Pursuing the next chapter in Malaysia’'s wage journey

onversations around economic
development typically focus on
how to grow the economy,often at
a macro level. Equally important
is how that growth translates into
the everyday lives of workers and
households sustainably. Looking at coun-
tries such as Australia, the Netherlands or
Denmark, it is apparent that the wage goes
beyond the number on the payslip.Salaries
are not simply higher. For these countries,
a reasonable income provides something
more valuable: the reassurance that life is
financially manageable with enough for
essentials, some discretionary spending,
a holiday, savings and meaningful social
protection.
with the upcoming Budget 2027, this is
a key perspective that deserves attention.
Malaysia's wage debate has rightly focused
on minimum wages, productivity, skills
development and moving talent up the
value chain.The conversation needs to be
broadened to what a developed country
wage should ultimately provide: a path-
way to financial security, the potential for
career progression,upward mobilityand a
more sustainable future.

Recognising what income

really delivers

Malaysia’s aspiration to become a high-in-

come,developed economy should ultimate-

ly benefit people’s everyday lives. A salary

can look adequate on paper and still feel

inadequate once housing, transport, food

and childcare are taken into account.
One often overlooked factor is time. For

many Malaysians, particularly those liv-
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ing farther away from major employment
centres, long commutes effectively reduce
the value of income.Two workers earning
the same salary can have a very different
quality of life, depending on the time and
cost required to access their jobs. Income
is therefore not about what people earn,
but also what they must sacrifice to earn it.

This is why the wage agenda cannot
sit solely within labour policy. Affordable
housing, efficient public transport systems,
urban mobility and thoughtful city plan-
ning need to be prioritised, as these factors
collectively influence how far an income
goes and how much time people have for
family, learning and personal well-being.

From minimum wage to
outcome-linked wage progression
The current Dasar Gaji Progresif has made
important progress in lifting the wage floor.
The minimum wage remains essential
protection against hardship,but it serves a
different purpose from a developed country
wage. While the former protects workers
from falling below a minimum standard
of living, the latter enables them to build
better lives through continuous progres-
sion — this is the real measure of success.
Can someone move from RM2,000 to
RM3,000,RM6,000 and eventually RM10,000

by acquiring new skills, taking on high-
er-value responsibilities, and transitioning
into better jobs? Whether it is a technician
aspiring to become a specialist, a worker
seeking opportunities in emerging indus-
tries, or a digital freelancer building spe-
cialised expertise, the pathway to higher
wages should be visible and achievable.
The objective should go beyond just rais-
ing the first rung of the ladder, to making
the entire wage ladder climbable.This ex-
tends the scope beyond the wage ladder.A
truly progressive wage system should also
comprise a skills ladder,a job ladder and a
productivity ladder. It is about linking ca-
pability progression to career progression,
and career progression to wage progression.
This requires sustained investment in edu-
cation, reskilling and lifelong learning, sup-
ported by stronger collaboration between
employers, universities and technical and
vocational education and training (TVET)
institutions to equip Malaysians with skills
that remain relevant in an increasingly
technology-driven economy.

Moving to higher-value jobs

The rise of artificial intelligence (AI) fur-
ther reinforces the need to rethink how the
country approaches wage progression. As

highlighted in PwC’s 2026 Global Al Jobs

Barometer,Al is not necessarily displacing
workers on a large scale, but it is reshaping
the mix of skills and capabilities required
in many occupations.The foundations for
this must be built early, through an educa-
tion system that nurtures critical thinking,
adaptability and lifelong learning. In an
Al-enabled environment, wage progression
can no longer be based primarily on tenure
or years of service. It must increasingly re-
flect an individual’s ability to acquire new
skills,adapt to changing job requirements,
and create value alongside emerging tech-
nologies. Future wage policies need to in-
centivise this.

National talent frameworks such as Bakat
Madani can help create pathways to higher
value roles and better opportunities by con-
necting employers,education institutions,
TVET providers and individuals through an
integrated ecosystem that supports lifelong
learning and career progression. Spurring
technological disruption into greater eco-
nomic mobility and social mobility, Budget
2027 can support this transition by linking
selected training, automation and invest-
ment incentives to clear commitments on
job quality, capability development and
sustainable wage progression.

Evolving with the rise of the
alternative workforce

We also need to recognise the evolving defi-
nition of work, with the growing trend of
Malaysians participating in the alternative
workforce through freelance work, pro-
ject-based engagements, digital platforms
and other flexible work arrangements.
While the flexibility,autonomy and income



opportunities offered by these models
are attractive, they may not always offer
paid leave, employer-funded retirement
contributions, healthcare protection, or
income security during periods when
work is unavailable.

This presents an important policy
consideration.As workforce participation
models become more diverse, the tradi-
tional view of capability development,
career mobility and social protection
must evolve accordingly. Workers should
be able to build skills, gain recognised cre-
dentials and progress into higher-value
opportunities regardless of the nature
of their employment.

Making tomorrow’s jobs

work harder

Wage adequacy should be measured not
only by what workers can afford today, but
by their ability to build long-term financial
security through sustainable retirement
savings and resilience against income
shocks, regardless of whether they are
permanently employed, or participating
in the alternative workforce. This is key
in an environment where retirement ade-
quacy is an ongoing concern, particularly
for workers with variable incomes despite
regular savings and Employees Provident
Fund (EPF) contributions.

A truly progressive wage system
should be viewed as an interconnected
ecosystem. With skills, jobs, productivity
and wages ripe for transformation, the
objective is not merely to ensure work-
ers earn more for performing the same
tasks, but to enable them to acquire new
capabilities, assume higher-value respon-
sibilities and progress into better jobs

throughout their working lives.
Budget 2027 could introduce a stronger

“good jobs compact”, a shared commit-
ment between government, employers
and education providers, where selected
incentives are allocated to create the right
types of jobs and skills, with progression
and earnings potential, beyond just the vol-
ume of jobs. Progression pathways should
be developed with employers, workers and
training institutions that are in tune with
the needs of key sectors of the economy.

A timely reminder for Budget 2027
Ultimately, it is important to measure eco-
nomic progress not only through gross do-
mestic product, investment and wages, but
by the extent to which households enjoy
greater purchasing power, financial resil-
ience, retirement security and quality time,
The benefits of a high-income economy
should be broadly shared and meaningfully
felt across society. This requires a stronger
focus on creating not just jobs, but bet-
ter- qua]it-,ri-::-h&A sustainable “good jobs
compact” should encourage businesses,

educational institutions and policymakers

towork together to build clearer pathways
for skills development, career progression
and social advancement.

A developed Malaysia is one in which
a fair day's work provides more than a
fair day's pay. It should provide security,
dignity,opportunity and choice well into
retirement. Progressive wages can help
deliver that future, beyond just building
a higher wage floor, but a stronger ladder
of skills, better jobs and shared prosper-
ity above it. O
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