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A
History of NWC 

1
When Singapore attained self-government in 1959, it faced conditions of high unemployment, low wage levels and an uncertain economic future. The urgent task of the government then was to create sufficient jobs for the thousands who were unemployed. The government decided that the best way to achieve this was through rapid industrialization. The wage structure then consisted of a basic wage, an annual increment that was given on a discretionary basis by companies and built into the salary scale, and a discretionary or negotiated year-end bonus. 

2
With Singapore’s separation from Malaysia in 1965, and the withdrawal of British forces from Singapore in 1968, industrialization took place on an accelerated scale. To create a conducive investment climate, the Industrial Relations Act and the Employment Act were amended in 1968. The Industrial Relations Act was amended to put in place an orderly system of collective bargaining, conciliation and arbitration for the promotion of dispute settlement and industrial harmony. The Employment Act was amended to consolidate the minimum employment standards of all categories of workers and regulate, among other things, the provision of fringe benefits, including the payment of bonus. 

3
For the period 1967 to 1971, GDP growth averaged 13% while unemployment rate declined from 8.1% in 1967 to 4.8% in 1971. By 1970, the economy was operating under full employment. With a tightening labour market, firms began to offer higher wages to attract workers. There was concern then that labour shortage and the traditional “free for all” wage negotiations would, if left  unchecked, lead to wage explosion and more industrial disputes. This would discourage domestic and foreign investments and retard Singapore’s economic growth. On June 19, 1971, the Minister for Finance announced the Government’s intention to set up a tripartite wage forum to formulate national wage policies to ensure orderly wage increases in line with productivity so that the international competitiveness of Singapore’s industries would not be eroded. 

4
The NWC was consequently form as an advisory body to the government with the following terms of reference: 

a) to formulate annual guidelines on national wage policies to serve as a general basis for negotiations between employers and employees/trade unions;

b) to recommend necessary adjustments to wage structure with the view to facilitate business growth, reward workers for their effort and help strengthen Singapore’s long term competitiveness; and

c) to advise on the adoption of strategies and measures to promote labour market efficiency, higher productivity and human resource development. 

5 The primary objective of the NWC is to ensure orderly wage adjustments consistent with the development of a coherent wage structure and the promotion of  economic and social growth, bearing in mind the need to:

a) ensure that wages should increase in an orderly fashion so that real wages would not outstrip productivity increase;

b) ensure equitable distribution of the fruits of growth;

c) maintain cost competitiveness;

d) stimulate economic growth; and 

e) harmonise the interest of workers and employers.

B
Composition of the NWC

6
The NWC is a tripartite body consisting of representatives from government, trade unions, and employers, established as a negotiating body to recommend wage policies for the nation. It is supported by a part-time secretariat within the Ministry of Manpower.

7
The NWC is lateral, rather than hierarchical in nature, with all three parties represented on the council having equal say. Its chairman serves as a moderator, and all council members are equal in status. The chairman is selected on the basis of 2 criteria: that of neutrality with respect to the three parties and also, on the basis of acceptability to all three parties. Apart from the chairman, who is independent of the three parties, it consisted initially of nine council members with equal representation from the National Trades Union Congress (NTUC), the employers’ associations and the government. This number was increased to twelve in 1980 and to fifteen since 1981, with five representatives each from Government, union and employers.

8
While all members of the NWC are appointed by the Minister for Manpower, the representatives of employers and unions are independently determined by the respective organisations. In addition to the council members, alternate members were appointed by the three parties to sit, where necessary, as substitutes of respective council members when they are absent and to assist in providing information necessary for the formulation of wage recommendations. Alternate members are present at all meetings. The number of alternate members increased from 3 in 1979 to 14 recently, ie, 5 each from employers and trade unions and 4 from the government. 

9
The NWC is served by a secretary, who is an official of the Ministry of Manpower.  The secretary does not participate formally in the negotiations on recommendations, but provides administrative and logistic support in the conduct of the meetings, documenting proceedings and providing resource materials, including public feedback for deliberation by the Council.  

