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Planters’ minimum wage headache
(/node/20001)
BY OOI TEE CHING (/TAXONOMY/TERM/893) - 4 AUGUST 2014 @ 6:25 PM

KUALA LUMPUR: The minimum wage policy is meant to pave the way for a

higherincome nation but such good intention has caused an increase in the

outflow of funds.

Feedback from rubber and oil palm

estates showed that the higher salary payouts under the minimum wage

policy have resulted in a substantial increase in remittance by foreign

workers.

The amount is estimated to almost double this year from 2012, before the

policy was implemented.

The Minimum Wages Order 2012 took effect in January last year and

requires employers with six employees and above to pay a minimum wage of

RM900 a month in the peninsula or RM800 a month in Sabah, Sarawak and

Labuan.

While lawmakers seek to propel Malaysia towards becoming a high-income

nation by introducing minimum wages, the blanket implementation of the

“basic rate” instead of

“take-home pay” across all sectors has given foreign workers more money to

send home.

In an interview with Business Times, Malayan Agricultural Producers

Association (Mapa) executive director Mohamad Audong said the blanket

implementation of the minimum wage policy, rising bank borrowing costs and

falling palm oil and rubber prices have resulted in planters being hit from all

sides.

“While there was a 20 per cent increase in basic wages, there was almost 40

per cent more money outflow from Malaysia last year.

In theory, this law is supposed to help the oil palm industry become more

productive. In reality, planters are badly hurt.”

He pointed out that in 2012, foreign workers in the agriculture sector

remitted around RM8 billion.

“After the minimum wage policy was implemented, foreign workers sent back

around RM11 billion. This year, Mapa estimates the figure to surpass RM15

billion.”

Mohamad said planters are facing higher production costs due to costlier

fertiliser, higher foreign worker recruitment fees and higher fuel and utility

MORE

(/SPORTS)

(/node/20468)

TENNIS: Murray thrown off rhythm
(/node/20468)

ANDY Murray hit the practice courts on Monday with new

coach Amelie Mauresmo in full charge of the session as the

ATP Toronto Masters kicked off his build up to the US Open.

Reds will carry on (/node/20463)

Watson: Tiger injury bodes ill for Ryder Cup bid

(/node/20459)

Sports

(/node/20440)

Lifestyle

(http://www.nst.com.my/mh17/gallery)

(http://www.nst.com.my/glasgow2014)

FOLLOW US

  

SUBSCRIBE NOW

(HTTP://DIGITAL.NSTP.COM.MY/NST/INCLUDES/SHOP/LIST_PRODUCTS.JSP?

TESTATA=NSTNEWS&ID=NSTNEWS)

 

NSTP FAMILY SITES

New Straits Times Press

(http://www.nstp.com.my)

Harian Metro

(http://www.hmetro.com.my)

Berita Harian

(http://www.bharian.com.my)

1Klassifieds

(http://www.1k.com.my/)

http://www.nst.com.my/
http://digital.nstp.com.my/nst/includes/shop/list_products.jsp?testata=nstnews&id=nstnews
http://www.nst.com.my/
http://www.nst.com.my/nation
http://www.nst.com.my/business
http://www.nst.com.my/lifestyle
http://www.nst.com.my/sports
http://www.nst.com.my/streets
http://www.nst.com.my/photos
http://www.youtube.com/user/nstonlinetv
https://twitter.com/intent/tweet?original_referer=http%3A%2F%2Fwww.nst.com.my%2Fnode%2F20001&tw_p=tweetbutton&url=http%3A%2F%2Fwww.nst.com.my%2Fnode%2F20001
http://twitter.com/search?q=http%3A%2F%2Fwww.nst.com.my%2Fnode%2F20001
http://www.nst.com.my/node/20001
http://www.nst.com.my/taxonomy/term/893
http://www.googleadservices.com/pagead/aclk?sa=L&ai=C-ZDrAI3hU9K1J8iguASs9IGACLDp3JAFuKy638EBiIu19MYBEAEgh5avIFCX9JP2-v____8BYMubgoXAF6ABsL3r2gPIAQKpAr-SL0zDDZU-4AIAqAMByAOdBKoElwFP0KiK5Y3Tj3lfPiesnGQ2AdCeJxqCWMFDc8xcPpdqa3swWWaVP3WWXbfUl-mJOU9de3xJcLmFkV9gOzUqpx9jzQoNPH54DaIsAsx08ML5JcXFoZ-NtOXw8dVlP_sCdJLiR2Cb48K7yuDI9QkEruipN3_IB8VHPgsTwhT-FfHJ0P4FTj7QzmOV-6A13gUbD7BpkYqnNRMY4AQBiAYBoAYCgAe4wpQl&num=1&cid=5GjH58qIsVYgjuIufkWEOIZh&sig=AOD64_3qqNpYixkdeiSAmBEDG6uOCBJNBg&client=ca-pub-3291688420680736&adurl=http://www.texaschickenmalaysia.com/promotions.html
http://www.nst.com.my/sports
http://www.nst.com.my/node/20468
http://www.nst.com.my/node/20468
http://www.nst.com.my/node/20463
http://www.nst.com.my/node/20459
http://www.nst.com.my/node/20440
https://www.facebook.com/nstonline
https://twitter.com/NST_Online
http://www.nst.com.my/latest.xml
https://itunes.apple.com/my/app/nst-digital/id527144475?mt=8
https://play.google.com/store/apps/details?id=team.vc.nstnews
http://www.nst.com.my/mh17/gallery
http://www.nst.com.my/glasgow2014
http://digital.nstp.com.my/nst/includes/shop/list_products.jsp?testata=nstnews&id=nstnews
http://www.nstp.com.my/
http://www.hmetro.com.my/
http://www.bharian.com.my/
http://www.1k.com.my/


