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FOREWORD

Minimum Wape Fizing serves 2s a policy instrument to afford protection to
wotkers and improve their quality of life. The International Labour Standards have set out
the basic principles and identified the criteria, as well as the procedural framework for
minimum wage fixing, accopding to prevailing national conditions. Based on these
guidelines, conntties have adopted varying methods and procedures for fixing minimum
wages o suit their paritcular socio-economic needs and national interests.

"I‘he Wages Council Act (1947) was, accordingly, enacted to fix minirum wages m
Malaysiz. The scheme and provisions of this Act are neither appropriate nor adequate to
mezt the current needs and conditions with regard to minimum wage fixing in Malaysia.

The absencc of minimum wage regulations, the difficulty of unionizing workers in
smal!mfimedlmnsmedestablishnwms, coupled with the abundant supply of rogrant
workers in the couniry, continue to antificially depress Malaysian workers® wage levels.

Al;ﬂmefactomhavcnecessaawdﬁmcormrdssiomlgofﬁﬁsmdymwnknum
Wage Fixing in Malaysia by the ILO Consuliant, Mr. Ram Thiagarajah, at the nitiative of
the Malaysian Trades Union Congress (MTUC). This Study discusses fie concept and
rationale of Minimum Wage Fixing, the principles and criteria enunciated in the respeciive
Imcmauonal Labour Standards on Minimum Wage Fixing, the prevailing law and practices
?}:‘at 1-r|].‘ghmnnur:111 wm different countries, both developed and developing, and, m

i, the warranting the introduction of statwtory Minimy
Wage(s) in Malaysia, e i ——

Apart fnom providing puidelines for the (MTUC), this Publication will equally
benefit the pohcy-r_na'km :::oncemed and employers by grving them a clear insight into the
concept and the: gmd.mg principles mmdertying Minimum Wage Fixing. Tt will also help allay
any fears or mmisgivings that may surround the issue of minimurm wage regulations,

We are thankful to the Bureau for Workers® Activities of the International Labour
Office (ILO-ACTRAV) for sponsonng this initiative and for engaging the services of the
Consultant, Mr, Ram Thiagaraiah. We also wish to accord our sincere appreciation to 1LO

ACTRAV for their invaluable support and ation extended. duri i
AC vty COOPET uring every stage of this

It is our sincere hope fhat this Publication will serve ils intended
o] ! : urpose of
Tacilitating the early introduction of statutory Minimum Wage(s) in Malaysia. P

President, _
Malaysian Trades Union Conaress.

MESSAGE

The Buremu for Workers' Activities, International Labour Office (ILO-ACTRAV),
Geeneva is indeed greatly pleased to have been able to support the publication of this.
sigaificant work, “Minimum Wage Fixing in Malaysia.”

Minimum wages constitute an integral and a very important element of the ILO’s holisuc
approach towards creating, sustaining and improving the quality of life of workers
worldwide. ILO Convention No. 131 ang its accompanying Recommendation No. 135
(Minimum Wage Fixing, with Special Reference to Developing Countries) provide the
magnitude, direction and scope of minimum wages within the context of mnational
simations. The ILO, while cognizant of specific national circumstances relating to
economic competitiveness with job creation assuming cross-cuiting priority, continues to
strongly pursue its mission towards encouraging and promoting governments, employers
and workers to identify, consider and implement viable wage managernent systems in their
respective national setting that would, at the very least, afford good quality of Lfe for
workers.

With globalisation occupying the central position in most, if not all, aspects of employer-
employee relations, it is within the fitness of things that governments take cognizance of
workers’ aspirations to have access to a decent standard of living as citizens of a free, civil
society. The new millennium is fraught with challenges that need 1o be adequately
addressed with ever increasing strengths of coordination and cooperation. Social dialogue
and tripartite initiatives in an environment of mutual trust, confidence and understanding
are therefore the very foundations for realising sustainable social development.

This publication, commissioned by the ILO, will hopefisily provide ample educational
opportunity for industrial relations practitioners, researchers, students and all concerned
individuals having z keen interest m the subject of minimum wages. The references,
statistical data and interpretation provided by our Consultant, Mr. Ram Thiagarajah,
throughout the course of this publication should prove a very useful source of knowledge
and inspiration 1o 21l concerned parties towards the successful implementation of a viable
minimum wage mechanism in a national setting.

M.V. Simon

Director

Bureau for Workers® Activities

International Labour Office (ILO-ACTRAV)
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MINIMUM WAGE FIXING IN MALAYSIA

(A STUDY)
BY

RAM THIAGARAJAH *

INTRODUCTION

The ongin of the concept of “minimum wage” dates back to the turn of
the last century. It gained statutory recognition in Malaysia in 1947 through
the enactment of Wages Council Act 195, but its scope of coverage continues
to remain very limited. The covmntry has recorded steady growth rates over the
years and has become one of the newly industrializing countries in the region.
kt is now geared to realizing Malaysia Vision 2020,

The workers” contribution to the country’s ecomomic growth and
natiopal development as well as their co-operation in overcoming the recent
economic érisis have received government’s recognition and appreciation.
Yet, a significant proportion of the wage earpers in the country remain poorly
paid and devoid of basic necessities of life. The vast majority of these workers
are unskilled and remain outside the coverage of tade union membership.
Thus, they do not posses the collective strength and bargaining power to
improve their level of wages and conditions of employment at their own
initiative. Their problem has been further weakened by the mass influx of
migrant workers, who are willing to accept employment on rates of wages
lower than ihat of their local counterparts.

* Conpuliant on Exeplrymint Relations. Farmerly @ the Minkstry of Labogr, 51 Lanka s 1561,
bas serval as ili ExpertComsplant @0 & puober of R0 grojeds pertsiing o Labour
Admivigiratin, Laboor Belatims and relsted felds @ the Asth-Pacic Hogin. Coottues
underinke searies of Reseerch projects i the B4,




How can the plight of these vulnerable groups of poorly paid workers be
remedied? Wil the Introduction~of statutory minimum wage(s} provide a
solution?

This paper discusses the various aspects of minimum wage fixing in historical
retrospect and international perspective, and considers the feasibility of

introducing statutory minimum wage fixing in Malaysia for the better income c H A P I E R 1

protection and improvement of the living standards of the vulnerable
categories of workers.

HISTORICAL
BACKGROUND




CHAPTER 1

HISTORICAL BACKGRO

1t is generally considered that minimum wage regulation had first been
developed in New Zeatand (1896) followed by Australia (1899) and later by
Britain -(1909). Other countries followed suit in subsequent years: France
(1915), Norway (1918), Ausiria (1918), Czechoslovakia (1919), Germany
{1923), Spein (1923) and Belgium (1934). As the main objective of
minimum wage regulation was the elimination of “sweating” — that is, the
payment of exceptionally low wages, its application was usually restricted 10 2
limited number of particularly low- paying sectors or to selected categories of
workers, such as homeworkers, women, children and indigenons workers
judged to be particularly valnerable >

As elsewhere, a number of developing countries had also carried out
experiments with minimum wage regulation for the protection of the
categories of workers judged to be particularly vulnerable, In Sni Lanka, for
example, the Minimmum Wages (Indian Labowr) Ordinance was promulgated
in 1927 in order to repulate the wages of Indian workers employed in
plantations. In Aftica, a number of colonies introduced minimum wages soon
after the First Worid War in order to prevent forced labour arrangements.
British colonies in Africa and the Caribbean issued a number of minimum
wage ordinances during the 1930°s. Latin America was not an exception 1o
this general trend in minimum wage regulation. In Argentina, for cxémple, the
Home Work Act was adopted in 1918 in ling with the then prevailing trend in
Europe.

1. L0 Minfoors Wage Ebdng —~ An Imteeatind] Heview of Prectos ol Probams, Geraid
Starr, ILD, Benerva, pp. 1-2
2 Mininogn Woges and Developmen proparel by the IL0 i Libeur Managemant Seres B4;
Labewr Helations tn Alria — Englich Spesking Coundcies, ILD, Genava p. 53
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The most significant developiment in minimum wage regulation in
Latin America was the explicit reference to minimum wages in the Federal
Constitution of Mexico adopted in 1917, which, in Article 123, VI, States: !

The minimum wage to be received by a worker shall be that which is
considered sufficltent, according to the conditions of each region, 1o satisfy
the normal need of bis living, education and honest pleasures, considering
him as the head of a family..........

These Constitutional provisions, eventually, led to the introduction in
1937 of & National Mimmum Wage Board for the fixing of genieral minimum
wages appilicable to all workers throughout the couniry. Few other Latin
American countries also introduced similar minimum wage regulation with
broader scope and coverage (e.g. Costa Rica and Cuba (1934) and Brazil
(1938)

With the exception of a few countries, Minimum Wage fixing
remained a varely used and limited instrument of government policy in both
industrialised and developing countries before the Second World War.
Legislative provisions did not exist in many countries, and where they existed,
their application was resiricied to only a few categories of workers. It was
towards the end of the econcmic depression of 1930s and after the Second
World War that the number of countries adopting 2 minimum wage regulation

. grew rapidly. There was also a trend towards extending protccﬁon to morc

and more groups of workers and in maiy cascs COVCrage was mors universal,

-Presently minimurn wage provisions are found in the labowur laws of the
vast majority of the countries throughout the world, both in devcloﬁed and
developing. An exceplion to this pattern is found in some countries of Europe
(Austria, Federal Republic of Germany, Finland, Denmark, Norway, Sweden,
lialy, and Switzerland). In these countries collective bargaining is so
extensively practised that minimum wage regulation has not been considered
necessary or has been confined to a very limited number of workers. * As for
developing countries, virtually all those in Asia-Pacific, Affica, Latin America
and Caribbean have legislative provisions on minimum wages.

S, 1L0 Mintmum Wage Fodng — An Infernational Review of Pracifces and Probimms, Bereld Stasr,
HH, feneva, p. 3

4. BM p 4
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HAPTER 2

DEF]NITION: OF MINIMUM WAGE

None of the International Labour Standards concerning Minimum
Wagpe Fixiag dpﬁu@s the term “mininum wage.” Each of these standards uses
a different term specific to its own pwrpose. Thms, Minimum Wage Fixing
Machinery Convention (No. 26) 1928, and the Minimum Wage fixing
Machinery (Agricutture) Convention (No 99), 1951 use the ferms “minimum
rates of wages”, while the Minimum Wage Fixing Convention {No 131), 1970
systematically uses the term “minimum wage”. The corresponding
Recommendations Nos, 30, 89 and 135, however, use the terms “minimum
wage”, “minimum rates” and “mintmum rates of wages™, respectively.

{n attempting a definition of “minimum wage” it may be useful to
recall the conclusions of a meeting of experts convened by the Governing
Body of the ILO at its 168® Session (Geneva, February-March 1967) to
examine, inter alia, the problerss of minimmen wepge fixing with special
reference to developing countries. The experts stated in their report that
minimum wage “represents the lowest level of remumeration permitied in law
or fact, whatever method of remuneration or the gualifications of the worker:
(.....) is the wage which in each cowntry has the force of law and which is
enforceable under threat of penal or other appropriate sanctions. Minimum
Wages fixed by collective agreements made binding by public authoritics are
inciuded in this definition.” '

5. Baport of the Masting of Experts of 1967, mra 106




The concept of a minimum wage a5 is deducible from the relevant
International Labour Standards combines theee distinet aspects.® First, wages
are the remuneration for work performed by the worker, secondly, as the
worker’s basic income, wages roust ensure the worker’s subsistence, and that
of his or her family; and, thirdly, wages are a production cost and a component
of general consumer expenditure.

Thus, “minimum wage”, for the purpose of this Paper, will refer to

“the minimuun sum payable w u .marker Jor work performed or services

rendered witkin a given period, whether calculated on the basls of time or

.ou.tpu(, which may not be reduced cither by individua! or collective

agreement, which is guaranteed by law and which may be fixed in such a

way as (o cover the mininuim needs of the worker and his or her fawdly, in
the light of national economic and social conditions”.”

L Bacanmandstens Moz, 30 (Part I and B3 (Fart 1, pera 2) and Coovenitn Na 131 {Artide 8)

B0 Mt wagee- Waga fixtng machinery, Application ecd Suparvietn, 1L 73h Seegim 1392,
ILD Bamava, p.13
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A

CHAPTER 3

MINIMUM WAGES AND INTERNATIONAL LABOUR STANDARDS

Historical Development

The founding members of the International Labour Organisation had
expressed their concern over the need for a decent living wage for workers
from the very inception of the organisation. They considered that one of the
aspects that should be the subject of regulations on conditions of work was a
wage that secured workers “a reasomable standard of life as this was
understood in their time and country™

This was in response to 2 similar concern expressed by those member
States of the ILO which had signed the Peace Treaty of Versailles (1919) and
considered that there was an urgent need to improve the conditions of work,
inter alig, by “the provision of an adequate living wage” ¥ These principles
formed part of the Peace Treaty and wore later incorporated as part of the ILO

. Constitution adopted in 1946.

The Declaration of Philadelphia concerning the aims and purposes of
the ILO adopted in 1944 reaffirms the concern of the ILO over the workers’
wages. It states, inter alia, that “the Conference recogmises the solemn
obligation of the International Labour Organisation to further among the
nations of the world programmes which will achieve ~-——-—-a minimusm living
wage [for] all employed and in need of such protection™

8. IL0 Miohmum Wages — Wage fbdng Mechipery, Appliciim and Supervieon, feport II (Ferl
40) IL 79* Semeim 1992, ILD, Geneva, page 1

9. I Constiution and Hules, Beneva Cclober 1521, pp- 4 acd 17




IL.O Conventions and Recommendations
Since 1921, the ILO initiated series of measures to promote the

principle of minimum living wage among iis member States. Among others,
the International Labowr Conference adopted the following Conventions and
Recommendations concerning Minimum Wage Fixing

a Minimum Wage Fixing Machinery Convention (No 26} and
Recommendation (No 30), 1928

b, Minimum Wage fixing Machinery (Agriculture} Convention {No 99) and
Recommendation (No 89), 1951

& Minimum Wage Fixing Convention (No 131) and Recommendation (No
135}, 1970

The International Labowr Conference bas also adopted other
instruments that refer to minimum wages, including the following:

a. Social Policy (Basic Aims and Standards) Convention No 117), 1962

b. Labowr Clawes (Public Contracts) Convention (No 94) and
Recommendation (No 84), 1949

¢. Protection of Wages Convention (No 95) and Recommendation (No 85)
1949

d. Equal Remtmeration Convention (No 100} and Recommendation (No 90),
193]

e. Employment Promotion and Protection of Employment Convention {No
168) and Recommendation (No 176), 1988

C TLO Resolutions

In addition 1o these instruments, the Intemnational Labour Conference
has adopted & number of Resolutions on numerous occasions dealing directly

or indirectly with minimumn wages. Among these, special mention may be
made of the following:-

a Resolution concerning international Trade and Emplayment, 10
b. Resolution concerning the Convocaiion by the ILO of o (ripartite
World Conference on Employment, Income distribwtion, Social
Progress and the imernational Division of Labour. "
o Resolution concerning Industrialisation, the Guarantee of Employment
and the Protection of the Income of Workers. 2
d. Resolution concerning Development, Foreign Debt and the Social
Objectives of the ILO. ©
e Resolution concerning Rural Employment Promotion. '
£ Resolution concerning Structural Adjustment, Industrial Relations and
Ecanomic and Social Development. s

Mkl Bullettn, ¥d. 11V, 1971, Serle A, No 3, pp 26880

Oficta! Bulettn, Val. LVI[, 1974, Serioa &, o 1, pp. 42-43
Dfictal Bufletin, Vol LVEHI, 1875, Sarks &, No 1, pp. B85
Offictal Bullettn, Vol LXIX, 1886, Serls A, No 2, pp. 102 -105
Dl Pullatn, Vb LXXE, 1986, Savee A bo 2, pp. 105 -115
Offictad Bullettn, Vol LXXIV, 1981, Sevles A, g 77-80

-10-
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Resolutions dealing directly or indirectly with minimum wages have
also been adopted at the regional level. These include the following

eselutions and conclusions adopted at the tenth and eleventh Asian Regional
Conferences: ®

a Resolution concerning Action of the Imternational Labour
Organisation in respect of restrictive trade policies and rheir effects on
employment,

1.3 Conclusions on growith and Structural Adjustment,

ILO Indusirial Committees, joint committees of technical meetings too have
adopted a number of conclusions or resolutions concerting minitaum wages.

