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Puerto Rico today is at a crucial point in its 

history, It is at the crossroads, where with proper 

planning it can advance on the road toward economic 

independence. On the other hand, it can los e even the 

progress it haa already attained and return to complete 

economic dependence. Obviously, economic independence 

ia desirable both to Puerto Rico as well as to the 

United States, Economic independence will enable Puerto 

Rico to enjoy all the privileges of a sound economy and 

aa a result the United States will have one leas mouth 

to feed. Economic dependence ia undesirable to both} 

the United States is compelled to sacrifice its own in

terests for the sake of helping Puerto Rico and such help 

will never be an adequate substitute for economic sound

ness.

The hey to economic independence does not lie ex- 

clusively in the field of minimum wage policy} yet a 

sound minimum wage policy is necessary for the achieve

ment of this goal, Puerto Rican minimum wages are 

determined by what is called a flexible system. This 

means that in Puerto Rico the minimum wages are set to 

accomodate the needs of each particular industry, Un- 

lihe the United States, no flat rate is imposed upon the 

whole of the economy.

This flexible system has been severly criticised

Up to now it has survived suchsince its establishment.
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criticism, However, it ia necessary that certain 

doubts, cast upon the flexible system by this criticism., 

be cleared up.

The purpose of this work is to study and ascertain 

the basis for a reasonable minimum wage policy in Puerto 

Rico, To achieve this objective certain problems must 

be considered, 1, the economic basis for the Puerto 

Rican wage level, 3, the difference between Puerto Rican 

and mainland wages, 3, the effects of minimum wage rates 

in Puerto Rico and 4, the need for a flexible system of 

wage determination in Puerto Rico,



CHAPTER I

The Economic Basis /or the Puerto Rican Wage Level

This chapter is designed to enumerate and explain 

the major structural impediments to the economic pro

gress 0/ Puerto Rico and to show the progress that has 

been achieved even in the face of such impediments• The 

impedimenta aret 2* poor natural resources, 2, high 

population density, 3* lack of capitalisation, and 4, 
poor geographical location,^

1, The first impediment to be considered is the 

lach of natural resources in Puerto Rico, With the ex

ception of common limestone, a possible deposit of a 

million tons of iron ore and some marble and clay, Puerto 

Rico has no important mineral resources,— furthermore, 

it has very little land for cultivation in relation to 

the stae of its population. In 1954, the number of
a*

acres of cultivated land per capita amounted to only 

0,4 acres as compared with 2,7 acres per capita in the 

United States, Similarly, the number of acres per in

dividual employed in agriculture was 5,4 while in the

1. Valter Krause, ^ej^terngtionpl ,Spprjomy, Houghton 
Mifflin 4 Co,, 1955, pp, 2Q5-291,

2, United States Congress, House, Minimum Wages for 
Puerto Jiico anrj the Virgin Islands Hearings Before 
the Committee on Education and Labor, Q4th Congress, 
United States government Printing Office, Washington! 
1956, pp 2-3
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United States the corresponding ratio was 55 acres per 
agricultural worker.^

#• The density and increase in population is 

another matter to be considered. The population of 

Puerto Rico, on June 30, 1955, was 2,276,000 or 665 

persons per square mile. Its population density is 

greater than any state in the mainland, with the pos

sible exception of Rhode Island, and around 13 times

greater than the average of the continental United 
4States,- The seriousness of this problem has been

increased by a sharp decline of the death rate in the

last fifteen years. The government programs of health

education and the application of modern public health

methods, together with the general economic improvement

have resulted in a decline in the death rate from 18.4 
5per thousand in 1940 to 7,7 per thousand in 1954,

Whtle the death rate has decreased several points below 

that of the United States the high birth rate has shown 

very little change. The btrth rate only fell some 6 

points in the last fifteen years, from 40 per thousand 

in 1940 to 54,5 per thousand in 1954,~ All of these

Q, Loo, Git,

4, Robert R, Mathan, ^valuation oj Minimum Wage Policy 
in Puerto Rico, Washingtons 1955, p,12.

£• Monthly Labor Review, "Puerto Rico”, December, 1955 
Vol. 781 Ro 12, p, 1347,

jg. 0.8. Congress, Mouse, &tnimum,Jageg,^p.z 
Ttratn Islands, op. cit. p. 3.
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factors combined have resulted in an increase in popula

tion amounting to 2.9 percent per annum, while in the 

United States the national increase is only 2.5 percent,"

Although approximately 57 percent of Puerto Pico fs 

population is of working age as compared to 71 percent 

in the United States! it is not able, because of a de

ficiency in economic organisation and capital investment 

to place as large a proportion of its working-age popula 

tion into productive employment, A large amount of the 

population of working age have no hope of employment and 

as a result, they are not even looking for work. There
fore, they are not counted as part of the labor force,® 

Out of the Puerto Rican working-age group, from 1954 to 

1955, only 48,7 percent were considered as part of the 

labor force, whereas, in the United States 54,3 percent 

were listed. Out of this labor force, comprising less 

than half of the actual working-age persons available,

15 percent are unemployed as compared to 4 percent in

The unemployment rate for women, however, seems to have 

remained the same during the 1950*8, Seasonal fluctua

tions in the men's unemployment rate are very sharp, 

particularly in the sugar industry. There it may

7, Loc, Cit,

Q, Robert R, Nathan, op, cit, p, 12, 

9, Loc, Cit,



fluctuate from a low of 5 percent to a htgh 0/ 30 per- 

cent in the off-season, Despite the decreaaee in 

unemployment which have occurred, Puerto Rico still 

suffers from a chronic unemployment of about IS percent 

of the labor force,-— Thia can be clearly seen in the 

following table,

TABLE 2 - Employment and Unemployment in Puerto Rico, 
April 1950 to October 1954

(in thousands)

Date
Labor
force

Employ
ment

Unem
ployment

Employment in 
manufacturing
(excluding 
home needle

work)

1950s April,,, 719 639 92 64
July,, , , 710 615 96 52
October, 710 594 116 56

1951s January, 717 574 142 53 .
April,,, 716 631 94 62
July,,,, 705 594 111 54
October, 691 563 117 59

1352s January, 669 541 129 56
April • • • 662 596 76 59

.Till M. . 663 572 90 65
October, 641 535 106 63

1953s January, 643 520 123 59
April,,, 637 573 64 64
July,, , , 624 547 77 63
October, 630 531 100 67

19541 January, 639 522 117 65
April,,, 631 559 72 72
July,• ,, 626 536 90 66
October, 623 519 109 67

1955s January, 643 525 124 60
April,,, 644 579 67 71

Rote,—Because of rounding, employment and unemployment 
figures do not necessarily equal the labor force.

Sourest Reports of the Puerto Rico Department of Labor, 
Bureau of Labor Statistics,

During recent years, the pressure of population has

10, Monthly Labor Review, op, ett,, p, 1350



been minimized by large scale migrations to the main

land, This emigration varied inversly with the levels of 

employment in the United States, for example, in 1953 

when unemployment was at ite lowest in the United States, 

the out-migration from Puerto Pico reached its Highest 

peak, that is 69,000, In 1954, when unemployment in the 

mainland hit a new high level, emigration from Puerto Rico 

decreased to an estimated 22, 000If, in the future, 

large scale emigration such os occurred in 1953 does not 

continue, unemployment in Puerto Rico will probably reach 

higher levels than at the present.

Because of the different age composition and the

limited employment facilities, every Puerto Rican worker

has to support on the average 3,2 other persons. On the

mainland, the average employee has only 1,6 persons to

support. Moreover, 40 percent of the employed Puerto

Ricans are at work for less than 35 hours a week. In

the United States only 16 percent of the employed con- 
12tinentals are at work for less than 35 hours a week,-*- 

This means that the standard of living in Puerto Rico 

would be substantially lower even if its output per man

hour would be the same as in the United States, Un

fortunately, Puerto Rico is at a disadvantage in this 

respect as well,

3, Another impediment is the fact that a relatively

22- zoc, at,
12, Robert R, Nathan, ep» cit,, p, 13



larger proportion of the Puerto Rican labor force io 

employed in the less productive pursuits than in the 

highly capitalized, and therefore, more productive 

industries, A study of the following table will bring 

this into relief,

TA3ZE 8 - Percentage Distribution of Employment by 
Major Industry Groups in 1954,

Industry Group
Puerto
Rico

(percent)

United
States

(percent)

Agriculture 31,8 9,4

Forestry 4 Fiaheriea ,3 ,5

Mining ,4 1,3

Manufacturing 13,4 37,8

Some Needlework 5,8 —

Conatruction 5,9 6,0

Whole sale Trade 1,0 4,9

Retail Trade 14,5 15,2

Finance, Insurance, Real 
Estate ,7 3,9

Transportation 4,1 4,7

Communications, Public 
Utilities 1,4 8,4

Services 18,3 13,4

Government 9,8 10,9

Sourcet Robert R, Nathan, Svaluation o f Minisuas Waae
Policy in Puerto Rico, Waahingtont 1955, p, 13,

As can be readily seen, Puerto Rico's employment 

ia relatively larger than the mainland in agriculture and
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fcoae needle too rir lofcere productivity ia low. It ia rela

tively smaller in such industries as mining, manufac- 

turing, wholesale trade, and finance, insurance and real 

estate which are more highly capitalized and more pro- 

ducttve, For every two persona engaged in manufacturing, 

there are more than five persona employed in agricult ure. 

