Understanding EPF SOCSO EIS: What Employers in
Malaysia Need to Know

What Are EPF, SOCSO and EIS?

If you are hiring employees in Malaysia, you will quickly encounter three acronyms: EPF, SOCSO
and EIS. They represent the country's main social security and savings framework. The
Employees Provident Fund (EPF) is a retirement savings scheme. The Social Security
Organisation (SOCSO) covers work-related injuries, disabilities and certain health
contingencies. The Employment Insurance System (EIS) is a separate programme under
SOCSO that provides income support and re-employment services to workers who lose their
jobs.

Together, these three form the statutory contribution system that every employer in Malaysia
must comply with. Understanding how EPF SOCSO EIS works is not just about ticking a
compliance box. It affects payroll, employee benefits and the overall cost of hiring. For
companies expanding into Malaysia, getting this right from day one avoids penalties and keeps
the workforce protected.

Breaking Down Each Component

EPF, Retirement Savings

The EPF is a mandatory savings scheme for all employees in Malaysia, both local and foreign.
Both the employer and employee contribute a percentage of the employee's monthly salary.
The employer deducts the employee's share from the salary and adds their own portion, then
remits the total to EPF. The current contribution rates are set by the government and can
change. For most employees, the employer contributes a certain percentage and the employee
contributes a matching or slightly different percentage.

The key point for employers is that contributions must be made monthly and on time. Late
payments attract penalties. The EPF account is portable: when an employee changes jobs, the
account moves with them. For expatriates, the rules differ slightly, and they may withdraw the
full amount when leaving Malaysia permanently.

SOCSO, Social Security

SOCSO covers employment injury, invalidity and certain health conditions not related to work. It
has two schemes: the Employment Injury Scheme and the Invalidity Scheme. Contributions are
paid by the employer only for the Employment Injury Scheme, while both employer and



employee contribute to the Invalidity Scheme. The rates are set by law and are generally lower
than EPF contributions.

Coverage applies to all employees earning below a certain monthly threshold, though some
categories like domestic workers have different rules. SOCSO provides medical benefits,
temporary or permanent disability benefits, and survivor benefits. For employers, registering
with SOCSO and making timely contributions is mandatory. Failure to do so can result in fines
or legal action.

EIS, Employment Insurance

The Employment Insurance System (EIS) is a targeted programme that helps employees who
lose their jobs. It provides a temporary income allowance, job search assistance and re-
employment training. Both the employer and employee contribute a small percentage of the
employee's salary, capped at a certain amount. The rates are lower than EPF or SOCSO
contributions.

EIS covers employees who have been working for a certain period and who lose their job
through no fault of their own. It does not cover resignations, voluntary exits or dismissals for
misconduct. The programme aims to cushion the financial impact of job loss and help workers
find new employment quickly. For employers, the contribution is mandatory and must be
remitted alongside EPF and SOCSO contributions.

How EPF SOCSO EIS Work Together in Practice

For an employer in Malaysia, the process of managing EPF SOCSO EIS contributions is largely
integrated. The contributions are calculated based on the employee's monthly salary and are
deducted at source. The employer then submits the total amount to the respective agencies,
usually through an online portal. Most payroll software or outsourcing providers handle the
calculations and submissions automatically.

The Malaysia employee registration process for each scheme is separate but connected. When

you hire a new employee, you must register them with EPF, SOCSO and EIS. This typically
happens through the respective online portals. The registration must be done within a specific
timeframe after the employee starts work. For foreign workers, additional steps like the foreign
worker levy apply.

Once registered, the employer must make monthly contributions. The deadlines are strict:
contributions are due by the 15th of the following month for EPF and by the end of the month
for SOCSO and EIS. Late payments incur penalties that can add up quickly. Some employers
choose to outsource payroll and statutory compliance to an employer of record (EOR) or a
business process outsourcing (BPO) provider to avoid these risks.


https://summitnext.com/employer-of-record-malaysia/

What Employers Must Watch Out For

Compliance with EPF SOCSO EIS is not optional. The Malaysian government actively enforces
these laws. Common pitfalls include misclassifying employees as independent contractors to
avoid contributions, failing to register new hires promptly, and miscalculating contribution
amounts. Each mistake can lead to fines, back payments and legal disputes.

Another area of confusion is the treatment of foreign workers. Foreign workers earning above
a certain threshold may be exempt from EPF contributions, but they are still covered by SOCSO
and EIS. The rules vary by nationality and visa type. The foreign worker levy is an additional
cost that applies to certain categories of expatriate employees. Employers must check the
current regulations regularly, as changes occur.

For companies that hire employees in Malaysia without setting up a local entity, using an
employer of record (EOR) simplifies the process. The EOR becomes the legal employer for
compliance purposes, handling all statutory contributions, payroll and HR administration. This
is especially useful for foreign companies that want to test the market or have a small team in
Malaysia.

Why It Matters for Your Business

Understanding EPF SOCSO EIS is essential for budgeting and planning. The total employer cost
for these contributions can be significant, especially when combined with other statutory costs
like the foreign worker levy. By knowing the rates and rules, you can forecast your payroll
expenses accurately.

Proper compliance also protects your employees. They receive retirement savings, medical
coverage and unemployment insurance. This builds trust and reduces turnover. In a
competitive labour market, offering a compliant and well-managed benefits package can be a
differentiator.

Moreover, regulatory scrutiny is increasing. The Malaysian government has been tightening
enforcement, especially for non-compliance with SOCSO and EIS. Audits and inspections are
becoming more common. Companies that ignore their obligations risk reputational damage
and operational disruptions.

The Malaysia employee registration process, when done correctly, sets the foundation for a
smooth employment relationship. It ensures that from day one, the employee is protected and
the employer is compliant. Whether you handle it internally or outsource, getting it right
matters.

Final Thoughts



EPF, SOCSO and EIS are not just administrative requirements. They form a social safety net
that benefits both employers and employees. For businesses entering Malaysia, understanding
how these schemes work is a basic part of doing business responsibly. The cost of getting it
wrong is higher than the cost of doing it right. Take the time to learn the rules, or partner with

someone who already knows them.



