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EMPLOYMENT EFFECTS OF LEGAL HINIMUDT WAGE
IN FHILIPPINE MANUFACTURING INDUSTRIES
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Despite ouy long; experience with.legal industrial 4,
minipum wages. their: employment effects remain undeterminegd,

or at best speculated...hipimym;wages.are stuck,in our. .. .

1ndustr1a1 p011c1es and 1eglslators 1nterm1tttntly hike
) NI i ool >y RO R

then Slnce the aovont of uartlal Law mlnlmum wages had
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stayed in our labor statute and were further raise d on

5T )“

':4ay 1, 1976 bv V1ttﬁe of Pre51aent1a1 Decree No.'JZQL

™~y

~ Local.studies done;so far have looked intp historical
employment before and after minimum wage increases, This
method, however, rarely, succeeds in finding ocut employment:
effects especially when, tire size of other influences are tgo

large relative to. the mininur;increases, . An . otiier . WOTGS, ...

the a11-4mP9¥ténﬁace£erlsapgrlbus,ccncltionzé§;n0§¢reallx
met by the.rgpeated yse of peforerand-afier methods. .In.y: -
spite of this, many of our researchers nevertheless conclude

that minimum wages have no.significant ¢isemployment effects.
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Some even have gone further ‘to- ‘assume that minimum wages

do not distort industrial wages, thus, there are no size-
able ‘disemployment effects [ILOF 19741 This’ econoniic
belief has arisen not ‘so much fron ‘empirical evidence as’
from poor ‘data and research techniques. <7 Yoo

.,-(\,,,;,._ _‘.,‘; . i . . O ; i.i ;

| ThlS paper deals w1th the wage and employment effects
of the 1ndustrlal(m}n1mum wages, v1z.‘P4 dally wage in 1951-
65, P6 in 1965 70 yand P8 1n 1970 77 (a 100 percent 1ncrease)
Due to_ data constraint, however the study is limited to the
1956-74 period. ' Evidence on ‘the effect of mihimum wage in-
creases would center .on key parameters, namely, tueelasti-
cities of labor demand and the  elasticities of average wages
‘to minimum wages. This’is acceptable because 'if dne can get
some significant negative demand ‘elasticities and positive
wage elasticities, the hypotliesis: that minimum wages '
adversely affect employment: would easily be'accepted.

RIS VAN S S, -

Lo Industrial ‘Exployment and Wages

Tables 1 and 2 summarlze respectlvely the employment

o 4
N

and wage 51tuat10n 1n the manufacturlng sector durlng the i

perlod“1956 -74. AVerage total employment in thlS perlod Mf

i
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Table 1

Employment in Manufacturing Industries, 1956-74

Industrial Average Coefficient of

Growth
Dlstrlbutlon 1956-7: *

IsIic L Average
No. '~ Industyy "' Employment Employment Annual ' Wapiatisn G
s 1956-74 %
20 rood 70,833 21, us% '
217 Beverage R ‘“”15;005' 3,94
22 Tobacco . .t 16,841 . - 4,95
23 Textiles . 39,870 12,09
24“ FoofWear u QB;BSSK v.‘é 15
25 Wood & Covk ~ | gy,28%¥ 77 iGvG ue
26 Furniture.§ Fixtures: 7439927 12424 v
27 Paper , J Pager Products 7,352 2,23
28 Prlnted & Publlshed o o
U DiiioMdterddls o G 13,609 1 4,13
29 Leather :§r:n' g 22703 0.52
30 Ruber 7,80 2,26
31 Chémicals @~V SRR pgg ol g gy
33 NonsMetallic - oAt 1134309 4,04
SN_;Baslc Metal o 6 608 C 2,00
A5 Metal Products o 6,8 ules
36 Machinery ' - ilglagsn 1.90
37 Electrical Machinery - 10,743 3.26
i 38 Transport Equipment 11,802 3.58
“ 39’ sMiscellaneous: . 6,537 . 1,98
QOrganized Sector L 340 947 - 100,00
' >Unorgan1zed Sector - 861 L8y .71.60
‘Total Mahufacturing 1,202,421 100,00 °
‘Paid Workers. . . 622,900 ©.52.1
- Unpaid Family o ‘
Workers 123,105 10,5
Self-Employed - . ;. S
Workers 450,105 37.¢€
U 0 Eo ‘

3.85%

ERTE

440"

13,94

-1.07

7,75

4,97

;10286

{5,820
11.5H,“,-_-

11.93

7.68' 7T T

9.86;
18,44
7.18
15,06

T 22,97

9.94

2,07 -

5.60\_

-3.66
2,40

) 55.1_‘] ..

Source: NCSO Annual Survez of Establishments

NCSO Census of Establishments

Employment s



was placed at 1 2 m11110n w1th 71. 6 per cent employeo in

s st s g e

?the unorganlzed Sector composed of estab11shments w1th less

than 5 workers. " Although thlS sector employed tne greatest -
”“number its average annual*employment -declined by about.-3.7..
per cent. In contrast the organlzed sector while employing
on the average only 20.4 per cent of the total 1ndustrlal
workers, recorded -an employment growth of 5.6 per cent. On
the whole, manufacturlng employment grew at an average
annua;,rate of_2,4 per cent. Paid employment (52 1 per cent
of total employment) grew by an annual average of.5.1 per
cent.as unpaid family workers (10.3 per ceiit oftotal employ-
ment). increased by 4.6 per cent but aelf-employed workers
(37.6 per cent of:totalpémploymentW annually declined by
-Odiper cent durang 1956%1974. curprlslngly, employnent
looked more unstable in the organized sector with a coeffi-
cient of variatibn of 28.%8 per cent compared to the

unorganlhed sector with only 9.8 per cent.

.........

In the organlzec sector, employmenthsbares and growth
rates. of 2 d1g1t ISIC 1ndustr1es mldely varied. The first
five 1arqest employers accounted for about 58 1 per cent of
tota}_employment'ln the sector. The food 1ndustry employed
on the”average, about Z1.5 per cent; followed by textile with

12.1 per cent; wood & cork, 10.4 per cent; footwear, 8.2

per cent; and chemicals, 5.9 per cent. The rest of the




indystries each employed less than 5 per cent of the total

employment in the organized sector.  The industries .with,
theilowest employment were: paper § ‘paper-products with. .
2.2;per cent; basic-metal, 2.0 per cent; miscellaneous, 1.98
éer cent; machinery, 1.9 .per cent:and, lastly, the leather..
industry which: employed the least number of workers of about
.5 per cent.

— , e
In terms of employment growtn, the heavy 1ndustr1es
1é3f ‘electrlca1~mach1nery recorded 22 & per cent average h
annual growthA basic metal 18.4 per cent machlnery, 15. 0
;éiiyééﬁf* text11e, 13. 9 per cent and rubber 1ndustry, 11. éx
per cent. In contrast the furnlture & flxtures 1ndustr}
experienced about 5.0 per cent annual increase followed by
tobacco with-4.4 per cent; food ‘industry, 3.8 per cent;
miscellaneous, 2.1 per .cent; and footwear .which had the: . :
lowest employment growth of -1.1 per cent. To summarize;: . -
while 12 industries (mostly heavy.ones) enjoyed more-:than ;-
seven per -cent annual increases-in;employment, only two .::.
indystries -recorded less than ;3 per cent employment growth.:
Employment seemed unstable with coefficient of variation

ranglng from 17 1 per cent (prlnted & pub11shed materlals)

to as h1gh as 55,7 per cent (ba51c metal)
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L7y With respect to wages; it is unfortunate that data.::

on the!unerganized sector are hardly availavie. Table:@y piv
theréfore, pertains only to annmal wages in-the organized:i

o indusgries’

<

gectors.: During 1056-74, the five lowest payin
were textile" (P3,999 per annum), wood. & cork:(P3,L10)4%-

tobacco (P3,615), furniture & fixtures: (P3,512) and footwear
(F2,641). All five industries are classified as.lignt?  «.

