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ARSTRACT

The Igsue of population growth and economic development is now
close to a gengration old. Population policy in mozt developing
countries iz, however, only siightly over a decads in duration and
its dimpact is Just heginning to be felt, Like an adolescent that
iz -Experiﬂ?ncing growing pains, the populaticn program calls fop
venewed guidamce in its future course, There is a need to clarify
certain smbiguities among policymakers, scholars and the public in
general about the relationships between population growth and socio-
economic development, -Likewise, there iz a need to review the
populaticon progrem in terms of the underlying rationale of public
intervention, as well az in terms of its performance during the
pazt decade with a view to identifying what might be fruitful
directions in the 1980s. The essays in this volume are desipred
to contribute to an enlightened discussion of issues survounding
the population and development concern in the Philippines and

more p2aerdally in developing countries,



INTRODUCTIOR

It is now twelwvae years since the Philippine gv.mrarrmant adopted
a national population policy. Im this span of time, the population
program, whose initial thrust was the promotion of family planning, has
attained some level of respectability. In this same -per-iu:l, the
fertility rate appears to have perceptibly declined. Although it is
difficult to quantify precisely the relative contribution of the family
planning program to this decline, available evidence strongly suggests
that it has had an appreciable impact on contraceptive prevalence and,

hence, on fertility,

In 1278, a Special Committees was created "to evaluate policies
and pregrams related to population in the context of the overall develop-
ment goals of the country, @nd Lo prepare, deliberate on and recommend
program ancl policy e?imctinm in the population for the fyrure" (Letter
of Instructions No. 661). The recommendations of the Special Committee

bave provided the baziz for the current threust of the country's

popunlation policy,

Since 1978, more data and information on fertility and pmgrm
performegnce have become available, A review of the population program's
performance during the .T.atat decade, with attention to the morTe. recent
pericd, is thus possible with the aim of identifying what might be
ﬁ:-u_-;‘.tful dipections durding the 1980z, In additicn, there iz a need to
reassess the rationale and natiwe of government intervention in thnj

® sphere of human fertility in light of past sxperience so that the

govermment's continuing commitment to the population concern may stand
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on firmer ground, Finally, there is a need to clarify what secom. ta be

e

lLiogering ambiguities among policymakers. scholdars and the public Tn

general about the relationships between population growth and socio—
gconomic development, The egsays in this volume are written in POOpOTSs

to thoese needs.

In general, the Philippine family planning program was Instituted

in response te the perceived adverue CORPEIences on coonomic develop—
ment and national welfare of prolooged rapid population growth.
Congequently, in thess essays we review the dev elopmental and weifarme
implications of rapid population growth and examine the welfare
economics of govermment intervention. These are done in Parts I, il
and I1l. Within the context of this perspective, we attempt to examine
the performance of the popalation program. Specifically, we review

i

the empirical evidence on the determinants of Terpt 1ity in an attempt

[=L]

to indicate the relative effectiveness of family planning service
Programs versus more general development in influencing fériility
behavior during the past decade. In addition, we review the trends

in specific indicators of program performance in order to indicate the

effectiveness of alterpative family planning intervenmtions in the

Fhilippines. These are dong in Paxt IV

It 1a hoped that these escays can contrilute towards. an
enlightened discussion of the rationale and natwre of govermment
Intervention in the fertility decizions of oo aples, as well as of
questions regarding the cost-effectiveness of alternative TYDES

of family plaming interventicns.

)
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ECROMY=WIDE COHSEOURHCES OF FAPIR POPULATION GROWTH
by

Vicente B. Paguao™

Arithmotically, the rate of groweh of 'GP per capita is simply

the difference beiween the rates of growth of population and GHE.

Rt first glance, it seems chvious, therofore, that for a given rate
.

of increase of GIF, a higher rate of population increase jmplies a
lower growth rate of GNP per capita. As President Marcns said in
his gpeech at the recént Tnternational Union for the Scientific
Study of Population meeting in Manila regarding the mdue strains
that populatico-related problems were putiing on the foundations of
Fhilippine society?

T conrse,. when yopr economic growth rate. as reflected
- - ¥your Gross Hetional Product is, say, only five percent,
and-yonr population growth rate iz three porcent, well,
you realize immediately what population planning means.”
The relationship between population and economie GYrowth is
more complicated than the above illustrative argument. The compli-
cation ariges because rmf_:lu'l.:‘l!' ion growth can directly or indivectly
stimulate or depress the growth of total cutput. For this reason,
it iz necessary to examine the nature of the processes through

which population growth can influence the growth of aggregate cutput

and examine their relevanoe to the current Fhilippine sitvation.

n
Associate Professor, School of Economics, University of
the Thilippines.
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The idea that population growth tends to =zlow down the
growth of GMP per capita eagentially resta on the Eﬁi“;q:.-wi.-:-{ arguments .

1. A= a larger stock of labor is applied iy fixed fackors
such as land {naturzal resources), marginal productiwity
falls ‘and hence, oubput per worker,

Z. CAssuming that the saving rate [(defined as the ratio of
FAvings to GHF} i= unchanged, capital deepening slows
derry, Ao grewth of physicel amd human cepital por
worker will fend toobe melatively slower with & 'more
rapid growth of oopulation.

3. The asving rate itself covld fall z5 the proportion of
resources regquired to feed, clothe, and educate the }r;':al.:m“;
increazes with the rise in dependency ratio due to the
combinaticn of high fertilityiand low mortality.

An argument aopinst fhe notion that population growth resoifs -
in a relatively lower growth of GHP per capita centers on the hypothesis
that the aggregqate production might in fact be characterized by increasing
retirgs to scale. This, for example, is the position of O8iin Clark.
Taat the agoregate producticn function may be characterized by increasing
retorns tooscale in labor, capital and parural resources @t leasz oo to

a certain point has long besn discusszed in the economics literaturs

and iz the besis of the traditicnal optimum population theory.




Economies of scale could arise from a number of scources. One
is the indiviszibility of certain types of overhead capital such as
the transportation system, commmication or information $ystem, some
defense systems and others. Production on a large scale may permit
2 mors afficient utilization of wderemploved factors inpots (Clack
1967; Phelps 1972; Felley 1972). Economias of Sea le in the transport
Fystem in particular, improvements of which went hand in hand with
growth of population size, appear to have plaved a very important
role in the development of industrialized nations. Fishlow (196%5),
for example, stressed the importance of Popilation growth on the
development of the antebhellum J':DIL‘I:‘L#.".-E.‘I.} railroad system, which in turn
haz contributed significantly to the US ecoriomic development. Kelley
(1972} further claimed that the expansion of population size in the
1%th century contipued to facilitate the extension and ieprovement
of the transport system and transport cost as market size expanded,
In England, Habbakuk (1363) has pointed out that the population growth
which led to the attainment of a certain denszity of [r:}px;latim made
it worthwhile to create and improve transport facilivies’, which in

turn induced a more rapid rate of economic PrOgress.

hrother important source of scale economies is the increased
diversification and specialization between firms which oceccur when the
market reaches & certain substantial size, This processE of wertical
disintegration of industry, which has been hishlichted by Stigler {1951)

#ncl earlier by Young ({1928) is believed to have played an isportant
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mere inereass in populatiosn in theose counkries, it can be plausibiy
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tag 1z the cage inthe Philippineg) and agoregate Satput iz charac—
terized by constent returns to scale in labor, capital and land
natural resources), theh it iz likely that growing amounts of Iahor
and capital with Ffived swpply of natural resowmrces will encounter
fimintshing retume, Fotbing it differently, additicnaxl new -l::-'::pit-etl
andg labor to existing stocks will be dewvoted to exploiting poorer

and less accessible natural rezources and raw moterials which may
therefore be considered o be legs productive than previous stocks.
Consequently, this fixity of natural resources will be a Adrag on
economic: growth,. RS sconomic history shows, this drag can e OVercome
by natural rescorce augmenting technological progriess. Technological
progress, however, 1is not costless and is quite mpredictable. Sig-
nificantly large amovnits of scoponic resources have fobe allocated
Tox mve::n_i-:m and .i_nnwatj on=producing sctivities _I‘::_'- aungment  the amoimi
of ugeful natural resources or maintain the enviroament., For these
repsons, it doss nob seem wise to assume increasing reiurns’ o Scale

in analvzing the consequences of population growth.

The question, however, arises whether popuiation growth might

have & significant positive influence on technological progress,

One foctor often cited to explain the rapid technological
change in the West is poprilation growth. There are a number of ways
other thap those relpting o scale effercts in production througn whick
popuiation growth has been linked with the pace of techoological

Progress. (Bince it iz generally agreed that technological -change



accounts For a large proportion of the grewth of opiput of indostrial=-
fred sowntries in the pazt, the hypothesis that population growth may
stimulate technological change iz of utmost importance in discussing

the effact of population growil on seconoRic development.

Habkakplk (1963} contendsd that in the past the abundince of

cheap labor surply provided by population expansion has Stimulabed
capital widening in Evrope and, hence, increased the opportumity of
trying out new produoction methods. Conzsguently, populaticn growth
may have "led toc a more rapid absorpticon of exisring technical knowledge
and, therpfore, increased the chances of making further tedhnical
prograss [Habbakuk - 1963, p. Bl4). In pecclassical models of economic
gresarthne in which tecinical progress is parcly embodied-in ned capit ﬂ_.'L
goodie, the agae distribution of the capital stock ig an 1mporbxnt
determinant of its total productivity. MNelson (1964) has shown that
the average age of capital stock, which approximates the rate of
embodiment , is related to the rate of gross investment. - In tumm,
Habbakuk and other economists have contended that the rate of gross
investment iz influwenced by populaticn growth. Temin {1966}, Lor
instance, hasz claimed that the slow rate of gross capital formation,
which has resultad in the -dimappointing pace of Brivis=h per capbits

cutpulb growth im the Iatter part of the 1%th and the bheginning of the

20th century, was due in part to the slow rates of populeation growth.
Another linkage berween techmological prograss and pooulstion

change relates to the connection between demand, profitability and

intensivenoss of the search for better methods of prodoction. TFopulation
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growlh, insofar as it increases market pobential and profitability

of at least certain industriess, may. influence the rate and direction

af inventive activity. Citing the historical experionce of Europe,

for example, Habbakuk (1963) has argued that thoual “population growth
"diminished the incentive to search for improvements which saved
Labor, it stimulated search for those which saved on natural resourcas”
(p-. 614). A number of studies suggest bthat inventive activity is
inflmnced by profitability which is associated with veriatiens in

final demand. The view of stagnationists like Hansen regarding the
consequences of declining population nﬁ capital wideping ig well

kncwn. Tn mature economies, population growth iz zaid to heve a
formideble effect on investment insefar as it helps mairtaia an adequate
flow of demand (gee Cornwall 1972; Keynas 1%36). In this comnection,
Felley, (1972} aftor reviewing the pertinent literature, concluded

that there is evidence to support the view that population growth

may stisulate Iinventive activizy by ralsing its profitabilitvy. He

alsc concluded that the rate at which new technigues mn‘ be incorporated
in production would tend to wvary directly with the rate of population

growkh.

The crucial assumption behind the abowve discussicn is that
Population growth expands agoregate demand. Many economists ERrions 1y
dovbt the relevance of this agswmpiion to LICs like the Philippines.