C
Principle Characteristics of the NWC

10
The principle characteristics of the NWC are as follows:

a) Consensual Recommendations
The NWC decision-making process is not by majority vote but by consensus. The principle of consensus prevents any group from imposing its will on others and lends moral weight to the guidelines. It enables the guidelines to be widely accepted and smoothly implemented. 

b) Confidential Deliberations
The NWC deliberations are kept within close doors. The debates, deliberations and compromises are kept within the Council.  Views and comments expressed are not attributed to individual Council members. Close-door sessions and non-attribution principles allow members to exchange views freely and adopt a give and take approach.  While deliberation is confidential, public views are sought through the media before the NWC convenes its meeting each year.

c) Non-mandatory Guidelines
The NWC wage guidelines are non-mandatory and do not have the force of law. The non-mandatory nature of the guidelines permits flexibility in negotiation of wage adjustments between the parties to cater to their peculiar circumstances. There is room for manoeuvring and parties may by mutual consent deviate from the whole or part of the guidelines for mutual benefits. Wage settlements can be reached easily since the NWC wage guidelines already provides a framework for negotiation between the management and workers/unions. 

D
Past Recommendations of NWC

11
The Singapore economy in the past 3 decades went through 4 particularly noteworthy periods. The first was between 1973 and 1974, which witnessed the oil crisis and the consequential high inflation. The second was between 1979 and 1981 when Singapore went through economic restructuring and a deliberate high wage policy was introduced. The third was the economic recession of 1985-1986 caused by regional recession and a decline in external demand.  And the 4th, i.e.1997-1998, saw a regional economic slowdown due to the Asian financial crisis, followed by a sharp rebound in 1999-2000 and the current downturn.

12
In relation to the economic situations in Singapore, the NWC wage recommendations could be grouped into 4 phases: 

a) Moderate Wage Increase, 1972-78

b) High Wage Increase, 1979-84

c) Wage Restraint, 1985-87

d) Qualitative Wage Increase, 1988 to present

a) Moderate Wage Increase
The basic consideration in the early years of the NWC was to achieve an orderly and steady increase in wages to maintain economic growth. The recommended wage increases were moderate, generally between 6% and 9% except for 1974 when higher wage increase was recommended due to the oil-crisis and high inflation.. 


Between the period of 1972 and 1978, earnings grew at an annualised rate of 9.6%. Moderate wage increases were recommended in 1975-1978, partly in response to slower growth as the economy recovered from the recessionary impact of the oil shock and partly to preserve Singapore’s competitive edge. 

b) High Wage Increase
Rapid expansion in employment that followed the economic recovery in

1976 led to labour shortages and low productivity growth. In 1979, the NWC decided to adopt a 3-year wage correction policy that would encourage more efficient use of scarce manpower through mechanisation and automation. It would also facilitate the Government’s policy of restructuring the economy into higher value-added and better skilled activities. High wage increases were recommended for 1979 to 1981 together with recommendations to raise the CPF contribution rates for both employers and employees. For these 3 years, the NWC adopted a wage increase formula which includes a dollar quantum plus percentage (eg. $33 + 6%). To enhance productivity and encourage wage increases to be given on the basis of an individual’s performance and contribution, the NWC recommended a 2-tier wage increase guideline for 1980 and 1981. 

During the 1st of the 3-year wage correction policy, the NWC also recommended the setting up of a Skills Development Fund (SDF) to promote skills upgrading and mechanisation/ automation.     

1982 saw the end of the 3-year wage correction policy launched in 1979. However, high wage increases continued despite more moderate wage increase recommendations made by NWC due to the shortage of labour. 

c) Wage Restraint & the Birth of the Flexible Wage System
The NWC had in 1985 recommended a moderate wage increase guideline

of 3-7% with full offsetting on a group basis. However the economy experienced a sudden deterioration in the second half of 1985. The recession, as stated earlier, was a result of factors such as the fall in international and regional demand, and the high cost of doing business in Singapore, due in part to high wage costs (including 25% CPF contributions by both employers and employees). 

To speed up economic recovery, one of the steps taken by the government was to impose a 15% cut in employers’ contribution to the Central Provident Fund (CPF).  On its part, the NWC recommended severe wage restraint to help companies regain cost competitiveness. The wage restraint policy continued into 1987 helping the economy to recover. 

The idea of a flexible wage system was conceived during this period, intended to help employers adjust wage cost during sudden and sharp business downturn to regain competitiveness. Having identified the rigidities in existing wage systems, the NWC, in 1986, proposed the implementation of a flexible wage system within 5 years based on the following: 

· A basic wage to reflect the value of the job and provide a measure of stability to the worker’s income;

· An annual wage supplement of 1 month’s basic wage which may be adjusted under exceptional circumstances;

· A variable wage component, the size of which would depend on company’s profitability and/ or productivity;

· A small service increment in recognition of worker’s length of service, loyalty and experience; and

· A reasonable salary range of 1.5 times between the maximum and minimum salary.