1ndustr1es, employlng on t1e average, abouv 24 .9 per cent of
_ T Gyt
the total employment in tbe orc nlzed sector On th other
s Ly cr Loyt hn
hand the f1ve hlghest wage 1nuustr1&s were chemlcals

e oty Tyl

(?7 278)4 beverages (?S 961), prlntee & publlsreu mdterlals

L U

: i
(FS 766), ba51c metal (YS 397), and trans ort equlpnert
i‘ o i T P I b

;On .total wdge share, therfoodrindustry accountedc for"
about--19.9 per cent;«followed by textiles witii.10.5npér cent;
chemicalsy 10.0 . per cent; wodd:§ cork, 8.9 per-cent;zand i
metal products, 5:5sperscent.: These five industbies padd
about.54.7 per cent-of the-total:wage bill in the otgenized«

o L
sector-while the remaimning industries edch paid less than b

per centairey o o wiidiaon o s e ) RN
TR &1 NENCTIRE PRI LU BEPPRNE S B ST ‘ AN S S S I R A
In terms of average waﬂe ﬂrowth six 1ndustr1es
L gy I R I RN AW

experienced more than 10 yer cent average annual wage increases.

The beverage industry led with 12.9 per cant; followed by




Table 2

Average Wages in Manufacturing Industrles
(1955 74)

- . oo
0 T

Dlgtrlbut;on Annual Growth Coefficient

;iTC:': Industry - :SZZ§:g§’ of Total Rates of of Varlatlon
; 0 i 1856~74; .« Wage Bill, .,Avenage Wages . of Average-
1956-74 Wage
R T ! e T ST R
20  Food 4,181 19.86% 8.3u% 3y, 7%
21 Beverages 5,961 5.27 12, gsjiijtfjf -35.7
22 Tobacco 3,615 4,04 7.u48 36.0
23 Textiles 3,999 10.47 5.85.: 43,0
24 Footwear 2,641 4,21 10.36 29.6
25 Wood & Cork ~..3,810: . 8.93 6.58 ... 30.u
26 Furnlture & letures ; 3,512 1.75 7.15 31.6
27 Paper & Paper Products 5,313 2.81 8.98 3.6
28 2- ‘Printed & Published ~ ' 5,766 4,88 8.11° 29.5
29 Leather " orials 13,558 . 41  6.95 25.8
30  Rubber 5,004 2.59 10.28 311
31 Chemicals 7,278 10,02 12,00 . 41,3
33 Non-Metallic 4,798 U 4.390 % 4007 ‘7 - - 36.8
34  Basic Metals 5,397 2.66 11,48 3642
35  Metal Products 4,982 5,46 9.11 32.1
36  Machinery 5,218 2.21 7 saws 30l
37 Electrical Machinery 5,305 4,10 9.20 3445
38 Transport Equipment 5,370, : 4,23, 8.29 . 27.8
39 Miscellaneous 4,173 1,76 6.33 23.6
’ Organized Sector 4,730 .. .-100.00 5.90 . 33,8

Source

'NCSO  Annual Survey of Establishments

NCS® Census of Establishments
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---—-per cent annually, with--textile. recording the lowest

chemicals with 12.0 per cent; basic metal,

11.

5

per cent;

footwear, 10.4 per ceént; and rv uer 10.3 per cent. All

industries have increased average wages by rmore than 5

- increase of 5.8 per cent. Like employment,

'wag§§ alsd’displayed high fluctuations,

A

cent (textlles)

\,._'

II1. The Model -

with

a

however, annua

1

coefficient

In an economy where unenployment prevails;, a legal

mlnlnum‘wage 1ncrease woulg reduce enployment growth and

the higher the_lncrease, the greater.theireauctlon,

paribus. Thig*hypothesiS'critibally assumes

elasticity of demand for labor. lHoreover,

-
[~4

negative

disenployment

effects vary among workers an¢ among industries uecause

labor denands have V“rfld elasticities.

Th

us

the model

of varlatlon ffom 23.6 per cent (mlscellaneOus) to 43,0 per -

ceteris

re11es heaV11y on 1ndustr1a1 employment functions and fhelr

corresponding labor demand elasticities.

employment func¢tion can be specified:

1 R ='n* 17 . : g
(1) N, ag - aglyy + az(VA)lj o

Symuollcally, the

wij nhy B2
employed in the jth lndustry '

V&Qﬁa&
i3 n

V;

1j

unoer Of workers 1n tue 1tﬂ group

are,




respectively, the wage and value-added pertaining "to Nij‘

Assuming away "giffen'" labor [Russell 1964, VWinch1965, and
Fedgu'son {1968} 'the coefficient of ’wij is usually nega-
tiﬁéﬁlﬂ‘*dﬁ“tdntrast, the sign of the coefficient of VAij
is normally positive but it may turn negative due to possible

scale effects [Todaro 1969].

| A minimum wage jpcrease, however, can affecf vNij
to the extent that it affecﬁsluwij first; vThgs thgﬂ@?del
equally relies on wage fun;tiqns that have minimum wéée as_
one of the independent variables. Symbolically, a Qagé o
function is specified: ' s

(2) W5 = by + b (W) by(VA); + ..

‘where MW is the industrial minimum wage. An increase in-
minimum wage raises not only the wages of below-minimum
workers but more so those of above-minimum workers due to
wage differential adjustments [Peterson 1962 and Granclich®

19767. A g e A R R FAT e

1/

— Ignoring the false -analogy theorem,:''giffeh” input
s not the only case for .the indeterminacy of labor demand,
as the "giffen" output.is not the only condition for ap.ypward
sloping demand curve. On the latter possibility, see~: ...
Vandermeulen 1972. S o S e e o L

N T R S S
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- By definition ny.® (dL/L)/(dW/W) and e, = (dAW/AW) /
(dMW/MW}awhere: oy ~is the elasticity Qﬁ;laborydemanﬁgﬂQWEL
is the elasticity of average wage - to .the m:'u}imt.:tm,;frixaz_age.,:,.‘_I_,,,,i,s».j
labor, and W is wage rate. In effect, the .employment é¢ffect

.due -to minimum wage  (dL/L) is estimated hYé(ﬁd)QEWIQQMW4MW)-
During 1956/74, however, dMW/I = 100% (from P4 .to P8 daily.
minimum wage). Moreover, in the Philippines, with labor
surpiué, Gé céﬁ éséume..gﬂég Oﬁiy minimhm waégﬂéﬁangés affect
théyéhéngéé in the average'&;ges. Thus the é&pléyéént éfféct
dL)i iéﬂst;éigﬁﬁfoﬁwardédzéegéfﬁine& by (nl)(ew).z/u o

-,

Eecause the employment of covered workers would :grow .
less under a higher minimum, the employment in uncovered or
non-enforcing sectors may incfease or femain unaffected.
In.other.words, the model is not inconsistent with employment
behavior not explainable by wages, pargjcularly minpimum wage.
The .informal sector, or even small firmg,in the organized
sector may likelysviolate the minimum wage law. Thus the . .
model is perhaps only valid to explain or predict wage and. .,

disemployment effects of minimum wage increases in the large

P ZﬁMultiple regression techniques are usedi'te isolate
‘theveffects of minimum wages from other numerous “factors ’ -
ffMoore 1971, Kalchek 1965y and Xosters and Welch 19722]:  °And
more recent studies use regression to determine wage and "
employment effects through measures of structural ‘paraneters
particularly labor demand elasticities {Zucker 1973, Katz
1973, Mattila 1973, Gramlich 1976, and Mincer 1876].
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firmeyim;phe;formalu(orggni;ed)ésector.