. Objectives of the Conventions on Minimim Wouge Fixing
(i) Conventions Nos, 26 and 99

The underlying objective of Convention No 26 is to prevent the
payment of very low wages in industry or in certain trade, in which there is no
effective arrangement for fixing minimum wages."” To reflect this objective,
the preparatory reports and the Conference’s discussions placed emphasis on
bome working trades. As stated by the Director General of the ILO in his
report to the Eight session of the International Labouwr Conference, “The
necessity for the payment of a minimum wage is primarily felt in those
industries which through the absence of organisation on the part of the
workers or for other reasons, pay wages lower than the normal wages, in the
sense of the average wage obtained in the same country by workers in
organised industries™. '® '

18 Mficssl Bulistin, Vol LXY, 1987, Serks A, No 1 p. 41 and GH. 25285 Beneva (March)
1992, pp. 20280 '

7.  Mmimumd Wages- Wage Fixing Machinery and Superviem, Bepert i1 (Fat 48] B0
Gomeva, pane  ILL 79% Seectn 1992, p 16

1B 1IL Repart of \he Derector-General, Annax IX, Vol T, 8 Seeskm, Geoave, 1925, p326

-11-

Article |, paragraph 1 of Convention No. 99 identified the
Convention’s objective as requiring member States “io create or maintain
adequate machinery whercby minimum rates of wages can be fixed for
workers employed in agricuttural undertakings and related occupations™
Recognising the fact that wages in agriculture are considerably lower than
wages in industry, this Comvention was seen as  “a way of promoting
economic and social conditions that would turn agriculture into a remunerative
occupation, and lay the foundations of higher standards of living for all
workers in agriculture”. "’

Conventions Nos. 26 and 99 explicitly set forth a twin objective, namely,-

a. The creation or maimenance by matifying States of methods or
machinery for fixing minimum wages in industry or in certain trades
and in agricultural undertakings and related occupations.

b. The effective regulation of minimum wages for industry or certain
trades and in agricultural undertakings and related occupations which
fall within the scope of the machinery established for the purpose of

fixing minimum wages.

15 ILG Hepan; VI (2), O, S5 Session, Geneva, 130 p. 51

- 12-
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- Conventien No. 131

Convention No. 131 also aims at preventing the payment of
exceptionally low wages and, accordingly, it defines two objectives:

a. To establish and maintzin an eficciive minimum wage fixing
machinery {as an obligation on the part of atifying States).

b, To give wage eamers the necessary social protection in terms of

minimum permissible levels of wages

Thus, Convention No. 131 aims to strengthen the protection of workers
provided by Conventions Nos. 26 and 99 as well as to make minimum wage
fixing machinery an element of sociat policy. »

E. Scope of Application of the Conventions
The scope of coverage of Convention No. 26 extend to workers
employed in certain irades or pars of trades, in pariicular home working
trades. The term “trades” for the purpose of this Convention refers to
Jmanufacturing and commerce. Convention No. 99 Hmits its scope to workers
employed in agricultural undertakings and related occupations.
The scope of application of the provisions of Convention Nos. 26 and
99 are however made conditional on:-
a the absence of arrangements for the effective regulation of
wages in the trades or parts of trades for which minimum wage
Jixing machinery is to be established or maintained, and
& the existence of low wages.
Both these Conventions also oblige the ratifying States to “consulf” the
organisations of employers and workers concerned.
.

Ti: Hepart of the Dbachor-Beneral, Amex 1%, V. 1T, B° Sessim, Bexrvn, 1595, p 3G

-13-

Convention No 131, on the other hand, broadens its scope to
cover all groups of wage-eamers whose ierms of employment are such ihat
coverage would be appropriate, without referring to any specific economic
activity. The groups of wage earners to be brought within its scope ate to be
determined by the matifying States, “in agreement or after fidl consultation”
with the representative organisations of employers and workers concemned,
where they exist.

F. Minimum Wage Fixing Machine

. Both Conventions Nos. 26 and 99 require ratifying States to create or
maintain mﬁchinery whereby minimum wage can be fixed (Article 1,
Paragraph 1), but without stipulating any corresponding obligation to fix these
minintum wages. Convention No. 131, however, stipulates that ratifying States
are bound not only to establish minimum wage fixing machinery but also to
fix these wages (Article 1, paragraph 1 and Article 4, paragraph 1).

According to Article |, paragraph 1 of Convention No.26, there is no
obligation for a ratifying State to create or maintain minimum wage fixing
machinery, if wages may be effectively fixed by collective agreement In the
case of Convention No. 99, the obligation of ratifying States to create or
maintain “adequate machinery whereby minimum rates of wages can be fixed
for workers employed in agricultural undertaking and related occupation”, is
not subject to any conditions. It is, therefore, within the right of a State to fix

minimum wages by means of collective agreement.

-14-
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Recommendation No, 135 (Part TV, Paragraph 6) lists different types
of minimum wage fixing machinery, as follows:

() Stanue

{b) Decisions of the competent authority, with or without formal
provision for taking account of recommendations from other bodies;

{c)  Decisions of the wage boards or councils;

(d} Industrial or labour courts or tribunals;

(e)  Giving the force of law to collective agreements.

In establishing machinery for minimum wage fixing ratifying States
are required by Convention No 131 (Article 4, Paragraphs 2 and 3) 1o provide
for-

a. The full consultation with representative organisations of employers

and workers concerned or where no such organisations exist,'

representatives of employers and workers on matters connected with
the establishment, operation and modification of such machinery;

b. The direct participation in the operations of such machinery of —

(i)  represeniative organisations of employers and workers
concerned or where na such organisations exist, representatives
of employers and workers concerned, on a basis of equality;

(i) persons having recognised competence for representing the
general interest of the counfry and appointed afier full
consultation with representative organisations of employers and
workers concemed where such organisations exist and such
consultation is in accordance with national law or practice.

-15-

Conventions Nos. 26 and 99 also provide for the right of organisations
of employers and workers or for their representatives to participate and to be
consulted in the determination of minimum wages. All these instruments
provide that the obligation to consult the organisations of employers and
workers concerned should be carried out at different times. Initially it should
be done at the time of determining the scope of the minimum wage sysiem to
be established and secondly, during the operation of the minimum wage ﬁxing'
machinery.

In considering the meaning of the terms  “comsultation” and
“participation” in its 1982 General Survey of the reports on Convention No.
144 and Recommendation No 152 on Tripartite Consultation, the Committee
of Experts stated that “consultation” has g different connotation from mere
“information” and from “co-determination”. Tt also pointed out that “the
views expressed in the course of consultations were not a form of participation
in decision making but simply one stage in the process of reaching a decision.”
It further added that “consultation must be able to have some influence on the
decision™.

G.  Purpose of Minimum Wage Fixing
According to the Recommendation (No 135) (Part I, Paragraphs 1 and 2)-
& Minimum Wage fixing should constitute one element in the
policy designed to overcome poverty and to ensure the
satisfaction of the needs of all workers and their families.
b, The fundamental purpose of minimum wage fixing should be to

givé wape eamers necessary social protection as regards
minimum permissible levels of wages.

-16-




Coverage of Minimum Wage Fixing System

The Recommendation (No. 135) provides that the number of
groups of wage eammers that may be excluded from the s;cope of
application of Minimum wage Fixing Coavention No 131 should be
kept to a minimum {Part Il, Paragraph 4)

It further provides (Paragraph 5) that, for purposes of Article 1
of Convention No 131, the system of minimum wage may be applied
o the wage eamers covered by fixing a single minimum wage of
general application or by fixing a series of minimum wages applying to
particular group of workers.

Another provision of the Recommendation (Pamagraph 5)
stipulates that a system based on a single minimum wage-

a. need not be incompatible with the fixing of different rates of
minimum wages in different regions or zones with a view to

allowing for differences in the costs of living.
b should not impair the effects of decisions past or future, fixing

minimum wages higher than the general minimum for
particular group of workers.

-17-

Criteria for Determining the Level of Minimum Wages

Recommmendation No 135 (Part [I) states that in determining the level
of minimum wages, account should be taken of the follewing criteria,

amongst others:-

a the needs of workers and their families

b. the general level of wages in the couniry

c the cost of living and the changes therein

4 social security benefits

e the relative living stantiards of the other social groups.

FA Economic factors, including the requirement of economic

development, levels of productivity and the desirability of
attaining and maintaining a high level of employment.

Adinstment of Minimam Wages
Recommendation No. 135 (Part V) provides as follows in regard to

adjustment of mintmum wages:

a Minimmm wage rates should be adjusted from time o time to
take account of changes in the cost of living and other
economic conditions.

b, To this end a review might be carried owt of minimum wages in

relation to the cost of living and other economic conditions

either at regular intervals or whenever such a review is
considered appropriate in the light of variations in the cost of
diving,

c In order to assist the process of minimum wage adjustment,
periodical surveys of national economic conditions including
trends in income per head, in productivity and in employment,
 unemployment and nderemployment, should be taken fo the
extent that national resources perniit.

-18- .
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Binding Force of Minimum Wages

All the Conventions (Nos. 26, 99 and 131) provide for the
binding force of minimum wages for employers and workers and
stipulate that, once fixed, minimin wage may not be abated.
Conventions No. 26 and 99, however, make ceriain exceptions to this
rale. While Convention No. 26 provides the possibility for exemptions
from minimum wage rates fixed in collective agreements by means of
a general or particular authorisation of the competent authority,
Convention No. 99 allows for exceptions to the fixed minimum rates
only in individual cases, and where necessary “fo preveni the
curiailment of employment opportunities of physically and mentally
handicapped workers”. )

State of Ratification of the Conventions

As at 31" December 1998 Convention No. 26, which came into force
on 14™ June 1930 has received 101 ratifications. Convention No. 99,
which came into force on 23 August 1953, has received 52
ratifications. Convention No. 131, which came into force on 29 April
1972, has been ratificd by 41 countries.
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The Asian Pacific countries which have ratified these conventions are listed

below:'

A. Convention No. 26

B. Convention No.99

C. Convention No. 131

Name of Coun
Australia

China

Fiji

India

Japan

Myanmar

New Zealand
Papua New Guinea
Solomon Islands
Sri Lanka

Australia

Japan

New Zealand
Papua New Guinea
Philippines

Sri Lanka

Australia
Japan
Nepal
Sri Lanka

09.03.31
05.05.30
19.04.74
10.01.55
29.04M
21.05.54
29.03.38
01.05-76
(6.08 85
59.06.71

19.06.69
29.04.7
01.07.52
01.05.76
291253
05.04.54

15.06.73
16.05.74
19.09.74
EIR N

- Date of Ratification

91 Goa lists of Pstbimtons by Cooveotim aed Couniry, Bepart T0 (Part 2), IEC 85" Scecim 1987, 1D

Bamava
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CHAFTER 4
MINIMUM WAGES AND OTHER INTERNATIONAL STANDARDS

The United Nations Organisation has also dealt with the question of
minimum wages on a number of occasions through the intemational
instruments it had adopted over the years. These include, in particular, the
Universal Declaration of Human Riglts, Z which in Article 23, pamagraph 3,
provided that “ Everyone who works has the right to just and favourable
remumeration ensuring for himself and his family on existence worthy of
human dignity......”". Similarly, Article 7 of the International Covenant of
Economic, Social and Cultaral Rights * wmakes provision for the right of
“remumeration which provides all workers, as a minimum, with -—— a decent

living for themselves and their families in accordance with the provisions of

- the present Covenant”.

Regional Organisations have alse adopted legal instruments which
refer directly or indirectly to minimum wages e.g. American Declaration of the
Rights and Duties of Man {1948), the African Charter of Human and People’s
Rights {1961) and the European Sociat Charter (1961).

BR

Adnpted by the Geners? Assembly 1o Heschsfim 217 A (I), of 16 Decamber 154B.
Adopted by the Ganeral. Azeerohly e 16 Hecamber 966 and which mme ints bore e 3 January
1978,
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CHAPTER §

INTERNATIONAL EXPERIENCES IN MINIMUM WAGE FIXING

A: An Overview

As noted earlier, minimum wage fixing is now widespread among both
industralised and developing countries. But, the system of minimum wage
fixing, Hs coverage and the effectiveness of the systemn vary between countries

~with differing socio- economic and political background.  Whereas minimum
wages are fixed by law in some countries ** in others they are fixed by
tripartite wage boards or councils,  Government decisions, ** coliective
agreements 7’ (and extention of these agreements) ** or arbitration awards (and

extention of these awards)”

The coverage of minimum wages is of overall application to all
workers nation-wide in certain countries *° or is of limited application as in
others. In the latter case, minimum wages are fixed on a regional or zonal

basis ! or according to branches of economic activity 22 or occupational

categories. ™

T Dradl, Caoads, Unhsd Gutes, Uniod Bingpiom, Egypt, Naedands, Yugodavia,  Nigesta
Luxarborrg.

o5, Argenting, Columbia, Ecusror, Philippines, Japen, indmects, Mdcn

% Algera, [ube, New Zesand, Spamn, Angds, China, Morocen, for, Partugal, Paamss. Srt Lanka,
Zamhla, Bangiadesh

27 Coumbla, Gustemals, Bumes, Swazlmd, Yugoslavia,

28. France, Anmiria, Bermany, Switzerland, Rtaly, lapan, Bebamas, Sri Lamka

25 Austala, New Zealend, Columbia ,

3.  Freus, Spain, Coumbia, Unked Biogom, Naw Zaland, Portugal, Sault Arshila, Belgtim, Berlm,
Fulgaria, China, Plzad.

5. Ausila, Argentina, Thaland, Phippines, Canada. Untted Stmim, Australia, Paams, Senegel, Mall
Maxco,

2. Germany, Austria, France, Houres, Madco, Chal

% Germany, Austrla, Argenting, Coba, Cineda, Cofmnbia, Bumenta, Spatn, Zambis
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The criteria applied for the fixing and adjusting of minimum wages
inchudg the social and economic needs of workers and their families as well as
the national economic and social considerations. The socla] and ecopomic
needs of workers and their families are merely mentioned in the legislation in
some countries, >* while in others they are defined in detail to inchide material,
moral, social and cultural needs, housing, food, education, health, leisure,
clothing, hygiene, transport, social security or the practice of sports. >

As regé:ds the application of the criteria relating to national economic
factors and requirements of development of the country in fixing minimum
wages, the legislation of some countrics require that the criteria listed in
Convention No. 131and Recommendation No. 135 be tzken into account. %
The level of the country’s economic and social development is applied in a
few countries ¥ In cerfain other countries the general econornic situation of
_ the country is taken into account. % Employment related criteria are also taken
into account in fixing minimum wage in some countries. ** Other criteria
apphied in minimum wage fixing in certain other counfries include
productivity trends or levels,  the suitability of minimum wages to income
and prices policy ;' the concept of reasonable return on private investment,
income redistribution and investment policy, ¥ level of government and
'European commumity subsides. *

Heart!, Careyl, Chad, Gustomals, Namibt:

Anstrse, Banglodesh, Bolghmn, Hrazt, Netherlands, New Zaaland, Phifippines, Canada
Australta '

Bangledech, Canada, Pakistan, Maxdon, Pers, Spatn

Camada, Chila, G, Hungary, New Zealand, Fortegsl, Palipgines

Bulgeria, Cuba, Butnee, Hoodures, Aomants, Spatn

Portugal

LCanads, Fhilippioes

Panama,

Untial Eapdom

thpraBBEYdERE
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Gender based minimum wage fixing is fasi disappearing but the
practice of fixing lower raies of wage for special categories of workers
is prevalent in some countrics. These include young workers,
apprentices, *® disabled workers ** and aged and slow workers **. The
practice also prevails in some countries whereby different rates of
minimum wages are fixed for agricuftural and non-agricultural
workers, *

Adjustments or review of minimum wages is expressly
provided for in the legislation of some countries * while in others it is
carsied out independently of legal provisions. ! Such adjustments are
carried out at regular intervals in ceriain countrics, while in others it is

_ done with no periodicity. *2 In the former case, adjustments or reviews

are made once in three months, # every six months, > cach year, 5
every two years * or every three years.”

