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Abstract

Regarding the recent proposal made by the Mexico City Government about the recovery of the purchasing
power of the minimum wage, some reflections on the theories of production and distribution are proposed.
We first review the seminal paper written by Cobb and Douglas (1928). Some obstacles in measuring the
marginal factor products, and a pair of inconsistencies between the theories of production and distribution on
the one hand, and some exercises of quantifying “productivities” on the other hand, are presented. Finally,
a model of imperfect competition, which displays the dispute over income between economic agents, is
included. One conclusion is that income distribution does not follow a simple rule, but a bargaining process
based on market power in a historical context that provides inertia and in which institutions play a key role.
© 2017 Universidad Nacional Auténoma de México, Facultad de Contaduria y Administracién. This is an
open access article under the CC BY-NC-ND license (http://creativecommons.org/licenses/by-nc-nd/4.0/).
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Resumen

Tomando como pretexto la reciente propuesta capitalina de recuperacion del poder de compra del salario
minimo, se proponen algunas reflexiones en torno a las teorias de la produccién y la distribucién. En
primer lugar, se revisa el documento seminal de Cobb y Douglas (1928). A continuacién se presentan
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algunos obstdculos en la medicién de los productos marginales de los factores y un par de inconsistencias
entre las teorfas de la produccién y distribucion, por un lado, y algunos ejercicios de cuantificacion de las
«productividades», por otro. Finalmente se retoma un modelo de competencia imperfecta que evidencia la
disputa por el ingreso entre los agentes econdmicos. Una conclusion es que la distribucién del ingreso no
sigue una regla simple, sino un proceso de regateo basado en el poder de mercado, en un contexto histérico
que le proporciona inercia y en el que las instituciones desempefan un papel clave.
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Introduction

In the month of August 2014 the Government of Mexico City presented a study titled Politica de
Recuperacion del Salario Minimo en México y en el Distrito Federal: Propuesta para un Acuerdo
Nacional (Policy for the Recovery of the Minimum Wage in Mexico and Mexico City: Proposal for
aNational Agreement), created by its Economic Cabinet and nine experts with different affiliations
(Antonio Azuela, Graciela Irma Bensusan, Gerardo Esquivel, Ariel Rodriguez, Enrique Provencio,
Jaime Ros, Pablo Yanes y Raymundo M. Campos). In a study that links minimum wage—and in
general the rest of the structure of a country’s remunerations—to the so called “labor productivity”,
itis important not to lose sight of the distinction between the theories of production and the theories
of distribution that underlie them. Our intention here is to do just that.

This investigation is structured in five sections. In the first section we do a minimal exposition of
the capital’s proposal. In the second section we comment, from a theoretical-historical perspective,
on the seminal document written by Cobb and Douglas (1928). Without abandoning the neoclassic
perspective, in the third section some of the practical obstacles in the measure of the marginal
products of the production factors are presented, as well as a pair of inconsistencies between the
theories of production and distribution, on the one hand, and some of the quantification exercises
of the “productivities” on the other. In the fourth section we come back to an imperfect post-
Keynesian competition model that determines the number of goods and services available from
the amount of employment and the apparent work productivity, and which evidences the conflict
for income among the economic agents. The document concludes with some final observations.

Minimum review of the capital’s proposal

Based on a serious effort in the collection of official Mexican statistics and those of other
countries, the document presented by the capital’s government proposed, in the first place, a set
of stylized facts on the trajectory of minimum wage and the “labor productivities” not only for
Mexico but for a number of other countries. In this sense, it accurately adopted a historical and
international perspective to revise the key variables of its study.

Figs. I and 2 reveal the behavior of minimum wage in Mexico and its insufficiency to access the
basic products defined by the Consejo Nacional de Evaluacion de la Politica de Desarrollo Social
(National Council for the Evaluation of Social Development Policy)—a public organization that


http://creativecommons.org/licenses/by-nc-nd/4.0/

ISIf)rticles el Y 20 6La5 s 3l OISl ¥
Olpl (pawasd DYl gz 5o Ve 00 Az 5 ddes 36kl Ol ¥/
auass daz 3 Gl Gy V

Wi Ol3a 9 £aoge o I rals 9oy T 55 g OISl V/

s ,a Jol domieo ¥ O, 55l 0lsel v/

ol guae sla oLl Al b ,mml csls p oKl V7

N s ls 5l e i (560 sglils V7

Sl 5,:K8) Kiadigh o Sl (5300 0,00 b 25 ol Sleiiy ¥/


https://isiarticles.com/article/140869