III,_PTheLData.

toee ’
: v

" The aggregate employment data weré taken from the

Labor Force published by the National Census and- Statistiés'

Office (NCSO).: The labor survey was conducted semi-annually’
usuéii&‘ih May ema'bcfober‘(or November) during"}95647i;'aﬁ&:
recently on a quaterly basis. To be consistent, the average

semi-annual or quarterly employment estimates were used.

The NCSO Annual Survey of.Establishments supplied the wage

and;ya}ue-added data whi;exche_S;atistical Bmllet;n‘of the:;;

of the Central Bank was the data source on consumer price.

. index used to deflate wages and/or value-added.

i

"' The Labor Force limits thé estimation of labor demand

'and wage elast1c1t1es to the total industrial’ employment

yet it presents industrial employment into three maJor
classes, namely, (1) self-employed, (2) unpaid famil&;”aﬁ&y '
(3) paid workers. One can further divide the aggregate -
A1ndustrlal employment, 1nto (1) organ;zed sector, composed of.
'festabllshments employlng more than 5 workers, 1nc1uded 1n the

WAnnual Survey of Establlshments,iand (2) unorganlzed or. 1n-

formal sector, composed of establlshments with less. than 5

““workers as extrapolated in the Labor Force. ”yﬁ,;;@3ﬁ‘,¢§“¥"

3
i
11
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For the organized sector, the annual publications of

the NCSO Annual Survey.of: Establishments:’ on manufacturing i

industries provided the main source of time-series data
during 1956-60, and 1968-74. During 1961, 1967, and 1972.:.

HNCSO censuses on establlsnments were conductee 1nstead of

U

the annual survey From these annual surveys and censuses.

el s oA Z

were taken the needed data partlcularly on employrene, wages,
S I Y0 - r G e

and value- added at the 2 Ll“lt ISIC 1ndustrles in thne organ-

1zed sector.s/

Q)('

“ Labor:groups-in dndustries-of the organized sector
can:be subdivided according-to the size of the'establishments
employing them: (1) small:establishments with less.than:20:«=
workers, (2) large establishments with more:than 20 workefs.
One can also havei:further:employment subdivision >y -industries.
Slnce there are 19 1ndustrlec at the 2- Glﬂlt ISIC levels one
can estlmate 1abor cemands and wage equatlons ef“the 38 1ndus—

trlal labor groups, in addltlon to the more abgregated 1abor

grouplngs.

—fne 1ndustr1a1 censuses, however, d15u1aed some dev1a-
tions. from:the annual. survey:estimates of some.variables.:*
Employments in almost &all industries, for 1nstance, are remark-
ably higher.in the censuses~than as estimated; in-~the surveys.
It is tempting then to conclude that the annual surveys' time-
series are not -continuous.thru:196%1, 1967;:-and:.19%72: - Yet: for
lack of better alternatives for the regressions 1961, 1967,
and 1972 observations:are included." Moreover, small and- 1arge
establishments are dlfferentlv deflned in the censuses compared
to the surveys. Come P R : v
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IV. Regression Results

—-The model was-estimated with time-series annual data-
(1956-74) using the Ordinary Least Square regression ﬁbdéi;
It was fitted to each-wage and employment group with avail-—
able data. . Here, however, only acceptable regression
results are presented. Kegression estimates were accepted
on the basis of significant't-valueé of every independent
variable, theoretically right coefficient sign, high ﬁz,
and DW statistics:fhat indicate g? least an inconclusive

test of serial correlation.

Tables 3-5 summarize the estimates of wage functions

for'the orgénized manufacturing indﬁstries having the mini-
mum wage as one of the explanatory variables. The most
important estimate here, as in other wage functions, is the
elastiéitf of minimum wage (measured by the elaSticity at
the mean value). Table 3 presents estimates for the organ-
ized sector. The elasticity at the mean value of the minimum
wage variable ranges from .5 to 1.0 which exceeds those of
other explanatory variables. The estimated elasticities
imply that a 10 percent ihcrease in the minimum wage would
raise the industrial average wage in the organized sector by
5 to 10 per-Centfs-Sﬁch implication ig hardly surprising
because substantial.wage gifferentiai édjustments,usually go

with the compulsory wage increases.
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0]

Regression Results: Wage Equations on Organized
Manufacturing Sector 195674

RO T R oo BN

Selection Intercept _ Indenend. nit Variables

- e -
S VAN L

[ S)

=
=
4 <
i
ot
ol
&
=

.9) (7.0) ,
var i oN ST mETen & B
0.6 0.2
Eai i f X o i P
.
Sy ': o '_'.i ’; S R .
2 502,90 21 .6 7.7 .98 0.9
b ((.507}‘ 3.3)
G.5 0.3 ‘
l" ,\ t ” ~
3 -107.5 486.3 .89 1.3

N

N

N
-> -

(@] wl

. S

(Numbers in parenthuses are t-values. Numbers
below the - parentheses are slastidifies at the
mean values.)

Motet o L L e n e

Depencdent Variable _
RIS AW = average nominal waée Der’ annum in the
vrgan¢zcd seﬂtor

. el P LT
Inaeo ndent Varlabl:s

MW= industrial legal.minimum wage. per.dav.
VR value-added in the organized sector
..t = time variable;. 1 for 1956,,2 for 1957,
S . . ., 19 for 1974

fl

:: Soubce of Raw:Data: HNCSO - Annudl Subvey” bE EstabBliishments
: NCSO Census of Lst b‘lsnﬂ nts
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Foi. sectoral estimates, Table 4 summarizes the
—results~on~wagew£unctionSWat~theworgaﬁized 2-digit ISIC
.ihdusfries. ﬁesults‘ééen significant only in ¢ indusfries:
namely, food,>wood & éork, furniture £ fixtures, printecd §
published materials, rubber, bdsic metals, machinery, ‘elec-
trical machineéry, and ‘miscellaneous. A 10 percent minimum-
- wage would affect the .average wages ly 5.3 percent (printed

(]
(%Y

& published materialsi to 7.C percent (electrical machinery).

