University of the Philippines
SCHOOL OF ECONOMICS

Discussion Paper 8301 Januery 1683

A IIEFMWHEFIIIEEIIIHE
PHILIFPINES AFTER WORLD WAR IT

by

Rosa Linda P. Tidalgb
i

Hote: UPSE Discussion Fapers are preliminary versions
eirculated privately to elicit critical comment.
They are protected by the Copyright Law (FD No. 49)
and are not for guotation or reprinting without
prior approval.



AESTRACT

This study locks at the minimus wage fixing in the
Fhilippines after World War II. The rationsle for such a wage
policy iz discussed, followed by = description of the guidelines
observed in the setting of vage differentials in the legisliations.
Then the coverage and implementstion of the minimum wage legisla-
t‘im are assessed. It also presents a theorstical framework for
evaluating the impact of minimum wage fixing on ;Em_a_:nlmrnent, ot t-
put, prices and incomes. The paper concludes with = proposal for

an salternative wage policy for the Fhilippines.

Thiz review of minimum wage-fixing in the Philippines

exposes the general weaskness of this wage poliey in maintaining
worker's income at subsistence level because it does not include
the incomes of employers and price movements given the productivity
changes &t the firm level. In addition, the coverage of the wage
policy has been limited and its implementation poor. Under these
circumstances sn slterpative weage policy is proposed which takes
cognizance of the relative sharing of income between the workers

and the employers and which allows the two sectors to negotiste over

the minimum wage and other wage supplements a% the firm lewvel,



A HEVIEW OF MINIMOM WAGE FIXING IN THE PRILIPPINES
AFTER WORLD WAR II

g by

Boga Linda P. Tidalgo®

oyt ion

Sinece World War IT, the Philippine govermment has commitied
itself to plamnming the country's development especially that of its
economy. Ite objective in planning has been to hasten development ,

%o compress the process to & shorter time so that poverty is eradicated
soonest. Although the government hes always recognized the supremscy
ﬁl"printe enterprise, its planning activities have been predominantly
interventicns in the functioning of different input and output markets.
Such interventions bave changed the distribution of production parti-
eipation and income distribution among sectors snd individuals. As a
Tesult, some have benefited while others have been disadvantsged in
varying degrees, Because of this, different sectors protect and ephance
their interests by lobbying for government to initiate and/or repeal

policy measures in their favor.

Flanning carn be a very complex activity requiring extensive

Inowledge about the economy. However, the information can never be
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complete; hence foresight can never be perfect although it can be
improved. The monitoring and analysis of the econcmy have to be
continuing processes=—-fimctions which are by now instituticnalized
responsibilities of some government agencies. Furthermore, the guality

of such monitoring and anelysis hes to be constantly inproved.

Flanning for econcmic development after the Second World War
has been focused on increasing cutput which the government encouraged
by a system of incentives to capitalists to expand investment. These
incentives alter the rates of profit or incomes of the eapitalists
and most of them lower the costs of production. In this Ealtuls_n_:iﬂn.
labor's participation in preduction is perceived mainly as a component
of production costs and ti:_m:refcrre best lowered if not prevented from

cogts are Area

inereasing, or if such/ incressing, thege/preventsd from inereaszing

too fast from the capitalists' point of view,

At the same time, the labor sector comprizes the bulk of
society and of the professed recipients of the fruoits of development.
Tts meterial condition cennot be ignored especially becauseg of its :

potential political force.

Ironically, its number has worked to its dizadvantage, -
causing its price or income as determined in the labor merket to be
low, The worst mepifestation of this problem is among the unskiiled
ﬂrnll__tera.__ 'I'.'!_mirlla-rge supply relative to demand lesves them with
8 very weak bargaining position and thus, very low wages or salaries,
Their low wages are usually coupled with negligible or absence of cwner-

ship of cther productive rescurces or sssets in sddition to their lshor




28. lHence the government intervenes to ameliorate the situationm

labor sector by encoursging its orgenizstion and increasing
protecting the incomes of the wnskilled among cthers. Minimum
legialetions which have been the major policy messures in

g the latter concern, provide the focus cf this paper.

This study looks at the minisum wege fixing in the Philippines

~ after World War II in section II. The rationale for such a wage
policy is discussed, Ffollowed by & description of the guidelines
ohserved in the setting of wage differentials in the legislations.
Then the coverage and implementation of the minimum wvage legislations
are assessed. Sectiom III gives & relatively theoretical framework
for evalueting the impact of minimum wage fixing on employment, cutput,
Drices and ipcomes. The paper concludes with = proposal for an

alternative wage policy for the Philippines.

This review of minimm wage-fixing in the Philippines exposes
the general weakness of this wage policy in maintaining worker's
income at subsistence level because it does not include the incomes
of employers and price movements given the productivity changes at
the firm level. In addition, the coverage of the wage policy has
been limited and its implementation poor. Under these circumstances

an alternative wage policy is proposed which takes cognizance of the



relative sharing of income between the workers and the employers and
which allows the two sectors to negotiate over the minimmm wage and

cther wage supplements at the firm level.

4]




. The Minimum Wage Fixing After World War IT

Broadly defining minimum wage fixing to cover all legislations
‘minimm besic wages and cther labor payments to low wege workers,
We could pinpoint the first such legislstion after the Second World
ﬁﬁn R!tpul;tlii: Act 602 in 1951 which estsblighed & minimm wege

lew among other things. From 1951 to the present, s total of 2k

#such laws, minimum wage orders and presidential decrees were issued
by the government either through the legistive or the sxecutive branch
(Tatle 1), The frequency of minimm wage policy messures by type

of labor payment is shown in Table 2.

The first such legislatiom in 1951 which defined the bagic
wages for comprehensive sectoral groups was smended in 1963, i.e.
12 years after, This was followed by two other revisions in the 19608,
making & total of three changes for the decade. In t-h& 1970s, five
revisions were made with the last four occurring in the last four
years. By the 1980s, two changes have already been made by 1982.
The incresse in the fregquency of revisions after the mid-1970s indi-
cates the continuing pressure from the labor sector for wage adjustments

in the face of declining real wages.

