





VFor munce, the sdoptian bf minimum :wages i.mpl:i.és d policy des g

',raise che price of 1abor to employers. ‘

: fiuz_m factors.l Viewed 1n th:ls 1ight:,,,“1abor‘

-gources of ‘ yonm}_q_growgh..

Esti.maten of t:he sourcea of groweh m the Philippine e':ow
ﬂeenﬂy buu Me.' Lampmaa and Willimon have independcn ¥y
fimi’fed that: t:he contribution of ‘labor 1nputs to economic growth ‘r
».from 68 par cent of ‘the :otal growt.h (Lampmn'a) to 43 per cent (Wﬂli.w-

€ ,,."‘qstimlte) duri.ng ehe postwcr per:lod. When the» shortet par od.

TSee R.M. Solm_w,_ “Investment and '!:ech




employment cuwt::lon\ the ecoMs not: been abI to genet ;n

ltbor abaorptiﬁ -ralatively hi.gh producti.vity sectors'




The~Ph£1£ppiaes 18 one (less evelopod]mrw

advanoed social wnlfore lagislucion., This’legislation ha

l'rion with_welfare laws. Zﬁ;uy of the labor laws in.the Philippi___rv

‘ﬂvtheir origin during'tho period of Aﬁerican colonial adminia:ration; ;f
first of these laus vas 8n act passed 1n 1908 designed to regulate the
respunsibility of employers for peraonal injuries and desths suffereo bj
workers (workman's compensstion aet) In 1913 an act prohibitins
;lavery, involuntary servitude, etc. was pauaed in the Philippines app'yw

]lns‘only-to»limitad uoction of the country. Three yaars later, ehl“”
was applied all throughout in the Philippinas. These lavws repreaeﬁt
the transmluaion of aociel legislation from the United States to the

| ipgineo.

) ‘ Some of the first acts of the Commouuaalth ‘Government. - were
~closely relati!tto labor welfare. President Quazon bullt his administra-T
i tion around the slogan, "social justice" And a11 presidents of f‘ﬁhé 5
‘LFhilippines aver. since have used the term to advant‘ge in their stress on T

,social wnlfare lnwt Quite,a number of COmnonwlgith acth‘ 3re passed deﬁg
'l;fining the relationship bq&weon WUrkers and their employors, not only ln

ixvg“ustry but’ alao 1n tanunt agriculture. n;193§, the gonr;lofklndustrial :




In 1939, éﬁe Eight uour Labcr Law wu pnaaed by t:he Compuweat% Les

latute. S

. Since 1946 ﬁany labot weIfare um have been enacted. Some
of the more impartsnc lm were the p;ovisim conceming emplaym:tt 1u
the Civil Code (RA 386, June 1950) véxe Min:l.mm Wage Law (RA& 602, Apr
- 1951 and mnded aubuquently on April 1965 to rlisa the min!.m wage) v
' v{he lw regulating the employment of ‘women and. children (RA 679) s tge ’Iu—
dustrial Peace Act of 1953 (RA 875) otherwiae known as the "Magna charta 2
of Labor", which recognised collective bargaining batwean labor and m-
‘ .asement./the Teminatton Pay Law (RA 1052 Juna 1954) 5 tﬁe Blue smmy
"Llw i.n 1953 (RA 946), }ﬁe Social: Security Law i.n 1954 (RA 1161},and the’
Ao—nms-s-nay-a-mek Law in 1957 (BA 1880). Many of these lavs have |

been : tgviped, egch time 'favoring' the Iabor;l.ng class vie-g-v:ls the em=




X, le’of pbor advice by g fo"

v ins Q»lﬁﬁl developed ‘ecgmtry.

