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I- PUERTO RICO'S ECONOMY IN 1960-61

SUMMARY

The net income of Puerto Rico increased in 1960-61 by 7.5 per-
cent reaching a figure of $I,465 million. This increase is especially
significant when it is considered that in the United States an economic
contraction extended during the major part of the year. The general
price index in Puerto Rico rose by L.7percent, but even deducting the
increase attributed to prices, there was still an increase in net income
of 5.9 percent.

In terms of real income per capita, however, this wasmuchless
because, with a decrease in-migration, the total population registered
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the highest annual increase of the decade. Nevertheless, the real in-
come per capita showed an increase of 4.2 percent, somewhat lower
than the average rate of increase in the last decade. It may be noted
that throughout the decade of 1940-50,the annual rate of growth in per
capita net income,in constant prices was 4.0 percent while in the last
decade the rate of increase rose to 5.2 percent per year.

Although this year's economic growth continued throughout the
year, the rate of increase was uneven. While net income in the United
States during the October to December quarter registered a decrease
in two consecutive quarters, Puerto Ricohad an increase of 1.7 per-
cent. In the following quarter, January to March when the United States
contraction reached its lowest point,the adjusted seasonal net income
for Puerto Rico again rose but the rate of increase was reduced to a
little more than one percent. It was in the last quarter of the fiscal
year that there was considerable acceleration in the rate of increase.
During that quarter, Puerto Rico's economy was generating incomes
at an annual rate of $1,518 million, that is, at a level of 9.3 percent
higher than the corresponding quarter of 1960.
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Again, one of the most notable characteristics of economic growth
was the high level of investment in new construction, machinery and
equipment, realized in the different sectors of the economy. The value
of these investments rose to $367million, representing twenty-one per-
cent of the gross product. Thus, for five consecutive years, invest-
ment in fixed capital goods has represented twenty percent or more
of the gross product.

Of the two investment components: ''new construction,"and 'ma-
chinery and equipment" the former accounted for all of the increase
for this year. Construction, including federal government projects,
reaching a total value of $261 million representing a ten percent in-
crease over the 1959-60 figure. The rise in construction industry gen-
erated increases in other sectors of the economy. For example, fac-
tories whose production is related to the construction industry showed
an increase of thirteen percent in their payroll.

In addition to construction, the manutacturing industry acted to
induce economic growth in the past year. The net income in manufac-
turing increased by 9.8 percent even though the external demand for
articles of clothing, leather, light machinery and other common pro-
ducts, which are exported by the new factories, reflected economic
contraction in the United States during the first seven or eight months
of the year. In the last quarter of the year, however, paralleling the

TABLE I- NET INCOME, BY INDUSTRY

(Millions of dollars)

Industry  1949-50 1959-60 ' 1960-61

Agriculture. .. cvveiiiniiiiiiieiierneenrnnenaans 149 188 200

Manufacturing and mining.....eeceveevvenonaecoss 90 294 322

Contract construction..........eeeeeeeveeeeeeens 27 84 90

Commonwealth and municipal governments.......... 70 175 192
Rest of the World:

Federal GOVETDMENT.....vvveesseeennnes 46 8 79

Other nonresidents......cecevceocosnces - 15 - 83 - 99

Other industries..........ceveevvvenennecnannens 247 627 682

TOTAL: e covvencnns P e 614 1,362 1,465




economic reactivation of the United States, these industrial exports
increased as in previous years, consequently giving rise to higher in-
dustrial activity. Between the first and second calendar quarters of
1961, net income in manufacturing, adjusted seasonally, rose by four
percent in comparison to the increase of only 2.0 percent registered
in the preceding quarter.

A third factor in the economic growth was the increase in agri-
cultural production. The total value of this production rose to $250
million, thus representing an increase of 5.8 percent from the prior
year. The main factors in this increase were: First, the rise in the
production of sugar cane; second, the livestock industry which main~-
tained its tendency to increase as in past year. The value of this pro-
duction rose to $91 million, representing approximately 36.3 percent
of total agricultural production. The 1960-61 increase in total agri-
cultural production is plainly significant when it is considered that
this also occurred in a year of low coffee harvest. This crop de-
creased to 260,000 quintals in comparison to 345,000 quintals har-
vested in 1959-60,

The fourth factor contributing to economic growth of the past
year was in increase in government expenditures. One of the main
reasons was the rise in the budget for education brought about an in=-
crease in the number of teachers and their salaries. A second con-
tributing factor was an increase in police salaries. Total central and
municipal government expenditures rose by $22 million and approxi-
mately $17 million of this total represents an increase in the items of
wages and salaries.

The growth in tourism was interrupted last year. Expenditures

by visitors totaled $57 million, a figure slightly lower than that of 1959-

1960. The total number of foreign visitors rose to 343,000, Although
this figure is lower than the one for the previous year, the decrease
was attributable entirely to Puerto Ricans who are United States resi-
dents and upon their visit to Puerto Rico remain with relatives rather
than in hotels, The number of tourists lodging in hotels in the metro-
politan areas was greater than the previous year. The expenditures by

this group of tourists exceeded the 1959-60 figure by five percent rising

to $31 million.
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The increase in production was reflected in exports which in-
creased by ten percent and rose to $674 million. Although the typical
exports of the newfactories established to produce articles of clothing,
machinery, electric appliances, shoes and similar articles reflected
the impact of the United States economic contraction, which minimized
the rate of increase, other specific exports from new factories such
as gasoline, petrochemical products, tuna and tobacco registered sub-

“stancial increaseg. These together with a rise in rum and sugar ex-
ports produced an increase of $62 million in total exports.

Imports, on the other hand, increased by only $6 million. Thus,
for the second consecutive year the commercial balance has been re-
duced. The decrease inthe trade deficithas beenaccompained by radi-
cal shifts, bringing about improved commercial balance with the United
States and an increased deficit with foreign countries. In 1958-59 to
1960-61, imports from the United States increased by $83 million, while
in the same period exports to the United States increasedby $179 mil-
lion, reducing the net commercial balance with the United States.
Simultanesously, foreign imports have been increasing systematically
with imports of petroleum, lumber, paper and other primary products.
Although foreign trade represents onlyeleven percent of total external
trade, the deficit on the first of these constitutes sixty-two percent of
the total commercial balance.




AGRICULTURE

In 1960-61 the value of agricultural production reached anewhigh
rising to $250 million and representing a $14 million increase as com=-
pared to the preceding year. The increase is especially significant this
year due to the fact that the biennial cycle in th e production of coffee
corresponds to a year of low harvest. Excluding coffee, the total value
of agricultural production registered 8.4 percent a greater rise than .,
that shown by the economy as a whole, '

The sector which.contributed most to this year's increase was
sugarcane, enabling the planters to obtain $12.5 million more than the
previous year, $8.9 million more from the sugar that was produced
and $3.6 million more from molasses. The planters benefitted by an
amendment to the Sugar Law, which increased their participation in

production of molasses, representing an additional income of some
$2 million.

The cane crop was comparatively good vyielding a harvest of
about 750,000 more tons of sugarcane thaninthe past year. Production

VALUE OF AGRICULTURAL PRODUCTION
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of cane per acre was about thirty~three tons, the second highest yield
of all times. It is evident that one of the main factors that has con-
tributed to this increase has beenthe incentive programs for new crops}
which ha ve induced a more intensive renovation of the plantations,
making possible the planting of better varieties which are disease re~-
sistent. However, the sugar yield is still low; although it was some-~
what higher than the preceding year, it only reached 10.19 percent,.
Total sugar production, as a result of the cane production and its
slightly improved yield,increased by 8.8 percent comparedtothe past
year, reaching a level of 1,109,000 tons. In terms of productionper
cuerda the harvest of sugar is still comparatively low,at the same time,
an advance has been made by anincrease of 3.4tons per cuerda. Thus,
this may be the beginning of an increase in sugar yield per cuerda in
which may reside the main potential for expansion of the sugar indus-
try.

In the last decade livestock production, as a whole, has been in-

creasing at a rate of 5.7 percent per year. In the preceding year,
however, the rateof increase ha s been reduced to 4.5 percent. This
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smaller gain stems from a relatively small increase in milk produc-
tion compared to past years. Although it must be acknowledged that
the rapidly growing demand of the past decade cannot b e maintained
indefinitely, there is still great potential for further increase, partly
because of population increase, but basically because of higher milk
consumption, which has been induced by a rise in income level, Aside
from the rise in population this particular year, the income level has
increased considerably and,in addition, milk imports have diminished.
It was to be expected thatmilk production should have increased more
than the 3.3 percent indicated by the statistics. It appears that in the
past year there was an excess in milk production. Although in 196061
the pasturizing plants received twelve million more liters, they sold
seventeen million more in fresh milk , which indicates that consump-
tion 1n fresh milk itself has increased more than production,

Egg production was another item which contributed significantly
to the livestock sector.The value of production increased from $8 mil-
lion in 1959-60 to $9.4 million in 1960-61. This rise, together with po-
tentials for expansion, promise not only further increase in local de- '
mand but also the substitution of imports.

In the cattle sector there 1s great hope although it is still pre=-
mature to observe the results of the government programs. However,
gains have been made. In the past year the value of beef productionin-
creased by five percent, although the cattlemen are generally building
up their herds for greater yield in the future. The inventory of beef
cattle has increased by some 60,000 head in the past three years, and
it can be assumed that a great increase has been registered in the num-
ber of cows for the breeding of beef cattle,

In relation to tobacco, the harvest wa s 175,000 quintals, some-
what less than the harvestof the past year. Nevertheless, due to price
increase, the value of production remained at the same level.

The production of coffee, due to the biennial cycle, decreased
from 345,000 quintals in 1959-60 to 260,000 quintals last year. How=
ever, this production was greater by 15,000 quintals than the produc=-
tion of 1958~59 which was also a year of low production in the biennial
cycle . As was expectedthe value of production decreased by $5million.

Pineapple production registered a nineteen percent increase,this
fact coupled with an increase in price brought the growers an income
totaling $3. 1 million. As for other fruit production a slight increase
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was also registered, all of which indicates that the production of fruits
as well as garden crops will continue to increase due to the increase
in local demand, and a probable increase in exports.

APPARENT IMPORT SUBSTITUTION: LIVESTOCK PRODUCTS
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The shift in composition of livestock and poultry imports have
been very significant this past year.Egg imports decreasedby thirteen
percent, dropping to 6.3 million dozen, - which is the lowest import
figure inthe past years, although it still represents more than 134 per-
cent of the production of the commercial farms.

Milk imports began to decrease for the first time as reflected in
the imports statistics. The value of milk imports in 1959-60 was $17.5
million and decreased to $16.9 million this year.  The amount of milk
imported also decreased. Imports for the entire year 1960-61 are cal-
culated at 67 million pounds, being 1.3 million pounds less than in the
preceding year. At'the same time local production increased as previ-
ously mentioned by twelve million liters.




Imports of pork likewise decreased, going from 535,000 hundred
weights in 1959-60 to 527,000, On the contrary, beef imports and its
derivatives continued to increase at a vigorous rate, From 256,000 hun-
dred weights imported in 1959-60 it rose to 277,000 in 1960-61,

APPARENT IMPORT SUBSTITUTION: DAIRY PRODUCTS
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The most notable reduction in the imports of food products was
that of poultry meat. Poultry meat imports have decreased by twelve
percent, dropping from 158,000 quintals to 138,000. Nevertheless the
imports still exceed the local commercial farms by forty-three per-

cent.

In summary, the changes in imports and production of poultry
and cattle have beeninline with the expectations for the coming decade,
except in the case of beef production where production has been lower

than had previously been foreseen.
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MANUFACTURING

As a result of economic contraction in the United States, the
rate of growth of Puerto Rico's manufacture sector during 1961 was
considerably below that of the previous year. However,the reported
increase was 9.9 percent which was much above the percentage in-
crease in the previous recession year 1957-58.

Net increase in manufacture reached a recordlevel of $320 mil-
lion surpassing the previous year's level by $29 million. Again the
principal factor in the expansion was the increase in factories pro-
moted by Fomento (whose net income generated rose by 13,6 percent),
also surpassing its corresponding rise of eleven percent during the
1957-58 contraction, On the other hand, those factories gearedto pro-
duction for local demand experienced a good year owing to the gen-
eral rise in the local economy.

TABLE II - NET INCOME ORIGINATING IN MANUFACTURING

(Millions of dollars)

Net Income _ Increase
1959-60 1960-61 Absolute Relative
TOTAL: e v vvevavannns 291 320 29 9. 9%
EDA Promoted Plants............. 153 174 21 13. 6%
Others...veuivrernnnnnennanennne 138 146 8 5.8%

Increased demand on the part of the construétion industry, the
establishment of new plants for the manufacture of cigars, the attain-
ment of normal operation in the petroleum refinery and chemical in-
dustry, the establishment and expansion of new plants for tuna fish
canning a s well a s other new factories have been the determining
factors in the growth registered by manufacture last year.
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TOTAL NET INCOME AND ANNUAL RATE OF INCREASE: PLANTS PROMOTED AND OTHER
ANNUAL RATE OF INCREASE
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As a result of these favorable factors the payroll in industries
oriented to construction rose by 12,5 percent. Net income from the
production of cigarsand cigarettes was fifty-one percent higher and
in the chemical industry ( including petroleum refinery ) it rose by
thirty-four percent, while inthat sector ofthe food processing indus-
try which includes tuna fish canning, net income rose by thirty-five
percent.

The industries most strongly affected by the economic contrac-
tioninthe United States, and those that were in great majority respon-
sible for the fact that the rate of growth in manufacturing net income
failed to reach ten percent, were the clothing and textile industries,
machinery, and electrical appliances; all of which are oriented toward
the export market. The impact in the clothing industry began to be felt
in September, showing a drop-off in activity similar tothat of the United
States. There the production indexfor the clothing industry dropped from
127 in August 1960 to 113 in January of 1961, The electrical machinery
and instruments industries almost immediately reflected the contrac-
tion in the States. The corresponding United States production indexes

12




CHANGES IN THE MANUFACTURING STRUCTURE, NET INCOME GENERATED
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in this case had already begun to drop in January of 1960. In Puerto
Rico the rate of growth began to level off beginning in March.

As a resultof the reduction via contractionin United States mar-
ket demand, the rate of increase in net income in the clothing industry
dropped from 13.5percent to 7.2percent between 1959-60 and 1960-61.
In the machinery and electric applicance industry it dropped from

26.9 percent to 3.5 percent.

However, upon initiation, last March and April, of United States
economic recovery, these industries, especially that of machinery and
electric appliances also began to reactivate their production. By May
and June of the pastyear payrollsin the machinery industry were twenty-
three percenthigher thanthe corresponding period of the previous year,
while only a few months earlier, in the middle of the contraction, they

were five percent lower than the preceding year.
These results are also promising in regards to employment. In
the economic estimates for the next decade projections for the indus-

trial development program called for the realization of a percentage

13




TOTAL EMPLOYMENT IN PLANTS PROMOTED BY FOMENTO
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increase inthe next five years of 6,400 jobs per year.It should be under-
stood that this figure is an ayerage of good years and of recession years.
Last year, despite its being a year of contraction, the employment in-
creased (from June to June) has been 5,200 which is consistent with the

TABLE III - NET INCOME IN MANUFACTURING

(In thousands - June)

Item 1954-55 | 1955-56 | 1956-57 | 1957-58 | 1958-59 | 1959-60 | 1960-61

TOTAL: e eevovnnnnnns 67.3 73.2 7.1 68.6 76.3 82.1 87.3

Nom EDA. . eeeviininninennnnnannss 41.6 43.2 36.4 35.3 34.8 36.2 37.0
EDA Promoted.......covivvunennnnn 25.17 30.0 34,7 33.3 41.5 45.9 50.3
Established during the year.. 2.0 3.8 2.9 2.5 4.5 3.4 5.8
Others.....covvievieennnennns 23.17 26.2 31.8 30.8 [ 37.0 42.5 44.5
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projections. The rise took place chiefly inthe Fomento factories. Last
June, 50,300 employees worked compared with 46,000 a year earlier.
In other industries, the level of employment has risen for the second
consecutive year interrupting the downwardtrendthathadbeenregistered
earlier as a result of the productivity increases. June employment in
non Fomento industries was around 37,000 compared with 35,000 two
years earlier .

