| relatively stable in 1996 estimated at
5: 3.4%), despite increasing price
thin the economy, particularly arising
er aggregate demand and supply

tion of policy measures implemented
5s potential price pressures, in particular
cted at managing demand and expanding
Il as improving distribution and trading
n addition, the generally low international
as also contributed to greater stabilisation
prices, with increased demand to
nt being accommodated by higher

 the year, the Government continues to
t a comprehensive package of policy
o curb inflationary pressures on several
netary policy was further tightened to
cess on aggregate demand in the

to reduce excessive demand pressure
bllc sector. In addition, the 1996 Budget

given reduction or abolition of import
e the 1994 Budget. In addition,
Ive measures continued to be
ted to ensure further improvements in
butive system as well as to curb unethical
practices.

Pl, during the first nine months of 1996
6%, slightly higher than the 3.4% increase
g the corresponding period in 1995. Among
nents of the CPI, the index for food
ed the highest increase of 5.7%, while for
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almost all other componentis (except medical care
and health expenses), the increase did not exceed
the overall increase in the CPIl. As a result, the
increase in food prices had contributed to 57.1%
of the overall increase of the CPI.

The year also witnessed the prevalence of supply
shortages and the resultant price increases of
several essential items. A shortage in the supply
of chicken occurred early this year largely due
to increased demand during the two main festivities.
The price increase was to some extent, exacerbated
by retailers who took advantage of the short supply
to increase their profit margins. To address the
supply shortage, the Government allowed the
importation of dressed chicken from Thailand and
Holland for the period of January to March, 1996.
In addition, chicken was also included in the list
of supply-control items to ensure the supply of
chicken was able to meet demand.

Earlier this year also saw the escalation in
world prices of wheat which subsequently placed
pressure on the domestic price of flour, which is
a price-controlled item. In the light of the significant
increase in the prices of imported wheat (Australian
Standard White Wheat), by 56% from US$154
per metric tonne in 1993 to US$240 per metric
tonne in the first six months of 1996, the
Government gave the approval for the price of
flour to increase from 80 sen per kg. to RM1.10
per kg., to avoid shortages in supply as
manufacturers could no longer absorb the cost
of raw materials. However, the price of flour will
be subject to review, to take into account the
price movements of imported wheat. Meanwhile,
the Enforcement Division of the Ministry of Domestic
Trade and Consumer Affairs (MDTCA) conducted
a major operation code named “Ops Gandum” to
ensure traders did not increase flour-based food
items disproportionately. As an additional measure



to ensure adequate supply, the Government
liberalised imports of wheat flour and at the same
time, continued to restrain the export of flour.

The rapid development in the construction sector
has also contributed to increased demand for
cement, which is estimated to increase by 20%
from 12 million metric tonnes in 1995 to 14.4
million metric tonnes in 1996. On the other hand,
the domestic supply of cement increased at a
slower rate of 12% from 11.7 million metric tonnes
to 13.1 million metric tonnes. In August 1995, the
Government allowed a 10% increase in the average
price of cement from RM180 per metric tonne to
RM198 per metric tonne, given higher prices in
the external market. In addition, to further expand
the production capacity of local cement, the
Government has approved four new cement plants
as well as allowed the importation of cement from
China, Mexico and Iran.

To address the problem of the significant
increase in the prices of food which to a large
extent was caused by supply constraints, the
Government encouraged greater involvement of
the private sector in the production of food such
as fruits, vegetables, fish and livestock. In this
regard, the 1996 Budget extended coverage of
the Reinvestment Allowance to include the
production of essential food. Exemptions of import
duties were also given to specific equipments
and inputs directly used in the production of food
on commercial or group enterprises basis.

The Fund for Food was increased to RM600
million to provide cheaper loan facilities for the
cultivation, production and distribution of food.
As of 31 July 1996, a total of RM290.4 million
had been approved, of which 56% was channelled
to animal husbandry, 18% for vegetables and
fruits and 11% for food processing. In addition,
a total of RM4.37 billion has been allocated to
the Ministry of Agriculture during the Seventh
Malaysia Plan period to further encourage the
production of food. The allocation for agricultural
credit to Bank Pertanian Malaysia is also increased
by 8.1% from RM194.9 million to RM200 million.