, “The first step in ameliorating the. ec'
position of workers . is the prompt enactment of ¥
. imum wage legiﬁlation.... ~ As the purpose of the
. minimm- wage 1is to improve the living conditions
. of low-salaried workers, this legislation ‘should
not become the occasion for reducing . the supple~
' ments to income which agricultural workers aow
“ have, In non-agricultural employment, the mini-
mum wage should be far higher than fn ag:iculture
" because of the different conditions under which
. -workers must live; and for thi.s reason it should
be highcr in mnila than in provincul citiet. -
2 h within the :

1n1m wage legislation in itself will not
' solve the problem of inadequate wages; it will
- provide .some relief only for the poorest. pl.id
» 4‘702‘(6!‘8.... . -

—

B * beneva it is fair to 38y chat the conseguenca of thit ill"
1 dviud reeqmndation tnshed the Philippines into :dopting l aott
vancaﬂ labor Icgislati.on unsuited to the solution of emplomnt ere
in: the Phuippines. ‘rha reeomendation hel.ped to focu on locilsi i
’\;rat‘ten &ud cquity problm through a stress of "wolfare“ pok ’ ’




ehoae relitaé te publtz inaace, 3

N ?heenactment :affviivminimiin wage ,1§ﬁ8','§ushe€ forwaré
traint on ltbor to "organized" »conomic aetivity, _which helped thea’ who
n f'ffy employed put :I.n general worked against the empl ;
.-of mc;tjlabor. We mny deﬁne the orsanized sector as any establisimﬁn
_employing more than perhaps 10 wotketa. Suc.h an astabliahmnt ml m,

N mally cowl:y (or be made to cemply) with labor lavs.

‘Vﬁte effects of the minimm wage operated along two ecmic :
ces ;. _j,m at higher wcges, relatively Tess laborars would ‘be. h’&
-T":’by any f:lrm and (2) by pricing labor beyond :he hixing ‘cost - at
' market, employers are given the incentivea (a) to clmou taehntque ‘
when thay had a choice, which required relatively leu llbor and (b)
: ,t:o suba:ttute cap;ltal for labor. ' The secoud ecomic mlﬁn has bee
; ‘atded by uny other ubar laws (such as labor nuianiam, social -emw
| 'r:lty legislation) md by imiustrial yromotion incentivu,
bt mcn up later. ‘

pesos a dgx‘ for ag cultural workers in
: 1965, by ,_virtue of an




'rha abovt coneluaiou on the Ittge wer of these me”
least the mm mge shﬂulé be dugporthd by evidente. . 1 -/vfﬁfg ]

fouomm a8 ptoofs of thts statement.

(1) In 1966 the Soci.al Security Syst:en repoxted that 1 5 mﬂ.-

‘;:rkera are covered by the 1m.~ We ey ggnermlz assume tba &1
workers eovered by the System are pa:l.d at least; the minim, uge _and
- ate each employed durinz the full-ti.me equivnhut of mm :
yment. These vorkors cover those engaged in agzicultur manu
:';turing, cohntee and other aarvice industries. Anmins -fuxtbe_ t:ha
(a) lncehcr 1/2 unton pe:sons ara either diroct scvcmt eaployem,
meutives, or lmdovnerl and that (b). auotbet 1/2 u!!.n:lon are 11::!1
; m& uho hnve been left unaccounted for w:lth incomes exceeding the
' nge Athen wa tuve a total of 2.5 million woﬂcers wit.h 1ncm¢ at
: Imt equivalent to. t:he ninimm vage,. 4 con:amtive eitiute R of
wm- force iu 1966 is 10, 2 million, or simply, 10 muuon,

tlm: uny amll mer-oparated and tenant-operatsd esubluhun




1195 s 71.& per cant of
_ 91 500 In 1961 (uncctrccted for any price changes), 64 w:
| i Philippi.ne fmuieo earucd incms leu _than t»hi.u cut-off po.

(3) On the bns:t.a of mlayunt statiatica, up&rul:ins thoa
u‘e recaiving ngea and aalaries from the actual, utmus of the lalm:
‘..ﬁ?orce, we muy assume further- that: only tho-a reportcd as rmivins u; ‘

are -all receiving at leut the miutm me. Tﬂ:le 1

i»mmmloymnt :Ln Oct:ober 1966 cowlucted by t.ha Burm of c!;a C




m:.ﬁ Lo

nloctric:lty. gu, heat, \nt:e: and
: uni.tary aervicu

m“port, storage and comunication

‘Gwmt cmqity, bu&inen and
SR racrutiaml urvicea ’