“ In terms of diqhotomizeé secteral results, Tablé'S
presents the eéstimated wage functions Uy size of establish-
ments ir the 2-digit ISIC industries. 1In 13 industries the
legal rinimim. (together with value added) seems to have
influepced th¢ average wages. ln all these industries,
however, the legal ninimum has affected the average wages
only in large estallishmerts. An increase of minimum wage
by 10 percent:would raise average wages from 4.3 per cent
(rubler indusfry) to §.Z rer cert (tobacco). HMost industries
affected Ly nge adjustnents are net necessarily low-wage
ones. In otiier words, tie industries that seem to lLave in-
significant wage adjustments are not necessarily aigh-wage
industries. Ferhaps the results can be expglained partly by
the strong labor unions, high profits, less‘wage.violdficns
(and/or more reliable data) in the large vis-a-vis small ™
firms in the affected 13 industries and also COnpared,§o

the large firms in the unaffected six industries.



Tzble 4

Regression Results: Wage Equations on the Organized
Manufacturing Sector by Industry, 1556-74

égIC Industry - - -~ . Intercept: Independent Variables )
) MW VA R I
20 Food | - 739.1 448.6 0.01  0.76 3
S e o {2.7) “2.1) o :
0.60 0.22
25 . Wood & Corx 663.2 . h4€S.1 C.0L  0.76 . 1
) T (3.y) (1.2) *
Lh{ M : 0.68 .1'
26 ' Furniture & Fixtures  © 2G4.7 Tou20,2 7 10,22 0.83 2
(4.6) (2.4)
0,67 0,25
28 Printed & Published o 1,882.% Skl s - 0.08 0.64 2
Materials (2.8) (1.8)
. §.53 0.2k
30 Rubber -~ ' 1,152,7 436,2 © 0,07 0.64 - 1
{2.8) (1.9)
- D.54 0.23
3%  Basic Metals 1,331.2 589.2 .05 0.69 1
(2.2) (1.6)
0.61 J14
36 Machinery 1,343.9 615.6 0.05 0.63 1
: R (4,0) (1.4}
0.65 0.08
o i
37 ,Elggtrigal Machinery.: £69.2 E65.5 0.0k 0.76 2
. ' (3.1) {1.7)
0.70 .  0.17
39 Miscellaneous . 800.3 SBY2E T 0405 0 0.BL 2
(5.5) (2.3)
069 0,12

__(Numbcrs in parcnlk es are t-values. Numbers below the pareathese
are elasticities at mean values.) -

Note : Depend;** VarlabW
. AW = average nomlnal wage per annum
independen Variables: o

MW = industrial minimum wage per day
VA = annual industry value added

t

T = time variable: i for 1956, 2 for 1957, ...., 19 for 19
Source of Raw Data.: NCSC Annual Survey cf Establishments
NCSO Census of Establishments




Table 5 .

Regression Results: Wage Equations on the Organized
Manufacturing Sector by Industry and :
Size of Establishment, 1956-74

ISIC‘””””fﬁaﬁgff“““”“‘ ~vuSize-9£~--1mtwfw w¥mwlndependentnVariablesmmm:Q.HMWWM-
No. UStEY. . . Establishment ~TC€FCePT. THy VA T R pw;
20 . Food. . . - . . ..lavge.... 17.2. . 368.5  0.005. ...  0.76 2,43
_ o (3.5) (2.93) _ ,
el 0.76 0,22 SR i
22  Tobacco © Large 121.3 - 318.3 0.01 0.83 1.94
0.82 0.12
23  Textiles : Large 675.7 119.1  0.01 0.84 2,09
(3.0) (3.1)
0.52 0.16 e
25 Wood & Cork - large 231.4 301,7 0.02 0.86 2.32
e (78.0) (1.9)
0475 0,15
Large 255.0 253.2 58,0 0.85 1.85
(2.3) (1.7)
0.63 0.86
26 Furniture & Fixtures Large 368,5 206 .4 0.2 0.81 2,56
(2.9) (2.8)
0.57 0.25 "
27 Paper & Paper Products Large 230.9 448.3 0.0 0.84 2,40
(3.7) (2.3)
0.78 = 0.14
30  Rubber Large 878.9 220.3  0.07  0.78 2.3
JSY . tabber L. eree Y (Y - e
0.43  0.27
31 Chemicals Large . 823.2  ©399.9 . 0,03 .,  0.91 2,29
(2.0), (4.1) .
0.48 . 0.34
Large. -209.9 . \4-7'8/_.;,5 ' : 'v:éyls.u 0.86 1.77
(1.7) (2.5) ‘
0.58 st TRy 0.47




Table 5
(Continuation)

Regressicon Resu;;s‘ Wage Equations -on the Org<n1zed
Manufacturing Sector by Industyy and :
Size of Establishment, 1956-7Y4

18

ISIC  8izé of Intercept independent Varlables
No, ==~ -Industry - - ‘Establishment- T P g Q) e
naustry © MW va  t 827D
3 Basic Metals . Large 331,4  429.7 0,03 .82 2
(3.2) (1.9)
) . 0.77  0.12
35 Metal Products . Large 731.2 258.3 0.05 0.81 2
(2.1) (2.5)
. 0.48  0.27
36 Machinery : Large 711.4  347.8 0.067 0.74 2
(3.7) (3.0)
0.64 0.12
37 Electrital Machinery Large 457.8  815.1  0.06 0.92 2
(3.4)  (4.3)
. 0.58  0.27
Large -1.5  380.5 92,9 0.86 1
(ztv} (109)
0.70 10,30, ..,
38 Transport Equipment Large 1,083.6  270.7 0.05 0.72 2
(1.7) (2.3}
0.45 | 0.23
(Numbers in parentheses are t-values. Numbers beliow narentheses are

elasticities at mean values.)

Note:

Dependent Variable -
' AW = average nominal wage per annum -
Independent Variables:

MW = dindustrial minimum wage per day
VA = value~added
-t =

o7

Source of Raw Datai: NCSO Annual Survey of Lstablishments

NCE0 - Census of Establishments

time variable: 1.for 1956, 2 for 1957, ..., 19 for 1974
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\Q_To summarize the wage estimates,.contrary to popular
hunch;i(“the results ‘argue - that the minimur wage has-signi-. -
ficantly?éffécted”the?évéragéﬁwagés iavthesorganized 'manufac-
turing industriés; pasticularly large:firms. Althouphsitzise
possiblé“thét*éverég@ﬂWﬁgeebmayrinfluénceuthe:minimum,imorezv
often) hoWtever, éollectiveér Lbargaining wage revisions.are:
based“6n’the'prevailing mininum wage: (and not:vice versa).

S T R R S SO e b C b

Tables 6-lC report regréSSxon results on Lnduerlal

employment functlors. TJe most 1noortaﬂt estlmate here
J( e

pertains to 1abor demand elast1c1ty estlmatec by the elastl-

c1ty of nean value of the wage Varleble.‘ Comparea to wage
results (iable 3 5), tne erp‘oymept recr6531ons Aad more

TG

acceptable results because ‘two wage varlaules, nomlnal or
SR 35 N YRR U R

I

real wage, were aiternatlvely trLeu.