The net income derived from agriculture, in fact, ex- 

ceede that of manufacturing, On the other hand, the 

ratio of agricultural employment and manufacturing em

ployment in the United States is the reverse, i,e, 1 to 

3, There, personal income received from manufacturing 
is five times aa large as the agricultural tncome,^-

Because of the great similarity between the least 

industrialized mainland states and Puerto Rico, a com- 

parison between them would be much more meaningful. In 

Table 3, a comparison is made between Puerto Rico and 

the two states ranking lowest in average income and where 

population happens to vary only moderately from that of 

Puerto Ricof these are Arkansas and Mississippi, Sven
t

when compared with these two states, Puerto Rico ts 

found to have le as manufacturing employment than they

have. The difference consists of the larger pursual of 
the less productive endeavors of home work, and services 

and miscellaneous industries, '«
The productivity of manufacturing within Puerto Rico 

ts at a much lower level than in the mainland. This ts

J£, Ibid, p, 14
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TABLE 3 - Population and Son-Agricultural Employment 
in 1954*

gMbers_J,n^pu3&id3
Percent of Won-agri-

AZ&s. Miss, P,R, Mies,

Popula
tion 8, 329 1,798 2,126 ---- .... emememem

Hon-
agri-
cultural
employ
ment 367,1 305,9 336,0 100 100 100

Some
needle
work 31,2 — 8,5 —

Manu
factur
ing 66,8 30,2 95,6 18,2 26,2 28,5

Mining 2,1 6,6 2,9 0,6 2,2 0,9

Contract
Constru
ction 31,8 15,6 16,0 8,7 5,1 4,8

Transpor
tation,
Publ,Util 30,9 29,2 26,4 8,4 4,5 7,9

Wholesale
£ Retail f
Trade 83,1 73,6 82,5 22,6 24,1 24,6

Finance,
Insurance
Real Sat, 3,8 8,9 9,2 1,0 2,9 2,7

Service &
Miscl, 66,7 35,3 35,4 18,3 11,5 10,5

govern
ment 49,6 56,5 68,0 13,5 18,5 20,2

^Fiscal year ended June 30, 1954 for Puerto Rico, calen
dar year 1954 for Arkansas and Mississippi,

Sourcet Robert R. Hatton, Spaluat^gn,
Policy in PuertoRico, Washington 1955, p, 15,
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due to two factors! first, there ts an aInoat complete 

absence of highly capitalised industries in the island 

and secondly, those industries which are operating in 

Puerto Rico are generally not as highly capitalised as 
those in the United States.^ The effects of thia are 

shown in Table 4.

TABLE 4 - Value added by Manufacturing per Employes

(Thousands of dollars)
South Atlan-

nmgSCTf 1222 issi 19i3 12S2
Total 2,6 3.3 7.1 5.9

Food A Food Products 3.0 3.3 8.2 6.8
Textile 4 Mill Products 1.6 3.0 4.4 4.2
Apparel A Related Prod. 1.7 1.9 4.4 3.6
Lumber 4 Wood Products 3.0 5.1 4.9 3.4
Furniture 1.6 2.1 5.7 N.A.
Paper <> Allied Prod. 8.8 6.8 3.4 9.6
Chemical 5.4 6.0 12.1 10.7
Rubber Products 1.9 2.1 7.5 S.A*
Stone, Clay 4 Class 3.1 2.8 7.4 N.A.
Primary Metal Industries 1.0 1.7 8.5 9.2
Fabricated Metal Ind. 3.6 4.7 7.3 6.7
Machinery other than 

electrical 3.2 4.0 7.9 6.5
Electrical Machinery 7.3 5.5 7.2 7.8
Transportation Equipment 5.5 5.3 7.6 7.8
Miscellaneous 2.0 3.1 6.2 4.5

^Available data for individual states are too sporadic to 
be useful for comparison. Included are Delaware, Mary
land, District of Columbia, Virginia, Vest Virginia, 
North Carolina, South Carolina, Oeorgia, and Flar ida.

Sourcet Robert R. Nathan,
Policy in Puerto Rico, Washington! 1955, p. 16.

Because of the greater quantity and better quality

14. Simm Ra, tenberg, £abgr_Cpat in, Puerto.., 
Economy. Rio Piedrast 1951., p. 10.



of equipment in the United States, manufacturing in

dustries there on the average are able to produce well 

over twice as much value per employee than is possible 

by Puerto Rican manufacturing• The 1953 average for the 

South Atlantic States was well over twice the Puerto 

Rican 1952 average and not much less than twice its 1954 

average* Many factors combined to account for this re

sult, One of them is that the mainland figures do not 

only include the cost of the additional machinery used 

there, but also the costs of distribution. The cost of 

distribution, in the case of Puerto Rican output, is 

often borne by mainland purchasers* Nevertheless, the 

differences in value added are so great as to make it 

obvious that productivity in Puerto Rican manufacturing 

is substantially below that of the United States*

4* finally, the fact that Puerto Rico fs ascent to 

a high productivity economy is impeded by its geographi

cal location, must be given due consideration* Puertopm
Rico is an island located av er a thousand miles from the 

nearest mainland point. Since its arable land and natural 

resourcee are very scanty, Puerto Rico is dependent, for 

both its supply of raw materials and the marketing of its 

goods, on time-consuming transportation over a few 

lightly travelled sea lanes. This fact usually entails 

a significant addition to cost together with some lose 

of time and efficiency and an increase in the risk of 

interruption of the flow of goods*



-12-

snuuAjtr

Thud we have seent

(l) With a relative lack of mineral resources, 

together with a relative scarcity 0/ arable 

land and a population density of 13 times that 

0/ the United Statesf Puerto Pico has a poor 

natural resource basts,

(3) With a population density 13 times that 0/ the 

United States, an increasing birth rate and a 

decreasing death rate, unemployment in Puerto 

Rico has reached dangerous levels,

(3) With a lack 0/ highly capitalised industries 

and a low employment ratio tn the capitalised 

industries existing, Puerto Rican productivity 

per worker is very low,

(4) With a small territory end remote island lo

cation, extra cost and inefficiencies further 

impede the development of the Puerto Rican 

economy,

TBS PROGRESS ACHIEVED

Despite these handicaps, the progress achieved up 

to date is remarkable. In the last five years, net in

come has grown from #659 million to #990 million, All

types of income derived from manufacturing activities 
have increased from #35 million to #143 million,^- Real

J5, U, 3, Congress, Souse, Hi Wages for J&&&2..£js&
and the Virgin Islands, op, ctt., p, 6,
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income per capita has doubled itself in the last fifteen
16* *years •*-

TABLE 5 - Income per (Capita

(Current Dollars)

1940* 1948* 1954*

Puerto Rico 121 287 445
United States 595 1,420 1,770
Southeastern States** 339 957 1,233
Arkansas 256 347 979
Mississippi 213 753 873

« Jar Puerto Pico, fiscal years ending June 30$ other
wise calendar years,

## Southeastern states include Alabama, Arkansas, Florida 
Georgia, Kentucky, Louisiana, Mississippi, North 
Carolina, South Carolina, Tennessee and Virginia,

Sources Robert R, Nathan, Evaluation of Minimum Mace
Policy in Puerto Rico, Washingtonfl955, p, 19,

The Puerto Rican average income per capita has in- 

increased} during the period from 1940 to 1948, as fast 

as the average in the mainland despite the fact that its 

population was increasing more rapidly than the popula

tion of the United States, The rate of population in

crease was 15 percent in Puerto Rico as compared with 

a rats of 10 percent in the United States, From 1940 to 

1954, Arkansas and Mississippi show a faster rise in in

come per capita than Puerto Rico, However, the largest 

amount of increase, for both Arkansas and Mississippi, 

occurred between 1940 and 1948 when their population was

16, Robert R, Nathan, op. cit,, p, 19,

* Figures as given in Statement by Mr, Candida Olivero,
Chairman P, R. Planning Board,
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greatly reduced by migration.^- As a result the effect 

of rising activity and total income, in Arkansas and 

Mississippi, was more pronounced. A comparison of the 

rates of increase in average income can be seen in Table 

(5.