The increased employment in Fomento factories has been caused
entirely by new plants opened during the year. Otherwise the level of
employment would have declined; the plants that were already in oper-
ation at the beginning of the year cut back their employment by 1,400
‘employees. This cutback is typical of recession years and wa s also
evident inthe earlier recession.In that year plants that \weré in opera-
tion at the beginning of the period had a reduction of 4,000 in employ-
ment. It has to be considered, however, that in 1958 the recessionlasted
up to the end of the fiscal year, while in 1961, recovery had already been
underway for three or four months before the end of the year. The new
plants opened during the year had a level of 5,800 employees by the end
of the period. Never before have factories established in a certain year
registered such a high level of employment by the year end. As experi-
ence indicates, employment in these plants should also be expected to
rise significantly during the current year.

TABLE IV - EDA PROMOTED PLANTS, FISCAL YEARS

Item 1955 1956 1957 1958 1959 1960 1961
Promoted during the year......... 68 108 149 108 152 145 118
Started operations.........c00un 52 88 88 96 106 118 118
Promoted during the year..... 33 62 63 47 67 72 59
Promoted previously.......... 19 26 25 49 39 46 59

In process of establishment: end
Of Year.ieiuieerenenenencnnnanens 35 38 93 86 96 107 86
Promoted during the year..... 33 41 82 58 76 69 58
Promoted previously.......... 2 7 11 28 20 38 28

=T B 292 354 421 463 | 524 596 660
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During 1960-61, the Economic Development Administration pro-
moted 118 plants, eighty-five from outside of Puerto Rico and thirty-
three of local origin. Furthermore,therewere twenty six expansions.
Despite the fact that the number of promotions were sharply reduced
from the previous year, an identical number of plants began opera-
tions. In bothyears, a total of 118 new plants opened their doors; a
figure never reached before. This accomplishment resulted from the
fact that at the beginning of the year a great number of plants were in
process of being established and that, of these, no less than fifty-nine,
possibly a higher proportion than in any other earlier year, began op-
erations. Naturally, by the end of the year the inventory of plants in
process of being established dwindled sharply implying that in order
to maintain the same number of plant openings during the presentyear
it will be necessary that the number of promotions surpass those of
last year.

kY

With the additional plants established in 1961 the total number of
factories existing in Puerto Rico which had been opened under the pro-
gram of industrialization reached 708 last June. Of these 660 are in
operation the remainder being temporarily closed.
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CONSTRUCTION ACTIVITY

Once again, this past year, the construction industry has been
one of the leading factors contributing to economic growth. The total
value of work-put-in-place reached $261 million, about $24 million
rise over the previous year. The impact of this expansion was felt
in a variety of related sectors, but primarily inthose manufacturing
industries that are linked to supply needs in the construction field.
Purchase of construction materials and supplies rose to $153 million
last year, of which an estimated $53 million was furnished by local
producers. Industries oriented to the construction industry showed
a net income gain on the order of thirteen percent, a larger rise than
that shown on the average by all manufactures.

Residential construction has been the chief factor underlying
the expansion in the industry's activity. During the year a total of
$102 million, representing six percent of gross product, has been
invested in public and private dwelling units. This attests to the in-
tensity of home construction in Puerto Rico; by contrast, the corres-
ponding percentage inthe United States is{five percent and in northern

TABLE V - VALUE OF CONSTRUCTION ACTIVITY

(Millions of dollars)

Item 1959-60 1960-61

Total Construction....eveeeveeeennans 237 261

DWEllingS, s vuevneneeraeerorasaesnensesesasacnnasasonnns 88 102
Private.....,..v0eunnn S teseeessernesatetactasanna 72 82
Public enterprises. i iuurvieeernieeeeenennnnsens 16 20
Industrial works, commercial, €tC......veeeeeeeeennnans 95 107
Private enterprises. .i.ivieeeenernncrrnoercoennnonns 43 56
Public enterprises. . .vieeerenerrencsnsracannennnns 52 51
Roads, schools and other public WOTKS.....veeeeeeneonne 44 46
Commonwealth Government......eeveceeeeeeoenncennnns 29 31
Municipal GOVernmentS....vveceesoroeseacsoonocnnnns 15 15
Federal Government...,.. S et s ettesrscasaatsansasestannas 10 7
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European countries where the proportion of gross product devoted to
housing used to be high, this ratio barely exceeded five percent.

Though this year's growth was apparent in both public and pri-
vate residential units, the principal increase took place inthe private
category. The total value of workin this sector was $82 million, four=-
teen percent more than the prior year. The last two years in Puerto
Rico have occasioned arcund 19,000 residentialconstruction starts
compared with only 13,000 inthe two preceding years. Yet the number
started in the Metropolitan area of San Juan has continued to account
for seventy-two percent of the total,

TABLE VI - NEW DWELLING UNITS AUTHORIZED TO BE CCNSTRUCTED BY PRIVATE
ENTERPRISE IN PUERTO RICO AND SAN JUAN STANDARD METROPO-

LITAN AREA
. San Juan % San Juan
'Average Puerto Rico Metropolitan Metropolitan
Fiscal year Total
Area Area
1952-53 2,350 1,326 56. 4
1954-55 3,522 2,387 66.0
1956-57 6,532 4,546 69.4
1958-59 6, 330 4,302 67.8
1960-61 9,511 6, 897 72.3

With respect to public housing, the value put in place has also
risen significantly, growing from $16 millionin fiscal 1960 to $20 mil-
lionin the past year. However the increase has not yet fully reflected
the potential rise implicit in the presentprogram of public building The
real impact is expected to be felt this year.

18




NUMBER OF PRIVATE HOUSING UNITS AUTHORIZED FOR CONSTRUCTION
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BIENNIAL AVERAGES

Private .nonresidential construction, which had reached signifi-
cant levels in past years owing to investment in petroleum refineries,
chemical plants etc., has again shown an additional rise but for different
reasons. Last year's increase was attributable principally to the ex-
pansion of the telephone network andtothe construction of commercial
condominiums and office buildings. In addition there have been sub-
stantial industrial projects such as the Consolidated Cigar plant in Cayey,
and inthe field of hotel construction in whichthe Miramar Charter House
figured importantly. Investments in private industrial plants dropped
however, as did the number of permits issued for this type of building.
In 1961 only $4 million in permits for private industrial plants were
issued, about eleven percent less than in the prior year.

Considered jointly, investment of the public authorities registered
a decline. The principal reason was that the most important phase in
construction of the Water Resources, Palo Seco plant, had taken place
a year earlier. Because of a tapering off in this project, the Water
Resources investment dropped from $33million to $23 million in fiscal
1961, The expansioningenerating capacity has permitted the authority to
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take care of another substantial increase in demand for electricity
energy. Production this year rose to 2.3 billion KVH representing a
fourteen percent increase compared with the prior year. This makes
three consecutive years in which production ha s grown by more than
thirteen percent making the present per capita level of power genera-
tion equal to 973 KVH, The Sewer and Aqueduct Authority invested
around $12million this year, representing anincrease of about $4 mil -
lion from the prior year. The increase was attributable principally to
urban water supply systems andto further investment inthe Metropoli=-
tan sewer system, Fomento carried out construction worth $11 million
some $3million more thanthe prior year. Similarly the Ports Authority
invested about $4 million, mostly in Airport expansion.

CONSTRUCTICON ACTIVITY
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CONSTRUCTION ACTIVITY, TOTAL.AND BY SECTORS*
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Construction carried out by the Commonwealth and Municipal gov=

ernments was valued at $46 million, slightly higher than the prior year.
Of this total some $23 million went for roads, including $5 million for

the improvement of existing highways.

The value of road construction

now represents 9.1 percent of the total value of construction, while ten
years ago it represented 8.8 percent. On the other hand, construction
by the Federal Government, made by contract for the most part, was
valued at $7 million, slightly less than a year earlier.

The rise in private construction activity in homes, commercial

plants and other projects has brought about an increase in the propor-

tion of construction financed by private sources.

In 1959-60 out of a
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TABLE VII - VALUE OF CONSTRUCTION ACTIVITY: TOTAL AND BY SECTORS

(Millions of dollars)

Item 1951-52(1952~53 |1953~54 |1954-551955-56| 1956-57| 1957-58| 1958~59 | 1959-60| 1960-61
Value of construc-
tion activity,
total (1)eveuunnn 105 103 108 130 140 168 189 193 227 254
Private...veavuennss 39 32 43 68 85 86 102 99 115 138
Public, total....... 65 1 65 62 54 82 87 94 112 117
Public enterprises
(2)iteeesnnrenees 46 43 37 39 33 53 60 61 68 71
Commonwealth and
municipal govern-
mentsS.eeveenenees- 19 28 28 23 21 29 27 33 44 46
(1) Excludes Federal government.
(2) 1Includes the Urban Renewal and Housing Corporation.

total of $227million of construction work in Puerto Rico (excluding fed-
eral government projects) $112 million or forty-nine percent were finan-
ced by the Commonwealth and Municipal governments and the public au=~
thorities. This proportion was more or less maintained at the samelevel
in 1961, buttenyearsago the corresponding proportion had been sixty=-two

percent,
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TOURISM

Tourist activity, that had been growing dizzily in recent years,
slowed down during fiscal year 1960-61, but in all probability will re-
new its former rate of growth in the years to come.

In the past year, the tourist industry was confronted by various
adverse factors which occurred precisely in the month of its greatest
activity. The strike of flight engineers paralized a great part of the
air transportation industry throughout the nation and repercussions
were felt in Puerto Rico. The strike took place in the month of
February and also affected room reservations for the month of March.
In these two months, the percent of occupied rooms, compared with
the same month of the previous year, were lowered substantially.
In February of 1960, ninety-seven percent of the rooms were occu-
pied in the metropolitan zone, while in February of 1961, this occu~
pancy rate was ninety-four percent. By March of 1961, the percentage
of occupancy dropped to eighty-four percent compared with ninety=-
four percent in March of the prior year.

TABLE VIII - PER CENT OF HOTELS ROOMS OCCUPIED IN THE SAN JUAN
METROPOLITAN ZONE

Month 1959 1960 1961

JANUAT Y. e oo voesssssassssssssssssnansssssons 86 93 86
FeDTUAT Y. s e vveessosnonsasssssasssansasssasas 95 97 94
55 o)« FR O ) 88 94 84
Yo P [N 75 85 75
MaY . v eseennsesnssnssosasasssssnsossanasans 66 73 58
JUNCe o v v vvsesssesossoansncssssnssosssanssons 62 7 65
JULY e eeeneeonotooeseesnsonsannsssasssassanss 77 89 78
AUEUSE, st veerersosassnssasonsessssssessnns 85 85 78
September. i vivereieonrssnssnstsoesnsassansss 71 68 61
(0165 70 01=3 P R 66 71 ---
NOVEMDET . sttt vvrennessossanscsssssssasassssss 80 T2 ---
DECEMDET, s vvvsesrosssosssassssssssssscnsos 82 80 ---

Another important factor that affected the tourism industry was
the economic contraction in the U, S. However, in spite of all the
difficulties, the impact in Puerto Rico appearedto be much less than
in Hawaii. The number of tourists that stayed in Puerto Rican hotels
during the first quarter of 1961 was some 8. 4 percent higher than in
the corresponding quarter of the previous year. In contrast, Hawaii
suffered a decrease of 11.5 percent.
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During the full year 1961, 343, 000 visitors came to Puerto Rico
in comparison with 347, 000 in the prior year, However, in analyzing
these visitors, separating those staying in hotels from those that do
not stay inhotels (for the most part Puerto Ricanresidents in the U, S.)
it is seen that the reduction was inthis latter groups of visitors. The
first group that is made up of '""bonafide' tourists rose again this year.,
In 1961, one hundred and fifty-seven thousand visitors registered in
hotels compared with 145,000 in 1960, representing a rise of some
eight percent, The number of non-hotel guests dropped from 202, 000
in 1960 to approximately 186, 000,

Visitors expenditures reflected changes similar to those of the
two principal groups of visitors. The costs of hotel guests rose from
$29.4 million in 1960 to $30.8 million in 1961, while the cost of the
visitors staying outside of the hotels were lowered from $27.2 million
to $24. 1 million.

A third group of visitors, so-called special visitors, including
those on tourist ships and military maneuvers whose stay in Puerto
Rico is generally short, spent $2.2 million in 1961 compared with
$1.5 million in the earlier year. To summarize the cost of all vi-
sitors in the past year rose to the sum of $57.1 million compared
with $58. 1 million in 1960,

ROOMS IN HOTELS AND PENSIONS
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‘However, the net income originated in the hotel industry rose slowly
reaching $11,4 million and the level of employment in the hotels rose

from 3, 392 in fiscal year 1960 to 3,692 in fiscal 1961.

This develop-

ment in the hotel industry is entirely compatible with the rise and ex-
penditures of hotels guests. The number of rooms available in hotels

TABLE IX - VISITORS’ EXPENDITURES

(Millions of dollars)

1958-59 1959-60 1960-61

Hotel GUEeSTS.evetvceersrorsssacsnnsssassnnsnssas 20,7 29.4 30.8
Non-hotel gUeStS.veeveeriesvvoensrrosssnssssesns 24,7 27,2 24.1
Special VisSitorS..veeeeseronssrersnsnssnsscnsans 1.6 1.5 2.2
TOTALL ¢ s oo vavoosrsnnsnsnsas 47.0 58.1 57.1

and guest houses rose substantially in the pastyear. For June, 1961,
there were 3, 734 rooms available in comparison with 3,253 in the
earlier year, that is, 481 additional rooms, Of this total rise, about

TABLE X - HOTELS AND GUEST HOUSES, ROOMS AVAILABLE DURING THE

MONTH OF JUNE

1961 1960 Increase
Tourist HOtelS. - v vieiiiiieeensenensosonnssnnas 2,359 2,119 + 240
Commercial HOtelS.iuivrereeneeosoesonnonsoanonse 945 822 + 123
GuesSt HOUSES. et ivevoeesessnssssssenasnnsonns 430 312 + 118
TOTALt ¢ v eevennensnsasanons 3,734 3, 253 + 481

one-half could be classified as tourism hotels owing to the opening
of Hotel Miramar. The remainder were divided between commer-

cial hotels and guest houses,

The outlook for tourism in the coming years is promising,
At present more than 1, 529 tourists rooms are under construction,

including commercial hotels and guest houses.

Figuring prominent-

ly among these are the Hotel Sheraton with 421 rooms, the Americana
with 398 rooms, El Conquistador with 80, El Convento with 115 and

the Hotel Pierre with 144 rooms.
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With respect to the impact that these new rooms will have on
the economy in general, it is illuminating to report the results that
were obtained in a sample study covering all months, whichwas carried
out by the Planning Board in the principal hotels of the capital. The
sample which corresponded to the first quarter, January to March of
1961, revealed that 63 percent of all tourist expenditures were for
room and board and 18 percent were for entertainment, In the past
year these proportions were 60 and 20 percent respectively. For
purchases of different types of merchandise ten percent was spent,
or around $3,1 million. The proportion in the previous year was
also more or less the same.

As for other characteristics which the study reveals, these also
coincided with the result of previous samples., Sixty-six percent of
the tourists came to Puerto Rico onvacations and twenty-one percent
came on business trips.

TABLE XI - PER CENT OF TOURISTS WITH AN INCOME OF LESS THAN
10,000 PER YEAR

Season 1958 1959 1960 1961
January - March.......cceeevuenn. 26 31 29 29
July - september.........vcvvune 62 62 61 No data

With respect to tourist incomes the statistics corroborated the
observed facts that tourism in the wintér in Puerto Rico is made up
basically of high income visitors, while during the summer it is com-
posed of tourists of muchlower incomes. This variation is associated
with a parallel lowering in hotel rates between the two periods. The
sample revealed that in the quarter July to September of 1960, sixty-
one percent of the visitors had incomes ofless than $10, 000 annually,
while in the quarter from Januaryto March of 1961 the percentage of
tourist with these incomes were only twenty-nine percent, The study
also revealed that in the quarter from January to March of 1961, fifty-
eight percent of the vacationersmade trips to the Virgin Islands. This
proportion is less in the case of business visitors only twenty-six per-
cent of whom visited these islands in this quarter.
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EXTERNAL TRADE

EXPORTS: Although the economic contraction in the United
States was felt in the exports of new factories, the total exports of
Puerto Rico rose by $62 million reaching a figure of $674 million.