The fixing of basic minimm wage in gingle sectors by wage
order was started in 1964 for the suger industry, It took another
oy
:t.'?ﬁ'hc:: years before another sector's minimum wage was fixed hy wage

order (the jeepney transportation imdustry in 1972). This was



Teble 1. MINIMIM WAGE LECISLATION

1951 - 1962 A
Date = - ‘Title
August b, 1951 H-.ﬁ..yﬁﬂE - MAet to Establish a Minimmm Wage
g Law, snd For Other Purposes
fugust 8, 1963 R.A. 36kh -~ ILand Reform Code (Chapter II,
Bill of Rights for Agricultural
Labor)
March 1T, .196% .H-W,Slfhf - Establishing Minimum Wage for
‘the Suger Industry
April 21, 1965 R.A. 4180 - Act imending H.A. 602, by Heising
' Minimm Wage for Certain Workers
Jome 18, 1966 R.A. LyOT - Aet Amending R.A. 602 as Amended
by R.A. L1800, to Include Employees
of Mining Enterpriaaa
June lT-, IISFTG E.A. 6129 - Act ]'!uﬁenﬂ:lng Further the Minimuom
Wege law by Incressing the -
Minimm Wage, Estsblighing = Wage
Commissicn end for Other Purposes
fpril 9, 1972 M.W,0. 1 - Minimm Wege Fixing in the Jeep-
{we="1 ney Transportation Industry
August 2, 1972 M.W.0. 2 - Minimm Wage Fixing in the
{we) Degsicated Cocoput Industry
Septenber 16, M.¥W.0. 3 - Minimum Wage Fixing in the Suger
1972 (wc) Industry and/or its Branches
Jenusry 1T, P‘D,E"IIQE = Mipimm Compensation for Eouse—
1973 hold Workers
February 10, M.W.0. b - Minimum Wage Fixing in the Coconut
1973 {wg) . -@dl Milling apd Related Products
Industry -
&/ Republic Act, ' ¢/ Depertment of Labor.
B/ Minismum Wage Order, d/ Wege Commission.

g Pregidentisl Decree.




- Table 1 {Comt'd.)

Title

February 17, 19074

August 1, 19T
December 2L, 1975

May 1, 1976
May 1, 1977

May 1, 1978
July 1, 1978

fpril 1, 1979

P.D.

Il-l Di-

Lo 1

E.I.

B I,

P.D.

P.D.

P.D.

P.D.

P.DI.

390

525

1389

161k

163k

1678

Grapting Emergency Cost of
Living Allowsnce to Employees
of the Hationgl Government
end Appropriating the
Heceszery Funds Thereof

Meking Mandstory the Peyment
of -EmeTra Allowances
tnder i7h

Requiring A1l Employers to

‘Pay their Employees a 13th

Month Pay

Providing for = New Statutory
Mininus WVage

Increasing the Emergency
Allowances Under P.D. 525

Aboliching Eﬂu@ﬂm Under
FPregidential Decrees 525,
1123, 851 and 928

fmending P.D, 928 for the
Purpose of Adjusting Existing
Statulory Minioum Weges

Accelerating Mipimum
Increase under P.D. 1389 and
Grenting Additicnal Fmergency
Living Allowences

Froviding for Additions]l Man-
datory Emergency Living
Mlowence for Wage Earners

Providing for a Provisicnal
Mandatory Emergency Idwing
A1lowence

T
i/ Letter of Instroeticg.




Tsble 1 (Cont'a.)

Dute Title

August 19, 1980 P.D. 1T13 - Providing for an Increase in
: the Minimmm Deily Wege BRates
and for Additions] Msndatory

Living Allowances

January 1, 1981 P.T. 1751 - Increasing the Statutory
Deily Minimum Wage Act A1)
levels by B4.00 after Integ-
-rating the Mandstory Emer—
gency Living Allowences under
FDs 525 and 1123 into the
Bagic Pay of A1l Covered
Workers :

March 22, 1981 w.0.8/1 ~ Increasing the Mendatery Living
. Aliowence of Non-Agricultural
and Agricultural Workers

ﬂrihg&tmdar &




W5, 1951 - 1982

Time Interval
from Last Change

: - to Decembar 1
1972 1973 197h 1975 - 1976 1977 1978 1979 & - 1980 1981
| Jul Apr : hug Jin
§ ¥yrs,11 mos | 2yrs | 2mos 9 mos 1lyr, 2 mos 5 mos
.

HQept Jan Fab .
v-_ul'\.-....h‘,......-
| 1l mo 4 mos 1 mo

——

Feb

Aug Mar
HeE - BT AeE




. -
o e
FHREQUERCY {
TEAR and
N[ - R 1963 . 196h 1965 1966 1967 1968 1969
(Hon~Agri~ hug Aug Apr Jun
ﬂultn\ll”ﬂ.lll.ﬂ.ll b v AL o i " W
12 yra 1yr, 8mos 1 yr,2 mos L yre
Bingle sect Mar
ingle or . L ™
ing Allowance
ping Allowance m:g Aﬂr
T W
13 yre, 8 mos 5 yrs, 2 mos
for Farm Aug

f

.51 {(Jan, 1981) stipulates a revieion of wages which took effect on January 1, 1982,

wum Wage Legislations.

EBpecific
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followed in early 1973 by minimum wage fixing in three other sectors,
namely; dessicated coconut industry, household workers, coconut oil
milling and releted products industry; and a revision of the minimm
wage order for the suger indusiry. &ince February, 1973, no other

single ipdusiry minimam wage was set by the government.

The coet of living sllowsnce was started in February, 197h,
r_eﬁa-:& five times in the 1970s, and already revised three times in the
19808 (i.e. up to 1982). This form of labor payment was used more offen
-to adjust the eroding resl income of low wage earmers, than hasic '-TII-E'E
adjustments. An incresse in the rﬂrger ismiies & Jower increase in
labor cost than that of the latter.’ It may also indicete government's
concern for the resulting production cost increases which may ineresase
unemployment and/or lower cutput. However by 1981, all such allowances
(P.D. 525 and P.D. 1123) were imtegrated inmto the basic wage with

some sectors getting & grace period of up te Jemumary 1, 1982,

Other types of lebor payments specifically covering farm workers
in the form of meal and housing allowance, and overtime pay v&re
get in 1951 apd 1963, respectively. The former was revised once in
the .'LEI-EEI.B end once in th&. 159708. The latter has not been changed
1963. The last kind of lsbor payment, the 13th month pay, was

defined in December, 1975 end has not been changed since.

‘Whoat is most striking in the relative frequency of revisions

labor peyment iz the greater pumber of changes in the



comprehensive gectoral basic minimm wages and the cost of living
a_nllnmcu after the mid=1%T0s. This seams to Indicate a growing
Eensitivity of the labor eector and of the government to the erosion

of the purchasing power of workers' wages during that period.
A. The Rationale of Minimm Wage Fixing

Mipimm wvage fixing in the Philippines has been guided by a

. concern for workers' income to be "sufficient to maintain (them)...
in health, efficiency and general well-being.” HNine legisliations state
this objective explicitly (Tsble 3). Many of these legislations
revising exigting minimum wages upwards cited inflation as the

5

ification.

