Pursuant to RA 6727 and NWPC Guidelines No. 02, Series of 2012, the following .

Republic of the Philippines
Department of Labor and Employment
National Wages and Productivity Commissicn

REGIONAL TRIPARTITE WAGES AND PRODUCTIVITY BOARD

Region Ill-Central Luzon

ADVISORY NO. RTWPB llI- 01
Series of 2013

ADVISORY ON THE IMPLEMENTATION OF
PRODUCTIVITY- BASED INCENTIVE SCHEME

advisory guidelines are hereby adopted for the implementation of Productivity-Based
Incentive Scheme (PBIS) in Region Il

Section 1.

Section 2.

Rationale.

The Productivity-Based Incentive Scheme (PBIS) is a formal mechanism to
encourage commitment to productivity improvement and to share the gains
therefrom. It is a result of an agreement between labor and management

that is flexible, negotiable, and voluntary in nature. The application of the
PBIS is at the enterprise level.

Once labor and management decides to adopt the scheme, they will
develop a productivity improvement incentive and gainsharing program
specifying the performance criteria, targets, measurements, sharing ratio
and frequency of the distribution of incentives.

The following activities were undertaken in crafting this Advisory:

a) Gathering data from the publications of government agencies, such as
the National Economic and Development Authority, the Department of
Trade and Industry, Department of Labor and Employment to establish
the Region’s economic performance and to identify and profile the
priority industries of the Region The identification of priority industries
was based on the industry’s contribution to gross regional output, labor
productivity, employment generation and other parameters; and

b) Conducting series of consultations from June to September 2013 to
inform industry players and stakeholders in the seven (7) provinces of
Central Luzon on the new wage policy, i.e. the two-tiered wage system;
and to generate information and ideas on how to craft the advisory
based on existing practices of participating establishments. A survey
questionnaire was designed and disseminated during the consultations
to facilitate input generation from various stakeholders.

Definition of Terms and Concepts:

a. Board - refers to the Regional Tripartite Wages and Productivity Board-Ili
b. Commission - refers to the National Wages and Productivity Commission

¢. Advisory - refers to the guidelines issued by the Board to provide information as
inputs to enterprise-level discussions on productivity-based incentives schemes.
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d. Productivity-Based Incentive Scheme (PBIS) - refers to productivity pay

increases and bonuses given to workers based on agreement between workers
and management.

Section 3. Identification of Priority Industry
a. Regional Economic Performance

a.1 Economic Growth

a.1.1 The Central Luzon economy grew by 6.3 percent in 2012 from a gross
regional domestic product (GRDP) of P546.830 billion in 2011 to
P581.382 billion in 2012. This is within the official growth target of 6.0
percent to 7.0 percent for the period and can be attributed to the
accelerated growth in the industry sector, which accounted for about 42
percent, and the service sector which shared about 41 percent of the
Region’s GRDP in 2012. The Region grew at the average of 7.8 percent
for the period 2009-2012. (Table 1 and Table 1.a).

a.1.2 The growth in the Industry Sector was contributed by Manufacturing,
which accounted for about 33 percent of the Region’s output in 2012.
The Service Sector's growth was significantly shared by Transport,
Storage & Communication and Trade, & Repair of Motor Vehicles,
Motorcycles, Personal & Household Goods. (Table 1.b).

a.2 Labor Force

a.2.1 Labor force participation rate in the region rose from 60.5 percent in 2009
to 61.7 percent in 2012 or by 1.2 percent for the period under review.
The stock of the region’s labor force was estimated at 4.188 million in
2011, higher by 2.8 percent than the 2010 level of 4.073 million but
lower than the 2012 level of 4.261 million. Employment in the region
expanded from its level of 2.592 million in 2009 to 3.877 million in
2012. Employment Rate during the period averaged 0.2 percent.
Unemployment Rate in the Region was 9.2 percent in 2009 and 9.0
percent in 2012. Underemployment Rate was 7.8 percent in 2009 and
rose to 13.0 percent in 2012. (Table 2)

a.2.2 Of the total employed in the Region in 2011, the Manufacturing Industry
employed 28.5 percent; Wholesale and Retail Trade, Repair and Motor

Vehicle employed 27.0 percent; and Accommodation and Food Service
employed 11.0 percent. (Table 3).

a.3 Other Major Socio-economic Developments in the Region

a.3.1. Central Luzon recorded an investment of P192.2 Billion in 2011, which is
more than double the 2010 performance at P69.9 Billion. In 2012,
however, investment was recorded at P88.7 Billion. (Table 4).

Central Luzon Development Plan stated that Region Il is a destination
for investments in business process outsourcing. Subic, Clark, as well
as urban centers like the City of San Fernando in Pampanga and

Malolos City in Bulacan have become the hub of call centers and
software development outlets.

The Region envisions to become a sustainable and caring global
gateway through private-public partnership and growth for all. To attain
/ﬁ/ the vision, Central Luzon adopted the Enhanced “W~ Growth Corridor
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spatial strategy. Although maintaining the original “W”, the enhanced
version recognizes the potentials and opportunities of Aurora. It is
enhanced in the sense that the spatial strategy indicates importance of
effective rural-link as a vehicle for “inclusive growth”.

The “W” Growth Corridor defines Central Luzon key investment areas. It
is a strategic approach in promoting Central Luzon as an investment
destination. It comprises Central Luzon key investment areas for
tourism, industry and agriculture. These areas represent the growth

municipalities of the region, which when plotted on a map form the
shape of a "W".

The government spending on vital infrastructures in Central Luzon,
particularly on roads and highways will continue to stimulate private
investments and strengthen the regional economy. Moreover, the
government allotment for repair and rehabilitation of major
infrastructures in the region is a big factor to hasten economic activities
and at the same time attract more investors.