A mere increase in population in these countriss, as einr ] ier pointed

out, i=z mot likely to result in a significant market expansion because



of their low per capiths incomes (Mrint 1272; Jones and Selvaratnam
1=y King 3974 Demeny 19652) . Fopolation can inpcrease wery fasi
but effective demand may nobt increace correzpondingly. Moreowsr,
the sizé of the domeztic demars] is onlikely too be o veary Testrictive
constraint in & emall cowmbry, for as long 25 it has an Open ecopomy
whoee Inosntive stracture doss not anduly penalize the export sector.

& good axample of this iz Singapore and Honghkopdg.

ropuletion growth has alzse beepn linked to technologicald
¥

Progress through the sfo-called "challetme apd response” mechani ses.

Clark and Bozernp, clalming that popelation pressure may Indice a

faversble adaptive behavior, contendsd that popolation growth stimulatas

labor-intensive agricoltural improvemsnts and raises the prodoctivity

of larnd. Eaarerlir (1967), Keliey (1974, and Mams [E971) heve

M

enphasized the pomgibility that a8 larger nmueder of denendents may
preas family merbers to look ‘hardery for ways of Snoressing income,
To gquote Easterlin, "population pressure arising from mortality

reduction may provide the zpur to work harder, search information,

increase capital formation, and bry new methode® {p. 104 .  Hivschman

{1957} has advanced the hypothesis that a cormmmity reacting to defend
itz standard.of living threatened by population growth is strongly
pobivatod Lo control and improwe dts environmenty & rapid population
eXpansion W2y presstre government fo be efficient . mdertake the
nECHEsATY Sociceconomic reforms, formulate betbter plans and imglament
them more vigoronsly, Boserim's historical study tends to Support

aer bhypothesizs, In this connection, Mosiler (1973} cbhsarved that




the experience of a nudber of economies appears to he consistent

with the Clark-Boserup hypothesis, Specifically, she said that
"Japan £fits thiz model in the sense that populaticn pressurs waz a
maj0r resson why the government as well as individual farmers were
highly motivated to develep, disseminate, and dcceplt new methods

of cultivation. TFor Taiwan and the Punjab the model is also
ap{:n].ix:ﬂ.]:-le._ byt less consistontly so. bacauwse they reccived important
agricultural innovations from foreign cowntri=s™ (p. 428). She also
cited (hina as ancother case in which population POESEUDe Aappears Lo

have been the main engine of agricultural growth in the past.

Conclusions based on Boserup's study need some important
gqualifications. Population pressure mav have resulted in an increase
in output per acre but not necessarily oUtpit per capita. In this
regard, Mueller ¢hserved that in none of the countries she cited were
"labor-intensive investeents sofficient to maintain the productivity
of the rapidly gzowing supply of agricultural labor™. Furthermore ,
she pointed out that nowadays the new and highly prodective approaches
to agricaltural development require large amowmts of p:u—lr.h.:swd inputs,
which means that it is now more important for farmers to eccanopize

on family expenditures than to have many household warkers.

Furthiermore , Tangri (I970) has pointed out that, as it is,
LOCs seem to have more than encugh poverty and scarcity of resources
to spur them intc action; in many of these countries, the prospect

maY not be greater constructive action but grester despair or
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1‘:11’.1’:1I‘|.i!‘.‘.;‘|k'.\'_‘:-_|}' graatoar tarmoi fo Pandis - (1963} found Hirsochmas's
arguments reculiscly mneoavineing in labor surplos economies and
considered Hestern (possibly, latin American) challenge and response
mechanisms inappropriate. Un the cmbrary; he hssercted that further
increaze in population groerth may lesd Bo apathy rather than ;
craativity., Bemeny [(IS653) hias also pointed oo that ewven if one

accepbs that “some population pressure is useful, 1t does not follow

ul® (p. &9}.

=
1
e
b il
=]

that more popiiaticon ProssSGEG L& @ore use

Productivity 1= said to be influvenced by the age distributicn

not only of physical capital but also of labor and humdn capital. It
iz claimed that the younger age and skill compesition of the popnla—
tion: browght abowt by a higher rate of growth Tends Eo raise. average
productivity . The sssumption is that goung adults are more inclined
to take Tisks, better shle to abisorb new knowladoe and ard morea
creative than the old. Ieibenstein (1972} argued that:

If education end cther forme of homan capital ars given
only to the youmg prior oo entry into the work force,. and
itz quantity increases over time, Then the greater the
cate of population growth, other things being equal,

the greater the rate at which husman capital incraases.

Im 2 stationAary population, the increase io the economic
gquality of the labor force would depend only on the

rabte of incregfe of humen capibal given o each succes—

sive generation. But in-a growing pooukation, the entrants
more than replace the refivesonis and the average sconcmic
gualite of the popuoilzation would be higher than in the
E-L.i.LJ'.n:mr'.-' ;'.‘t'n-il{tl:'ﬂ_j_l::-Ti,, Of comxse, 1the 5_7'_'7;:'|i;1'.i.-:-£1."'.l:::1 af

this factor would have to be determined empirically; bt

ite exigtaence shonld be kaken inko account in any list

of cowiter balancing effects of a growing population {p. B&0}.




Ieibenstein®s analysis hagz beon celiticized for his assuap—
ticn that the apoint spent by a family on the per capite human
capital of children fz waffected by family size.  Hoover {(1972)
found this assumption dvbicus. In LDCs like the Philippines, it .
mery well be that an increasze in family =ize would rezult in relatively
lower himan capital per child. Government per capita expenditnres
on education and health may be deprezsed becauss of rapid populaticn
growth. Furthermore, wvery high fertilicy appears to be negatively
related with the nutritional status, IQ, and school performance of
children, = topic which will ke dizcuessed in greater derail in

Part IT of thies stody.

In an interesting stuody of thae ages at which Hobel Prize -
winners did their prize-winning work, Sweezy and Owens (1974) found
that tﬁc age distribution was Gaugsian with a mean of 32.2 and a
standard deviation of 7.6 years. Uging the: 1967 U.5. mortality tabhles
o analyze the effect of chapges in ine age distriburion of a hypoe—
the';-'i.cnl population growing ot ddfferent rabtes (=1.0 peprcent to 3.0
Percent per yearl) on C!‘ZE‘.JLL*.:'."E seientific activity, they fTurther found
thet "t.]:t-e relative peEr capita probabdlity of Hobel-guality work in
phvsice has a broad maximum from zero to 1.5 pe::cent. per yoar grorth
but falle -::f.f rapidly for growth less than =0.5 and more than 2.0
percent per year” {.p_ 4%}, ‘They, thersfore, coocluded that thers iz
no justification for fears that slow or mero population growth would

bave & stultifying effect on scientific creativity. "Ooe reason for




[=12

the common misapprebension on b seore.’ they pointed ous, "is the

failure to realize that a growing population i= "voung' primarily
e i e e e . S [ —— L Sy ——

because so many of its members are under twenty" and that "the pro-

=,

portion in the crucial ace GO — prpdial as indicated ber Hobel

o o LA P

Prize winners in phyzica ia relatively ingensitive to chenges in

growth rates from zerc to 1.5 percent per year™ (p. 4%, wnderscoring

sopplied). Although thiz study was limited to physics only, they
argoed that thers iz & strong préeswmpiicn that youth is more important
in physics than in most othey fields. TIn this regard they pointed

cut that the average ages of Nobel Prize-winning work progresses

-

from younger to older as the research becomes more applied - physics

136}, chemistry [38), medicive and physiology (41).

The relation between technological progress and population
expansion has aleso been viewsd Trem 5o supply side of inventors and
innovators. This approach,. wiich w&s popularirzed by KEuznets [1960),
dSstmes that the rate of techaical prograoss waries dizectly with the -
nageer of parsons working on technological problems. Azssuning that
rufficient amoumt of rescurces for trainming and education iz avallable
and that the number of giftted individuale jo smome fized proportion
of the total population, Euznets {19601 has argoed that "population
growth ... would poodice an abaalotels orsater nmnber of ... generalls
gifted contributors to knowledge™ (g 3ZE) and hepos, stimulate the
pace of technological change. In qualifyving hig analysis, Thelps

g e thats
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The supposition that the rate of labor argmaent—

aticn is a constant overlocks the fact that technical

progress reguires peoprle to creabte and implement 1t

There can be no-dombt, I think, Ehat = slowdown of

population growth will redoce scmewhat the rate of

technical progrese gimnly by redocing the sheer mumber

ol pedple shgqaged In prodocing technical chapge

{Fhielps 1972 po 83}, .

EuzZrets has further hypothesised and strongly asserted thet
there could be increaning rebuwrns in the prodoction and application
of knowledge in responge o an expanding populstion base. The
raticnale for his hypothesis lies in the fact that knowledge is
interrelated and creativity appears to vary directly with the density
of the intellectual atmosphere presumably becaunse of lower costs of
comrunication in dense environments. Becawse of the interdependence
of knewledge, & finding, invention or fnnovation generated by an
enlarged nusber of people encaged in the production of technological
improvements would increase the Iikelihood of further discoveries,
i.e., an expanding knowledge base wemld tend to enbance the capacity
of Bociety tooacquire farther knowledge about nature. Az Eurnets
chservad, “"greater knowledge of physics and progress in both of these
contributes to greater kiowledge of physicological and bBiological
functions ... aven new devices in Social enginesring in one field
(for example, corporate orgenization) facilitate pew organizational
devices in other fields {(for example, cradit instruments)™ (Kuznets
1960, p. 328=329). The assumpticons behind Eurnet's hypothesis aro

Tery restrictive. RAs Furnete himeeslf has pointed ouot, his argumsnts

implied g theory of producticn of knowledge in which more intensive



training could not be substituted for a smaller number of PErsans.
Furthermore, he assuned that the additions to population will be
as well equipped, educated and trained as the popularion already

existing. Eurpets dowbted fhe relevance of this sassusobion in LOCs,

Bur even for developed comtries, Hoover [1973) considerod this
assumption difficult to accept. In particular, he said that, "perhaps
oSt of the potentidl exceptional erestive talent born into the

world never comes to fruition because of insufficient support, and
more effective investment in human resources per capita is likely

to be more productive than is the imposition of a larger load cn

the capacities of cuwr educational system”.

We shall now examinbe the relationship between population

growth and the rate of saving.

Dimeussions on the effect of -:k.tmmr.l;?-mr;. processes on the
savings rate have centarad r~1 the dependency burden {zes Demeny 1965a;
Coale and Hoover 1958; Barlow 1967; Enke 1971). The ardument that 3
increased fertility would negatively affect the savings rate is
usmally illustrated by l.':r.‘:-ﬂ:::ir“h_:;"in-_:_l two conntries with the same
number of porsons who 2re economically active and endowed with the

same level of production and technology. 1t ic then argued that the
country with more dependents will have a lower averace PIOpOnEity Lo
save because of its larger consusmtion needs. At the household lewel,

given the same family income and mumber of economf calls active persons,

families with a larger nurber of dependents to support will tend to




sawve less than families with fewer children (Coald and Hoower),
In short, since additional children increase consusption needs
without raising income, they would reduce zociety's porential for

saving.

Demeny (1965a) has pointed out a number of circumstances
wnder which the negative effect of higher dependency rate may be
a:hi;wed or even offset. First, there may be economies of scale

2 invelved in supporting a larger family. Second, the potential
savings from reduced consumption needs may be very small, and may
not be realized at all becavse families may be merely substiteting
one form of conswption for ancther, e.g., "hecessities" Ffor
"luxuries" (Sinha 1973; Bilsborrow 1973). 2dditienal children may
be born as a resuit of a cowple's decision to have more of feprings
in preference to other conewption possibilities.{ses Becker 1960;
T.W. Schulrz 1974). One can thus imagine & situation in which
couples opt to have additional children but less leisure, and more
work or working hours. In this case, the zavings rate will possibly

remain wnaffected or may even increase (Kelley 1973a; 1973b) .