6. - Percentage Increases tn Income per Capita 

(Based an figures tn current dollars.)

1940-54#
(Percent)

1940-48#
(Percent)

1948^4# 
(Percent)

Puerto Rico 267.8 137.2 55.1
United States 197.5 138. 7 24.1
Southeastern States## 263.1 182.3 28.8
Arkansas 282.4 230.9 15.6
Mississippi 300.5 245.4 15.9

* Puerto Bican figures for fiscal years ending June 30, 
all others for calendar years.

Southeastern States include Alabama, Arkansas, Florida 
Georgia, Kentucky, Louisiana, Mississippi, Forth Caro
lina, South Carolina, Tennessee and Virginta.

Sourest Robert R. Nathan, Evaluation of Minimum Waste
Policy in Puerto Rico, Vashingtont 1055, p. SO.

In the period between 1948 and 1954, the increase 

in average income of Arkansas and Mississippi was much 

slower than that of Puerto Rico. This is made more sig

nificant by the fact that migration kept population in

crease in Mississippi as low as in Puerto Rico and caused

a slight drop in the population of Arkansas.—
Within the last few years, 30,000 new jobs have been 

created tn Puerto Rico. Nevertheless total employment

17. IiOC. Cit.

18. Supra, Table 1.
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haa not riaenjs on the contrary, it haa declined around

10 percent between 1950 and 1955, Unemployment remained

/airly stable. The reasons /or its not rising were the

high level o/ emigration, inductions into the armed /orces,
and other withdrawals /rom the labor /orceJ^

TABLE 7 - Puerto Bican Labor Force, Employment,
Unemployment and Het Migration

(Thousands of persons)

Civilian
2950 1951 3^2 1953 1954 1955

Labor Force 686 713 679 646 631 637
Employment 596 603 571 550 539 539
Unemployment 9V no 108 96 92 96
Out Migration 

(net) 34 42 62 75 44 31

Sourcet Robert R, Hathan, £vajujit Ign.. oAMXn.t^a.teg
Policy in Puerto Rico, Vashingtom 1955, p, 21,

A decline in employment, in the /ace a/ rising 

economic activity, is not entirely unrelated to the 

standard o/ living o/ a country. In order that the 

rise in the standard o/ living may be e/fected, there 

is a need for an increase in the output per worker to

gether with a decrease in the number o/ workers needed 

/or a given output. The workers displaced in this 

manner may be a bsorbed, but only i/ total output in

creases as /ast as productivity per worker.
There is also a tendency for less productive and

'■ •, *
poorly paid jobs to disappear as new, more productive

19, See Table 7,
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and better paid ones are created. The low wages which

were previously acceptable are no longer sufficient

incentive to attract workers, even though the only other

alternative might be unemployment. In the field of

domestic servants, where no minimum wages are set, the

number of servants has been reduced by about 10,000 in 
POthe last five years,— During that same period of time,

when the greatest strides were being made in the creation

of jobs in manufacturing industries, employment declined 
21in agriculture by 50,000, In the home needlework in

dustry, employment is estimated to have shrunk from
2260,000 to less than 30,000, This shift of employment

from less productive to more productive industries and

the increase of efficiency within the existing industries

have combined to ratse the productivity of the Puerto

Rican economy. Productivity per worker is estimated to

have gone up at an annual rate of 4,5 percent. In

manufacturing alone, the rate of increase ts estimated 
23to be about 7 percent per year,— These increases in

productivity have been significantly greater than those 
24of the mainland as a whole. However, this tends to 

be offset by the heavy decline in employment in other

20. Robert R, Nathan, op, ctt,, p, 22,

21- U. S, Congress, op, cit., p , 7.

22* Robert R, Nathan, op, cit,, p, 23,

23. io c, at.

24, Ibid, p, 24,
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occupations, Around 30,000 new jobs have been created 

in the last five years by the Economic Development Ad

ministration, It is estimated that, in order to reemploy 

all those workers who will continue to be displaced as 

productivity is increased and to provide work for the

100,000 unemployed at the present time, the creation of 
3S300,000 additional jobs will be necessary,

■
SUMARY

(1) With a relative lack of mineral resources, together 

with a relative scarcity of arable land and a 

population density of 13 times that of the United 

States} Puerto Rico has a poor natural resource 

basis,

(3) With a population density 13 times that of the

United States, an increasing birth rate and a de

creasing death rate, unemployment in Puerto Rico 

has reached dangerous levels,

(3) With a lack of highly capitalised industries and 

a low employment ratio in the capitalised indus

tries existing, Puerto Rican productivity per 

worker is very low,
(4) With a small territory and remote island loca

tion, extra cost and inefficiencies further im-
X

pede the development of the Puerto Rican economy,

(s) All types of income have been increased, Het

35. U. S, Congress, op. cit., p. 7.
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income went up from $659 million to $990 million* 

Manufacturing income and real income doubled them

selves* Average income Kept pace with increases 

in the mainland*

In the last five years, 30,000 new jobs have been 

created by the Economic Development Administration* 

Productivity has increased at a greater pace in 

Puerto Sico than in the United States as a whole* 

Despite all of this progress, employment in Puerto 

Rico has not gone up in Puerto Rico* It is esti

mated that 200,000 new jobs will have to be created 

for the ultimate absorption of all the unemployed 

and those which will be displaced by an increase 

in the productivity of the Puerto Rican economy*



CHAPTER II

Comparison of Wages in Puerto Rico with those of the 
Mainland*

H^hod .pf_Gomparispri

It is the purpose of this chapter to compare wages 

tn Puerto Rico with those of the United States* These 

comparisons are made in terms of percentage relation

ships rather than in terms of cent differentials* This 

is done for two reasons* First of all, a cent differen
tial has a different meaning at different wage levels*^ 

The meaning to a worker, of a 25-cent differential be

tween 20 and 45 cents per hour is quite different from 

that of a 25 cent differential between $1*20 and $1*45 

The difference can only be represented properly by 

saying that 25 cents provide a rise in income of 125 

percent in one case and of 20*9 in the other* Secondly, 

in looking at wages as part of costs of production, we 

find that differences in productivity of non-wage costs 

are the chief cause of differences in wage levels*2- The 

wage differentials therefore, must be adjusted to cost 

differences in order to establish competitive equality* 

To illustrate this, let us say that in company A, one

2* Robert R* Nathan, Evaluation of Minimum Wage Policy 
in Puerto Rico* Washington 1955, p* 49*

2* Monthly Labor Review, U* S* Department of Labor, 
Bureau of Labor Statistics, Washington June, 1953, 
Vol* 79, Ho* 6, p* 625*
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unit of output is produced by one man-hour; while in 

Company B, two man-hour3 are needed for the production 

of the same unit of product. All things being equal, a 

worker in Company A may earn $1.00 an hour as compared to 

SO cents an hour for a worker in Company B, If wages went 

up 25 cents in both places, the unit labor cost which was 

previously $1.00 in both places, will now go up to $1.25 

in Company A and $1.50 in Company B. 1/ the wages would 

have been increased by the same percentage in both places, 

unit labor cost would change by the same amount in both 

companies.

Minimum Wage Development in Puerto Ries

In order that a better understanding of the last 

section of this chapter comparing minimum and average 

wages of Puerto Rico may be obtained, the situation 

before the establishment of a mtnimum wage law must be 

examined and what has happened since its establishment 

to the present time must be determined.
1

The Situation be fere 1938

In order to bring out the effects of federal minimum 

wage legislation in Puerto Rico, it is necessary to look 

into the wage picture prior to the Patr Labor Standards 

Act of 1938. Unfortunately, the available data on wages 

for that period is scarce. In manufacturing the average 

hourly wages were somewhere near 14 or 15 cents per hour. 

