable it to perform its
functions effectively or which are incidental to the performance of its

functions 15



Members of National Wages

Technical Committee (NWTC)

Chairman
Prof. Emeritus Tan Sri
Anuwar bin Ali

Deputy Chairman
Prof. Emeritus Dr. Zakariah bin
Abdul Rashid
(Executive Director, Malaysia

Institute of Economic Research)
- Secretary

Ms Normawati Ahmad

Mr. Lee Chee Prof Dr Associate Prof Dr Dr Nurhani Aba Assc Prof Dr Ho
Sung (Institute Balakrishnan Zulkifly bin lbrahim Chong Mun
of Labour Parasuranam Osman (Universiti (Universiti
Market (Universiti Teknologi Mara) Malaysia Sabah)
Information & Malaysia
Kelantan)

Analysis)

Mr S. Sugumar Mr Azahari bin

(Malaysian Mohd Raslan
Productivity (Department of
Statistics

Corporation) .
Malaysia) 16



¥ Functions and Powers of

<

if— 53 National Wages Technical Committee (NWTC)

a) To advise NWCC on all matters relating to minimum wages, including its
development at the international level,;

b) To make recommendations to NWCC on the minimum wages rates and
coverage according to sectors, types of employment and regional areas,
and other matters relating to minimum wages and wages;

c) To consult the public on the minimum wages rates and coverage;

d) To collect and analyse data and information and to conduct research on
wages and the socioeconomic indicators;

e) To coordinate and supervise, and to evaluate the impact of, the
implementation of minimum wages;

f) To review the minimum wages order;

g) To deliberate on all matters relating to minimum wages; and

h) To carry out any other functions as it deems fit to enable it to perform its
functions effectively or which are incidental to the performance of its
functions

17



Selection Committee (SC)

»  To scrutinize CV and recommend appointment of MW Technical
Committee Members to NWCC

i EIm

1. Chairman — NWCC Deputy Chairman
2. Deputy Chairman — MW Technical Committee Chairman

3. Members:
i. 2 Government Group of NWCC members;
ii. 2 Workers’ Group of NWCC members;
iii. 2 Employers’ Group of NWCC members;
iv. 2Independent (Others’) Group of NWCC members; and
v. Secretary from NWCC Secretariat.

18



Part 5 : Process of Setting

“’Wé‘ Minimum Wages Order in Malaysia

*Public Consultations
*Impact Analysis
*Analysis of Socio-
Economic Data

Deliberation in Technical
Committee

Technical Committee
recommends to NWCC

Minister of Human
Resources makes the
Order

Cabinet Agree

!

Cabinet determine
conclusively
(2nd time)

Cabinet Disagree

NWCC deliberate and
submit
Recommendations to
Cabinet

l

1

NWCC submit fresh
recommendation to
Cabinet

* Public Consultations
e Analysis of Socio-
Economic Data

v

NWCC reconvene

19




Review of Minimum Wages

Section 25 (1) of Act 732 :
The Council shall, at least once in every two years, review the MW order

Methodology:

1. Study on Impact of Minimum Wages Order to economy, employers and
workers

2. Public consultations through Focus Group Discussion (FGD)
- Conducted throughout the country
- Attended by employers, employers association, workers, trade

unions and other associations

3. Analysis of secondary data on socio-economic indicators such as
employment and income.

4. Inputs from public through portal, memorandums by NGOs and
Ministry’s program

5. Inputs from research findings, studies by various parties.
6. Inputs from Labour Department and Industrial Relations Department
7. Views from other agencies/bodies, i.e ILO

20



NWCC Meetings

Discussions are intense;

Workers and Employers generally form opposite
views/ positions;

Secretary General of MoHR, Director General of
Labour, Director General of Industrial Relations,
Legal Head Officer of MoHR sits as observer and may
offer their opinions; and

Government representatives often play the
‘moderating’ role between the employers and
workers stance.

21



Indicators Used in MW Setting

’ CRITERIAS ’J USTIFICATION

BASE CRITERIA

ADJUSTMENT
CRITERIA

Poverty Line Income

Median Wage

Changes in Consumer
Price Index

Labour Productivity
Growth

Unemployment Rate

To determine basic needs of the‘
workers and their families

Refers to employers capacity to pay
wages

An indicator to show changes in cost‘
of living

To indicate that wages growth to be‘
consistent with productivity growth

To ensure that increase of wages
does not effect employment and
employment creation

22



Minimum Wages Formula

MW, = Avg ( PLI; + Median wage;| x |1+(P;/100)+(CPI,/100) - (UE./100)
t!wg workers per household

23



Poverty Line Income (PLI)

. The model of PLI measurement used in Malaysia has been approved in 2005
by the Economic Planning Unit (EPU), Prime Minister's Department and DOSM
in collaboration with the United Nations Development Programme (UNDP).