Simha (1973) and Bilsborrow (1973) argued that the actnal
effect of a decline in fartility on the aggregate zavings rate may
not be significantly large since the bulk of gavings is accouptad
for by the top 1 or 2 percent of the population. Gupta (1971)
hypothesized that the effect of dependency on savings will be felt

only after a certain income threshold has been attained. Income
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lewvels in LDCs may be so low that they barely provide for suwbsistence
1iving an'ii, hence, leave no margin for savings. This may be 5o even
for those without dependents. Hawving more dependents under this

sitvation simply means the sharing of poverty.

Since savings is partly the result of a decision to provide
for future contingencies, a larger mmmber of dependents may indusg
parents Lo save more. Demeny (1965a) has pointed out, however, that
as savings is oriented towards meeting future expenses, savings and
dissavings will tend to cancel gut. HNevertheless, he recognized the
possibility that "if the acts of saving and dissaving are separated
by a substantial time period and if these acts are closely correlated
with age, age distribution differences will affect the average savings
ratic for the whole population™ (Demeny 1965a, p. 15). In an analys.j_::
of housenclds at various stages of their wealth accmmulation and
decunalation programe, Nordnéus and Tobin (1970} chserved that the
naticn's savings rate will be decreased by fertility reduction insofar
&8 1t change=s the age digstribution of the populaticn towards the ra:eu.':l.g,ra

low-wealth years and the late low-wealth years.

It hag been argued that since a decrease in population growth
Eands 1:.:.:- increase labor's share in national income, the aggregats
savings rate could fall (¥elley 1974; Kelley, Wiliiamscn and Cheetham
19728, 197Ib). Isbister {1%73), howewer, haz pointed out that while

it the long run such might be the case; in the intermediate rom,

fertility reduction would tend to decrease food prices, depress indestrial
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wage, raise profit in the modern secbor and; hence, incroase the

aggragate savings rate.

It ig also argued that fertility redection miy positively
affect the savings rate to the extent that government must incredse
its conswmprion expenditures Lo meet additienal demands on health,
education, adminizntrative and other welfare services (Ruprecht 1967;
foover and Perlman 1966; Jones and Selvaratnam 1972). The treatment
of the relationship betwsen population and government consumption
varies. Hewewer, it is generally assumed that there is some kind
of fixed relationship which is ususlly determined mechanizcally.
suprecht (1%67), for instance, in his economic-demographic medel of
the Philippines, assumed that there was a comstant ratio of current
goveinment expenditures on health (education) to population {school-
age children). LCagsen [1973] argued that in ._I:rr.j.lncipler It is wp to
the government to allocate its resources as it sees fit and simply
allow the gap between desirable and actpal provision of services to
Widen. He, therefore, concluded that althouwgh population growth
shoupld lead to larger govermment expenditures to meet the needs of the
pecprle, .the rate of increase may be slower or faster depending on such
factors as availability of funds and perhaps more importantly on the
orientation of the political leadership and the bureaucracy. Cassen
also pointed cut that, insofar as part of these social expenditures
can be considered productive investments, estimates of the impact of

Population growth on savings and per capita income may be hiased

upwards .
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Pinally, Demeny (I9G5a) noted that, ul.t':u-:rﬁ-;l: fertility
reduction may incréane The pation®s capacity to save, its actual
savings rate may pob rise because of Iow Investment  demand cavsed
5}5? various Factors amont wnich are ri-'_\-mi:.-:;rr_;_p}dr: CRTEEas -."_'u::.r'|.1.-l:w:':'-:.|_311_,rr
1t has becn argoed that ingofar as population growth increases the
glze of the market and, hence, invegtment opportunities and demand,
fertility reduction may have some offsetting pozitive effecte on the
rate of coapital formation. Forthermors, it has bean noted that an
enlargemant in the number of dependents or a rise in the dependency
Tate nob only increases congamption but also raises income. In this
copnection, it hes been said that most analyses overestimate the
impact of fertility reduction on the savings/income ratioc because
they ignore the positive effects of increased dependency on incomas °
(Rellew 1974, 1974bh: KEuznets 1960, Rdpms 1971}, .In the light' of auge
previoms discussion, however, about the mechanisms through which
population growth can stimulste economic growth, it would appear that

these argueents are not very convincing for LDCs like the Pnilippines.

Good evidence on the effect of family =irze on savings rate is
soarce, and empirical analysis of the irpact of the dependency buarden

Inadequate data {Mikesell and Fineer, 1973). The
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limited results, however, of geveral empiricael microeconomic stndies,
including twe in the Fhilippines {which will ba discussed in groater

Getail In- Fart II] tend to suggest that, centrelling for incomz, the

correlation betwaen Farily size-and savings s nedgative. Goidsmith;
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Brady, and Menderhauvsen (1956) reported the elasticity of conswmmption
with respect to family =ize to be abeupt I/6. Eizenga (1961 foimd

the negative Impact of fertility on E4vings to be relativwely small,
Interestingly, he chserved that savings appear to increase with omne
and two childeen. Henderson's (1949/50) stwly also showed that while
the impact of family size on the composition of sonsumption is subs-
tantial, itz effect on tokal expenditures iz small, suggesting that
families tend to simply substitute one form of consmmption for ancther.
Fower (1271) and Mangahas (2974) revealed that famlily sire doss have

a2 significant pomitive effect on hou=ehold consumption in the PFhilip-
pines. . In an oft-cited cross-national study of T4 countries, Leff
{126%) concluded on the basis of his regression estimates that youth
dependency depresses the savingsAincoms ratio. In a comment , howewar,
on leff's article; Gupta {1971) has raised the isswe that in ey
low-income countries, the coefficient of the dependency ratioc doss

not appesr to be =zignificant, a Einding which he claimed was consistant
with his “"poverty-sharing” hypothesis discussed earlier. Incidentally,
the Philippines does not belong to this set of very low i;cmmn countriea.
Hence, the negative effect of dependency might be cperative in the
Fhilippines. It is quite posaible, howewar, that Leff'e egtimabes

may be biased hecause dependency (fertility) and savings rates may ba
siMultaneﬂuslf related. It can be argued, for instance, that if
saving in financial institutions becomes a cheapar way of providing
for future needs, parents may Taise their ﬂaving; rate and redoce

their reliance on children as cld-age security. Conseguently, they
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may réeduce thair desired number of children. The correlaticon
¥ &
chsermed bvw Lelff counld thersfore indicate a canmaticn that gooz
Erom savings rake to fertility.
iz consideration suggusts that in analyzrifg the relation-

ghip betwean savingas and fertili
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populaticn growth. More importantly, the analysis is subject fo
severe simaltaneity bias. The reason for this is that higher
rates of growth of GNP per capita are likely to indice a more rapid
rate of growth of population becawme, for example, of & more rapid
decline in mortality rate. Studies have shown that life a:q:ectan.v:?
is highly corralated with GNF per capita, This could accownt for
the slight positive corrslaticn between the growth of population

and of income per capibs.

1.2 Some Aspects of the Macroeconomic Consequences of Fertility
Peduction in the Philippives

It 15 difficult to directly test the effect of rapid
population growth on the growth of GHF per capita in the Philippines.
e can, however, make a strong case on the basis of bitg and pieces
of evidence and common sense that a policy for lowering rapid
population growth through fertility control iz likely to promote

faster sconomic developsent.

Earlier, it wias argusd that, since the Philippines is already
highly dencely populated and has a very low per capita :i.;mnme, BConONies
of scale from a much larger p-.':upu_'-...atim': ie likely to he mmimportant
at present and in the near Future. Fopiricsl sepport of this conten—
tion can also be gleaned from the following aggregate production
finction which we sstimsted on the basis of time series data from

Ia50 bo Toels _



where CHP is gross national product in real terms GFAF is puelic
capital stock {e.q., public infrastrocture}; FEKAP iz private capital
stock and EMP iz ourber of ermicyed persons. It is intersating fo
note here that the oom of coeffictents (excleding the intercept)

iz very close to unity, which sugeests that the aggregate production
functicn might well be characterized by constant returns to scale.
Including another major input like energy could decrease the sum
total of the coefficients of these threeé inputs. Since the Sum

to coprtal and labol 2%

14|
=
3
]
P

of the oubtput elasticitie

function with

close to unity, we estimated a Cobh-Do

constant returas b scale:

{11:66) {3006}
BE- = .991

=

From this squation, the rate of growth of @GP per worker can he

expressoad o s
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whire R‘i' is the rate of growth of variable 31 41 = output per worker,
2 = pyhlic capital stods, 3 = pPrivate capital stock and 4 = mumber of

workers). The above egquation Suggests that coteris paribus a percent-

age point decrease in the rate of arowth of the e:n_;lc-s.red labor force
will result in .85 percentage point increase inm the rate of growth
of labor productivity measured oy output per worker. This implies
that a lower Fertility will result in a reelatively greater GHE per

capita hoth in the short rm and in the long rum.

An analvsiz of Philippipe time sapics data sugoests that
fertility reduction wiill Iikely raise the savings rate gdefined as
the ratio of demestic savings to CHP, Using multiple regrescsion
analyeis, the following results were cbtained:

(4] In SAV = 4.638 + _2305 1n TAX

GHTF [2.38) GHE
+ .7127 In GNP - 1.5959 In DEP
{4.65) P [=2.06)
e
B-=. T8

where SAV = domestic savings, TAE = votal taxes, POP = total
Population apd DEP = persons 5-14 years old as a percentage of
Eetal population. The equation above implies that the Saving rale
increases with per capita income. Consegquently, fertility reduoc=
tion is likely to increase the savings rate as population growth

slows down. Furthereore, eguaticn 4 above spggests that as the



rumber of yomg dependents declines az a percentage of total population

o A wpegult of fertility reducticon, the savings rate tends Lo rigme.

With few exceptions, the major source of income of poor
households is labor earnings either throogh wage employment and/or
self-smnloyment. Comseqguently, the level of poverty in a country

critically depends on the condition o the labor market.

Althpugh there are imperfections in the Fhilippine labor
market, it is largely competitive and reagonably "well functiosing,™
{moe Lal I979). ‘Therefore, it is reagonable to assuse that throogh =
competitive process, the interaction of swply and demand for laboz

determines the Ievel of emmloyment and real wage.

In.general, real wage tends bto fall when ex-ante Supsly of
labor incresses faster than ex-—ante demand. Between 1957 and 1976
the r-cnli; wape - rhte declined by mearly 30 percent for botli urbap
[(Manile} and agricoltoral laborers (ses Table LT . “This sujgenie
that ex=gnte demand for labor tended fo grow at a slower ¥rats than .
ex-ante egpnly. In & sitoation of mase poverty and in the absence
of a state-supported wnemployment insurance system, the fall in real
Wage 1..:|£ 11 induce some family members to cot short their search [or
waiting) for better job opportmities and “fozoe” them To accopt  Low
wage employment or low productivity self-employment swuch as retailing.
In support of this hypothesis is the chservation of the World Bank

poverty report that, eMcept in Eramsport, labor productivity as

measured by value added per worker in the service sector stadgnated




Table 1.1 Peal Wage Rate Index, J957-78
{1972 = 100}

Manila and suboarhs

= Tmekilled Agricultural
laborers laborers laborers
1957 ERECT 6 s 45 7
1958 135.6 11,3 13526
IG55 1355 112.3 14305
15960 133.4 LO7.5 143.4
1961 13L.2 igd8.8 130.9
1963 12525 1059 1230
laa3 1223 1056 i 55 " B B
15964 1151 98,6 R 1L
IDES ! s | 3 0 3 5L
L
1886 1T4_9 o4 8 132
1967 11372 1032 124.3
1568 139 .4 P L E
1969 123.2 1522 11z2.3
1270 114_4 1316 :
1971 1ES: {2l B | a97.48
1972 000 Loey .0 b o
1273 924 S0 g
1374 T5 6 e 0 L= 5 B
1975 T2 TG o R
1976 o L) FLoE Ti-dy
1577 72.9 0 4 Ta.it.
107 TE.1 Ered i el

Yobes Beal wage rate indexes have been derived by deflatineg meomey
wage rates/indexes by the CPT for Hanila and suburbs and
the FPhillppine CPI Ffor agricultural laborers.