In the construction and transportation industries, the 

average tended to be around 20 cenvs an hour. The
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earnings in the hone needlework industry ranged from

cents to 4 cents an hour,— In agriculture the average 
4wages per hour were around 20 t o 35 cents' In most 

cases they ranged /row, 5 cents an hour to workers in 

tobacco farming to 15 cents in the sugar fields,— In 

order to get a proper picture of the situation the 

loo eat wages have to be studied. The following state- 

went of Samuel Qompers, given after his visit to Puerto 

Rico at the beginning of this century, serves to illus

trate this fact,

HI have seen men working, in the sugar plantations 

in Puerto Rico, 15 and 16 hours for 40 cents a 
day,"^

"I have seen women and young working girls picking 

coffee, working 12 to 14 hours a day in the coffee 

centers, and for IS or 20 cents a day, I have 

seen peons receive only from is to 20 cents a day 

for 11 or 12 or more hours of work,'^

On the other hand, in the United States average 

earnings for workers in manufacturing were 62 cents, that 

is, approximately 4 times the probable average hourly wage

Robert R, Nathan, op, cit,, p, 25,

4, Santiago Iglesios, "Luchas Smancipadoras", Cantero 
fernandes y Co,, San Juant 1929, p, 293,

5, Robert R, Nathan, op, cit,, p, 25,
6, Bolivar Pagan, Qiscurso pronunciado en el "Bia del 

Trabajo", el lro de Septiember de 1941, San Juant 
1941, p, 9,

7, Ibid, p, 10
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for manufacturing in Puerto Rico,

Minimum, Wage Determination since 1938

In 1933 the Fair Labor Standards Act was established. 

Under its provisions Puerto Rico was exempt from the ab

solute rate to be applied to the continental United States, 

Instead a system of industry council committees was es

tablished for the purpose of studying and making recom

mendations on minimum wages for specific industries in 

Puerto Rico^.

In 1940 the first industry committee met under the 

provisions of the amended Fair Labor Standards Act,

Since then, up to 1955, 17 other committees 3uch as thi3 

one have met and examined over a hundred industrial sec

tors and have issued, in that period, 422 wage determina

tions covering all individual sectors.

The needlework trades which comprise a bout a 

fifth of the number of sectors covered by the Federal 

Labor Relations Act, are at the low end of the wage 

range, They generally experienced three revisions of 

their initially established rates. The rate in the 

tobacco stemming and drying industry, al30 in the low 

wage group, has been increased three times. The cigar 

and cigarette industry have been revised four times. For 

most of the other sectors the minimum has been increased 

two or three times. In some instances, namely in banking,

3, Carroll R. Dougherty, Labor Problems in American In
dustry, Houghton Mifflin & Co,, 1949, pp 838-840,
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tnaurance and finance, cement and aoae of the divisions 

of communications and transportation, no third revtston 

was needed since the highest minimum permissible under 
the act had already been achieved,^

The Present Situation

At the end of 1955 there were 116 minimum wage de

terminations under the FederalAct in effect in Puerto 

Rico, These wage determinations range from 22$- cents to

75 cents. The total number of workers covered by the 
10

Federal minimums is estimated to be about 100,000,

On the other hand, the Commonwealth Minimum Wage Board 

has issued 22 mandatory decrees in the last 15 years. 

These decrees cover around 296,000 employees ,~ Since 

the Minimum Wage Board issues decrees to cover only those 

industries engaged in local commerces the import of its 

decrees shall not be discussed here. In Table 9, the 

frequency distribution of percentage increases in mini

mum wages for Puerto Rican industries, under the Fair

Labor Standards Act, is given.
It is worthy of note that the increase from the 

first to the most recent determination was under 50 per

cent in 13 out of the 114 cases. It was between 50 and

100 percent in 49 cases, and it was 100 or more in 52
cases.

9, Robert R, Nathan, op, pit,, p, 26

10, Ibid, p, 29

11, Monthly Labor Review, Puerto Rico, Sec, 1955, Vol, 
79 s No, 12, p, 1371,
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TABLS 8 - Frequency Distribution of Percent Increases in 
Minimum Wages For all Puerto P.ican Industries 
Under FISA as Classified in November 1955 U

Increase^/from
1st Determination
M U/.28/55

Number

Minimums^/

% Increase -/ 
from 11/30/49 
to 11/28/55

Number
Minimums^/

Under 20 a» Under 20 ■»
20 - 29.9 4 20 - 29.9 8
30 — 39.9 5 30 - 39.9 9
40 - 49.9 4 40 - 49.9 9
50 - 59.9 9 50 - 59.9 12
60 - 69.9 11 60 — 69.9 22
70 - 79.9 10 70 - 79.9 7
80 - 89.9 19 80 - 89.9 22
90 - 99.9 • 90 - 99.9 3

100 - 124.9 23 100 - 124.9 5
125 - 149.9 10 125 - 149.9 11
150 - 174.9 4 150 - 174.9 3
175 - 199.9 10 175 - 199.9 1
200 - 4 over 5 200 - 4 over 2

Total 114 Total 114

1/ Classifications of industry sectors sometimes were
changed during the periods considered. Changes in 
minimum wage rates for classifications in effect as 
of November 28, 1955, are traced in Appendix Table.

2/ When a classification that is now covered by a single 
minimum wage rate had two or more minimums in effect 
at the time of initial determination or as of Novem
ber 30, 1949, the lowest minimum rate was used to 
compute the percent changes to November 28, 1955.

3/ Two sectors established in 1955, namely miscellaneous 
apparel products and television broadcasting, are not 
included in this table.

Source» Robert S. Nathan, Evaluation of Minimum Wage Pol
icy in Puerto Rico. Washington 1955, p. 32.

Since 1940, the mainland minimum has risen from 30 

to 75 cents. This means an increase of 150 percent. 

Soon it is to go up to $1.00 which represents a 233 

percent increase above the 1940 le vsl.~

12. Departamento del Trabajo, Leaislacion del Troba.io 
Ftgente en Puerto Rico, San Juan, 1953, pp. 60-75.
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Only 19 of the Puerto Rican classifications have increased 

ISO percent or more. This, as was pointed out above, in

dicates that Puerto Rican rates have not increased as 

rapidly as those of the mainland. This is modified by
5,

the fact that because of a 2 year time lag, from the 

time the minimum is set until the effects are felt tn 

Puerto Rico, the period of time covered is shorter for 

Puerto Rico than for the mainland. More significant even, 

is the fact that a large proportion of the initial deter

minations in Puerto Rico represented substantial in

creases over the previously prevailing rates. In many 

instances, these were far greater than the percentage 

increases brought about in the United States by the 

initial enactment of the fair Labor Standards Act.—

Probably the most logical method of comparison is 

to analyse the percentage changes that have occurred from 

the time when one mainland minimum has been reflected in 

Puerto Rico to the time when the next mainland minimum has 

dean so reflected. If one assumed that two years 

elapsed between the setting of a new mainland mintmum and 

its complete reflection tn Puerto Rican minimum deter

minations, the results would be somewhat different. The 

mainland changes from 1945 to 1950 which was percent 

and the 1950 to 1955 one of 33-1/3 percent, will be com

pared to Puerto Rican changes in the periods between 1947 

to 1952 and 1952 to 1957 respectively. A comparison on

13. Robert R. Pathan, aa. cit.. p. 33.
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this baaia shows that Puerto Rico lagged behind the 

Federal change of 78$ percent between 1945 and 1950,

On the other hand, it ia clear that Puerto Rican mini

mums have increased aore than 33-1/3 percent between 

1958 and 1957.~

It must be noted, however, that all comparisons of 

the rate of change in Puerto Rican minimum wages with 

United States minimums, are of little validity because 

the roles of the minimums in the two areas are different. 

Minimum determinations in Puerto Rico tend to set the 

entire wage structure rather than only the floor, Mhile 

in the United States, minimum wage le gislation is designed 

to ameliorate only substandard conditions, while the 

actual wage pattern is determined by market forces. 

Therefore a complete picture cannot be obtained without 

looking at the actual wages paid. That is to say, the 

average hourly earnings in Puerto Rico must be compared 

with those in the United States,

In the United States, average gross hourly earnings 

have always been, with the exception of 1950, at least 

twice the legal minimum. In 1939, when the 85 cent mini

mum went into effect, average manufacturing earnings were 

68 cents or 2& times the minimum. In 1939, they were 

slightly higher but still over twice the 30 cent minimum. 