Tt is of interest to note that lately, from P.D. 1389 in 1078,

her with P.D. 1713 (1980) and P.D. 1751 (1981) which were all
ic minimum wege revisions of 3 comprehensive nsture, the upward

ione were explicitly qualified to be "taking inte consideration
the imperatives of development, eost of 1iving, productiviiy, employ-
ent, balapnce of payments, price stabhility, the competitiveness of
Fhilippine products in the world market and industrial pesce.” In the
Jdatter two P.D.s these qualifications were summarized thms: “to ensure...
S iabi Vi of Miwinsse and Tt et Swiihout unduly impeiring
‘#he visbility of tusiness and industry in the face of the present
world ecopomic crisis," renpe::tiw. These qualifications in the more recent

wage
upward revisicons of the minjrum/ iz indicstive of the conflicting
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Table 3. OBJECTIVES OF MINIMUM WAGE LEEIELM‘IGE
- 1951 - 198z
Objective(s) Legislation
A. Betting Initial Minimm Wages: "to R.ﬁ.JEEE
establish minimum weges sufficient R.A. 384k
to maintain workers in heslth, M.%.0.2/1 (D.0.184
efficiency and general well-being” R.A. ‘4707
% M.W.0. 1
K.W.0. 2 {wc)
M.W.0, 3 (we)
P.D.% gg
M.W.0, &
B. Upward Revisioms of Existing Minimm Wages
1. "To reise the mirimumm weges of R.A. h1B0
agriculture? and non-sgricultural
gectors. "
2. "To increase the minieum wages of ‘R.A. 6129
the following:
. PAgriculituwral workers
b. Provineisl and Local Govern-
eent Emplovess
c. Cales and Services Enterprises
regularly enploying not more
than 5 workers <
4. Noo-fgricultural workers (Pri-
w:t.c and CGoverrment )
"To ameliorate the living conditions M.N.C. 3 (WC)
of the workers and thedir families
who gre dependent wholly or partial-
¥ upon the sugar industry.” .
k. '"Po elleviste the plight of members  F.D. 390

oy low=1lpcome groups in order to
provide them with the mesans to
cuphicn the impact of increased
rrices on their daily 1ives." -

i
k]
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3 (Comt'a.)

Objective(s) Legislation

5. "To enable the workers in the P.D. 525
rrivate sector to cope with the
rising cost of living under the
preveiling abnormel situstion.”

6. "D further protect the level of  P.D, 851
reel wages from the ravage of
world-wide inflstion."”

T. "To redress the decline in pur- P.D. 928
chasing power by the Filipinc
worker as 8 result of continuing
upward price spirsl.”

8. "To protect workers and their P.D. 1123

wages against the ravages of
infletion."”

9. To kelp fixed-income groups whose P.D. 161k
earnings are eroded by price
increase due to the OPEC oil price
increase.

10. "To restore the purchasing power "P.D. 1634
of the effective minimum vage as _
of April 1979"; "To privide time-
1y and adequate relief for working
magses in the face of rising costs
of Uiving."

11. "To protr >t warkers from the- P.D. 1678
effects T inflation to prevent
erogion f real wages and sustain
their ezsloyment."

12. "To stalilize the purchasing W. D.ﬂl
power ir the face of new oil
price ircresse"; "To prevent
the ero ion of the real income
of workers."




Teble 3 {Comt'd.}

Objective(s) Legialation

C. Upward Bewisions With Explicitly Stated
Guelifying Constrainte '

] 1. "To provide an upwerd sdjustment P.D. 1389
of exdeting statubtdry minimme
wages teking into copnsideration
the imperstives of development,
cogt of ldving, productivity
employment ; Talepce of payments,
price stability, the competitive-
npesg of Fhilippine Frodocts in
the World Merket snd ipdustrial

peace.

2. "o ensure & decent living wege for F.D. 1713
workers and the viability of
business and industry.”

[ 1 3. "To grant edditional benefits to F.D. 1751
the workers wilthout umduly
impairing the viebility of
businezs snd industry in the
fece of the present world econoslic
crigie.”

L3 -

. Others

"To esteblich a Wage Commission R.A. 6129
which ghall copfuct & comtiouing
study on wege rates in thHe varicus
i et ggriculiuwral and non-agricultural
S el industries all over the country." "

=]

[t

2. "Set an exarple and suggest to the P.D. 390
private sector to undertake mepsures
of their ocwn for the same purpose.”
{i.e., "to provide them with the
mesne Lo cushlon the impect of
increased prices on their daily lives.")

‘ymlic.ﬂl:t“__ thpu‘tmﬂl‘hﬂf]’.nhm'
Minimmm Wage Order & tsae Comisston
E'IIIP‘reaidﬂ:tinl TDecres
L Yage order
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g pn_f_f_c:,r-mqkars. It also explains why

o
e -

. :-'_'= : edjustments Were not commensurste to the declines

et

afw=wuge workers. The same concern for conflieting

e alsc considered by the Wege Commissicn in its

e
e

§ even if there is no specific mention of neticnal
: Eine stability, employment, and internsticnal
E the factors to be considered [R.A. 6129 smendment

B02]. The question then is: How are these multiple

-
-

IS and how are the different sectors affected by such
By fmportant question is how & preferred prioritization
f%ed into specific minimm wage/lsbor payment fixing.
ions provide some .gt:ide_line_s _.'Ecar miniemm wage ;
identified set of objectives in terms of factors to
'such 88 1) cost of living, 2) wages established for

£k by collective sgresment or wage crders, 3) weges paid

& work by employers who voluntarily maintsin ressonable
_H fair return on investment, and 5) size, location,
egricultural ferms, among others [R.4. 6129]. Even these

8F have conflicting influences on the level of labor payment

® &re the reasons why minimum wage fixing can become so

« It iz akin to a balsncing gct==balsncing conflicting interests=-
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on the part of the policy-makers.

T]:I:lE nzture of minimum wage ﬂ:riug; therefore requires consulte-
t.it:m or dislogue among the different sectors to minimize conflicte
marever Possible. The conmsultstion by government of the labor sector
and thf.- :a;:italistsfmplwem is called tripartism and has been adopted
officially by the government in minimm ﬂa.gefaﬁi.sngther areas, But one
cannot be ngtiuialt.i-e sbout tripartite dialogues since the outeome will
Teally depend on the relatiu-e b&rﬁ;ﬂmmg Btl‘tngth of the lebor sector
mdft;ﬁuﬁtalist sector, and on government's perception of what
national interest is, relative to each of the two other pectors!?

interests.