As part of the Government's efforts to encourage
consumer awareness among the public, a
“Comfortable Living Family” competition was
launched on 4 June 1996 in conjunction with the
celebration of the World Consumers’ Day. The
objective of the competition was to educate and
create consumer awareness of their rights and

the need to plan their spending prudently. Besides,

the competition was also launched to instil
responsible business ethics among the Malaysian
trading community. It included publicity campaig
on the adverse effects of inflation and the rol
consumers and traders could take in containin,
inflation in order to achieve a comfortable standar
of living. The criteria set by which families wo
be judged, include their expenditure on s.,-,._-
housing, clothing and transportation. '

To further strengthen consumer awareness
four-day “Zero Inflation Sales” campaign w.
launched on 7 June 1996. This campaign, jointly
organised by the Penang State Government a
the Federation of Malaysian Manufacturers (FM v
northern branch, attracted 78 participants includin ng
23 manufacturers, 20 wholesalers and
Government agencies. The objective of
campaign was to inculcate among business
and traders the spirit of greater awareness
social responsibilities and not to be drawn
profiteering. In line with the growing concern on
the importance of consumer protection, the
Enforcement Division of the MDTCA had, up
3 August 1996, inspected 340,376 bu
premises. A total of 479,333 business premis
was inspected in 1995 of which 5,762 cases
charged and fined a total of RM6,763,528 &
another 4,800 cases were compounded a f
of RM1,064,205. For 1996, some 500,000 pr:
are targetted to be inspected.

As a measure to keep consumers better in
through the dissemination of price inf
and assistance to consumer organisations,
Price Information Centre, established in K
Lumpur since 12 October 1993, colle
disseminated the prices of 97 items weekly.
prices are also disseminated through the
media on a weekly basis to facilitate pi
comparisons by consumers. In addition, |
the Government to take pre-emptive m
to ensure adequate and stable supply a
prevent sharp and sudden price increase
result of shortages, the MDTCA throug!
Advance Warning System Joint Comi
continues to analyse and monitor the price
consumer items weekly. At the s
wholesalers and retailers are enco rag
practice “fair pricing”. Up to 31 July 1_9{9
premises, which include supermarke
markets and retail shops, had been__a’_
title of “Fair Price Store”, compared W
premises in 1995.



dress the concerns of asset price inflation
‘ease price pressures on real properties,
oreign Investment Committee guidelines on
tion of real estate by foreigners were
ed. In addition to the limit of RM250,000
level of bungalows and condominiums
d earlier in 1995 to foreigners, the 1996
ad imposed a levy of RM100,000 to be
d by the relevant state authorities on every
f real estate by foreign interest. At the
e, real property gains tax (RPGT) of
was imposed on foreigners, irrespective of
holding period before disposal of their
; For Malaysians, the RPGT was also
rom 20% to 30% on the disposal of property
o years after acquisition, 15% to 20%
1e third year and 10% to 15% within the
year.

g the success of the comprehensive
nflation measures, the CPI for the first nine
1s of 1996 moderated slightly to 3.6%
ared with 3.4% for the same period in 1995.
nal basis, the price trends in Sabah
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and Sarawak revealed a slightly lower increase
in the two states compared with Peninsular
Malaysia, following a higher increase recorded in
the same period last year. The CPI for Peninsular
Malaysia rose by 3.9% (January-September 1995:
3.6%). The index for Sarawak increased at a
slower pace of 2.2% (January-September 1995:
2.3%) and Sabah 2.8% (January-September 1995:
2.7%), as shown in Table 8.1.

Table 8.1

Malaysia: Consumer Price Index
(1994=100)

Annual Change
(%)
(January—-September)

Weights' 1995 1995 1996

TOTAL 100.0 3.4 3.4 3.6
Food 34.9 4.9 4.8 8.7

Beverages and
tobacco 3.6 23 2.3 24

Clothing and
footwear 3.6 0.0 0.1 -0.7

Gross rent, fuel
and power 21.1 34 3.5 3.2

Furniture,

furnishings and

household

equipment and :

operation 5.6 28 2.4 1.6

Medical care
and health
expenses 1.9 3.1 3.2 3.6

Transport and
communication 17.9 1.8 157 17

Recreation,
entertainment,
education and

cultural services 5.8 25 2.4 i35
Miscellaneous

goods and

services 5.6 4.2 4.8 2.6
Peninsular

" Malaysia 100 3.7 3.6 3.9
Sabah 100 2.8 2.7 28
Sarawak 100 2.2 23 - 22

! The weights used are based on the final weights from
the 1994 Household Expenditure Survey.

