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Progressive Wage Model 2.0: A step

closer to a more inclusive society

The latest expansion — covering an estimated
82 per cent of lower-wage employees — far
exceeds the scope of PWM 1.0. But this also
means higher costs for businesses and
consumers. Their buy-inis crucial.

Terence Ho

workers in the PWM sectors rose
: onaverage by a cumulative 31 per

For the Straits Times

i centbetween 2014 and 2019,
: compared witha21per cent
: increase at the median forall

Atthe National Day Rally on
Sunday, Prime Minister Lee Hsien
Loongannounced that the
Government would accept the
recommendations of the
Tripartite Workgroup on
Lower-Wage Workers. The

Progressive Wage Model (PWM)
to covermore than eightin10
lower-wage local workers.

What will this mean for
lower-wage workers, businesses
andsociety at large? Hereare
three key takeaways:

First, PWM 2.0 —asIcallthe
expanded initiative - willlargely
achieve whata minimum wage is
intendedto do.

Second, it will be challenging to
implement PWM as it was
originally envisaged.

Third, its success willrequire
broad stakeholder consensus on
transforming Singapore intoa
more inclusive society.

PWM1.0: ADDRESSING
‘CHEAP SOURCING'

The PWM, introduced in 2012, has
emerged asakeypronginthe
national strategy to raise wages. It
hadamuchnarrower aimat the
outset - to tackle the problem of
“cheap sourcing” in the cleaning
sector.

Cleaning companies would
submitlow bids to win contracts
and then rehire existing cleaners
atlower wages. This kept cleaners’
wages stagnant for many years in
the 2000s.

Initially voluntary, PWM
became mandatory foralllicensed
cleaning firms from September
2015. The scheme was later
widened to include the security
andlandscaping sectors, which
were similarly prone to “cheap
sourcing”,and more recently, the
lift and escalator maintenance
sector.

While the PWM canbe
consideredasectoral minimum
wage, it does not just seta wage
floor but also a wage ladder
corresponding to different levels
of skilland responsibility. The link
to skillsreflects the Government’s
intent to have wagesrise in line
with, andnot ahead of,
productivity.

The real median wages of local

: sectors. This was, toalarge

: extent, catch-up wage growth for
: these workers after years of

i stagnating pay.

: aboutatenth of the approximately
: 283,000workers in the bottom

: 20per cent ofthe wage
centrepiece is the expansion of the :
: the PWMand pace of

: implementation prompted calls for
: Singapore to enactastatutory

: minimum wage. Proponentsargue
: thatthiswould provide an

: immediate wage floor forall

: workers, complementing the PWM.

PWM 2.0: AMINIMUM WAGE
: BYANYOTHERNAME

i The Government's approach to

: helplower-wage workers hasbeen
: tobuild on Workfare and PWM

: instead.Itwasa lin

i March this year that PWM would

: beextended to cover up to

: 218,000 workers, including those

: from the waste management,

: retailand food services sectors.

: Amongther ining lo

i workersleftuncovered: a sizeable
: numberwho workas clerksand

i driversinmany different sectors.

: suitable regulatorylever to

: implement PWM in these sectors
i and occupations, especially where
: thereare no existing licensing

i requirementsand the Government
: isnotamajor service buyer.

i haveyetto develop

: tripartite-backed wage ladders,

: imposingawage floor - the local

¢ qualifying salary (LQS) - forall

: localworkers as a prerequisite for

: foreign workeraccessisapractical
: way forward.

i lower-wage employees will be
: coveredunder the PWM’s latest
: expansion.

i lower-wage workers,about

: two-thirdsworkin companies

: eligible for the new Progressive
: Wage Mark, which the public

However, PWM 1.0 covered only

distribution. The limited scope of

q

sector willrequire its suppliers to
: adopt.According to the Ministry of :

, this could raise

: P

i coverage of the PWM to 94 per
: cent, with the balance likely to
: benefit from spillover effects

: through market forces.

Theupshotis that the objective

The challenge has beento finda

Thelever that the tripartite

: workgroup settled onis a familiar
: one: foreign worker access. As

: many firms - micro enterprises

: excepted - hire foreign workers,
: thisprovides the Government

: withthe means ofimplementing
§ PWM widely.

Forsectors and occupations that

Itis estimated that 82 per cent of

Of the remaining 50,000

: ofa
i met.

wage willbe all but

Why not enacta minimum wage

i then?

While thereisno longera

i presumptionamong economists
: thatminimum wageslead to

: significantaggregate job losses,
: the employmentimpact on

vulnerable groups maybe

: stronger, depending on the wage

i levelset. In Singapore, there is still
asizeable number of less-educated :

: seniors whose employability may

: beaffected.

