CHANGES IN MARKET CONCENTRATION IN
PHILIPPINE MANUFACTURING: 1960 - 1970

By
Charles W. Lindsey*

Mo existence of a competitive environment is an important
dient in an economic development process that relies to a
\lernble extent on market signals to direct entrepreneural
vily, We have previously investigated the level of plant concentra-
i Philippine manufacturing industries for 1970.' The three
hlishment employment and value added concentration ratios
| over the 18 two-digit ISIC industries examined. We suggested,
or, that the average level of concentration (25 per cent for
uyment and 36 per cent for value added) was sufficiently high
dlente that the manufacturing sector of the Philippine economy
Il be characterized as monopolistic.

11 sxamining the determinants of the level of concentration, the
Important relationship was between the level of concentration
the relative size of the industry (roughly, the size of the industry
Vo Lo the size of the average plant). In addition value added per
{ wns significantly associated with value added concentration.
alao found that a significant part of the inter-industry differences
woul margins was explained by value added concentration.

Hatlos were presented for 1960 and were found to be similar to
fur 1970. This led us to conclude that the pattern of influence
fuutors affecting the level of concentration on concentration
wius roughly stable. This does not imply that there was no
nt, however, for concentration changed in the manufacturing
s ul different rates and in both directions. In this article, we
amine those changes.

i the analysis of concentration in 1970, the petroleum and
neous industries will not be included; all totals and averages
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will refer to the remaining eighteen two-digit ISIC industries and
- establishments employing twenty or more workers. Logarithma
the variables will be used in correlation and regression analysis.

We shall first look at the range of changes in concentration and |
average movement. Second, the association of changes in concen
tion with changes in the relative size of the market and in inequal
of establishment size will be examined. Next the determinant
changes in concentration will be analyzed. Finally we will look at,
relationship between changing structure and changing performa

Average and Range of Changes in Concentration

Changes in employment and value added concentration are gl
in Table 1. There was a reduction in employment concentration I
but two industries; value added concentration, on the other hg
increased in almost one-half of the industries. The range of char
in employment concentration was much smaller than that of vg
added: 25 as opposed to almost 50 percentage points. Apart fi
the three industries which had the largest decrease in concentral
by both measures, there is no correlation between -changes
employment and changes in value added concentration. It should
borne in mind that the identity of the largest plants in each ind 16
need not be the same in the two years for which the comparisa
being made. '

The average change in the level of concentration is presenteg
Table 2. The choice of a weighting scheme affects the results Ol
marginally. The larger value of the average of the absolute change
value added concentration relative to the other formulations refle
the substantial amount of offsetting changes in levels of value adg
concentration in the different industries.

A slightly different approach looks at the change in the aven
level of concentration (rather than the average change). This allo
changes in the size of the various industries to be separated f
changing concentration within each industry. That is,

Change in the Average _ y )
Level of Concentration ~ = *S)"CRso + Z8s0°(ACR) + Z(AS
where CR is the concentration ratio, S is the relative size of i
industry, the subscript is the year, and AS and ACR are the chan
between 1960 and 1970. Using 1960 as the basis for comparison, {
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TABLE 1

{liange In Three-Establishment Concentration Ratios: 1960-1970

Change in Concentration (%pts.)

Industry Employment  Value Added

FFood, manufactured —3.21(7) —6.13(12)
Beverages —8.17(13) —2.96(10)
Tobacco products —4.05(9) —8.35(13)
Textiles —3.36(8) 1.79(8)
Footwear, other wearing

apparel, and made-up

textile goods 8.79(1) 6.16(4)
Wood, cane, and cork

products, except furniture —2.05(3) . 3.566(6)

. Furniture and fixtures —3.17(6) —4.71(11)
Paper and paper products 2.09(2) 3.18(T)
Painting, publishing, and

allied industries —2.24(4) 14.54(2)
Leather and leather products,
except footwear and other
wearing apparel —11.10(15) 5.42(5)
Rubber products —9.94(14) —0.33(9)
Chemicals and chemical prod. —2.81(5) —8.44(14)
Non-metallic mineral prod.,
except products of
petroleum and coal —8.03(11) —16.16(15)
Basic metal industries —14.60(16) —18.74(17)
Metal products, except
machinery, and transp.
equip. —15.01(17) —17.06(16)
Machinery, except elect. —16.23(18) —27.72(18).
Electrical machinery, {8
apparatus, appliances L
and supplies —4,37(10) 9.79(3)
Transport equipment —8.08(12) 20.78(1)
Ranks are in parentheses.

