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The End of Labour Arbitrage in Asia

The Decline of Asia’s Labour Arbitrage Model and its Impact
on Facility Management

Between 1990 and 2022, Asia accounted for 55% of the global growth in the working-age population.!
Over the same period, Asia’s nominal GDP expanded by almost 16 times, versus nine times globally.>
Over the past three decades, the real estate sector has benefited from plentiful, low-cost labour,
which supported integration into global value chains and rapid urban development.

Today, this model becomes increasingly unsustainable

due to demographic and cultural shifts in Asia, including:

— Global real wage growth turning positive in 2023, with
Asia Pacific outpacing global averages?

— Shrinking working-age populations point to labour
scarcity in real-asset operations*

— Demand shifting to specialised roles such as building-
automation technicians, sustainability compliance
officers and Al-assisted maintenance staff, who
command premium wages and reduce the upside of
labour arbitrage®

— New ESG regulations imposing greater operational
constraints, particularly on labour-intensive models,
are elevating compliance costs and reputational risks

EXPERTS WITH IMPACT™

For real asset owners and investors, the takeaway

is clear: the historical reliance on labour-intensive
operational models is now a liability that leads to
sustained margin erosion and operational fragility.

To maintain competitiveness and protect asset value,
leaders must move beyond manual processes and pivot
to a technology-led strategy. This requires an immediate
focus on modernising facilities management (“FM”)
through integrated tech stacks, Al-driven predictive
maintenance and strategic workforce upskilling. By
transitioning from human-led to tech-led operations,
firms can transform rising labour costs into a sustainable
and data-driven competitive advantage.
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Quadruple Threat: Why Labour Arbitrage
Decline is Permanent

1. Sustained Salary Increases Across Asia

— Persistent wage growth

Salary increases throughout Asia are not cyclical but a
long-term structural trend. High-growth Southeast Asian
economies like Vietnam have seen salary increases above
6%, while developed markets like Singapore maintain a
steady 4% salary increase.®

— Inflationary and talent retention drivers

There is continued salary pressure arising from persistent
inflation, tightening labour markets and competition
for scarce skills in technology, compliance and logistics.
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Companies are adapting compensation packages, adding
selective incentives and revising performance metrics to
attract and retain talent.”

— Expectations embedded in medium-term budgets

Companies are embedding salary increases in medium
and long-term workforce plans, treating wage growth as a
baseline cost rather than a temporary shock.®

These trends signal steady upward pressure on
compensation budgets. Companies are selectively
increasing incentives and revising performance metrics to
navigate economic uncertainties, embedding these salary
increases into medium and long-term plans.

Fig-1: Salary increase by APAC country
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Siu, Ernestine, ‘Southeast Asia salaries set for a 2025 bump, with Singapore lagging the region, study says,” CNBC (24 November 2024), https://www.cnbc.
com/2024/11/25/southeast-asia-salaries-set-for-a-bump-in-2025-according-to-aon.html.

2. Declining Labour Force Participation and Shrinking Working-Age Population
Labour force participation is falling in many Asian countries, compounded by a smaller share of working-age people in

the total population.®

— Structural demographic decline

Labour force participation rates have been falling steadily across Asia, accelerated by shrinking working-age populations
due to aging and birth rates. This multidecade shift affects potential economic growth and labour market dynamics.

Fig-2: Labor force participation rate, total (% of total population ages 15+) - East Asia and Pacific
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Labor force participation rate, total (% of total population ages 15+) (modeled ILO estimate) - East Asia & Pacific’, World Bank Group (January 2026), https://data.

worldbank.org/indicator/SL.TLF.CACT.ZS?end=2024&locations=8S&start=2015.
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— The workforce-demographics cycle

FTI Consulting, Inc. 03

As economic pressures intensify, participation in the labour market becomes increasingly essential for maintaining living
standards. Whilst this dynamic supports short-term operational capacity, it coincides with the long-term demographic
shifts that gradually reduce the size of the future workforce. This creates a self-reinforcing loop: high economic demand
brings more people into the workforce today, but the resulting lower birth rates ensure a permanently smaller pool of

labour for asset operations in the future.l?

Fig-3: Working age population as % of population
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‘Working age population,” OECD (2025), https://www.oecd.org/en/data/indicators/working-age-population.html.

3. lIrreversible Shift in Skill Demand and Technology
Adoption

Rapid changes in asset and operations technology are

driving efficiency gains in labour globally, diminishing

Asia’s cost advantage.

— Real assets move toward digital integration: As real
assets become increasingly sophisticated through
smart building technologies, Al-driven maintenance
and loT-enabled analytics, the skills needed for daily
operations are changing. Operations teams now need
more technical and digital expertise, which raises per
capita labour costs.!