Douﬂ:ie servtcea
Bmml uwicaa other ehan domsgic

g T,

:adust:y uot raported

Soutet ' Ofﬁce of tha n:l.mct:or, Bureau af tha Gensus and smtuticn Spaci 1-
N 'hﬂe No. 53, Ssr:!.u of 1968, mnth of Jznuny :

e for dm:tic ;ervices is probably most doubtful, ﬁ'“
mestic help, even when ve ‘impute the cost of lodging and board
probably urn ‘on t.he we‘me meh ien thin tha miutmn wu -




not hi.xhqr thau 40 per co;zt of the total Iubot force. f

mm.: evidcnce is providad by the mﬂn Be;lth ‘Npar” '

itions] FScienca ncvclopmnt noa:d study, yhich racmtly e.ue
attenti.on.u A nutvey conducw in 1965 yielded the f.ollwi )
Of muna't labor force of 425 thounnd, 91.3 par cent were eupl
_par ‘cent mloyod. Of the employed. 57, 5 par cent rmi
&t least
of/?lzﬂ per. nonth (r.he minimum wage cut-off level in t!m: yelr).
basis uf thil atudy, 52 5 per cent (- 91 3 x 57.5) 1abor £orce of mmm:

;-“;received mthly i.ncms which ware below the monthly ninimm

=

aIt &&, of ém“. foolish to nttribute thm autisttcl ot
,ht:lvt xarsmc of iacm tec:l.pients with less than minimm nge
i te ehe f uu;wf ehe ninim wase lav. «'rogether with other fac

' hQ citcﬁ hter, l%he moditionpof the mi.nimum wa

‘,to i.ureue the adoption of more ¢

m::uring and comperce. | COnSeguentIx, it v




:l.n a diaermmtion against sk:l.us i.n the shortutun

do not set vi.de moush t.c taflect true differentula 1n 1um£ng,

l.nd 1mporunce.

Sk:lued workers ' 'wage ratos lre pulled dm by

minmun wage, _and therafore, to ‘the unckiuad thln th«y 1

be m ma ltruct:ure turns against the cknled wo:kers;

be uid tlut in th;la sitation t:he sk;lned hborer is e:q»lo:l
he- 1& not rmrded bis due conpenut:ion whila the uukillod is ove em-
pmated b_emene is paid a higher éage than his true market vag In

Fs l.m run- context:, ekilled workors, howevet, may Becoms" mre acm

beciuu the econoug is :luduced to prefer more mchm-mins tacimt
uhi.ch thus 1ncrme t.he demtnd for skiued workers relutive to wlk

Ihis duvelopmt favors skj.l:led workers more than the mnk:ll '

e

bl@y:ﬁw.m distribution._ Tbe evidanee that we have citad leuds :upporc




zubze 2 ‘A smmz oF TE rmw. RATTOS. U8
S szvzs:an oF THE METALLIC NINING W

LAst cosrs'”

' A. Before the ?mposad Inctense .

1. Labor Costs/Total Costs - 27.50  13.%

2 I.abcr Coats/'roul Increase | g  25‘.35‘  _7.41'
B. After the PrOposed Increue | |
| 1. Across the Board (minimum) Escalation | - _
1.1 Labor Costs/Total Costs ~ Caar éi.&z; : \VZé;IS;A
1.2 Labor Costa/’rotal Income.. T 33.91 : 13.07 27.49

2 Differenti.al Escalation

2.1 Labor °°°t"T°“1 Costs %.92 22,21 28,32
2 2 Labor Coata/'rotal Income 30.76 . 12.62 26,40  :-’
' !ET RETURNS

A. Before the Prapeeed Increasé ‘ | ,
: 1‘.' Netilncome/'rota‘l-ligco\mg o | _9.ii | 44,40 10#&8 |
2. Net ‘Income/Paid-lp cgpita1‘ 28 w291 6

B. After t:he Proposed Increase 4 |
1. Across t:he Boctd (mimm) Escalacion ' A | 4 ‘
1.1 et Income/'rotal Income ] 33.91 13.07 27.49 .
1.2 Net Tncoue/Patd-Up Capttal . ' 15.23  isl.e2z 1L
2, Differential Esc&lation - |