Avetralia, Indla, Mauritenie
fuatamals, Hondvras, indla, Mimrame

Argeotina, Australts, Chad, Cansde, Loembeorg

Malta, ndis, Austraits, Canada, [Infied Staten

Untted Ringekam, Solamon felands, Medo
Hotgwana, Brazd, [kiis

Anqels, Avstralis, Srt Tanka, Belghon, Pakisian
Mapritania, Sri Laoka

Poland, Homanta when meoresse o prices 1o highar than 5 par cik,
Ecuader wih recpect o minteen Hing wagea,

Naw Zaeland, Japen, Swaztiend, Mioocm, Mauriitus

Zambia, Zimbehwe, Turkey, Japen with respect to home workers
San Marino with regpec o neagotiation of coflective agreement.

SRR LEPEREBESBIAB
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B: The Role and Scope of Minjmum Wage Fiving

Official declarations of the objectives of minimum wage fixing

often stress its use in ensuring that wage eamers receive what at a

particular time and place are considered to be decent wages. A list of

other related objectives are alse pursued.- Among those, the most
commonly stated are:-

(@)
)
]
{4
)

®

the elimination of sweating or exploitation;
the preservation of purchasing power;

the reduction of poverty;

the removal of unfair competition;

the ensuring of equal pay for equal work;
the prevention of industrial conflict; and

the promotion of economic growth and stability.

There is general recognition of the need for the Siate to become

involved in fixing legal lower limits to wages, but quite differeat

conceptions of the role of minimum wage fixing in the national system

of wage determination have evolved. * Broadly, four basic roles are
identified as follows:-

58, T Mintmum: Wage Fixing- An Intarnettonal Beview of Practioes and Problems, Gerald Starr, ILG,

. Benava, p.17
2 Taid

35

Indusiry- Based Minimum Wage System

(a)

The protection of the vulnerable groups of workers

The scope of application of this role is limited to those groups
of workers who are in a very weak bargaining position in the
fabour market. Originally, the notion of vulnerability was
associated in some countries, with certain broad categories of
workers (e.g. homeworkers, young, female or indigenous
workers). Now it is often related to conditions prevailing in
individual industries. Although the objective criteria for
identifying these industries are not defined in legislative texts
or in opecating practice, it is generafly assumed that they should
be those characterised by both an absence of effective
collective bargaining and low pay. % The wage council system
which has been in operation in the United Kingdom in one form
or another for about nine decades (until 1993), provides an
example of this role in minimum wage fixing. Under this
system over 3 million workers were covered mainiy in the retail
trade, hotels and restaurants, hairdressing, editing and
agriculture. ' Developing countries that have been infiuenced
by the British legal traditions and practices have also assigned
the role of protection of vuinerable groups of workers to
minimum wage fixing. (e.g. Sri Lanka, India, Pakistan, Finland
and Seychelles)

dad for in the M

Wage Fixtag Machinery Eoovention 1528 (Mo 26)

II0 Mintmum Wege Fixiog- An Internatimal Heview of Practies and Problems, Gerald Stars, ILO,
Genava, p. 21
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Determination of fair wages

This role reSembles the role last described above in that
it also implies fixing minimum wage for individual industries
and occupations, but the distinguishing feature of this role is
the much broader conception of the scope for wage regulation.
Coverage is not restricted only to a small pumber of low-paid
unorgenised workers but poteatially covers all workers
including those receiving comparatively high wages. & This
role underscores the belief that a collective process for
establishing wage standards is lkely to produce more
acceptable wage levels and stuctures than if wage
determination is left to unregulated labour market processes
and decisions in individual enterprises. K also attaches
considerable importance to having & “common mie” for
individual indusiries or occupations in order to promote the
application of the principle of equal pay for equal work and to
reduce the area of industrial conflict. It further seeks to isolate
wages from excessive competitive pressures, the reasoning
being that while producers should be free to compete in matters
of price, design and quality of product or service, it is unfair for
competition to be based on a bidding down of workers’
wages.® Conceptually, this role conceives minimum wage
fixing as a means of improving wage structure and industrial
refations. The underlying objective is not one of reduction of
poverty by improving the relative position of the lowest paid,
but rether, the determination of what is judged to be “fair”
wages in the particular circumstances of a given industry or
occupation.

Tid p. 24

-7 -

This rofe for minimum wage fixing pre-supposes
comparatively weak trade wunion organisations and the
acceptance of extensive government or third party involvement,
in determining wages. Thus, it is of not much relevance to
industrialised market economy countrics,

However, this role has been assigned to minimum wage
fixing in a number of these countrics. Leading examples would
appear to be the systems of industrial wibunals and boards
which have been operating in New Zealand and Australia, since
the tumn of the last century. Japan provides another good
example with this role for minimum wage fixing Since 1969,
in each of the 47 prefectures in Japan, there is a general ‘
minimum wage plus a number of higher minitman rates for
mdividual industries. The same system prevails in Canada as
well. Some of the developing countries practising this system
include Kenya and Sri Lanka.

In addition to the examples cited above, there is also the
practice of lepally extending the application of collective
agreements throughout an industty which has quite similar
objectives and is a salient feature of the industrial relations
system of a few continental European countries. (e.g. Belgium
and France)

-28 -
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Occupational minimum wages are also introduced in
some countries as & supplement to the general minimum wage,
In Mexico, for example, the National Minimum Wage Board
and the regional boards are authorised to fix occupational as
well as general minimum wage rates to be applied fo important
categories of workers where there are no other legal procedures
for wage regulation and no collective agrecments in the region
applicable to the majority of workers in the occupation or trade
concerned. This praciice also prevails in a number of French
speaking African countries (¢.g. Rwanda, Zaire, fvory Coast)

General Minimum Wape Systems
The Establishment of a Basic floor for the Wage Structure

This system provides for a major role for minimum
wage fixing involving the establishment of a basic floor under
the entire wage structure. This approach is not intended to bring
about major changes in the prevailing levels of wages but rather
t0 make a modest contribution to reducing povery by
providing “safety-net” protection to low paid workers.
Although this role implies that workers in al} sectors are legally
protected, the number actually receiving the minimum is
limited. Deciding upon the level at which the floor should be
established is considerably a complicated task than the fixing of
minimym rates for individual industries. However, despite the
broad legal coverage, the cconomic implications of this
approach need not be pronounced as long as the minimum
wages are fixed at Jevels that do not produce major changes in
prevailing wages and lag behind rather than lead general wage
movements,

-20 .
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A significant number of indusirialised market
econonties, particularly those that have collective bargaming
systems covering less than a majonty of the economically
active population, have introduced general minimum wages
(e.g. several provinces of Canada, Japan, Portugal and Spain) %

Miniman Wages as an Instrument of Macro-Economic Policy

The most comprehensive role for minimum wage
fixation is that of 2 general wage policy instrument designed to
make a significant contribution towards broad national,
economic and social objectives such as a greater price stabilbity,
more rapid economic growth and an improved distribution of
income. This requires that the system of minimum wage fixing
not ondy has a broad legal coverage but also be an influential if
not & predominant method of wage determingtion. While this
role for minimum wage fixation undoubtedly has the greatest
potential for bringing about an improved distribution of income
and economic performance, at the same time it is by far the
most difficult to implement effectively and runs the greatest

risk of producing unintended adverse economic repercussions.®

B4
.

fhid p, 42

Minimyn Wages and Develngroes) preparad by tha () in labour Management Seres 64; Labour
Helations tn Africa-English Speaking Comtries, L0 Seaeva pg. 57
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With the exceptions of the arbitration systems in
Australia and New™Zeatand, rarely has minimum wage fixing
been used as a measure of exerting control over general wage
level movements in industrialised market economics. In fact in
some countrics (e.g France and Spain) there are legal
provisions prohibiting the hinking of other wages to general
minimury wage fixing I a large number of developing
countries, however, minimum wage fixing is ofien conceived of
as the key instrument of government wage policy. (e.g Mexico,
Tunisia, Columbia) In a few developing countries policies of
wage restraint appear to be shifting minimum wage practices in
the direction of basic floor concept. (e.g Brazil, Tanzania,
Philippines)®

Mininmum Wage Coverage

(i) Minimum Wages of General Coverage
' In some countries minimum wages arg required
to be of general coverage extending to all workers

nation wide, while in others this form of coverage is one
amongst several. Generally, in couminics where

minimum wages are fixed by law, the wages apply o all
ocoupational categories in all branches of economic
activity throughowt the country. (e.g. Bz, Canada,
Chile, Netherlands, Nigeria, United States}

I Mintmum Wages- Wage Fidog Marbimery, Applistin and Supervigion, [ 78° Sessim
19%2, L0 Bnewe, P. 49-53

-3 -
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(1)

Wages fixed by pgovernment or another
competent body may also be of general application In
Columbia, for example, minimumn wages fixed by the
National Labour Council may apply to all regions,

economic sectors and  occupational  categories
throughowt the couniry. In France, the Labowr Code
provides for a minimum growth wage (SMIC) for all
the Metropolitan arcas and the territories. In MNew
Zealand, the minimum wage fixed by a decree of the
Govemor-general, applies to all workers of more than
20 years of age throughout the country. Other countries
where minimum wages are of general coverage include
Malta, Portugal, Trinided and Tobago, Saudi Arabia,
Belgium, Benin, Nepal, India, Isracl, Poland, Romania,
Turkey and Ukraine. &

Mininum Wages by Region or Area

In Germany, in the absence of collective
agrcements, minimum wages fixed by the relevant
minimym wage fixing machinery may be applied only
to one and. In Australia, minimum wages fixed by the
statutory machinery in the absence of collective
agreements are only valid for the territory covered by
the machinery, which nover extends to the fodoral
territory as a whole. In the United States, apart from the
federal minimwm wage, minimum rates are also
established at the level of each state or ternitory.

R =, T R TR T T e T

Thid n. 49
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In Panama, minimum wages are fixed by
region, althdugh minimum wages are soinetimes fixed
for specific economic activity within these regions. In
the Upited Kingdom, minimwm rcates of wages for
workers employed in apriculture, at least in Great
Britain are fixed for each county or district, for which
Agricultural Wages Boards kave been set up. These
wages may also be fixed for a defined area in a county
or district. In the Philippines, minimum wages are
established by the region, province or town.

Other countries where minimum wages can be
fixed by regions or zones include Saudi Arabia, China,
India, Indonesia, Japan, Kenya, Nicaragua, Uganda and
the Syrian Arab Republic %

(i)  Mininnan Wages by Sector of Economic Activity

In Argentina, minimum wages in industry and in
agricultural sector may differ. The wage fixing machinery too
is different in these two sectors. A number of provinces in
Canada provide for minimum wages for specific branches of
economic activity. [n France, minimum wages established by
collective agreements vary according to the specific branch of

. economic activity, This type of wage determination exists in 2

number of African countries sometimes also for wages fixed by
a govemment authority. (e.g. Benin, Burundi, Cameron,
Comoros, Chad, Central African Republic)

Thid pp. 51-52
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In a number of countries in L_atin America, minirum
wages are fixed by branch of economic activity (eg
Guatemala, Hooduras, Mexico and Panama)

In the Nordic countries, where minimum wages are
invariably fixed by means of collective agreeinent, these are
negotiated by economic sector. (eg Denmark, Finland,
Tceland, Norway, Sweden). Minimum wages are gemny
established by branch of economic activity in Bahamas, Fiji,
China, Bangladesh, Sri Lanka, Botswana, India.

Countries where different tates of minimum
wages are fixed for agriculture and industry inclede Tunisia,
Kenya, Equatorial Guinca, Morocco and Syrian Arab
Republic.®®

(iv)  Minimaen Wages by Oceupational Categories

In Germany, specialised comuitices are entusted with
establishing minimum wage for, inter-alia, categories of
employment. In Argentina, where the general rule is not to fix
minimum wages by occupation, domestic workers constitute a
category on their own and their wages are determined by the
govemnment. In Cuba, there is a ‘general wage scale and
comesponding wage fates for all occupational categonies. In
Guatemala, Mexico and Panama, minimum wages may also be
established by occupetional categories. This is also the case in
Angola, China, India, Myanmar, Saudi Ambia, Ecuador,
Equatorial Guinea and Syrian Arab Republic. ™

‘Thid pp. 53-54
That pp. 55-56




{(v)  Minionon Wages for Particulor Categories of Workers
(a) Young Workers and Apprentices
“Youmg Workers”, according to the Committee of

In Pakistan and Pere minimum wage rates lower than
the general minimum rate may be fixed for persons aged 14 to
18 years. In the United Kingdom, young agricultural workers
receive a wage, which varies in tate according to age. In the
Netherlands, the minimum wage for young workers is based on
the statutory minimum wage rate according to a sliding scale. ™

Experts, refer to young persons who are of minimum age to
enter the labour market, it who have not yet attained their
legal majority which would allow them to participate fully
in the labour market. “Apprentices”, refers to persons who,
irrespecﬁve of their age, are being trained at their place of
WOl'k.“

(b) Disabled Workers

In some countrics, there are minimum wages that apply Legal provisions exist in & number of couniries for the

only to young workers and apprentices. In some cases, the . fixing of minimum wages applicable to disabled persons.
+ . . : N " [-
national legislation merely stipulates that young workers or In Ausiralia, for example, at the federal level, workess
apprentices may receive wages that are lower than the incapable of eaming the minimum wage established by an
minimum wages normally applied.  This applies to award may be paid 2 wage less than the normal minimum, : E
apprentices in Guatemala, India, Honduras and Nicaragua 3 ,

which is also established in’ the same award For some
and the young workers in Australia, India and Mauritania. prms in Canada, the mmmt authority may

authorise that handicapped persons be paid a wage lower P
than the statutory minimum wage. In the United States, b
disabled workers may, with the authorisation from the
Department of Labour, be paid less than the minimum
wage established by Federal legislation for workers

In France young people under 17 years of age are paid a
minimim growth wage (SMIC) which is reduced by 20 per
cent, as compared with young people who are between 17
and 18 years of age who are paid a SMIC reduced by 10

e et

!ﬁ-
per cent; an exception is made for young workers (but not cally. ® i
apprentices) who have an experience of more than six |r :
months in the same branch of economic activity. [ .
72 M:MMW@Q—W@WW,WMW,M@mM. r
0, Gemava. pp. BO-6L

7.  See Geawrsl Swvey of fhe Beporis relsting to Convention Ho 138 snd Becommendation No 146 W fad pp. G162
ooy Mintmom Age, Hepert I (Part 4B) ILC 67* Seesin 1981 s
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These represent the sectoral imterests of workers,

©) Oth employers and the macro economic concerns of the authoritics.
c er workers

In Australia, aged and slow workers in the States of New -
South Wales and Tasmania may receive wages lower than
the normal minimuom wage. In Queensland, aged workers
may receive rate of wages different from the minimum

In practice, minimum wage fixing authorities are normally
given a greater or lesser degrec of discretion as regards the
interpretation and application of these criteria, as they are
usually expected to strike a balance between economic and

social concerns.”

wage normeally paid In India, minimum wages may be

fixed for children, In Peru, remuneration lower than the L . . ..
The criteria defined to puide the fixing of minimum

minimum wage payable may be fixed for workers aged
pay Y & wage rates are oflen seen as serving two important purposes,

over 60, where loss of capacity is proven, In the United
States, workers whose productive or eaming power is
reduced on accouns of their age, way, with the
autherisation from the Depanment of Labour, be paid a
wage lower than the minimum wage stipulated in faderal
legislation for workers in general, ™

namely-
a. ensuring that mininnan  wages meet the
objectives set for them; and
b decision making is not arbitrary but principled

-and reasoned,

Bui, experience has shown that finding ways to make
these geperal concepts operational is rather difficult

o Criteria for ficing Minimum Wages
Nevertheless, in many countries the legal texts do specify the
In General, most of the crlerda formulated

. . . ) criteria. that should guide the fixing of minimum wages. In
internationally for fixing the relative level of minimum wages

some countries the relevant provisions merely stipulate that
are variants of the following four concerns:-

s needs of workers
s capacify to pay

« comparable wages and income; and

minimum wages shall be sufficient to meet the besic needs
without giving further details. In Costa Rica, for example, the
1949 Constitution, declares that every woiker is entitied to a
minimum wage that will ensure his well being and a dignified
existence. A provision of the Minimum Wage law 1949 further
provides that “wage fixing is fo contribute lo the well-being of

the family—-- and te promote a just distribution of wealth™™

e requirements of economic development

M Thid pp. 63-5d
: w 75,  Mikmum Wege Poag: A Summery of Selated esues, 10 Geansva, Angust 1838

76 Sactiem 1 (ILD Legyidetive Series 1949 - Costs Him 1)
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In other countries, the legislation defines, in btief, what
ave considered to be basic needs. For example, in lrag, the
Labour Code states that wages must be sufficient to ensure for
the worker a decent human standard of living satisfying his
basic requirements, as regards food, clothing and housing.”