B. OGuidelines in Minimur Wage Fixing

A review of minimm wege/labor payment fixing by government 4=t
Treveals a number of guidelines cbserved by policy-mekers. This review

focuses on the differentisls stipulated in the legislations.

-
Three main factors emerge ss bases for the differentisls
(Table 4}). The first is the relative ability to pay ameng en:flwtra,
induetries, er regions. This factor seems to implicitly assume &) an
expectation of higher productivity in the relatively modern, formal or
organized ancl large firms which -!:.t_ud to be found in urban aress, and
in plantations; and B} higher household incomes for those residing

in upper income city/province/municipality categories, Table L cites
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4. WAGE AND SUPPLEMENT DIFFERENTIALS
AND THEIR BASES IF MINIMUM WAGE
IEGISLATION, 1951-1582

b

t mbility to pay among Bﬂplﬂj"&rﬂffﬂﬂllt!i&ﬂ-f#ﬂﬂﬂ.

:.-' ataticn workers covered by legislation starting 1951
‘MR.A. 602) while non-plantstion workers were covered
_starting 1976 (P.D. 528),

.l_':_ =

 Plantatlion > non-plantation:
‘s P.D. 928 -  ®T.00: ®6.00

=
o

® P.D. 1389 - P 8,00.: ¥T.00

L

‘e. P.D. 161k - ¥10.00: ¥9.00; COLA: ®L0.00;:P20.00
. P.D. 1T23 -  ¥$11.00 : ¥10.00; COLA: ®L5.00:%30.00

‘e. P.D. 1T51 -  #15.00/1k.50/13.97 : $14.00/13.56/12.97
B W.0.71 - ELA; ¥1.50: #1.00

‘ riculture > fgriculture:

- -

- R.A. 602 - P bhoo: PL75/2.00/2.50
P. E.A. 38Lb - ®h.o00: F3.50 '

3. E.A. k8o - ®6.00: FI50 -
R B.A. 6129 - B 5.00/6.00/8.00 : BL.TS

5. M.W.0. 3 - #1100 : #6.00/7.00/8.00
6. P.D. 161k - #11.00.: ¥7.00/8.00/10.00;

COLA: #75.00/90.00/110.00 : #20.00/40.00

. Metrc Manils > Cutside Metro Manila:

e,

L]

. R.A. BG2 - #h0o0 : ®3.00
P.D. 928 - ¥10.00 : ¥9.00
P.D. 1389 - ®11.00 : #10.00
P.D. 161h - ¥13.00 : F12.00
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Table 4 (Cont'd.) 2
5. P.D. 1713 - E1h.00 - FlE.Dﬂ.
6. P.D. 1751 = #16.00/17.56/16.97 : ¥1T.00/16.56/15.97

D. Other regionel differentianis:

1. R.A. §i8o - ¥ 6.00:%5.00, for different elty/-
province/mmicipality income clage

R.A. 4707 - ¥ 5.00:#6.00:85.00, for same categories
a3 in RK.A. kiBe

2. P.D. 99 - ®60.00:F45.00:830.00, for different
cities and mumicipalities

3. MN.0. 3 - F 7.00 : #8_00:86.00 | for different
P.D. 161k . o= R T.00:§8.00 ‘Tngar areas

=

E. Firms capitelization size:

Large (> #1 millien), medim (#100,000- Bl million), snd
emall (< $100,000)

1. P.D. 525 = # 50.00/30.00/15.00

2. FP.D. 1123 - #110.00/90.00/75.00

3 =
II. Relative Cost of Living - Metro Manils > Outside Metro Manila (See E.C)

III. RBRelative need of worker for inccme protecticn and supplepent
(ELA and COLA) as determined by income level

B. P.D. 0851 and P.D. 161k - for those receiving < B1000/month

; = :
C. P.D. 163k -  for those receiving =< ¥1500/month
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srentials which cen be explained by this consideraticn.
=3 £ s+ nlantation workers were covered by minimum vage legis-
= ‘eerly us 1551 whereas non-plantation workers were only

Berting 1n 1976, Severs] F.D.s msintain & diffecentisl

f___. lantation end non-plentetion minimum wage levels with the

Erester than the 'J.at‘r.tr. Between nop-sgriculture and

‘@ectors, the minfewm wage in the former is always greater
85 the latter. A consistent B1.00 differentis] is cbserved

3 Wege for Metro Hﬁnila relative to that outside Metro

Teglonal differentials are alsc indicated for 1) employees

.

&5y of the city/provinee/mmicipality: 2) domestic workers

service according to location ss cheracterized by the

eities =nd mumicipalities; and 3) Tor sugar workers in
vl

=

b

g, The rela.tivg_ ability to pay based on firms!

- #i=a is categorized into large (capitalization of

'cu::]l, medivm (capitalization af FL00,000 to B1
(eapitalization of less than F100,000). Firms with

0o zre required to pay higher wege suppléments,

T

anis for wmge differentials observed in the legislaticns
ef living., This would explasin the wage differential

B wrban (higher cost of living) end non—urben as

Metro Manila versus the outside Metro Manils wage
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A third besis for differentials is the relative need of the
worker for income protection and supplement as determined by his income
level. Hence, the wage supplements provided for in P.D. 525 in 197h
@pplied to thosd receiving a monthly income of BS00.00 or less, By 1975
(E.D. 851) ana 1979 (P.D. 161%), edditiona] supplements were stipulated
for thosze receiving #1,000,00 or less per month. As prices continued
to erode incomes, P.D, 1634 which was decreed a few months later in
1379 provided for sdditional living allowances fer those receiving

less than or equal to F1,500 per montk,

The bases for these wage differentials seem Tational, However,
the problem iz what should be the appropriate magnitude of the differ-
entials, The setting of these differentials as well as the individual
wage levels iz subject to arbitrariness, How the amounts are determined
and the reassons for stipulating such amounts remain vague. For EXample
when setting the minimum wige which would "maintain the worker in
health efﬂciem:sr and general well-being,”™ how Eany r&milar Eemhers
should be included in that computation? The ususl computation nses the
average family size. Why should this be the number to consider?