— Upskilling dominates talent demand: Rapid
technological change is reshaping labour dynamics in
Asia narrowing historic cost advantages. In Southeast
Asia, 43% of employers anticipate core skills will be
disrupted by 2030 — above the global average of
39% — highlighting the need to upskill technology,
sustainability and complex operations, including
real assets.*?

Upskilling brings a trade-off. While it raises upfront
wage costs as skilled labour is scarcer, over time
broader skill development can ease wage premiums
by reducing talent scarcity. This creates a strategic
tension for operators between investing internally in
skills development (“build”) versus procuring external
technological solutions or talent (“buy”).

— Al-driven disruption overshadows labour value:
Al-driven automation shows potential to boost
productivity. Early pilots suggest efficiency gains of
30-40% in project delivery, markedly higher than the
20-25% cost reduction typical of pure labour arbitrage
models after accounting for transaction costs.* Future
projections estimate this productivity improvements
could rise to 80% as Al adoption matures.'* However,
these gains are largely theoretical or limited to pilot
contexts, rather than proven and sustainable savings
at scale. Achieving this potential also depends on fast,
real-time collaboration, which is challenging when

teams operate across time zones.
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Fig-4: Projected Shift from Human-Led to Tech-Led
Operational tasks (2025-2030)
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Li, Ricky, and lan Shine, ‘The Future of Jobs in South-Eastern Asia: upskilling
dominates as technology and geoeconomic uncertainty change talent
landscape,” World Economic Forum (1 May 2025), https://www.weforum.org/
stories/2025/05/the-future-of-jobs-in-south-eastern-asia-upskilling-dominates-
as-technology-and-geoeconomic-uncertainty-change-talent-landscape/.

4. ESG and Regulatory Pressures: The Compliance and
Value Imperative

ESG factors have become a defining force in Asia Pacific

real assets. Regulatory scrutiny, investor mandates

and tenant expectations now make ESG a baseline

requirement as more than 70% of institutional investors

in Asia Pacific plan to increase allocations to sustainable

assets within two years, ranking climate and social

strategy as core responsibilities.*>- 1

— Regulatory momentum: Singapore, Tokyo and
Hong Kong have tightened energy ratings, carbon
disclosures and green building requirements. Over
the past five years, Asia Pacific’s share of global ESG
policy initiatives has doubled — now accounting for
about 20% of the world’s ESG policy activity.” Markets
are rapidly converging on Europe’s standards, with
supply chain due diligence, Task Force on Climate-
Related Financial Disclosures (“TCFD”)-aligned climate
disclosures and even early carbon pricing pilots coming
into force.?®

— Compliance costs and risks: Compliance is ongoing in
Asia Pacific, asset owners face escalating costs for ESG
consulting, disclosure and green retrofits, as well as
rising risk of reputational loss or stranded-asset pricing
discounts for non-compliance.

FTIConsulting, Inc. 04

Green-certified buildings are not only more resilient,
but now consistently command rental premiums of up
to 11% and deliver energy savings between 20-60%
compared to non-certified peers.* Singapore’s Green
Building Masterplan targets 80% of buildings to be
green by 2030, with incentives and penalties attached
to compliance and reporting progress.?

— Investor and financing impact: Financial institutions
across the region have launched sustainability-
linked loans, offering interest rate reductions tied to
emissions targets or green certifications for buildings.
In 2024, Asia Pacific saw more than $670 billion in green
bonds issued, underlining the massive capital shift
toward ESG-forward portfolios and projects.?

— Strategic consequence: ESG compliance is not only
about risk mitigation. Green-certified assets in Asia
Pacific deliver higher occupancy rates, rental premiums
up to 11% and outperformance in asset resilience,
making them the new baseline for investability and
competitiveness.?? For non-compliant or inefficient
assets, the financial penalty manifests through
steeper financing costs, loss of tenants and a
shrinking buyer pool.*

Implications for FM in Asia's Real Assets Sector

As the labour arbitrage model fades, FM within the

real assets sector sits at the forefront of the transition.
Traditionally, FM has been a labour-intensive, relying on
manual processes for maintenance, security, cleaning and
compliance monitoring. In Asia, rapid urbanisation has
driven a boom in commercial and residential property

— ‘now home to over 50% of the world's megacities and
will account for roughly 60% of all global construction by
2030’ — FM operations have historically benefited from
low-cost labour pools.?* With shrinking workforces and
escalating wages, FM costs are increasing, eroding profit
margins for property owners and managers.

The integration of ESG regulations adds further pressure.
New mandates and ESG disclosure requirements are
reshaping real assets in Asia Pacific, with permeable
data-sharing frameworks supporting risk assessment
but increasing the need for skilled FM personnel. This
regulatory environment is pushing FM toward digital
solutions that reduce human error and support audit-
ready reporting.?


https://www.weforum.org/stories/2025/05/the-future-of-jobs-in-south-eastern-asia-upskilling-dominates-as-technology-and-geoeconomic-uncertainty-change-talent-landscape/
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Strategies for Adaptation: Embracing Digital
and Automated FM

Labour shortages and rising costs in Asia Pacific real
assets call for a pivot to digital transformation and
automation in FM. Early adopters report productivity
improvements through Al, loT and cloud-based
technologies, although measured benefits are

still evolving and often derived from pilots and
proof-of-concept projects rather than

large-scale implementations.

