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ABSTRACT

The purpose of this study is to explore the majotdrs of new labor pension scheme to the domeste&rprises’
management. We made questionnaires survey for 8B&tprises, to know their view about the new lapension
scheme, then we use principal component analysisastors analysis methods to find the key factormfluence the
enterprises management, the employee fringe bewdgfitbe reduced, but most of the employer andetnployee are
satisfied with the new labor pension reform.
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INTRODUCTION

New labor pension scheme is one of the major seatfhre reforms in Taiwan. The purpose for thiwme is to
protect the retirement income for the labor, anlgep the competitivity for the employer. In thiady, we explore the
impact of new labor pension scheme on the salheyldbor supply and demand, vocational training iandstment
among different industries and sizes of establisttraad their responding strategies

According to the present Labor Standards Law, sit@®4, the employer should prepare the retiremend f
2%-15% of their total salary according to a actuddemula set by the retirement regulations. We ttaé scheme’ the

old labor retirement scheme it was need to be amended, otherwise, most of thall sand medium enterprises
employees will be non-pensioner. Because, accordiriige old scheme , only the employees who hawdeudofor the
same employer for more than 25 years or 15 yeashr&5 years old, entitled to ask their employepdy them
retirement payment. But, unfortuneately, the aved#fg for Taiwanese small and medium enterprisesniy 13 years,
it is almost impossible for a employee to work flee same employer for more than 25 or 15 yearsteftre, the new
pension reform got the support from the employewel as the labor. The new Labor Retirement A& baen passed
in the Congresg the Legislative Yuan on June 10th, 2004. It was fully enforced since disk, 2004.

In order to know the impact of the new labor pensstheme on the burden of the management and the
relationship between the employer and the employsemade a questionnaire survey to know the ketpifador the
influence of new pension scheme.. We use main coemgs analysis and factor analysis method to dorésearch for
the improvement of the business management ancethiionship between the employer and the emplagewell as
for the labor policy review and suggestions.

LABOR RETIREMENT PENSION THEORIES

1. State limited liability theory

The State provides labor retirement pension schiegislation and supervises the successive execatidhe
legislation. The fund of pension scheme comes ftoenemployer and the employee. The State paysnpfbr the
pension fund but only income tax deduction foréheployer as well as the employee.
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2. manpower depreciation theory

The employer pays the price for the depreciatiomathines and all facilities for production. Thénysld also
pay the price for the depreciation of manpowertlfi@ir employees. The employee works for them flang time from
young to old, they will finally lose their abilityo earn their living, and become a retiree. The leygr should pay for
their losses as manpower depreciation compensation.
3. Deferred wage theory

The responsibility for the employer to pay theratient pension is because the pension just likeltleeto pay
wages for their workers. Retirement payment is pawages. The employer always tell their yoamployees not to
ask for wage increase, because the employer’ bufatetheir retirement payment is heavy. The empéofergave the
right to increase their wage, it is suitable fagrthto have retirement pension as not yet pay wages.
4. Incentive function theory

The retirement payment is an important part of tatantract between the employer and the employée. T
employer promised to pay their workers as one efititentive measures. Therefore, the retiremensipens the
contingent liability for the employer to pay foreih employees. The employer’ promise to pay thesjpen, let their
employees feel safe and happiness to stay with ¢énagployer. It saves the labor cost for job tranafed new employee
commencement training. It worth for the employep#y the retirement pension.
5. Labor-management cooperation theory

The employee asks for participation in the managemgtheir pension fund and voluntarily to payithgart for
the fund. Therefore, the employer and the empl@yege the burden of pension fund utilization risksey help each
other to overcome all kinds of difficulties to iease their retirement income, it is a good exangfldabor
-management cooperation.
6. Living maintain theory

Let their employees to maintain a suitable retinehiiecome is one of the enterprises’ social resjhdit®s. It is
not the only duty for the enterprises to pursueimarn profits, to improve the living standards fbeir employee and
their families as well as local communities ar@dleir unavoidable responsibilities.
7. Commercial expedience theory

This theory came from Japanese business managamecept. The employer’ willing to pay the retirerhen
pension for their employees is coming from a feglof their kindness and gratitude. It is to rew#rd long time
service for their employees. It is to depend oneimployer to decide whom and how much, they arkngito pay the
gratitude. They do not consider enough or notHeirtretirement living need.