I, P., Bureau of Census and Statistics, Department of
Industry and Commerce, Annual Survey of Manufactures,
1960, 1962, and 1970 (Preliminary Report) (Manila:
[1062], [1964] and [1972] and unpublished data; Gerardo
P, Bicat, “Industrial Concentration in the Philippines,”

I'he Statistical Reporter 16 (July-September, 1972), pp. 17
and 21 (Ms. Aurora Villarroel supplied information on one
{ncorrectly listed concentration ratio.); and “The 1961
Industry (Input-Output) Accounts of the Philippines,” The
Statistical Reporter, 12 (July-September, 1968), Table 2.
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TABLE 2

Average Change in the Levels of Concentration

Average Change
Weights Employment Value
(%opts.) (%opt
1970 Size —4.22 ~34
1960 Size —=3.91 —3.!
Unweighted —5.86 —2.
Unweighted, absolute change 7.07 !

Source: Same as Table 1.

first term on the right is the average change in the relative s
manufacturing industries, and the secord term is the average ch
in the level of concentration. The last term is generally small
Table 3. The negative change in average concentration can be |
buted entirely to changes in the level of concentration within |
industry. The change in relative size of the industries, both in ¢
of employment and value added, was a movement toward the
concentrated industries; therefore, its effect was to increase av

concentration.

Changes in Industry Size, Establishment Size, and Concentratio n

which reflect changes in relative industry size, changes in thi
equality of size among establishments, and an interaction term.,
number ratio, 3/(N-3), where N is the number of establishmen
the industry, is used to reflect the size of the industry relatiy
technology in use. Inequality in size is measured by the size rati 0
average size of the largest three establishments divided by the ave
size of the remaining establishments.

Changes in the size and number ratios for both employment
value added concentration are given in Table 4 along with the rs
concentration ratios. The values in the table are relative changes
1970 value as a proportion of the 1960 value. A comparison ¢
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TABLE 3

Change in the Average Level of Concentration

Contributions to Chg. in Average Concentration

Chg. in relative ~ Chg. in indus. Interaction
Total Industry Size Concentration Term

(%opts.) (%pts.) (%epts.) (%pts.)
ment —3.51 0.71 —3.91 —0.30
Added —2.60 1.39 —3.95 —0.04

| Bame ns Table 1.

In concentration can be made with those listed in Table 1
sonstitute the differences in the 1960 and 1970 levels of
tration, measured in percentage points. It will be recalled that
go of differences in value added concentration was approxi-
{wice that of employment. When the change is measured in
uf proportionate change, the range is about one hundred ten to
nilred twenty percentage points for both measures. However,
Industry with the greatest proportionate increase in employ-
guneentration is excluded, the range of changes in employment
tlon is halved.

# analysis of the level of concentration in 1970, the level of
fration was found to be closely associated with the number
ah Industry, while large size ratios were associated with both
and the least concentrated industries. Significant inequality
{shment size between the largest plants within an industry

pe#t occurred throughout the manufacturing sector. No
Wifferences in inequality contribute to differences in the level
niration but not in a systematic fashion. On the other hand,
news of the relative market size is systematically related to
tlon and, consequently, to monopoly.

we observe the relationship between changes in concentra-

phanges in the number and size ratios, a different pattern is
, Bee Table 5. There is only a moderate correlation between
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TABLE 4

Ranked Changes in Concentration Ratios, Size Ratios,
and Number Ratio: 1960-19702