TweetTweet 5 2RecommendRecommend ShareShare

costs. There are also various fees and tax hikes.

Oil palm planters are already paying corporate tax, service tax, sales tax,

windfall profit levy, crude palm oil export duty and import duties on

agricultural tools and machinery.

They also have to pay cess of RM13 per tonne to the Malaysian Palm Oil

Board.

Mohamad said the bleak outlook is compounded by Bank Negara Malaysia’s

recent rate hike, which means costlier bank loans.

    Oil palm planters are also at the mercy of the world commodity markets. If

palm oil prices were to drop below RM2,000 per tonne, some planters will

lose money.

“Many of our planters borrow money from the banks and issue bonds, of

which bankers and insurance companies are subscribers.”

 Depending on the year of planting, Mapa calculated that palm oil production

cost of these heavily-geared planters ranges between RM1,300 and RM3,000

a tonne. 

“If palm oil prices were to fall below RM2,000 a tonne, some planters may face

difficulty in repaying the loans. They will then have to hire fewer workers and

there will be less harvest. 

“The minimum wage policy works best if commodity prices are on the

uptrend, not when prices are falling,” he said.

As the government seeks to review the minimum wage policy at the end of

this year, planters are appealing for a more judicious implementation. 

“We are not opposing the minimum wage law. It will be more practical if the

government amends the RM800 and RM900 per month minimum figure to

that of take-home pay instead of basic rate. This will streamline the Minimum

Wages Order 2012 to the main thrust of existing labour laws.”

Mapa represents about 200 plantation companies in Peninsular Malaysia

with estates spanning 700,000ha. These planters employ some 125,000

workers in the fields, of which 80 per cent are foreigners.

Meanwhile, Malaysian Palm Oil Association (MPOA) chief executive officer

Datuk Makhdzir Mardan concurred that oil palm planters are enduring the

financial burden under the spectre of the taxes and new ones to be

introduced.

“For every RM1 we earn, we have to pay almost 45 sen in taxes to the federal

and state governments.”

Planters are not required by law to provide accommodation, schools, clinics

and places of worship but many MPOA members do so as part of their

corporate social responsibility.

“When you factor in amenities such as housing, water, electricity, medical

care, transportation, etc, it amounts to about RM450 per worker per month.”

He said the new Property Assessment Tax of between RM5 and RM100 per

hectare imposed by local authorities is painful on members.

“If the public think what is happening to oil palm plantations has no bearing

on their savings, think again.” 

Makhdzir said when planters experience severe profit erosion, the man in the

street will inevitably feel the impact.

“Pension funds, such as the Employees Provident Fund, are all heavily

invested with plantation companies.

He said Permodalan Nasional Bhd, the country’s biggest fund manager, and

pilgrims fund board Lembaga Tabung Haji derive a big chunk of dividends

from palm oil earnings. 

What this means is that the average Malaysian’s savings is considerably tied

to the country’s palm oil sales.

If palm oil earnings shrink as a result of a “less thought out” minimum wage

law, pension and unit trust funds with big stakes in plantation companies may

not be able to generate as much dividend as before.
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Selangor BN should capitalise on MB crisis to
solve people’s problems (/node/20514)

KUALA LUMPUR: Selangor Barisan Nasional (BN) should

capitalise on the current menteri besar crisis in Selangor to

prove its capability to solve problems faced by the people

in the state, said a political observer.
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WORKSHOP operators continue to hog public parking bays

in the city. Streets checks at several busy commercial
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MALAYSIA’S trillion ringgit trade volume can be expanded

further with its participation in the Trans Pacific Partnership

(TPP), as well as a free trade agreement (FTA) with the

European Union (EU), says International Trade and Industry

Minister Datuk Seri Mustapa Mohamed.
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