. The Cost of Basic Needs method takes into consideration three basic

components: food, non-food and the characteristics of households.

. These PLI data obtained from Household Income and Basic Amenities Survey
Report (HIS), DOSM.

. This report is conducted twice every five years (latest report published in
2016).

. For the minimum wages setting, the formula used is the PLI per average
worker per household.

. This is for the purpose of adjusting the value of PLI per person since the value

of PLI obtained is at the household level, not at the individual level.
24



. Median wage is obtained by compiling all wages of workers in the private
sector in ascending order, and then the value placed in the middle position of
the arrangement is selected as the Median wage.

. Salaries & wages information collected are based on the principal occupation
of the public and private employees during the reference month.

. These data obtained from Salaries & Wages Survey Report, DOSM.

. This report is conducted annually (latest report published in 2017). Upon
request to DOSM, median wage for private sector workers is also made
available by region.

. Median wages for the purpose of determining the minimum wages in
Malaysia for private workers is requested separately from DOSM (since the

Minimum Wages policy is applicable to private sector workers only).

25



Consumer Price Index (CPI)

1. CPIl is published monthly by DOSM. To obtain CPI changes annually, the changes are reflected
between the current month and the same month of the previous year (year on year).

2. Annual CPI change information can be obtained from the CPI Publication in January each year.
(latest CPI data annually published in January 2017).

3. CPI measures the percentage change through time in the cost of purchasing a constant “basket”
of goods and services. This “basket” classified according to the United Nations “Classification of
Individual Consumption According to Purpose (COICOP)” in the following twelve groups:

1) Food and Non-alcoholic Beverages

2) Alcoholic Beverages and Tobacco

3) Clothing and Footwear

4) Housing, Water, Electricity, Gas and Other Fuels

5) Furnishings, Household Equipment & Routine Household Maintenance
6) Health

7) Transport

8) Communication

9) Recreation Services & Culture

10)  Education
11)  Restaurants & Hotels
12)  Miscellaneous Goods & Services

26



Labour Productivity Growth (P)

1. The labour productivity is calculated as follows:

Added value (RM)
Number of Employe es)

Labour Productivity, RM = (
2. These data is obtained from Malaysian Productivity Report which is published
annually by the MPC. (latest report published in 2017).

3. Productivity growth in the Minimum Wages setting formula is calculated
based on Compound Annual Growth Rate (CAGR).

4. CAGR is the average annual growth rate over a certain period longer than one
year. CAGR is used as to be fair to workers when we include productivity for
the years review of Minimum Wages is not done. The CAGR formula is as
follows:

1
b Growth (CAGR). % — ( productivity, final year )(mj 11 x100
.Lro ( ), % = productivity, initial year )

27



Unemployment Rate (UE)

1. UE is computed by using the formula below:

Number of unemployed persons

UE Rate, % = ( X 100)

Number of persons in the labour force

2. These UE data obtained from Labour Force Survey Report which is published
annually by the DOSM. (latest report published in 2017).

3. For the minimum wage setting formula, adjusted UE is computed by using the
formula below:

UE (adjusted), % = (UE, current — 4.0)

4. This suggests that the economy is still sustained in full employment, as the UE
below 4.0 per cent. The Organization for Economic Co-operation and
Development (OECD) defines full employment as UE below 4.0 per cent.

28
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gy Example of Minimum Wages Calculation

g

Minimum Wages Calculation for Sarawak (MW Order 2016):

MW, = Avg ( PLI; + Median wagﬂ X Eﬂp,ﬂumﬂcm,num - {ua;mcﬂ

tﬂwg workers per household

; ( ?LS; + 1,000 )X( 1+ (0.8/100) +( 1.9/100) - (- 0.2/100))
1
_ 2( 795 + 1,000 )x( 1+( 0.008 )+ ( 0.019 )-(- 0.002 ) )

=%( 1,795 )x( 1.029 )

=( 897.5 )x( 1.029 )

= RM923.53

29



~%:  Attachment : Example of Minimum Wages
) Calculation (cont..)

MW, = Avg PLI + Median wage;| x |1+ (P;/100)+(CPI;/100) - (UE; /100)
Avg workers per household




U3 Considerations in Minimum Wages Setting

* Formula of minimum wages serves as a strong guide to initiate
discussions in NWCC.

* In discussing minimum wages rate, the bargaining process at
NWCC makes the difference.

= Balanced approach is taken to ensure the minimum wages rate
IS reasonable, and will not give negative effect to country’s
economic performance and competitiveness in attracting
Investments.

* Deliberations to reduce the minimum wages gap between
regions is among the way forward.

