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Republic of the Philippines 
Department of Labor and Employment 

NATIONAL WAGES AND PRODUCTIVITY COMMISSION 

NWPC ADVISORY NO. 01 
Series of 2023 

Correcting Wage Distortions Arising from the 
Implementation of Minimum Wage Orders 

SA.GONG PIUPINA.S 

Pursuant to the power vested in the National Wages and Productivity Commission (NWPC) by 
Republic Act No. 6727 or the Wage Rationalization Act, and recognizing that the prescribed wage 
increases through wage orders issued by the Regional Tripartite Wages and Productivity Boards 
(RTWPBs) may lead to wage distortions within enterprises, the following provisions of the Labor Code 
and jurisprudence on the matter are hereby reiterated: 

A. Article 124 of the Labor Code defines wage distortion as a situation where an increase in 
prescribed wage rates results in the elimination or severe contraction of intentional 
quantitative differences in wage or salary rates between and among employee groups in 
an establishment as to effectively obliterate the distinctions embodied in such wage 
structure based on skills, length of service or other logical bases of differentiation.

B. The elements of wage distortion were established in the case of Prubankers Association 
vs. Prudential Bank and Trust Co., G.R. No. 131247, January 25, 1999, as follows:
1. Existing hierarchy of positions with corresponding salary rates;
2. Significant change in the salary rate of a lower pay class without a concomitant 

increase in the salary rate of a higher one;
3. Elimination of the distinction between the two levels; and
4. Existence of distortion is limited to jobs or positions under the same employer in a 

region.

C. The procedures to correct wage distortions are as follows:
1. For organized firms (with union)

a. The employer and the workers' union shall negotiate to correct the distortions;
b. Any dispute arising from wage distortions shall be resolved through the grievance 

procedure under their collective bargaining agreement; and
c. If it remains unresolved, the parties may push through with the process of voluntary 

arbitration.

2. For unorganized firms (without union)
a. The employers and workers shall endeavor to correct the wage distortions;
b. Any dispute arising therefrom shall be subject to mandatory conciliation-mediation 

through the Single-Entry Approach (SEnA) of the National Conciliation and 
Mediation Board; and

c. If there is no settlement, the distortion may be resolved through the labor arbiter or 
may be submitted by both parties through voluntary arbitration.

The Commission encourages enterprises to seek guidance and technical assistance from the 
RTWPBs in correcting wage distortion issues. 

The attached formulas and examples may serve as guide in adjusting wage structures to 
rectify any wage distortions, but the employers and workers may develop and agree on a formula 
based on their specific needs and circumstances. 

This Advisory shall take effect immediately upon publication. 
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;;; iii For the Commission:ll�� BIENV�IDO . LA -UESMA 
Secretary and a1rperson 

2nd /3'd Floor, 1011 DY International Building, Gen. Malvar and San Marcelino Streets, Ma late Manila 

Telephone Nos. 5275519/5275171 Telefax. Nos. 5275522/5275139 

http://www.nwpc.dole.gov.ph 
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