In 1945, when the minimum went up to 40 cents, manufact
uring earnings were slightly above $1,00 or more than

14, Ibid, p, 35,
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2& tinea the minimum, In 1949, before the minimum was

raised, average earnings were 3i tines the old 40 cent 
ISminimum and nearly twice the new 75 cent one,—

In Puerto Rico, hourly earnings are generally not 

very far above the minimums. There are three main 

reasons for this. First, chronic massive unemployment 

and underemployment generate a powerful repressive in

fluence on the movement of actual earninga,— Second,

trade unions in Puerto Rico play a minor role in wage 
1 7determination,— Third, in accordance to the Congres

sional mandate to the industry committees, minimum <

wages are set as high as possible without curtailing 

employment,— Thus minimum determinations tend to shape 

the actual wage pattern in Puerto Rico,

In industries covered by the Fair Labor Standards 

Act, average earnings were less than 10 percent above 

the minimum for about a third of the sectors. For 

half of the sectors, average earnings were less than 

15 percent above the minimum and for 70 percent the 

average hourly earnings were less than 25 percent above 

the minimum,—

15, Ibid, p, 37,

16, Supra, p, 5,

17, U, s. Congress, Rouse, Minimum Wages for Puerto Rico 
and the Virgin Islands, Bearings before the Committee

on Education and Labor, 84th Congress, Vashingtom 
1956, p, 20,

18, Carroll R, Dougherty, op« cit,, p, 839

19, Robert R, Nathan, op. cit,. p, 39
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Since 1946, the ratio of average hourly earnings in 

manufacturing industries in Puerto Rico to those in the 

United States, has changed very little. Nevertheless, it 

has become slightly more unfavorable. Between 1946 and 

June 1955, earnings in Puerto Rico declined from 32,3 to 

29,5 percent, as the ratio of mainland earnings. In com

parison to the southeastern states, the ratio declined 

even more slightly, from 41,2 to 40,0 percent during 

that period. In contrast to Mississippi, it increased 

a little, from 45,5 to 43,4 percent,—

Although the comparison of the trends in earnings 

in total manufacturing in Puerto Rico and the United 

States showed a slight decline in the ratio, the pic

ture is somewhat mixed when major industrial groups are 

contrasted. Of the 8 major industrial groups shown in 

Table 10, the average hourly earnings of three increased 

relatively more in Puerto Rico than in the United states 

during the period of 1946 to 1955, These were, apparel 

and related products, leather and leather products, and 

fabricated metal products. For textile mill products,

the relative increases were virtually equal. The other
•«

four increased less rapidly.

It is important to note that, since 1954, the mini

mums in six of the eight major groups have been revised 

upwards in Puerto Rico, This is a factor which would

20, See Table 9,
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TABLE 9 - Gross Average Hourly Earnings 0/ Production 
Workers in Manufacturing Industries - Puerto 
Rico compared with United States, Southeastern 
States, and Mississippi 1946 to 1954, June 1955

( Dollars)

Puerto Rico as 
Percentage of

Period
United
States

Southeast
U,S, 1/

Missis
sippi

Puerto
Rico U.S,

South
east

Missis
sippi

1946 1,086 ,356 32,8
1947 1,237 ,413 33,4
1948 1,350 ,429 31,8
1949 1,401 1,0^ ,441 31,5 41,2

1950 1,465 1,13 ,97 ,440 30,0 38,9 45,4
1951 1,59 1,22 1,03 ,453 28,5 37,1 44,0
1952 1,67 1,26 1,09 ,472 28,3 37,5 43,3
1953 1,77 1,32 1,14 ,500 28,3 37,9 43,9
1954 1,81 1,35 1,18 ,519 28,7 38,4 44,0

June-
1955 1,87 1,38 1,19 ,552 29,5 40,0 46,4

1/ Data in this column are weighted averages of U, S, 
Bureau of Labor Statistics average hourly earnings 
figures for the following statess Alabama, Florida, 
Georgia, Louisiana, Mississippi, Worth Carolina, 
South Carolina, Tennessee and Virginia, Estimates 
of manhours by State, derived from BLS weekly hours 
worked and employment figures were used as weights,

2/ Since no 1949 data are available for Louisiana, 
Mississippi, and Virginia, this estimate is based 
on the assumption that wages in these three states 
increased from 1949 to 1950 by the same percentage 
as wages in the six states for which 1949 figures 
are available.

Sourcess United States and data for individual statess 
U, S, Department of Labor, Bureau of Labor 
Statistics, Employment and Earnings, May 1955

(Annual Supplement Issue), and Septemcer 1955f 
Puerto Ricos From unpublished data of the 
Bureau of Labor Statistics of the Commonwealth 
of Puerto Rico,
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tend to increase Puerto Rican averages as percentages 

of the mainland. The data available for two of these 

industrial groups in the southeastern states shows that 

the rates of increase in Puerto Rico contrast more 

favorably with these states than with the United States 

as a whole, For example, in Mississippi between 19S0 

and 1955, the average hourly earnings in food and kindred 

products and in apparel and related products increased 

18,6 and 9,3 respectively. In Puerto Rico the increases 

were 24,4 and 30,6 for the shorter period between 1950 

and 1955,—*

Where it is possible to draw comparisons on more 

narrowly defined and therefore more comparable sectors^ 

it appears that average hourly earnings in Puerto Rico 

generally more than kept pace, percentagewise, with in

creases in the United States,

SUMMARY

(1) The comparisons of wages in this chapter are»,6t
made in terms of percentage relationships 

rather than cent differentials,

(2) Before 1938, the wage picture in Puerto Rico 

was very dismal. In manufacturing average 

wages were around 14 or 15 cents per hour. In 

construction and transportation the average 

wages were around 20 cents per hour. In home

21, Robert R, Nathan, op, cit,, p, 46
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needlework they ranged from 1& cents to 4 

cents per hour* In agriculture, the average 

wages ranged from 20 to 35 cents per hour*

(3) Since the enactment of the fair Labor Stan

dards Act in 1938, minimum wages have taken 

an upward trend* In the needlework trades 

and in the tobacco stemming and drying indus

try, minimums have generally been revised up

wards 3 times* The cigar and cigarette in

dustry has experienced 4 upward revisions*

Mas t of the other sectors were increased two 

or three times* In some instances the third 

revision was not necessary since the highest 

possible minimum had already been achieved*

(4) Since 1940, the mainland'minimum has risen 

150 percent* Only 19 of the Puerto Rican 

classifications have risen 150 percent or more* 

This is modified by two facts: 1, the time 

period covered for Puerto Rico is shorter, and 

2* percentage increases in wages, due to the 

initial enactments, were greater in Puerto 

Rico*

(5) Assuming a 2-year time lag, the periods com

pared would be: 1* 1945 to 1950 when the in

crease in the United States was greater than 

for Puerto Rico in the corresponding period 

of 1947 to 1952, 2* 1950 to 1955 when the in-



crease in the United States is expected to 

be lower than that of Puerto Rico in the 

corresponding period between 1952 and 1957,

(6) In comparing average wages, we find that in 

the United States they have always been at 

least twice the minimum. In Puerto Rico the 

average earnings were generally not very far 

above the minimum. In industries covered by 

the Pair Labor Standards Act, average wages 

were less than 10 percent above the minimum 

for a third of the sectors. For half of the 

sectors average wages were less than 15 per

cent above the minima. For 70 percent, the

average hourly earnings were less than 25 per

cent above the minimum, '

(7) Since 1946, the ratio of average earnings tn 

manufacturing in Puerto Rico to those in the 

United States has become slightly more un- 

favorable. However, out of eight major in

dustrial groups in Puerto Rico, average earn

ings in three increased relatively more than 

in the United States during the period from 

1946 to 1955, Out of the other five, one kept 

pace with the United States and four increased 

less rapidly,

(8) Where it is possible to draw comparisons on 

more narrowly defined and therefore more com-
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parable sectora, it appears that average 

hourly earnings in Puerto Rico generally 

more than topt pace with the United States* 

In Mississippi, for example, the average 

hourly earnings in food and Kindred products 

increased 18*6 percent as compared with a 

24*4 percent increase in Puerto Rico, In 

apparel and related products, Mississippi 

increased 9*3 percent as compared with 30*6 

percent in Puerto Rico*



CHAPTER III

The Effects of Minimum Wages on Puerto Rican Industries

The Diversity of Puerto Rican Industry

It is the purpose of this chapter to show the di

verse nature of the Puerto Rico economy and the ways in 

which this diversity must be taken into account in for

mulating and applying minimum wage policy and adminis

tration*

This diversity is exemplified by the fact that even 

though a considerable number of industries are now oper

ating profitably with a 75 cent minimum and some of them 

could pay more with no serious difficulty} other in

dustries face a doubtful prospect of survival, even with 

the current rate of 35 cents or less an hour* The future 

growth of some industries is dependent almost entirely 

upon the general course of economic development within 

Puerto Rico* That of others will be dependent on their 

success in meeting mainland standards of prices and 

quality* Still for others, foreign competition is the 

problem, Mechanised industries are growing in impor

tance but a substantial part of total employment is still 

concentrated in homework operations where no substantial 
change in productivity can occur*^