Employment Value Added

Indus. Conc. Size Number Indus. ,Conc. Size
Number Ratio Ratio? Ratio° Number Ratio RatioP

24 1.644 1.107 1.654 28 1.763 3.128
27 1.098 1.336 0.844 38 1.737 4.184
28 0.917 1.296 0.687 24 1.487 0.967
22 0.896 0.773 1.087 37 1.369 2.575
25 0.893 1.053 0.827 25 1.198 1.514
26 0.884 1.055 0.803 29 1.125 1.659
23 0.873 1.114 0.750 27 1104 1371
31 0.866 1.127 0.660 23 1.083 1.478
37 0.862 1.321 0.613 30 0995 1.718
20 0.835 0.795 1.009 21 0.947 0.963
38 0.761 1.161 0.584 26 0.867 1.007
30 0.754 1.125 0.575 22 0.860 0.656
34 0.730 1.385 0.400 31 0.761 1.019
33 0.725 0.780 0.835 20 0.735 0.674
- 21 0.723 0.703 0.922 34 0.700 1.167
29 0.713 0.805 0.750 33 0.649 0.598
36 0.621 0.741 0.650 36 0.610 0.479
35 0.516 0.560 0.757 35 0.551 0.570

4Changes are ratios of 1970 to 1960 values.

E X,/3
bsize Ratio = _1\}__—_ , where X  is the size (employm

z X, /(N-3
n=4x“;( )

or value added) of the nth largest establishment, and N is the 1
of establishments in the industry. '

®Number Ratio = 3/(N-3).

Source: Same as Table 1.
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jgos In the number ratio and employment concentration, and
hetween the former and changes in value added concentration.
the other hand, there is a high correlation between the value
| concentration ratio and size ratio. The large differences in
ve #lze of industries in 1970 contributed to the high correlation
won concentration and the number ratio. However, variations in
g8 In the value added size ratio are much more pronounced
} those of the number ratio; therefore, the correlation between
Hurmer and changes in concentration is high.

W0 range of the relative size of ISIC two-digit industries will not
Wlwtantially reduced in the foreseeable future. Consequently, the
her ratio should continue to remain highly associated with the
I of concentration. On the other hand, there is no particular
i for the range of change in either the number or size ratios to
slderably larger than the other, so the strength of the associa-
uf olther with the concentration ratios may vary considerably.
Mg the decade of the 1960s, it was the changes in the value
slge ratio, i.e., changes in the inequality of establishment size
i Industries, that were most closely associated with changes in
ntration,

TABLE 5

Correlations Among Changes in Concentration, Size,

and Number Ratios?
Correlation Coefficient
Variables? Employment Value Added
{rtion and number ratio 0.5838 0.1192
tration and size ratio 0.5459 0.8580
futlo and size ratio —0.3494 —0.3705

I ratio of 1970 value to 1960 value. Correlations are of logarithms
@iiliation is the three-establishment concentration ratio. For definitions
iber and size ratios, see Table 4.

Mime os Table 1.
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Determinants of the Changes in Concentration

Economic activity induced by an initial market structure:
changes in the size of the market and in the technology being
have an impact on the level of industry concentration: the i
level of concentration, industry size, and capital-labor ratio,
industry growth rate, the change in average establishment size,
the change in importance of imports affect the magnitude and d
tion of change in concentration. Each of these is discussed b
and their combined effect on concentration is examined.

1960 Level of Concentration. Highly concentrated indus
ceteris paribus, should attract new entrants, and the market shaj
the leading firms should fall. Mueller and Hamm argue that
would be the expected outcome if traditional price theory were {
In addition, if the general conditions of entry were changing,
same result would follow from Bain’s theory of “entry fores
pricing.”z

The theoretical association is between the level and the cha N
firm concentration, while our ratios are for establishment con ce|
tion. Nevertheless, the same result should hold. For single plant
it would follow directly. If the firm losing market shares w
multiplant firm, it might respond by increasing production in of
more plants, while cutting production significantly in others. Bul
more general case would be to reduce production all around; |
plant concentration would fall. '