- 2.1 Net Incomel'ratal Incm S _43.‘13 :

2, 2 Net zacomalraid-Up Capica" 149,92
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‘ ',upplicution of the win

>~“the basis of its f:lmlings, that it would not: be

‘ 'of recmnding d:l.ffe:cnt r&t.ea on ehe buis of ench cony’ :

_ confine myself only to three tmrka. Firnt. it appears i:hat

Hof labor vauld not lead t:o any econom:lc decisions which mi.ght uduce u— i :

‘bility, especially in- the Ionger Tun, of replacing mh:lnety for labor in

‘ous and should t igrefore pay higher labor costs 1s, I believe, 1
‘because, as the repam: pointed out, the prosperous’ compgnies sre

~ of these cmmles ﬂm spil

wages the hoard prop

form minimm vage rate for t.he entire :mduntry [and}

to ggx'-. i (undorum suppnod) 'ma ﬁml racmendatf

three d:lficrant mininu mea for three typu of meul.l

minimum wcge of 96 2# i@br gold mi.n:l.ng, 6. 40 fot base

eopper miui.ng, and 6. 72 for eopvper mining. 'rhe suf

is 96 00 per day

‘rhis dacision can be criticued on many :

i

(Flms) thzough sdded Labor °°""lé The *@“‘4ilte question therefora |
is Whtpunish '}efficiency”? ~

A?’J‘- :
Vi

Second ‘and perhaps more. seroualy, the cmutations which fomed

t:he mjo: bu:ls of tha recomendations were done as if nising the. price

ployuent either from the mere fact 1aying off lnbot iﬁic,h mnmat: .ga thg

sm ndditional value to fima as the wage paid to it or from the poni— :

soue underukinss. Thus, the labor costs as a pmportion of total costc,

before and cftat wage eccaiation, are certainly highly dub:lous basis for, Ht

1“'1'he arzumnt that some tndustries, like copper, are >

paying better than amtutory

ain vmget. Moreover, the hi
ﬁ:malves nver to the eeonouy m



sumed,

_"sn cttempt to pass into law in 1968 an "ant:l.s-discrm:lnation" or "equl

per cent of uhriu receivod by Filipim

~any economfcally sens'xbie-dg@gmn.“ W

Third the rxtes of return calculation before and after mge

eacalations are quite strange. Why would rates of return inctmo aftat

iq;oa:f.ng new labor couto when evidently, all their calculctiotu me’

based on o.ll other th:l.ngs tmining the ume, excopt for the new m, =

tntes? Moteover, u we ‘have pointed out, any economic roadjuctunto

hdue to higher hbor costs would affoct the rate of rcturn to capi.‘tal.jf 5

Em if “labor 10 laid off through a substitution of mchinery for lobor,

1n some ‘mining processes -~ e.g., in mvins mimrol. ore == the obvi.out

' reoult would be for- the rate of return to capital to f.n - if only

slightly, but cattainly. 1t would not incresse, under the conditions as-
15: . . H i ) PR

- A telated tendency of Phiuppino welfare legislation is in ghe

area of ptioing higher level personnel.. 'rhis was comi.nly i.mpuod fron

pay for equal work" bill, - me bill aimed at making illegal the alleged
ptactice in foraign investment companies in which £oro:l.gnoro get paid .

much- more thnn Filipinos while performing the "une" work 16 Al.though

of taxes pa:l.d. Perhaps & more reasonable law would be a tlx on the ex=~
port of these minerals since they deplete the resources available to
future generations. Not only will this measure have a stabilizing ef-
fect on incomes in mining. Even if the tax burden is felt by the mine =
producers, the economy is able to share in the gains from an 1nauctry Lo
which dapleton the -country 's mineral resources. B

lsaence the report while it claimed to have glouod ovet: the :;‘
eeonon:l.c issues is 8 poor example of the use of econonio mlya“