EXPORTS BY PRINCIPAL GROUPS*
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This rise, although less than that of the prior year, was better
than the experience of 1958 when the effects of the earlier economic
contraction were being felt, There is, however, much similarity in
the behavior of exports of new products in both years of contraction.
In 1958 the rise took place principally in exports of gasoline, but the
bulk of typical exports of new factories such as textile products,
clothing, electrical machinery, shoes and analogous goods that had
been showing a strong rate of growth, increased by only seven per-
cent in place of twenty-nine percent that had been reported a year
earlier. Similarly, in 1961 the rise in exports were principally
from sugar, gasoline and specific products such as tobacco, che-
mical products and canned fish, while the majority of the typical
exports of new factories again felt the effects of the recession. In
contrast with the rise of $44 million that these exports had shown in
1960, this year they merely maintained their level of $275 million.
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IMPACT OF ECONOMIC RECESSION IN THE U.S. ON EXPORTS OF NEW FACTORIES
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This cutback in demand has created a strong potential for ex-
pansion which has begun to develop in the present year., In fact, a
clear recovery has already begun to make itself felt in the exporta-
tion of hard goods, While these were the first to reflect the contrac-
tion, they are also the first to respond to renewed activity. In the
last four months of fiscal year 1961, exports of electrical machin-
ery related to hard goods already surpassed by $5 million the cor-
responding figure for the earlier year, while in the first eight
months of fiscal 1961 these totalled $3 million less than the prev-
ious year. In the exports of textile products and its manufactures
however, the recovery has not yet been so evident. The delay with
which they responded to the recession is now being matched ap-
parently in a delayed pickup. For this reason it will be in coming
months that these exports begin to show improved levels with res-
pect to earlier year. '
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TABLE XII - COMPQOSITION OF EXPORTS (1)

(In millions of dollars)

Item 1949-50 1960-61 Increase

Exports, total.....cevveuvenennsn v 244 715 471

Traditional exports (sugar etC.)iieievseesereennsns e 211 ;01 90

New manufactured products...... Ceneenenn e Ceeeeeees 33 414 381

Textile and clothing,...... Cersensenn Ceiieenes Ceeean 21 133 112

Machinery metal products and electrical goods........ 1 68 67

Shoes and other similar products....eeevesverenceess 1 27 26

Cigars and tobacco...... e 3 29 26
Gasoline, chemical products and other non-metalic

mineralsS......... AR RER PR 3 89 86

Other manufactures..vuieeeeeeseenesonoresessnnscssacss . 4 68 64

(1) Adjusted figures.

The outlook is for a considerable rise in the typical exports of
new factories, If the other exports materialize as they have in the
past year, there is reason to expect that the full year 1962 will regis-

ter an important rise in total exports,

IMPORTS: Imports roseless than one percent barely reaching
a figure of $918 million. The relative increase in imports was eight
percentage points less than the rise in gross productwhich had been
8.8 percent. This interrupted a trend thathad been observedin which
the annual percent of growth in imports exceeded by at least three

points the rate of growth in gross product.

TABLE XIII - EXTERNAL TRADE (1)

(In millions of dollars)

R Increase (+)

Item 1959-60 1660-61 Decrease (=)
BalanCe.sseesosnsesassasssnnnons 276 215 - 61
861100 ot 7= P R RN | 922 930 + 8
EXDOTES. s vevurrovnronosassosssssosnsssnrsnssssssassssnsss 646 715 + 69

(1) Adjusted figures.
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For the second consecutive year the deficit in the commexrcial
balance has been reduced. This fact is significant for an economy in
process of development such as thatof Puerto Rico that operates under
a regime of free competition and without any restriction on imports,
The developments of this year, to a certain point, reflect the econo-
mic policies that animate the development of Puerto Rico. The ex-
ports under the impulse of an actively stimulated industrial and agri-
cultural production have, seemingly without effort, grown more than
the value of the freely imported goods.

All the growth in imports have come about inthe form of primary
materials and intermediate products. The majority of industrial pro-
duction in Puerto Rico has a high import content both of primary ma-
terials and of semi-fabricated products. For this reason last year's
growth in industrial production and industrial exports brought about
a corresponding rise in the importation of materials and parts utilized

"in production., On the other hand, for those industrial groups such as
clothing manufacture, that remained more or less stable because of

the contraction, the corresponding imports of textile products also
remained stable,

TABLE XIV - COMPOSITION OF IMPORTS BY ECONOMIC GROUPS (1)

(In millions of dollars)

Item 1959-60 1960-61
Production g00dS..ueseeeeanieorssrosssosssssssnsssssnns 534.1 540.4
Raw material and intermediate T
DTOQUCTES: v v v e s vevvverunncnnnes sesssassonnsossanss 364. 3 T 393.9
Capital.eeerevneenernnnnnnnnns e veeseereererenanane 169.8 146.5
CONSUMET Z00AS, s e vesssosonveososstossssasnssssosasssoncnss 388.0 389.3
DUTADLES: ¢ e v s sesevsoeennnnnseesnnnnsesosansassoos .. 85.0 83.2
AUtOmODIilesS s ieneeanreenrrenssosssonsssossnsnnns 30. 2 27.0
Electrical g200dS..coeeeveccssenssssssassoassnasas 27.6 29,8
L0 1 1= o P 27.2 26.4
NON-AUIrabl e, v veeeeneerteeseenonsossossassssnnsnsss 303.0 306.1
Food and tobaCCO. et vevrvivrvsssenssonasonsonasns 193.4 188.5 ~
Ot s v e e iirvitereensecssoonsocnsscnssassannnns 109. 6 117.6
O 7 922.1 929.7

(1) Adjusted figures.

Changes in the structure of imports have clearly reflected the
evolution of the economy itself in its period of economic development.
The accelerated rate of investment has given rise to substantial in-
crease in the imports of machinery and equipment and in construction
materials, Actually, in the last seven years they have grown at an

30




annual rate of seven percent. In the same manner imports of primary|
materials, fuels and intermediate goods for the industries have been
growing at a rate of 9,1 percent per year.

But apart from imports induced by investment and production it-
self, there are others resulting from a higher level of income. These
are imports of consumer hard goods which are growing rapidly and of
non=-durable goods. The relative importance of these latter in the com-
position of imports is diminishing rapidly, In 1954 they still repre=-
sented forty percent of total imports while in this past year they did
not account for thirty-three percent,

One of the reasons that the imports of consumer soft goods, es-
pecially foods, are showing relatively slow rate of growth, is the sub-
stitution by local production. Milk and eggs constitute two examples,
But the potential for further substitution still continues to be very
important., It has to be taken into account, for example, that the pro- -
duction of eggs in commercial farms still is less than the volume im-
ported and similarly that the commercial production of chicken is still
exceeded by imports,
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BALANCE OF PAYMENTS

The deficit in external trade, that is, the excess of imports over
exports has been reduced for the second consecutive year. This reduc-
tion is significant because it has occurred in years in which imports of
machinery and other capital goods and the importation of motor vehicles
have reached very high levels.

EXTERNAL TRADE EQUILIBRIUM IN FOOD, CLOTHING, FOOTWEAR AND
OTHER ANIMAL AND VEGETABLE PRODUCTS

MILLIONS OF DOLLARS
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Even though a large part of the food consumed in Puerto Rico
is imported and even though many articles of dress are also imported,
if these are considered jointly with other products of a vegetable or
animal origin, an equilibrium in imports and exports is found to exist.
That is, with the exports of sugar and other food products and with the
exports of shoes, beverages, tobacco, clothing and related products,
‘it is possible to defray the total corresponding imports of food, bev-
erages, tobacco, footwear and clothing and still yield a small balance
for purchase of primary materials. Exports of this group of merchan-
dise were $454 million inthe past year, while the corresponding im-
ports of the same category rose to $412 million. This situation of equi-
librium has been maintained more or less throughout the last decade.
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In 1949-50, for example, this group of merchandise showed an export
surplus of $21 million.

EXTERNAL TRADE OF BASIC PRODUCTS,
MACHINERY AND VEHICLES, LUMBER AND OTHER RAW MATERIALS

MILLIONS OF DOLLARS
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The unbalance in the external trade is concentrated fundamentally
in two groups of merchandise: (1) in machinery and vehicles and elec-
trical appliances and (2) in products of chemical, petroleum and its de-
rivatives, woodandpaper,and metal andallied products, all of which are
based on natural resources that are scarce in Puerto Rico.

With respect to the machinery and vehicles group, and electrical
articles, this is evidently the sector of external trade in which the
greatest part of the unbalance originates. The growth in imports of
these items has been considerable as is usual in the process of de-
velopment. In the case of Puerto Rico, the reason is not merely the
importation in massof machineryand other investment goods but also
the rapid growth of imports of automobiles and other hard goods for
consumption. At the beginning of the decade total imports of this
group amounted to less than $45 million and in the last year they
have reached nearly $177 million, almost quadrupling in the span of
eleven years. The unbalance in this group has increased but bya
rather small proportion, because the exports of machinery and elec-
trical products that were insignificant at the beginning of the decade -~
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less than $3 million -- have lately begun to grow rapidly as new fac-
tories open that produce these articles for external consumption. In
1961 these exports totaled $67 million still leaving an unfavorable bal-
ance of $110 million. This deficit has been growing as was to be ex-
pected and will continue to do so, at least in the coming years. The
development anticipated for the overall economy will continue to re-
quire strong investment in machinery and equipment and the rise in
income levels will induce progressive increases in imports of auto-
mobiles and other consumer hard goods.

TABLE XV - BALANCE OF TRADE OF SELECTED GROUPS OF ARTICLES (1)

(In millions of dollars)

Balance of trade
groups of articles

1949-50 1960-61

I Food, beverages, tobacco, apparel shoes and
others of animal and vegetable origin........... +18.4 + 21.5
11 Machinery and vehicles,.....cevveeervennecnannans -42.4 -110.0

III  Wood, paper, metals, chemical products,

petroleum, and other non-metallic minerals...... -75.9 -173.2
TOTAL: «v covvcsnnscsnosssncnoans -99.9 -261.7

(1) Adjusted figures.

The largest deficit foreseen for external trade, however, is in
the group of lumber, paper, metals, chemical products, petroleum
and other minerals and their derivatives that are based generally
speaking, on resources that arenotavailable in quantity in Puerto Rico.
The growing economy will continue to require substantial increases in
these imports. From a totalof $83 million that they registered in 1950
they have risen to $207 million in 1956-57. At the same time the com-
mercial deficit of this entire group also showed a strong increase and
by 1957 this deficit was already $158 million in comparison with $76
million in 1950. At that point there had still not been any significant
development in the fields of industrial production related to this group
of products that would dampen the sharp growth that was occurring in
the commercial deficit. It has only been in the subsequent years
as part of the program of industrialization thatfactories have been open
andindustrial complexeg setup that have begun to reduce this growth in
the deficit. Up to a certain point the lack of natural resources was com-
pensated by the utilization of by-products of local industries. Thus, the
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production, on a small scale of surgical products was established on
the base of scrap, the production of paper frombagasse and the produc-
tion of fertilizer and petrochemical products on the base of refinery
by-products because of a lack of natural gas and other resources.

The effect of these industrial plants on external trade has been
of two types: substitution of imports as in the case of iron bars, pa-
per and fertilizers, and in a net increase in exports as in the case of
petroleum refineries. This last case is illustrative. Ten years ago,
that is to say in 1951, imports of gasoline and other combustibles de-
rived from petroleum reached $20 million. Later still, the rise in
motor vehicles, the rise in the production of thermoelectric energy
and the rise in demand on the part of other users, brought about sub-
gstantial increases in these imports, reaching by 1955, a value of
$29 million. With the establishment of the refineries, in addition to
taking care of local market demands, exports to the United States
were initiated, with the result that by last year, 1961, the net import
obtained as adifference between the imports and exports of petroleum
and derivatives had returned to the levels of ten years ago, that is,
they were reduced again to approximately $20 million. =~ Thus, in
spite of the substantial rise registered in the consumption of gasoline
and other combustibles in Puerto Rico during the last ten years the
external trade in the sector of petroleum and its derivatives shows
today a deficit that is no more than it was in 1951 and is $8 million
less than it was just six years ago.

The real impact of the refineries, and of the aforementioned
factories in external trade in the group of wood, paper products, etc.,
has been demonstrated in this last year when the commercial deficit,
that is more than half of the total commexrcial trade, registered a re-
duction for the first time. In 1959-60 this deficit had reached $185
million ($284 million of imports against $99 million of exports) while
in 1961 the deficit was lowered to $173 million as exports rose by
$12 million without any corresponding rise in imports. One may
entertain the hope that this tendency will continue, not only by the
opening of new factories oriented to exports, but rather principally
by the possibilities of substituting local production which ought to
offset much of this $284 million in imports. Of these, $62 million
correspond to the chemical industry and $76 million to metallurgy,
both industries have still not grown much in Puerto Rico but undoubt-
edly they have great possibilities for future expansion.

The netcommercial trade balance obtained using the adjusted
merchandise exports, that is to say, after adding to the exports as
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normally declared such asitem taxes upon rum shipments,tobaccoand
others and subtracting the imports, has yielded this year a deficit of
$215 million -- some $61 million less than in the year past.

BALANCE OF PAYMENTS OF PUERTO RICO
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In addition, the balance on services gave rise to another deficit
of $62 million compared with $43 million in the past year. This serv-
ice account is composed of five principal parts. Two of these take on
the character of an export of service, and are (1) the expenditures of
federal agencies, (2) expenditures of maritime and airline companies
in Puerto Rico. Both of these categories provided funds for a total of
$129 million of which $90 million were made up of the expenditures of
federal agencies that remained at the same level as in the prior year.

There are two additional categories that for the pruposes of bal-
ance of payments have the character of an import. These are, (1) pay-
ment of maritime freights and insurance payments, (2) the returns on
investments in Puerto Rico. For freight and insurance a total of $74
million was paid. The constant increase in external investments in
Puerto Rico was accompanied by a parallel rise in the rate of return
on these investments. In the last year they rose to a total of $124
million of which some $88 million were profits on direct investments
and the rest bond interest, repayment of home mortgage and other
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external debts. It should be pointed out, however, that the $8 mil-
lion capital returns that are counted in the balance of payments as
paid or as having left the island do not necessarily signify that they
have in effect been paid. As a matter of fact at least $34 million of
these were profits ondirect investments that were not distributed and

which stay available in the capital of the business for possible later

reinvestment.

It is also necessary toconsider the investment of Puerto Rican
residents in the exterior, principally these take the form of federal
government bonds and industrial stocks. Approximately $14 million
flowed into Puerto Rico as returns on these investments in the past
year. Therefore, the net deficit in the account of returns on capital,
that was some $110 million, this year, seemed to be the principal
factor that occasioned unbalance in the service account.

A final item is the expenditures of visitors. At the present
time these do not result in aclear deficit in either direction, because
the income that arises from expenditures in Puerto Rico of tourists
and foreign visitors happens to be approximately equal to the expend-
itures of Puerto Ricans in voyages abroad. Last year the number of
these trips was about 238,000, something less than the earlier year;
they paid $25 million in trip passage and an additional $37 million in
the cost of voyage making a total outlay of $62 million.This slightly
surpasses the $57 million that tourists spent in Puerto Rico. If it
had not been for the swift contraction in the tourist business, itis
probable that this negative balance would have disappeared equalling
the result of the earlier year in which tourist income and expenses
of foreign trips by Puerto Ricans compensated each other.

The final item in the accounts that make up the balance of serv-
ices consist of a series of transactions that by their nature may be
catalogued as miscellaneous services. The principal items here are
the ordinary insurance services and life insurance services, the in-
comes of migrant agricultural workers in farms of the United States,
salaries and commissions, publicity, etc. The unbalance in this
item for the present year rose to $5 million,

Finally, there are two important items in the balance of pay-
ments of Puerto Ricothat substantially improve the capacity of Puerto
Rico's economy from importation: (1) the transfers thatare composed
of federal payments for common projects, payments to veterans, pay-
ments to beneficiaries of Social Security, private remittances of money
to family members, etc., and (2) the net inflow of capital constituted
by external investments.
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TABLE XVI - BALANCE OF PAYMENT DURING 1960-61

(In millions of dollars)

Item Income Expenditures
Commercial balance.....eeeeeeeseesse eeeseesrraensesnone === 215
Balance of SErvicesS....cevieesneneenrearosscasrnsssssans: : --- 62
Net transfers.....ceeeeereiensnrnreenensosenscsssasanss 136 ---
Net incoming capital.....ciiveeenirennrennnncnsacsonnnas 141 ---
TOTAL: ¢ v oo evronnsnsnsanasaonsss 2717 2117

In the past year unilateral transfers rose to a net total of $136
The following
table presents the principal items included in these transfers.

million, a figure practically equal to that of 1956-57.