Source: Department of Statistics.




The CPI for the sub-indices of food and medical
care and health expenses registered higher
increases for 5 consecutive months. These two
groups together contributed to 59% of the overall
CPI increase compared with 51.4% during the
corresponding period of 1995. The food sub-
index, which contributed for more than half of the
overall increase in CPI, increased by 5.7%
(January-September 1995: 4.8%), mainly due to
significant increases in the sub-groups for fish
(12.5%), rice, bread and other cereals (6.9%)
and fruits and vegetables (3.4%), as shown in
Table 8.2,

Table 8.2

Malaysia: Consumer Price Index For Food
(1994=100)

Annual Change
(%)
(January-September)

Weights' 1995 1995 1996

Total Food 349 4.9 48 ST
Food at home 25.1 5.3 5.2 6.0
Rice, bread and

other cereals 5.5 1.4 1.0 6.9
Meat 3.8 0.8 1.4 3.9
Fish 4.9 121 119 12.5
Milk and eggs 2.3 -0.4 -0.9 3.8
Oils and fats 0.7 11.2 13.3 0.8
Fruits and

vegetables 5.4 8.7 8.6 3.4
Sugar 0.6 0.7 0.5 1.0
Coffee and tea 0.8 4.6 5.1 0.6
Other food 121 2.7 2.1 4.5

Food away from
home 9.8 37 3.8 4.7

1 The weights used are based on the final weights
from the 1994 Household Expenditure Survey.

Source: Department of Statistics.

During the first nine months of 1996, the sub-

index for transport and communication rose by
1.7%, the same rate as that for the correspondi
period of 1985. This is mainly due to the reductior
in import and excise duties on tyres and lowe;
price of unleaded petrol. The sub-index for gro
rent, fuel and power continued to rise by 3
(January-September 1995: 3.5%) mainly due f
increases in rental of residential units. '

The sub-index for clothing and footwear
registered a reduction of 0.7% (January-September
1995: 0.1%) on account of lower prices of appa
and footwear, following the reduction in imp:
duty for some of these items, as announced
the 1995 and 1996 Budgets. On the other har
the sub-index for beverages and tobacco contis
to increase by 2.4% (January-September 19!
2.3%).

For durable and non-durable goods, prices r
by 2.1% and 4.2%, respectively (Ja
September 1995: 1.5%, 4.0%) reflecting mail
significant increases in the prices of fish, flo
fruits and vegetables. In contrast, the sub-index
for semi-durable goods (which include clothi
linen and garden tools) increased by 1.2% (J
September 1995: 0.3%), while the sub-in
services rose moderately by 3.6% compared
the 3.7% increase during the corresponding pe
of 1995.

While the CPl measures the prices of
goods and services that are consumed
average household in the country, the Prod
Price Index (PPI) measures the average ra
change in the prices of all goods charge
producers and paid by importers. Therefo
PPl and CPI are not directly comparable
requires some time lag to translate the rise in k
into changes in retail prices. During the firs
months of 1996, the PPI for the domestic eco
increased marginally by 1.5% compared wi
increase of 4.4% in the corresponding pe
1995, attributable mainly to the decline
prices of agricultural products, particularly rt
and palm oil. The sub-index for food anc
animals rose by 5.6% (January-August 199
mainly due to higher cost of productio
from higher prices of inputs. The com
animal and vegetable oils and fats
significant deceleration in the rate of price in
with the sub-index decreasing by 7.0% ¢
with an increase of 27.5% during the



-August 1995, due to lower prices of crude

ssed palm oil, in line with strong world
» sub-index for crude materials
lightly from an increase of 8.4% during
jht months of 1995, primarily as a

Table 8.3

Malaysia: Producer Price Index
(1989 = 100)