In Brazil, the only indication given for the level of
minimurn wage is that it should satisfy at any given time and in
any given region, the ordinary needs of a worker for food,

shelter, clothing, health care and transportation. ™

In Argentina too, the legislation lays down only one
criterion, namely, that the minimum wage shall ensure for the
worker without family responsibilities, adeguate food, proper
accommodation, education, clothing, medical care, transport,

. - . . bl
recreation, holidays and insurance coverage.

In Mexico, the basic needs to be  taken into
consideration are indicated in grater detail. The Constitution as
well as the Federal Labour Act stipulate that the minimum
wage shall be sufficient 1o meet the normal requirements of a
head of a family, of a material, social and cultural order and to
meet the obligatory educational requirements of his children.

7
8
f.-]

Sectim 57h (A8 Lagislative Series, 1970 - kag 1)
Secton 76, Lobour axde, egth editin, 1978
Section. 116 (L0 Laglelattve Sertes 1976 ~ Argenting 1)
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The Federal Labour Act also requires studies to be
undertaken by the Technical Directorate of the National
Minimum Wage Board on relevant matters; including the cost

of living by fomily size, the ecomomic conditions of the
consumer markets and the indispensable budgetr required to
meet the following needs of each family: “Inter-alia, material
ﬁeeds. such as housing, household effects, food, clothing and
tramsport; social and cultural needs, such as enfertainment,
sports, attending educational courses, libraries and other
cultural centres; and expenses in connection with children’s

education.” ¥

In some countries, in addition to specifying the social
ciiteria of ensuring a minimums living wage, the legislation
explicitly provide for the need to take into account economic
constraints. For example, the Fair Labour Standards Act of the
United Stated refers 1o the need to correct and as rapidly as
practicable to eliminale conditions detrimental to  the
maintenance of the minimum standards of living necessary for
health, efficiency and general wellbeing of workers without
substangially curtailing employment or earning power. 8

In a number of French speaking countries, the only
restrictive provision imposed 1s that the tripartite consultative
bodies concerned with minimum wage fixing, shall examine the

“Minimum Living Wage” and “Economic conditions.” 2

81

Sectiom 562 (L 5 1969 — Mdm 1)
Sectien 2 (1. § 1938 - USA 1)
[ Mintmum wage fidng - o Sisrmatiood] caview of prectices and problems: Gerald Starr, L0
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In Japan, the minimum wage law merely provides that
“minimum wages shall be fixed with due regard for the cost of
living of the worker, the wages of kindred workers and the
normal capacity of industries to pay wages "

I countries where the legistation provides for the fixing
of both industry and general minimum wages, the criteria
specified are more detailed. In Peru, for example, the decree
providing for the fixing of minimum wages states that every
person who works shall be entitled to equitable and satisfactory
remuneration ensuring for himself and his family an existence
in canformity with human dignity. ® Minimum wage decisions
are, in addition, required to take into accowunt the cost of living
in the respective localities or regions; the nature, manner and
outpui of the work concerned: the gemeral economic
canditions in the region and the special conditions of the
economic activity or branch concered®

In Hondyras, the Minimum Wage Act of 1971, provides
for the fixing of minimum wages at the highest levels which the
industry may be reasonably in a position to pay, considening the
economic and competitive conditions, and must not result in
one zone or. region having a competitive advantage over any
other, In addition, the Act requires that studies of the following
factors be taken into account: the characteristics of each
occupation, in particular conditions oblaining in each region
and job, the cost of living, the relative aptitude of the workers
and the systems of rerumeration followed in the underigkings.™

The Labour Code of the Philippines containa more
elaboraie provisions as regards the economic considerations
that should enter into mmnimumn wage fixing. It requires that
minimum wage shalt be a5 nearly adequate as is economically
feasible to maintzin the mininexm standards of living necessary
for the health, cfficiency and general well-being of the
employees within the framework of the national economic and
social development programme. Consideration must be given
to such factors as the cost of living, comparable wages and
other incomes in the economy: a fair return on the capital
invested; and the imperatives of the nationad economic and
social development® In addition, the supplementary rules and
regulations * oblige the Minimum Wages Commission to ke
into account social services and benefits provided fres of
charge to the workers, as well as the possible effects of the
given increase in the mintmum wage on prices, money supply,
employment. labour mobility and productivity, Iabour
organisation, domestic and foreign trade and other relevant
indicators of social and economic development. Furthermore,
where what is a fair veturn of the capital imvested cannot
reasomably be detenmined, or where the industry concerned is
not operated for profit its capacity to pay, taking into account

- all the resources available to it, has to be considered.

R

: 8.  Section 121 {5 1974 —Fhlippines 1)
: B3 ook IY, Bul V, Section 4

Section 5 (I, 5. 1953 fupsn 1) 3

Sectem 1 1. 5. 1865 —Feru 18)

Sectin 24 (L 5 1965 Parn 14)

Section 20-21 (LS 1971-Handurag 1)

BR®H
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The minimum Wage legislation of some countries are
completely silent on the issue of criteria. These include Canada,
the Netberands, and the United Xingdom as well as many
countries which have been influenced by British practice (e.g.
Bangladesh, India, Jamaica, Kenya, Sri Lanka and Tanzania) in
these countries the minimum wage fixing bodies are free to
adopt the criteria they consider most appropriate in the
circumstances, ¥

E: Minimum Wage AdJustment

If the minimum wages fixed are to continue to  meet
their basic objective viz. to provide “safety-net” protection or
enswie a decent standard of living, the degree to which they
achieve this objective declines as the general Ievel of wages
and prices rises. The shorter the interval between adjustments,
the shorter the penod of time during which the raes fixed
depart significantly from the most appropriate level, and the
less marked the erosion of minimum wage protection caused by
inflation. Comparatively frequent adjustments also avoid the
disruptive effect of large changes in labour cost. ®

In practice, the frequency of adjustments varies
greatly among countries. In & number of countries adjustments
have been made hvice or more in one year {(c.g Argenting,
Chile, France, Luxembourg, the Netherlands and Uruguay) In
many other countries adjustiments are made once a year (eg
Costa Rica, Ecvador, Iran, Japan, Aastralia, Peru, Portugal,
Spain, Thailand, Mexico) In yet others they are made
approximately every two or threc years (e.g most of the
jurisdictions of Canada) In a large number of developing
countries adjustments are made very iregularly. "

In a number of countries where tripartite wage boards
play a key role, the employers” and workers” members have
been given the right to convene meetings, inter alia, to revise
minimum wages. This practice prevails in countries influenced
by the British Wage Council System. Yet in others (e.g. Costa
Rica, Japari, Panama) workers and employers have the right to
petition the minimum wage fixing board for a review of the

relevant minimum wages. >

Countries that utilise indexation to determine the size of
increases also fix the {iming of adjustments. For example, in
Australia when indexation for adjusting all award wages,
including minimum wages was introduced in 1975, the
adjustments were made quarterly to begin with and
subsequently the interval was extended to six months.

BS. Miotomoun Wages aud Development prepared by the IL0; In labour Mapsgement Sorieg B4: laboor .
Helations & Africe-Engik: Speaking coomiles, 00, Ganava pp. T4 1.
€. Tudjp 120 2 2.

Tl p 120
Ruid p. 122
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in recent years, the ARIC has stipulaied the time period
over which a safety-net review increase should apply in the
federal system as (generally) a year. ** The formula used in the
Netherlands provide for adjustiments every six months, Spanish
legislation requires that adjustments be made every April and
revised after six months if the pational cost of living index has
risen by at least 5 per cent.™

Indexation has been used to adjust minimum wages in
many countries. In France, for example, originally the link was
only with changes with consurner prices. Since 1970 changes in
both consumer prices and wage levels have been taken into
acconmt.  The Dutch approach is unique is that indexation is
linked essentially with wages rather than price movements.

Examples of the use of indexation are also found in a
few developing countries. In India the Minimum Wages Act of
1948 enables the respective State goveraments to fix miniraum
wages comprising of basic wage and a dearness or cost of
living allowance linked to indices of comsumer prices.
Agccordingly, minimum wage orders issued by & number of
States have provided for a deamess allowance. The system of
payment of deamess allowance provides for a lump-sum
increase for each point rise in a specified index. Similar
minimum wage orders have also been issued in Sri Lanka for
over 30 trades under the wages Board Ordinance. Other
countries that applied indexation in minimum wage
adjustments include Papua New Guinea and Chile. ¥

Sare: Dogartment of Employmant, Woekplam Bskations and Souafl Bustes (QEWESB), Canberra,

1L Minum Wam Fhoog-An rternctionel Beview of Prectioos o Problems: Sersdd Starr, B0,
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% CHAFPTER 6

MINIMUM WAGE FIXING IN SELECTED COUNTRIES

A:  AUSTRALIA*

Australia has seven minimum wage sethng
juvisdictions. Bach of the six Australian States has a T
separate systein for fixing minimum wages in addifion L
to the Federal System. Five of the six States’ systems
are govemed by legalisation and institutions controlled
by each of the respective State parliament. The
exception is the State of Victoria which has passed the
legislation and institutional control over its system to
the federal parliament, although, the Victorian system
operates directly from the federal system itself.

Minimom wages in the federal system
{including Victoria) are set through z network of
industrial awards. Awards are legally enforceable
documents determined by the Australian Industrial
Relations Commission (ATRC) and equivalent State
industrial ribunals, prescnbing the minimum wages and

conditions of employment that must be provided to
employees covered by the particular award. The main
awards covering the overwhelming wajority - of
emplovees in the federal system are industry based,
although occupation based awards are alse common

& Each award contains a range of minimal rates for the
different skill levels in the industry or occupation as
well as rates for casuals, junior employees and o
apprentices.

: Sourme: IEWHSH, Dsoberta, Austmbia




Increases in minimuem wages in the federal
_ syster is determined by the AIRC generally in response
to applications from unions operating in the relevant
industry or occupation. While the AIRC (and the
equivalent State tribunals) operate independently of
direct government control, the federal Government can
influence the outcome of these AIRC award wage
deliberations, firstly through the AIRC’s operating
legislation, and, secondly, through the submissions
which it makes to these deliberations on the appropriate

tevel of minimum wages.

The Federal Government policy conceives the
network of award minimum rates as & safety net aimed
particufarly at the protection of lower paid employees,
with actual wages and conditions for most employees
determined by agreements at the enterprise and
workplace levels.

Because of the resirictions in the Australian
Constitution, award rates in the federal system must be
made on an award by award basis. The largest awards
covering the majority of workers in the federal system
are organised on an industry basis. As a consequence,
workers in agricultural occupations will generally be
covered by separate awards. Historically, these awards
have besn fixed by the AIRC according to a work value
relativity with awards in the manufacturing oceupations.
As such awards rates for the variously skilled workers
in the agriculhurat sector are broadly equivalent to those
" for comparable workers in non-agricultural sectors,
~47 -

The federml Workplace Eclations Act prescribes

- a number of criteria to guide the ATRC in fixing

minimum wages. These include economic factors such
as levels of productivity and inflation and the
desirability of obtaining a high level of employment; the
need to provide fair minimum standards in the context
of living standards generally prevailing in the
Australian conmmﬁ:‘g*; and the needs of the low paid. In
addition, the Workplace Relations Act and the AIRC's
principles also provide for consideration in individual
instances of such factors as equal pay for work of equal
value between men and woman, inter- award relativities

and an emplover's capacity to pay.

Legislation does not prescribe any frequency for
the adjustment of minimum wages. However, in the
recent years, the AIRC has stipulated the time period
over which a safety net review increase should apply in
the federal system as {generally) a year. Towards the
end of this period the peak wmion bodies initiate
applications for another review.

Under the fedaral system, a wide range of rates
apply to different work classifications in each industry
and / or major occupation group. For example, the
Meta! Industry Award includes sixteen sepamite

- minimnm rates rnging from the C14 entry level rate for

unskilled (currently A $ 385.40 per week) through the
C10 trades person’s rate {currently A § 477.20 per
week) to the top C1(b) engineer’s rate of A $ 930.10 per
week.
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The federal minimum wage was formally
discontinued in 1986 and revived in 1997, The fedemt
minimimm wage rates fixed since then were- '

$ A per week
April 1997 359.40
April 1998 373.40
April 1999 385.40

Australia has a labour force of 9,384,400 of
which 7,380,100 are wage eamers. Of the total wage
eamers 28 per cent are members of trade unions, while
around 45 per cent are covered by cumently operating
collective agreements. It is estimnated that around 32 per
cent of the Australian employees are reliant for their
actual wages on federal or State safety- net awards.

As at June 1998, the total gross Australian per
capita income per annum was recorded as § A 26,400,
while the gross disposable per capita incorte per annum
was § A 20,100, As against these figures, the annual
minimum wage of a worker stood at A $ 19,416,

- 49.

B: THE UNITED KINGDOM

A number of different objectives have, at
various times, influenced legislative policy in Britain
towards minimum wages. The first modern legislation
was part of a broader attempt to curb the insanitary
labour conditions and exploitation in the form of very
low pay which were associated with: “sweated labour™.
The sweated irades were seen as ‘parasitic’ on the basis
that employers who paid wages below what was needed
for subsistence were receiving a subsidy from the rest of
the .conununity.” Hence, ‘the enforcement of a common
standard throﬁghout the trade not only stops the
degradation, but in every semse conduces to
efficiency’

The Trade Boards Act 1909 introduced statutory
regulations for the first time, but was a limited measure
confined to trades where voluntary collective bargaining
had failed to take root. The Board of Trade was given
power 1o ¢stablish trade boards if, ‘they are satisfied
that the rate of wages prevailing in any branch of the
trade is exceptionally Jow as compared with that in
other employment, and that the other circumstances of
the trade are such as to render the application of this Act
to the trade expedient’” Boards were to consist of
employees” and employers’ representatives sitting with
independent members who had the responsibility of
ensuring agreement; the esuling minivum rates of pay
were given statwtory effect.

57, Laboor Law: Simon Deskin and Bilian 5. Morrs; Butterwerth, pe 251
93, Wath and Webb, [1898] 1920; p. 757
8. Treda Boords Act, 1909, Sectin 1 [2)
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The Trade Boards Act of 1918, (which replaced
thel909 Act) allowed for new boards to be set up m
trades where ‘no adequate machinery exists for the
effective regulation of the wages’ ' and extended the
powers of boards te cover the regulation of hours and

other conditions of employment, as well 25 wage rates.