Sonrce: Worid Bank (1980} Tahle 3.3, from the Central Eank and
Bucean of Agricultural Ecopnomics.

fum-11000)

Dniver«=itr of the Philippines Syetem
Sckes? of HEeoromies Library
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during the period 1957-76 and even declined in the case of
cotmeres and "obher™ services. Hencs, although open anombloyment
rate appears to have declined over time, it does not necessarily
mean the "tightening" of the labor market. Under a situation of
low and falling real wage, the decline in opan uneepployment Tate
can indicate a deterioraticn in the labor market condition as

argued above,

It iz difficult for real wace to rige in the Fhilippines
partly owing to the rapid growth of the labor force, which has been
growing at 3.0 percent owver the past decades, a percentage point
higher than the average growth rate of 2.0 parcent in develcping
countries. The growth rate of the labor force in the recent past,
which parallels that of the working-age population, reflects the

very high fertility prevailing in earlier years.

While a high rate of population growth significantly contri-
bittes to the difficuley of radising real wage rates, it is by no
means the only factor. Past govermment policies have inhibited the
growth of employment in the manufacturing and expoert sectors and
tended to bias the incentives structure of the economy in favor of
n—.:I.-.._-i.&_.al intengive industries and production techniguess. Well known
examples of these policies are tariff protection, licensing of
imports, artificially low interest rates and fizcal incentives
that favor the use of capital {see Bacrista et al. 1373}. Inflatiocn

iz another factor that has centribured to the decline in the real

wage rate.
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That roal wage rate depends on the rate of inTlaticon as
wall s the comrebltive forces of gepply and demand for rabor can

be gleaned [¥om the 63 owing regression sgoatice:

(4 lm BRRGE © 0232+ Lo0380 ln FHRAGE j
{xT. 0l

e

t LE122 An FEMP - 00530 RINE . — 0021 RINE
R L LSE (—3.3L) e

whers: RRAGE < real wage rate dindex {the guhgcript {(=1) m=ans that
the variable iz lagoed one year}
RiIHF = the rate of inflaticn
FEME w demand for labaor: the nurbor of eeployaed personse
in Full time eguivalent.

LSP = labor foree

Az ome might expect, the variable FEMF has & siguificantly positive
L5P
cogfficient. %This means that, hoelding rate of inflation constant,

an increase in the Semand for labor (FEMP) relmntive to mpply (LGP)

tands £o raips the renl weoa reia.

Pwo of the likely determinants of povierty i.r-. the rusal areas
are fare size and the agricultural labor productivity. This is
discussed in the Worlc Bank poserty roport aad Part IT of thies pajeEr.
Since populstion growth is ap dmporvant determisant of farm =ize
and acricultural productivity,. fertility reduction will sost likelw

facilitate governmpent efforts to redoce curil pavarty.




A grudy of Pernia et al. (1981} of the determinants of provincial
agricultural produoctivity in F960 and 1971, weasured by value added

in agricultore per worker [(D/L), strongly sugoested that ff.f"-fﬂﬂi

paribus increases in labor force can depress owipubt per ‘worker., Tables
1.2 and 1.3 show that there iz a sionificant positive correlation

batween /L and size of farm Bnd per 00 workers (S5/L). In additiom,

(/L is also positively correlated with nueber of tractors per 14,000

workers.,

The Worid Bank powerty stody of the Philippines noted that
out of the increase of 4.5 millics perzons fo 197075, shouk 3.8
milYion: were added to the rursl phpolation. K= a resalt, the ratioc

of oet celtivated land to agricnlteral populstion fell fTrom .32 ha.

| i}

[

0 ko (3 hRa. in 1974. In 1960, the ratio gvond ab L 3T ha.

Tk E1_.-:|:1-.J-H=_~1- noted :I']',af_ the increaso In poynla I.ii'.-re.z'-'.-lq_'tj'.':- to arsbhie
land combined with inkeritance customs might have resulted in con-
[

tinued subdivisicon of farms, probably dincreasing the percentage. o

populaticn Jdepondsnt on small farms.

The rise in the man-land ratio is expected to accelerate in
the rnear future as room for sxpomsion has hecome very Dimited.. Mea
of the remaining mmenitivated Iands ape hoge of poor gua 1ity located
in upland ard remote areas, Hence, the Frivate snd social costs of
bringing these lands under cultivation are likely to becowe increasingly
high and the retorns Iow., A sub=tantial part of the social cost of

eych an expangion will likely include incroased deforsstation, soil

erosion, siltation and flooding.
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Table 1.2

DETEEMINANTS OF PROVINCIAL AGRICULTURAL
PRODICTIVITY (00, 1960

) i, A o R O~ N E U W
i2 2 3 q
Constant s P e 1 — 27299 =102 009 =55, 834
/L 2054 2.080 2.164 2.118
{3.800) {3.8473) {3.56&) 3,536
p FT 2.345 2,512 1.947 2.376
(X.983) i i T (1.533) (2.143}
/1. 0.424 . 292 . 305 0. 381
{3.261) {2.431) (2. 5393 (3.3392}
Fé& a.044
(1.0859)
LOG BAH 53,352 47, BD4 45, 449 L5 _ 90
(1.B44) (T.672) {i. 722} {1.979%
URE : 1.733 Z.164
j £1.31%) (1.5
ST e B
=0, 719}
Mo =18.824
(=0 453
RO =70,.515 =56 . G&0
{=1.55k) (=1.5409%
BRLIC =10, 781
{~0.146]
a° . G.499 0. 486 3. 499 0.492

"

Source: [Fermia EEE:]. {ianz)

———

E‘:; Pegression Tun no. 1 is in dounble log f-:::rm
by t-values are in parentheses undernmeath regression coefficients.

c/ The following are the definitions of the notations used
in Talles 1.1 and 1.2




I-30

{(Tabla 1.2 Continped)

= morieunitural output per worker f{(in pesos):

e
H

e

= ‘“wize of land in hectares per 10 workers;

el

=

weighted kilomaters of yoads ter 10,000 Dectaras:®

va

FI = proportion of total farm area wmder irrigation;
= fractors per 10,000 workers {representing the degree
af farm mechanizationd ;

1) = proporveion of farms fragmented into 6 pRrcels O CTer;

LURE = level of urbaniration (proportion urbar) of the total
provincial population:

E0C = secondary urbas center, 1 for presence and O for
ADDEYLCE

BIC = major urban center, 1 for presence and 0 for absence;

RuUC. = rpgional urhan center, 1 for presence andd 1 for absence;

BRI = broad regional urban center, 1 for presence and 0 for

abaence.




Tabrle _3

DETERMINANTS OF PROVINCIAL AGRICULTURAL PRODDCTIVITE W o R .

L2 FEe O P i T e L L
| 2 3 4
Constant =B84 . 647 =-5_235 11 . 8640 — N Bge
571 R.B58 = | Gl FT . By
i6. 184) (6. 208) (6. 253) {5.887)
FI 3.649 3245 2.E032 3,330
(1. 704} L1602 {1.405} (1,546G)
T L 3,921 1.058% A2 1053
{3.76] {5280} (5. 4497 (4. 604)
Fh 0.548 0,627 0.625 I Y
{1.9685) {20353 {2.338) {2. 372}
LOE RE o 48]
£1.4211
S -33.573 s P |
{=0.609) (=0, 362
MR g L - 25,3143
(O.391}) (0 383)
RO I14.9080 123 645 134,432
(1.480) {1.665) {X.738)
BRI 32,536 T BTh
(0. 256) (0626}
RUC /BREIC 133,955
£1. 730
> : e 3 g
H 0. TS 0. 687 0. 700 0691
-

Bote: t=valees are in parentheszes wnderncath regression coefficients_
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Finally, fertility reducticon can al=c contribizbe towards the
glleviation of urbzn poverty. This is sogoested by the Following

regression eguation:

PONTY= =.31.46 + 9.24 HHSIZE +

(1.3} {

8 DEPLCY

]
1.54)

where POVEY = percent of households below the poverty iine; HHSIZE w
hounehold 5ize measured as the ratio of population to total Timber
of Tiouseholds; and DEPCY = dependsncy rate defined as the peroent of

population below 1# years old.

The above equation has been sstimated on the hasis of pro-
wincial level data. Not all provinces were included as income data
for some were not readily available. The income data were eztimated
from the 1975 :'J-'_‘EE'I! Family income SOEVEY, wWiile Ll‘..-e'-. demsgraphic
variablos were calculated on the basisz of the 1375 Censuf. Tha
equation above applies to the wrban sector. It suggests Lhat, holding
dependency rate constant, & decrease in average housshold size is
likely to be associated with a o 74 percentage point reduction of
p:mr'j.n.:ia;i poverty rate. Dependency rate is also positively corpela=
ted with poverty rate, although it is only marginaily =ignificant.
The above equation provides only suggest ive evidence largely bacause
of the problem of '_'..:i_'_'-!'.lilﬂ.'r-.ﬁit'_','. For warious reasons, the obserimed
correlaticn might only be capturing the effect of poverty on

fertility behavior ——average family size ig high because of povaEtyl




Afpother azpect that must be congidered in-reviewing the
economic consegquences of fertility reduction is its impact on the
abiliky - of government Lo provide public services. Two i:cp:;.r:;.ant.:
examples that will be cited here are education and health services,
Boocording to the currant 1983-1987 Philippine Developmesnt Plan, the
governmert intends to provide health services worth ¥ 35,50 (in 1980
prices) per person.  Table 1.4 shows the difference in fofal govern=
ment health expenditures under the high, medium and low population
projections of the development plan,. Using these bhres sltersative
population projections, we alao sstimated the "required” public
education expenditures. In making these projections, the following
assumptions were made: (1} the enrolment rates estimated for 1381

will be maintained; (2) the proportion of students that will be

abscrbed by the public gector iz 90 percent, 46 percent and 1 percent

cf the total elementary, high school and college enrvalless, respeckt=
ively: {3) im 1980 prices the public cost per stodent per year are
P2&5, Pdeb, and F2.oed for elementary, high school and college,

respactively. -

The projected values for edgucation are likely o be mmder—=
estimates, - Governmoat plans for education are likely to result in
Increfass in roal oost P student dixe to efforts Lo 119(;1’3.&& the
guality of public education as well as acceszibility of schools,

which wouild probably reanik in high enrolment rates,
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Stated in terms of present values (with 1982 as present) ,
the Lotal amount of differerce in health and education expenditures
in 1980 prices is equal to PR47.0 million and P477.6 million at 10

percent and 15 percent rate of discount, respectively.