Annual Change
(%)

disaggregated level, the PPI for local (danuary-Augas])

| rose by 2.0% during the first eight

Weights 1995 1995 1996

s mainly due to price decline of animal Domestic

e oils and fats of 7.0% (January- Economy 100.0 4.0 4.4 15

995: 32.3%), crude materials of 1.3%
August 1995: 10.4%). The sub-indices

Food and live
animals chiefly

ery and transport equipment rose by for food 149 24 48 58
(.}anu y-August 1995: —1.7%). The sub-
for mineral fuels, lubricants and related Beverages and
creased by 9.9%, while the increase tobacco 2.1 2.3 2.1 0.7
Ib-index for beverages and tobacco Crude materials)
ted to 0.7% (January-August 1995: 2.7%). inedible except

| for imports continued to declined marginally fuels 17.9 7.0 84 12
nuary-August 1995: 1.0%), resulting

er inflation abroad together with the :‘3;;?;:]“2“"5‘ e RS v e
and reduction of import duties on many } : i y
'his resulted in a further 0.3% decline in Al e
s of mineral fuels, lubricants and related vegetable oils
anuary-August 1995: 1.7%) as well and fats 8.47 26.0 27.5 7.0
o decline in machinery and transport
ment (January-August 1995: —2.2%). A slight Chemicals and
e was recorded in the sub-indices for Al s LA e A S e L
mical and related products (2.4%), crude Vi AR
erials (1.1%), manufactured goods (0.5%) and goods classified
es and tobacco (0.8%). chiefly by
materials 10.8 —0.1 -0.5 1.3
lile the CPI provides a broad indicator of )
in retail prices in general, it does not Mechinerys ahd
he changes in price level of goods and ga:f pnggm T d L
consumed by different income groups T i [ ' \
ns, such as urban and rural areas. With Miscellaneous
providing indicators on price changes manufactured
1e various income levels, the Department articles 3.6 2.3 1.5 4.2
stics (DOS), is currently formulating CPI 4
come groups. This index is based on price o iiies and

; - . transactions not
s of goods and services typically

ume by consumers with an average classified elsewhere 0.6 —0.4 —0.4 0.3
old income of equal to or less than RM1,500. Local production  79.8 4.8 6.1 20
showed that this income group comprised

of Malaysian households. The list of Import 20.2 0.7 1:08 =0.5

I goods used in the calculation of the
dex by income group consists of 75 items
(‘:img rice, flour, condensed milk, bread,

Source: Depariment of Statistics.
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chicken, onions, salt and canned sardines. While
preliminary result shows marginal differences
between the overall CPl and those of the income
groups, the price indices for certain components
of the CPI differ significantly, in particular that
of food and its sub-components, reflecting the
higher weightage of food items in the basket of
goods for the lower income group. In addition,
the DOS has also undertaken the computation
of CPI for the urban and rural areas. Similarly,
results showed marginal differences between urban
and rural areas, largely on account of marginal
differences in the pattern of expenditure between
the rural and urban.

Employment

As the economy enters its ninth year of rapid
expansion, the tight labour market continues to
persist. In 1996, the expansion in employment
opportunities continues to exceed growth in labour

Chart 8.2
Producer Price Index (1989 = 100)
(annual change)

%
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Imports
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supply. With employment envisaged to grow by
3.4%, a total of 265,000 new job opportunities
is expected to be created compared with 312,000
in 1995. However, the growth in labour force is
estimated to be lower at 3.2% (1995: 3.9%).
Subsequently, the unemployment rate declines
further to 2.6% from 2.8% in 1995, indicating tha
the economy continues to operate at a full
employment level. This tight labour market sntuatlon
continues to be experienced in all sectors of the
economy.

T

The total number of job seekers registered
the Manpower Department of the Ministry of Hum
Resources as at the end of July 1996 was 24,0
persons compared with 23,329 persons durine
the corresponding period in 1995, an increase
3.2%. Higher rates of increases were recor
in the states of Sabah, Kelantan and Trengg
showing an increase of 56.7%, 49.3% and 41.5
respectively. In contrast, Selangor, Sarawak
Kedah recorded a significant decline of 46
19.9% and 18.1%, respectively. Total
vacancies reported during the first seven mc
of 1996 decreased by 3.8% to 33,483 comp
with 34,809 during the corresponding period
1995. However, the state of Kedah registered ;
decline of 49.2%, Sarawak 26.7% and Pera
Wilayah Persekutuan, 24.7% each. The signifi
decline in these states was however offset
large increases in new vacancies in the sta
of Kelantan (114.5%), Terengganu (56.8%) and
Pahang (32.6%). (See Table 8.4). \