DATA ANALYSIS METHOD

1. Principal Components Analysis
According to Pearson, K.,(1901) “On Lines and PsaofeClosest Fit to System of Points in Spaceg,ghncipal
components analysis is a method of dimensionaladiaduThe formation of new variance is the lineambination of
original variance. The maximum number of new var@nare equal to the number of original variance.
(Lu,Gin-Ho,2005
The explanation of principal components analysis
(1) From eigenvector we get reflective indicators.
(2) Put original data into the principal componeiotsnula, we get principal components scores.
(3) New variable variance is eigenvalue. The odditotal variance is equal to new total variandéeis sum of
eigenvalue.
(4) A loading is the association coefficients ofl @nd new variance. It indicates the influence mdinal total
variance toward new total variance. The heaviedilmameans the higher influence.
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The formula of principal components analysis
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Iij is the loading of | variance on i principal compats;W, is the weight of j variance on i principal
componentsﬂi is the eigenvalue of i principal componerss; is the standard deviation of j variance.

The heavier loading means the higher influence.eGgly, we take = 0.5ds a standard to accept or reject, in
order to give a name for new variance.
2. Factor Analysis

The purpose of factor analysis is to find the dtieee of research data. From a few factors to erpatluster of
mutual related variances.

The model of factor analysis as structure matrifolews:
X=u+Lf +e=X-u=Lf +¢
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The result of factor analysis model:
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QUESTIONNAIRE SURVEY: ANALYSIS AND RESULT

In order to know whether the enterprises fully imalthe new labor retirement scheme and how arie ldidgor
cost affected by the new law, we made a speciatouaire survey to the owner of enterprise sieregmployer.

We use Stratified Random Sampling from all entsgwiparticipated in labor insurance, we got 20&#ples,
according to different industry and different scale

We mailed the questionnaires to 20,000 sample giges on July 2, 2006, then we got 1849 the wvaditdrn
guestionnaires till August 20, 2006. We also triedncrease the return rate by on the spot quasiios survey, we
used labor insurance or labor law forums hold by @ouncil for Labor Affairs. We got another 972idaleturned
guestionnaires.
1. The Structure of Enterprises

From the total 2821 valid returned questionnaives, found 2410 from private enterprises, 85.4%; 11@dnf
public enterprises, 6.7%; 84 foreign enterprises,386t\f the questionnaires came from small entezgrisss than 99
employees , 1539 samples, or 54.6%; than large enterpiisesre than 200 employegs 614 samples or 21.8%; than
medium enterprisésl00-199 employees 557 samples, or 19.7%. Most of them from serviceistries , 1418 samples
or 50.3%; than manufacture industries, 1215 sample43.0%; than agriculture and quarry industrigss@mples or
0.7%. Most of them have been established more thayeadrs, 988 samples, or 35%; than more than 16 yewt less
than 20 years, 748 samples, or 26.5%; than aboeatsyless than 10 years, 487 samples or 17.3%jdbkarthan 5
years, 322 samples or 11.4%. According to the lonatinost of them from northern Taiwan, 1514 sampe$3.7%;
than from middle Taiwan, 485 samples, or 17.2%; tftam southern Taiwan, 478 samples, or 16.9%; tifiaom
eastern Taiwan, 39 samples, orl.4%. Only 417 sanqgplé4.8% have trade unions; only 345 samples dt% have
collective agreements.

The Journal of International Management Studiesyiva 5, Number 2, August, 2010 201



Table 1: Sample Enterprises Structure

| Samples | %

Type of Organization
Private Enterprise 2410 85.4
Public Enterprise 190 6.7
Foreign Enterprise_______ _________ 84 3 ]

Not available 137 4.8
Number of Employees
9 persons and less 313 11.1
10-29 persons 394 14
30-99 persons 832 29.5
100-199 persons 557 19.7
200-499 persons 353 12.5
500 personsabove __ __ __ __ _______ R 261 __ . 93 . __|