A major expansion of the statutory system took
place after 1945 and under the Wage Council Act 1945,
the procedures for setting up new councils were
established and the scope of statuory wage regulation
orders were widened to cover ail issues of wages, hours
and holidays. Over 60 wage coumcils were established
under this Act. While implementing the minimum wage
legislation, the Government recognised that theve was a
link between low earnings and poverty, and it sought to
address it not through reforms to the wage councils but
through the social security and tax systems. This was
done by the introduction in 1976 of child benefits to
replace the old system of child tax ellowances and by
the payment of Family Supplement and later, of Family
Credit, as additions to low weekly earnings. '

0. Trade Boards Act 1918, Sectim 1 (2)

101.

Labour Law. Stmon Deskin and Gilliaa 5. Mois; Beterworth: po 253

-51-

Between 1960 and 1980, 27 wage councils
covering half million workers were abolished The
pressure for reform came from a perception, shared by
trede union and governmient, that Wage Comncils were
stifling the development of Voluntary Collective
bargaining. 02

Further reforms were introduced by the Wages
Act 1986 which, inter alia, excluded workers under 21
years fonmn the scope of coverage, restricted the powers
of wage councils to setting single minimmmn wage rates
for each sector as a whole (as opposed to a range of
rates for workers of different grades within each sector
as previousiy); abolished their power to regulate paid
holidays and other terms and conditions of employment;
and required the wages council to consider “the effect
that the rate will have on the level of empioyment
among the woikers to whom it will apply, and in
particular in those areas where the remuneration
received by such workers is generally less than the

national average for such workers’. '®

102, Pad o 258

IS Wages Act 1596, Sacion 14 {B) (a)
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By 1993, the remaining powers of the Wage
Councils were abolished completely, and around 2.5
miklion workers or 10% of the employed labour force,
who were covered by wages orders prior to 1993 were
affecied. With the abolition of the Wages Councils,
statutory regulation remained in place omly in the
agricultural sector.  Around 220,000 workers are
protected by statutory orders made by the Agricultural
Wages Boards for England, Wales and Scotland. 104

The Wages Councils, with the exception of
agriculture, were abolished by the Conservative
govermment because they iook the view that a free
market should determine wage levels, and that
government interference was econornically detrimental.
Agriculture was left as an unusually controlled

economic environment'®4

Prior to the enactment of Wages Act 1986, the
United Kingdom government denounced the ILO
Convention No. 26 of 1928 on Machinery for Minimum
Wage Fixing,

04,

iabor Lew: Stmon Deakin end GilHsn 5. Morris, Baterworth, pp. 254-255

1044 Source: Depariment of Trade and Industry, London, United Kingdom.
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Nevertheless, & number of other international
instruments remain relevant to the question of minimum
wages but without imposing any obligation on United
Kingdom to adopt general legislation in this area
Article 4 (1) of the Council of Ewrope’s Social Charter
of 1961 provides that member states should recognise
‘the right of workers to @ remuneration such as will give
them and their families o decent standard of living". In
inferpreting this Article, the Committee of Experts has
developed the notion of a *decency threshold’ of 68% of
average (mean) earnings as a benchmark Jevel of legal
minimum wages. '* Prior to abolition in 1993, the rates
set by wages councils were well below this level, in a
range of between 40% and 50% of the average wage of
blue cotlar workers. ' It was estimated that as many as
10 million workers in United Kingdom (or 46% of the
employed labour force) had eamings from wages below
the threshold '

105, T p. 25B

piicH
107

Denlgn, 1990h; p. 227
Law Pay lint 1982
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Nationat Minimum Wage '®

The Natioma?! Minimum Wage Act enacted in
1998 provides for the introduction of National
Minimum Wage (NMW) in the United Kingdom. The
Low Pay Commission (LPC) was established by the
government in 1997 to recommend the initial Jevel at
which a NMW might be set. The LPC reports its
recommendations and the government can accept, reject
or modify these in drawing up legislation.

On 1 April 1999, .the United Kingdom
government introduced the National Minimum Wage as
an election manifesto commitment. The minimum wage
is infended to remove the worst excesses of low pay and
ensure greater decency and fairness in the workplace.

In addition o the national minimum wage, the
Agricultural Wage Boards continue to fix minimum
wage rates for agricultural workers. Agricultural
workers are covered by both the NMW and the
agricultural minimum wage and will receive the better
of the two rates.

There is no explicit criteria or formula used in
determining NMW, which is part of an overall strategy
10 “make work pay’.

Source: Tepartment of Trada and Indngiry, Locdom, HE.
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The NMW applics to anyone who works
personally for someone else, whether or not they have
contract of employment or not  People such as home
workers, agency workers, casual labourers, part-time
workers and workers on shori-term contracts are all
entitled to the NMW. It does not matter how a worker
is paid — by the month, week, day, session, hour or in
some other way'. '

The NWC is not index-linked, either price
inflation of average earnings growth. Decisions on
uprating wil be taken in the light of experience of the
impact of NWC. The LPC has been asked to monitor
and evaluate the introduction and impact of the NMW
and to produce a report to the Prime Minister in
December 1999. '

The NMW (for an hour) bad been fixed as follows:-

e £ 3.60 for adult workers aged 22 and over.
¢ £3.20 development rate for workers aged 22

and over ir the first six months of -

employment who are receiving training
leading to a recognised vocational
gualification

» £ 3,00 for workers aged 19 to 21 inclusive

4




Most of the low paid workers in the United
Kingdom are in the service sector, and according to the

New Earnings Survey (NES) 1999, the average gross

hourly earmings excluding overtime for all adult workers
was £ 9.61 in April 1999. At £ 3.60 the NMW for those
aged 22 and over represents around 37% of this figure.

In the United Kingdom, around 23,980,000
people aged 16 and over {or approximately 87% of all
people in employment) were employees (in wage
employment). In autumn 1998 it was estimated that
aromnd 30% of all employees were twade umion
members. Union density was estimated to be around
159 im the private sector and around 61% in the public
SECLOT.

According to the Labowr force Survey (LFS) in
Autumn 1998 approximately 34.5 % of employees pay
was determined by collective agreement.

Prior to the implementation of the NMW, it was
estimated {(based on the Spring 1998 LFS and NES
1998) that around 1.7 million workers could tx
expected to benefit from the NMW. This represented
around 7.4 % of all people in employment aged 18 and
over.

-57-

THE UNITED STATES '

In the United States minitmun wages are fixed
both at the federal and State levels. 43 of the 50 States
bave State Minimum Wage laws. The Fair Labour
Standards Act 1938 (FLSA) provide for the fixing of
Minimum Wages at the federal level. All employees of
enterprises haﬁng workers engaged in inter state
commerce, producing goods for interstate commerce or
handling, selling, or otherwise working on poods or
materials that have been moved in or produced for such
commerce by any persons are covered by the FLSA.

Under the FLSA minimum wages are the same
for agricultural and non-agricultural employees, but
certain small agricultural operations are excluded from
the coverage. Some Siates also exclude cerlain small
agriculural operations, while a few States exclude alf
agricultwal employment. Where an employee is
covered by both State and Federal law (this includes
most employers) the higher or most favourable standard

prevai}&

National Minimum Wage under the FLSA is
enforced by the United States Government and the
regional minimum rates are enforced by the respective
State governments.

05, Souru U5 Department of Lamnr Wage wed Roor Tiivision
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In the United States, minimuen wage fixing is
based on a number of factors including public opinion,
economic studies (oftcn prepared by universities) and
the positions of political parties. Prior to pessing a
minimum wage increase thers is always debate and
negotiations in the United States Congress (or State
Legislatures) to determine a wage level that the majority
of the politicians can agree to. An acceptable Bill is sent
to the Presideni (or State Governor) for approval or
veto.

The minimum wage rate at the federal level
{effective April 1997) is US $ 5.15 per hour, while the
State rates vange from a low of US § 1.60 per hour to 2
high of § 6.50 per hour. The greatest number match the
federal rate of $5.15 per hour. At the federml level a
subminimum wage of § 4.25 per hour is established for
employees under 20 years of age during the first $0
consecutive calendar days of employment with an

employer

The federal minimum wage rate fixed for the
first time in 4938 had been adjusted 19 times since then.

The minimusm wage rates for some selected years are

given below:
Year Hourly Rate
uss)
1938 025
1950 0.75
1956 1.00
1961 1.15
1967 1.40
1974 2.00
1980 . 3.10
1990 3.80
1991 4.25
1996 475

President Clinton has proposed raising the
federal minimum wage by $ 1 over the next two years to
$6.15 an hour. '

As against the federal minimum wage of § 5.15
in 1998, the average hourly eamings of preduction

workers was § 12.78.'!!

110, USA Tedsy: Afington; Sept. 14, 1999
311 Employment and Earatags, Septamber 1999, Burean of Labour Siattetis ISA




The United States had a total Iabour force of
around 137,673,000 in 1998, of which about
121,019,000 were salary and wage workers. ™ In
1998, 13.9% of the salary and wage workers were
members of trade unions, while 15.4% received wages
under collective agreements.'"” Although 64.9% of the
salary and wage workers were subject to minimum
wages (in 1996} only 6.2% of the work force actually

teceived the minimum wage rates (or less). '

112, Employment and Ezrnings, Tamary 1899, Bunsan of Labmur Stattetics, TSA
113, Soures: 1nfted Seies Departoent of Labour

114, fid
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D JAPANWS

In Japan, the Minimum Wage Law (MWL) was
enacied in 1959. It had undergone various institutional
changes since fhen, resulting in a complex and
multilevel machinery.

The minimuwn wage fixing machinery consists
of three main institutions as follows: '

e The Central Advisory Commiftee on
Minimur Wages (CACMW)
+ Prefectural minimurn wage councils
+ Ad hoc industriat wage commiitecs

The CACMW is a tripartite body comprising
workers' representatives, employers’ representatives
and independent members. It was established in 1961
with the mandate to develop proposals for the reform of
the minimum wage system. Since 1970 ii has played a
key role in minimum wage adjustments. Each year the
committee provides puidelines on increases in minimum
wages for the prefectural wages council:

Tripartite prefectural minimum wage councils
were set up in each of the 47 prefectures to fix and
adjust regional minimum wages. Council members are
pominated by the Director of the Prefectural Labour
Standard Office (PLSO) for one year, with the
possibility of renewal.

115, Swree: Nasad on HUI Hackgrmund Materials




Ad hoc pdustrial committees are composed of
menbers of the prefectural wage councils and from the
representatives of workers and representatives of
employers from the industry concerned. Their function
is to fix industrial minimum wages ai regional level.

Japan moved into a co-ordinated system of
decentralised neinimum wage fixing in 1968. Based on
their migimum wage level and other economic data, the
CACMW classified the 47 prefectures into four groups.
Every year the CACMW provides each group with
puidelines and the prefectural wage councils will
determine the vearly adjustments based on the
CACMW’s puidelings. The prefectural councils are
free to decide any increases in minimwm wages but in
practice they closely follow the guidelines.

In addition to regional minima minimum wages
have also been fixed for the industries in most
prefectures. In 1993, there were in all 250 industrial
minimum wages covering over 5 million workers in the

whole country.

Under the MWL, the minimwan wape fixing
badies are required o take into account

fa) cast of living

(b} wages of similar workers; and

fc) the industries capacity to pay.

The relevant data collected by the CACMW and
the prefectural councils include the latest data on cost of
living, collective agreement rates, and the fevel and
structure of wages at both the national and prefectural
tevels.
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Among the various stafistical sourves two are
important. One is the sample survey, covering 4,000
establishments employing less than 30 workers. The
second source of data is the regular survey of wages in
small esiablishments administered at the Jevel of the
prefecture. In Tokyo, for example, the survey covers
1,500 establishments employing less than 10 workers
in manufacturing and less than 30 workers in services.

' Thmesurveysarecondu&edbythe Ministry of
Labour each June afler the wave of Spring time
collective agreements. The data are processed in mid-
July and then the CACMW considers the survey results
and recommends the minimum wages for the four
groups of prefectures. In August, the prefectural wage
councils deliberate on minimum wage adjustments, and
the new regional minima come into operation from 1
October.  From Scptember to November the ad hoc
comunitices wotk on fixing the industrial minimom

wages.

The relevant information necessary for decision-
making include: economic conditions in the region
concerned (perfornimance indicators of small- scale
industries), labouwr market and wage trends (the results
of esiablishment survey) apd the CACMW's
guidelines,




The national daily minimum wage rates in Japan
(based on the average of the daily minimum wage by

tegion) for some selected years are given betow: ¢

Year Rate (Yen)
1980 2,812
1990 4,117
1995 4,866
1996 4,955
1997 5,075
1998 ’ 5,167
1999 5,213

The average minimum wages as a percentage of
average wage increased from 40.3 per cent on 1985 to
425 per cent in 1993, At the same time the regional
disparities in the minimum wages have been reduced,
which is a major objective of the CACMW.

In principle, minimum wage requirements under
the MWL apply to all employees and their employers
irrespective of their nature of employment {e.g. regular,
temporary, part-time, cic) However, the MWL grants
exempion from the application of the minimum wage
rates in the following cases, subject to the approval of
the concerned authorities:

« physically or mentally disabled persons

s persons employed on probationary period

» persons receiving vocational training nder
programmes specified by the Fuman Resources

Development Promotion Law.

= Persons employed for shorier duration of time;
persons peifolrmmg light duties; ar persons who

only work intermittently.

Sourse:  Mintstry of Labour, Japan
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E: SOUTH KOREA 17

The Minimun Wage Act was introduced in
South Korea in 1986 and it came into force in May
1988. The Act provides for the establishinent of 2
tripartite Minimum Wage Council (MWC) with equal
representation for workers, employers and independent
members, The MWC can constiume technical

committees to consider special issues.

The main function of the MWC is to prepare and
submit proposals on adjustment in minimum wages to
the Minister of Labour. Decisions in the council ar
taken by two-third majority votes. The MWC enjoys
greater degree of autonomy vis-a-vis the Ministry of
Labowr. The Ministry may refer back the proposals to
the MWC for re-consideration but ot to alter them. He
either accepts o rejects the proposals submitted by the
MWC. The government has considemblc influence on
the decisions of the MWC through informal channels,
policy guidelines and the independent members of the
council. The Minister is required by the Act to publish
the adopted resolutions for conuments by those who may
be affected by the decisions. If any objection submitted
by employers or workers are found reasonable, the
Minister may return the proposal to the MWC for

reconsideration.

Originally there were two rates of minimum
wages, one for low wage industries and another for high
wage industries.