The high proportion of

: foreignersin the workforce poses
: another conundrum. Extending

: the minimum wage to foreign

: workers with much lower

: reservation wages would raise

i wage costs considerably - on the

: other hand, limiting the minimum
i wagetolocals would drivea

: further wedge between the cost of
i hiringlocals and foreigners.

While similar concerns apply to

: the PWM, the tripartite consensus
: (whereapplicable) among

: Government, employers and

: unions,along with customisation
: atthesector/occupation level,

: affordssome assurance against

: localjob losses.

For the remaining sectors and

i occupations, the LQS willbea

: modest de facto minimum wage

forallbut the smallest enterprises,

: and one that can be raised
: periodically.

NOT JUST AMATTER OF MONEY

: Thereisalsoanimportant

: philosophical dimension that sets
: thePWMapart, which is the

: emphasis onskillsand career

: progression pathways. Rather

: than espouse aneeds-based

: minimum income approach, the

i Government prefers tolink higher
: paytoimproved skillsand

i productivity.

Here, the lofty ideals of PWM

: must confront ground realities.
: Tying wage increments strictly to

productivity isnot always feasible,

: asscope for productivity

improvement may be constrained

insome jobroles or run into

diminishing returns over time.
This has beenrecognised by the

: tripartite workgroup. While the

: yearly increase in PWM wage

: floors benefits all workers at the
: base, moving up the wage rungs

: has proveddifficult for the many
: workers competing for limited

i supervisory positions.

Hence, while the PWM lays

: downan aspirational marker, its

: fullvision may not be easily

: realised. Fortunately, PWM 2.0

i doesnot operate alone. It builds on
: many years of thought and effort

: directed towards improving the

: livelihoods of lower-income

: Singaporeans. Interventions span
: upstream education and training,

: todownstreamsocial support and
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edistribution.

The labour market, of course,
laysa centralrole in the overall
cheme - the better the outcomes

downstream intervention.

In supporting lower-wage
workers, PWM is complemented
by Workfare, arguably the most
ignificant enhancement to

ingapore’s social security
rameworkin the past 20 years.

Workfare was motivated by
oncern that the “working poor”
wasastructural rather thana
yclical problem. This became
vident when the economyand
roader job market began to
improve from 2004 without a
oncurrentrise inreal wages for
helower-income.

Rather than try to insulate
ingaporeans from global
ompetition by protectingjobs or
nactinga minimum wage, the
Government soughtastructural
olution that would preventa
harp rise in applications for state
ssistance.

Implemented in2007, the
Workfare Income Supplement
‘WIS) tops up the wages and
Central Provident Fund savings of
hebottom 20 per cent of wage
arners aged 35 and above - now
o be extended to those aged
between 30 and 34, as announced
t the National Day Rally — while
he Workfare Skills Support
cheme provides additional
raining subsidies for lower-wage
workers.

Other labour market initiatives

: have worked in tandem with WIS
: and PWM toboost local wages.

: Since 2010, foreign workforce

: tightening measures have helped
: topushup wagesat the lowerend
i ofthe skillsandincome

: distribution.

The Wage Credit Scheme

: incentivised firms to give wage

: increments to employees, while

: the Inclusive Growth Programme

: provided funding support for

: company projects that raised

i wages along with productivity.In
¢ itsannual wage recommendations,
: the tripartite National Wages

: Council hasregularly specified

: proportionately higher wage

increments for lower-income

i workers.

With the wage disparity across

: occupations stillrelatively highin
: Singapore, more remains to be

: done. Effortsin training,

: productivity andjob redesign,

: along with calibration of the

: foreign worker inflow, must

i continuein parallel with PWM and
: WIS, if Singapore s to succeed in

improving wage outcomes for the
lower-income without

: jeopardising business
: competitiveness.

SOCIETY'S CONSENSUS NEEDED

¢ Successin this endeavour will

: require more than just manpower
: rulesandattendant policy levers.
: Higher wages willinmost

: instancesleadto higher costs,

: which businesses will pass on, at
¢ leastin part, to consumers.

While the impact can be

¢ mitigated by higher productivity
: andbetterservice,a

¢ whole-of-society consensusis

: needed on the value of amore

i equitable andinclusive society.

: Thiswillpermeate consumer

: decisions on spending, business
: decisions on hiring and people

i development,and government
: decisions thatbalance economic
: andsocial objectives.

PWM represents a uniquely

: Singaporean approach thataims to
: link higher wages to productivity
: growthandskillsacquisition.

: While some may prefer simpler

¢ solutions suchas ring-fencing

: certainjobs forlocals or

: implementinga flat minimum

: wage, there maybe value in the

: painstaking process of forging

: stakeholder consensus arounda

: sharedgoal - that of inclusive

: progress, the foundation for a fair
i and cohesive society.
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