Chviowsly, government expenditures for health and education
are not the only public cost that would rise with population
increases. Expenditures for public safety will also have to increase.
Similarly, ceneral q-:.'-xlf_ezzr_:.nmnt. expenditures will have +o riss. It

was menticoed sariier _‘Ehat 21l &f the abowe costs need not avtomatio—
2kly rise with [_w:;bulg_ti.:-n increasas. That wonld certainly depend on
the budgetary dﬁ:t‘..isiq;gs of the government. Howewver, if a5 a result

of populatien growth rate and budgetary decisions, per capita public

expenditures fall, it is likely to lead to a deterioration of public

servicegz for health, educatiom, public safety, afc,

1.7 Copcloding Faamar}l;z__

The preceding snalysis suggests that, should government
decide to .actiu&ly,.r"enmur:agp couples to reduce their fertiliky for
certain reasons (to be discussed in Part II1 of this study), suoch
an effort, if soccessinl, will likely facilitate the attainment of
its chjective of raising per capita income, reducing poverty and
providing .’:.a--::t!..t.: p‘l..tllir.: services,. The arguments against such a
view are less plausible. These arquments largely meintain that
(1) population pressure is good for the econcmy because :1'.|: challenges

the human spirit to be more diligent, efficient and creative:



{2) popularion growth increases aggregate demand and, hence,
stimplates production and investment. For purposes of public
decisions, these hypotheses must be given Iittle weight- for the
following reasons. First, given the masz poverty in the Philippines,
the rising expectations and the urgent need to telescope the deve-—
lopment process which Higtorically took many decades . thele ta meose
than encugh pressure on families and the public scctor. Second, an
increase in population per se does not necessarily result in the
enlargement of effective aggregate domand in & low=income CcounbIy.
End, if indeed the lack of potential demand is a problem in the
Philippines, government can effectively stimuiate domestic agqregate
demand through appropriate internstional trade, fiscal and mimetacy
policies. It might be noted here that a major advantage of relring
on these policies to stimulate demand rather than on population
increases is that they are more flexible. Whes an upanticipated
inflaticnary pressure dewelops, expansionary monetary and fiscal
policies can be reversed relatively sasily. In contrast, & policy
that encourages population growth to maintain adequate aggregate
domand does not have this flexibility. Populatios size is difficult
+to redoce omes it has increassed, The additicnal cpnsumers cannot
(and should nobt) be done away with, while the intermnal dynamics of
demographic processes is expected to generate a momentum for population

GrcHLil.




In a recent paper, T.W. Schultz (1979} has pointed out that
the decline in mortality in LDCs, which has resulted in rapid popu-
Iation growth, contributes :;it]hificantij' to the national development
of these countries, It is true that in itself mortality reduction
repregents a gsubstantial increase in national welfare. tiis a_]_au
plausible that it encourages parents to spend mMore resources on
human capital (gquality) formation and promote better long—term

planning.

These arguments, however, do not necessarily imply,- as some
might h:E tempted to infer, that a more rapid population growth per
se is better for economic development. For, one can argue that
more benefits from the reduction in mortality in the long mm can be

e

gained, if population growth adjusts downwards as a result eﬂf ferti-
Lity reduction. Schultz 4id not contradict this view \ﬂll;::h is held
by most economists and dsmographers, many of whom he correctly accused
of being too pessimigtic and wrong in their econcmic ar:al_]‘.yﬁis of
population growth in developing economies. In fact, the jesﬂ-&nue of
his arguments against this pessimizm iz that E'E"EEL"'EE.]‘.I],I:'.,. B8 a rationsl
regponse of parents to declining mortality and the resulting changes
in the structure of incentives (e.g. regarding quantity vis-a-vis
quality of children), fertility rate will tend to adjust downwards by
itself. The issue, therefora, for population policy is not whether
-u decline in population growth rate will be beneficisl for econcmic
development. Rather, the issue iz the need and extent of puhlic

intervention in the procreative decisions of couples.
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In the preceding sections, wa have a.rqueri that A ~ #poon—
taneous™ reduction of fertility in the Fhilippines will most
probably raize per capita GNP both in the short rup and in the
lomg run. <But we have not yet dealt with the guestion regarding
the economic retuorns relative to public investment in fertility
control. This issue, which has been addressed by Pagueo (1377),
ig difficnlt to answer as hard data on the effectivensss of public

investment in birth control are not available. Conseguently, the

answer to this guestion can only be rough, tentative, and partial.

Im that study, an estimate of the giins in par capita GHFP
relative to the per capita cost of birth control was derived througn
an econpomic—demcograrhic sodel to whichk family planning sub-model
was grafted. The result=s are prezented in Table 1.5, They suggest

that tha gains cah be very aupatantial especially in the long rom,

I't shoald be made cleay,-“however, that a cloger Jook at
the nature of the payeffs from the family planning program reveals
that the gains basically stem from the decrease in the puwber of
persons sharing in national output and not from incressed prodoction
and sévihq. This cbservation auggests that populsation control doss
not necessarily lead to more rapid ecopomic growth défined as sustained
increase in total output. This interpretation should, of course,
be gualified by the fact that many causal processes whereby family
planning could enhance productivity and capital (human and material)

formetion are ot included in the model, MNevertheless, it clearly
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Points to the fact that the Ffamily planning program is noc a subg-—
titukte for sustained economic weropment,  Other smasures are

needed for such an ohjective bte he attained. Hevortholess, the

conbribution of public investsent in birth conbrol bo raising

Ler capita GNP, waze rate,. and family income is projected o e

swstantial and should not be ignored,
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MLCRO-LEVEL IMPLICATIONS QOF POPULATION GROWTH

Ermasto M. Parnia®

if as yet there iz insufficiant awareness of the maecrs
WHEIEQLB?EEEE of population growth, there seems to be even less
senzitivity to its micro-level implicatioms. Policy interest in
the copdequences of population growth on income distributiop asnd
poverty is relatively. receat, perbaps because the issue used to be
considered as a concern of households that is outside the sphere of
public intervention. There iz increasing vecopnition, howewer, of
the view that if human resource development is not only an chiective
in itself but also an essential instrument for othar policy objectives,

then governments must look into how demcpgraphic change impinges on it.

There iz 2 growing body of empirical research resarding the
effects of demographic chanpe on income distribution and poverty.
The evidence thet hasz accumpiated thus far tends to ba supportive of

the hypothesis that population growth in the context of todsy's

developing countries i= antithetical te, or at least retardant of,

both the natural and delibervate process of income distribution =md

poverty ailsviation,

*szociate Professor of Economics, University of the Philippines.
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The purpose of this paper iz to discuss the ways in which

coptinned rapid population growth in the affects welfarae

at the family level, amd then point out what might be useful

-\.

fsin
I-|

imolications for policy. We first present a brief theoretical review

the subject, followed Y a digcussion of empirical evidence from
] iy

»
the international literature asnd from Philippine materials. We then
take @ look at the regions to see how high fer iy would Temd tTo

exarerhbate the zituation of the disadvantaped areas and sociceconomi.c
groups. B the concludisg section, we try to draw what might be soms

food for thought for policy.

Income Tistribution and Poverty .

In LICs some parents are so poor and with practically no formdl
education to speak. of that thelr fecundity is impaired on account of
inadequate nutrition. The more general case, DoOWeWEr, iz that Iow—income

families are larger tham high-income ones, even allowing for higher

L=

mortality among the former. The natural result is a distributiom

of consumption that is worze than the distribution of family incomes
{Boulier 1977). There may be attenuating forces such as economies
of zcale in household consumption, additiomal work effort omn the part
of parents, and productive coptrilution of childrven net of their
consunption needs. But these commtervalling effects of family size
do not seem To be large snouzh te watter {Cassem 1976). Moreowver, if

amall Fapilies are in a hetter position to take advantage of Such
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income= improving aveniues as education, mipration and labor-market

mobility, large familiez would be in a worse relztive income position.

The extended family system that is gquite commom ALSTIE - PooD
hougeholds especially in mmal ,thaz. mey work for or against better
income distribution. 1€ The srrangement enables the family to earn
in excess of its requirements and thus sccumulate phiysical wealth
and capital, it canbe better oFf. ‘Bur,  if the ocppesite iz the caze,
the Instituticnal darrEngement can - lead to s further detepisration
of Intome distribution. Casual evidenice zeems to bear out the Tatrer

more than the former case.

The simple intergencraticnal effect of FTamily size is via
parents® income which iz a key determinant of an individual®s LITICOmE .
Since poor parents have more children *han the rich, uneqgual distribution
of Income iz transmitrad [nter-;;q_-:u-mer-i:.r;r:lj:jr by differ.untiel fertitity,
Cassen (1976} adds: "There are more complex in'l:-,:r_g-e::'lers_-tin:;n..al effects,
such as those that cperate through property [nhlﬁ.:‘-i't-:r:-_-ce — if several
children can inherit property, then those with nore children will

divide their property into smaller fracticms; and if they have less

Property ‘to. start with, or worse, if their property is diminished by

1]'.1'1 the Philippines, nuclear families seom to be the norm
ip rural areas in terms of living arrangements, but the extended
family system insofar as economic arvangements are concerned are
prevalent. =y
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sale in their lifetimes while that of the rich increases by purchase,
+here will be a tendency for the distribution of property to
become more mmegual over time -- and therefore probably, the

diztribution of income also" (p. 811).

Population growth can alsc cause significant changes in
the Functional distribution of income by raising rents and profits
relative to wages. Such alterstions in tuwrn imvariably worsen
personal and household income distributions, given the preponderancs
of wape—earners (Sirageldin 1975, Bouljer 1977). Then, too, persistent
excase labor supply over demand necessarily keeps wages from rising
in absolute teyms, In the Philippines there has been a sustained
decline in veal wage vrates by as much as %0 percent for skilled,
unekilled and agricultural workers from the late SGs through the late
705 (Tsble 1). Morecver, as land becomes zcarce in agriculture, those
with land ownership become inereasingly wealthy relative To those who
merely provide labor. Through investment in physical and human capital,

the wealthy are further allowed upward social n@bi‘_-it;,r.2

Finally, the pure demographic effect is worth noting. 4An inerease
in the proportion of low—earning young pecpla, given an age—-earning
pattern, necessarily results in a higher measure of unegqual Income:

distributicn (Sirageldin 1975).

2 . A S e 1
For evidence on the Fhilippines, see, €.5., Roumasset and
Smith (1981).
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Family Size and Welfare

Poverty incidence tends to rise with family size, and there
is evidence on thiz relationship in the Philippines which appears
to be monotonic (Tables 2 and 3}.3 For instance, in 1971 only S percent
of one-person families were below the poverty lime, but the proportion
poor was 25 percent for four-person families, %1 percent fopr six-
person families, and 58 percent for 10-sr-more-person families.
Foverty incidence was (and continues to'be) more pervasive in rupal
than in urban areas, and thére was a general increase in inciden:e-
for all family sizes from 1971 to 1975 (Tablas 2 and 3). In 1975,
poverty incidence was estimated at 9 percent for Qﬁudmember families,
34 percent for four—member families, 52 percent for six-member, and

about 65 percent for 10-or-more member Families,

In 1371 and 1975, poverty incidence was below the average for
up to five-person families and above the average for larger-size
fawilies.q In 1375, families with six or more members acnuunted for
just over cne-half (52 percent) of all families, more than two-thirds
(&8 percent} of poor families, and roughly 80 percent of the poor

population,

The fact that large families are generally poor has obvious

implications for family welfare. Studies on the effects of high

3Puvtrty incidence refers to the percentage of the population
below the poverty line which is based on two criteria: the consumption
basket of the "representative poor” and the "least—oost consumption basket
necessary to mect specified minimum needs. Fer capita poverty line was
estimated io be F500 for 1971 and P12 for 1875 (see World Bank 1980} .