The high Jfe vel of wages attained in the United

2* Robert R* Nathan, Evaluation of Minimum Vaae Policy 
in Puerto Rico, Vashingtom 1355, p* 51*
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States has been made possible by the steady increase in 

man-hour output as a result of the progressive mechani

sation and improvement of production techniques, Puerto 

Rico can approach this level only to the extent that 

similar technological development occurs and only in 

those industries where this is possible. Where machines 

have not or cannot be introduced, productivity is static, 

and the high wage made possible by machine technology 

cannot be earned^

This is the economic background to which the objec

tives and criteria of the federal and Commonwealth Acts 

should be related. Both the Fair Labor Standards Act and 

the Commonwealth Minimum Wage Act share the common J*unda- 

mental objective of eliminating "conditions detrimental 

to the maintenance of the minimum standard of living 

necessary for health, efficiency, and general well being 

of workers" •— Within these objectives, the Fair Labor 

Standards Act prescribes two criteria for the establish- 

ment of minimum wages, namelyt curtailment of earning 

power and employment is to be avoided and, at the same 

time, Puerto Rican industry is not to be allowed a com

petitive advantage over United States industry,- This 
second criteria is naturally absent from the Commonwealth 

Act, but the first one is retained and strengthened by

£, Puerto Rico Department of Labor, Labor Legislation in 
Puerto Rico, San Juant 1953, Act 9t p, 1,

-g. Carroll R, Dougherty, Labor Problems in American Indus 
try, Roughton, Mifflin «ft Co*, 1943, p, 339,
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providing /or the progressive development of the Puerto 
4Rican economy.—

Puerto Rico fs economy at its present stage 0/ de

velopment comprises a number of sharply contrasting sec-
•>** 1

tors, presenting very different problems in the field of

minimum wage policy• For the purpose of analysis, four
5

major divisions can be made, although i n each there are 

al30 wide and important variations*

(1) Industries completely or largely exempt from 

federal jurisdiction, including agriculture, trade, 

services and a few manufacturing industries pro

ducing for local consumption*

(2) Industries completely or partially under federal 

jurisdiction, but not in competition with the United 

States, including construction, utilities, trans

port, finance and business services*

(3) Traditional export industries, particularly sugar 

and tobacco processing, and home needlework*

(4) The new manufacturing industries under federal 

jurisdiction and competitive in varying degrees 

with the United States.—

Each group or sector will be considered separately* 

Industries Outside Federal Jurisdiction

4* Adelaide Romero de Barcela, Industrial Legislation in 
“ United States - Caribbean Area Commonwealth of Puerto

Rico and the Virgin Islands. Office of Industrial,
Labor and Public Relations, San Juant 1955, p. 2*

5* Robert R. Nathan, op. cit.. p* 53.
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The industry group comprised of agriculture, trade 

services and local manufacturing is still by far the 

largest employer of labor in Puerto Pico, It accounts 

for about 60 percent of all employed workers. In the 

period between 1934 and 1950, agricultural employment 

went up moderately. During the same period employment 

in trade and services went up very rapidly. However, 

since 1950 the number of workers employed in all three 

has declined sharply. The decrease between 1949 and 

1954 has been from 214,000 to 172,000 in agriculture, 

from 99,000 to 93,000 in trade and from 77,000 to 67,000 

in services,"

With some minor exceptions, wages in this group are 

not subject to federal regulation, Sven when federal 

minimums do apply, for* example, in'the wholesale trade, 

it is clear that there is no problem of competition with 

the mainland. Some indirect compe bition may exist be

tween the Puerto Hican sugar and tobacco industries and 

those of the United States, but farmers are specifically 

exempt from federal legislation. Minimum wage policy in 

this sector can therefore focus squarely on the problems 

of employment, workers well being, and total income, and 

of the broad relationships of these industries to other 

sectors of the economy,—

Because of the increase in efficiency in agricul-

6, ioc, at.

7, Ibid, p, 54,
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ture, trade and services, in recent years, a sharp de

cline in the number of workers has occurred in each, of 

these area. The production of sugar and tobacco, the 

principal sources of agricultural employment, has not 

declined. The volume of wholesale and retail trade and 

the sales of services has increased. Therefore, despite 

the low level of prevailing wages, there has apparently 

been enough economic incentive, to businessmen and 

farmers, to reduce the number of workers required per 

unit of output more rapidly than the rise in total out

put, It seems reasonable to assume that this tendency 

will continue for some time, and that it will be ac-
3celerated by the imposition of higher minimum wages,—

However, this acceleration will not be the most im

portant result of raising the wages in these industries 

above their present low level, First of all, higher 

wages may tend to bring higher prices for the goods and 

services involved although this effect in all proba

bility would not be very great. To the extent that 

higher wages would stimulate more rapid improvements in 

efficiency, the effects on prices would be minimised. 

Secondly, in regards to the group as a whole, higher 

wages, even with somewhat lower employment, would result 

in a net increase in the general level of purchasing 

power and living standards of the island. This could,

3, Loc Cit
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within a reasonable period of tine, create enough demand 

and new jobs to offset the curtailment of employment.—

Federally Covered Industries Not Competing with the Main
land •

Employment in construction, utilities, transport, 

finance and business service, has grown rapidly as the 

economy has expanded and diversified. This is evidenced 

by the rise from 30,000 in 1930 to some 70,000, that is 

well over 10 percent of the total employed at the present 

time. The minimums set for these industries are general

ly at or near the upper end of the wage scale. Thus, 

the Federal 75 cent minimum is applied to banking, in

surance, and finance, to all utilities except radio 

broadcasting, to drydocks and to shipping. The minimum 

is 65 cents for radio broadcasting and business ser

vices and it is 60 cents for railway express and prop

erty motor transport. The construction industry is 

somewhat lower with a 50 cent minimum. Transport ser

vices under local regulation have somewhat lower rates,
10

ranging from 25 cents to 50 cents per hour.

In all of these industries, it is evident that there 

is n o significant degree of competition with mainland 

business. Therefore, no real issue of unfair competi

tion can arise in regards to this sector.

For most of the industries in this group, changes

9. Ibid, p. 55. 

10. Ibid, p. 57,
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in wage rates are unlikely to have a proportionate 

effect on demand and employment• In moat cases labor 

is a relatively minor element of cost, and as a con

sequence, higher wages should not be reflected in any 

major changes in prices. The principal exception is the 

construction industry, since higher wages for construc

tion workers would probably both increase construction 

costs and lead to a greater mechanisation in the indus

try. This industry is, however, an expanding one and 

as a consequence rising wages might gradually be ab
sorbed.^

The Traditional Export Industries.

The bulk of manufacturing employment is still pro

vided by the sugar and tobacco processing and home needle 

work industries. Although their importance as employers 

of labor has declined considerably in recent years, they 

still provide an average of some 45,000 jobs throughout 

the year. This represents about 45 percent of the manu

facturing employment and 8 percent of total employment.

There are about 28,000 home needleworkersf the sugar 
and tobacco processing industries employ 7,000 to 9,000 
each on the average, and about 11,000 each at the peak 

of the season. In 1950, average annual employment in 
these three industries was about 80,000.^

11. Simon Rottenberg, Labor Cost in the Puerto Rican 
^conomy, 4£bor ^e^ation8 Institute, Rio Piedrast

12. Robert R. Nathan, oj). ctt.. p. 58.
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The industries included in this group range from, 

one end to the other of the wage scale. The minimum, 

for sugar processing is at 75 cents while that of most 

home needlework and leaf tobacco processing are at or 

near the end of the scale,—

The Puerto Rican sugar industry is guaranteed a 

specific share of the mainland market as defined by law 

and by regulations of the United States Department of 

Agriculture• Generally, it does not sell abroad except 

on special circumstances,— In the long run, it may 

be assumed that the Puerto Rican quota will gradually 

be increased as total mainland consumption rises with 

population growth, However, per capita consumption in 

the United States appears to be relatively stable. 

