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ABSTRACT

Retrenchment has been used interchangeably with terms such as lay-off, redundancy,
voluntary separation scheme, downsizing, and resizing, among others. By whatever name
one may call it, it is finally parting with workers, most of whom are competent and would
have continued contributing to the organisation. Retrenchment can happen for various
reasons, from an economic slowdown to reorganisation and restructuring of a company.
A retrenched worker, who may have given years of unrelenting service to a company, is
therefore deprived of his security of tenure which has been equated to ‘property right’.
The possible negative outcome he could face on immediate termination includes

depression and family pressures that would arise due to the loss of income, among others.

In West Malaysia, the existing law on retrenchment does not regulate a vast majority of
workers under a contract of service. The situation in Sabah and Sarawak is even more
disturbing given the fact that there is no law on retrenchment. Thus, in a genuine
retrenchment exercise, the retrenched workers are left at the will and fancies of the
employer as to retrenchment procedures and compensation, unless they are unionised, in

which case the union may bargain for their rights.

The thesis will therefore discuss and analyse the law on retrenchment from Chapter 2 to
6, of which will include an acceptable definition of retrenchment to evade the existing
ambiguity. Chapter 7 will survey the opinions of various parties involved to substantiate
the argument for reforms and uniformity of laws on retrenchment. It will further highlight
the ‘battle’ between the employees’ and employers’ unions for the establishment of the
National Retrenchment Scheme. Chapter 8 will attempt to impress on how Islamic
principals should be moulded into the existing system for the achievement of industrial
harmony. Finally, Chapter 9 concludes the research by giving some relevant

recommendations.
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