*average poverty incidence was 36 percent For 1971 and 45 percent
for 1975,
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feptility at the household lewvel, though still sparse, document the
adverse consequences for the family as a whole, for the mother and the

child.

Household budget studies in LDCs typically show that the
consumption basket tends to be heavily weighted by items that satisfy
such basic humzn needs as food, clothing and shelter. TFor the average
filipino family about 78 percent of total expenditures are acoounted
for by these basic necessities, with food alone claiming over half of
tha total (Ten and Tecson 1974, Cabafiero 1978). The food share is
higher in rural than in urban areas, and is also larger the poorer and
bigger is the household (Valenzona 1976). Controlling for income, large
families generally spend more than small ones -— putting inte guestion
the scale economies argument. The studies suggest that a smaller mmber
of children would raise the saving propensity of low-income and rural
families: alternatively, with less children a household could improve
itz consumption., Thus, increases in household consumption and savings

are twoe important opportunity costs of children (Mueller 1972).

Two specifications on the relationship of family size to family

expenditures were tested with FIES 1957, 1961 and 1965 data (Power 1971),

FC = f£{FT; 5)

arvd

Fo/TY = £ (FY/S, S)
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wWhere:, IC = family expenditure, IY = family income, and

& = Family zize.

Regressions were run on data classified by family size, with
catepories 1, 2, -.., 9, 10 or more members, thus allowing 10
chzervations per regreszicn. Separate runs wers made for rural ,
wban, metropolitan and national. The zecond specification gave

Implansible resylts with negative income parameters.

The results of the first specification appear clausible,
as ghown in Tabla A.  The marginal expenditure per person added to
a family iz about F 107.5 (1965 prices), representing %.3 percent .

of mean family income at the natiomal lewvel. This marginal expenditure

==

= about 5.8 percent In rural areas, 2.5 percent in urban places, and

u | e 1';2 Manea &fmean
TR o FY
Hational 327.9 G.763 107.5 0.99 2818.5 2490.6 n.29%
S el [ Bi5)
Rural LG G.7hE 1024 0,88 CRI9Ll ATS0LG - S.eR
£.5.4) { &.8)
Urban . TEE.T L r3T 1077 0.9 L f 3 0 L2296 7.53%
(10,7} TR
Bk dn 1575.98 0,646  inu.7 0,89 - §550,.6 GUBO.6 - 2.73%
‘St CE.6) {2.6) Ty

&

Kote: Figures in parentheses are t-values,

Sonrce: Power {1971: 53 and 551,
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7.2 percent in the mwetropolis. In effect, Power underscores the

finding of Tan and Tecson {1974) by illustrating that the poten tial
e e i et < e 7 teah]

sffect of reduced fertility on saving vate is more than double

in roral aress,

To examine two processes by which family size affects famlly
consumption lavel, Manpahas (1572} expandsd on Power'le effort. He
omitted the open-ended {10 and cwver} family-size class, the mmerical
value of which Power did ner specify. The nine-cbservation regressions
pesult in smaller income cosfficlents and lavger family size ccefficients
An experiment was alsc done with the number of equivalent adults as
a more refined measure of the scale of family consumpticn. Adult-

equivalent family size is defined; in a gimilzy mammer as in tha

i

GE=-TEMPO model, &5

- 4 : S k .-
whare: 5. = mEber of members helow aga 15, 5, = number aged 13-3b,

and 5. = mumber aged 65 and over. After adjust

5
P
1]
i
L1

timation of dncoms, the following regreszlons Were InEL

ana

|
2
1
h
"
e |
y
4
¥
i

with the motations as defined above. The first specificaticn gives

g 5 - v g g . 24 fHPOY J4
genepaliy better results, Karginal propenslity to consume (MPCH 1s
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estimated to be [.71 in urban aress as ggainst 0,96 1n raoral
areas {compared with Power's 0.73 and 0.75, respectively). The
femily size effect is F105 in urban and PBI in rural areas (Power

showed F108 and 102, vespectively).

O the basis of his results, Mangahas argues that "increszes
in family size lead to increases in the family labor force and
in turs in the mmber of .-r-:m]unp members of the family. The number
of working members, in combinatiom with the age of the household
bead, the cdpcaticn of the wife, and {(in urbsn areasz) the labop
force pavticipation of the wife, then determines family dincome .
Obwiocusly it takes 15 years for an increase in S on account of
a1 infant to gen&:r'ate an increase in 5151 hence the timing of
this procesg is quite diffevent from that of the second process™
{pp. 256-257). In the second process, "family size determines
the mmmber oFf equivalent adult members in the Family. In
combitaticn with family income, thiz in turn determines The
consmption lewel of the family... In about half of the trials,

it waz found that the margiral effect of family workers on family

income may.decline with the number of family workers" (p. 237).
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Uzing benefit-cost anr-_'l.j.-‘.'si:s-, Osteriz (1972) estimates the
valme (in 1970-71 pesos} of a birth averted by the Philippine
family planning program to range from P320 to F540. What this
means is that for every 1,000 births prevented, some P320,000-54%0,000
worth of savings could be used to improwve the health, nutrition and
education services for those already born op invested in productive
development projects. The bemefit-cost ratic is in the order 3.5
at 10 percent rate of discount and 3.8 at 15 percent discownt rate.
The benefits are in the form of awided expenszesz for food consumption,
medical, educational, housing, clothing and other expenses, with
food alone making up over 70 percent of the total and education
accounting for 17 percent. The cists are In terms of Iorepgobe
producticon and the provision of family planning services. The pitfalls
inherent in bemefit-cost studiez mizt, bowever, be borne ip mind in

interpreting these estimates.

A lavrge sumber of children in a family means frequent and
narrowly-spaced pregnancies for the mother. Studies have shown that
such a pattern of pregnancies, inn:ludin[__r_? the pesd s carve for several
children, is deleterious to the health of the mother especially if she

belongs to a2 low—income family (=zee, e.g., Wray 1971, Birdsall 1977).

The effectz of family size on children are also very lmportant
to consider, Studies in both developed and developing countries

report the ill effectz of large family size on children. For example,
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infant and -child mortality are positively occrrelated with family
gize while haight of children for given ages seems negatively
correlated with it; likewise, a3 large number of siblings along with
cloge spacing of births result in low c¢hild intelligence (Birdsall

1977Y.

In Thailand and Colombia it was found that there is a greater
likelibood for children in larger families to be malnourished (Wray
1971). In 'thf:_P:"LiliI‘:I}inEs, protein calorie malnutrition is most
serious among infants end young children, with more than one-third
{close to nine million ca, 1975) of preschoolers either moderately
or serarely undernowrished, Three out of every four children are
anemic, and shout the same mumber, deficient in vitamin A. The
damage to their physical and mental develosment would already be
difficult to veverse (Paguec 1975, 1979). It is very likely that
the severity of malnutritien among children iz further aggravated
by the tendenoy of deprivation to fall more heaviiy on children as

large families try to cope with economic hardships (Birdsall 1980).

Improvemnents in income and education, and lowering of fartility
could reduce the prevalence of malnutrition among children, it is
estimated, from about 3i percent in 1975 to 1.3 percent in the year
2000, ~Theze improvements could also reduce the cazez of illneszz ;
among the population. On account of population growth, however, the

sodume Of monthly cases of 1llness could dncréase by I‘!DLI.;gIhl].F &0 parcent
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from 12 miliicn in 1975 to 19.6 million in 2000 {Paqueo 1979).
Young children aged 0-3 usually account for much of household

total and acute cases of illmess (Layc 1977},

A gtudy om rural households in the Philippines shows that,
on the average, the intake of children iz adequate only with respact
to iron (131 percent) but diet rating is as low as 55 percent
(Valenzuela 1978). Sex differences in intake are significant only for
protein and diet rating, with males doing better than females. Adults
have the highest diet vrating (61 percent) and adolescents the lowest

{52 percent).

dnother study on rural houzeholds foocwsed on the determinants
of motyitional statue of preschooler= (Battad 1978)., Education and
income are found to be highly sigrificant determinants, as would be
expected. But mother's nutritional statos alzo has a significant
bearing on the mutritional status of chiidren aged 6-23 months,. By
contrast, additional children aged zero to six years cause marked
reduction= in the weight rating of children two years old or over.
Females appear more maloouwrished than malez, and the working status
of mothers is associated with lower nutritional statas of preschool

ohildren.

fipart from family welfare aspectsz, the consequences of family

size on children are zlso important in the social context because they




necessardly bear on the future of the econoay and soccliety. As

Birdsall (1977 points out: Ythe loss of Individeal potential due

to malnutrition or lack of educaticonal coportunity can be transiated
into losses for a nation because of lower aggregate levels of labor

- 5 1 = 1 X = — 5
productivity and lower etocks of antreoooneurial ability. and

rechnolosiaal Inucrativeness, thene loszes ave Impossible

to quantify; we can only note the contribution such factors hawve

probabkly-made To growth in the Hest.

Economic congirderations are found to be prominent amomp the

i

values zpd disvalues of ohiildven {Bulatac 197%)Y. Three aconomi e

benefits appear salient, namely, assistance in old age, help in

bousework, and contributieon to family income.” Fural respondents
usually allude o economic help while urban respondents tend to

mention happiness for the parent or for the family. A= regards

economic coste, financial burden seems to be the most sallent

and central, and appears to be the styongest reasen for limiting

T e ; _ : :
Family size. Rowevar, oo the whole, slightly more advantages than
disadvantages of children were cited by the respondents in the

Survey —-- an obsepvation which may provide someexplanation for fhe

propensity "to have many childwen.

e : o g

Though zallent, these benefits do not seew central. Salience
comnotes frequency of refevencs to the value, e.p., in conversation
and the mediaz; centrality has te do h:t.': closenesz to a parsonts
Llisic concerns.

E
"Emoticnal difficulties" (a vague comcept) are alsc comsidered
an important disadvantage in having childresn,
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A Tore Tecent survey on fertility and value of children
in Manila indicate that lower-ipcome parenmts are more concerned

about the fipapcial costs of raising children than about the other

dizadvantages (Fomero and Yapchiompes 1982). By contrast, upper—
= 3 £ kd ¥ £
income parents are less hothered about finanelal costs than about

emational costs and the restrictions children impose on their jobs,
Freedom and flexibility. Ip addition, all the motkers interviewed
admitted to the practice of family plamning to put an end to child-
bearing, but oaly 55 percent use modern contraceptives while the rest

resort to natural =methods.

Time allocation studies are alsc revealing regarding the time
coste of children. Im Philippine rural households mothers are
reported to spend, on the average, about 79 hours & weak (10 Rowrs

a day) on both home and market production activities, with 80 percent
devoted to home production and the residual going intc marset
production {Jayme-He 1%279). The presence of a young child (0-6 years
old) in the family causes an Increase not oply in the mother's child ?
care time but also in the time for food preparation and other home
activities. Market production time decreases only slightly, but with
a child 0-11 months, the Increase in home production time and the
decreane in market time are more marked. Heving zn infant entails
an increaze in mother's care time by over three hours per day

(King-Ouizon 1578). Older childeen {10 years or over) act as

substitutes for the mother in the care of vomger children and in other




[L=1%

hase - production wark, bur not in food preparation. Thus, ‘it zeams
That age compozition rather than momber of children fepinges

more directly on the mother's time budeet {Jayme—Ho 1976).