* Views from authorities and bodies i.e ILO and World Bank are
also considered in minimum wages issues in Malaysia.

31



Component of Minimum Wages

Minimum Wages is BASIC WAGES, excluding

any allowances and other payments.

® ConeRATULATIoNS! 3 RAISED YouR Mimismum whAce'”
32
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&F Coverage of Minimum Wages

Coverage ‘ All private sector workers

Non- Domestic workers, apprentices and
Coverage Government workers




Minimum Wages Order 2012

Commencement Date:
1 January 2013 —
(for emlployers with 6
employees & above and
professional bodies eg. Legal

@ Commencement Date:
1 July 2013 —

5 employees & below

(for micro employers)

©,

Application for Deferment

and Accountancy firms)

Non-application to
Domestic Servant

|

Peninsular RM900 RM4.33
Malaysia (USS220) (USS1.06)
Sabah, RM800 RM3.85
Sarawak &  (USS195) (USS0.94)

Labuan

©)

Reduced rate for
Probationers

@

Negotiation for restructuring
of wages before
commencement date

Revocation of Orders made
under Wages Council Act
1947 (Act 195)

@ Wages Council Orders
under Act 195 continue to
apply until the Order under
Act 732 comes into operation
(eg. For Security Guards)

* Repealed on 1 July 2016 with the enforcement of Minimum Wages Order 2016

34




Minimum Wages Order 2016

Commencement Date:
1 July 2016 to all employers

O

MW Rate:
Peninsular RM1,000 RM4.81
Malaysia (USS244) (USS1.17)
Sabah, RM920 RM4.42
Sarawak & (USS220) (USS1.10
Labuan

@ Daily MW Rate

RM38.46
RM46.15

RM57.69
RM35.38
RM42.46

RM53.08

Peninsular
\EIEVSE!

Sabah,
Sarawak &
Labuan

(9

Rate of monthly wages for
employee who paid based
solely on piece-rate, tonnage,
task, trip or commission
shall not be less than
RM1,000/RM920

O

Non-application to domestic
servants

P

6

DRevocation of clauses:

* Negotiation for
restructuring of
wages

*  Minimum wages rate
for probationers

» Application of
deferment

35



Part 6 : Enforcement of Minimum

36



Penalties under Act 732

- . * An employer who fails to pay the basic wages as specified in the
minimum wages order to his employees commits an offence and shall,
. on conviction, be liable to a fine of not more than RM10,000 for each
First employee

Offence
» The court may order the employer to pay the difference between the
minimum and the basic wages paid by the employer and other accrued

\_ ' payments
/

General » Any person who commits an offence under this Act for which penalty
Penalty is not provided shall, on conviction, be liable to a fine not exceeding
RM10,000.
. 4
| » Any person convicted in the case of continuing offence, be liable, in
Continuing addition to any other penalty to which he is liable under this Act in
Offence respect of such offence, to a daily fine not exceeding RM1,000 for
[ each day the conviction continues after conviction.
.
Repeated « Any person convicted in the case of repeated offence, be liable to a
Offence fine not exceeding RM20,000 or to imprisonment for a term not

exceeding 5 years.

37
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(i) Minimum Wages Statutory Inspection

&322 (2014 till June 2018)

No. of Inspection

200,000
180,000
160,000
140,000
120,000
100,000
80,000
60,000
40,000
20,000
0

179,327

99% complied

176,726

No. of Inspection

Source : Secretariat, NWCC

1% not complied

2,601

I

No. of Compliance

No. of Non-Compliance

38



&34 (ii) Complaints Relating to Minimum Wages

L (2014 till June 2018)

No. of Complaints
1,600
1,389
1,400 1,387

1,200
1,000
800
600
400
200

0

452 450 416 416 444 443
I I I I I I = 146
2014 2015 2016 2017 jun-1g  Year

M Received M Settled

Source : Secretariat, NWCC 39



(iii) Claims Relating to Minimum Wages

L) at Labour Court (2014 till June 2018)

No. of Claims
1,200

1,000

800

1,111 1,111
618618 578578 591590

192
62
]

2014 2015 2016 2017 Jun-18

600

400

200

Year

M Received M Settled

Source : Secretariat, NWCC 40



(iv) Prosecutions Relating to

Minimum Wages (2014 till June 2018)

No. of Cases
180
160 155
142
140
120 109
100 92 96
80 71 68
60
40
20 17 15
. N
2014 2015 2016 2017 Jun/18 Year

M Investigation Paper (IP's) W Sanction Given  ® Conviction Secured

TOTAL : IP’s =633 Sanction Given =402 (64%) Conviction Secured =271 (67%)