Total employment in 1996 is estimated to re
8.2 million (1995: 7.9 million), with the second
and tertiary sectors expected to continue as
major contributors, accounting for 82.7% of
employment in 1996 compared with 81.4% i
On the other hand, the share of employmen
the primary sector (comprising of agricult tu
forestry and fishing and mining) to total em
is expected to further decline to 16.8%
18%). (See Table 8.5).

On a sectoral basis, employmen
manufacturing sector is expected to con
account for the bulk of total employment. Ir
its share to total employment is exp:
increase to 27% compared with 25.9'
The manufacturing sector therefore,
the major source of employment
continued strong expansion in export-orie
domestic market-oriented activities. Wit



Table 8.4

Compa_rison of Active Registrants and New Vacancies
According to States for January-July 1996

Active Registrants

New Vacancies

July+ July+ Change  Jan-Jul Jan-Jul Change
1995 1996 1995 1996
(%) (%)
770 740 -3.9 498 400 -19.7
2,941 2,410 —18.1 4,864 2,473 492
1,002 1,031 2.9 4,909 5,431 10.6
1,858 1,624 -12.6 3,738 2,813 247
2,303 1,239 -46.2 4,773 4,549 -47
1,362 1,190 -12.6 3,489 3,013 -13.6
616 512 -16.9 351 455 29.6
1,543 1,458 -5.5 3,654 4,749 30.0
1,240 1,319 6.4 951 1,261 32.6
1,464 2,072 41.5 892 1,399 56.8
1,480 2,209 49.3 932 1,999 114.5
2,210 2,448 10.8 2,377 1,791 247
2,848 4,462 56.7 1,230 1,573 27.9
1,692 1,356 -19.9 2,151 1,577 —26.7
23,329 24,070 3.2 34,809 33,483 -3.8

mulative figures as at end of July
ly 1996 are unvalidated

ver Department, Ministry of Human Resources

structural transformation, shifting
r value-added activities with the
modern technology and labour-saving
rowing demand for skilled and semi-
is expected to intensify over the
le the capital investment in plant and
0 every job created has increased to
he first half of 1996 from RM 184,632
ame period of 1995. The demand for
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skilled and semi-skilled workers is expected to
increase by 9% from 36,237 in 1995 to 39,498
in 1996.

Reflecting the overall buoyant performance of
economic activity, the services sector continued
to account for a large share of 47.1% of total
employment in 1996 (1995: 47.2%). The wholesale
and retail trade, hotels and restaurants as well
as the transport, storage and communication sub-



Table 8.5

Employment by Sector
(% share to total)

1995 1996
Agriculture, forestry : -
and fishing 18.0 16.8
Mining 0.5 0.5
Manufacturing 25.9 27.0
Construction 8.3 8.6
Electricity, gas and
water i 0.9 0.9
Wholesale and retalil
trade, hotels and
restaurants 16.8 16.5
Finance, insurance
real estates, business
services 4.8 4.8
Transport,storage
and communication 5.0 5l
Government services 11.0 10.7
Other services 8.7 8.9
Total 100.0 100.0
Primary sector 18.6 173
Secondary sector 34.2 35.6
Services sector 47.2 475

Source : Economic Planning Unit

sectors remain the major contributors to
employment creation with 1,353,700 and 420,400
new jobs which are expected to account for 16.5%
and 5.1%, respectively of total new jobs created
in 1996. The share of Government services sub-
sector in total employment, however, is expected
to decline slightly to 10.7% in 1996 compared
with 11.1% in 1995, reflecting the continued efforts
by the Government “to right size” the public sector,
through its privatisation programmes and
consolidation of several Government agencies.