Another study u the ame rural data set shows that the

ime cost Io highest dweing the fipst two yerrd of the, child,

decrensing sharply when the child becomes thres-apd-a-half PSS

eld, thereafier 4

further till age 17 {(Reatubit-Navera 1578).
AT Ages S35 The obiTd #opearg oo Siart contributing economic- time

to the household altheush in nepl g ible amounts only wntil ape FH=11.

ene 16=-18, the child avpears to have paid fow Qi

=5 cimmilated time

CUS TS Al ..'-'!_l.'_:.'.::i o ocontribute 5 et aromt of four hours e Ch

- 4 = LA - . ol
Lzee alse Cabanees 19741,  Children in tho poorest Indome g kb

ontrebute 1aree anounts of economfie time bemefits welitive ta thoge

cn hrigher incoms

himmmelolds, Ohildren Iin poar and larpge Famij

i

Enand mope  time in InComer=—carming activities and Iean in Bons
1ctivitles than theis richer crunterparts. Poorfer childeen also inveat
fEd-Time " In sohooling than 36 micher onpes,
An additionsl notewordly finding of the studies on rural |
fouseholds concerny the relatienship hetween mother's education and

botme production tise (Healubit-Havera 1278, Boulier 1976, Fopkin ISTEN,
fn inereaze in edutatien vaises sotherls home procduciion aspecially

hild care time. This is probably the resuit of Setfer know Ledge abont,

anc pradater appreciation Tor

wime management and shild care -=
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exfariancing hich vates of natwngl crgaie which would haee

RN R gy il e o T 5 i 3
Flstantrally increa: O thell redcurce—poor lands 1F

a0t Do the zafety vmalve of ¢

gration to the other rwegicnz,
¥

the Hational Capital Hepicy

b T - 4 -
net culmipration rates from

SaYES reprefonted

: : B
o nedArdly ona=half of o i o rays

P T e e T A T . e

g ] 1 e Rkt L bar B e et e s K o5

FRRLLLIS OULL nave grown by approxamately 50 te 100 percent mors
=4 e 0] L
il fEamE Wary on L Tabkle 2

ard backwardnes s ir to have baoome

s

VLCIO0E | == pogple lepve the repiong Bacause of denpegsed
I | s

Gomdrtion L (4] L L T e e sTant

edcated; who would presmably

- 3
outmigration pa

commmities whiiek

have besn the o




Fie)

a = . ) ¥,
rhey left. Given its selective natupe, outmigralticn Loos ot
F Fane ] 5 the aotulation pressure in the hackward
gJeep To hawve elfestivery 74l zedd the populatliom presinne e
e R = — e § e R
repions, I[netead, oro demsity and farm densily nave
7ang i i ry = YTakl 21 Becgase theaiyp- terd §1iiy tate:
Ledfy YILLInE LIt Lthess TeFiud i B ] L O alpi L
B i - ) g : Ly ! pRCaiE Ee LY
L v ]—is.-:-l and hawe dselined relatively :1--'.‘."'1-1'.}._'_- L Fable B o l_j_:_,‘l..:j_,_"_‘-E:

Foa T T i : i e e o
ila Tertiiity Fell by as much as 3¢ percaent in Metropelitan kamila,
2 percent if Central Liuzop and 25 pavrcent in Southern Luzen over the

!

(5 -]
pir

- - - r = - T - -
pariad 19E0=1975. 11 dropped by oaly bS5 percenst Ap col, 15 percent
el EGQ=1975, 11 diof ;

P A i e A ] e e A L T
in Lasrerh loavms and S0s2E E'-l"‘:'l"'l:l.‘."ﬂ- Ty Wetsdtaern and Lenrtmal '-'|-'1--|J"|.1--.

L WSS R B

o AR =%
Powerty incidepoe was above the national average dndG :_'.‘-:.'I!"-.!EJ.'LEII'.-.:‘..

£

i 2 B3 i e B (o b |
striking in Bicol, the Visayas regions and Norihern Mindamae in 1971

apd 1475 (Tahlez 7=8¥."  Top exampls, in 1975 the perseiiape poocr

C 2 J - F 7 ooy ] R SN Lt | - 1 -
rappged from %8 percant in Western Vizayas to about /o perc ent 1n

Horthern Mindamao, and it wasz higher in roral thap in urbin areas in

- : & 1
ELET regiong.: The Largest oo centration aof pooy people-Wepe In tha
heavily settled pepions of Scuthern Luzon, Western and leniral sayes, all
heavily seltles oo 1

: -
torather comstitoling over cpa=thind of the tolal poor.

T3 ’ 17 . 1 R e, I (o L
To Pilustrate Droadly T 1ty during the period LHG5-73
1 A 1 o * - ¥
alone it is estimated that some lion Yeapoon—pears of schooling

e

. s e ’ N TR T
pre bowane dost Dy The Topad SecTo which abouet 2.6 million PYS were
s Metro Seoctor alomne, a drain ecoprred on PWo counta:
{2} hecanse tio volvmes of miral-ic-urban and rural-to-metrad mipgretion

were pore than double the reverse Flows, and b) because The averdags

I H T Fii = O R = I iy A
educational fevel of the riral out-miprants was markedlsy higheyr than that
the rural . and even hirher than that of the »ural stayers
(Parnia 1977)

nomseyty incidence in NHorthern Hindanao iz probably
Increase than with heawy Iomigration since

n attractive newls reloping area.
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High levels of faptility and powerty in the reglons are
angeciated with low swoevival rates of Infantz and hisgh malmutrition

[

i childpen (Table %), While infant mortality reates ane high in a1l

reglons, they are partiecnlarly netable in the poorer Teptond of the
Visayas and Cagayan Valley. Si

amilarly, the proportions of preschoolevs

Edlnouriched are significant in thess area=. Orhar ZerE  faneral

indicators of well-being such as notriticonal adeguacy’ and 13 fe
expactancy contfiym the dizadvantaged position of the repions with
omercus population pressure. Finally, poverty is closely copnelated
with education. a2 manifested by the monctonic nepative relationship
of poverty incidemce with level of scheoling of household head in both
wrban and rursl areas (Table 10). It is difficult 1o imngine what

the impact of both poverty and low education of pErents world be on

thee Future of their children.

A repawis sociocconowic provps, tenant farmers amd farm laborers

dppear to be among the posrest of the poor, with poverty incidence

evtimated at 52-59 pevrcent compared to 38 percent for Form owners

(fable 11). Temant farrers and farm labovers together dceount for roughly

e ; i
a-Thirg of The total

poor while farm cwners make op smother one-Fifth.

T WY T el e e o e ny
8 i R o b i, R Bl Ll S8 iy L1 ot thoane =y

i= particularly promonnesd in the

PooTEE YoZions already mantioned. t i apparvently az high asz B0 percent

apatil Tenantl farmers ond favm werkars in Central Vizavas, owvexr BJ

percant among unapacifisd farmers in Western Mindanao . Ceptrat and Eastern

- :
vizayaa, over B percent @mong farm workera in Ricod, over 70 percent



amemg fenant farmers in Esctern Visayas and Northerm Mindamac,

L s b §

and about 837 percent among fishermen in Central Visayss (World

Bamix 1930).

In term= of specific c¢rops, Tice and corn farmers manifest
(o '
the higheszt poverty incidence in practically all the regions

CTable 12}, CIlose to half of 211 poorp fEmilies In the counloy
dapend on these two crops for their livelihood. As regards the

Jocation of the poor rice, corm and coconut f&rmers, Eastern and

¥

Central Visavas apd Hortherp Mindamao again stand ovt. It Bay be
noted further that hewking, peddling anud demestic sevvices in urhan

=

arsas appear hetter off than rice, corn and cocorut Farming. This
helps explain why farm tenants and lzborers seem willing encugh

*o Teave the comntrrside for even these lowly activities in the aiily,

o

Some Ml rfications on Inlee Data

Before conciudime this paper, two qualifications on the extent

b 3 EALEe . .
o porapy ine the Ph ines Are incorder, Pirst, income and

expenditure surveys are never perfect and this is true of Totl

19%1 and 1975 FIES, Howewver, imparfectisns are thought to be mare

serious in the 1975 TIiES dus to under-reporting of incopes. This

gxplaing in part the marked upward trend in poverty from 1971 To 1975,

The szecond qualification iz that family Income estimales are

often based on the standird narrow definition of income 25 the proceeds
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mumber of children may cause economic hardships Tor the Family
hecapme of thelir divect aod Indivect costz., It iz not eptiTely
clear, howewver, which iz the wore dominant of the twe —- the stream

aof bepafits or the =iream o

sugreats that

i= taken iTnto accoowmt.

In the Fhilippines, what seems to emerge from time allocation
derable ammmts of time and
energy on the part of the mother and other siblings, in addition to

direct financial outlave which also Ffigure prominentiy. But thess

costs appear to be compensated for by economic and non-econcimic benefits.

Moreover, the time costs of o are moderated tTo the sxtent Ehat

van lack of marketahle

nother's time has a low ‘opportumity cost),
gkiils or shear ahzenca of snpicoyment opportunities. HNe'artheless,

-

t iz at the expapse of ipvestment in heman capitat (In ter=s o

fdn
Hh

education and kealth) that economiec bhenefits From child Iabor are

forthooming. Since neither unemployment of the mother nor child labor

iz zomething desirabls, it would seem that ecopsmic beneflits Irom

children are in fact cogtly,

The mentzl and phrsical development of the child tends to be

impaired due to deficient health, nutrition and education inputs

inasmich as fanily resources and parental care have to be spread so
thinly among the many competing demands of the

not only iz the mother's health prejudiced on account of freguent

o
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harkward perions, At seems that temant Tarmers and Fzre laborers,

aspenially those enpsged in rice and corn and ceconut farming, are
4 1A L]

Fhe ones whe need the most attention. Gaven the extrems poverty of

propram would seem to TEQUITe

theze groups, Tthe family

compiementary development inputs, such as health, nutrition and

adueation. Im the firat place, these Seyvioces ars already sorely

them is probably & matter of moral obligation

needed and
For the state. In the second place, the family planning program

would mest 1ikely be more effective if it is combined with the

other inputs that help create the demand for family plamning services.

Az pegards the comparatively better-off regions and social

- - - e T = - e
prouns, & less expensive sirategy may ices that iz, the Family

olanning prograe may require less of the comolementary development

LA -

e Becanse the demand for family planming services is

[ 1]

¢ither already there o requires less =1 mulation. Heonoe, an
assentially supply-side approach may be erpected to fwther push the
incipient decline in fertility. There is good reazon To believe that
a2 demapd-cum—supply strategy for the wary poor and a supply approach
for the velatively less poor may g0 & 1ong wWay toward the deceleration

ef populs&tion growth apd al leviation of poverty fn the couUntry.