4/ILO 1974 for 1nst9nce, uent as far as to conclude
that there is._ ”11tt1e in historical pattern of wa age.move-.
ments in industrial estaulishments even in the Tanlla area
(where the minimup wage . is most effectlvely enforceo) which
would indicate that ninimur wage exercised a major influence’
on changes in the earnings 1evel of . unskllleq workers'"
{p. 353). Sucii observation is Derhaps due to the ILO's use
of Central Bank. data_ omn. earnlno or wagres from. established.

corporatlons. noreover,'lt is dlfflcult to detect & relatlon,

mucii, more- causation, from ocular, inspection of historical
diacrams, as done 1r I1LO 1974, lly estiamtes ‘here, however,
depend crucially. op_the. satisfactory fulfillment of the. usual
assunptions involved in time-series O0rdinary Least Square o
regression model.. . ... .., ... -- . - R

H ;,;‘.A R N A L A
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Table 6 presents regression results pertaining to
the aggregate manufacturing, sector. nglectipng;-ﬁ»argue
that, with-other:factors;, the average.real wage in the. .
organized sector explains.more than 90 per cent, of the
variation ih. total manufacturing employmentf} Lavor.demand
elasticity ranges from -0.3 (for paid workers) to -0.6 (for.
total :workers) which implies that employment is negatively
related to real wage, and also, that demand is inelastic,
i. e., less than one. Tn Lhe organlzed sector selections
4- 6 also suggest that real wageL)%o a 51gn1f1canu extent
adversely affect the employment in the organlzed sector.
Labor demand elast1c1ty ranves from -0.6 to -0 8 In con:
trast regression results on the unorganlzea sector uhpaf&ﬁf
famlly, or self-employed workers in the manufacturing sector
do not indicate any significan: wage-employment relatlon.

_On the 2-digit level induftries, Tables 7 and 8
present‘employment function_eéfiﬁefes based, reepectively;*‘
oﬁ ayerage nominal and real wages.:'Em§IOYment'de§en&s-on
average nomlnal wage, among others;‘1n eight 1nuustr1es,
namely, food footwear,_wood & cork, chemlcals, non- meta11c,
metal products, machlnery, ‘and transpdrt equlpment 1ndustr1es

{Table 7. The estlmated lébor cemand elast1C1ty ranges from

-0.19 (in chem1Cals) to -1.5C (in the footwear 1ndustrv) ilh

contrast, real wage “'explains' the total sectoral employment




-
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Table 6

Regression Results: Employment ﬁquations on Aggregate
Manufacturing Sector, 1956-74

Independent Variables

Selection- - -Dependent - -Intercept---

Variable . RH va ot R DY
1 Ny 1,431.4° -0.3 0.1 0.92 2.1
o (-2.4) (12.8)
-0.6 0.4
2 N. 517.0. . =0.1 0.1 0.92 1.6
P (-2.4) (13.0)
. =0.5. 0.7
3 N " 508.9 -0.1 28,0 0.97 1.9
P (-2.1) (22.1)
-0.3" 0.u
4 N 375.5° -0.1 0.1 5.1 0.99 1.7
© (-7.2) (4.6) (2.1)
‘ -0.7 0.5 0.2
5 N 376,2 -0.1 0.1 0.98 1.4
; . (-7.6)-(27.1)
-0.8 0.7
6 Ny 393,2 -0.1 15.6  0.97 2.2
' ' ’ To(=.2) (19.8)
—006 Oq5

(Numbers in parentheses are t-values. Numbers below
parentheses are elasticities at mean values)

Note:
' ‘Dependent Variables’
Nt = Employed Workers in the aggregate manufacturing
sector
N = Paid Workers in the aggregate manufacturlng
P sector
Ng = Emploved Workers in the organized manufacturing
. sector
Independen Varlables i
T =R -2 g verage--nominal -wage- per—aﬂﬂum &efiated-by ~*the-
consumer price index :
VA = value-added 'in the organized: manufacturlng sector
t = time variable: 1 for' 1956 2 -for:1957,...,19 for
1974 - : o B
Source of Raw Data : NCSO Labor Force

NCSO- Annual: Survvy of Establishments
NCSO. Census of Establishments ’
CB Statistical Bulletin

S



Table 7

Regression Resulits: Employment ufu,tlonu {based on Nominal Wage)
ector by Industry, 1956-74

on the Organized Manufacturing

(Numbers in paren
elasticities at mean values.

theses are t-values,

Humbers be low

IsIC Inde dert Variables
No.______Industry Intercent Ay v £ 2. pw.
20"  Food 51,408.2 ~7.0 3882.3 . 0.85 1.3
T e (_3.4) €7;2}- - -
-0.,142 0.55
24 Footwear 41,337.4. -15.3 1.2 1234,2  0.72 1.1
(=b .4 (4.2) 2.6)
. _ -1.30 C.5% G.u6
54,506.2 -7.3 1.1 0.63 1.5
(~2.6) (3.4}
) -0.77 0.48
25 Wood & Cork 28,572.9 ~5.7 0,87 1.8
{(-1.7)
-0.64
31 Chemical 10,u468.8- -0.5 1274.,9 0,94 143
\“*-5) <('3)
N -0.1% 0.565
33 Non-metallic 5,684.2 -1.2 675,83 0,79 1.9
' (-2.2) (6.3)
-0.38 2.73
35 Metal Produocts 11,858.2. -1.2. 0.1 828, 0.69 1.2
S . (-1.8) (1.8) (4.2)
-0.37 0.15 0.51
13,291 -1.2 912.5  0.64 1.4
T (-1.7) (w.u)
-0.37 0,56
36 Machinery 5,85¢.2 -1.0 C.5 292.5  0.78 - 1.2
(-2.6). - (5.8) (2.8)
-0.82  0.42 5,47
38 . Tranéport Eguipment $;639.1 ~1.0: 750.6 0.79 1.0
(-2.5) ( 7.04)
0,46 0.5k

parenthesas are

¢ Note:

Independ
AW =
VA =

ot =

Source of Raw Data:

Dependent Variable,
N._;,.avcrace numbex
ent Variables
averagze nominal wage DOr an
value-added
time Vi’laDlC'

MG
J.\CD

-

of pe

1 for 1

s0ng, cmOLovﬂd during

955

cllg

Ny

fdf ¢9 7,..., lg

G Annudwiﬁhrvt” of Establiishments

HCSO0- bunsu, cf Fstaplishments

the year

for 1974




Table 8

Regression Results: Employment Equations

(based on Real Wage)

on the Organized Manufacturing Sector by Industry, 1956-74

23

: =) 1
;SIC Industry Intércept~w”~1ndepenbvnt Varlables e
O . RV VA t R DW -
20  Food 77,231.7 -7.2 -0.04 2,796.7  0.88 1.86
' (~4.3) (-1.8) (6.2) :
~0.38 -0.10 0.39
77,2644 -5.8 0.09 0.58 1.29
(-1.3) (4.2)
-0.31 0.22
74,176.6 -6.5 2,106.,9  0.86 1.74
(-3.7) (9.2)
~0,34 0.30
23 Textiles 16,7147 1.y 0.6 0.93 1.76
L (-2.0)  (12.7)
- N -0.11 0.69
25 Wood & Cork 32,2u4.9 -4.5 0.5 0.68 2,19
(-1.7) (5.4)
=045 051
26  Furniture §& 10,042.7 -1.7 0.7 0.63 1.61
- Figtupes - e (22, 8) #.3) - TR
-0.58 0.38
12,029.3 -1.9 145.5  0.49 1,72
(-2.4) (2.3)
-0.82 0.183
36 Rubber 7,609.4  -0.8 0.2 0.63  1.27
(-2.8) T (u.9)T
~0.52 0.50 N
78255 03 4174  ©.88 1,46
(-1.7) (10.5)
-0.20 0.56

Con't.
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v Table 8
(Continuation)

Regression Results: Employment Equations. (ba
Ind

on the Organized Manufacturing Sector by .
s .