Chart 8.3
Employment Indicators
Thousands Employment by Sector
9000
Agriculture,forestry livestock and fishing,
Manufacturing
Consfruction
ﬁ Mining and quarrying
Transport,storage and communication
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other services
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Source : EPU
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creased investment in construction
uch as the Kuala Lumpur City Centre,
ur International Airport (KLIA) in Sepang
commercial and residential property
otal employment grew by 3.4% in
5: 4.1%), resulting in new job creation
). The KLIA project alone creates about
obs, more than half of the new jobs
‘contrast, the agriculture, forestry and
r’'s share of total employment is
continue its downward trend with its
al employment declining to 16.8%
with 18.0% in 1995. The mining and
ng sector’'s share in total employment
s at 0.5%, sustained mainly by the growth
etroleum and gas sub-sector.

buoyancy of the economy for the past
' s led to the continued creation of
it opportunities which has resulted in
ny operating from a labour surplus to
shortage situation. As a consequence,
e of voluntary turnover of workers
erienced by all sectors of the economy,
in the construction, services and
g sectors. A survey on employment
ower Department showed that in the
6, the manufacturing, construction,
d mining sectors experienced a labour
f 20,796 workers, whilst the service
experienced 7,957 shortages.

th the nation’s rising needs for skilled
overnment has allocated a total of
llen under the Seventh Malaysia Plan
nine more skills training institutes. At
re are eight such institutions. With
al institutes, the intake of students
eased three-fold. Earlier in 1995,
bjective to increase training capacity
as well as higher level skills, the
e Human Resources Development
xpanded. Selected industries in the

sector, namely the hotel industry,
munications, tour and travel agencies,
ght forwarding, courier services,
d computer services are allowed to
und. With this amendment, the Human
evelopment Council (HRDC) is
llect a total levy of RM303.9 million
1996 compared with RM229.9 million
d of 1995. A total of RM139.7 million
cated for training programmes. A
0 employees had benefitted from

the existing four training schemes, namely Skim
Bantuan Latihan (SBL), Skim Program Latihan
Yang Diluluskan (PROLUS), Skim Perjanjian
Latihan Dengan Penyedia Latihan (PERLA) and
Pelan Latihan Tahunan (PLT). Of the four schemes,
the SBL which provides flexibility to the employers
to conduct in-plant training had the largest number
of trainees of about 76% of the total and the
highest allocation of 80.8%. This indicates the
preference of the majority of the employers to
have in-plant training rather than external training.

In line with the objective to increase training
capacity in new areas, the HRDC launched three
additional schemes and facilities, namely the Joint
Training Schemes, Apprenticeship Training
Scheme and the Soft Loan Facility at the end of
1995. At present, these three schemes received
low response with only 1.4% of loan allocated
being taken up. In order to speed up loan utilization,
HRDC is encouraging all technical skill training
centres and institutes that are incorporated or
registered in Malaysia and fully Malaysian owned,
to apply for soft loans from the HRDC to upgrade
their training facilities. Such loans will also be
available for centres administered by the employers’
associations and industry groups with an interest
rate of 2% while for private training centres, the
interest rate will be at 4%.

To meet the need for skilled manpower in new
skill areas at the higher level and to take advantage
of advanced technology in developed countries,
advanced skill fraining institutes were established
with the cooperation of the Federal Republic of
Germany, France and Japan. The German-
Malaysian Institute, established in 1992, is expected
to produce 87 graduates at the end of 1296, in
the area of production technology and industrial
electronics. The Malaysia-France Institute, on the
other hand, offered courses at advanced level in
areas such as maintenance of automated
mechanical system and machine, electrical
equipment installation and welding technology.
The Institute with a capacity of 253 trainees, began
its operation in October 1995. -

The Government is reviewing the capacity of
existing industrial training institutes. In addition
to the five new Industrial Training Institutes (ITI),
two new Advanced Skill Technology Centres (STC)
and four new polytechnics will be built in 1996.
There are also plans to expedite the upgrading
of existing 69 secondary vocational schools (SVS)
to technical colleges. In this regard, 20 SVS were



converted into STC for the 1996 school session.
New technology courses such as computer related
technologies, telecommunications and information,
automation, manufacturing of aircraft components,
plastic technology, Computer Aided Design (CAD),
advanced printing and technology management
will be introduced. In order to provide opportunities
for students in secondary schools to study
engineering technology and engineering drawing,
these subjects were also introduced in selected
secondary schools. ‘Government efforts in
expanding education and training facilities at all
levels were supplemented by those of the Non-
Financial Public Enterprises (NFPESs), in particular
Telekom, Petronas and Tenaga Nasional. These
corporations conducted courses at tertiary level
in the area of engineering and information
technology and expanded their training capacities
and education programmes to increase their intake
of trainees.