Not available 111 3.9
Industry of Sample Enterprises
Manufacture 993 35.2
Other Service 409 14.5
Wholesale and Retalil 224 7.9
Construction 179 6.3
Transportation 149 5.3
Bank and Insurance 139 4.9
Medical Care and Welfare Services 137 4.9
Science and Technological Service 93 3.3
Accomodation and Catering Services 72 2.6
Educational Services 58 2.1
GovernmentServices 58 2.1
Culture, Sport and Leisure Services 44 1.6
Not available 276 9.8
Estate and Leasing 35 1.2
Agriculture 15 0.5
Electricity, Gas and Water 43 1.5
Mining and Quarrying__ __ _ _ _ _____ N - T 02 ]
Not available 167 5.9
Years Since Established
Less than 5 322 11.4
5-10 487 17.3
10-20 748 26.5
above20 ___ . . 988______ [ B _ _ _ _]
Location of Enterprises
Northern Taiwan 826 29.3
Taipei City 688 24.4
Middle Taiwan 485 17.2
Southern Taiwan 381 13.5
Kaoshiung City 97 3.4
Eastern Taiwan ____ __ __________ I - R . 14 |
Not available 305 10.8
Total 2821 100

Table 2: Any Trade Union in the Company

Trade Union in the Company Samples %
Yes 417 14.8
No 2242 79.5
Not available 162 5.7
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Table 3: Any Collective Agreement

Binding Collective Agreement Samples %
Yes 345 12.2
No 2255 79.9
Not available 221 7.9

2. The old worker retirement scheme

Most of the enterprises (2585 samples, or 91.6%§ testablished employee retirement system accortding
Labor Standards Act. But, still 195 samples or 6d@8mnot have employee retirement system. 2347 sanqpl83.2%
have prepared retirement pension fund for their lepg@s. But, still 174 samples or 6.2% do not hast@ement
pension fund.

According to the Labor Standard Act, all enterggisdall allocate the workers’retirement reservedftemging
from 2% to 15% of its total monthly wage payments menth. The allocation rate for each business gatjpm shall
be formulated by the employer within the scopeatlmdve mentioned 2% to 15% of its total monthly wpggments
per month, taking into consideration of the follagifactors:

(1) The seniority of the workers.

(2) The wage structure.

(3) The labor turnover rate in the current fivergea

(4) The number of workers who will retire in thexhéve years.

(5) The retirement fund allocated according to thkes for the Safekeeping, Utilization and Disbunsat of
employees’ Retirement Fund for the Profit-Makingdtprises before the rule become applicable.

(6) The life insurance taken for workers before thie becomes applicable provided that the bepefjiiments of
which may definitely be used as a workers’ retiratreserve fund.

According to our survey, 873 samples or 37.2%, atlec 2% of its total monthly wage payments per maath
their workers’ retirement reserve fund; 802 sample34.2%, allocate 6%; 43 samples or 1.8% , allocdtedo.

102 samples or 22.1% enterprises will take life iaeae as a workers’ retirement scheme.

Totally, 1777 samples or 92.9% enterprises have theikers’ retirement scheme abide by the Labon®&ieads
Act; but, still 109 samples or 5.9% enterprises dbhave their workers’ retirement scheme.

Although most of enterprises already have theirkems’ retirement scheme, but, most of the workersndt
entitle to claim their retirement payment, becaaiseording to Labor Standards Act, a worker may yafign voluntary
retirement under either of the following conditions

(1) Where the worker attains the age of 55 andimaked for 15 years.
(2) Where the worker has worked for more than 2rye
(3) Where the worker attains the age of 60 andimaked for 10 years.

Most of the workers have not worked for the sameleyer for more than 10 years, because they chdrggmb
very often; At the same time, the average lifehef énterprises is only 13 years, Most of the warkan not work so
long to claim their retirement payment. This is teason why the above mentioned old retirementrsehghould be
reformed into new portable retirement scheme.