ISIC o - Indepenaent Vari;bi;s

Industry - Interceptii . —= -
No. 5 RW VA t R” DW
31 Chemicals .  11,882,6  -0.4 ' 1048.1  0.94 1.
: (~241). (16.8)
"0-15 O.Sl{.
33 Non-metallic 10,648,2° ~1.1 7 0.3 0.69 2.
(=2.4) (6.2)
-0.36 0.56
34 Basic letals® 3,156.3 -0k C.1 Li4,2 0.95 2,
s (-2.865) (3.8) (6.5)
“0032 0022 0063
36 Machinery 11,360.8 T 0.2 0.84 1.
~ (=Ho4)- (4.3)
-1,08 0.26

(Numbers in parenthescs d“° t-val ucs. Numbers below parentheses are
elasticities at mean valub: )

Note:
Dependent Variahle
- N «= " average number of: pﬂrs ng emploved during the year.
Indc:bndent Variables

RW average nominal wage par annun deflated by the
consumer price index.
VA =  valwe-added

t = +time variable; 1 for 1956, 2 for 1957, (.., 16 for 1
Source of Raw Data: V€SO Annual Survey of Este LllSuue“_
NCSO Census of Establis

hne

R
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changes in nine industries, namely, food, textiles, wood §

cork, furnliure & fixtures , rubber, chemicals, non-metallic,

‘ basic metais and the machlnery industries (Table ‘8). Labor

i demand elast1C1ty ranges from - 11 (1n textlle) to -1.08 tm

(in mach}nery). Five ipdustrles, namely food, wood § cork;
chemical, non-metallic, and machinery have significant labor
demsnd eiasticiti;s in ferms of nominal ah&xreal wages. All
| in all, however, 11 1ndustr1es display s1gn1f1cant negative
elast1c1t1es in terms af elther nominal or real wages. The
11 industries might have significantly influenced aggregated
employmeﬁt in thé orgaﬁized séctor since they employed about
73.4 pér cent aﬁd paid 64-74 per cent of the total wages in

the organized sector (see Tabies 1 and 2).

On the other hand, Tables 9 and 10 summarize the
estimates of industrial employment functions according to
size dichotomy: large vis-a-vis small establishment. Again,
employment is spscifiei to depend on nominal or real wage,
value-added, and/or time. In Table % the estimated labor
demand slasticit§ (based on nominal wage) in small establish-
ments ranges from -0.26 (food) to -1.40 {(footiwear) while for
large ones, elasficity-ranges from -0.23 (chemicals) to -1.42
(printed § published materials). In contrast, Table 10
reports that thejlabor demand elasticity (based on reai wsge)

in -small establishments ranges'from -0. 56 (metal products) to

866?

Usiverst. o’ Tha s UL ipees Syd-

:‘ci‘! 2 L 1L SO

Dm-.., Qini-d u.




Regression Results: Employment

on the

-Equaticns (ba
Crganized Manufacturing Sector
and Size of Sttz...rl_" Su.mbut 1356~

Fominal Wage)
Industry

I1sIc

No. - Industry

KR TR

SEEN

varfaples = © v
VA -

$Qige of ot

Establishment

.Ig?erCPPE:;;AW;

wo

PO R : .. el N . s ¢ ,. . -

20  Food: " small 15,263.4 e 47901 TioLge
. (3.7)
K 9,307

Large 4 080.3 -7.9 0.1 2,530.4

PivE e an SN (=2.9) (2.1) (5.2) 5~ -
-0.39 0.10 0.49

-- S . E RERE I ; iy b b

’ "' 'Large 40,148.8 ¢ =5,2 2,878.5 0,81
— Lty 4('1ig)hw? (Jr*)
. =0.30 0.50

21 Beverages

A}'

l-J N
[
*

23 Text

24 Footwear

S b
5

|2 .

& el B

26 Fupnituré:§

Fixtures

B AR

Large 392.8

s . (=20) -« (2.2) .=
. 0.31 '

Large 19,215.5 -7, 0.4 125'9 0.99
: ! (=1,0) - (11:5) (11 1)
-0.5% .35 0.54

coSmall o 2

. Large. - 1h,538,1 =77 2.6 . 0.91
(-5.8) {(11.1°
-0.7% 0,3«
. JLarge 28,3638.5 =-10,8 0,79, 1,188,0, .0.83
(-3.0) (4,8) (2.4) ;
poE ey -0,76 0,47 L D38

LLRE,06L.E o b e ai D78

I "’Cq. ’57 L .5
= largs v ,68701 ~i. 3, 1ez.1 0.+886
("i.). ) (*05)
. W g ~0,32 2o G002 ;
cohErge L,226.4 - ~1.0: .z Qe 7€
(-2.0) (4.9
5

Con't,




Table 9
(Continuation)

Regression Results: Employment Equations (based on Nominal Wage)
on the Organized Manufacturing Sector by Industry
and Size of Establishment, 1956-7.

27

ISIC Size of . Independent Variables
N Industry _ b1ishment intercept -2
Ot . STERIISAMERT AW VAt F )
28 Printed & "' large  9,871.5 . -0.9 . 387.0 0.83 1,75
~ Published (~4,3) (8.1)
Matepials ™~ =TTt meemeeioplagoooo el hn
Large 1,934,86 -1.0 i48.1- 0.55 2,18
. ' : © (-3.5) : (4.6)
-1,42 1.85
30 Rubber Products Smalli 142,85 -C.1 25.3 0.60 2,62
(=z.4) (5.4)
-0.87 1.21
31 Chemicals _Lérge ;10,725.3 ~1.9 0.1 1,334,141 0,95 1,30
(-3.4) (2.5) (8.7)
”’04’4‘8 0016 0073
= Large - 6,413.2 -G.9 1,339,5 0,94  1.38
(-2.0) (8.0)
-0.22 0.77
33 Non-metallic Large 8,334.9 -1.5 0.4 0.75 1.25
(-2.3) (5.9)
-0.41 0.65
Large  7,459.9  -1.4 657.4 0,71 1.62
("2.2) I\S.Lz.) :
-0.39 0.74
36  Machinery Largs  €,901.9 -2.2. 0.4 213.3  0.76 1,72
(-3.5) (6.7) . - (2.1)
-1.35 - 0.5C . 0.44
Large  6,179.6 -1.2 . 0,4 0.70  1.78
(-2.5) ~ (6.0)
=0.76.. 0.u49
37 Electrical
Machinery Large 5,475.3 ~-2.0 0.2 723.9 0.83 1.46
(-1,7) (1.9) (3.2)




Table 9

(Continuation)

Regression Results: Employment Equations {(bas
on the Organized Maunufacturing Sectcr by Industoy
and Sl”c of Lstabllshment 1936 74

ad on

Nominal Wage)

CTISICTT T e e g g o "“~'*““"”*—“>{rdependent Varzabieﬂ .
~No. Indgst?y Establ 1shm§?t Intarcept AW Coya t  ?§23
: 38 Transport ) : . »