In addition, estimations of required income can be so varied. The meny

Which one is to be chosen and why? Therefore, there will elways he
eriticisme of any minioum wege level set since people have different
views on the conditions under which a minimm wage ought %o he
defined,




'L, Coverage of Minimum Wage Fixing

The coverage of minimum wage legislations may be described in:
‘ferms of the sectors which are exempted fram peying the minimum wages
2 other wage supplements. In genersl, =11 workers who are BOT=Wa e
IFDETS , I.e., peid by piece, commission, boundary system, and other
‘Eomiractusl errengements are exempted, In sddition, there are other
ecific cunsideraticns for exemptions which can be deduced from the

ations, First is the policy of encouraging small enterprises

ich mmy be characterized as traditional and informal in addition to

@eir emallness. .These types of enterprises characterized by low

ivity may pay wages lower than the mipimum stipulsted bty the law,
BEELic help, family drivers, workers in retsil and services enterprises
fth less than five employees, home workers or homeowners engaged in
Work, and agricultursl emterprises with less than 12 hectares

® exerpted from many of the laws. Later, the provision cn exemptions

egard to employment size was further relaxed to inelude enter—
s with itﬁs than or egqual {o ten workers. This was further

:"_=-- by loecziicz zush Lzt no entesprise in Metro Manila could be
_:_ d II it hed less than or egual to 15 workers. In the case of
cural enterprises, exemption was extended l&ter.tn include

wolving areas of less than or equal to 24 hectares, or those not

BE more than twenty workers.

pther bazi= for exempiicn concerns distressed Industries or 1

erprises defined in terms of decline in working days,

-
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decliine in income, decline of personnel , or some forma] certification

of bankruptey, receivership or trusteeship, Thi= basis for exemption :
WES gurther relaxed in 8 later legislation to include firms which need
not be losing at the Doment but mey become temporariiy distressed or
dislocated with compliance of the minipum wage law., Some firms may have
less flexinility in Tecovering sn inﬂfa&ae in lebor cost aé a.result

of an &xisting cuﬁtract, or insbility to 8djust prices ss in the cAge

of educaticnal institutions, or in Some newl establighed enterprises,

Other bases for eXemptions cover industries o cases which
the government would like to “hcourage such sz labor-intensive industries,
export—orientes industries, thoge which employ learners anc epprentices,
- labor-intensive enterprises in depressed redas, end employrent-intensive
export industries USing local Faw materials, In some cases, the
eXemptions provide a grace period of non-observance of & provision of

2 law for & few months OF ¥EBTS.

The government also tendz to exempt government emplnreeg in seme
cases, but eventually includes them in other laws thet are enscted later,

In one case, it even Provided for a supplement ahesd of the Private sector.

Un the whole, most of these exemptions are attempts to pursue
similtanecusly several objectives such as emplovment expansion, ocutput
ipcrease and export Promotion together with the objectives of minimum wags
legislation. This menner of coping with contradictory obhjectives etitails

& large buresucratic cost of processing appliecations for exemptions each ti
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® revision of the minimum wage or wage supplement is epacted, These
exemptions may also be of substantial cOverage,

D. Implemeptation

Even more ecritical than the issue of how substential the
exemptions are from minimm wage legisistions, is the implementation
of these laws., An unobserved law is Santemoust to the.sbsence of such & law.

e

The first minimus wege law (R.A. 602) provided for the crestion
of the Wage Administration Service in the Department of Labor whose
funetion was to enforce the provisicne of tha fes and issue other
related orders end regulations, In addition, the jurisdietion of the
courts was defined in casés of viglations or cenflicts arising from
the implementstion of the Act. Tt also provided For relevent record-
keeping by employers for examination by the Secretary or Lebor or
his representative and the latter's Tight to investigate any possible
viclation of the law, The penalties were also specified in terms of
"a fine of not more than ¥2,000, or, upon second conviction, to
imprisonment, in the diseretion of the court,” in sddition to recovery
of wnpaid minimum wege due a3 person under the fAct. Finally, an BPPro-
pristion of 150,000 was provided to earry out the provisions of the
Act for that yerr, with expenses for succeeding years to be provided
in the respegti:\re snnual appmpﬁatiqua. The rules and regulations

implementing the R.A. 602 was subsequently released by the Wege Adminis-
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tration Service in Februsry, 1952. In addition, interpretative
bulletins expleining the provisions of R.A. 602 were also issued by
the same office. These accompanying publications were iptended to
guide the government agency iovolved in its implementetion of the Act

and to inform the public of the interpretations of the law.

The Department of Labor was rensmed Ministry of Labor and then
Ministry of Labor and Employment (MOLE). At present, the functions of
the Wage Administration Service sre assigned to the RFuresu of Working

Conditions.

The conduct of inspection of firms with regerd to their
compliance with minimem wage legislations is guided by = set of
poliey instructions issued by the MOLE. The set of instructions
usually cover the industries, together with a pricritization by type
of esteblishments, o be Inspected. Inspection is usually done by &
oive-man team nging the zone approsch, In sccordance with the
industries listed for inspection and the prioritizaticn of estsblish-
ments in such industries, an inspection program is usually p;tparea

for approval and ocnce approved, sirictly followed.

The latest policy instruction wes Fo. 48, Series of 1981, issued
April 13, 1981. In this policy imstruction, the industries included
and prioritized, based on the order of enumeration are as follows:

mamfacturing, construction, trensport, storage snd ccmmumicationm,
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agriculture, services and commerce. The same industries also

* comprige the priority list in the preceding policy.instruction op

the seme area (Policy Instruction No. 23, Series of 1977}, although
ranked differently. The lisiing does not include mining and gquarrying
and public wtilities. Establishment in these excluded industries may
be inspected on the basis of a written compleaint or by authorization
by the Minister of MOLE rather then as part of the regular inspection

program of the Ministry.

Further prioritizetion of establishments for inspection is
defined sccording to particuler charscteristics. Priority is given
to establishments that are likely to violate minimum wage legislations
such as sweatshops, those charscterized by substandard conditions,
those whose workers are mnorgenized or not covered by collective
bargaining agreement, those employing women and minors, apprentices
,&nd learpers, snd sessongl workers. At the same time, & more lenient
interpretation of smellness of employment size is specified. In
services, priority in inspection is given to estabhliskments with ten
o more workers; in a.grimﬂ_tu.re and in commerce, 30 or more workers.
Also, establishments which are found to be without violaticn in =

given year are mot to be ingpected in the succeg&in.g VAT,

In sumEneTY, the policy instruction covering the inspection of
compliapce b:l,r egtablishments of minimusm wage legislatione relsxes
further the coverage &nd enforcement of these laws.

Frem-41 [’lﬂ 1.';:-
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The corpliance with labor standards on minimum wages and other
VRS mppimts depends on the emloyers' sense of fairness to their
verkers, productivity and profitability of the enterprise, and degree
enforcement. Upnder conditiens of & large unemployment and under—
employment especially of unskilled or low skilled workers, voluntary
compliance is 1ikely tc be low if not dubiocus. The government therefore
must accompany its setting of labor standards with & vigorous enforce-

ment program.