TABLE XVII - COMPARISON OF UNILATERAL TRANSFERS

RECEIVED IN 1956-57 AND 1960-61

(In millions of dollars)

Item 1956-57 1960-61 Change

Net transfers, received, total....ccceeve civeenennncnnns 137 136 -1
Benefit payments to veteranS....eeeeeeeeeccesienncnns 62 36 - 26
Net Social Security payments....ceeeeeeececverssorvons - 5 3 8
Received by beneficiariesS....eieeeeeeeeerencennss 16 44 28
Less: Quotas paid...v..veveveoareneeesocensnsans 21 41 20
Subsides to agriculture w.ivevveeeseeesnerorncensnnas 18 15 - 3
Personal remittances.....ccveeeressssesessocnonsssons 23 34 11
Received from families abroad......veeveevuencnes 38 59 21
Less: Those sent abroad by Puerto Rican families 15 25 10
Federal remittances for roads, public welfare, etc.. 43 50 T
Other net transfers.......ceieeerenersrnnnccansnanses - 4 - 2 2

The benefits to veterans have been reduced practically to the
levels represented by disability pensions and death benefits. Edu-
cational benefits that in 1957 totaled $34 millionhave been diminishing
gradually as G. I. study privileges have been exhausted. For the coming
year they have practically disappeared. In relation with social security
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the amounts paid in Puerto Rico have become greater than the benefits.
Since 1958 the benefits have begun to rise slowly to close the gap. In
the last year $41 million were paid while the beneficiaries received
$44 million.

Apart from unilateral transfers, the other item that consider-
ably strengthens the capacity of the economy of Puerto Rico for im-
ports is the net inflow of capital principally from the United States.
In the past year this capitalinflow rose to $141 million. The analysis
of this item in the balance of payments is dealt with in the following
section.
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INVESTMENT AND FINANCING

INVESTMENT: Total investment in fixed capital goods, which
is the same as new construction taken together with investment by
businesses in machinery and equipment rose in fiscal 1961 to. $367
million surpassing by 5.5 percent the corresponding investment of
a year earlier. If, in addition, one considers that business inven-
tories, including trade and services, factories and the rest of the
economy roge by $24.6 million, it is clear that total investment in
the economy rose in the past year to $391 million. Compared with
the gross product for the year it represents a proportion slightly
greater.than twenty percent which has now been maintained for five
consecutive years. Since in Puerto Rico the gross internal product,
or that is to say, the geographic product for the past two years has
been greater than the gross product which includes only production
actually received by residents of Puerto Rico, the proportion of in-
vestment with respect to gross internal product was somewhat less,

TABLE XVIII - TOTAL INVESTMENT AS PERCENTAGE OF DOMESTIC GROSS

PRODUCT
Fiscal year Per cent
L 20.9
EE T TS - 20.7
1058-50. s ittt ittt i et e 20.1
1958260 s vttt ettt et ieas 21,1
BRI 20.3

The fundamental conclusion to be drawn from the foregoing
Picture is that Puerto Rico in the last few years has reached levels
in the percentage of investment that are appropriate to those of econo-
mically developed countries and that this proportion may be prac-
tically considered as approaching a maximum, since it is uncom-
mon even in countries with high incomes to exceed a percentage of
twenty. As is usual in the initial phases of development, the propor-
tion of investment represented by construction has been relatively
high in Puerto Rico and in the last year this proportion has risen
considerably since the principal cause of growth in fixed total in-
vestment was the rise in home construction. This activity repre-
sented twenty-eight percent of fixed investment and even surpassed
the normal percentage accounted for by this type of construction even
incountries of high income where the proportion of investment in re-
sidential units is generally high.
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The only negative element with respect to investment has been
the stabilization of business investments, that is to say, those re-
maining once investments by the regular government and investments
inhousing have been excluded. In generalthese business investments
also called "investment in plant and equipment' bring forth a greater
direct increase in production than do the first two categories.

RELATION OF CUMULATIVE INVESTMENT IN PLANT AND EQUIPMENT
WITH INCREMENT OF GROSS PRIVATE DOMESTIC PRODUCT
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CUMULATIVE INVESTHENT

In the past decade there has been a fairly direct relationship be-
tween these investments and private internal production. In general,
a rise of one dollar in investment in plant and equipment has given rise
in the following year to forty-six cents additional private internal pro-
duct, or stated differently, the capital output ratio of these investments.
has been 2.2. There have been some years such as 1958-59 in which
it appears that the production increase was less than it should have
been in relation to the investment of the preceding years. The explana-
tion for this circumstance may be set forth in terms of two reasons:
(1) In 1958 because it was a year of economic contraction in the United
States there was less utilization of industrial productive capacity in
Puerto Rico; (2) Part of the investment in 1957-58 theoretically coming
into production in the following years did not have such an effect
because of the fa ct that large projects were involved , such as
the petroleum refinery a n d the petro-chemical pPlant, projects
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whose impact in production took place some years laterthan the phase
of investment. For example, in the two years 1956-58 a total of $37
million were invested in this type of projects, while the normal opera-
tions only began some years after. Probably the explanation may also
be set forth in relation to the years 1960 and 1961 when the inverse
phenomena was recorded, that is, production seemed to rise dispropor-
tionately to the amount of investment. Evidently part of the production
increase resulted from the normal operations of those projects that
had started up years earlier without showing a counterpart item in in-
vestments of this type in those last years. Actually, investments in
petrochemicals and plants of a similar nature in the last two year
period had only been about $8 million.

Obviously, not all business investments have the same produc-
tive yield. In general the investments in public services and com-
munication industries carry with them less production per unit of in-
vestment than do manufacturing enterprises. If business investment
in Puerto Rico isclassified into two groups, including in the first, the
investment of all public enterprises except that of PRIDCO and the
Land Authority together with investments of the telephone company
and in the second, one groups all of the additional business invest-
ment constituted basically by industrial and agricultural investment

GROSS INVESTMENT IN PLANT AND EQUIPMENT AS A PERCENTAGE
OF GROSS PRIVATE DOMESTIC PRODUCT
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that are in general the most highly productive, one is able to see
that: (1) the percentage of plant equipment investment has been de-
clining in recent years in relation to private internal production and
(2) that this decline has been attributable to the investments in the
second category. In 1961, for example, total investment of business
enterprises in the fields of agriculture,industry, commerce and other
private sectors together totaled $141 million, that represented only
8.7 percent of gross private internal product, while in the earlier
year the proportion was 9.8 percent. In fact, the proportion in 1961
was the lowest reported for the last five years.

The positive relationship between thepercentage of investments
in plant and equipment and 'the rate of increase inprivate internal pro-
duct makes it clear that if the rate of growth of these investments is
not accelerated, which in great part are constituted by industrial in-
vestment, it willnot be possible to maintain the rate of growth in pro-
duction of recent years.

FINANCING: The net inflow of capital represented thirty-five
percent of total investment on reaching $141 million in 1961. Once
again the principal source of extérnal finance was the securities mar-
kets of the United States. The central government, the municipalities
and public business enterprises sold bonds in the U. S. for the sum
of $115 million as analyzed in the following table.

TABLE XIX - UNITED STATES INVESTMENTS IN PUERTO RICAN BONDS IN 1960-61

(In millions of dollars)

Puerto Rico Agencies Value

Commonwealth Government.....e.veveenerensonorscrosoasonnnsas
Puerto Rico Water Resources Authority.....eeceveevenennsoess
Urban Renewal and Housing Corporation.....ceeeeeeeeesconenss
Puerto Rico ‘Aqueduct and Sewer Authority......cceveveveeecns
Municipalities.scve et vennesernerronerenrsnssnnsasrannansons

= DN
QQDU!CJE.O)
e e s =
=W o -1

TOTALn v v v e et aennnnnnns 115.3

Another external source of financing that is showing growing
importance in Puerto Rico for the construction of dwelling units, is
the mortgage credit extended to homebuyers. TLast vear, coinciding
with the highest rate of construction of dwelling units in all time,
mortgages valued at $41.6 million were sold in the market of the
United States in comparison witha total of $35 million inthe prior year.
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These two sources of financing, both external and private in ori-
gia for the use of public investment in the first case, and for private
investment in the second, provided external funds amounting to $156.9
miillion. Although this capital that enters from the exterior may be
included under the generic term''external investment' it represents in
reality a type of financial investment that does notcarry with it either
ownership nor external control of the businesses or institutions into
which the capital flows. In this respect they differ totally from the
other type of external investment constituted by the '"direct investments',
where participation is associated with the control of the enterprises.

Last year these direct investments rose to $93.7 million, a
figure only surpassed by the year 1958 in which investment related with
with the expansion of a refinery and the construction of a chemical
plant forced these investments to a high level. The bulk of these
direct investments go into manufacturing industries; however, in
1960 for example, thirty-four percent of these investments were
destined to other industries. In the following table a distribution
of direct investments by industrial group is presented.

TABLE XX - DIS POSITION OF DIRECT INVESTMENTS BY INDUSTRY
FISCAL YEARS 1957-58 TO 1959-60

(In millions of dollars)

1958 1959 1960
Industry
Quantity Percent Quantity Percent Quantity | Percent

TOTAL: v v eeeevenene 102 100.0 59 100.0 67 100.0
Manufacture.......cveveeerenes 82 80.4 40 67.8 44 65.7
Transportation and public

utilities.,.viviiienennnnnnns 2 2.0 5 8.5 5 7.5

B of- Yo (= 4 3.9 6 10. 2 17 25.3
Other..veieeririneennsnconnnanns 14 13.7 8 13.5 1 1.5

The three inflows of external long range capital already men-
tioned, that is, sale of government bonds, private housing mortgages
and direct investments were provided by the private market, in the
first two cases from the United States bond market and in the third
case by the business themselves.
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Another external source of long-range capital, but of a public
origin is the loans and mortgages of federal agencies; such as the
Farmers Home Administration, the Federal Land Bank of Baltimore,
the Federal National Mortgage Association, Small Business Adminis-
tration, Veterans Administration, etc. Quantitatively however, this
source is relatively small. In 1961 they provided new capital at a
rate of $27.3 million.

Briefly, the four external sources of long range capital already
mentioned provided funds to Puerto Rico amounting to $278 million in
1961, of which direct investments constituted thirty-four percent.

Thus, far reference has been made exclusively to the inflow -of
new long-range capital or what is referred to as gross external invest-
ment, But it has to be taken into account that each year part of this
external debt is amortized. Last year for example, amortization pay-
ments rose to $31 million, of which some $13 million consisted of
amortizations of government bonds, municipalities and the issues of
public enterprises, while the rest was repayment of mortgages and
of loans of the federal agencies. Deducting this amortization it may
be concluded that the net long term external investment was $247
million in fiscal 1961.

TABLE XXI - LONG TERM CAPITAL INVESTMENT IN 1960-61

(In millions of dollars)

Types of investment Quantity Distribution

Financial investments........... e eeetirecesas et enane 184.3 66%

External investments in commonwealth, municipal

and public utilities bonds..ieeiveernceoenenes e 115.4 41
Private housing MOTtages: cvverernrerreneenrennnses 41.6 15
Federal agency loanS....vieereesresossescaasoannns 27.3 10

Direct investments.....vviuuierinerennnsnneseninannnns 93.7 34
Total, new long term capital....eeeverenronneneenn 278.0 100%

But hidden within the general movement of capital between Puerto
Rico and the exterior are a series of investments of growing importance
which have an opposite influence, that is, a series of investments made
by persons, institutions or businesses of Puerto Rico in securities emit-
ted by the exterior. In 1961 some $54.8 million were dedicated to the
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purchase or reposession of such securities and these funds were dis~
tributed in the following form. The federal securities in the hands of
the government of Puerto Rico, including the pension funds, retirement
funds, etc. rose by $20.8 million. For private investment a rise of
$10. 6 million was calculated. Thisestimate is little more than a guess
owing to the paucity of information about these types of transactions.
Twenty-three point four million in housing mortgages in Puerto Rico
had been included in the portfolio of the Federal National Mortgage
Association. Apparently these mortgages were acquired by local banks.

Finally, it is estimated that another $51 million additional out-
flow resulted from the movement from Puerto Rico of short-term
capital. In summary, the new investments of the government in the
private sector in the exterior and the reaquisition of mortgages on
homes in Puerto Rico and the favorable balances onother transactions
represented an additional outside investment of $106 million which when
deducted from the externalinvestments in Puerto Rico, yield a net ca-
pital inflow of $141 million.
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PUBLIC FINANCE

PUBLIC REVENUES: Revenues of the general fund rose by
10. 4 percent reaching a total of $225 million. This figure on collec-
tions differs this year from those published by the Department of
Treasury by reason of the fact that since July of 1960 collections
have been presenfed in a net form, that is, after subtracting the
returns. In other years, however, statistics on collections did not
have this adjustment for returns. In the following table, statistics
are shown on both basis, the gross collections and the net collec-
tions. The rise in collections has kept pace with the rise in net
income forthe economy as awhole, slightly surpassing the rise in
this last year as is usual, given the progressivity of the fiscal
system.

TABLE XXII - REVENUES TO THE GENERAL FUND

(In millions of dollars)

Comparable basis (1) Net (2)

Item -

1950 1960 1961 1961

TOTAL: ¢ v o vovoesnsnssanasoons $ 90.7 $204. 1 $225.0 $218.4
Commonwealth revenues.....ceieeeesscesssnsassoscsscons 81.1 181.6 198.8 192.3
TaXADl €.t v v v ervoreetonnsnsossssossosnsonsnsonsas 75.8 169.6 187.3 180.8
Property taX...eeeeoeostessssasassossssssass .6 T .2 .2
Income t8X.u:eeeeeeoossonsoessanosoassassans 28.0 62.6 68.6 63.9
Inheritance and gift taxes.....cvvveevvvennns T 1.8 2.7 2.7
Use and Sales taX...veeeesenrssnons Ceereenns 41.9 89.0 96.6 94,9
LICENSES. v e enerererenernenosnnsosanssasnsens 2.4 7.7 9.7 9.6
Custom duties....ceieeeserrnncecnsnonsonnnes 2.2 7.8 9.5 9.5
NOn=~taXable. o eeeeroevooerosssssonsncssenonssosns 5.3 12.0 11.6 11.6
Other TevVeNUES.cveeeooeeronrrennssssssssssnsesnssans 9.6 22.6 26.1 26. 1
Taxes on offshore shipments....veeeeeeieevearens 9.6 22,6 26,1 26,1

Note: Sum of the detail may not equal the total because of rounding.

(1) Revenues on comparable basis include re-inbursement.

(2) Revenues after deducting returns on tax withheld at source from individuals and
corporations.

One of the items that showed the strongest growth was taxes
upon motor vehicles, $13.8 million were collected under this heading
in the last year, representing $1.4 million more than the prior year.
The rise was attributable to the fact that 26, 500 imported automobiles
were sold representing a 7.8 percent increase over the record sales
that had been registered in 1960. It should be remembered thatbe-
fore this year no more than 16, 400 automobiles had ever beenimported
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or sold and it was in 1960 that the figure first rose suddenly to 24, 700.
This increase coincided with a sharp rise in importations of used cars.
In 1961 more than one-third of all automobiles imported fromthe United
States were used cars. This high proportion together with the fact that
5,200 European automobiles were sold contributed to the fact that sixty
percent of all imported automobiles had a taxable sales price of $2,000
or less.

Collections on sales of gasoline dropped by 5.5 percent. The ex-
planation lies in the fact that the impost on gasoline used for aviation,
instead of being placed in the general fund as before, was diverted this
year to the treasury of the Ports Authority. If the tax from this gas-
oline had gone into the general fund and had been determined as it had
been prior to 1960, that is, on the basis of eight cents per gallon,total
revenues from this source would have risen by $1.3 million. It should
be remembered that gasoline consumption, although reduced slightly
in its rate of growth as compared with recent years, showed a rise of
8.1 percent. Total demand for taxable gasoline rose this past year to
177 million gallons, or 13 million more than the prior year. This
growth is roughly in line with the projections of this demand for the
future. It is calculated that by 1970 gasoline consumption in Puerto
Rico will be at least 317 million gallons.