117
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For the purpose of monitoring changes in cost of
living, the MWC regularly conducts cost of living
survey.
In 1988, the minimun wage covered :

i i loyi . . .
manufacturing establishments employing more than 10 '. The minimum rates d 1 by the MWC for | i |
workers and in 1989 the coverape was extended to the years 1988-1995 are given in Table | below: |
mining, manufacturing and construction establishments Table 1 .
with more than 10 ‘workers. . Smce‘ 1999, a. general . ) Mimimum wage rates (1988 - 1995 |
minimam wage applied to all industrial establishments . Yoar Y wage | % increase : :
employing more than 10 workers. The minimum wage (Won)
protection does not apply to apprentices, workers on j o83 Group 1 Toudy 26250
probation and the disabled. At the end of 1993, : Daily 3700.00 |
minimum wage protection covered around 5 million Monthly 111000.00
workers employed in about 100,000 establishments. Group 11 | Hourly 487.50
The MWC may set hourly, daily and monthly minimum Daily 3900.00

Between 1989 and 1994, adjustments in ' 1989 Houly 600.00 297
minimum wage were made in the month of January Daily 4800.00 =R
every year. Colleciive bargaining negotiations on 1990 . Hourly 690.00 150
wages also take place at the beginning of each year. In Daily 3520.00
this contéxt, the private sector labour and management 1991 Hourly 82000 188

) . .. . Daily 6560.00
perceived the rates of minimum wage increases as an
s _ 1992 Hourly 02500 128
indication of government’s policy on wage movements, - i
ban he da c Daily T400.00
From 1994, the Govemment changed thé date o 553 Houdy 706550 Y
minimum wage adjustment from Janvary to September. Daily 3040.00
1994/1* Hourly W0Es00 . 796

The Minimum Wages Act requires the MWC to Daily 8680.00
take into account three factors in determining minimum 199472%+ Houcly 1170.00 78
wage adjustments, namely — . 1995 Houly 1275.060 90

{a)  cost of living; Daily 10200.00 ot gl

(b} wages of kindred workers; and : Monthly 288150.00

(e)  labowr productivity. * Applicable from January to August 1994

' *+  Applicable from September 1994 to August 1995
- 67- -68-




The minimumm wage as a percentage of the
average wage slightly declined from 1988 10 1994, In
1994, the minimum wage represented 32.9 per cent of
the average wage.
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F: THE NETHERLANDS '

In the Netheriands, minimum wages are fixed
under the Minitmamm Wage and Minimwm Holiday
Allowance Act 1968, Mmimum Wages under the law
applies to all warking people other than apprentices.
The Wages of apprentices are regnlated by collective
agreements.  Since 1992 all part-time workers are
enfitied to pro-rata minimn wage.  Originally
minimuem wages were applied only to adult workers
aged 24 years and over. In 1970, the age limit of adult
workers was reduced to 23 years, and, by 1974 separaic

" rates of ninimum wages were applied to young workers
aged between 15 and 23, as follows:

Table I

Minimum Wage Rates Applicable by Ape

Age Perventage of Adult
Minimum Wage

23-64 100 %%
22 85 %
21 F2.5 %
20 61.5 %
19 52.5%
13 455 %
17 39.5%
16 ‘ 345%
i5 30.0 %

t18.

Source: Besed on IO Beckground Matericle
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The lower rates fixed for younper workers is
contributed to the lack of working experience. The twin
objectives of fixing lower wages for younger workers
are:-

(2)  to ease their access to labowr market; and

(b to discourage premature school leaving,

It is relevant to mention here that youth
unemployment as a perceniage of total unemployment is
relatively high in the Netherlands.

The number of workers receiving minimum
wages is relatively Ibw, as collective bargaining remains
the predominant form of wage determination in the
Netherlands. Between 75 to 80 percent of the workers in
private sector employment are covered by collective
agreements. The difference between the minimum
wage and the lowest colleciive agreement wage for
adult workers was 12 percentage points in 1993, For
younger workers the difference ranged from 22 to 29
percerttape poimts depending on the age group. This
wide gap is dug in part, to the freeze in minimum wage
in 1989 and §993. In 1988 the gaps were smaller- 6
percent for adult workers and 15-24 for younger

workers.
The question as to whether and by what

percentage should minimuwmn wage be adjusted are
considered twice a year (Yanuary and Juty)

-71-

According to the Linkage Law of 1992, minimum
wages and social benefits should, in principle, be linked to the
average wage Increase, The. suspension of this prinsiple in
allowed in the event of an above average in wages and/or an
increase in the number of people claiming secial sccunty
benefits.

The suspension formuta is based on the 1/A ratio, where
1 represents the volume of unemployed in the benefit years and
A represents the employed in the work years. In 1990, the /A
nom was fixed at 82.6 — the threshold When the ratio is
below threshold, the government is obliped to apply full
indexation. When the mtio goes beyond the 82.6 threshold, the
government is given the option of suspending the adjustment or
making a partial adjustment. In this case, the government is
obliged to consult the (tripartite) Social and Economic
Council. The Government is free o accept or reject the advice
of the Couneil. '

Apart from bepefiting the wage eamers,
minimum wages are also important for social security benefit
recipients, as various security benefits are tinked to minimum
wage. The quantum of social security benefits are also related
to the type of household as well as the incomes and assels of
other members of the household The number of persons
receiving social security benefits far exceeds the number of
minimum wage earners in the Netherlands.




G:  THAILAND '

ANNEX I
Minimnen Wage Rates in Thailand
In Thailand, the Labour Protection Act provides (Bhat por day)
for the establishmeni of Minimum Wage Council Fhisov Y Tanz T
(MWC) to determine minimum wages. The MWC is 2 Iiste Greslw | Phokst | Chimg | Nakhon Ssrabut | Benang | Rest of
wwipartite body with equal representation for workers’, p— Banghuk Ma | Batchachma | Chmfiari | Phengugs | Pravioos
. 17 Amr 1 1% - - 8 - - .
employers’ and government representatives. [t makes R = - - - - -
recommendations based on which the Ministry of 14 Tp 1574 =0 - - - - -
Labowr and Social Welfare fix the rates of minimum 1 Do 1974 E] 18 1B 134 18 B 15
wages. : 16 Tkt 1975 a5 1B 1B 1eh 18 18 15
1 et 1577 ] 2t 18 19 2 z1 19
1 ot 1978 35 28 e S 28 28 -
Trade Union density in the private sector is very 1 b2 i9m B = = % 5 = 5
low (around 3 per cent) and the employees of public 1 Dot 1880 54 7 “ 1 47 a7 4
enterprises do not enjoy trade union and collective 1 Da 198t Bl §1 &1 &1 Bl &1 52
L determinati 1 Oct 1382 B B4 Bl &t Bl [i] 52
bargaining rights. Hence, wage determination by means T & = 5 = - -
of collective agreements is relatively low. The extent of 1 e B e T & = 3 =0 =
coverage of workers by wages regulated by collective | 1 Apr 1367 73 73 67 67 a7 73 &1
agreements is less than S per cent. Thus, minimum 1 Tao 1529 7 3 & B9 3] 75 [
. is th Jominant form of wa 1 Ap 1989 78 k] it m G 5 B
wage regulation 15 the p ! & 1 A 190 ] ] 7 7= 7 B4 74
determination in  Thailand .and consequently  its 1 Ag 191 m T = = & =
coverage is very wide (arcnunda3 per cent of the wage 1 Apr 1922 15 115 1 101 m 07 8
carners, in 1997). 1 Apr 188 | 125 125 110 110 1e 110 uE
’ 1 Apr 1994 132 13 116 116 116 116 106
_— o v 0d 1954 135 %5 116 118 116 118 110
Daily rated minimum wages are determined in T T 1S 1% 5 = =5 % 125 T
Thailand on a zonal basis, encompassing atl 72 1 O 1598 157 157 137 157 137 157 128
provinees as shown in ANNEX L The wage rates are 1 Fan 1933 162 162 W 140 140 140 13t
revised every year taking into account consumer price
trends, standard of living, cost of production, ability to ) )
pay, productivity, th of GDP, ete. Notes: a Bangkok, Nonthaburi, Patbum Thani and Samut Prakan
b Including Udon Thani, Khon Kaen and Ubon Ratchatham
119. Source  TEQ Bamghok, Area Cparations (BAD} Offics, Bangimk.
. Source: Uffice of Wage Committes, Minisiry of Lebour and Soclal Wallare
<73 -4 -
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CHAFTER 7

WAGE DETERMINATION SYSTEMS IN MALAYSIA

A: BACKGROUND

Q)]

1. Estimate

Labour Force and Trade Unions
In 1999, Malaysia had 2 toial employed labour force of 8,740,700
distributed sectorally as follows: 12°

NIAI.AYSIA: Employment by Sector (1999)

Mining

| Manufacturing

Electricity, gas and water

Wholesale and retaii trade, hotels and
Restaurants

B e estates and

Business services

Transpon, storage and communications

Govemment services .
Primary sector

Tcrtiéry sector

‘(000) (% share)

B % A 3 |

13962 160
4197 X
T
Y.
T 14495 166

41 5.1
8765 10.0

a21s . 472

120, Searce: Ecmomntc Plammtg tintt (EFU), Prime Mintetar's Department, Malaysia.
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Out of the total employed labour force, 71.4 per cent were
employees, 21.1 per cent self-employed and 7.5 per ceni were family
workers {1996) *' On the basis of this distribution, in 1999, 6.24
fni]lion of the Tabour force represented employees (or wage eamers) in
Malaysia OfF this number, 876,500 were employed in the government
service and the balance of around 5.3 million employees were in
private sector employment.

Besides the local labour force there are regular {or documented)
and irregular (or undocumented) migrant workers employed in
Malaysia in semi-skilled and unskilled jobs. 63 to 64 percent of the
regular migrant workers are from Indonesia and neardy 27 to 29 per
cent are from Bangladesh, while the remaining 9 to 10 per cent are

In addition to the regular migrant workers, there is an estimated
800,000 irregular migrant workers working in Peninsular Malaysia and
a further 150,000-Filipino migrant workers working in Sabah, '#

As at 31 December 1999, there were 537 trade unions in
Malaysia with a combined membership of 725322, '® This
represented about 11.8 per cent of the employees in wage employment.
Trade Union membership in the private sector accounted for 406,773
{or less than 10 per cent) of the wage carners in the private sector.
Even in the sectors where trade umions have been established, their

from the Philippines, Thailand, Pakistan and others.*? Tn 1997, there
were in afl, 1,120,172 regular migrants employed in Peninsular
Malzysia and this number was reduced to 774,818 in 1998.'7 (see

represcitativity is not very high except in the banking industry.
According to the estimates of the respective unions, the

representativity of unions is as follows:

Table 2):
TABLEZ Sector Representativity
Semi Skilled and Unskilled Migrant Workers by Sector- Banking 80 %
Peninsular Malaysia 1997 - 1998 | Commercial 30%
Total Percentage Transport 50%
Sector 1957 1998 1997 1958 Hotels, Restauats 2%
Manufacmring 333,301 237,300 2938 307 Metal Indastry oo
Constraction 195,957 175,388 175 27 )
Plantation 320,340 140,285 2856 TH] Electrical Industry 40% ; o
Services 118,289 88,079 106 s Construction 02% &
Domestic Maid 151,785 132,749 135 171 “'
Total ' 1,120,172 774,310 1000 100.0

Source: The Malaysian Immigration Departnent.
121, Sourm Exly Lez The At Fmancal Crists The Chaliege fxr Sockl Palicy; (LD Gawma
122.  Sowte The Malaysen Immigretion Depsrtment; Dted 30 Foders Puira lamad: & Profacting Migrenta
- Probigms fwed by Trede Uniws @ Migrent Beetving Countries-"The Midayskm Porspecttve ot
Regonad Migrant Workers® Sympsturs, Potaitug Jaye, Malsysts 5-8 Deember 1999,
1= hd

124, 10M 1939 cted to Prysstrl Wickrewsrakars, H.!]E.&EMATW, Migrant Worker lssuss In the
ASEAN: Some Heoctins, Novenher 1909
125, Dapartment of Tisde Unims, Malaysia
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(i)

Methods of Wage Determiination

Wages are regulated differently for the public sector (inciuding
statptory authorities and local bodies) and the private sector

employees.

Public Sector

In the public service salaries are determined, by the
government, based on the recommendations of Cabinet Committees of
on the ouicome of consultations and negotiations between the Congress
of Unions of Employees in the Public and Civil Services (CUEPACS)
and the National Joint Councils (NJCS), on the one hand, and the
Public Services Department (PSD) on the other The last salary
increase of 10 per cent, offered by the Government to the public and
civil servants with effect from 01 January 2000 was announced in the
Budget for year 2000, '

Private Sector
Collective Agreements and Awareds of the Industrial Court

As for the privaie sector, salaries are generally deterimined and
revised unilaterally by employers or through collective agreements
concluded between representative organisations of workers and the
employers, either individually or collectively through their industrial
exganisations, Where ocollective agreements cannot be concluded,
salaries may be determined by awards of the Industrial Cownt.

-78 -

Under the provisiors of the Industrial Relations Act 1967 (Act
177) only trade unions of workers representing more than 50 per cent
of the workforce in the bargaining unit are entitled to enter into
collective negotiations on wages (and conditions of employment) with
a view to concluding a collective agreement. Once a collective
agreement is concluded, the parties to the agreement are required to
deposit a copy of the same with the Industrial court. In the eveni of
collective bargaining resulting in 2 dead lock, the union may seek the
intervention of the Industrial Relations Department for the resolution

of the dispute by conciliation and, failing which, by recowrse to

arbitration by the Industrial Court.

Collective Agreements may be concluded at the enterprise or
industry level according to the stucture of the trade unmion

organisations,

Once a Collective Agrecment is conclnded and taken
cognisance by the Industrial court, it will be deemed to be an Award of
the Court and shall come into force and bind the parties to the .
agreement for such period as may be provided for in the agreement. In
practice, collective agreemn:mé are conciuded for a three year period
and revised at the end of three years.

A collective agreement ¢and an Award) will apply oot only to
the workers who are members of the trade union which is a pariy to the
agreement (or award) but also to workers who are non- members of the

" Union and are employed in the bargaining umt.




According to prevailing practice, the Industrial count does not
grant full indexation in revising salaries under awards but provides for
2 pcmenﬁge increase equivalent to two-thirds of the aggregate increase
in the Consumer Price Index (CPI) for the preceding three year period.

The CPI increases during the 10 year period 1989 — 1998 were

as follows:

Table 3

Most of the collective agreements are conciuded at the industry
level, while 2 simaller number of agreemenis are also entered into at

the enterprise level, as shown in Table 4. 1%

Tabicd

Collective sgreements by Level of Bargaining

CP1 Increases {1989 — 1998)

YEAR CPI INCREASE (%) ' (a} Industry 739 340,780
1989 28 (b) Enterprise 6 - NaA
1990 EX 1985 (a) Industry 807 409.165
1991 44 (b) Enterprise 25 8,728
1992 47 | 1986 (a) Industry 792 369,867
1993 16 (b) Enterprise 62 42,809
1994 37
1995 35
1996 3.4
1997 37 COwer 50 per cent of collective agreements concluded in recent years
1998 53 have been in the manufacturing sector, followed by commercial, services and

transport sectors. The details of these agreements are given in Table 5. ¥

Source: Bank Megars, Malaysta *
The rates to pay (and conditions of employment) agreed to
under a collective agreement shall not be less favoursble or in
contravention of any written law applicable to the workers covered by

m.mdmmmdwmwmmmwmmm Agian- Pactfic
Hapin - Trends iu the 1880s; TLA/AHFLA fctiber 1981 (umpobitsherd)
the agreement. 127. Eownmic Reports, Mingsiry of Pinance, 1996/97, 1597/58, 1999/88, 1999/2000,

* {Contral Bank of Malayxia)
_%0. _ -81-




Table 5 Since the introduction of Wages Council Act, statutery
Collective ent Coverage, by Industry (1995 -$8 minimnm remuneration have been fixed in respect of four categories
Sector No. of Agrecwents No. of Workers Covered Average % wmge of employees through minimum wage orders made by ‘h" Minister of
' Increase Labour, based on the recommendations of the respective Minimum
1995 | 996 | 1997 | 1998 | 1995 | 1996 | 1997 | t9%8 | 1995 | 1996 | 1997 | 1908 Wages Council, as detailed in Table 6,
Mamibscoring A 20| 21| 18| 3967 | 467 | 6bss [ 33| 14| 106] 50| E0 Table s
Commeraal | 4z| 62| 13| weni] W6 | 6| 40| 122 B6| NA] €0 AREED
Texurpat/ 1 55 3t 7 11 9518 TR 42339 107 ] 100} 11D 80 Minimum ngg _Qrders ]_yx C!m
Swmgcc_ e - Category of Employees Yearof order  Year of Revision
Services IDJ 8| 44| 52] 3I00E | 6364 | L1973 | 459 | 02| 50| 130 140 (a) Catering and Hotel Employees 1967 1976
w 8Ff 32| 1E] 11| 15| 1190 35932. 6665 |50 | 150 | 180 ] 130 (b) Shop Assistants 1970 1981
WMining £ 5F 6] 7| 4 O 13a2] 6] 10| 0] %8| s&f 11D (¢) Cinema Workers 1972 1981
m@u o| 5| zf o N R o o] s8] | o (d) Stevedore and Cargo Handlers 1982 -
& watez sepply The combined coverage of these orders was estimated af
R A BHY e sy it S S St SR B R ~ around 100,000 employees.
TOTAL 57 8 412 2 79382 | 1IT333 | 126545 | 142331 17 160.1 131 %2
_ None of these orders was further revised since 1981 as wagpes
Statutory Minimum Wage Determination - (and conditions of employment) of some of the employees in these
Legal provisions also cxist under the Wages Council Act, 1947 (Act sectors were also regulated by collective agreements. The mtes of
195) for the determination of statutory minimum remuneration by Wages Temuneration ﬁ’@‘l by these orders are far too low (ranging from RM
Council for such categories of workers as the Minister of Labour may 150 — 305 for adult workers and RM 125 - 250 for young workers) in
determine- the current context and are of no practical significance to the
(=) if he is of opinion that no adequafe machinery exists for the employees anymore.
effective regulation of the remuneration or condition of (i)  Social Security Coverage
employment of the workers described in the order and that, Social Security benefits in the private sector in Malaysia are
having regard to the remuneration existing amongsi those governed by the Social Security Act, 1969 and the Employees’
workers or any of them, it is expedient that such a council Provident Fund Act, 1951, The Social Security Act confers such
: should be established, _ benefits as employment injury, disability and death benefits, while the
5 EPF Act provides for superannuation benefits. Both employees and
(b) on the recommendations of a joint industrial council, employers are required to make contributions to the EPF and SOCSO
conciliation board or other similar body conmstituted by Scheme at stipulated rates. Contributions to the SOCSO Scheme is
organisations representative of respectively those workers and mandatory only on behalf of employees whose commencing salary is
their employers. less than RM 2,000 per month.
-82- -83.