Enforcement has been governed by a system of inspection #o

find out if firme are complying with the labor standsrds or not. In
cases of vioclations, conviction involves pensities of & fine of not

more than P2,000 and upon second conviction, inprimfment--. depending om the
discretion of the court. The chances of conviction depends on the chences
of being foud owt, and this is determined by the size of the mspéctinn
staff and the quality of inspection. The inspection of minimum wage and
wage supplements standards iz dome by labor reguletion foitﬂ'ﬂ. {(LROs)

of the Burean of Working Conditions. In January, 1971, there were
150 labor regulation officers. By November, 1082, they nusbered II.TE.

No dramatic fluctuations in their number cccourred for the ¥yearg in
between. The mmber of LEOs is definitely too smell relative to
the number of establishments to be inspected. Table 5 gives a
deseription of the number of establishments inspected during the

period 1976 to 1981. Taking the 1978 inspection coverage of

11,31k establishments as an example, this coverage comes to 62.7% of




e e e e e

Table 5. PERCENT DISTRIBUTION OF ESTABLISHMENTEWITH VIOLATION, BY TYPE
OF LABOR STANDARD VIOLATIGN, 1976 - 1981

Eatabliehments Found J
vith Violaticne on

Eat;;:i::h— General Labey Percent of Violating Establi sheént by Type of General Labor Standapd Viclate
EAR otandards 3 '
Inspected pam IneTgene
o i | Minimm 8 g; 13_ 13th Month  Repular Special  Overtime Racord-
_ Inspactad Husther Wagze ving A1 Pay ; Hn%idu.r Hnllaiﬂa;.r Pay Keeping
s o g{!ﬂﬁ ay oy
976 11,801 65.5 T:T30 13.5 2h.1 11.0 8/ a/ 33.8 Al
97T 14,291 50,3 T.188 g.1 20.6 13.1 8.¢ 2.6 , T.0 17.5
1978% 11, 31 k6.3 skt Lt 15.2 11.6 1B 4.0 38 16.1
.-su'fgy 13,057 Wi, 0 i, 626 £.6 13.3 9.4 h. 3 201 1 E K 15,6
9608/ 50} 85.9 433 23,1 Wh.3 19. 13,8 8.6 12,4 3.0
195.15‘# 357 80,9 | ey T 52.k 23.8 11.0 15,1 15:8 .8

e

&/ Included in overtime pRY.
&/ M1 regular ingpections wers suspended effective February 20 to April 11 as per Memo Circular dated February 20, 1978,

£ ALl reguler inspectiicns were suspendad per Memo Circular dated August 14, 1979, Data for 1980 and 1981 are sll based on
cempluinte inspection only

RUE: MOLE, 1681 Yearbogk of Labor Statistics, Table 19.2

-
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the total !:I.'Lm:l.'a'-}El:‘ of establishments in the industries included in the
pricrity list of Policy Imstruction Fo. EEuyl Such an inspection
coverage iz gtill low egpecislly if we congider the limited popmlation
of establishments as per Policy Instruction Mo. 20, which excluded
mining and guarrying. public utilities, commerce and services. If
the esteblishments with 10 or more saployess in commerce and services
are included {as per Policy Instruction Wo. 48 in 1981) in tie count

of the total eztablishments, the rate of inspection would drop to

13% of the total only.

As regards the quality of inspection, ome point is worth noting.
Inspection of establishments being s regulstory function, it is exposed to
mmfmh:fcb:%?f Such temptations inevitebly confront the LEOs and
would prove more irresistible the lower their pay. The (n0s receive
F1,:TT monthly at the supervisory level, P1,272 momthly at the senior
level and P1,043 monthly at the regular level. In addition they
receive a Ph5.00 per @iem for field work in Metro Manils and a
F35.00 per diem in the case of places cutside Metro Manila. H‘These
galaries are low given the present cost of livipg. The possible

influence of this economic condition of LAOs carmot be cvercome “hy

1'-"FEﬂm,y:l on a count of total establiskments with 10 or more workers
as follows: manufacturing — 9,976, mgriculture, fishery and forestry -
k,206, construction — 836 and transport, storage snd commnieation -
3,006, totaling 15,034 establishments. (WC50, 1978 Census of Establish-
ments. )




: measures such as raffling establishments for .inﬂpﬁﬂtim among LROs .u:r

roteting LROs smong regional sssignments.

The existence of cnzjruptinn in the inspectorate is revealed by
the suspension of regular inspection in August 1k, 1979 “in the
interest of the service,"2 Policy Instruction No. 48 (Series of 1981)
dated April 13, 1981 provided for the resumption of regular inspection
activities effective April 15, 1981. However, they have not yet been

regumed up to pow.

Finally, the penalty or pepmslties for non-compliance may also
serve 84S & deterrent to vislstions of the labor standards. However,

pana.ﬁ_:ien stipulated by the law do not seem hersh encugh to have a

preventive impact. "

Given the sbove deseription of enforcement by inspection, one :
can better Interpret the inspection performance summarized in Table 5
for the period 1976 to 1981, OFf the limited number of establishments
inspected during the period 1976 to 1978 when regular inspection was

[ 3
not suspended, 45.3% to 65.5% were Tound violating genersl lsbor

'E":Iuspectiﬂu activities were suspended once during 19T4=-75, ms a
regult of the Department of Labor's reorganization and again in
Februery 20, 1970, "in the interest of the service and in order to
safeguard the iptegrity of our field persompel =nd to place the DOL
beyond suspicion... in view of the political cempaign for the interim
nationel assembly effective February 20 to April 11, 1978.7
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standards which include the payment of minimm wage snd other wage
supplements. For this group of labor standerds, the highest per-
cemtage of violating establishments for the same three-jyesr period
was in the payment of emergency cost of living allowance. The -
relative percentage of establishments viclating other types of general
labor standards vary by year although more were not psying the
required 1322 month pey, minlmem wege and regular holiday psy.
During the suspension of regular inspection in 1580 and 1581
complaints formed the basis for the limited mumber of inspections
done. This readily explains the high percentage of viclating
estsblishments. The highest number of violations was im  the pay-

ment of emergency cost of living allowance during these two years.
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ITT. A Framework for Bvalusting Minimum Wege-Fixing

The ninlimm wage legislation which mey be congidered ss the
Philippine wage policy can he evailuated in terms of its different
impacts on the eccpomy. These impects may be classified into the
aJJ.nrz'_;:tive effscis of changes in relstive factor prices on resource
use, other market effects on the prices of output, quentities of
output, qumber of firms, industrial distributicn, location of

industrics, and income level and distribution effects [Petersom, 1962].

