
1

Strengthening the 

productivity-wage link 

for balanced growth

Malte Luebker, Senior Regional Wage Specialist
ILO Regional Office for Asia and the Pacific, Bangkok

Email: luebker@ilo.org

Consultation Workshop ASEAN Community 2015:
Managing integration for better jobs and shared prosperity

Bangkok, 5-6 November 2013

Translating welfare gains from AEC 

into shared prosperity

• AEC-2015 holds promise for sustained growth, 

shared prosperity and social progress.

– Model results show positive impact of regional 

integration on GDP and labour productivity.

– Enterprises will benefit from regional mobility 

and access to 600 million consumers.

– One link from growth to shared prosperity and 

social progress runs through sustainable wage 

growth that is aligned with productivity gains.
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Wages matter for ordinary people

• Wage employment links 

people to the economy:

– Globally, half of all workers 

now earn a wage.

– In ASEAN countries, the 

share of paid employees 

has either risen or 

remained high.

• Wages need to be paid 

by employers – hence 

the need for productivity. 

Share of paid employees in 

total employment, in %

* Refers to prior year.

Source: ILO, Key Indicators of the Labour Market.

 2011 Trend 

Brunei Darussalam 94.9* .. 

Cambodia 31.4 ↑ 

Indonesia 39.4 ↑ 

Lao PDR 15.6 .. 

Malaysia 74.3* → 

Myanmar - .. 

Philippines 55.2 ↑ 

Singapore 85.0 → 

Thailand 44.0 ↑ 

Viet Nam 34.6  ↑ 
 

Productivity growth is good for wages …

• Asian countries 

with faster 

productivity 

growth achieve 

better wage 

outcomes.

• However, there 

is a large 

variation at 

similar rates of  

productivity 

growth.
Labour productivity
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Source: ILO, Global Wage Report 2012-13 (Geneva, 2012)

Growth of labour productivity and wages in Asia, 2008-11 (in % p.a.)
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… but wage growth often 

falls short of productivity gains.

• Global concerns 

about the  

weakening link 

between wages 

and productivity:

— “ … productivity gains 

no longer translate 

into broad rises in 

pay.” (Economist, 2 Nov. 2013)

• In ASEAN-7, wage 

growth often lags 

productivity gains.
Source: ILO Global Wage Database (Asia update 2013).

Over time, this leads to a widening gap 

between wages and productivity.

• Widening wage-

productivity gap is 

documented for 

many countries 

(China, Germany, 

United States).

• Similar gap in 

ASEAN-7 countries:

– Workers do not 

fully benefit from 

economic 

development.

Source: ILO Global Wage Database (Asia update 2013).
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Why strengthen the link between 

productivity and wages? 

• Economic theory supports concept of aligning 
real wage increases with productivity gains:

– Enterprises remain competitive: When wages 
grow in line with productivity, real unit labour
costs (wages relative to productivity) remain 
stable – and firms do not loose competitiveness.

– Workers benefit from growth: Wage growth is 
sustainable and gives workers a stake in rising 
prosperity, supporting domestic demand.

– National gains: Underpins a rising middle class, 
better living standards and consumption demand.

Instruments (1): Minimum wages 

• Most ASEAN countries

set minimum wages.

• Often controversial: 

– Employers face 

adjustment problems 

with sudden hikes.

– Workers find level 

insufficient to meet 

their basic needs.

• Strong tripartite institutions are needed to:

a) make minimum wage adjustments predictable; and

b) balance workers’ needs with economic constraints.
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Instruments (2): Collective bargaining 

• Still nascent in many ASEAN countries:

– Provides mechanism for Employers and Workers to 
link wage increments to productivity gains.

– Wage rates for skilled workers are best determined 
through direct negotiations between Employers and 
Workers (and not through minimum wages).

• Collective bargaining needs to be based on 
respect for International Labour Standards:

– Freedom of Association and Protection of the 
Right to Organise Convention, 1948 (No. 87).

– Right to Organise and Collective Bargaining 
Convention, 1949 (No. 98).

Instruments (3): Productivity schemes

• Some ASEAN countries have promoted a 
productivity-linked wage system (PLWS):

– Provides Employers with an incentive (e.g. tax 
treatment) to share productivity gains with 
Workers at the enterprise level. 

– Enterprises can use the PLWS to attract and retain 
a highly-skilled workforce.

• Malaysia’s PLWS combines two elements:

a) Fixed Component: Basic wage plus an annual 
increment to provide for income stability. 

b) Variable Component: Determined by productivity 
and performance of the individual or firm.
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Group Work

1. What role can wages play to ensure that ordinary 

people benefit from rising GDP – and that economic 

growth translates into shared prosperity and social 

progress? (GROUP 1, Main Meeting Room)

2. What can Workers, Employers and Governments in 

ASEAN countries do to increase labour productivity? 

(GROUP 2, Bangluang Room, 7th Floor)

3. Which institutions have proven successful in ASEAN 

countries to better align wage growth with gains in 

labour productivity? (GROUP 3, Bangsue, 7th Floor)