The number of active members of the EPF as at 31 December
1997, was 4,306,973 while the comresponding figure for SOCS0O was
4,183,343,
The number of active members in EPF by wage range is given in
ANNEX 1. The number of registered employees under the SOCSO ANNEX 2
scheme by active employers is shown in ANNEX 2.
ANNEX 1 . ' SOCSO
EMPLOYEES PROVIDENT FUND £
No. of active Members by ¥age Range REGISTERED EMPLOYEES BY ACTIVE EMPLOYERS 1
Wage (RM)* | No. of Active Members ~ (31"DECEMBER 1997)
<100 72,570
101 - 300 357,783 Number of Employees Per Numbers of Active Emplayers | Total assumed Employees by
301 - 500 685.747 Employer Adtive Employers
I 501— 600 382,243 <11 185,267 548 567
C 601—700 367,849 bo® 2164 48,542
. 20 - 40 12,953 © 366273
701 - 800 294 561 Fra—— T 220059
801 - 900 255,167 81 - 80 2,344 162,964
901 — 1000 215,560 81 - 100 1,443 136,760 i
1001 — 2000 1,020,784 101 - 200 2,993 416334 . 13
2001 — 3000 316468 01 - 400 166 464,372 :
3001 — 4000 132,585 o - 80 11262 ;
&1 - 800 285 195,956 H
4001 — 3000 66,159 o0 1000 5 5318 e
5001 — 6000 41,330 T — 5 536 ;
6001 - 7000 26,437 2000 - 4000 107 282,610
7001 - 8000} 17,113 < 4000 39 271,986
3001 — 9000 11,874 Total 26,593 4,183,343
9001 — 10000 7,889
> 10,000 34,854
Total 4,306,973 Soarce: Socm Anoual Beport 1357
Source: EFE Amumat Repwt 1997
* M. -Ringg Malaysia @M 380 = U5 $1)
-34- _85-




B:

PATTERN OF WAGE LEVELS

The wage schemes and wage levels currently prevailing in the
private sector in Malaysia may be ascertained from fwo important

sources, namely-

L The salary and Fringe Benefits Survey conducted by the
Malaysian Employers’ Federation (MEF); and

1L The various Collective Agreements concluded between
represeniative organisations of workers and their
employers in the different industries.

This paper examines the wage levels of workers in the semi-
skitled and unskilled grades, with special focus on wages of unskilled
workers, as this is the vulnerable group that needs minimum wage
prétcction most and, hence, the target gmup for fixing statiiory
minimum wages in Malaysia, as clsewhere.

L Wzape Levels Based on MEF Salary and Fringe
Benefits Survey forNon- Executives 1998

fa) Minimum Average Monthly Buasic Wage for

Workers Recruited withowt prior working
Experience by Industry

- 86 -

Table 1

Wage Levels by Industry and Qualifications

Minimum  Monthly

Qualifications Basic Salary (RM)
SRP 441
SPM 546
STPM 660
Manufacturing Vocational 660
Certificate 812
Diploma 1,110
SRP 538
SPM 687
Non STPM 823
Manufacturing Vocational 802
Centificate 932
Diploma 1,248
SRP 478
SPM 610
STPM 732
Overall Vocational 720
Certificate 862
Diploma 1,171
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(%)  Miniman Average Monthly Bosic Wage for Workers

fc)  Minimum Monthly Basic Wage for Production’
Fechrnical Workers by Location

(1] Perlis, Kedah and Perak

Table3 .
Production/Technical Workers
Job Positions Average Basic Monthly Salery
Lower Quartile Median Upper Quartile
Production Clerk 557 691 882
Production Operator (Semi-Sidlled) 600 660 821
Production Operatar {Uingkilled) 431 465 575
General Unskilled Woarker/Lsbourer 400 525 632
(i} Penang
Table 4
Production/Technical Workers
Job Positions Average Basic Monthiy Salary
Lower Cuartile Medizn Upper Quariile
Production Clerk 725 1,000 1,080
Production Operasor (Semi-Skitied) 544 642 800
Production Operator (Unskitled) 534 579 820
{General Unskilled Worker/Labourer 594 600 701

(iti}  Kuala Lumpur, Petaling Jaya, Shah Alam and Klang

Table §

Production/Technical Workers

recruited without Prior Working Experience by
Location
Tabie 2
Wage levels by Location
QUALIFICATIONS AVERAGE SALARY
(BM)
SRP 373
SPM 430
Perlis, STPM 439
Kexdah and Vocational 433
Perak Certificate 595
loma 946
SRP 452
SPM 564
STPM 656
Penang Vocational 701
Centificate 753
Diploma 1,085
SKP 514
SPM &71
KL, P, STPM 805
Shah Alam Vocational 718
And Klang Centificate 931
Diploma 1,270
SRP 441
Rest of SPM 509
Selangor, STPM 631
Negeri Sembilan & Vocational 678
Melain Cerntificate 774
Diploma 1,016
SRP 445
SPM 543
STPM 641
Johore Vocational 668
Certificate 838
Diploma 1,061
SRP 385
SPM 394
Pahang, STPM 579
Trenggam & Vocational 512
Kelaman Certificate 723
Diploma 828
SRP 478
SPM 609
. STPM 731
Overall Vocational 720
Certificate 862
Diploma LI72

-88-

Job Positions Average Basic Monthly Salary .
* Lower Cuuartile Median Upper Quartile
Production Cleck 800 900 1,184
Production Operator {Semi-Skilled) 595 750 995
Production Operator (Unskilted) 543 505 675
General Unskitled Worker/Labourer 550 650 739
-89 .




(iv). Rest of Selangor, Negeri Sembilan and Melaka

(@) Miniman Monthly Basic Salary Production/ Technical Workers

()  Unionised Companies

Teble 9

Production/Technical Workers

Job Positions Average Basic Momthly Salary
Lower Quartile | Median Upper Quartife

Production Clark TS0 - 957 1150
Production Operator (Semi-Skitied) G660 802 985
Production Operator (Unskitled) 550 G611 674
ngm! Unskilled Workes/Labourer 550 504 655

(ii)  MNon -urioni ompanies

Table 10

Production/Technical Workers
Job Positions Average Basic Moathly Salary

Lower Quartite Median Upper Quartite

Production Clerk 750 820 1,000
Production Operator {Semi-Skilled) 547 619 800
Production Operatar (Unskilled) 440 500 600
General Unskitled WorkerfLabourer 550 650 705

Table 6
Production/Technical Workers
Job Positions Average Basic Monthly Salary
Lower Quartile Median Upper Quarite
Production Clerk T28 T 9ls
Production Operator {Semi-Skilled) 570 683 802
Production Operator (Unskifled) 413 474 570
General Unskilled Worker/Labourer 550 619 676
(v).  Johore
Table 7
Production/Technicat Workers
Job Positions Average Basic Monthly Salary
Lower Guartile Median Upper Quartile
Production Clerk 625 842 1,050
Production Operator {Semi-Skijled) 522 735 1,081
Production Operator (Unskilled} 395 419 528
General Unskilled Worker/Labowrer 550 550 580
{vi). Pabang, Trengganu and Kelantan
Tabte 8
Production/Technical Workers
Job Positions Average Basic Manthly Salary
Lower Quartile Median Upper Quartile
Production Clerk 440 578 o917
Production Operator (Semi-Skilled) 350 542 644
General Unskilled Worker/Labaurer 470 565 85
-90 -
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’ 1
|
!
1A Rateso MID4 Il Minimum Monthly Wages Based on Collective dgreements by
: Sector
Based on the MEF Salaries and Benefits Survey of Non-
i : i Industrial Develo .
executive staff, the Malaysian e pmcm (@)  Trans tand Allied In e
Authority (MIDA) has used the following wage rates 1o its
official Brochure for the guidance of foreign investors, as the o elanear
basic monthly salanes of production/technical/operation staff in Table 1
the m g sector: Production and Maintenance Workers
Grade Monihly wa; . 45
Table 11 i & Y e _ '( f
inimum Maximum (RM)
Rates of Wages used by MIDA
= o —_ HI 500.42 1,447.75
tego: onthly wa, .
Boty i T YA v 56518 1,050.24
Minimum Maximum (RM)
v 615.84 1,848 88
Driver 591.00 1,271.00
_ VI 668.50 1999.97
Lorry/Truck Driver 575.00 1,320.00 _
VIl 718.16 222324
Clerk/Typist 360.00 1,230.00
/C. Ins r 543.00 1,189.00 '
Q pectol (5  Butterworth
Security Guard 518.00 1,152.00 )
i . 1,169.00
Production Operator 492.00 Table 2
i~ skill . .
(Semi — skilled) ' Production and Maintenance Workers
Production Operator 42800 543.00
(unskilled) Category Minimum (RM} | Increment (RM} | Maximum
. (RM)
Shophand 450.00 34.00 1 Year
Meintenance Operative 540.00 38.00 1,000.00
Maintenance Junior Techaician 620.00 44.00 1,200.00
Maiatenance Technician 720,060 5000 1,450.00
- 92 - - 93 -




(b)  Metal Industry
(i). Selangor ' {c)  Banking Industry
Table 3 Industry Level Agreement
T ical Production Work Table 6
Monthly wage : Minimum  Annual Increments Maximum
Category Mirimum Salary (RM} | Maximum Salary (RM) | Misimum Anoual (RM) (RM) (RM)
' Increment Non Clerical Grade 565,00 24
Grade | 700.00 1.540.00 60.00
Grade 11 630.00 1.400.00 55.00 7
Grade T 55000 1.250.00 50.00 . . i
Grade IV 480,00 1.110.00 3500 33
Geaeral Workers 43000 990.00 20,00 : : 38 1165.00
(iiy Johore
Table 4
Production Workers
Monthly wage (d)  Hotel and Restavrant
Level Minimum Satary (RM) | Maximum Salary (RM) | Minisasm Annaual Table 7
Increment
T 530.00 | 848.00 37.00 @ Resauran Workers
2 636.00 1,618.00 2500 Minimum ~ Maximum
3 763.00 T221.00 53.00 {RM) (RM)
4 216,00 1,446.00 64.00 Thru-Put-Servers : 432,00 1,314.00
5 1,100.00 1,760.00 TIO0
6 1,326.00 311200 52.00 (i) Restaurant Workers f
Table 8
(i) Shak Alam .Minimum (RM) (Maximum (RM)
Table 5 Assistant Maintenance Techmcian 500,00 1,350.00
_ Production and Manual Workers . Kitchen Helper 350.00 1,140.00
Category Grade | Minimum (RM) Maximur (®M) | Annual Increment Waiter/Waitress 400,00 1,220.00
' ®M) Dispenser 450,00 1,360.00
1 660.00 1,210.09 50.00 Cashier 450,00 1,300.00
Industeial Worker |2 580,00 772.00 800
3 500,00 635.00 45.00
1 820.00 1,400.00 60.00
Lorry Driver 2 720.00 946.00 53.00
3 550.00 750.00 50,00
~94- : “ -95-




(&)

®

Commercial

(5 Industry Level Apreement

Yable 9
Tecknical Group Salary Bracket Increment Cuantum
(RM) (RM)}
Technical Advanced Grade 545 - 7IS 4560
775 - 2,155 500
Intermediate Grade 355 - 595 48.00
585 - 1930 50.00
Basic Grade 275 - 485 35.00
85 - 1,710 45.00
Apprentice Grade 250 - 940 35.00
Computer Operator 410 - &i0 40.00
610 - 2040 5500
(i} Imswrance Companies
' Table 10
Minimum (RM) | Annual Increment | Maximsm (RM)
(RM)
Maa-clerical 475.00 39,00 1.139.00
Non-clerical special 535.00 50,00 1,260.00
Transpert Industry
(@ Selgngor
Table 11
Minimum (RM) | Increment (RM) | Maximuom (RM)
Category
Clerical 450,00 40.00 1,170.00
Tradesman 450.00 44 .00 1,170.00
F/Lift Driver (A6T) 45008 42.00 1,300.00
Driver (Grade 13 A) 460.00 39.00 1,124.00
Driver (Grade 13 B) 430,00 34.00 85500
General Worker 380.00 29.00 TN
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Perak
Table 1
Basic Wage for Drivers RM 13.30 per day
Trip Allowance RM 8.00 per trip with 2
irips guaranteed
Annual Increment R0 2.00 per day
Joliore
Table 13
Minimum {RM) Increment {RM)
Basic Pey-Drivers 14.20 per day 0.60 sen
- Conductors 12.20 per day 0.60 sen
Express Drivers
Workshop Staff, 450.00 per month 3500
Tickes Inspectors
Electrical Industry
(i Selangor
Table 14
Minimum (RM) Annuat Increment (RM)
Prodection staff [V 530.00 64.00
Production staff 11 545.00 73.00
Production staff IT 615.00 23.00
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i)

Jokore

Table 15
Machine operator Packer Storehand

(h) Plantation
Table 17
Industry Level Apreement
Field and other General Staff
Basic Pay RM 11.50 per day
Price Bonus RM 1.00 per day
Additional Payment RM 2.60 per day
Tota} RM 15.10 per day
Monthly rate
(RM 15.10x26) RM 392.60
Plus
Out-turn/Attendance
Incentive RM 32.00
Total Menthly Wage RM 424.60

i Electronics lndus
Selangor-(in House Union)

Minimum (RM) | Maximum (RM) | Annpal Increment (RM)
Grade IV 430 1032 43
Grade TFE 480 1152 48
Grade O 530 1272 33
Grade 1 G80 1632 68
Tester
Grade [V 440 1056 44
Grade 111 490 1176 49
Grade IT 546 1296 54
Grade [ 690 1656 69
{1y Kedah
Production Operator .
Table i6
Mirimum {RM} | Maxizom (RM) Annuzal

Increment (RM)
Opesator IV 360.00 T92.00 36,00
Operator I 370.00 814.00 37.00
Operator Tl 380.00 836.00 3R.00
Operator [ 390,00 558,00 3900
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Table 18
Category Misimum (RM) Minimum Maximum
Increment {RM)
Production Operator 1 240,00 7%
Geaeral Worker
Forklift driver 450.00 i)
Vmpregnation Worker
Storehand (Mirl/Ship)
Checker /QUC Inspector 500.00 T
Assistan; Line Leader
Line Leader $50.00 7%
Clesk 1




{) Construction Industry

Selangor
Table 19

Semi skilled | Minimum Maximum (RM) | Annual
workers (RM) Encrement (RM)
Grade 2 700.00 1,150.00 45,00
Grade 1 1,240.00 1,720.00 60.00
Labowrers’
General Workers
Grade 2 600,00 1,000.00 4000
Grade 1 1,080.00 1,480.00 50.00
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CHAPTER$

SCOPE AND NEED FOR MINIMUM WAGE FIXING IN
MALAYSIA

The raison d'éire for fixing minimum wages is to provide wage
earners necessary social protection as regards minimum permissible
levels of wages 50 s to enable them to overcome poverly and to ensure
the satisfaction of their needs and their families.