Therefore, within reasonable limits, the issue of un

fair competition with the mainland cannot arise in the 

sector. Even if wages in Puerto Rico were lower, the 

market of mainland producers would not be impaired. On 

the other hand, Puerto Rican producers must meet the 

price established in the mainland market. If wages 

were increased to a point where it would be impossible 

to meet this price, employment would undoubtedly be 

curtailed,—

13• Loot Cit,
t

14, Nicolas Noguera Rivera, Centratgcion en la Indus
trie Asiucacera d_e_Puertp_Ric.p, Son Juan, p, 29,

15, Robert R, Nathan, op, cit,, p, 59,
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The competitive relations between Puerto Rican and 

and mainland tobacco also seems to have remained rela

tively stable during the pa3t few years. The mainland 

tobacco most directly in competition with Puerto Rican 

is a variety Known as "seedleaf "• It sells at a sub

stantially lower price than the be3t grade of Puerto 

Rican tobacco, about 95 cents per pound as compared with 

about $1.15 for the Puerto Rican product. Respite the 

difference in price, Puerto Rican tobacco has apparently 

been able to retain a relatively stable share of the 

limited cigar market. This stability is due, to some 

extent, to the reluctance of a few large cigar producers, 

to risk possible adverse consumer reactions to changes 

in the composition of its brands. It is reasonable to 

assume, however, that any substantial widening of the 

price difference might overcome this reluctance. In ad

dition to this, during recent years there have been in

creasing shipments of Cuban scrap tobacco which is said 

to be a substitute for Puerto Rican tobacco in cigars of 

the same price class. The price of this Cuban tobacco

is considerably lower, even than that of seedleaf tobac-
16 co.—

There seems to be no evidence of unfair competition 

between Puerto Rico and the mainland in the tobacco sec

tor, despite the low wages existing in the former. If

16« Ibid, p 9 62.
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there is any unfair competition this seems to come, not 

from Puerto Rico but from Cuba* This is an industry 

which, barring a revolutionary change in technology, can 

only exist by paying very low wages* It is difficult 

to see how an industry dependent on such low wages can 

maintain its working force if the general level of the 

economy rtses*

The home needlework industry is still by far the 

largest employer of manufacturing labor in Puerto Rico* 

Although the number of homeworkers has dropped from, about 

60,000 to 30,000, home needlework still employs more 

workers than sugar and tobacco processing. Wages, in 

the home needlework industry, are much lower than in 

any other industry subject to the Federal Labor Stan

dards Act. Most homeowners are paid on the basts of 

22/ cents and any substantial increase above this level 

would lead to the curtailment of .their markets and of

The recent rapid decline in the homework industries 

can be attributed to the steadily increasing competi

tion from low wage areas abroad, mainly the Philippines

and Japan, The 22/ cents per hour paid in Puerto Rico 
is a very high wage when compared to the 25 to 50 cents
per day reportedly earned by the Philippine homewor kers,^

From this it should follow that competition with

17* Loc. Cit* 

1£. Ibid, p. 63*
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the mainland industry would not be a significant fac»

tor for homework of this kind, However, it has been

argued, by mainland labor representatives, that Puerto

Rican homework does compete with the mainland, Even

if this were true, the real difficulty would be the

growing intensity of foreign competition which affects

both the Puerto Rican and mainland producers. It is

doubtful that even the complete elimination of Puerto

Rico from the market, would give more than temporary 
19relief to the mainland,—

In many cases homework is a supplement to the 

income of farm families. It may be the only source of 

incomme, in many areas, between cane cutting seasons* 

Even though the decline of employment in the homework 

industry appears inevitable, there' is no need to hasten 

its decline for this would pose a general problem of 

social and economic policy rather than one of minimum 

wage policy•

The New Industries,

The new industries that have been established in 

Puerto Rico since the beginning of the government indus

trial development program trade •named "Operation Boot~ 

strap", use techniques similar to those on the mainland

and produce goods which compete directly with those 
20manufactured in the United States•— Employment in

19, Loc, Ctt,
20, Colliers, "Operation Bootstrap", New Tor kt March

29, 1963,, p, 20,
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industries of this type is close to 25,000 or 25 per
cent of total manufacturing,^

These industries include establishments in a wide

range of lines of production. In the beginning, they

were predominantly in the soft goods field. However,

since then there has been an increasing diversification

into such industries as plastics, electrical equipment, 
22metal working, chemicals and the like,—

Some of these new industries have been highly 

successful and have expanded rapidly despite sharp in

creases in the minimums. Others have failed or are 

struggling for survival. These last ones have failed 

to obtain a firm foothold for a variety of reasons. The 

most common one is poor management but also included are 

difficulties in reaching adequate standards of produc

tion and quality, and perhaps in meeting higher costs
23as minimums were raised,—

The largest and most successful of these new in- 

dustries is the brassier industry. The first two plants 

were established in 1948 when the minimum was 24 oents. 

Since then, the minimum has been raised to 33 cents in 

1951 and to 55 cents in 1954.™'

The operations of this industry have expanded very

21, Robert R, Nathan, op. cit.. p, 65

22, Colliers, "Operation Bootstrap" op, cit,. p, 21,

23, Rob ert R, Nathan, op. cit., p. 66.

24, Log. Cit,
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rapidly. At the present it consists of 27 plants, em

ploying over 3,300 workers, During 1954, it shipped 

around 1,400,000 doaen garments to the United States,

This shipment was valued at $13 million. Profits that 

year, for 17 firms, were about 37 percent of sales,

Puerto Rico accounts for about 7 percent of the main

land market in value and employs some 15 percent of the 

total number of workers in this industry. Its share in

the physical volume is presumed to be somewhere between 
25these two figures,—

The rapid expansion of this industry is due mainly 

to the very substantial wage advantage which existed un

til the end of 1954 and which still exists although to 

a lesser degree. Average hourly earnings in Puerto Rico, 

under the 33 cent minimum, were 37i5 in 1952 and 40,5 

in 1953 or about 30 percent of those of the mainland 

workers. Under the 55 cent minimum, hourly earnings 

have risen to about 62 cents or 46 percent of the actual 

mainland average. This indicates that the difference 

in labor costs is proportionately less than the wage

differential though it must still be substantial
It is clear that Puerto Rican operations in this 

industry have been very profitable and continue to be 

profitable even after the 1954 increase of 67 percent 

in the minimum and some 50 percent in average wages.

28, hoc, Cit,■

26• hoc, Cit,
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Furthermore, there is the tax exemption*— which ia 

valuable to any profitable firm, and particularly valu

able to Puerto Rican branches or subsidiaries of main

land parent firms. There is sufficient reason to be

lieve that these firms have not neglected the oppor

tunity to allocate the costs of such integrated opera

tions in such a way as to reduce taxable profits of

mainland operations and increase the tax exempt Puerto 
38Rican profits,—

It is no wonder that the brassier industry has been 

accused of unfair competition. In this case it seems 

reasonably clear that the cost advantage was quite sub

stantial, and that it was based on wages well below 

what the industry could afford to pay. What is more 

difficult, or almost impossible to' estimate, is what the 

effect of a more prompt and greater increase in the 

minimum wage rate would be on the rate of expansion of 

the industry,
* £

Most of the other industries that have come to 

Puerto Rico in recent years are relatively capital in

tensive, In other words their ratio of investments to 

value by manufacture is higher and their ratio of labor 

cost to sales and value added is lower than for the 

brassier industry and the other textile and apparel

2?, New industries that are established in Puerto Rico 
are tax exempt for a ten-year period,

88, Robert R, Nathan, op, cit,, p, 67
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trades. The ratio of labor cost to investment as 

measured by depreciable assets is illustrated in 

Table 12, for selected industries.

At the start of the development programs, most of 

the new plants were labor intensive firms. As the pro 

gram progressed, there has been a marked shift towards 

relatively capital intensive industries. This is il

lustrated in Table 12 which shows the number of Econo

mic Development Administration promoted plants started 

plants discontinued, ar.d net increases for selected in 

dustries• This not only shows that the net increase 

in the number of plants in the second group has gradu

ally overtaken that of the first group, but also that 

plants in the s econd group appear to have a better sur 

vival record.

The plastics industry may be regarded as a fair 

example of industries of the latter kind. The first 

plant started operations in 1946; by 1950, four were 

in operation, while at the present the total has 

reached 27. Shipments to the mainland in 1954 totaled 

around #3.25 million. The number of workers employed 

is about 1,500. The ratio of production payroll to 

depreciable assets in 1954 was 49 percent as compared 

to 205 percent in the brassier industry. Profits for 

20 firms in 1954 aggregated 15.5 percent of sales.—

29. Ibid, p. 71.
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TABLE 11 - Production Workers* Payroll and Depreciable
Assets for Selected EDA Industries, 1954,

Industry

Production 
Workers ' 
Payroll
..(l°QQl

Depreci
able
Assets

Ctoool

Ratio of 
Payroll to 
Depreciable 
Assets-Percent

Miscellaneous Ap
parel!/ 1,532 505 329,6

Brassiers 2,123 1,033 205,5

Other Women's A 
Children's under
garments 1,480 763 194,0

Communication
Equipment 1,149 1,242 92,4

Other Electric 
Equipment A 
Supplies 530 757 70,0

Professional, 
Scientific A 
Controlling In
struments ex
cept plastics 901 1,300 69,3

Fabricated Plastics 1,150 2,326 49 •4

Machinery, ex
cept Electric 141 320 44,1

Primary A Fabri
cated metal in
dustries 464 1,280 36,3

1/ Excludes brassiere and other women's and children's 
undergarments, knitting mills, and men's and boys' 
furnishings and work clothing.

