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In the cleaning
industry, the
Progressive
Wage Model
(PWM) applies
only to workers
employed by
licensed firms.
Companies that
directly employ
in-house
cleaners are not
required to be
licensed. These
cleaners can
thus be paid less
than the
minimum basic
monthly salary
specified by
the PWM.
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Progressive Wage Model v

minimum wage:

pathway where wages are pegged

The two policies need not be mutually
exclusive. Rather, they complement each other
as they serve different purposes.
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Jennifer Yao Chenyin

For The Straits Times

Q What arethe pros and cons of the
Progressive Wage Model (PWM)?
ASingapore is one of the few
developed countries without a
minimum wage policy. Inits stead
isthe Progressive Wage Model
(PWM), also termed “minimum
wage plus”.

According to the Ministry of
Manpower, the PWM “helps to
increase wages of workers through
upgrading skills and improving
productivity”. Wage ladders in
each sector mandate aminimum

The PWM s implementedin the

: cleaning, securityandlandscape
: sectors, Thereare tripartite

: committee plans toextend the

: PWMtoothersectorssuchasthe
: liftand escalator maintenance

: sectorinthe nextyear.

Given the Government's

 intention to expand “minimum

: wage plus”, why not consider a

: blanket minimum wage ontop of
¢ thePWM?

Choosing between the PWM and

: minimumwage s a false
: dichotomy. The two policiesneed

not be mutually exclusive. In fact,

§ they complement each other as
: they serve different purposes.

The PWM promises a career

* totraining and productivity
: improvements. This has obvious
¢ merit.

: SLOWIMPLEMENTATION AND
. : UNEVEN COVERAGE

: basicmonthly salary tied to thejob

: responsibilitiesassigned to the
¢ workeraswellasthe training

: received by the worker.

¢ However, the PWM hastwo main
: shortcomings - coverage and

: speedofimplementation - which
: aminimum wage policy can help
: toaddress.

First, on coverage, the PWM s

* sector-specificand appliesto

: three sectors representing 15 per

: centof workersin the bottom

: quintile of the wage distribution.

: Inother words, 85 per cent of

- workersin the bottom quintile are
: not covered by the PWM.

Evenwithina covered sector,

: notalllow-wage workersare

: under the PWMas complianceis

: enforced through measures such
: aslicensing. For example, in the

© cleaning industry, the PWM

: appliesonly to workers employed
© bylicensed firms in outsourced

* cleaningjobs. Firms that directly

. employin-house cleanersarenot

: requiredto be licensed. These

: cleaners can thus be paid less than
: the minimum basic monthlysalary :
spec1ﬁedbythePWM

Aminimum wage will helpto

ensure that workers who fall
: through the cracks of the PWMare
: paidaliving wage.

Second, the implementation of

: the PWM hasbeen slow, possibly
© becausereaching acollective

: decisionrequires extensive

: communicationamong

: stakeholders. The PWMwas
 introducedin June 2012;almost

: nineyearslater, only 85,000

: workersare currently coveredbyit. :

There are plans to expand the

| PWMto the food servicesand
¢ retail sectors, which will cover an
: additional 80,000 workers.

The problem? The roll-outis

: projected to take two to three

: years. Incontrast to the protracted
: roll-out of the PWM, a minimum

: wage can be introduced fairly

: quickly. Determininga single

: minimum wage level shouldbe

* more straightforward than
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Why not both?

:constructing multiple wage
¢ ladders for eachsector. Moreover,
Sa minimum wage would be

ad:ninistrative]y less costly.

OBJECTIONS TOMINIMUM WAGE

: Sowhytheresistance againsta
: minimumwage? One reasonis the
: fearthatintroducing it will lead to
¢ retrenchment - workers going

: from low wage to no wage.

¢ Thisisthe prediction ofa classic :
: demand-and-supplymodelina
¢ perfectly competitive market,

: where buyersandsellersare so
: numerous that every buyer and

every seller isaprice-taker.
Inmany low-wage sectors,

¢ workers (orsellers of labour) are
: indeed numerous and have no

: power to set wages (the price of

- labour). The pool of low-wage

¢ workersis augmented by foreign

workers.
But in many sectors - not just

© low-wage sectors - employers (or
: buyers oflabour) have the power
: toset wages. One source of

: employer power is market

: concentration;a highly

: concentrated market is onewith

: relativelyfew employers. But even
¢ inmarkets withmany employers,

i employer power may exist due to
. labour market frictions, for

: example, workers may have

¢ limited information about other

: jobopportunities.

Howarewages set?
The marginal productivity

: theory says thata worker’s wage
: shouldbe setatalevel that

¢ matches the additional revenue
: thatcanbe earned from hiring

. thatworker.

Butinlabour markets with

: employer power, wages may not
 reflectworkers' productivity.

Theimbalance in bargaining
power between employers and

: workersimplies that there isarole
: forthe Government. Introducinga
: wage floor - either through the

i PWM oraminimum wage - will

: nudge wagesupwards tomore

i closelyreflect workers'

- productivity. Aslongasthe

: employer’srevenue from hiringa

. worker exceeds the wage, the

i employer will continue hiring

. theworker,

Inshort, awage floor will

: increase wages without
i necessarily increasing
: unemployment.

Butraising wages is likely to

_ ¢ resultin employers passing on
 atleastpartof the costto

. consumers. The next question

' ¢ thenis,are Singaporeansready

© topaymorefor goodsand services
i toboost the wages of low-wage

: workers?

The coronavirus pandemic has

i changed many people’s

: perceptions of low-wage workers,
: many of whom were classified as
: “essential workers” during the

© circuit breaker. A Straits Times

: survey last June indicated that

© eightin10 Singaporeansare

: willingto payup to 20 per cent

: more for essential services

¢ suchas cleaning or security

: ifthe extraamount goes directly
* tothe workers.

Wedonot have to choose

: betweenthe PWMand minimum
: wage. The PWM's multi-pronged,
: multi-tieredapproach may be

© “minimum wage plus”, but it is

. neither aminimum wage nora

¢ plus for the many low-wage

: workersnot covered by the

i PWM. Ablanket minimum wage

: canpotentiallyuplift these

: workers.

Essentially, the PWMand

: minimum wage can complement
: eachother - like kayatoast and
. soft-boiled eggs.
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