Equlpnbﬂt Large - 8,709,147 ~-1.8 ‘0.2 51440  0.83
) (-3.7) (z.8) {(4,2)
) _0062 002“ 0.51
) Large '9,453.8 -1.3 0.3 0.66
(-1.8) {(4.7)
~0 a2 U.48
' Large 7,10L.,0 -1 743.6  0.77
. e (=2.4) (6.3)
-0.41 Oa71
R “{Numbers in parentheses ar:e t-values. . Numbers belew parentheses are
elasticities at mean values.)
Note: -
Dependaﬁt Variablie
o= average number of persons employed during the year.
Independent Variables®
5-  AW = averagu nominal wvage per annum
LWNIVA = value-added
"t = time variable: 1 for 1856, 2 for 1957, ..., 12 for 197
Source of Rav Data: "
NCES nnnual SUPVL] ‘of Establishments
NCSO Census of Establishments
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i Table 10
i Regression Results: Employment Equéfioﬁs (bzsed on Real Wage)
~on the Organized Sector by Industry and Size
: o of Establishment, 1956-74
- Isic. Size of Independent Variables
. Indust ¥ T Fstablishment Interdast T - o
? No ry,,__ESFébllShmeﬂt Intgﬂcapt RY va . R2 B
20 - Poog- - - - Laprge- - - &4,915.1. -4.2 e 25,9564 0,78 _2'16 .
: . (-1.7) (8.5)
~0,18 _ 0.35
23 Textile -  Large 20,019.5 ~4.5 0.3  1,745.7 0.98 1,88
(~2.3) (8.u47) (8.2)
~0,22 0.26- 0.5
Large 23,532.5 -8.u 3,174.4  0.90 0,79
' -1.9 (10.6)
-O. - O.8
24  Footwear Large 22,223,0 -9.1 2.8 ~-551.8 0.89 1.74
M ' - .~ (“'3‘7) (7.8) ('3.0)
-2,78 0.89 ~0.33
Large 19,534%.8 -8.,5 3.0 ~875.4 0,83 1,90
A (-3.7)  (10.5) (-6.1)
~-0,72 .94 -0.u1
26 Furniture &  Large 6,233.4 -1.5 0ok 62,1 0,79 1,58
. Fixtures _ (-3.4) (2.3) (1.4)
-0.62 0.19 0.13
Large £,531.5 -1.7 0.€ 0.78  1.27
: ("3.“) \5.5)
-0.64 0.27
Large 6,604.7 -1.8 145,3  0.74  1.89
(-3.4) (4.7)
~0,68 - 0.30
28 Printed & large 10,024%,.6 -0.5 ~-0.15 357.8 0.72 2.03
Published (-2.3) (-1.7) (3.9)
Materials - - -0.16 -0, 1w 0.34
Large 9,560.u -0.4 209.9 0,68  1.44
. e (=1,8) . (6.1) R
-0011 0.20

Con't.




Table 10
(Continuation:
Regression Results: Lumpleyment Taquations (based on Real Wage)
on the Organized Sector by industrr sol.Size
of Fstablishment, 1954£-74

IsIC a Size c¢f Independent Variables

- NOw--—Industpy. .. Establishment Intercept RW e Yt ..§2

30 Rubber - - Small 2011 -0.1 0.01 15.4  0.64
' o (-2.8) (2.2) (3.8)
-0.92 C.26 0.72

w
=)
i
l,...l
-

33,8 -0.1 0.0% 0.33
: i (-302) (209)
-1.34 0.33

Small 187.3 -0.07 16,5 0,56
(-1.9) (3.8)
-0.64 0.77

x
:l

. *wA,;‘ : Largéj , 4,768.@ TN Lib,1 g;q7e“
(“j..G) (10.9)
~0.22 0.57

31 Chemicals| . Large.  12,880.9 “1.7  =0.02 1,310.4  0.96
| | (-4.7)  (~1.43)  (10.7)
5,37 -0.08 0.72

Large 12,7085 -1.5 ©1,151.2  0.96
‘ (-4,3) (21.5). = w
9,33 0.63

b)
N
5

35 Metal Small ~ 2,615.7 T-0.8
Products _ (=27

0.68

~
O w F
w WO m
o

36 Machinery =~ Large 9,986.6 -7l 5.26 -68.5 0,76
T (3.6 (4,67 (-1.0)
-1,19 2.29 -0, 1k

Large 9,218.9 -2 0.23 oie
("3.5) (L‘f..g) IR Y IR
-1.14 0.26




Table 10
(Continuation)

Regression Results: Employment Equations {(based cn Real Wage)

- o on the Organized Sector by Industry and Size .. . - . -
" of Establishment, 1958-74
IsIC ' Size of Independent Vapiabites' = =
No. Industry - Establishment Intsrcept RW o VA e ot §{~ D
38 Transport Large 9,956.4  -1.4 0,04 3644 0,76 1.58
Equipment SRR EERTE R S (=2.3) (0.8) ~(2,8) P ;
Large . 41,763.8  -1,5 0,19 0.8 0.94
~2,2) (u4.8) a
-0 U4 0.27
]
- Large 93981.2 -1.4 . }431.5 O. 77 iy 1.70
(-2.5) (6.1)
"0.42 . :‘: 00“‘3

(Numbers in parentheses are t-values. Numbers below parenthesec are
elasticities at mean values.) e T

Note: R SRR : T e P

Dependent Variable.
N = average number of’ pe“sons employed ﬂurlng the zear;

Indepenﬁent Variablssg: c B Dot e e
RW = average nominal wage per annum deflated by the consumer price
index. i A S :
VA = annual industry value-added in pesos.
t time variable: 1 for 1956, 2 for 1957, ..., 19 for 1974,

Source.of Raw Data:

NCSO Annual Survey of Establishments

. NCS0O . Census of Establishments.
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FU RSN

-1.34 (rubber) while in large establishments, fror -0.11
(printed § published materials) te -1.15 (mecainery). In

both tables, most elasticity estimates are less tian unity.

Although the nominal wage "explains™ emp oyment

h e trne ot kbbb e e
s —— RO

changes in lﬁmlndaStxlgﬁ and: the real wage,kln 10 1ndustr1es,,

‘L'.,“\ (SN ot

L_nowever,

51gn1£1cant wagﬁ,gmglgxment relat1ons are obLaixau

.mostly in large e:tanlishments. Acueptable resuILD on. small

estaollshmqnts ”explaln” qnly .40 to .64 of employuent“chéhges

in only three industries%whilevthose on 1argé‘establishments

:,”explain” .65 (trangbort équipment) to .99 (textiles) of

employment changes in 14 indvstries. In effect, large estab-

lishmerits mlght have lnflUanEu the acceptable results 1n

P

the more aggregated Z—digit 1SIC industries (cf. Tables 7" an¢~

-8) or perhaps the wage-cemployrent changes even at the aggre-

gate sector level (Table 6). To be suré, tlhc large establish-
mentsTin " the 14 “industries =miloyed about- 79.4 pcr cent-of

the toctal workers in tihe orranized sector cor 01 percent
(footwear) to 97.9 rercent f{textiles) of'empioyeu workeré in
the 14. industries duriug 125¢-74

v

V. Estimated Employnent ;ffects

Because the nunber of acceptable regression results

on wage or labor demand r*"«as;\L:u:n:les varies anan industries

and among establishment sizes, the number of estimates on
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employment effects of i.inifum wage also differs arong indus-
tries. lioreover, the errloyment effects are estimated only
in industries with acceptable regression results on wage and
labor dérand elasticities. Lithin each industry, ‘the esti-
mates riake use of all combinations of e%tiﬁatéd'wage and 7
em515§feht eiasticiiteé{ﬁﬁﬁé%lééﬁSiéfeﬁt:COhortgﬂ" For
instanée’” V4% or’ derian ‘!'iégiiEf%f”gé%inaféE{ba%%éﬂon'i%fg%

Ty

establishnents (ihdvst Ty agercrath) Are used’ With hinimum

it

P A N I R TR S . oo
wage elast1c1ty estirates rased also on lat tae éstablishments
(industry aggiégaté)‘ All in all, ir" addition to the apgre-
vate organlzeu manvFacturlnv sector, only 10 industries’ have

IS

tiie necessary re~*9551on results to’ eqtlﬂate ‘enuloyrent

effécts. Uepending on the nuﬁber of regression results, the

nurber of employment »ffect estimates varies from one (elec-
trical machinery) to zs rary as seven esiimates (furniture §

fixtures, and food}.