Measures to increase the number of trainers
and instructors in the training institutions have
also been stepped up. The Government has
increased its intake by 2.5% from 3,110 persons
in 1995 to 3,190 persons in 1996 at the Centre
for Instructors and Advanced Skill Training. The
Government has also allowed private technical
skills training colleges to recruit foreign lecturers
on contract basis, from countries like India, Pakistan
and the United Kingdom. The Ministry of Youth
and Sports through its seven Specialised Training
Centres, will increase its intake by an estimated
3,600 trainees in 1996 compared with 3,422 in
1995. In order to atiract and retain qualified and
experienced instructors, the Government will review
the terms and conditions of service for instructors.
A computerised Vocational Training Information
System called VOCATIONS has been set up in
1995 to establish data base on the supply and
demand of skills, workforce with certified skills
and availability of instructors for skill development.

The Government is also encouraging greater
utilization of local labour, including raising female
labour force participation and utilizing more
handicapped persons for appropriate jobs and
rehabilitated drug addicts. Retirees can also be
reemployed, on a case-by-case basis. The
Government is currently studying the possibility
of amending rules relating to part-time employment
under the Employment Act 1995. This will enable
workers to hold more than one job in a concerted
effort to boost the workforce and increase
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flexibility to balance their time between work anc

productivity. It will also permit women to be gainfully:
employed in pari-time employment. To furt
raise female participation rate, firms will
encouraged to adopt flexible work practices. Th
family-friendly approach will provide women th

family. In addition, various incentives are beij
planned, including the setting up of day care ce
at the workplace. Further, the greater use
information technology will provide opportun
to women to be gainfully employed from hom
In addition, Malaysians working overseas are a
encouraged to return to take up emp!oymenf
Malaysia.

The Foreign Worker Task Force (PPPA) und
the Home Ministry has taken various measur
and introduced new guidelines to effectively monif
and regulate the recruitment and entry of forei
labour. Between 15 August 1996 and 31 Dece
1996, a Peninsular Malaysia-wide exercise i
undertaken to legalise illegal foreign workers
legalization exercise applies to all illegal fi
workers, including those in the construc
services, manufacturing and domestic secto
who entered Malaysia on or before July 10, 19
The new rules involve procedures pertainin
recruitment of foreign workers which are bz
on agreements between the Malaysian Govern
and the Governments of the countries of the fo
workers. The PPPA’s new regulations w
establish closer collaboration between Mala
and the foreign authorities providing worke
this country and enable better monitoring
movement of workers at both entry and exit
The main features of the new guidelines gov
the recruitment of foreign workers are:

(i) source countries:

the Government allows recruiti
foreign labour from five col
Bangladesh, Philippines, Ind
Pakistan and Thailand;
(ii) permitted sectors:
sectors allowed to engage foreign W
are the plantation (oil palm, cocoa, I
tea and poultry rearing), man
construction and services;
(iii) approval criteria:
to be taken into consideration among
are the following factors:
capability, provision of acco
industries with over 30%



and production or activity carried
by industries which are listed in the
sstment Incentive Act 1986;

ons placed upon foreign workers:
ign workers are allowed to work in
a for five years and are not allowed
itch sectors.

nued rapid economic development has
3 ation of virtually full employment with
' ressures on wages. Data derived
istics Department’s Monthly Survey
acturing sector showed an increase of
ge wage during the first seven months
pared with 10.5% during the same
5. The increase in real average wage
7.1% did not commensurate with the
995 3.8%) increase in productivity. Such
1 average wage in excess of productivity
could trigger a wage-price spiral.
here is an increase in the real unit
st of 3.2% during the first seven months
mpared with a decline of 3.2% for the
of 1995. A continuous increase in
r cost will adversely affect Malaysia's
ell as their competitiveness at the
| level. Increases in wages which are
ed to CPl without matching it to
ncreases, will be inflationary and will
_‘y nulllfy and render meaningless the
‘of having higher wages but resulting in

_ :' ing period in 1995 (this covers only
of -'t'h_e total unionised workers). The

tantially higher number of collective wage
ts was concluded during the first seven
f 1996 compared with the corresponding
1995. During this period, 226 collective
nits were concluded, involving 48,833
compared with 257 involving 79,302
S reported over the same period in 1995.
Sectoral basis, the manufacturing sector
ed for the largest number of wage
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agreements, followed by the transport, storage
and communication and commercial sectors, as
shown in Table 8.6.