Sourest Special Tabulation by Economic Development 
Administration,
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Minimum, wages in the plastics industry have just 

been increased substantially, Between 1938 and 1948 the 

minimum was 35 cents, From 1948 to 1951 the minimum 

was raised to 40 cents. From then to 1955 the minimum 

was again raised to 45 cents. In 1955, the minimum was 

raised to 75 cents /or sprayers and vaporisers, 60 cents 

/or wall tiles, dinnerware and phonograph records, and 

53 cents /or other products. In approving the reco»- 

mendations o/ the industry committee 16 C which proposed 

these minimums, the Secretary o/ Labor stressed the 

relative newness o/ many /irms in the last two divisions 

as justi/ying rates below the 75 cent /igure, Some con

sideration was also given to Japanese competition in the 

case o/ the General Division.—

With labor cost constituting a considerably larger 

part o/ t> tai cost and price in the plastics industry than
t

in the apparel and textile trades, the success o/ tn~

dustries o/ this hind is considerably less dependent on
■ * ■ ■

the price level o/ minimum wages established. Moreover, 

the very /act that they can af/ord to pay higher wages 

strengthens their position in the labor market giving 

them /irst chotce o/ workers and lessening the problems 

o/ turnover and absenteeism.

In general, /or the capital intensive industries, 

tax exemption is a more important inducement than low 

minimum wage rates. This has in /act been recognised in

30, Loc, Cit,
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the pattern of minimum, wage* Moat of the minimums for 

thia group now range between 60 and 75 cents per hour* 

It is also true, however, that average wages paid to 

mainland employees in industries of this hind are con

siderably higher than those paid to workers in the soft 

goods industries! here there is some labor cost advan

tage even with relatively high minimums*

3UMMAHI

(1) The Puerto Bican economy is of a diverse 

nature* As a consequence a fixed standard 

cannot be used in determining the minimum 

wage rates*

(2) For the purpose Of analysis the Puerto Rican 

industries are classified into four main 

groups* These aret 1* industries outside 

federal jurisdiction, 2* federally covered 

industries not competing with the mainland,

3* traditional export industries, and 4* the 

new industries*

(3) The first two sections by definition involve 

no issue of unfair competition* In the 

third sector, the sugar industry is unable 

to compete with the United States because 

its quota is fixed by law* In the tobacco 

and needlework industries competition comes 

mainly from foreign sources and not from 

Puerto Rico*
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(4) Only in regards to the new industries is

there any issue of unfair competition, The 

fact is that competition exists between this 

sector and the mainland, However, this does 

not mean that there is a competitive advan

tage in the Puerto Rican sector. Because of 

the differences in productivity, in the ef

ficiency and cost of management, in transports 

tion, and other expenditures, Puerto Rican in

dustries need lower wages to be able to stay 

in the market.

f



CHAPTER 17

The Reed for a Flexible System
- ’

The Congress 0/ the United States decided, in 1940, 

to apply different minimum wage c riteria for Puerto Rico 

than those of the United States•— This decision came 

about because of the overwhelming evidence that a fixed 

minimum wage would not be feasible for Puerto Rico* The 

fact is, that the 1940 30 cent minimum was beyond the 

capacity of most Puerto Rican industries. The e conomy 

of Puerto Rico was far less developed than that of even 

the least developed mainland state. Similarly, wages 

were far lower in Puerto Rico than in the United States. 

It was concluded that the only practical solution to 

the problem was the use of a fie xible system.—

The flexible system, established in Puerto Rtco, 

operates through a system of industry committees. The 

purpose of these committees is to determine the adequate 

minimum for each particular industry. They are circum- 

scribed in determining the minimum wage by the Fair Labor 

Standards Act. Under the provisions of this Act, the 

minimum is not to bs set so high as to curtail employment 

nor so low as to give competitive advantage to Puerto 

Rican industries over mainland industries. They are also

2* Carroll R. Dougherty, Labor Problems in American In
dustry, Roughton, Mifflin A Co., 1949, p. 840.

2. Robert R. Nathan, Evaluation of Minimum Wage Policy in 
Puerto Rico, Washing tom 1953, p. 109.
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circumscribed by the fact that they can only act as an 

advisory body*&

Despite the remarkable progress achieved in the 

last fifteen years, Puerto Rico's economy still lags 

far behind the mainland* As has already been observed, 

per capita income in Puerto Rico is still only half of 

that of Mississippi which has the lowest per capita in- 

come of any of the 43 states* Productivity is still 

far below that of the United States* About one out of 

six participants in the labor force in Puerto Rico is 

fully employed* A substantial volume of unemployment 

still persists* Furthermore, the economy of Puerto 

Rico is characterised by industries ranging from a few 

modern mechanised industries to many relatively backward 

and low productivity industries* The situation still 

does not lend itself to a fixed overall minimum wage 

level *-

Perhaps a more precise question would be, whether 

the United States minimum wage could be made applicable 

to Puerto Rico* Without question, a minimum wage of 

$1*00 for all Puerto Rican employees in industries under 

the Fair Labor Standards Act is utterly impracticable 

at this time* Such a minimum would nearly double wage 

cost, on the average, in manufacturing industries* It 

would more than quadruple wage rates in the home needie

st* Carroll R* Dougherty, op* cit** p* 839 

4* Robert R* Nathan, pp* cit** p* 109
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work trades, The $1,00 minimum would, as a consequence, 

be disastrous for the economy of Puerto Rico, It would 

not only halt further industrialisation but it would also 

substantially reduce employment and production,

Stnce the $1,00 minimum is impossible, the next 

plausible question would be whether another fixed mini

mum could be appropriate. The answer to this question 

is in the negative. If a uniform minimum were to be set 

in Puerto Rico on the basis of the same ratio as exists 

between the new minimum in the United States and average 

hourly earnings in mainland industries, the resulting 

standard in Puerto Rico would be some 25 or 30 cents per 

hour,6 If a standard minimum wage were to be established 

in Puerto Rico at a level which would directly affect 

the same proportion of workers as were directly affected 

by the fixed minimum within the United States, then the 

mtntmum would be too low. In 193Q, around 10 percent 

of the American workers in affected industries tn the 

United States were earning under 25 cents when the 25 

cent minimum was enacted. If the purpose were to raise 

the hourly earnings of only the lowest 10 percent of 

the earners in affected industries in Puerto Rico, an 

absurd standard of 25 cents would have to be set,%

Such levels would be unfair to tens of thousands

5, Loo, Git,

6, Ibid, p. 111,

Loc, Git,7,
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Puerto Rican workers and the minimums would be far too

low relative paying ability of many of the industries.

Furthermore, it would create havoc in the competition 
3for mainland markets with many mainland industries*—

It is conceivable that some fixed standard might be

established at a level which would raise the wages of 

some workers and not impede further industrialisation*

A SO or even 60 cents per hour standard minimum might 

seem plausible* However, in practice, it is believed 

that such a level would not be appropriate* First of 

all, there would have to be exceptions, specially for 

homework and tobacco processing* Otherwise, a consi

derable number of jobs might be wiped out* Secondly,
9

many industries could and do support higher minimums,— 

Nevertheless, they might actually cut wage rates in view 

of the large scale unemployment and the relative weak

ness of labor unions in Puerto Rico* Finally, a fixed 

minimum becomes rather meantngless when there are so 

many exceptions below it*—

The Puerto Rican economy is composed of a large

8, Loc* Cit,

9. Rafael Pico, Puerto Rico's Technical Cooperation* 
Monthly Information Bulletin, Caribbean Commis
sion, Trinidads 1963, p, 171*

10* Evaluation of Minimum Wage Policy In Puerto Rico*
op* cit,, p, 112*
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mixture of very low and high productivity industries.

This economy is characterised by a large amount 0/ un

employment and underemployment, a lack of rigorous 

trade unton organisation, and an urgent need for in

dustrialisation and for inducements to new industries.

In an economy such as this a fixed minimum is not feasible. 

This conclusion is applied with full force to the mini

mum of $1,00 per hour and only in o slightly les3 degree 

to any lower minimum. Therefore, the only possible solu

tion to the problem i3 the continuance of the flexible 

system for Puerto Rican wage determinations.
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