Minimum wages not only afford “safety-net’ protection to
workers but also provides a benchmark for linking social benefits of
various kinds in some industrialised countries.

In Malaysia, the Social Security Act provides for the payment
of minimum invalidity and survivor’s pensions at the rate of 50 per
cent of the “average minimum weage,” the quantum of which the

. Minister of Human Resources may determine from time to time. In
Japuary 1999, the average monthly wage was revised and re-fixed by
the Minister at RM 500 for the purposes of the Social Security Act.

Poverty eradication is one of the major concerns of the
Malaysian Government, as reflected in the New Economic Policy
{(NEP) and tbe various Development Plans.” Acconding to the Seventh
Mazlaysia Plan, the incidence of poverty has declined from 17.1 per
cent in 1990 to 9.6 per cent in 1995, and is estimated at 3.5 percent in
year 2(000. For this purpose, poverty line income has been defined as
RM 4235 per month for & household size of 4.6 in Peninsular Malaysia,
RM 601 per month for 2 houschold size of 4.9 in Sabah and RM 516
per month for a houschold size of 4.8 in Sarawak,
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Poverty is conceptualised in Malaysia as “lack of income
needed to acquire minimum necessities of life”. '* Conceptually,
minimum wage aims at providing the basic needs of workers and their
familics, the size of which may vary from couniry to country,

The poverty eradication programmes hitherto undertaken by
the Government did not, however, include income protection measures,

such as statutory minimum wages for the benefit of wage camers.

The issue of statwtory minimum wage protection bas been
raised by the MTUC for a long time in its quest for the eradication of
“sweated labour” in Malaysia, It has been clamouring for a decent
living wage for the low paid workers whose wages are determined
umiateratly by employers.

As a matter of policy, the MTUC General-Courcil took a
decision in 1996 to raise the minimum wage to RM 600, and urged the
MTUC affiliates to place greater emphasis on this issue.

In the absence of Statutory minimum wage in Malaysia,
employers often insist that wages must be left to be determined by
market forves, and fix their own wage rates, which in several cases, fall

below the poverty line income.

1%, Maleysim Quelfty of Lée 59 Econornt- Planning Unk, Prims Ministers Depariman, Malaysia
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Market forces cannot be trusted to work efficiently, as there are
a lot of abuses in the market systern. Nowhere in the world is the
market allowed to opemic absolutely free, without some form of
minimal regulation. That is why Malaysia chose selective exchange
controts to insulate itself against market forces that sought to destroy
its economy. It is. therefore, not fair for employers to use the argument
to allow wages to be rcgtﬂateci by market forces when they in fact
profit from the government’s protection against the serious abuses of
the market. '® '

The impesfect market system has been further compounded by
the innundation of the labour market in Malaysia with (regular and
irregular) migrant workers, which has had the effect of depressing the
wage leveis and discouraging local workers from accepting unskilled
and semi-skilled jobs.

Malaysia’s real per capita GNP has doubled from BM 3120 in
1980 to RM 6130 in 1997 as a result of higher economic growth ,
which was accompanied by the structural transformation of the
economy from one relying mainly on the production and exporting of
primary corumoditics, 1o one which is based on manufactming. In
1998, however, the per capita GNP declined to RM 5912 due to the

economic downturn. ° But it is now on its way to recovery.

1.

Tan So Hacum Navaramam- Giwe Top Priority tn Hasing Producttvity, New Swatis Thoes, 3 July

s

130,  Malaysian Quality of Lifa 99; Eoonomic Fanciog Unk, Prime Mioiser's Department Malapaia
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The high rate of economic growth has contribuied to better
quality of life of the Malaysian people and reduced the number of poor
households by 56 per cent from 739,800 in 1980 to 346,000 in 1997,
although the number has subsequently risen to 393,000 in 1998 due to
effects of economic slowdown. ' Those who benefited most from the
poverty eradication programmes are the self- emplioyed persons of the
labour force such as fishermen, paddy farmers, shifting cultivators
(Sabalt), sago producers (Sarawak), agricultural labourers, rubber small
holders, estate workers, orang aslis (natives) and urban poor,**

Similar income protection in the form of statutory minimum
wages has not been extended to an important segment of the labour
force, namely, the vulnerable category of unskilled workers whose
earnings are in the brink of the poverty line income or even below.

Among the workers who contribute to the EPF no less than 10
percent are receiving wages of less than RM 300 per month. The
mymber of workers who contribute 1o the EPF and SOCSO schemes
are in the region of 4.2 million (in 1997), including (34,854) public
sector employees, whereas the private sector wage camers alone
account for about 5.3 million. This means that no less than 1 million
workers in the private sector do not receive EPF and SOCSO bencﬁt;s.
It is relevant to note in this comtext that only 236 593 employers were
active contributors to the SOCSO Scheme as at 31 December 1997,
while the number of establishments registered with the Department of
Labour is reported to be about 325,000,

131, Tbad

132 i
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This brings to focus the need to enhance the effectiveness of
the labour law enforcement system in the country, which is an essential
pre-tequisite. for ensuring better protection of minimum wage and

social security benefits, among others,

As noted earlier, an “average minimum wage” has been fixed
under the Social Security Act by the Minister of Human Resources on
1 Januvary 1999 at RM 500 for the purposes of payment of minimum
invalidity and survivor's pension benefits. This amount may have been .
based on actuarial criteria, but nevertheless, for the purposes of the
Social Securitjr law this quanfum represents the “average minimum

2 133

wage in Malaysi

It is also relevant to note that this quantum of RM 500
approximated to the then prevailing minimuwm commencing salary of -
the lowest paid public servant in Malaysia, The Government has since
proposed a 10 per cent salary rise and an increase in the housing
allowance 1o low paid public servants through the Budget for the year
2000, effective 01 January 2000. The sum total of these increases will
raise the minimum pay of the lowest paid public servant 1o around RM
600 per month, Coincidently, RM 600 is the figure that the MTUC
adopted as minimum wage in 1996 as 2 pelicy guideline for its
affiliates to use in negotiating collective agreements.

1t ts, therefore, fair to use RM 600 as a benchmark to consider
the question as to the need and justification for statutory minimum
wage fixing in Malaysia.

155 See Sectins 20 (2) (@) of the Seckl Security Act 1969
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On the basis of the MEF Salary and Benefits Survey 1998 and
the currently appticable Collective Agreements, atl workers, including
unskilled workers are placed on incremental salary scales whose initial
ar commencing salavy ranges from RM 350 to RM 550, rarely has it
reached RM 600 level. It is unlikely that these rates would have
improved significantly since 1998 as salary revisions were suspended

with the onset of the recent economic crisis.

Applying the benchmark of RM 600, about 35 percent {or 1.5
miilion} of the workers who contribute to the EPF receive monthly
wages below the benchmark, as follows:

<RM 106 * - 1.7%
RM 101 -300 - 8.5%
RM 3061 — 500 - 16.0%
RM 501 — 600 - 9.0%

Even if RM 500 is used as the¢ benchmark, no less than 1
million workers-among the EPF contributors will receive Jess than RM
500 as monthly wages. As pointed out earlier, there is a further 1
million {or more) workers in wage employment without EPF and
SOCSO benefits, let alone minimum wage protection.

L]

It is likely that around 800,000 to 1 million workers (or 18 —
20% of the private sector workers) may be currently receiving wages
under collective agreements. Of this number only a quarter or a third of
them {or 250,000 — 350,000 workers) are likely to be employed in
unskilled jobs. Overall, therefore, no less than 2 million workers in
Malaysia remain vulnerable without minimumn wage protection. Of
this number, no less than 25 percent (or 500,000 workers) receive
wages below RM 300 per month, while around 1.5 million receive
wages less than RM 500 per month It is, therefore, probable that
about a million workers méy receive wages below the poverty line

income.

If the number of jobs in the unskilled positions heid by migrant
workers is also taken into accoust, the total mumber of vulnerable
workers receiving wages below RM 600 per month will be in the
region of 2.5 million and those receiving wages below RM 500 per
month around 2 million. Even in 2n industrialised country such as the
United Kingdom, where minirum wages were in operation from 1909,
abolished in 1993, and later re-introduced by legislation in 1998, it
was stated by the British Trade Secretary, when introducing the
Minimum Wage legistation, that “##)--—---- will help some two million
workers escape from poverly pay, without ddverse effecis on jobs or
inflation.”

ﬁjsmu]dpossihlyrapresanmawagmdpaﬂ-umswm'karsanﬁwmkmwﬂ _ 134, Source Debats oo Mintoom Wage Hages an; The Sun, 29 Septerber 1956 :
poor affendancs
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The experiences of both industrialised and developing countries
show that general minimum wages are inftroduced by law for the
protection of vulnerable categories of workers, irrespective of the size
of the labour force that would eventually benefit by such protection,
For example, the statutory minimum wage protection cover only 5
percent of the labour force in Canada, 6.2 percent in the United States
and 7.4 percent in the United Kingdom.

Cun the other side of the spectrum, there are countries with
wider extent of coverage, such as  Australia, where 32 percent of the
workers are said to be rehiant on minimum wages determined by the
Minimum Wage Awards of AIRC.

Thailand presents an extreme case, where statutory mninimum
- wages paedominate for over two decades to the extent of covering as
~ high as &8 percent of the labour force. {at present) This is mainly due
to low umion density {about 3 percent in the private sector), denial of
the righi to organise and collective bargaining to public enterprise
employeé;s and, hence, the absence of effective collective bargaining.
In the resnult, minintum wage in Thailand operates as a ceiling wage
tather than serving as a floor wage for the wage structure in general.

Malaysia is now steadily working towards the attainment of
industralilsed status and realising Vision 2020, Workers’ contributilon
in these efforts is, indeed, indispensable, Their share in the fruits of
development is eqoally important and is rcooénised by the
Government, The Prime Minister himself is reported to have indicased
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that a minimum wage may be introduced in the near future and the
government would work towards this goal despite the recent economic -
setback. '3 He is further reported to have stressed that “workers be
compensated fairly as this would also mean a stronger pwrchasing

power which would ensure that the growth cyele was enhanced”. 1%

The above quoted statements atiributed to the Prime Minister
imply that fixing of a fair minimum wage in Malaysia is consistent
with the national development objectives. The current levet of wages
applicable to unskilled workers falling outside the scope of coverage of
collective agreements is far too low bordering almost on the fringes of
poverty ling and even below. They need statutory minimum wage
protection most as a maiter of urgent priority, It is equally important
that the minimum wage level under the coflective agreements be raised
and standardised across the indusiries.

Although the initial point in the wage scales of unskilled
workers under collective agteements is also low as RM 350 — 450 in
certain cases, their wages are annually increased through the payment
of annual increments ranging from 5 — 8 percent, and the wage levels
are adjusted once in three years based on CPI increases (about 3.5 per
cent per vear, on an average for the last 3 years). These advantages do
not, however, accrue to workers to whom statutory minimum wages
are applicable, as minimum wage comprises a single rate, which may
or may aot be revised or adjusted annually or regularly.

135
136,
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In the light of the forgeing analysis, statutory minimum wage

fixing in Malaysia is no more a question of “Whether?”, but “What?”,
“How" and “When?”

In fixing a statutory minimwm wage, the following issues need

have to be addressed:-

() What should be the role of minimimn wage fixing in
Mealaysia?

. (4} Should there be a single minimum wage for the whole
country, or should there be different rates for different
Statesiregions?

{oJ  Should there be a single minimum wage for all workers
or should there be two different rates for young and
adult workers?

(4} Should the minimum wage be fixed on a monthly, datly,

or hourly rate basis?

(¢)  Shouid the minimum wage be adjusted every year or
every two years or every three years or af longer

intervals?

/] Should wage adjustments provide for full or partiaf
indexation?

(8  Should the minimian wage apply to all workers
employed in all establishments or should certain
categories of workers or certain class of employers or
establishments be excluded from the scope of coverage?

- 180 -

In addressing these and other related issues, the following
considerations might be given due weightage, amongst others:

(8} Minimum wage fixing in Malaysia must not only  provide
“safety-net” protection fo workers but also serve as a general
wage policy instrurnent so as to conmmbute towards broad
national economic and social objectives, such as rapid .
economic growth and improved distribution of income.

(b) A general minimum wage of country- wide application will,
inter alia, help prevent inter-State and rural- urban migration,

{(c¢)  Fixing a lower rate of minimum wage for young workers will
help enhance employment opportunities for young school
leavers as the employers will be slow in recruiting young
workers if the same wate applies to both young and adult
workers.

{d}  As minimum wages are not fixed on an incrementat scale, the
same wage rate will continue to operate untif it is revised and
its purchasing power will be eroded by rising cost of living in
the intervenmp period Annual adjustment of wages based on
full indexation will help avert such adverse impacts on wages.
Tt will also help emplovers to pay the CPI increases in smaller
amounts annually, rather than having to pay lump sum
increases at longer miervals.

(¢)  If minimum wage is fixed on the basis of daily or hourly ate,
the employers may resort to cutting down the number of
working hours in 2 day or the number of working days in a
month and reduce the monthly income of workers, and thereby,
defeat the basic objective of fixing statutory minimum wages.
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(8

)

As staiutory minimum wage is intended to provide safety-net-
protection to woikers, all workers employed in afl sizes of
establishments, other than, those who are genuinely self-
empldyed must be brought within the scope of coverage of
statutory minimum wage. This should include, in particular,
home workers, contract workers, part-time workers, casual
workers and piece-rated workers. Only possible exception

could be domestic servants.

H the objectives of minimum wage ate to be achieved, its
effective enforcement must be ensured.

The leve! of minimum wage should be so fixed as to ensure:-

(i) That workers receive a decent and fair wage, which will
enable them to satisfy their needs and their families.

(iiy  That the wage level so fixed is sufficiently high as to
attract local workers to fill all positions in unskilled and
semi-skilled jobs, without the need to rely on foreign
workers.

(ili)  That such level of minimum wage will have greater
influence in shaping the general wage structhure i the
COUntry.
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CONCLUDING OBSERVATIONS

Malaysia’s ev.;;onomy has grown steadily over the years vntil the recent
economic downtum from which it i now recovering, The nation is well on its
way towards attaining NIC status, thereby, realising Vision 2020. The quality
of life of the Malaysians has also improved significantly. Poverty among both
the rural and urban population has been considerably reduced. The seif-
employed, in particular, have benefitod most under the poverty eradication
PTOZTAMIMES.

On the other side of the spectrum, a major segment of the labour force,
namely. the low-paid workers have been left ont completely without any form
of income protection, such as staiutory minimum wages. Since the vast
majority of them are nof unionised, the collective bargaining mechanism dots
not extend wage protection fo them. Employers often argue that wage levels
must be determined by market forces and workers condinue to receive low
wages. Market forces cannot be trusted any longer when the market system

itself is imperfect.

The abnndant supply of migrant workers at sub-minimum rates of
wages also tends to depress the wage levels of unskilied and other categories

of low paid workers.

| Hence, State infervention via statutory minimuen wage fixing only can
éprovidc the *safety-net’ income protection to these vuinerable categories of
- workers. Apart from affording income protection to the low paid workers, the
élcwl of the wages fixed must provide sufficient incentive for the local workers

ito replace the migrant workers employed in Malaysia.
|

In the Malaysian context, minimimn wage fixing rmust also serve as an
instrument of macro-sconomic policy to ensure equitable distribution of
income within the framework of a National Wage Policy.

-113-