Many manufacturing industries in the Philippines, including 8
that were highly concentrated in 1960, are newly develop:
would be expected that these industries would attract new ent;
and that the market share of the largest establishments would

The coefficient of the 1960 level of concentration shou
negative. L

1960 Size of Industry. The larger the size of an industry, the
difficult it is for any one firm to maintain a dominant positic
there is a condition of equilibrium, size of industry should ha

?Willard F. Mueller and Larry G. Hamm, “Trends in Industrial Concen

1947 to 1970,” Review of Economics and Statistics, 56 (November, 197
514,
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%eel. But Mueller and Hamm suggest that equilibrium is an inappro-
Ml wwsumption. A large industry, ceteris paribus, would have
sntry barriers; therefore, concentration should fall.> On the
hand, the existence of a large market could allow the intro-
#hlun of new, large-scale technology. The result would be increas-
puneentration. However, the negative association should be more
yalont,

W00 Capital-Labor Ratio. This is a barrier-to-entry variable: the
¢ the average capital-labor ratio, the more difficult the entry,
punificient of the capital-labor ratio should be positive.
dustry Growth Rate. There have been several studies attempting
wlo market growth to changes in concentration. One view is that
lor for new producers to enter and old producers to expand in
ly growing industries. They do not have to erode the markets of
W producers to obtain new customers.® However, this argument
g4 that new or smaller producers can attract new customers
saslly than the already dominant producers. There is no basis
|4 assumption. In fact, the dominant producers may be in a
slronger position to take advantage of the growth of the indus-
Also, Increased market size resulting from rapid growth may
g# entrants with technology far superior to that of existing
Wi, The result could be that the new producer is able to
# significant part of the old market, as well as much of the
usinens, In either of these cases, increasing concentration would
6 be associated with rapid growth. Therefore, we cannot
it the direction of association between growth and changes in
fration,

il I¥, Mueller and Larry G. Hamm, p. 514,

le¢ and Hamm found a significant negative association between market
il thange in concentration. William G. Shepherd reported that both he
1,, Nelson found significant associations between growth and declin-
[aiiration, However, their R%s were quite low and the coefficients small,
#l soncluded that growth is of minor influence on concentration.
li#n, on the other hand, found no support for the thesis that growth is
4 lsorensing concentration, See Mueller and Hamm, p. 514; William G.
I 1,8, Congress, Senate Subcommittee on Antitrust and Monopoly,
{'oncentration, 88th Cong., 2d Sess., 1964 (Washington, D.C.: U.S,
el Printing Office, 1964), Part 2, p. 639; and D.R. Kamerschen,
I Urowth and Industry Concentration,” Journal of the American Statis-
whition, 63 (March, 1968), pp. 228-241. d
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Change in Average Size of Establishment. As new and m
productive technology is introduced into an industry, prod
using the older technology may find themselves in a situation wi
they can no longer profitably compete in the industry. They n
adapt their production process or leave the industry. The newer #
nology is generally more capital intensive, requiring a larger scal
output for efficient operation than the older technology. The ¢
sequence, over time, of its introduction will be an increase in
average size of establishments. Fewer establishments are needes
satisfy the market, and, as a result, concentration increases
should expect a positive association between changes in the ave
size of establishment and changes in concentration.

Change in Import Ratio. A reduction in the proportion of
market served by imports opens new possibilities for dom
producers. An inverse relation between changes in the import
and changes in concentration should result.

Data on imports by industrial origin were not easy to acquire,
1970, data were obtained for imports plus duties, taxes, and ¢
charges for 1969, and an assumption was made that imports as
cent of the market in each industry was the same for both years,
same procedure was used for 1960. Data on imports plus du
taxes, and other charges were obtained from the 1961 Input-Ou
Accounts of the National Economic Council.® Since there
Survey of Manufacturers in 1961 the average of the 1960 and |
values was taken and the results of which became the basis fo!
estimated 1961 manufacturing receipts. In addition it was ass ;
that imports were the same fraction of domestic production in.
1960 and 1961.