This evaluaticon is & relstively theoreticael rather than an
empirical assessment of the likely effects of wage policy. &Such an
approsch is chosen in view of the limited coversge and implementation
of the wage policy which iz deducible from the description of minimum
wage fixing in the preceding cheopier. This assessment 1s inptended to
gserve as 4 guide in the reshaping of the wage policy as a component

of an income policy.

Given the abundant supply of unskilled or low-skilled labor
relative to the demand for it, the labor marxet if left alone would
set 8 low price for labor. A minimum wage lsw acts ss a price conotrol

in the form of a price floor below which the wage of this type of lsbor

skill cammot go. This menipulation of the price of a type of labor skill

e



which alters the relative prices of different tiypes of labor and that of
labor relative to other non=labor inputs will therefore influepce

relative resource use in production.

The wage effect can have several component=. First, the wage
policy would have s direct wege effect in terms of an incresse in the
payroll that firme have fo pey the workers afferted by the legisiation.
Second iz ap inpdirect wage effect which may take sometime to ocour.

It results from the need to readjust the rest of the wvage ptructure if
only to try to maintain the wage differentials amopg different types
of Iabior skills bafore the miniime vage legisletions tock effect.
Otherwise, there would be dissstisfaction among other workers in the
upper wage levels sz the wage differentials are compressed from below.
A third effect which may be termed as en outward wage effect

can be found in relatively tight lsbor markets. These ire wage
inereases which non-covered firme or plants in the same labor market
will have to give %o hold thelr workers or recruit new ones. A
fourth component mey be the competitive effect which arises \rheg
former high-wage firms or plants are releesed from the competitive
-advantage enjoyed by former low-wage Firme. '.'I'.'h_*_;a: situation may lead
to mion pressures or labor-market demsnds for incremsze in wages of
workers in the high-wege firms as the employment and/or profits of these
firms increase. These wage effects tend to incresse labor cost and

may therefore adversely affect or lower the level of employment.




33

/Eﬁ:e impact on employment of mipimum wage legizlation is an

L::q:ririca.l question. The estimation of this impact would require
informstion concerning the elasticity of demend for the types of labor
skills affected by the legislation and tha“elazticity of suhstiti.}tiﬂn
AMONE ﬂirfe;*e_ﬂt. types of labor skills and labor relstive to non-labor
inputs for different firms and industrial sectors. An empirieial

estimnticn of the e

require imlating the influence of other factors on employment changes
in & given period.

The increase In leber cost may be countered by the legislatichs
efficlency effect. An increase in the minimm wage of workers who
vsed to receive lower wages mey now ensble them o afford better food
and 1Eprove their health thereby reising their efficiency levels in
work. In addition, the higher wage may serve ss an additional
incentive which would also lead to an increase in their efficiency.
Another source of improved efficiency in firms affected by the
legislation may come Trom laying off the least efficient workers
which may increase the sverage productivity of firm resulting in
lower cost. An empiricial estimstion of this efficiency effects would
agein require discrimineting among possible fa.v.':tura: that might cause pro-
Guctivity changee in a firm. It Is difficult to tell a priori what the

net efficiency effect on employment in affected firms wight he.




There are other market effectz of wage policy. First, if the
increase in minismm wages or increaze in cost of producticon lesds to
an incresse in the price of the oubput, then the affected firms are
likely to be less competitive relative to firms or ipdustries o Liheck
gre not equally affected. Second, there mmy alsc be a tendsney for
affected firms to resct to the increase in lsbor cost by lowering the
quality of 'l':htir output if they belong to highly competitive
industrie=s. Another reaction may be s decline in the m;tpu‘l:. of affected
firms andfor a shift to production of cheaper product li!;bes. These
reactions will have welfare implications om the copsumers. Third,
the increase in cost from labor may be shifted to suppliers of
materials to the firms 1 the firms attempt to get thelr supplies
at lower cost. A fourth effect mey be o decline in the pumber of
firms or in the oumber of plants. for some Firms as they oy to ad)ust
to the higher lsbhor cost in production. “The least efficient producers
are likely to close shop thereby reducing the nusber of firms in an
industry and loweripg employment. There can also be cheoges in
industrisl digtribution =sa more firms enter :
indvztries that are oot covered by the legiglaticon. A fifth effect
has to do with the industrial dispersion in the coumbry. The regional
degperzion of industries has been eocouraged by the governmment to slow
down the migration of population to urbesp areas., A major attraction
for industrial dispersion would be the lower relstive labor cost in less

urban areas, Minpimum wage legislation affecting these workers may
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therefore run counter bo this objective.

The wage rolicy will e=lszo yield income level and distribution
effects. First among these effects is the increase in momey income
of lnborers wio are covered by the legislation and are not laid off.
Conversely, there will be g loss of incame for those who get laid

off. To go back to the first group whose momey incomes inereazed,

it is even more important to find out if their real incomes also

: iﬂm. Eeal income iz a f‘uut'l;iun of money income and consumer prices.
Consider how an employer may reect to the inp;-ease in labor cost
resulting from & minimmm wage legislation. l.-“fﬁm employer may sbsorb
thie inerease in cost by a) lowering his profits, or b) by increasing
the price of his ocutput thereby passing on the cost increase to
consumers, or o by incressing productivity so thet the incresse in
coft may be compenseted for by en increase in output and profits need
not fall end ouwtput price need not rise, or d4) a combination of these
thres possible resctions. These varisbles will have to be monitored
in an iumme policy, otherwise & minimm wage revision may be negated
bty an increase in consumer prices. At present, the profits of
capitalists are not monitored, much less controlled, wnlike that of
weges and salaries. Productivity improvemenis has become & policy
concern and therefore a monitoring system is ﬂmr. being developed. The
rresent wage policy embodied in minimm wage fixing limps on one leg
because there is no corresponding poliey on profits, prices and their

reletionship to productivity. Many studies on minimum wage legislation
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(e.g., Sarirec, 1978, Fidelino, 1978, Bagtas, 1978, Carpio, 1978 and
Panganiban, 1981) assess the extent to which the effective minimm
wage levels enable minimmm wege earmers to maintsin s subsistence or
8 decent level of living. Hence, this study does not go imto this
evaluation. It looks instead on the ebility of this wage poliey to

reduce poverty.