LA . . 1 : .5 L R B . o
‘0f ccurse, tie wmost lilely ewployrment éffect would

pertain to that ¢tta2ine’ vith the use oF and e; ‘fiost’

"1
closely reflectins tie truz clasticities. Tims tlie folus

f:cts since we are not sure of

o
i

is ofi tie aVverage estirated

L

whichjéiés ici ity" esLlwate refiééfs tEé”f;ﬁéﬁméaéﬁre in;fhérv
manufﬁ&féfiﬁgqéeé%ér;vvﬁ%;énykréié,“it is hot the main aim

of thig?gtﬁéy to Ustirate e “exact" eﬁploymeﬁfkéﬁéngés:due
to minibﬂr?%agéﬁiﬁcréaseé:5ﬁtﬁ¥gfher to rerely iddicate the

girection of the enpioyrent effects.
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... 1able 11 summarizes,ghe estimates on employment
effects. Among the ten incdustries the employment effects,.
on the.average, rzhge .from -15 percent (textile,.large) to
-62 percent (machinery, .total). Surprisingly, many heavy
industries like machinery, electrical rachinery, and trans-
port equipment, seemed to:have sufferec adverse erjployment
effects. Also, large firms registered higher employment
effects than their. industry total. Such estimates can per-
haps be attributed to .the high wage impact in these indus-
tries of relatively fixed technical coefficients. In con--
trast, some high-wage industries like chericals. Lasic metal:
and rutber, experienced some sizeable disemploynent due to
bighkiabpr elasticities. For tiie total organized manufactur
ing sector the estimated average employment effect was about

49. percent:

In terms of number of workers, estiméfeéﬂéf mﬁiff—ﬁil
$lying the percentage cmplioyment offects by the average
nurver of employment in 19:56-74, tle food industry. scemed. .
to have suffered the greatest disemployment cf around -13.5
to -15.8 thousand workers. In contrast, rachinery, wiich
had the highest percentage diserpleyrent lad only about - .
-3.% to -4.4 thousand workers unerployed due to rinipum ..

wage increases. . Cr the whole, the nurmter of displaced.

workers. in the organizel sector could Le placed at -1€7:1

thousand.




Table 11 .

35

Estimated Employment Effects of the Pu-P8 Daily Minimum Wage
by Industry and Size -of Establishment in the

Organized Industrial Sector

ISIC .. .. Size of
No. Industry ~Establish-'"

ment

Estimated Employment Effects
e K -in thousands’

~In péercent

Range

wﬁverage”

Range _" Average

-4

20 Food

R

23 Tektiles‘
24 . Wood & Cork

i3

26 “Firniture €
... Fixtures

30 - Rubber @ .

-

31 Chemicals
34 Ba51c Metals

36 Maqbiperyf,.

o

37 Bi;ctricai~‘

£

Machinery -

38 Transport
Equipment

.Total.

Large
Large

Total

Large: .-

‘Total
Large.

+Total

Large

Large

otal

Total

Large
Large

- Large,

.

=19

-14
-11
-31
-28

=
L =23

beld

-10

-11

-53

TL4g

- -19

Q.

to

to

to
to.

to
to

to’

to

to

to
=35

to

725

-23

-20

-43
57

~55
-46

-28 .

=70
Cgg e

_30

'22 :
-18

-16

"-3"7J el
B3 s

147"

"20 e ‘

-10

.!.:20 .

~62

ilmy

~13,5 to =17,7 . .. : =15.8
-9.9 to -16.3  =13,5

";~§;9

-1.7

A?Q@S
-0,7

to

 to
«b: to

to
ﬁo

e
RN

40 i

to

to

e

to

ety rparine

S e80T l6.2

7 12,7

7499, 1 mlleB

.6 7 Ned, T
-3.4 2.6

TP -1.3
-ll».l-l» ‘3.9
w5 BTl sy

"3.5 —2.“

%

Organized. -
Employment

Source of Raw Data:

.NCSO

to

Survey .

‘REso Ccnéus L)

-80

49

f Establishments

stab]

lishments

to -272.8  -167.1




. Implications

“OBViously, the estrmates -on -employment -effects due e

P

to mlnxmun*wage rev151nn,are supposed to be. 1nterpreted

" -under the ceteris parrbus assumpt1on. ~This is so in order

,.to 1solate the mlnlmum wage effects from the influences of

.. other fagtors on .employment changes. During minimum wage

..revision, however, numercus factors .such as inflation,
devaluatlon, etc. have usually affécted relative output and
factor prices and thus actual enployment. The results there-

fore do not at all imply that the estimated employment effects

>, due to miiiimum wage increases can be observed fron the histo-

rical changeEB;

[

;sl

The estimates nevertheless give‘some_qrder“gfémggq};
tude on tne net effects of minimum wage 1ncreases on total
sectorar, and subsectoral 1uﬁustr1a1 empxoynent under the
assumption that other things were held in abeyance. To qu

sure, the estimated employment effects may haVe some biases

.as the estlmates on elast1c1t1=s of laoor den nd andeagew

,,(.»'

1mpact may also have. he use of tlme series uata, for

e N e e

1nstance may not satlsfy tne assumptlons of the ‘Ordinary
Least Square method. And the data itself may not fggleét;;he»

true changes of the varlables under study Lhere is no

a priori reason, however, to 1nd1cate the dlrectlon, much more
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magnitude, of any bias. é&ven tie results, thercfore, ‘oie

can conclude that th”“minlmam wage, ceterlc pa 1uUS hés

s R e

greatly reduced employment geperatlon in Lhe organlzed

~manufactur1ng 1ndustr1es. hdreover, ‘based on- tue»estlmates

A )__.

on.labor demand elasticities, the Algher the 1ega1 wage to

be imposed in the future, ceteris paribus, tie greater

will be the disemployment of'indeetriei”Wbrkeré;")

”&Qvﬁespitenéd55¥5ﬁ enployment effects, the labor unlonss
aowever, pursue . t.elr self- 1ntercst uy asking bovanmwnt'qualse‘
the minimum Qage.:‘FOr one, estimates of labor demand’ elesti-
.gities~indicate_negative;bug;ne}estic demand curves.. This‘;_w_
nay suggestwhigher wages'for those who remain or get emploYed.
It is Vefyréifficult; nevertheless, to.;onelude tgat.ineome'
distribution may. improve since we dec not know whether the
benefits of the remaining employed workers outweighed the

losses of thewnumerQus employable unermployed or less’ptgduc-

tive workers. Further research therefore should focus on

the income-distribution effects ofsminimum wage.

[ S
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