In the light of the increasing concern with respect
to the widening gap between labour productivity
and wage increases, particularly in the
manufacturing sector, the National Labour Advisory
Council (NLAC), the country’s highest tripartite
forum on labour matters, has agreed on a
framework for a national wage reform in August
1996. A set of guidelines on the proposed wage
reform was adopted by the Government and the
Guidelines are to be adopted by companies and
their trade unions in future collective agreements.
The wage guidelines give emphasis on a closer
link between wages and productivity increases
which enable employers to develop a wider and
more systematic approach towards improving
productivity and wages so as to enhance
competitiveness and promote employment stability.
The objective of the guidelines is to enable
employees to obtain a fair share of the gains
arising from productivity and performance
improvements. This will, in turn, promote equity,
social cohesion and job satisfaction through the
creation of improved skills-related career path.
Among the key elements of the wage reform are:

— wages will cover a combination of monthly
or other frequent payments, annual
increments, an annual or other infrequent
bonus;

wages should comprise a fixed and a
variable component. Key elements of the
fixed component include basic wage,
annual increment and contractual bonus
(where applicable). The variable
components on the other hand, are wage
increase based on productivity
improvement and profit sharing;

changes in basic wages shall take into
account factors like the cost of living;

the fixed component should reflect the
value of the job and annual increment is
paid in recognition of an employee’s length
of service and experience; and

the variable component could be
determined in relation to productivity and
performance of the individual, work group
or organisation. The indicators used must
be transparent and measurable and
consideration must also be given to the
timing of payment of the component.



Table 8.

Private Sector Wage Agreements
(January-July)

6

No. of Wage No. of Workers Average v
Agreements Involved Increases
1995 1996 1995 1896 1995
Manufacturing 134 100 37,667 22,681 11.8
Commercial 66 27 8,071 3,876 12.2
Transport/Storage &
Communication 24 41 1,194 7,265 10.7
Services 20 23 31,008 3,786 10.2
Agriculture Product 8 22 125 1,455 9.1
Requiring/Processing
Mining & Quarrying & 0 1,342 0.0
Electrical/Gas and 8,419 0.0
water supply
Construction 1 1,237 16.3
Others 4 3 0 0.0
ToTAL 257 226 79,302 48,833 0 |5 7

Source: Ministry of Human Resources

The more harmonious industrial relations climate
continues to exist as reflected in the decline in
the number of industrial disputes during the first
seven months of 1996, with a total of 270 cases
involving 31,760 workers compared with 511 cases,

_involving 48,657 workers during the same period
in 1995. Of the total, incidence of industrial disputes
during the first seven months of 1996, 109 cases
or 40.4% occurred in the manufacturing sector,
involving 18,891 workers, as against 96 cases
involving 18,320 workers during the same period
of 1995. Most of the disputes were due to
disagreements on the terms and conditions of
contractual terms in collective agreement and other
service contracts, particularly over allowances and
bonuses, deadlocks in collective bargaining as
well as dissatisfaction over management’'s
prerogatives and actions against workers. A total
of seven strikes and lockouts, involving 876
workers, was recorded during the first seven months
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of 1996 compared with thirteen strikes and
involving 1,748 workers during the corre:
period of 1995. Of the total, three cases
and lockouts were recorded in the manufac
sector and four in the agriculture sector,

Various efforts have been taken
Government to overcome the increase in in
accidents. The enforcement of the Oce
Safety and Health Act 1994 and Fac
Machinery Act 1967 to safeguard the sa
workers in the workplace was stepped
A total of eight companies was charged
by the Industrial Court for offences ¢
under this Act. In line with the downtu
global electronics market, the Governmentis
up a task force to monitor the retrenchn
workers in the electronics industry.
of the task force is to ensure that those retr
will be re-employed in other industries.