16130 pe11 provided a slight differentisl mot moﬂm ~725_ o




:quitc ttttecti:vely phmseé, the bill ‘would have been another

| ,,put more constraints on the price structure for lebor s:lnce 1ts pesuge
'to l.av would have setVed as. &n excuse for p’ressures to rsise the ula:ia 3
of executives cuzrently employed in many - foreign compunies. -
vhich was. fottunately and epprOpriately vetoed is in the sm catego
the: min:lnum wase law.‘ Its ulti.mate economic objective is inctetsing
_ shu'e of labor (hired Filipino menagement) in a given income, 17t I !uwa

‘arsued the cconomic oese against this bill elsev&:ere.’fs

This meuute, _'
while certai.nly well-meauing in intent, discriminated mimt thoea ﬂ!ek.

ing employmant but favored those already securely holdins joiw. :

: It 1.3 perfectly velid to exuniue whether labor welfare poutiel
have been succesoful from. the steudpoint of the operltimu of govemt :
as an “economic enterprise". The biggeet gainn of unioui.ud labor in the :

‘ ‘Philippinee have been made against the goverunent and its corpor:tions s :

‘not i.n the private sector. The 3overmnent has suffeted the greatest eco- N

nomic l.oss, mre than perhcps the private sector, in str:l.kes. In conse*'“‘

quence the "public" is the reaiduel 1oser. Strikes have been _mid i‘nx:the

govetmnt corporations -~ :l.n the financial institutions like the Develoy-

. 17That laws should favor Fil:.pinos :ls an. j.nportnnt uationaliatic '

- motto end I -subscribe to'it.. - Certainly, the great nationalist Jose 2.
Laurel was correct in saying that "only Filipinos can love the Philipp
best". As an economist, I emphasize that certain laws which are pr ed
to us in & nationalistic spirit are oftentimes discriminatory against xany
of our nationals. I felt in the context ef th:l.s "ent:i-diecri.miut

bﬂ.l that t’hi.s was the cese.

18 ' (June 27, 1968),
See the W

(July 1, 1968), The Economic Honltol ox ?‘e&? e Ii
where these’ u‘gments were smerized. ‘I a ad - the
_elshorate on these arguments in privste corTesponte

the Phﬂiwms°




ment Bank of the Philippines, Soci.al Securi.ty Systems. Philippine illatiole
Bank,‘ Nationel Power Corporation and Government Service & Insm:anoe Sys

: t:em, in rhe Customs atevedoring eervice in the Post of Manila, and in the

Philipp:l.ne National nnilwnys, with settiements so fevorable for organizod

.' 1‘boro

' Consider the- ga:lns made by ewloyees :ln the atrike against the
Natioul Power: COrporetiOn. .This has reduced the capocity of the com—
- pany. to generate more proﬁts wh:.ch would be used to amortize it.s debt
" commitments, which are internatioual in character.  Or consider the
gaina of atri.kera :Ln the DBP, sss and GSIS. 'rhese reduoe tho aven-
sble losnsble funds. and, in the case of the last two institutions, the

benefits ,o_f_members in the respective systems.

| In the caee of the ordinary opera.tione'of the goveroment ; -- na- \ﬁr
tional and loool == the problem is much greater. The financisgl 1nstitu- ‘
tions ond other relatively autonomously run goverment corporeti.om have |
been able to shield themselves from relatively high-cost labor (cuual
“or perment) because they have more degrees of freedom in mmstes theit
;economic affairs (vexy much like private bueinesa to some extent enymy} "
But ordinery branches of governmental services are not able to do this,

for obviouo political and organizational reasons. 'rhue, while other gov-

ermnt corporations am! the privete sector havo Been able to ”mdemtzeu o

operotions by eubstituting more cepitel—iutensiv% 1ebor-dieplaoiog act- o

_1vi.tiee, ordi.nery govemeat services are not eble to do this. 'nne re- : .

oult Le thot not only have govermental serviceg oufforod beowu "hishiy
poi.d lobor" oennot be displaced by mhinery, but ‘also becme wi.th :

&



i.slat:lon in gwetmnt has hutt govemental aetvicas as well ‘a8 awkoy- 5

t-c.mtion within the gove::meneal sector, -

‘ Likewise, employment in public works. projects ku been hutt y
ni.ni.wn uge legialation. It has been. I think, one rouon why
heavy equipment i.a utiliged in public works than before. sm‘tha” ricﬁ
of ubor had. gone wp, 3.t became more profiuble aven for the gm )
t:o utn'l.n huviet machi.nery to rephce labor. '!bus, ‘the mpocit:lon
s high mi.nimm wage has hurt employnent creation in the mﬂ: obvinus

of govarmuul activi.ty, public works. The same concluuon can. be

/ g g ;glications After the l'ac . Whne we hnve demonstr'