Another item that showed a considerable rise last year was the
tax on alcoholic beverages on which collections rose to $2. 4 million.
Taxes upon electrical and gas appliances also rose despite the fact
that a great part of the domestic appliances are exempt from tax by
reason of the fact that under the current law the burdenis placed sole-
ly upon those that exceed a certain price. For example, of 17,100
iceboxes that were imported in 1961, only 2,779 paid tax. Much the
same occurred with electric stoves, gas stoves and television. Of
the electric stoves, 75.8 percent of those imported were exempted
from tax, of the televisions, 95.7 percent were exempt and of the
gas stoves, 92.9 percent.

Income taxes, that hardly generated 10.5 percent of the income
of the general fund in 1940, accounted for 30.5 percent of these in-
comes in 1961. The total of 68. 6 million flowed into the general fund
from this item in 1961 which represented a rise of 9.5 percent in
compariscon with collections in 1960,

The principal increase in collections arose in the category of
the individual income taxes which surpassed those of the previous

year by 13 percent. The progressivity of this tax is bringing about
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a systematic rise in the percentage of personal income represented
by this tax. In 1940, for example, taxes upon individual incomes re-
presented only .3 percent of personal income of Puerto Rico. In1950
this tax represented two percent and in 1961 was already representing
2.6 percent.

Other tax sources available to the general fund include property
taxes, inheritance and donations, licenses and customs collections.
All of these items taken together generated $22. 1 million income to
the general fund in comparison with $18 million in 1960, Licenses
rose from $7.7 million to $9. 7 million. The total increase in this
item coming from motor vehicle licenses. Total number of new ve-
hicle registrations for the first time reached the figure of 33 thousand
vehicles in comparison with 26 thousand in 1960. Apart from the in-
crease stemming from automobiles, the newregistration of trucks and
station wagons rose from 3, 500 to 4, 500.

There have been no significant changes in non-tax incomes re-
ceived by the general fund. With respect to taxes on alcobolic bever-
ages and tobacco shipped to the United States the collections which
are returned to the treasury of Puerto Rico rose by 15.9 percent
reaching a level of $26. 1 million. This increment owes to the fact
that in 1961, 2,313,000 proof gallons of rum were sent to the United
States representing a rise of 383,000 proof gallons over the ship-
ments of 1960. Another reason was arise inthe shipments of tobacco.

PUBLIC EXPENDITURES: In 1961 total disbursements of the
Commonwealth Government rose by 16 percent reaching $318 million.
This rise was one of the principal determining factors of the general
economic expansion registered in Puerto Rico in the last year. The
payroll of the Department of Instruction alone rose by $8. 6 million.
Most of this jump reflected the rise in teachers salaries which was
granted by law, and the increase as well in their number, as partof
the plans to maximize the retention of students in the schools and to
accelerate the elimination of double enrollment. In the same way the
total payroll of the police rose by $2.2 million and thiswas also caused
by salary increases and increases in the number of police. Together
the total rise in payrolls of both branches reached $10.8 million of a
total of $13.7 million rise which was registered by the salaries and
wages of the entire government.

The public policy of giving a high priority in this decade to edu-
cation was reflected in the functional distribution of expenditures.
Costs related to education reached a level of $98 million in 1961
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PERCENTAGE DISTRIBUTION OF COMMONWEALTH DISBURSEMENTS BY FUNCTIONS
1960-'61
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representing a rise of 24.1 percent over the corresponding disburse-
ments in 1960. With this increase public expenditures in education
represented 31 percent of total budget. The importance assigned to
education in the development policy has resulted in a degree of social
development in this field that is outstripping the degree of economic
development. In the last report on the world social situation, the
United Nations grouped countries in accord with the income per capita
and in accord with other social indicators, one of these percentage of
school enrollment. With respect to this criterion, Puerto Rico was
included with the countries of higher incomes. In other words, it has
a percentage of enrollment much higher than that normally corres-
ponding to countries of similar incomes. In the aspect of infant
mortality, however, the situation was on a par with the degree of
economic development.

Expenditures in welfare and health also absorb a considerable
part of total costs; $72 million were spent for these activities which
equals arise of 4.3 percent over the previous year. Forprotection
and public security $7 million were spent over and above 1960 bud-
get and $15 million additional for all other items including general
administration, agricultural development, industrial and commercial
development, transportation, communication and interest paid on the
debt and other miscellaneous disbursements.

51




BANKING ACTIVITIES

The rapid growth shown in economic activity during the year
that just ended has been accompanied by a parallel expansion in bank-
ing activities. Throughout the course of the year, deposits, invest-
ments and loans maintained, in general terms, the upward trend
characteristic of earlier years, bringing about a rise of $115.5 mil-
lion in both assets and liabilities and capital of banks compared with
the same period a year earlier.

The deposits of commercial banks showed a considerable rise
in the fiscal year ended, June 1961. Both governmental deposits and
private deposits grew about twenty percent over the level reached in
1960. With respect to the latter the growth has been attributable in
great part to a marked increase in bank deposits by non-resident
business firms that for a number of years have been placing funds in
the island. These deposits, however, appear to be very sensitive to
variations in prevailing interest rates, since the figures for theearly
part of 1962 revealed a sharp decline.

On the other hand, loans and investments continue to represent
a high proportion of total bank assets. Their composition is revealed
in the figures that are presented in the following table.

TABLE XXIII - LOANS AND INVESTMENT AS PERCENT OF COMMERCIAL BANKS
TOTAL ASSETS

Puerto Rico (1) United States (2)
Item

Local banks Other banks- Total Total

Investments............ e 25.0 0.5 14.3 31.6
0TS = 57.6 66.9 61.8 48.0
Commercial and industrial..... 21.1 36.7 27.9 17.0
Real Estate..........vcvvvven, 15.5 10.9 13.5 11.6
Personal....ceeeeececnscanscas 16.9 9.3 13.6 10.6
Agricultural.....ccevvevnvnnss 2.7 4,4 3.4 2,2
Other..iuieeinenreernonnnnnnns 1.4 5.9 3.4 6.6
Totalieeireneenioneanensnnennans 82.6 67.4 76. 1 79.6

(1) In June 30, 1961.
(2) In October 25, 1960
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As may be seen, both in the United States and in Puerto Rico,
the amount of loans and investments represent a similar proportion
of total commercial bank assets. However, if loans and investments
are examined separately, the situation seems to be somewhat different
Compared with the United States, the banks in Puerto Rico have a
smaller proportion ontheir assets dedicated to investments and there-
fore, a larger concentration in loans. This ows principally to the
fact that the external banks located in Puerto Rico are not obliged by
law to guarantee public deposits with government investments and that
the majority of the local banks adjust their policies of investment to
the minimum collateral requirements as set forth by the law.

With respect to the makeup of the loans, it may be stated that
those of an industrial and commercial character take first place in
importance in both Puerto Rico and the States. If they reach a slightly
higher proportion of total bank assets in Puerto Rico in comparison
with the United States, this is owing principally to the policy of the
non-local banks in Puerto Rico that have maintained their traditional
preference for this type of loan.

In earlier years real estate loans occupied third place in im-
portance in the loan portfolio of banks in Puerto Rico after personal
loans. However, in the year that just ended, both types represented
a similar proportion of total assets. This is because of the fact that
this type of loan, that is, real estate loans, have been growing in re-
cent years at an accelerated rate because of the increasing number
of loans granted to constructors and contractors. The increment re-
gistered in last year alone in these types of loans has been no less
than 38 percent in relation to 1960 and is made up in great measure
by the rise which has taken place in the loan portfolio of federaly in-
sured FHA loans. The figures thatare shown below give the measure

TABLE XXIV - VALUE AT HAND OF REAL ESTATE LOANS INSURED BY FHA
AS OF JUNE 30

(In millions of dollars)

Percent

Banks 1960 1961 change
TOTAL: ¢ e ceveeennenns 34.1 49.3 44,6
Local.ieirieennneeeecoenassnnnans 21.0 34.4 63.8
Foreign...oveeerinereceronnonennns 13.1 14.9 13.7
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of the change produced as well as the aggressive role that has been
played bylocal banks inwhich the growth rate for these types of loans
has been more than sixty percent.

The personal loans reached a new level of $99. 6 million, which
represents almost a nine percent increment over the level of a year
earlier. It is particularly significant that for the first time in recent
years, the value of the portfolio made up of automobile loans has di-
minished in a sharp manner, to such an extent that almost a ten per-
cent reduction in comparison with earlier year levels were experienced.

TABLE XXV - VALUE AT HAND OF PERSONAL LOANS AS OF JUNE 30

(Millions of dollars)

Type of loan 1960 1961 i‘“;‘:neg’;t
AutomobilesS. . vuerrrnenrnenennnnns 27.6 24.9 - 9.7
e 14.2 12.1 -14.7
Foreign...vvvevivneennnnnnnss 13.4 12.8 - 4.4
Other loans..veeuieneeinnreneennnns 63.7 74.3 16.3
Local.ivieienennronnnnennnnns 50.6 57.9 14,4
116 -3 -« ' 13.3 16.4 23.3
Total. . e eiiiininiinininnennenn,s 91.5 99.6 8.9

Note: Totals may not coincide because of rounding.

This change reflects apparently a policyadopted recently by some
banks to reduce the importance of automobile loans.in their portfolios
through a tightening up of the automobile loan provisions. The new
regulations that began to take effect in January of 1961 stipulateda re-
duction to twenty-four months in place of thirtyfor the repayment period
on this type of loan. In addition, some banks have discontinued com-
pletely the practice of financing purchase of used automobiles.

These new regulations have contributed in reducing the value in
the portfolio of loans in automobiles in two ways: first, through an
increment in the amortization payments;and, second, by the reduction
in the scope of this type of credit by discouraging those transactions.
which could have been realized under the former conditions.
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Consumer expenditures on automobiles showed an extraordinary
+ise between 1959 and 1960 compared with the rate that had been main-
tained in prior years. Nevertheless, in 1961 consumer expenditures
rose to a figure of $49.7 million, some $6 million more than the prior
year.

If this moderate rate of growth is maintained, it must be expec-
ted that new loans extended in the current fiscal year may be possibly
similar to those of 1961. On the other hand, amortization of these
loans has been growing sharply as a consequence of the high volume
during the last three years. For example, in 1958 amortizations
amounted to approximately $12 million. By 1959 they had risen to
some $15 million. Subsequently, they rose to $26 million for 1961
and it is estimated that they will be about $27 million in the current
year. Thereforeitisprobable that the increase in the loan portfolio,
or that is, the amount outstanding in automobile loans by banks will
be quite small, even without taking into consideration the restric-
tive credit measures recently adopted. This will place the banks
again in a position in which they possess additional funds which may
be used presumably for other ends.
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'LEVEL OF INCOME AND CONSUMP TION

INCOME LEVELS:: Personal income rose last year to the un-
precedented level of $1, 485 million, implying an improvement in the
income levels of Puerto Rican families. Personal per capita income
rose to $630 which gave rise to an average family income that for
the first time surpassed the $3, 000 mark. This income level repre-
sents a growth in family real income of 54 percent since 1950, which
makes amply evident the increased economic welfare of the family.

PERCENTAGE ANNUAL INCREASE OF FAMILY INCOME .

PERCENT
8

CURRENT DOLLARS

\

CONSTANT DOLLARS

1961
FISCAL YEAR

Although personal income rose by 7.4 percent in 1961, the growth
in purchasing power per family was only on the order of 3.7 percent.
This may be attributed to two principal factors. First, the rise in
prices, although it may be considerable moderate, somewhat reduced
the purchasing power of the dollar. Secondly, the average population
was higher during the year owing to a reduction in migration as a con-
sequence of the economic contraction in the States. Because of this,
the population showed the greatest year to year rise which has occurred
since the Second World War. '
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The expansion of persgonal income may be understood more ,

clearly by observing the changes in the three principal components:
(1) wages and salaries received by individuals, (2) Incomes arising
from property ownership, (which include profits, rent and interest
payments) and finally (3) transfer payments, '

PERSONAL INCOME BY DISTRIBUTIVE SHARE
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The rise in the first two components: the compensation of em-
ployees and incomes resulting from property have resulted directly
from the continued expansion in the levels of economic production
which have been discussed in the earlier sections. The compensation
of salaried employees which constitutes the most important item of
income rose to some $893 million, compared with $839 million in
the earlier year. Thus, the rise in salaries caused more than half
of the increase in total personal income. On the other hand, income
resulting from property ownership rose by $384 million accounting
for 24 percent of the increase in incomes.

The functional distribution of income that reflects a greater
participation of salaried workers in total personal income tends to
indicate a gradual process of redistribution through which the bene -
fits of economic development are divided between the workers
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and capital. In 1950 for example, salaries registered by family units
represented 65 percent of the total of salaries, profits, rents and in-
terest, while in the last year this percentage rose to seventy. Stated
in a different way, salaries have risen 2.4 times since 1950, while the
rates on capital rose 1.9 times.

While comparative data are not available for other countries, the
graph below illustrates the proportion of net income received by labor
throughout various countries of North and South America and Puerto Rico.

COMPENSATION TO EMPLOYEES AND PROPERTY IFNCOME AS PERCENTAGE
OF TOTAL NET INCOME IN SELECTED AMERICAN COUNTRIES YEAR 1958
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A significant fact is that the impact of economic development tends
to be reflected to a lesser extent in personal income than in terms of
net income. This is because personal income refers to income actual-.
ly received differing from net income which constitutes a measure of
economic production. For this reason in calculating salaries received
by individual payments to Social Security Funds are deducted while the
capital returns to individuals exclude undistributed corporation profits.

The proportions of net income that.are normally excluded from
personal income have risen notably during recent years. Payments to
Social Security Funds reached some $96 million last year, of which at
least $25 million represent personal deductions to retirement systems
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and loan plans which should probably be considered as individual
savings available for utilization inthe future periods. In fact, although
these funds are not immediately available, they are used to make
loans for personal consumption expenditures or for home building.
However, Social Security funds are included as part of the personal
income when they are made in the form of transfer payments to the
beneficiaries of the various systems. At the present time payments
to insured persons, although they have risen considerably in recent
years constitute only 72 percent of the receipts by these funds.

TABLE XXVI - CONTRIBUTIONS TO SOCIAL SECURITY FUNDS

(In millions of dollars)

1950 1960 1961

TOTAL: et vvenneaseanvans e 14.6 82.6 95.5

EMD]lOYEES. s ctvenurseesnsorosssasnsasnsasnsasosas 4.8 31.8 37.4
Federal Social Security...... B --- 18.5 22.4
Retirement and Saving SystemM ...veeeceesanss 4.8 13.3 15.0

1) o O 2= o 9.8 50.8 58.2
Federal Social SeCUTItY.v.eeveeerenreeenness --- 15.5 18.8
Unemployment Security...eeeeeecsesosersenens 2.2 13.1 14.3
State Insurance Fund......oveiveevenceannnes 5.2 12,7 14.4
017 0 =3 of < T 2.4 9.5 10.7

From the foregoing picture it may be inferred that in 19”1 em-
ployees paid in $37 million to Federal Social Security and the various
retirement and saving systems. This indicates that for each addi-
tional dollar of salary and wages paid out the workers contributed
nearly ten cents to Social Security Funds.

Similarly, undistributed profits of family owned business enter-
prises have been rising continually until they reached $65 million in
1961 compared with $58 million in the prior year and only $6 millior
in 1950. The rise in this item has been brought about not only by con-
fidence placed in future economic growth but also by legislation which
tends to promote the reinvestment of profits of corporated business.

On the other hand, transfer payments, the third component of
personal income reflected a rise of $24 million or 13 percent, the
highest annual increment since 1955, to reach a level of $208 million
in the last year. A most striking aspect is the relative preeminence
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which transfer payments have acquired as a result of social security
systems. At the beginning of the last decade the quantities received
by beneficiaries of social security were insignificant, ten years later
the figure had increased nine-fold.

TRANSFER PAYMENTS TO INDIVIDUALS
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In 1961 these payments rose to $69 million, which resulted from
an increment of $13 million over the prior year. This rise was concen-
trated almost entirely in the systems of Federal Social Security and
Employment Insurance which showed increments of $7 million and
$5.5 million respectively. The rise in Social Security payments was
attributed both to an increase in payments and to a larger number of
persons that were qualified for these benefits.