3. New worker retirement scheme and its’ impacbosiness management

New Pension Act was enacted on July2007, it began a portable workers’ retirement paymMost workers
welcome this new retirement payment scheme exdaft ewn enterprises workers, they prefer the oleme. They
do not intent to change job, their employer isdbgernment, They can get their retirement paymerata of 15% of
their monthly wage. But, according to the new l#éwey can get only 6% of their monthly wage. Theybield the
legislators, then the article 9 of the new law putgated “Within the period from the promulgationtbfs Act to one
day prior to the enforcement of this Act, employghall inquire their employees in writing with regpto their choices
between the pension mechanism under this Act aruider the Labor Standards Law. Those employe@shakie not
made a specific choice by the expiration of thespribed period shall remain to be subject to thesipm mechanism
under the Labor Standards Law as of the date afreaiment of this Act. Those employees who choosert@in to be
subject to the pension mechanism under the Lalardatds Law may choose to be subject to the pems@mhanism
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under this Act within five years therefrom. . Babost of the employer do not happy with the new. [Because under
the old scheme, they do not need to pay the wonkbsdo not follow him at least 15 years. It me#resy do not to
pay the retirement payment to over 80% of their wogkn the small and medium enterprises.

Now, they need to pay 100% of their workers th@estent payment at the rate of 6% of their monthhge.
According to our questionnaire survey, 69.3% of ¢éneployer feel their labor cost is increasing. Thanes 44.5%
employers trying to reduce the wage or reduce timeber of workers to save the labor cost.13% of thpleyers will
encourage their workers early retirement with lvetetirement payment. 66.8% employers will reduce tagular
employees; 34.9% employers will increase the disgatavorkers; 42.8% employers will increase part timoekers;
23.6% employers will increase fix term contract wark 57% employers will increase outsourcing. 12.3fpleyers
will reduce the elder workers, only 3.4% employeils wcrease elder workers.46.3% employers satisith whe new
workers retirement scheme, 24.4% employers do neeafe new scheme.

Table 4: The Impact of New Pension Scheme on BusseManagement

Very Disagree Disagree [No Comment Agree Very AgregNot availab;  Total
Increasing labor cost 2.7 10.8 12.9 47.7 21.6 4.4 00 1
Reduce Manpower 4.4 31.2 24.5 29.1 5.2 5.6, 10(
Encourage Early Retirg 11 40 25.1 15.4 2.8 5.8 | 100
Stop Wage Increase 7.1 27.9 19.6 29.6 10 5.9 100
Downsizing 5.4 26.2 24.7 31.1 6.4 6.1, 100
Reduce Wage 4.6 22.5 22.1 36.3 8.4 6.21 10(
Move Overseas 8.3 27 28.6 22.2 7.1 6.7! 100
Pay Pension by Past 3.4 13.9 39 32.6 3.9 73 | 100
Profits I
Loan to Pay Pension 6.5 20.1 37.5 13 2.1 20.8 100
Purchase Commercial ;
Pension to instead New 6 21 394 10 1.6 22 | 100
Pension Scheme i

CONCLUSION

New pension scheme began effective on July 1, 2@(fcomes a portable pension scheme better tiepolt
unportable and lump-sum payment scheme.

Most of the worker can get their pension from tladdr Insurance Bureau, the labor dispute cases@esasing.
The employer are willing to hire elder workers atgpical workers. It is increasing the job oppoities. But, the new
scheme did increasing the labor cost, thereforest mbthe employer reduce other benefits for thekewo In spite of
the above mentioned shortcomings, the new schemédan accepted by most of the employer, the eraplaynd
union officers.

REFERENCES

Babbie, E(1998), The Prdactice of Social ReseathHt8ition). Belmont, CA: Wadsworth Publishing Cceng.

Kaiser, H. F. & Rice, J.(1974), “ Little Jiffy Mark/< “ Educational and Psychological Measurement”.

Logue, D.E.(1979), “Legislative Influence on Corgier Pension Plan”, Washington D.C., American Emisednstitute for Public Policy Research.

Lu, Gin-ho (2005) , Applied Multivariate Techniques, Tsang Hai Putiligs.

McGill, D.M.(1979), “ Fundamentals of Private Pemsi4th Edition. lllinois, Richard D.Irwin Inc.

Raymond, L.(1987)" Validating and Applying User iStction as a Measure of MIS Success in Small @egdion,” Information and Management,
\Vol.12,pp.173-179.

204 The Journal of International Management Studiesyivi@ 5, Number 2, August, 2010