Table 6 presents the results of our estimations. The coefficl
for 1960 employment concentration are significant at the 0.05 I¢
as are the coefficients of value added concentration in two of
formulations. In the first, it is significant at the 0.10 level,
coefficient of the 1960 size variable is significant at the 0.1 lew
equation six, Both of these variables are negatively related to cha

SR.P., Office of Statistical Coordination and Standards, National Econ
Council, The 1961 Interindustry (Input-Output) Accounts of the Philipj
(Manila: Bureau of Printing, 1969), Table 2, “1961 Transactions at Prody
Prices,”
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poncentration, as was predicted. High levels of concentration and
market size induce activity that tends to decrease concentra-
. Total explanatory power is significant at the 0.05 level for all
ations except the one for value added concentration which
den all six explanatory variables.

Multicollinearity plagues our estimation attempts in this model as
Il our analysis of the determinants of the 1970 level of concen-
on, There is a particular problem of collinearity with the change
Wvernge size of establishment and growth rate variables. We argued
that rapid growth of an industry might be positively associated
thanges in concentration if growth is associated with increasing
Wlishment size. This seems to be the case.® Since these two vari-
are so highly correlated, the model is estimated including only
uf them at a time. In the employment equations the coefficients
hoth the growth rate and average size of establishment are signi-
{ when they are entered separately into the model. When both
hles are included, neither coefficient is significant. In the value
equations, the average size of establishment coefficient is near-

TABLE 6

Regression Equations for Change in Concentration

100 1960 1860 Cap.- Change in
.alu oncen-  Industry Labor Industry  Average Change in Sd.
W tration Size Ratio  Gr.Rate PerEst. Im.Ratio R? Error F-Test D.F.
Employment

| 00708 —0.1062 —0.1483 4.5117 0.0196 —0.1247 07012 0.0709 4.3031 11
(0.2239)  (0.0620) (0.0838) (3.4474) (0.3215) (0.0992)

L] 00334 —0.0904 —0.1477 4.2080 0.6152 0.0740 5.1958% 13
((L1664)  (0.0636) (0.0816) (2.3065)

L] 04603 —0.0993 —0.0808 0.3914 0.6441 0.0712 588156 13
{0.16H1)  (0.0618)  (0.0585) (0.1785)
Value Added
] 00664 —0.1684 —0.1182 —0.5754 0.3642 0.5545 01256 2.2822 11

00888
(0,1918)  (0.0948)  (0.1145) (3.2926) (0.4080) (0.1983)

L] 4438 —0.1086 —0.1155 1.8463 0.5171 0.1202 34802 13
(0.1493)  (0.0744)  (0.1095) (1.6831)

L 0008 —0.1441 —0.1096 0.2556 054562 0.1166 3.8960 13
(. 1438)  (0.0789)  (0.1015) (0.1771)
Mutes 1hain In logoarithms,
Hiwniard errors of coefficients are in parentheses.

Wiitivn: Wame s Table 1.

partinl correlation coefficient between the industry growth rate and
i the average size of establishments is 0.7651 for employment and
fur value added when the other exogenous variables in the model are
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ly significant. Increases in the average size of establishment &
. employment growth rate tend to have a positive impact on chan
in concentration.

The import ratio was not included for it seems to have no exp
tory value. Imports should have an effect upon concentration #
monopoly, but our formulation does not reflect it. It would be 1
ful to have concentration information in terms of shipments so
imports could be included directly. Finally, the coefficient of
capital-labor ratio is negative. This is unexpected and is similar to
relationship between the level of concentration and the capital-lal
ratio. The existence of excess capacity might be part of the exp
tion. In addition, the choice of technology might be more cap
intensive in the larger industries, which are less concentrated. !

In interpreting the coefficients, we must keep in mind that 80
of the variables are logarithms of levels and others are logarithmi
ratios. A small movement in the dependent variable, in the chang
average size of establishment variable, or in the change in the imp
ratio can be viewed as the difference in the decade change
proportion of the (initial) 1970 value. A change in the logarithm
1960 level of concentration, industry size, or capital-labor ratio ig
difference in the two values as a proportion of the initial one, !
growth rate variable is of the form log (1 + g), where g is the ave
annual growth rate. Assuming g is small, the change in the logs
is approximately equal to a percentage point change.’