Today, more than 80% of the companies in Singapore have implemented

the flexible wage system. The variable component, inclusive of annual wage supplement of 1 month’s salary, currently comprises about 17% of total wages.

d) Qualitative Wage Increase and the Implementation of the Monthly Variable Component
After 2 years of wage restraint and in view of the full recovery of the economy, NWC guidelines were set with the following objectives since 1988:

· to move the economy in an orderly manner from a wage restraint regime to one accommodating wage increases in line with economic and productivity growth and a tightening labour market;

· to ensure that Singapore remains internationally competitive; 

· to accelerate wage reform implementation so that wage increases are more closely linked to the performance of the economy, company and individual; and

· to allow more flexibility in wage negotiations to take account of labour market conditions and to help the economy restructure towards higher value-added and higher skilled industries. 

With the emphasis on flexible wage system, NWC recommendations became qualitative in nature. Employers were urged to pay wage increase in the form of a variable bonus linked to the company and individual performance. 

To further enhance the flexibility of our wage system, the Council has since 1999 recommended that a monthly variable component (MVC) be incorporated into the wage structure. Companies were encouraged to set aside up to 10% of employee’s monthly wages to form MVC which could be cut in times of a sudden business downturn. With the MVC in place, companies would be able to adjust wage costs more responsively to regain competitiveness, remain viable and save jobs for employees in times of sudden business downturn. The long-term wage structure is recommended to be 70:20:10, 70% being basic wage, 20%, annual variable payment, and 10%, monthly variable component. Since 1998 when MVC was recommended for implementation, some 30% of unionised companies (about 1000) are reported to have implemented some form of MVC.

E       
NWC Helps to Promote Industrial Harmony

13
Orderly wage adjustments, based on the yearly NWC wage guidelines, had led to a sharp decline in the number of wage disputes. The number of industrial strikes also dropped since the 70s. The flexibility of the guidelines allows for wage settlements to take into consideration the changing business circumstances faced by companies. The NWC guidelines have also helped in ensuring that wage increases are closely linked to economic performance, productivity improvement and that wage increases will not undermine Singapore’s competitiveness.  As wage increases could be rationally negotiated between trade unions and employers and could be amicably resolved through conciliation and arbitration, the NWC guidelines have helped to bring about a harmonious industrial relations climate in Singapore and the strike free environment in the last 3 decades.

F  
Conclusion - Relevance and FutureRole of the National Wages Council

14
In October 2001, the government appointed the Economic Review Committee (ERC) to fundamentally review our development strategy and formulate a blueprint to restructure the economy. 7 sub-committees were set up to review specific issues in greater detail, seek views from the public and formulate recommendations for the Government’s consideration. Under the Sub-committee on policies related to taxation, the Central Provident Fund, wages and land, several work groups were formed. The Work Group on Wages, which has representation from the union, employer groups and the government, also reviewed the role and continued relevance of the NWC.  

15
The NWC is an important institutional infrastructure in Singapore. Its contribution to industrial stability cannot be overstated. Not only has it helped to bring about industrial stability in the labour market, it has also been the means by which the nation has been motivated to adopt changes necessary for the survival of our economy, such as economic restructuring and wage restraint and now flexi-wage. NWC is indeed a valuable institution, which has taken many years to build up. It is in fact a key Singaporean institution that has made it possible for Singapore to develop to where it is today. 

16
Given the importance of the NWC, and the significant contributions it has made to the promotion of industrial peace, orderly wage increase and social and economic growth in Singapore, the NWC would continue to retain its fundamental structure and nature with some refinements made to its roles and activities. For example, the Council could convene twice a year to review its guidelines issued earlier to ensure their continued relevance. The Council could also appoint working groups to look into industrial relations or employment-related issues such as retrenchment or labour laws review. Lastly, the NWC with the support of the Manpower Research & Statistics Department under the Ministry of Manpower, could provide timely and useful labour market information and international comparisons on wages and other relevant information to the public. This will help employers, HR/IR practitioners and trade union leaders to be better informed of wage trends and other HR practices in Singapore and elsewhere, to enhance their capabilities in the management and development of human resources. 






















PAGE  
1