With respect to Employment Security, the fact that payments
increased in a year such as 1961, which witnessed an economic re-
cession in the United States and which was felt in some of the fac-
tories of Puerto Rico, demonstrates the stabilizing function of these
payments in periods of economic contraction. This rise took place not
only in payments to residents of Puerto Rico but also because of the
fact that some residents of the United States who returned to the island
received benefits from this system.
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Personal remittances sent by residents of the United States to
" their families rose to $59 million, $9 million more than in the earlier
year. In this way, a substantial increase in Social Security Payments
to the unemployed, and personal remittances received from abroad,
offset the decline in federal payments to veterans by $18 million. As
was to be expected, these veterans' payments have been dropping since
1957 when they reached a peak of $63 million. In 1961 they were re-
duced to $36 million, in comparison to $41 million in the prior year.

CONSUMPTION LEVELS: Personal consumption expenditures,
the most faithful indicator of living of families, maintained its rate of
increase reaching $1, 442 million in 1960-61 which represented an in-
crease of 6. 5 percent over the earlier year. However, taking account
of price increases, the increment in real terms was about equal to the
4.8 percent that had been registered during the decade 1950-1960.

Consumer expenditures are intimately related to the rise in
incomes. That is, one is able to expect afavorable impact in consump-
tion owing to the rise in income levels. Improved consumption not only

. means arise in the level of goods, but also a change in the structure of
family expenditures.

3 RATES OF GROWTH DECADE PERSONAL CONSUMPTION IN
1850 TO 1960 CONSTANT DOLLARS
(IN 1961 DOLLARS
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The most striking fact related to the pattern of consumption
It is known that
once a certain level of income is surpassed, the proportion of total

expenditures refers to this change in composition.

consumption represented by food and clothing begins to decline.

In

time the demand for hard goods and services tends to grow in a more
accelerated manner than the consumption of food and other soft goods.

In Puerto Rico the consumption of foodstuffs, in real terms,
has been rising at a rate of 3.5 percent per year, a lower percent-
age than the growth in total consumption expenditures.
that food purchases represented some thirty-nine percent of the total

last year, compared with forty-six percent in 1950,

Thus, itis

This proportion

fluctuates in other countries from twenty-seven percent in the United
States or thirty-one percent in Canada to fifty-seven percent in
Ecuador and Ireland, and still higher to sixty-three percent in other
countries. Naturally the proportion of consumption that is devoted
to food is not only affected by the average level income but also by
its distribution among various income groups as suggested in the

following table.

TABLE XXVII - DISTRIBUTION OF FAMILY BUDGET BY INCOME LEVEL IN 1953

(In dollars)

Family Income Level
Kind of expense

0- 1, 000- 2,000- 5,000~ 10, 000

999 1,999 4,999 9,000 or more

Total eXPeNSeS..eevretecsssesooseascasosns 100 100 100 100 100
Durable 200dS.:eiestervreerorensconns 5 7 16 16 19
SBIViCES:cveervocnssnseronssssosnonns 16 21 30 34 38
Food and other goods.....ccveeveevees 79 72 58 51 43

Although this picture refers to 1953, it serves to illustrate the
structural changes of family budgets associated with rising incomes.
On the othe r hand, there are certain factors that mitigate or at least
make less marked the tendency to spend less for food. For example,
there is a greater use of frozen canned or semi-processed foods,
which add additional costs which formally were incorporated in pre-
paration in the home. These tend to increase the value of the foods
consumed. Larger variety in family diet has the same effect; it
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favors products of high nutritive values such as meats, eggs, milk,
etc. which are accompanied by sharp reduction in the consumption of

cereals and other foods of low cost. In Puerto Rico, per capita con-
sumption of rice and beans has been reduced by five and nine percent
respectively between 1940 and 1959, while the per capita consumption
of meat has risen sixty-two percent during the same period,

With respect to the consumption of hard goods, the rise reported
in the last eleven years has been truly notable, reflecting an average
rate of 10.3 percentduring the decade 1950 to 1960 and slightly less in
the final year. As a result, the proportion of the family budget dedi-
cated to hard goods has risen from eight percent in 1950 to thirteen
percent in 1961. Comparative data from other countries show that the
Puerto Rican consumer is dedicating a substantial proportion, relative-
ly speaking, to the consumption of hard goods even equaling those pro-
portions in countries with incomes much higher than Puerto Rico. This
in fact is the case of the European countries which dedicate a substan-
tially lower percentage than Puerto Rico to the consumption of hard
goods notwithstanding the fact that their income per capita is higher.
On the other hand, Jamaica is the only country having lower income
that spends the same proportional amount on durables,

RELATION OF PER CAPITA INCOME AND PERCENTAGE ‘
OF PERSONAL CONSUMPTION EXPENDITURES IN DURABLE COMMODITIES
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OF COUNTRIES PERCENTAGE OF CONSUMPTION IN DURABLE COMMODITIES
BY INCOME — . ,
LEVEL 0-5. 6-10 11-15 16-20 MORE THAN 20
| canApa | LRI
SWEDEN STATES
BELGIUM
FINLAND
Tl FRANCE
NETHERLANDS
UNITED KINGDOM
NORWAY
AUSTRIA
[ ITALY IRELAND

PUERTO RIC(

v JAMAICA
SOUTH KOREA CEYLON

v ECUADOR GHANA
FORMOSA PERU

63




The rapid rate of hard goods consamption is concentrated prin-
cipally in two items: (1) automobiles and (2) furniture and electrical
products. Since 1950, costs in automobiles and parts have registered
an annual rise of eleven percent. In June of 1950 there were only
28,000 private automobiles in Puerte Rico and in the same month of
1961 there were 139, 000.

Expenditures for furniture and electrical effects rose during
the same period at an average rate of twenty percent. In spite of the
rapid growth in expenditures for hard goods in recent years, itis
calculated that in 1960 only 77 percent of the houses had radios, some
thirty-six percent had television,andfifty-one percentrefrigerators. By
comparison, in 1950 only fourteen percent of the homeshad refrigerators.
It ig clear that in thisperiod a significant partof the population for the
first time acquired any hard goods. Naturally, the purchase of hard
goods received an impact not only from the rise in incomes but also
from the enlargement in financing facilities.

As was expected, the consumption of gervices also has been 3
rising rapidly at a rate slightly exceeding five percent. In 1961 this
type of consumption represented thirty percent of total expenditures,
that is, some two percent more than in 1950 and 1955, which indicates
that all of the increase, percentagewige, has taken place in the last
six years.

The most important item in this group is expenditures on house-
hold operations including: water services, electricity, telephone, etc.,
that taken together constitute two-fifthg of total consumptionon services.
Costs for electrical services have shown a considerable rise. It has
to be taken into account that in 1960 eighty percent of the houseg in
Puerto Rico had electricity. This figure contrasts with the situation
in 1950, in which only forty-nine percent had electrical services. The
increase has been really notable in rural areas reflecting the accom-
plishments in the rural electrification program. In 1950 twenty-four
percent of rural houses had electricity. Ten years later, in 1960, it
is estimated that sixty-eight percent of the rural dwellings enjoyed the
service,

Such serviceg as recreation, medical services, private instruc-
tion and transportation also showed rapid rates of growth. For each
dollar of increase in income, expenditures on these types of services
rose by approximately thirteen cents.
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CONSUMER'S DOLLAR DISTRIBUTION
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Summarizing, the growth in the personal consumption has been
accompanied by important structural changes. These changes were
shown in the foregoing graph in terms of the distribution of the dollar
of expenditure among various components of consumption. It is im-
portant to note that forty-seven cents of each dollar of consumption
expenditures goes for good and clothing, compared with fifty-five
percent in 1950, after the effectof price increase has been eliminated.

65




'POPULATION, LABOR, EMPLOYMEN"

POPULATION: During the past year the natural population
growth was slightly less than in the preceding year. The number of
births at approximately 75,000 were about 1, 000 lower. On the other
hand, 15,900 died, a figure somewhat higher than the past year. As
a result of these demographic developments the natural growth was

some 59, 000 persons.
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The mortality rate, that is, the proportion of deaths for each
thousand persons rose slightly reaching 6.6. Although the rate has
continued dropping in the younger age group of the population, the
advanced age group showed a slight rise which compensated this drop.
The birth rate, however, showed a continued decline dropping to 31.1
perthousand in comparison with a rate of 31. 6 in the preceding year. In
earlier reports the continued decline has been pointed out. From a rate
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of 38. 7per thousand registered in 1950, it has dropped to31.1 last year.
This drop has also been reflected in the absolute numbers of births
which have declined from 85, 500 at the beginning of the pastdecade to
only 75,500 in 1959-60. It was not possible, however, to know with
certainty that the observed decline in births resulted from a lowering
in fertility or whether it was the product of a structural variation in
the population, that is, from a reduced proportion of persons in the
most reproductive age groups caused by migration. The data from
the last census now make it clear that the real decline infertility has
been almost ten percent. That is to say, the birth rate would have
declined by 3.7 percentage points from 38.7 to 35.0 per thousand if
the only source of variation hadbeen fertility rates in each age group
and if the population and its composition by age and sex had remained
unaltered. The remainder of the observed decline has to be attri-
buted to the change which took place in the age and sex composition of
the population.

In fiscal 1961 emigration was again the factor which had the
greatest influence on the population. Although the natural growth was
almost the same as the year before, net emigration amounted to only
13,800, a substantial decline even compared with the figure of 23, 700
reported for net emigration in 1960. As a consequence, total popula-
tion of Puerto Rico rose by nearly 50,000. This rise was much higher
than the rate during the past decade, 14,000 per year on the average,
when net emigration was about 47, 000 per year.

One partial explanation of the seeming tendency for migration
to decline may be found in the decline in the rate of economic growth
of the United States at the same time that the population of labor force
age has begun an accelerated growth. In each subsequent period of
economic expansion, the unemployment rate in the United States has
dropped less than it had risen during the preceding recession. In the
expansion following 1958, the unemployment rate never droppedbelow
4.8 percent, compared withlow points of 3.8 percent and 2. 6 percent
which had been registered in 1957 and 1953 respectively. In the pre-
sent phase of expansion it had still not (by December) dropped below
6 percent,

However, this explanation is incomplete. Emigrants from Puerto
Rico have now established more solid ties in the United States which
increases the possibilities of finding work opportunities throughout
a more extensive part of the labor market, and also permits themto
fall back more readily upon the assistance of relatives and friends in
times of adversity.
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There are other factors that probably have an influence. One of
these may be the entrance into PuertoRico of foreigners andof persons
of U. S. parentage. The statistical study carried out at the airport
showed that in 1961 there was a net inmigration of 24,000 persons who
had been born outside of Puerto Rico of non Puerto Rican parentage,.
On the other hand, it should be pointed out that employment in Puerto
Rico had declined during the first half of the decade, stabilized in the
second half, and has begun to grow recently. However, the develop-
ment projected for the economy, both in terms of production as well
as in employment, gives no basis for a permanent reduction in migra-
tion in coming years. In the pastdecade a reduction in the labor force
participation rate occurred which is not likely to persist in the future.
In 1961, males participated inthe labor force at a rate of 72 workers
for each 100 men of fourteen years of age or more. While in 1951, 80
percent participated. Similarly, the participation rate for women
dropped from thirty-one percent in 1951, to twenty-three percent in
1961. Obviously, by virtue of this decline in participation rate, the
adult population has been able to grow at a higher rate than employ-
ment without necessarily bringing about a rise in unemployment levels.
But, with a constant or even increasing rate, as is likely to occur, the
growth of the adult population would have to be less than overall em-
ployment if unemployment is to be reduced gradually. For this rea- .
son, these trends in emigration are not expected to continue.

IABOR FORCE: In the past year, net emigration of women
of fourteen years or more was similar to that of the prior year,
being at very low levels in both years. That of men, however, drop-
ped sharply from thirty-nine to fourteen thousand. As the natural in-
crease in population of more than fourteen years is about twenty-two
to twenty~-three thousand for both sexes, the abrupt decline which
occurred in the male emigration was translated into an increase of
about 8,000 men of fourteen years or more, in contrast to the earlier
year in which adult male population showed a decrease of 16,000
persons. At the same time, the adult female population rose aboi*
27,000, more or less the same as the prior year.

In spite of having registered one of the largest increases in
adult population and although this normally might imply either a rise
in the unemployment rate, or a reduction in participation. rates or a
combination of both, change in the last year the level of unemploy-
ment declined by about 12,000 on the average and the rates of parti-
cipation remained more or less stable.
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This stability in labor force participation rate, both in the male
and female adult population serves to underscore the fact that these
rates declined drastically until 1957 and thereafter have been fluctua-
ting without showing any clear tendency. The male rates dropped
from eighty to seventy-three percent between 1951 and 1957 and is
now about seventy-two percent, while that of tke female population

after dropping from thirty-one percent to twenty-four percent is now
about twenty-three percent.

RATES OF MEN PARTICIPATION IN THE LABOR FORCE

THOUSANDS

TOTAL

The stability in the rates of participation of male population is
especially noteworthy because it has occurred in a period in which the
rates in the extreme age groups; the youngest and the oldest, have
shown continued declines. The first caused in part by the growth in
the student population and the second by the extension of Social Secu-
rity and by the increase in the urban population where participation
rates of older age groups are usually lower than inagricultural regions.
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But the two key age groups, twenty to twenty-four and twenty-five to
thirty-four have shown a notable and systematic increase in recent
years.

EMPLOYMENT CHANGES: It can be sald definitely that the
economic contraction in the United States served solely to reduce emi-
gration because employment in Puerto Rico following the trend of pro-
duction, registered an increase of 23,000, of which 5,300 were in

.agriculture and the remainder in other industries. For the first
time, the number of employees in fields other than agriculture, home
needlework and domestic service exceed four hundred thousand in
Puerto Rico.

However, the rise in employment, especially in agriculture was
more apparent than real in the same way that the drop in average agri-
cultural employment in 1960 did not have major significance. In the
last fiscal year average agricultural employment for the months! of
July, October, January and April were 5,300 above the corresponding
average for 1960, However, all of this increase may be attributed to
two months, the month of July 1960 and the month of January of 1961,
both of which are extreme months in relation to the zafra. Although
the rise of employment in the monthof July 1961 may be of 2 permanent
character owing to the extension of the zafra and also because of the post-
ponement of some agriculturalwork, fromall appearances it seems that
the increase observed in the month of January 1961 resulted merely from
the factthat the zafra was undertaken somewhatearlier and posgsibly also
that the week in which the labor force sample was taken was somewhat
later than in 1960. From 2all indications the interruption experienced
this year in the secular decline in agriculture employment is transitory.

But even excluding the rise in agricultural employment there
was an increase of about 18,000 in the rest of the economy. The rise
has been larger than usual and one of the probable causes was proba-
bly the economic recession in the United States. In earlier years a
surprising stability of employment in Puerto Rico, independent of
cyclical fluctuations in the United States, has been observed. Certain
types of occupations such as subsistence agriculture or self employ-
ment in commercial activities or gservices consgritute reserve gources
of work which rise during periods of contraction, when increased un-
employment in the United States limits the opportunity of finding work
there, and discourages migration.
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EMPLOYMENT IN SELECTED INDUSTRIES
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Until four years ago, total non-agricultural employment was
practically stable despite the fact that the more dynamic sectors of
the economy such as manufacturing, construction, government, etc.,
in which salary levels are comparatively high, evidently had con-
siderable increases in employment levels. The reason was that
female - employment in industries of needlework and domestic serv-
ices, especially in the first, showed a systematic decline from the
beginning of the decade that lasted until 1958, Since then, the em-
ployment level in these two industries has remained stable at about
27,000, which has permitted the rise in employment in the other in-
dustries to be reflected fully in the total employment figure and to
induce an increase in non-agricultural employment of about 10,000
per year made up roughly by 4,000 males and 6,000 females. This
rate of increase was accelerated last year, especially in the case of
female employment, where the average increase has been about
12,000 employees. In the second half of the year, female employ -
ment continued its rate of increase while that of male employment
leveled off somewhat., This greater rise in female employment that
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has been manifested in recent years, has been usual in the process of’
development and has been a reflection of the fact that such sectors as
commerce, service industries and government, in which the propor-
tion of female employment is normally high, have been growing rapidly.
Last year the proportion of female employment in relation to total non-
agricultural employment was about thirty-six percent. This same pro-
portion four years earlier, after the employment of women in home
needlework industries and domestic service began to stabilize, amounted
to thirty-four percent. The proportion of females in all non-agricul-
tural industries taken together, remains somewhat higher than the
United States which had a corresponding percentage of thirty-five per-
cent in 1960, However, the fact that the proportion in female employ-
ment tends to rise parallel with development may lead one to believe

TABLE XXVIII - INCREASE IN NON-AGRICULTURAL EMPLOYMENT

(In thousands)

Item 1950-51 1957-58 Annual Increase 1960-61
Male employment.....eeveeeoennn, 234.2 266.4 ' 4.0 278.3
Female employment....ceeoveeenns 166.3 137.8 6.0 156.7

that the percentage in Puerto Rico is disproportionately high, given
the present level of development. It should be taken into account that
in 1950 this proportion in the United States was only thirty-one per-
cent and in 1940 had not yet reached twenty-six percent,

TABLE XXIX - PROPORTION OF FEMALE EMPLOYMENT IN NON-AGRICULTURAL

INDUSTRIES
Years Puerto Rico United States
1950-51. 0 ceenneenennnnnnes 41. 4% 32.0 (in 1940 was 25%)
1957-58. . v vteininennnnnnss 34.0 34.2
1960-61.cveeinncnnncnsonas 36.0 34.7 (1959-60)

|
As may be observed in the table, the proportion of female - em-
ployment in Puerto Rico dropped sharply between 1951 and 1958 owing
to the decline in the numbers of women employed in home needlework.
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But afterwards, as this employment reached a floor, the percentage

has been increasing gradually.