Key Strategies Driving FM Operational
Excellence

FM companies and building owners are adopting an
integrated set of practices and technologies to improve
resilience and efficiency, including:

— Fully integrated tech stacks: Combining building
management systems, loT sensors, Al analytics and
centralised cloud platforms to enable comprehensive
oversight and control.

— Highly automated workflows: Automating routine
processes from work order management to vendor
coordination, reducing manual labour.

— Predictive maintenance: Using Al and sensor data to
anticipate equipment failures and schedule repairs
proactively, minimising downtime by 30-50%.%
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— Intelligent assets: Deploying RFID, wireless sensor
networks (“WSN”) and loT devices to monitor building
conditions, energy use and asset health in real time.””

— Cloud-based software: Enabling data centralisation
and remote access, cloud FM software supports
agile decision-making and workforce planning but
is one component of broader lean and digital
process adaptation.

— Managed services and tech partnerships: Engaging
specialist vendors and tech providers to deliver
value-added services and ensure continued
innovation and scalability.

Volume and Market Penetration

Achieving operational scale by deep penetration into key
markets allows firms to optimise labour deployment,
improve vendor relationships and leverage data-driven
productivity gains. There is an ongoing debate between
pursuing best-of-breed tech solutions versus Integrated
Facilities Management (“IFM”) approaches, with market
fragmentation encouraging both models depending on
asset type and owner preferences.

One resource on Al in property management suggests
that implementing these tools can lead to as much

as 40% productivity improvements and 15% overall
cost reductions.?
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CASE STUDY
A Major Real Estate Developer’s Digital Transformation Journey

SITUATION

Aleading Asia-based diversified real estate group faced rising operational complexity, escalating labour
costs and growing tenant demands for smart, sustainable and efficient asset management. The company’s
existing systems were fragmented, limiting real-time visibility and responsiveness needed to optimise
operations across its global portfolio spanning more than 260 cities in 40 countries.

ACTION
The group initiated a comprehensive digital transformation program emphasising cloud integration, Al, loT

and workforce empowerment:

— Partnered with major cloud providers to shift from siloed data platforms to a unified, cloud-based
ecosystem.* This consolidation enabled data democratisation and real-time analytics for more than
4,000 users across business units and regions, improving decision-making agility.

— Deployed thousands of loT sensors and Al-driven predictive maintenance tools to monitor asset
condition, reducing unplanned downtime and improving energy efficiency.*

— Launched digital customer engagement initiatives including Al chatbots and a loyalty platform,
enhancing tenant experience and driving deeper interactions across lodging and retail portfolios.

— Committed to workforce development through upskilling programs and fostering an innovation-driven
culture to support changing operational requirements.*
RESULT

— Productivity Improvements: The integrated digital approach led to a 35% increase in developer
productivity and updates were delivered 50% faster.3*

— Cost Savings: More than SGD1 million was saved in operational costs by shifting to a unified
data platform. 3>3¢

— Innovation Pipeline: The developer set ambitious goals to complete over 100 Al projects by 2025,
spanning investment management, tenant engagement, fund operations and asset lifecycle
management, ensuring continuous operational excellence.*

— Manpower Efficiency: Adoption of digital and Al tools resulted in saving over 10,000 man-days annually,
enabling redeployment of labour towards high-value tasks and strategic initiatives.*

FTI Consulting, Inc
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Charting a Path Forward in a Post-Arbitrage Era

The decline of labour arbitrage marks a pivotal inflection
point for Asia's real assets sector, where demographic
realities, wage inflation and technological imperatives
converge to demand reinvention. What was once a
competitive advantage in abundant and low-cost labour
is no longer, with persistent salary hikes, shrinking
workforces and a lasting shift toward high-skill and
technology-enabled roles. FM, as the operational
backbone of real assets, illustrates this evolution. Without
adaptation, firms face margin compression and fragility,
but with it they can unlock efficiency, sustainability and
long-term value.

Investors and managers should act now to strengthen
their portfolios. This means investing in Al-driven tools
and loT systems to streamline FM operations, prioritising
upskilling programs to build a digitally fluent workforce
and embedded ESG compliance into core strategies

to meet regulatory and stakeholder expectations.

By embracing these changes, real asset leaders can
transform challenges into opportunities, promoting
resilience and competitiveness in a post-arbitrage era.

Alexander Marx

Managing Director

+6568317863
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Senior Consultant
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