- the bad effects of tha minim wage law on employmt and dwc Opt

: ~~ realistic :
.nta not to be i.nterpreted that chelaolution to :he probleu raised by . 1

is to ba found in acmpping 11:., Once laws are enact:od, th@y tﬁhlrd‘ibo

repotl or revisa, especially when thay ra!.sc inm t:o ﬂMch‘: pols.tics is
clurly cmitivc. what :hould ba done :ls to mouruc m« tba v
hclp to m the \mfavonbla cﬁacmof th:ls foru of 1031:1::1.0:;, o
will han &: bcmr efﬁects on- labor walfa:a. Q o '

H eha Ma paragraph: hme ;ny poli.cy J.mpueltwm

j!:‘m:m'e, .it: u to bring aetantion t.o} }.n,bcr poucie: vht, “




“_Y:‘lebor me three.

l‘hh wﬂl cause the general wege rete to go

It 18 hq:ouible to discuu lebor policies withbut a mtion of h

the social security law, which vas {mplemented in 1957. This is one’ ofﬁ_'

the most significant labor lews of the postwar Phi.lipptnes. - 'l'he mcitléz

security law was also susgested by the Bell Hiseion, but it was . puaed

into -1 1law only in 1954. The law sanctioned a 'peyron tu onr enployere

'workerc co finance a syetem which providea retirement, uckness, dinbil

1t:y, deeth and other benefits for wage eerners uot employed in the gw“‘k"
. ment aector. the time of its paseege, 4 eimiler wermnent: service

iueurenee syet:em hed been elreedy i.n operation for gctvermnt workers, {: ’

' 'rhe p:yroll tax hes definitely raised the cost of hiring labOr.L_! o
'ﬁlete were chenges iu the sociel security law which inereued the ehtrﬂ
of employerl in the payroll tax, In ita current vereion, the teml eon-

tributien for every warker to the sociel secur:lty eystem {388) :Ls 16 7
per cent of the tof:akmnthly ;:ay.l'.9 At i:he lover ulery clezses (t.hose'

with mthly eerninse of w to P50 per month), ehe retio of e-ployer

| tribution 10 5 co 1. Eor thoae with monthly edrnd

clenes., see_zg,g, qgl_?




-

i the canttihution ratio between employers and employees is 2 to 1. ror:
_Lall other classes, the ratio of the contribution is 1 4 to 1, giving e "
. ah‘.ghtly higher burden . for employets. WOtkers who -are psid the daily o

minimum wage and who wotk the . regular working days of the mnth are

therefore in thc last categoty.

ulny of the effects of the minimm wage law my be also attri- o
- butad to the social security l.aw. But the latter has mportant redeem-'
ing features whi.ch are very desinble from the stnndpoine of longer ruu

economic and aocial objectives,

\ I'irstly, the contributions of wage eurners to the 8ss are vmzked
out to meet . finlncul difficultias and permanent dhtbilitm
related to cempoury financul streues and to worker diubili:y. It is
a sechl insurme scheme for workers whi.ch is ‘bued on actuarial princi-

ples_.

* Secondly, t,he sydtem‘ 13 able to generate a forced 'u‘vi‘ns neeha- B
' n!.am which has conttibuted to the availability of investment fimnce for‘

: the -economy. Bec&use the payroll conttibutions to the uy-m cousticnte

‘a large fund, it 18 able to mb:llize Tesources from mploye‘re and wage
.enrners alike far other activities, mcluding t‘he provi.ston of reaources LA

for long. :un dwelomnt £i.nance. Tbns, the forced . savings it is able to .

collect are able to finance new ~1nvesmnt, wki.ck -of couru has sm en~
plomnt-cmting effects. In thia senn, there!oro, it 1s abls to m»

ter;et in part its negative ef;feccn an -anploymc