Generally speaking, this rise has been reported throughout all
industries. In commerce the percentage four years ago was 22,6 per-

cent and last year it had already risen to 24.1 percent.
circumstances this trend will probably continue,

Under normal
In the United States

for example, the proportion of female employment in commerce is
about thirty-seven percent. Amnother factor in which the proportion of
female employment showed a tendency to grow is in services. Two
years ago the proportion of female employment was 46.5 percent and
by 1961 it had reached 48.9 percent. In these industries the propor-
tion in Puerto Rico is still below that of the United States which showed
fifty-five percent in 1956, Thus, the reason that the proportion of fe-
minine employment in all non-agricultural.industries in Puerto Rico is
comparatively high, even though it has not reached the U. S. propor-
tion in such industries as commerce and services, is that in two prin-
cipal sectors, government and manufacture, the proportion of female
employment is much higher in Puerto Rico.

The explanation in the case of manufacturing is that in Puerto
Rico the metal ~ ' products industry, machinery and vehicle and
other heavy industries in which employment is largely male have at

TABLE XXX - PERCENTAGE OF FEMALE EMPLOYMENT IN SELECTED INDUSTRIES

Industry

Puerto Rico

United States

1961 1956
Manufacturing, excluding needlework......... 47.8% 25. 5%
Trade.s e sssesvenssossasossosasssnsssoassanss 24,1 36.7
Construction..vvvveeeeoenssannsnnossenssanss .6 3.6
BETViCES e etorresssossassstssssssenssonrsnns 53.2° 55.3

present much less importance here relative to the U. S. The group
of industries that have a proportion of feminine employees of more
than fifty percent in Puerto Rico, accounted in terms of employment,
for fifty-nine percent of all manufacturing, while the same industries,
again in terms of employment, represented only thirty-six percent in
the U. S. On the other hand, those industries in which more than
half of total employment is male represented forty~-one percent of all
manufacturing in Puerto Rico and sixty~four p?rcent in the U. S.
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TABLE XXXI - COMPARATIVE RELATION OF FEMALE EMPLOYMENT

Periggagg;;rgale Percent of total

Industry P. R - U. S factory emp loyment
(oct. 1959)

All manufacturing,.vvvvveeeneeioierenrsenneacsonsnns 48.8 27. 4 100,0 100.0
~ Industries with high female employment.......cecuv.us --- --- - .-
' TODACCO PrOQUCES. - - veeeeeeenee e 81,3 49.6 10.0 |
) 2 o - S sevenes 88.6 79.7 26.4 7.6
Textile industries......vvvviinernenrvneennnsnen 51.9 44.0 6.8 6.0
Leatper PIOQUCES. v v vvvveevennrrunnvensronenaanes 60.0 52.3 4,4 2.3.
Electrical appliances......-ivevevneaneeriannnns 53.7 39,2 5.1 8.1
Professional instruments.........c.coivvveninnnn 64.7 34,7 2.1 7.2
industries with low female employment,.........v.uu. - .- --- ---
Metal industries...........coiviiiiiiiiiiiiinnn, 12,5 13.6 3.0 11.5
Chemicals indUSETIES....evsressnenesenennnss 51.8 18. 4 2.4 5.3
Machinery and vehicles........oveevevinuinnnns, . 5.5 12. 8 1.4 20.6

One of these, the most important in the U. S., is the automobile in-
dustry, in which thirteen percent of total employment is female, Two
other industries in which the proportion of men is generally high are
the chemical and metal industries. Unlike automobiles, these
are industries that Puerto Rico will probably be ableto expandbut they
still only represent 3.8 percent of total manufacturing employment. It
has to be remembered that although some metallurgical product indus-
tries have been established such as iron rods for construction, Puerto
Rico is still importing 214,000 short tons of metallurgical products
made up of diverse types of tubes, iron rods, steel sheets and others
without including machinery or vehicles.

The technical and economic difficulties that the establishment of
this type of industry entail may justify special treatment in the matter
of incentives and aid, if, in addition to creating male employment, it
is also to be located in line with the policy of decentralizing. A well
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located metallurgical complex constitutes one exa.rhple of the type of
project that may justify the application of incentive aid on special
subsidies,

TABLE XXXII - IMPORTS OF METAL PRODUCTS

(In thousands of short tons)

Item 1949-50 1959-60
28 1 o= 14.8 32.2
Iron and structural steel.....cceveeeeceacns 7.6 13.2
ITon hars...eeeeeerecneceoosssososscssncsnes 19.0 39.6
Steel SheetS.vueeesereraseosrsocnssascsnsans 9.3 10.7
Other metal ProductsS......eeveeeecoosrannocs . 42,7 118.4

UNEMPLOYMENT: Average unemployment for the second con-
secutive year was reduced considerably in 1961; from an average of
90,000 unemployed in 1959 it has been reduced to 70,000 in 1961,
However, most of the decrease in the past year was recorded in agri-
culture in the months of July 1960 and January 1961, months in which
the figures of agricultural employment were comparatively high. Thus,
it is doubtful that this tendency will persist in the next year, especially
if net emigration does not pick up.

The seasonal nature of agricultural employment continues to pro-
duce marked variations in the unemployment situation. While in April
the percentage of agricultural unemployment of males was about 5.1
percent, which may be considered as representing a situation of full
employment, this percentage in July rose to 16.3 percent, without
considering another 3.5 percent who were nominally employed, but
who had less than fourteen hours of work per week. Approximately
thirty-five percent of unemployment in July was made up of persons
of less than twenty-four years of age while another twelve percent
was made up of women of more than twenty-four years of age. Hence,
men of more than twenty-four years constitute about half of total
unemployment.

On the other hand, the changes in unemployment in the urban
zones,have a special significance. Between 1955 and 1961 it is
clear that male unemployment in the urban zone, measured as a per-
centage of total unemployment, has risen from thirty-three percent
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tothirty-nine percent, but the rise has notbeen the result of increased
unemployment in the urban zone but rather of a decline in the rural,
In fact, while the male labor force in the urban zone has risen sig-
nificantly in this period, the rate of urban unemployment was thirteen
percent in 1955 and has decreased to eleven percent by 1961,
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URBAN GROWTH AND PRODUCTIVITY

The data from the last census have shown that the growth in ur-
ban population, considered as a total, that is to say, not only the Metro-
politan Area of San Juan,has been considerably lessthan was supposed,
In the decade of 1940-1950, the urban population of PuertoRico jumped
from 568,000 to 895,000 persons. In other worAds, in 1940 the urban
population represented 30,3 percent of the total and in 1950 it had al-
ready risen to 40.5 percent. Yet, in this year, the economic and so-
cial development that Puerto Rico has experienced was barely begin-
ning. Only a few factories had been provided by Fomento, nor had
investment yet acquired its spectacular rate of advance. It was inthe
following decade that continued production levels made total incomes
rise to their present level of $621 per capita, when the economic struc-
ture underwent a notable change, when the manufacturing proportion
rose from thirteen to some twenty-one percent in terms of net income
and when male agricultural employment dropped by thirty-six percent.

However, in the same decade the percentage of total urban po-
pulation rose from 40.5 percent at the beginning of the decade to some
44.2 percent at the end, far from reaching the 50 percent that the prev-
ious rate of growth would have led to., It is appropriate then to say that
the degree of urbanization, understood as the proportion of total urban
population, not only that of the Metropolitan Area, has been left behind
when compared with the rate of industrialization.

However, immigration from the rural areas continued during the
last decade and was in fact more accentuated than in the decade of the
forty's. Actually, net outward migration from rural areas in the last
decade surpassed that of the previous decade by 52,000. What has dif-
fered has been the focal point of this migration., In the decade of the
forty's, it was the urban zones of Puerto Rico that absorbed the mi-
grants, in the last decade, in great measure, net migration has been
to the United States.

One may argue that if it had not been for the migration to the
U. S., the rural exodus would have occurred anyway and would have
been directed to the urban zones of Puerto Rico., If it had not been
for the external migration the population of Puerto Rico would have
been 620,000 more by 1960 (countingthe births outside of Puerto Rico
that would have occurred with 470,000 migrants). To maintain this
argument is equivalent to saying that the greatest part of these per-
sons would have flowed into urban centers.
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The reality is, that under the economic policies inherent in the
development of this last decade, the urban nuclei would not have con-
stituted much better reception centers than they have been., The rea-
son is, that in this decade of productivity, the output per employed
person has assumed an extraordinary rate of growth with the result
that substantial level of production have been reached in typical
urban industries with only small additions to the labor force. In the
past decade private non-agricultural production showed a rise in con-
stant prices of some seventy~five percent and nevertheless, the num-
ber of employees remained constant. Thus, it is evident that the
rural exodus and the decline in agricultural occupations were not
brought about by an artificial creation of occupations in the urban
centers with the intention of maintaining a low and stationary level
of urban productivity. On the contrary, the continued rise in pro-
ductivity that has accompanied this development was one factor which
determined that the grade of urbanization would advance, considered
as a whole, more slowly than the rate of industrialization or the de-
gree of general development. It does not require much reflection in
order to grasp the importance of this development for many under- -
developed countries. In the first place, dampened migration amel-
iorates the inflationary social cost inherent in urban growth; in the
second place, it sustains the rural population in the best way, avoid- o
ing premature dislocation in agricultural production during a stage
of development in which it is still of primary importance for the finan-
cing of industrialization since traditional exports are normally agri-
cultural products. It should be kept in mind with respect to the agri-
cultural field especially, that it will not endure brusk changes in the
systems of organization or production, and therefore, a premature
thinning out of the labor market tends to have adverse repercussions
in agricultural production before there is time for the necessary
adjustments to the drop in the oversupply of rural workers. In the
third place, growing urban productivity is, or ought to be, accom-
panied by adequate fiscal measures to become a strong source of
public resources in order to carry to the agricultural regions es-
sential public services and the help necessary inorder thatprogress
be extended to the rural population.

It is evident in the case of Puerto Rico that the principal factor
bringing about the notable and continued rise in urban productivity has
been the policy of the government with respect to salaries. The per-
sistent pressure for higher salaries induced by the minimum salary
review system and, in general the social conciousness that animates
the development process, have led in a regime of free competition,
to the gradual adaptation by businesses of costs through rationalization
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and mechanization, and in other cases simply the elimination of those
firms or phases of production which by their nature were not suscep-
tible of the increased productivity that the general salary level at the
moment required.

The problem of urban growth in Puerto Rico is thus seen to be
not a problem of total urban growth, but rather the concentration of
this growth in the San Juan Metropolitan Area. For this purpose the
Metropolitan Area of San Juan may be regarded as comprising the
municipios of San Juan, Rio Piedras, Bayamén, Carolina, Guaynabo,
and Catafio, In the decade of the Fifty's, 188,000 children were born
to parents residing in this area and, at the same time, 39,000 resi-
dents died. Hence, the natural growth was 149,000 persons. How-
ever, the actual rise in population was 139,000 or 10,000 less. In
other words, the Metropolitan Area experienced a net emigration
(not an inmigration) of 10,000 persons, which is equivalent to saying
that the number of persons that left the Area was greater than the
number of persons who entered. Under normal conditions this would
not be considered an extraordinary growth, but if it is taken into ac-
count that the remainder of Puerto Rico maintained a constant popula-
tion, one is led to conclude that the rise in San Juan was substantial
by comparison.

RELATION OF POPULATION AND EMPLOYMENT
IN THE SAN JUAN METROPOLITAN AREA
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This population change in the San Juan Area was in perfect har-
mony with the change in employment opportunities. In 1940, there was
a population of 3.7 for each employed person. Ten years later, in
1950, the relation was the same; a population of 3.7 persons per em-
ployee, and in 1960, according to the Census, the proportion was still
the same: about 3.6 persons per emplovee.

This functional relation which makes employment appear to be
an independent variable which explains population growth or at least
is a very relevant factor suggests that in the final analysis employ =~
ment changes will yield the best explanation of population shifts.

Between 1950 and 1960 the number of Metropolitan Area work-
ers rose by 43,000. This increase may appear considerable in itself.
However, it acquires full significance when it is considered that in the
prior decade, even though the absolute increase in overall produc-
tion was much less, the increase in employment amounted to 46,000

TABLE XXXIII - POPULATION AND NUMBER OF EMPLOYEES LIVING IN THE
SAN JUAN METROPOLITAN REGION

Census Census Census
Ttem 1940 1950 1960
Population....vvvevenenerneannnes 338,537 508, 570 647,979
Employed. coove e eeennssncnanses 91,551 137, 544 180,028
Ratio of population to
employment. .vovieeevienecesonanne 3.7 3.7 3.6

or 7 percent more than in the decade of the Fifties

The difference

takes on even more significance when the sex distribution is considered.
Total employment of men in the Metropolitan Area rose during the de-
cade of the forty's by about 34,000, but in the last decade this rise was
only 26,000, In analizing employment in its effect on population shifts,
it is convenient to single out male employees because it has greater
probability of being associated with the movement of entire family
groups or at least having the probability of bringing about greater
population increases than does increased employment of women.,

If the industries of the San Juan Area are classified in accord-
ance with their importance in the employment of males, the picture
would be as follows for 1960: The most important industry would be
commerce with 28,000 male employees, next would come construction
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and manufacturing industries with 18,000, each followed by transpor-
tation and communication and public services with 16,000,

It is evident that commercial sales, construction activity and
transportation, for example, rose much more in the last decade than
in that of the Forties , Therefore, in the absence of other circumstances
it would be logical to expect that the rise in employment in the last
ten years would be significantly higher than that of the earlier decade.
However, the census figures showed clearly that the employment rise
of men has been decidedly less than in the earlier decade The fundamen-
tal reason as indicated before, has been the technical progress, mecha-
nization and changes in organization that have accompanied the notable
rise in production and sales per employed person.

In 1949, retail sales per employee in the Metropolitan-Area of
San Juan had reached, according to the census, $14,100 and by 1958
this figure was already $22,600. After deflating these sales by the
general increase in consumer prices it still shows an increase in real
sales per employee in the order of thirty percent. The case of the
construction industry is even more illustrative; in 1950 construction
activity measured by the value of permits rose to twenty-four million
in the San Juan Metropolitan Area. By 1960 it had reached $64 million,
almost three times more. Eventaking into account the increase in
construction costs, one reaches the conclusion that the real value of
construction put in place per employee, at the end of the decade, was
about fifty-five percent higher than it was at the beginning. Another
illustrative case is that of the transportation industry which includes
port activities. As is wellknown,some years ago the bulk shipment
of sugar was introduced. Before this was established, in 1955-56,
for example, approximately one man-hour of work was required in
the ports per ton of crude sugar shipped. Currently productivity is
fourteen times greater: for each man-hour of work fourteen tons of
sugar are loaded. Although the increment has not been as r.riking
it is evident that notable increases have taken place in recent years.
The net result has been that while tonnage loaded and unloaded in the
San Juan ports rose by 13 percent between 1953 and 1959, the total
number of man-hours put in by stevedores dropped from 3.3 to 3.2
million per year, which implies a real increase in productivity ocf
more than four percent.