41
Source : Secretariat, NWCC



(v) Trade Dispute Cases Relating to

Minimum Wages (2014 till June 2018)

No. of Cases
50
45

2014

2015

2016

2017

M Received M Settled

46
44

40

35

30

25

20

15 12

10
10 6 6
5
0O O 0O O

0

Jun-18

TOTAL : Received = 62

Settled = 62 (100%)

Source : Secretariat, NWCC

Year
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(v) Education and Awareness Program on MWs
(2014 till June 2018)

Talks : 1,996

Keratanasbar Unsen Malaysi pc 11 Vet 201 berkenaan kenyataen Ketwa Pengarsh bt
Tenag Kerja Semenanjung Malaysia mengenai ploksenaan e mimmam pengevel kescaman,

Segera Dayar tunggakan gaj minimum pengaid

EUALHLONPR. 1 M Y i B o gl i et s T At G it e g el Pl P S
g e gl koselma- - sselmatin Swesta ) Semenaz- mqmlp:ﬂmmp;mn & bl Al Mals Pene-  ngoc, Kl Lo, P, I
an Stz  Semenerony Garh - juag a2l 200, u, Desamatin s tpin G 134, majhan boeh d- - BorBalu s, ot Tgg, B
S S nentuyY g Daam s g b, b, tempeh e pug sl ewon deodn 0k meb WjamdmPmin
ot g i e pengpl umh:n:.mmm mmmm mwmm:u 10’ nempenmitea i p>
stanatin meia mual tankh o baryk o darpea r; menganbi] bngiah smai umwmmm‘a
beburasag et 5 mwi@ﬁlm hmﬂhmmnm Mahfl\mbim g e gt el
bt s stanita pog nendabn nevla. sk 0 i peate v Pe, Ring, Teengg, T
Ve Puguah o Tegs Dl o g séans dapn o, e dan e Eﬂ qumb qmwmunw
ToraSemwnanyng Maagsa, Dtk Kadar i sz g ey mﬁﬂmh'm i Seneeaming M day Sumr
Ammbmmr i vl ereah berienaz, i yang gt kg e R0 RN fan ke Jm..-n g gk die
s degan perntlen i bowah ol b, daam petin - e beenam sk e i it Giedigian bepede m,nmﬂhw
M Petagin G e sgan aatn Hemeatuan Suier uhwnnm;dbelhm ?unnm.uudupp. 0 bug: Medah, Belmtin
ety paf (unit N st an Pesanen Pt b, ok ) an e D s

Newspaper : 138 Exhibition : 839

Source : Secretariat, NWCC 43



Part 7 : C131 Ratification

Malaysia ratified C131 on 7 June 2016 during the ILO Conference in
Geneva, Switzerland.

The enforcement of C131 ratification started from 7 June 2017.

In line with the implementation of minimum wages policy, Malaysia
decided to ratify C131 as one of the instrument to increase protection to
workers in terms of wages.

It also shows the Government commitment in improving labour standard
in the country.

Malaysia is the first among ASEAN countries and the fifth among Asia
countries to ratify this Convention.




Part 8 : Challenges of Implementation of

Minimum Wages in Malaysia

1. MWs for micro employers.

2. MWs for disabled workers; those working in Non-Profit Entities (NPEs), Welfare
Homes and Senior Citizens.

3. MWs for hotel workers @ service charge components.

4. MWs increases cost of doing business for employers.

5. Non-coverage of MWs to Domestic Workers!

6. Shortage of enforcement officers.

7. ‘Knock-on Effects/ Spill-over effects of MWs.

8. Application of MWs for foreign workers.

9. MWs contributes to increase of price of goods and services!

10. Minimum wages tied to skills level attained of employees! 4



Part 9 : Latest Developments

1. Review of MWO 2016 is in final stage.

2. On 11 July 2018, NWCC recommendations to Cabinet
was rejected.

3. NWCC met again on 24 July 2018.

4. A new recommendation had been submitted to
Cabinet and a decision will be made soon.
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Part 10 : Conclusion

MW:s is a policy intervention to transform the Malaysian labour
market.

Challenges & hiccups are not new — addressed in best manner
through tripartite spirit.

Government of Malaysia is committed to ensure success of the
MW:s policy- taking stock of existing tripartite arrangements in
Malaysia.

SMEs (including micro employers) need to revisit their business
model/ wage structure.

No significant negative effect of 2012 and 2016 MWs Order.
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Secretariat
National Wages Consultative Council
Ministry of Human Resources
Level 7, Block D3, Complex D,
Federal Government Administrative Center
62530 Putrajaya
Malaysia

Tel: 03-8886 5156
Fax: 03-8881 0668
Email: shan@mohr.gov.my

WWW.minimumwages.mohr.gov.my
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