Minimum wage legislation a8 8 poverty measure may be assessed
in termof the following criteris. First, how does the minimm wage
ineresse affect the poor. Do the poorest receive the incresse in wage
or wage supplements? If the minimum wage legizlstion causes the lay-
off of the least efficilent who tend to be the lowest wage earners, then
it is biased in favor of the less poor rather thean the poorest. If
minisnm wage legislation does not affect those who are unemployed then
it ie bimsed against the poorest. And thirdily, to the extent that it
does not cover those who are employed in the informsl sectors which are
characterized by lowest weges then it 1s biased against the poorest.
One therefore, is led to ask if there are betier measures to a,ﬁeﬁa:te
Poverty - poverty measures which can be so designed that the poorest

get to be helped the most. =

The wage policy may alss have effects opn the distritution of
income among sectors, perticularly between labor and the capitalists
or employers. Whether the effect ig to increase the share of lahor

relative ta that of capiteligts is ap empirical guestion and may be
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determined by the elasticity of demand for labar end the extent to

- Which the incresses in labor's income is compensated for by increases
in productivity andfor increases in prices for consumers and/or
lower income for raw material suppliers. Moreover, the income
distribution effects may have an impact on aggregate demand which in
turn mey affect the level of employment .

This section outlines a framework for evaluating the minimm- 1\

wage Tixing and points cut the research needs in empirically
estimating itz impact on employment, owtput, pricea, and incoms levels

and its distribution.
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IV. Towards an Alternetive Wage Policy for the Phillppines

The eveluation of the minimum wege fixing in the FPhilippines
reveals iis limited coverage, ineffectusl enforcement and hence a
1ikely minimel impact ca the reduwction of poverty. Its most important
function may be the setting of & standard subsistence wage level
against which pecple may compare their earnings and which can guide
their negotiations with their employers over wage levels. Also, the
tripertite dialogues pericdically held on minimm wage adjusiments
may be & good forum for the exchenge of views smong the different
sectors. It further provides s vent for grievances, which the labor
sector really needs more than the capitalists. The problem might lie
in the expectations arising from such dialogues, which if not realized,

rould lead to more Trustrations for the labor sector.

Negotiations over wages may be done on an ipdividusl worker to
employer besis or on s union to employer basis. & worker's chances of
success i3 better in the latter than the former set-up. However, even
the union negotiation with an employer mey be hampered by government
intervention favoring the employer for one reason or another. In such
a case, minimm wage-fixing serves to set a standard which employers
mey voluntarily subscribe to or mot. It is as if the function nf“the
government through the Watiopal Wage Council 1s to provide informetion

-
on how wages have been eroded by inflation and how much they ought to
be adjusted. This kind of information geperation and disseminstion
can be done in s more straightforwvard manner withowt going through a
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tripartite dialogue and a formel law or presidential decree.

What conditions would make the present format of minimum wage-
fixing work for the benefit of the lsbor sector for whom such.
legislation is intended. The govermment will hawve to pricritize the
netionsl goals in fevor of the labor sector. It has to desipgn e
total income policy rather than the current wage policy it has been
adopting in isolation. Tt hes to decide what the distribution of
income between workers and capitelists cught to be, and where the
increases in workers' income should come from. Should they come
Trom the capitaiists’ profits, from consumers or from productivity
increases? Individuel firms will have to be monitored with regard
to these different dimensions. In such a system, how can the govern-
ment make ipdividuals comply with what it sets? Would the government
have the politieal will to decide on the sharing -:.:f income among
sectors and confront conflicting sectoral interests? Would it have
the buresucracy to enforce such an income policy? These tasks seem

to take on heraic p.t-np:::-rt_.ipnﬁ.

An alternative syetem iz to leave the different sectors to
negotiate wiflw each other on an individusl or case by case besis, i.e.,
&t the firm level. What is critical in this set-up is the relstive
bargaining strengths of the negantia.$in.g sectors. At present the
locseness of thelah:rr market indicates & wesk bargaining position

for the lsbor sector vig-a-wis the capitalist sector. Under the




Lo

Fresent system, there is nc:lﬂriahle immedizte or even short-run sclutions
to the high unemployment snd underemployment, which can zufﬁcimtls-
strengthen the bargaining position of the lebor sector to spproxi-

mate that of the capitalist sector. The solution bearing on the =upply
side are long-run solutions. The demsnd for labor is mainly based on
private calculations of the capitalists and the government m.? not have

the resources to mop up the excess supply of labor.

The best alternative at this time iz to encovwrage labor
organizing, strengthen labor unionz and develop their capacity to
negotiate with employers. This system will require a dismantling of
existing controls on lsbor organizing and on union bergaining instruments.
There is already enough hiztorical e::;r:erienc& to guide & program of
astrengthening labor orgenization toward raising the lsbor sector's
bargaining power o a level that approximstes that of employers. If the
labor sector has adequate bargaining strength st the firm level, then
negotiations can be uniartakeu st thet level by industry and by regiom,

-

to take better stock of the ecopnomic viasbilities of firms.

The cther critical role of the government in this system is
: o -
information-generetion on veriables which sre covered in the negotistions.

Hence, it has to generste time series data on relevant variables such
*-

as: (1) subsistence income, (2] Telative cost of living by location,

(3) productivity st the firm level and at the industry level, by

location and by other relevant characteristics of producing wnits, and
£




(4) profit rstes of firm by industry for different locations. This

information will have toc be generally and convenientiy availshle. It

- iz the isbor sector that needs this independent source of informstion

more then the employers. This function of the government reguires the
o

ugefu;( or agencies imvolved to maintain a high credibility because

it-is the source of objective informstion against which claims of

sectors with vested interests can be compared,
:

o,

The govermment will still have the function of providing &
system of arbitration not only between the workers snd the employers
but-alsn including consumers, as wages, profits and prices given
rroductivity levels are determined. The srbitration msy be guided
by some generally accepted rule on sharing productivity chenges
which will bave to be established. The MOLE through its instrmentalities
will have to collect and disseminate information on the relewant
varisbles. It will have to define the different concepts and develop
expertize in the regular collection of such data. It has to acguire
considerable knowledge on every industry, slso arbitration E‘If;'-_lﬂ'tiEE,
and knowledge concerning business operations and general economic
conditions. These sctivities may reguire more from the government
buresucracy then what the current system does. Bat it is a different
kind of demand on the buresucracy; it is not s police function but an
ettempt to equelize the relative bargeining powers of participating

sectors in production.




For this alternative system to work, i.e., to give workers a
fairer share in production without causing a reneral disruntion in
the ecomomy, a re-education of workers) emplovers and the movernment
is required. Are we ready for this? %Would this be another attemnt
to force the society into'a system requiring values and attitudes
which have not vet taken root? Will such a system evolve naturally?

If so, should we just wait for it?

This is a very generzal picture of an alternative income npolicy
which includes wage determination, It is a system that will have to
be pondered on ml_'r:. seriously, to be given flesh mnd to be tested,
Like any other mew way of-doing things, it will inevitably encoumter
a lot of resistance. And like any change, it will dislodpe some
from their favored positions End bestow benefits to others. Bur

r

a choice has to be made.
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