On average, there was a decrease in the level of industry concen
tion between 1960 and 1970. Employment concentration decrea
at an average of 5.86 percentage points (almost 20 per cent). This
substantial reduction. The influence of the 1960 level of concen
tion, industry size, and capital-labor ratio was toward decrea
concentration, while positive growth rates and increases in |
average size of industry establishments were associated with in
ing concentration. Imports had no appreciable effect.

"Alog X = (X' = X)/X = AX/X, if the change in X is small, The interpretat
of the change in the 1960 level of concentration, industry size, or capital :
ratio follows from this, Alog (1 + g) = Ag/(1 + g). This is approximately equa
Ag if g <1, Finally Alog (X4/Xs) - Alog Xq — Alog X4 = AXq/Xq — AXgl
Assuming AX = 0, then AXy = X,' — Xy (X7’ — Xg') — (x5 — X¢ ). Let
the 1970 level of concentration, average establishment size, or import ratio,
in a like manner, let X¢ be the 1960 values. Our interpretations follow.
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‘e average change in value added concentration was much less:

# b8 percentage points (about 4.5 per cent). The explanatory vari-
#4 nffected changes in value added concentration in the same

fiwition as they did employment concentration, except that neither
vapital-labor ratio nor the growth rate is statistically significant.

ur nnalysis of the level of concentration in 1979 led us to con-
o that the Philippine manufacturing sector in 1970 could be
iully characterized as monopolistic. There were variations in the
I uf concentration, but we argued that the statistics support the
@rilization. Inasmuch as concentration decreased from 1960 to
1), the same argument would hold for 1960. But since concentra-
illd decrease over the decade, would this imply that as the
my develops, monopoly will continue to decrease?

e negative association between changes in concentration and the
Ml lovel of concentration is a result of the attractiveness of highly
gentrated industries, with their high profits, to new producers.
sonsequence of the entry is that the industry leaders lose market
, aind the establishment concentration ratio falls. Concomitant-
Mliher the market must be growing in size at least in proportion to
| lorensing capacity of producers, or the existing plants (and pos-
the new ones) must operate with increasing excess capacity.
lattor could persist if there remains a substantial degree of mono-
In which the producers are willing to restrict production to
In a higher profit per unit sold. However, if the entry process
the degree of monopoly sufficiently, it would not seem
hle to expect producers to be content with considerable
vnpacity; the resulting competition for additional customers
lrlve out the inefficient. There would be a return to the
monopolistic situation.

Ungoing reduction in concentration, therefore, depends upon
iwth of the market relative to the technology being used.
fituring has not been a leading sector in the economy during

A0, It has just kept pace with the overall growth of the
By, nccounting for between 17.5 and 19.1 per cent of net
¢ product.® One report characterized the sixties “as a period

Niatintical Reporter, 13 (Manila: Office of Statistical Coordination and
, Natlonal Economic Council, R.P., April-June, 1969), p. 59; and R.P.,
loonomic and Development Authority, The National Income Ac-
487 to 1972 (Manila, 1973), p. 31.
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of relative stagnation in industrial growth.”’ In addition, indus
‘growth rates have contributed to increasing concentration, as ha
changes in average establishment size, and the two were highly c¢
related in the 1960s.

We argued in our analysis of the level of concentration th
growth, even in an economy with a newly developing industs
sector, can best be viewed from the demand size. This is particulal
true for growth of the domestic market. And here the invest
decisions of the capitalists are of primary importance. They will n
invest unless they believe there is a demand for increased output
profitable prices, but the demand will not be there unless they spet
Their importance is diminished somewhat by the need to impi
most capital goods, but the point still holds. The one area where t
supply side should be stressed is in the generation of a greater marl
through increased exports. But here too, the capitalist in the Phil
pines plays a key role.