The local tourism industry will further accelerate in 2013 through the
operation of the Clark International Airport which will bring in more local
and foreign tourists. The region has become a preferred tourism
destination because of its first class facilities and services such as good

hotels, fine restaurants, beautiful beaches and resorts, modern shopping
centers and communication services. ;

b. Priority or Growth Industries

The Manufacturing Industry, Wholesale and Retail Trade, Repair and Motor Vehicles
and Motorcycles, and Accommodation and Food Service activities are the main
employment generators in the region. They employed a total of 307,687 persons or
66.41 percent of the Region’s Total Employment in 2011. (Table 3).

Manufacturing includes the top five export industries in 2011, namely: Electronics;
Machinery, Transport Equipment, Apparatus and Parts; Garments and Textiles:
Metal Manufactures; and Industrial Manufactures. Most of the sectors under the
manufacturing industry (electronics, shipbuilding, wearables, garments, homestyle

products, motor vehicles parts/components) are among the priority sectors in th
Philippine Development Plan for 2011-2016.

Among the industry groups, wholesale and retail trade, repair and motor vehicles
and motor cycles recorded the highest number of establishments with 40,139 or 48.1

percent of the total, followed by manufacturing with 11,717 establishments or 14.0
percent. [NSO Survey of Establishments). :

b.1 Economic Performance

b.1.1 From 2009 to 2012, the manufacturing industry’s output grew at an
annual average of 16.0 percent, from P128.079 Billion in 2009 to
P187.735 Billion in 2012. It accounted for 33.4 percent of the region’s

output and the top export generator in 2012. (Table 3.a). The
impressive economic performance of the manufacturing industry in the
region was due to timely implementation of appropriate policies,

availability of technical skills and innovations.
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C.

b.2

b.3

Qutlook

c.1.

Wholesale and retail trade; repair and motor vehicles and motorcycles
contributed about 10-percent of the Region’s gross domestic product
and grew at an average rate of 7.0 percent between the period 2009-

2012. In 2012 the industry registered a growth of 8.5 percent. (Table
3.a).

Employment

b.2.1

Employment in the Manufacturing Industry increased from 399
thousand workers in 2009, to 417 thousand workers in 2011.
Employment in the industry remains a big challenge in the region. The
generation of more decent, productive and high quality employment
that provides adequate income for the workers in Central Luzon
remains to be a major challenge in the last five (5) years due to
increasing unemployment and underemployment. (Table 3.a)

Wages and Productivity

b.3.1. Labor Productivity of the Manufacturing Industry at constant 2000

prices grew at the rate of 16.4 percent from 2010 to 2011. (Table
3.a). The industry’s Labor Productivity grew at an average of

18.5 percent annually based on current prices. (Table 3).This
growth is attributed to technological and organizational change,
resource " allocation, domestic innovative effect, as well as
development of physical and social infrastructure.

b.3.2 Meanwhile, minimum wage in the Manufacturing Industry grew by

11.2 percent from P302.00 in 2008 to P336.00 in 2012 and by an
average of 3.0 percent during the last 5 years. (Table ).

In Retail and Service, the minimum wage increased by 11.7 percent
from P291.00 in 2008 to P325.00 in 2012.

Industry Outlook

c.1.1 The Central Luzon Development Plan projected an increase in GRDP

c.1.2

by 6-7 percent for the year 2013. Manufacturing industry; Wholesale

- and retail trade, repair and motor vehicles and motor cycles; and
accommodation and food service activities industry are expected to
contribute significantly to the projected increase.

Provincial consultations conducted by the Board revealed that most
establishments engaged in manufacturing are already giving and
practicing various forms of Productivity-Based Incentive Scheme. On

the other hand, only a few of the establishments in Retail and Service
practice the scheme.

Some of the existing practices shared during the consuitations
include cash and/or non-cash incentives, such as groceries, food
allowance, and free or subsidized food.
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Section 4. Recommendation

This Advisory is being issued to guide enterprises that may want to initiate
Productivity-Based Incentive Schemes. The Board encourages workers and
management to study the background information i.e. industry situationer and
outlook and evaluate and assess their respective positions that will be presented
during bi — partite sessions. Once an agreement has been reached, the bi — partite
team will jointly develop and implement a productivity incentives program. In this
connection, enterprises are being encouraged to:

a) Create or tap existing labor-management structures/committees to design
.and implement a productivity incentives program indicating coverage,
performance or standards and targets, productivity program, sharing
scheme and frequency of sharing, among others; and

b) Forge a commitment to work improvement processes such as adoption of
new technologies and innovation, with management spearheading the

productivity drive, and workers supporting improvements in work processes
as a way to sustain productivity.

Section 5. Technical Support

The Regional Tripartite Wages and Productivity Board shall provide

capacity building and consulting services, especially to micro, small and

medium enterprises in designing quality and productivity improvement

programs and gainsharing schemes through:

a) Productivity training programs such as the 5S or Good Housekeeping;
ISTIV modules for manufacturing enterprises; Service Quality for
service establishments; and Green Productivity; and

b) Work Improvement Méasurement Studies (Time and Motion Studies).

Section 6. Effectivity
This Advisory shall take effect immediately.

02 December 2013, City of San Fernando, Pampanga.

R%\‘ L. L e L‘\.
FLORDELIZA MARIA REYES RAYEL

Board Member
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SEVERINO C. SANTOS mTH P. ANGELES

Vice-Chairperson Vice-Chairperson
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RAYMUNDO G. AGRAV
Chairman
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