These examples serve to make clear the fact that the rise in
urban productivity has made possible substantial increase in produc-
tion without corresponding increases in employment and without arti-
ficially attracting rural workers.
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TABLE XXXIV - MALE EMPLOYMENT IN THE SAN JUAN METROPOLITAN AREA

Industries 1960 Increase of employment in the decade
1950-60 1940-50
Trade....covvivevnnrenecnrnennnnes 28,000 6,000 8, 300
Construction...veiveeeesnieennens 18, 500 6, 300 5,000
Manufacturing....eeeeveevecvnnnne 18, 100 7,800 3, 400
Transportation and other public services'll 16, 400 , 4,300 5,300
Government (1).i.eeveeieennnsocens 11, 600 2,300 3, 300
Professional services......cove.e 9, 300 4, 100 2,800
Agriculture. . veveeeeeeeennnecnnas 6,000 8, 300 300
Personal ServiceS..........eoe... 5, 500 900 1,000
Other business and repair
SeIVIiCeS.ivtiernrsnetnnsnnnnsens 4,700 1,900 1, 400
Banks, insurance and real estate, 3,000 1, 400 700
Recreation.....ovvvenvivinienanns 2, 400 500 1, 200
Total Employment... 124, 900 26, 600 33, 500

(1) Does not include education and health professional services.

While the urban population considered as a whole did not show
disproportionate growth, the fact is that all of it is concentrated in
the Metropolitan Area and in this sense its growth is comparatively
high. This population concentration in San Juan was a product of the
concentration that took place in employment. If it is clear that the
number of non-agricultural workers did not grow substanticlly, it
was equally certain that large proportions of them tended to concen-
trate in the capital.

The fundamental problem of changes in typically urban type of
employment, that is, in non-agricultural employment, was that the
rise, although moderate, has been absorbed entirely in the San Juan
Area. Excluding agricultural employment and employment in the
home needlework industry, fifty-seven percent of the employment in-
creases in the rest of the economy were concentrated in the Metro-
politan Area. This percentage is disproportionately high compared
with its population. It is to be remembered that the popuiation of the
Metropolitan Area constituted 24.4 percent of the total in 1950 and by
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1960 had not reached twenty-eight percent. This percentage of new
jobs absorbed by the Metropolitan Area has been calculated on the
basis of the residence of the employees. It isevident thatif the place
of work had been considered instead, the percentage would have been
still higher. In the Metropolitan Area of San Juan in April of 1960
some 13,000 jobs were held down by persons that resided outside of

the Metropolitan Area. Similarly, 5,000 residents in the Area were

working outside, from which it may be deduced that the number of

jobs in the Metropolitan Area exceeded the number of resident work-
ers by 8,000,

The incidence of employment in the Metropolitan Area was large
in all industries but particularly so in the sectors of government and
finance. Sixty-seven percent of government employment was in the
San Juan Area which signifies that for a net increase of one hundred
employees registered in the government sector during the last decade,
sixty-seven would be located in the San Juan Area. The lower inci-
dence was observed in the case of the construction industry, the rea-
son in part probably being that a great proportion of the 13,000 jobs
held in San Juan by nonresidents were probably construction jobs
held by workers who lived in municipalities contiguous to the San
Juan Metropolitan Area.

TABLE XXXV - PROPORTIONATE GROWTH OF EMPLOYMENT IN THE SAN JUAN
METROPOLITAN AREA

(Percent of total increase corresponding to San Juan)

Employment increase in the decade
All Puerto Rico San Juan

Manufacturing. ... vvvvie e oneneroroesosnanasnnonnns 100% 50%
(00 0T 15 o1 b 1 v X ) 4 100 34
Transportation, communication and other public

51D 4 N T 100 63

10 o= Yo 100 417(1)
Finance,......csvuvun F T 100 76
BT VICES vt tvnretuns sevassnenssasasonanssasasnnsanas 100 53
L€ o 411173 ¢ PP 100 67

(1) Employment in the S.M.A. increased by 5,100 but declined 1,200 in the rest of the Island.

In the case of manufacturing, the employment figure shown in
the above table excludes home needlework, As is well known, the
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Metropolitan Area concentration of employment in factories promoted
by Fomento was considerably less. Probably the reason that ahigher
proportion in total manufacturing employment increase occurred inthe
Metropolitan Area is attributable to the fact that employment was re -
duced in such traditional industries as sugar refining and tobacco pro-
cessing which are located outside of the Metropolitan zone.

In general this concentration of employment in San Juan makes
clear the importance of decentralizing economic activities, particu-
larly those such as manufacturing; government and tourism that are
theoretically considered to be susceptible to a decentralization policy.
Economic forces should be expected to also promote centralization in
other sectors. One should not loose sight of the fact that if the past
trends, with respect to the concentration in employment, persists in
the coming decade, a future population concentration in the Metro-
politan Area will be an inevitable consequence despite any other ef-
fects to the contrary. It is obvious that the Metropolitan Area of
San Juan has to continue growing; the issue is simply that the growth
should not be disproportionate to the rest of the island in order that
the growth of population and economic well-being should be better
diffused throughout Puerto Rico.

This objective of decentralization, apart from the social values
which it carries with it, is also consistent with (1) policy of a maxi-
mum level of productive employment, (2)balanced growth, In thefirst
case this is so because the productivity of industries suchas commerce,
services, etc. tends to be higher in the Metropolitan Area, and there-
fore, a given injection of income inboth areas probably tends toiinduce
a greater increase in employment, of a reasonably productive type,
outside of the Metropolitan Area. With respect to the second, it is
true because large businesses in the distribution and service fields
demand large volumes of sales which usually take place first in the
major capitals,
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The economy of Puerto Rico presents a favorable outlook for
the current year. Four inducing factors of an expansion nature that
spread through the economy in 1960-61, will also act this year as the
moving causes for growth., These four factors are: (1) rise in con-
struction activity, (2) expansion of manufacturing industries, (3) in-
crease in net income originating in government and (4) agricultural
growth. However, two differences in degree will be both important
and favorable influences in the present year, First, industrial de-
velopment will be appreciably higher than in the past year on account
of the economic recovery in United States. Secondly, regardingagri-
culture, coffee production will reach the high point of the biennial pro-
duction cycle,

RISE IN CONSTRUCTION ACTIVITY

Value of construction put-in-place is expected to reach a new
record in 1961-62. According to a survey conducted recently on con-
struction plans of private and public enterprises,itis concluded that
construction put-in~place by the private sector and Commonwealth
and municipal governments will exceed the $300 million mark, a
twelve percent rise from the value of construction activity in the pre-
vious year. This advance in construction activity will arise mainly
from two basic forces: (1) public housing construction and (2) private
construction except residential developments primarily including hotels,
condominiums, shopping centers and investment in the local telephone
system.

Public housing construction is expected to step up to $38 million,
an increase of $18 million as compared with construction put-in-place
during the previous year. Public housing projects under construction
at present will require an investment of nearly $17 million. Besides,
bids were already awarded for other projects or will be granted during
this year. Although these projects will only be started during 1961-62,
about $15 million will be invested on them.

In summary, the construction put-in-place on housing units at
different stages of the building process will amount to' $32 million.
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In addition, work will be done on other public housing programs, such
as, the Commonwealth government projects of apartments for indivi-
duals and precast houses and a condominium project of the San Juan
Municipal government. A total of $4.5 million will be invested in these
programs.,

Expenditures in private residential construction during the
current year are expectedtoreflectanincrease over the previous year
level, There is a backlog of work in progress at present amounting to
$30 million, for which building permits were granted by June 30, 1961,
In addition building permits granted during the first month of this year
substantially exceeded the corresponding figure for last year,' Other
data considered as indicators of housing construction activity in future
months are the applications for mortgage insurance approved by F.H.A.
Residential insurance applications approved by this Federal Agency dur-
in the last quarter amounted to 3,059 reflecting a twenty-nine percent
advance over the corresponding period for last year.

This picture is in harmony with the results of a survey on imme-=
diate plans of building contractors, indication that outlays for private
residential construction are even expected to exceed the $82 million
invested last year.

In regard to private nonresidential projects the outlook is also
especially favorable, The value of work put-in-place is anticipated to
reach $92 million,an all time high in Puerto Rico, representing $36 mil~-
lion more thanthe previous year level. One of the main reasons forithis
increase is the expansion foreseen in hotel construction. At present,
there are hotel projects in process both in San Juan and the rest of the
island. Hotel projects already started, including expansions, will pro-
vide 1,529 additional hotel rooms when completed. Construction acti-
vity of this type of building was of little significance last year. The
outlook regarding condominium and other commercial construction is
again one of optimism, according to investment plans reported by
enterprises, not considering the possible favorable impact of Federal
legislation recently approved on mortgage insurance of condominium
buildings. The major increase in plant and other industrial buildinge,
will arise from the expansion of the telephone system being undertaken
at present.

In contrast with a rising trend reflected in construction activity
of public enterprises during the last few years, outlays in 1961-62 are
expected to decline by about $2.5 million. The main reascn for this
reduction is that the Puerto Rico Water Resources Authority is
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planning construction expenditures amounting to $18 million compared
to $23 million last year. Investment plans by the Industrial Develop-
ment Company also reflect a lower level of construction activity for
the current year. Estimates for 1961-62 on the value of construction of
industrial buildings and developments and other construction are some-
what lower than last year. Other public enterprises increased the
value of construction activity especially the Puerto Rico Aqueduct and
Sewer Authority.

In relation to construction of roads, schools and other public
works by the Commonwealth and municipal governments, this year total
investment will remain the same as in the previous year. Even though,
the appropriations for roads, schools, and other public works were re-
duced in 1961 by $3.9, $1.5 and $2.4 million respectively, due to the
limit in the borrowing capacity of the Commonwealth Government, con-
struction activity will remain the same as in the last year. This is so
because, especially in road construction, there are projects pending
from previous years whichwill be constructed during the year. In re-
lation to investment by the municipal governments, one of the major
projects is the construction of the Municipal Stadium of San Juan.

In summary. consideringthe plans of the private and public enter-
prises, it is estimated that constructionactivity will exceed $300 mil-
lion in 1961-62, compared to $261 million last year ,

INDUSTRIAL EXPANSION

Fiscal year 1961-62 promises to be a good year for the manufac-
turing industries. It is probable that, if the United States economy
maintains the rate of expansionthat began several months ago, the num-
ber of promotions of new factories would be greater than in 1960-61 and
probably as much as in fiscal year 1958-59.

Even though the number of promotions would amount to only 150,
the number of plants that will start operations this year will . be greater
than any preceding year. The reason for this statement is that in June
there were eighty-six plants in process, of which, taking into consider-
ation experience in previous years, about fifty-five percent will be
opened during the current year. Besides, it should be expected that of
the 150 plants that could be promoted nearly fifty percent, or seventy-
five establishments, will start operations during the current year.
Therefore,during this year 125 new plants promoted by Fomento could
start operations. This number of new factories would establish a new
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record, surpassing by seven the number of plants established during
the last two years.

Furthermore, in Puerto Rico, as wellas in the United States,
usually the number of factories closing operations in years of econo-
mic expansion is relatively less than in years of recession. For this
reason, itis estimatedthat the increase in the number of plants start-
ing operation will be even more significant. As a matter of fact, itis
estimatedthat the number of plants in operation will increase by ninety
during the current year, compared to seventy-twolast year. With this
new increment, in June 1962 there will be about 750 plants in operation.

Total employment in manufacturing could easily reach an unpre-
cedented level of 94,000. Of this total, the factories promoted by the
Economic Development Administration could employ about 56,000 per-
sons compared to 50,300 during last June. Even though the new
125 plants starting operations during the year employ an average of
forty-four persons per factory, the additional number of jobs created
by these factories will probably reach a level of 5,500, This average
employment per factory is very comnservative and does not assume the
establishment of many factories with high levels of employment, as
those engaged in cigar manufacturing and many in the apparel and
textile industries.

Besides, the plants which started operations duringlast year, that
in June had an employment of 5,800, could have by next June a level
of employment of 8,200. This outlook is based in experience of pre-
vious years. Actually the factories which started operations during the
recession year of 1957-58 increasedtheir employment during the next
fiscal year by forty percent; those starting operations in 1958-59 in-
creased their employment during the next year by fifty-three percent,

"and those which started operations in 1959-60 increased their employ-
ment in thirty-seven percent. Therefore, it seems reasonable to ex-
pect a forty percent increase in the employment of factories which star-
ted operations in fiscal year 1960-61.

The third group of plants includes those which started operations
during 1959-60 or before, Firms in this group still in operation by June
1962 probably will increase their employment. However, consideringthat
there is always a natural reduction in the number of jobs on account of
those plants discontinuing operations during the year, total employment
in this third group of plants will probably decrease., Generally, this is
what has happened even in a prosperous year like 1959-60,
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Taking into consideration the probable evolution of employment
for these three groups of plants promoted by Fomento, it is concluded
that by June next year the level of employment will increaseby 6,500,

Employment in the group of firms not promoted by Fomento is
expected to continue increasing as in the last three years. Assuming
an increase of only 700 new jobs in these firms, employment in the
manufacturing industry will likely reach a total of 94,000 in June 1962,
as compared to 87,000 in June 1961.

Net income originating in the manuwacturing firms promoted by
Fomento will probably increase by about twenty-two percent. This in-
crease will be consistent with the gains in employment and salaries
expected during next year. The increase will be similar to that re-
corded in 1958-59 and 1959-60, but much higher than the fourteen per-
centincreaselastyear. In the other manufacturing sector, an increase
of seven percentin net income is expected, mainlyas a result of greater
activity of the group of plants related to the comnstruction industry and
to the production of consumer goods, especially foods and beverages.
In summary, it is foreseen that the net income originating in manufac-
turing will reach a levelof $368 million duringthe currentyear which
represents an increase of fifteen percent over the last year.

OTHER SECTORS

Last year, net income originating in the Commonwealth Govern-
ment sector increased by 8.8 percent, reaching $169 million. Accord-
ing to the 1961-62 budget, a rise of about 8.4 percent is estimated for
next year.

There are vaious factors in favor of this increase: inthefirst
place, a higher education budget, particularly the raise in teachers
salaries; in the second place, anincrease in the basic salaries of em-
ployees in the lower pay levels and in the third place, the raise in
policemen's salaries.

As for agriculture, this year a high production of coffee is ex-~
pected to be consistent with the typical ups and downs characteristic
of this industry. Production could exceed 350,000 hundred weight sur-
passing the 1959-60 level, which was the precedingyear of high produc-
tion in the industry cycle. Besides, anticipations regarding the pro-
duction of poultry and cattle reflect a greater rate of increase than in

89




the previous year. These twoagricultural sectors aloneare expected
to produce $11 or $12millionmore thanthe corresponding value of pro-
duction for 1960-61. @

TABLE XXXVI - OUTLOOK FOR NET INCOME BY INDUSTRIAL ORIGIN

(In millions of current dollars)

Industry 1960-61 1961-62
V=3 o e 13 B o T 200 2017
mANULACEUTINg. s vvvrrneriiiiiiiiiiiet cirtetiioirttitiieneraanas 320 368
Contract CONStruCtion. .. vveeveresesecnsescscnnnsnsanconn cereane 90 104
Commonwealth and municipal government.....csceevececsasncosocnos 191 208
Rest of the world. . uveieiiiieiiieniiinnierieiienrnieennneenaaeas -21 -50
Federal Government.......ceveeeeneenenracnnnocnennans connae 78 78
Other non residentsS.vieieieeeeetseoresoroceronsscvoososasanas -99 -128
L0 17= 685 758
o ) 1, 465 1,595
Percent of increase....... S eeesessnsesonsessasnsessnnae 7.5 9.0

As it usually happens inthe economic mechanism duetothe favor-
able impulse of the industry groups previously analyzed, the expansion
will be spread throughout the economy. The increase in consumers
demand, induced by higher incomes the increment purchases of in-
termediate and capital goods, caused by the increase in investment
and purchase of different kinds of products which will originate from
the general expansion in business activity, will be shown not only in
the business sector, in general, but alsoin all other sectors of the
economy, such as services, transportation, finance, etc. In pre-
ceding years there has been a close parallelism between growth of
the former group of industries and that of the latter. From this
analysis, we conclude that net income generated by this group of in-
dustries could increase by $80 million.

Finally, total net income for 1961-62 will probably reach $1,595
million or $130 million more than last year. This represents an in-
crease of about nine percent, which clearly shows the prosperity that
is expected duringthe current fiscal year for the Puerto Rican economy.
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