The prospect for continued reduction in technologically det
mined concentration does not seem bright. And, if the level
concentration remains high, it will no doubt have a retarding effl
on the performance of the industrial sector. The stagnation the
remains relevant,

Changes in Price-Cost Margins and Concentration

As concentration changes within an industry, it would be expect
that the profit rate that the firms could achieve would also chan
Therefore, we would expect the price-cost margin to change in &
same direction as establishment concentration.

Again, there are other factors which would affect the ability
firm to achieve a high markup other than the change in concent
tion at the plant level. In addition, it would be expected that ¢
time necessary for adjustments to take place would vary from @
situation to another. Nevertheless, changes in concentration shot
have a significant effect.

A regression of the logarithm of the change in the price<
margin (APCM) on the logarithm of the change in value add

®International Labour Office, Sharing in Development: A Programme
Employment, Equity and Growth for the Philippines (Geneva: Internat
Labour Office, 1974), p. 15.
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ntration (AVACR) shows that a significant amount of the varia-
of the former can be explained by the latter.'©
M = —0.0205 + 0.3067-AVACR, R* = 0.3490,
(0.1047) ’

» 0,0629, F = 8.5790, d.f. = 16.

ging concentration does affect the degree of monopoly power

of industry and size of establishment were the important
bles in the analysis of the level of concentration in 1970 and of
movement in concentration during the 1960s. The small size of
{al markets relative to the technology in use creates conditions
monopoly is likely to prevail. For 1970 the high correlation
n the number ratio — reflecting relative market size — and
niration gives support to this hypothesis, as does the similar
llude but opposite signs of the coefficients of industry size and
o establishment size in the regression model. Large inequali-
In establishment size within industries, however, is not system-
¥ associated with concentration.

uality is much more important in the analysis of changes in
ntration between 1960 and 1970. The change in inequality of
#lse of the largest plants in an industry relative to the others —
ghanges in the size ratio — are positively correlated with changes
pentration. In addition, changes in average establishment size
slgnificant explanatory power in the regression model.

#l Industry size is negatively associated with changes in con-
tlon; however, changing size — industry growth rate — is

{hiaijon are ratios of 1970 to 1960 values. A separate regression included
I the capital-output ratio (AKOR ). Changes in concentration still have a
il affect on changes in the price-cost margin.

= =(,0189 + 0.2522*AVACR — 0.1476*AKOR,
(0.1073) (0.0989)

"W 04032, 8, = 0.0625, F = 5,7317, and d.f. = 15,

123



important only in explaining changes in employment concentrs
- and the coefficient of this variable is positive. Important also is
large coefficient of partial correlation between growth rate
changes in average establishment size for both employment and
added.

Average concentration fell over the decade of the sixties @
slightly in terms of value added, but more so in terms of emp
ment. Almost one-half of the industries had increases in value ad
concentration. Although both concentration ratios are importan
understanding the structure of manufacturing, the value added ¥
is more reflective of the existence of economic power in the mat

Initial levels of concentration and industry size are associated §
decreasing concentration, while the influence of the dynamic
ables — growth and changing establishment size — is toward inc
ing concentration. Our analysis suggests that the future overall m
ment in establishment concentration will depend on the rela
importance increasing industry size and increasing use of large-8
plant and equipment in the development of the manufactul
sector. There is no a priori reason for either to dominate the prog
Growth however, is primarily a response to the growth of domg
demand. If this remains true in the future, the effect of concen
tion will be most probably in the direction of limiting the pac
growth. Hence, the prognosis, however hesitantly put forth, is
continued high establishment concentration. '

The performance of the manufacturing sector, as indicated b
price-cost margin, or degree of monopoly, is significantly relateg
both the level of value added concentration and decade change
the level. High profits can act as a stimulus to economic activt
both responding to and generating increases in demand. Howevel
increasing demand is not present, high profits can as easily be
explanation of stagnation. And it is this side that seems to be
most relevant to the Philippine situation in the 1960:.
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