Sarad
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Tncidence of Poverty by Size of Family, 15717

IT—2¢

Table 2.
Number of Fersons in Family
] 2 3 & 5 ﬁ
Foral Poverty Line P 453.B Per Copits
Urban Poverty Line ¥ 605.0 Per Capita
Bural T:3 15.56 23.B 0.6 50:.2 4%.9
{6567 [50L.39% (12281} {197 .30} (264.92) (252X
F3 323 516 b5 65% SAN
Urban T.B Bk i 12.5 19.8 20.0
£2.507 {9.83) (25.51) {17.0) (53.46) (79.73
3z 117 771 296 270 75
Total AT .9% 3.7 0.1 24 .8 34.3 0.5
{9.06) {60.22) (148,223 (236.3) {I18.38) (345,97
115 £3% 137 0&5 29 B5%
Numher of Persons in Family
L g 9 10 or mors= All families
Rural 51 .1 5h .2 9.9 62.2 51 .2
(259.5%] (283.B1) [(146,76) (F27.03) {3825+¢}
505 505 745 165 G438
Prban W0 o L . 0.2 24 .5
{67.8) (6T .12) (36.81) (87 .35) [aEG.B)
it 194 107 174 1913
Tatal o5 50.2 {52.0) 8.3 36.1
(377,33 (350.93) {183.51) {314.38) (2292.2}
735 L 353 539 64T

e

{a In esch cell the Fiver figure shows the
shesls shows the nuaber of poor families [in
the total number of families {in thousands).

in paren
third figure

World Bank (I
Survey, L971.

Sourcas

(X} incidence of poverty, the zec
thousanda), and the

9f0) Table I.4, from KCSO, Family Income and Fxpenditure
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Table 2. Incidence of Poverty by Size of Family, 1375

e e nw

Mumber of Persona in Family

— ——

! 7 3 4 3 & z

— - =

Fural Poverty Line P 827.4 Par Capita

trhan Powerty Line B 1,103.2 Per Capita

Fural LT 156 6.0 g3 G0.% L B0l
(7 .84) {43.37) (158,203 (237.40) (283.3%) (380.46) (331.7%)

67 7B 553 654 B9R 688 55

Urbhan b 2 | 15 0.4 0.6 ar.s il B 51.7
{1.78) (13.96)  (48.35) (99.45)  (123.37) {129.35)  (120.48)

15 133 237 325 230 233 191

Toral 5.4 13.9 5.9 3G .4 19.6 E2.1 o A
{9.62) {57.33} {19%6.55) {336.85) {406.76) (509.8) (252,213

102 4§13 790 979 " 1,027 579 L

Y¥usher of Personms in Family

; All

B 9 1% 11 1% or more familion

Hl\.‘rﬂ-i 'E'j-al ﬁﬁ-l ﬁ"‘q-? Elal? 55-5‘ '&?rj‘
(300.2Y  (229.95) (142.14) (82.25) {76.64)  (2,267.8)

475 b 218 118 k17 & F64

Drkan 54 61 .2 62.7 k.l &1.0 &2
105,58 (7P 20) (53923 f34.61) (34 .158) (RGZ.TF

191 123 B8 4 36 7,090

Total B3 8 £5.7 4.5 67 .9 64 .0 45.3
(405,523 £306.3) 1% .06) £116.867 {110.8) (3,104.%)

fih] &70 4 172 173 &, RO

Source: World Bank (1980} Table I.6, frosm WCSO, Family Income snd Expenditure
SOTTeY, 1975,
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Table §. In—Migration, Cut-Migration and Hel Minration Rates, 1970=7Fh
{per thousand)

In=-Migration out-Higration : Het Migraticn

Fegion Rate Fank Rate Rank Rate Fa

I. Tlocos 1232 2 29.1 2 =15.9 1
II. Cagayan Valley 13.3 B 15.6 12 -2.3
IIT. Central Luzon 21 .8 4 15.9 1l =
IV, Metro Manila S 3 22,3 4 g7
IV-A. Southern Tagalog 64.5 1 50,5 1 14.0

W Bicol 11.5 P L 21.8 T -10.3 I
Yi. Western Visayas 10.3 11 14.4 o -4.1

VIT. Central Visayas LS. & 280 3 -12.1 X
VIII. Eastern Visayas 17.9 5 19,9 2 -2,0

1=, Western Mindanao 9.2 12 209 ‘B =11.7 1
K. Rorthern Mindanao 34.0 3 130 1o 50
K. Southern Mindanac 35.5 2 2.9 {3 12.6
XII. Central Mindanac 14.6 7, 3.9 5 -

Source: MOS0, Census, Place—of-Pezidence data, 1975 (unpublished) .




Tabkle 5 Fopolation Density and Farm Denzity by Beglion

Popuilation Dens 'L".“.'}rn Farm Donsi '!-_:.l'a:|
1548 1560 1570 1875 1960 1971
I. Tlocos 4.1 1125 138.6 151.6 3,07 3.57
II. <CTagayam Valley i e ¥3.0 d46.5 53,1 1.65 .06
I11. Ceatral Luzon 101.7 140,.8 203,77 239.2 1.9% 2.15
I¥. Metro Manila® 851.9 1,334.2 2,146.9 2,690.9 2.48 2,84
IV-A Southerr Tagalog 43.4 63,7 91 .0 103.2 1.44 1.66
V. Bicol 945 134.0 168,3 181.1 1.44 1.70
VI. Western Visayas  125.1  152.2 178.9  205.0 158 1.86
VII. Central Visayas 141.8 168.7 202.8 226.5 2.89 2,82
VIIT. Eastern Visayas 823 95,2 111.1 121.3 1.68 1.88
IX. Western Mindanac 40 .8 72.3 100.0 109.6 137 1.68
¥. Northern Mindanas 32,5 45,8 BE.9 81.7 1.35 1.60
XI. Sowvthern Mindanap 18,2 42.7 63.4 ° BS5.6 1.31 1.45
EIT. Central Mindanas 29,2 59,4 B3.3 Ba. 9 .16 i.85
FPEILIFTPINES 54,1 90.3 122.3 1402

a i

Persons per sgiare kilometer,
Farm population per hectare of farm land,
& ; * R - g
Includes Rizal -for population density.

ses:  Cengnus of Population, warious vears, for popalation density; Census of
of Bgriculture, 1960 and 1971 Ffor farm density.

Pr——y O TSN S p———
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Table 3. In-Migration, Out—-Migration and Net Migration Rates, 1270=15
iper thousand)

In=Migraticn Cat-Migration 3 Het Migration
Region Rate ~ mamk  Rate Rank Rate
s 5o Ilocos 12.2 9 29.1 ) =16.9
I1X. Cagayan Valley 13.3 2 15.6 12 2.3
I11. Central Luzon 21.8 4 15.9 11 5.9
T Metro Manils 2.0 3 25.3 4 g.7
IV=h. southern Tagalog &64.5 : 50.5 & 153.0
V. Bicol ol 10 21.8 T -10.3
VE. Wesftern Vizayas 1.3 13 id.4 13.{f |
YII. Central Visayas  15.9 & 28.0 3 -12.1
WELL. Bastern Visaves 7.9 5 199 B =2 .0
TH. Wastern Mindanao .2 12 ZEE=D £ g —-11.7
. Morthern Mindanao 34.0 3 19.0 10 15.0
xI. Southern Mindanac 35.5 7 225 3] 126
¥IT. Central Mindanao 14.6 7 23.9 B T =3.3

Source: WCSD, Census, Place-of-Pesidence data, 1975 (unpublished) .
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Table = Fopulation Density and Farm Dengzity by Region

. Population HﬂusLtyJ Farm Densityb
1348 196D 1970 1975 1960 1931
I. Ilscos Q4.1 LEI.S 138.6 15i.6 .01 3.57
II. Cegayan ¥alley 21.3 336 6.5 E3.1 L.65 2.06
' ITI. Central Luzon 16i.7  140.B 203.7  239.2 1.95 2.15
I¥. Metro Manila- 851.% 1,334.2 2,146.9 2.690.9 2,48 z.84
IV=A. Southern Tagalog 43.4 3.7 a1.0 03,2 1.44 1.66
Y. Biool 4.5 1350 1s8.3 181.1 1.44 1.70
VI. Western Visavas 1251 £ s P 178 % 205.0 1.56 1.B5
Vil. Central Visavas la41. .8 1a8.7 202.8 2265 2,89 2. 82
VIIT. Eastern Vizayas B82.3 2 . 111.1 1213 1.68 1.58
IX. Western Mindanao 4.8 7203 100 109.6 127 1,68
X. Northern Mindanao 2.5 45 .8 EE. 9 BL.7 1.25 160
il. Southern Mindanao 18,2 437 B0 4 toah5.ue 1.3 L.45
EIT. Central Mindanao 5" J s 59.4 B33 83.9 1.16 L. 85

FHILIFPPINES 4.1 G0.3 122.3 1402

]

“Persons per square kilometer.
b :

Fark population per hectare of farm land,
o ! = : : = 3
Includes Rizal for population density.

: oes:  Cepsus of Population, varicos yearsz, for population densityy Census of
of hgriculture, I9G0 and 1971 for Farm density.
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Table £. Total Fertility Bate by Region, 1960=-75

EQER—62 1963-67 1968-T2 1973=17 1260-T5
{percent de

I. Ilocos 6. 36 5.84 .48 4 .90 —23.0
II. Cagayan Valley T.10 7.78 B.56 5.4l -23.8
ITE. Central Luzon 6 .40 G.24 b B d.47 =32
I¥. Hational Capital
Eegicn 5.07 4. 30 3.98 3.11 =38.6
Iv=A Southern Tagalog 6.38 6 .49 L.T4 4.79 -24.9
Y. Bicol =2 6,98 B.22 603 =13.1
Vi. Western Visayas 6.3 .82 5.80 5.0 -0 2
VII. Central Visavas f.0l 5.2 S5.63 4.70 =21.8
VIII. Eastern Vizayas o BT T.40 7.68 5.81 =15.4
IX. Western Mindanazo 7.9 6.93 6. 68 L Bl =35.8
¥. HMorthern Mindanac oy £5r T.68 T.40 L.T6 =-21.7
¥L. Southern Mindanao Tl T34 604 5.d4 —2E.0
FHILIFFINES 6.4k 6.30 o .20 -1G_5

*5.10 is the mean of 4,%% for Western Mindanao and 5,22 for Central
Mindanac. These twe regions were previcusly combined as Western Mindanag.

Sooroe: o Gurman, UPPISPREFF 1977 (p. 65) for 1960-70 ficures, and FFFS for
1973-7T figures. -
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TT=3
Tahle ¥. Powerty Incidence by Hegion and Fural Mirban Arca, 19?Ea

Ee

man

Region I Region 1T Reglon IIT  Reglon B7 Reglon IV-A . Reglom 7 Repiog
e CagA pAT Contral Hetvopolitan Sguthern FrenLa

Manila Tagalog Bicol Vigaya

Flocos Fnlley _Luzan

Boral Foverfy Line B BFT Fer Caplts
Orhan Poverty Liane P 1,103 Fer Capita

Fural f .6 64,9 6.9 {0 4T.0 Sh. k& 49 .8
(173.0) {131.2}) {LIR. T} {03 {301 .0) (2625 (255.4%

Lrhan L. 50.5 13.5 3.9 A3.1 50,4 L34
[(52.1) {1527 {hI.TY {23%.A8} £1o¥.3) fRA.9) (7043

Tetral 8.5 45 .5 .9 .9 4%.9 b 480
{215.1) (150 &) {191.4) (237 .8) {(408.3) {IA6.4) (3250}

Reglon ¥II Eegion ¥1i1 Feglon IX Feglon X Beglon XI Region X1T

Cantral = Eastern WeRLETD Horthern  Sguthern  entzal 411 Reglons
Vizsysa VisAyaw Mindapao  Mindaoso Mindanao Mindaoao
Bural 62.6 55.0 Af 0 15:3 41 .2 8.4 7.5
(274583 {I0Z.8) {125:%) (228:1) {130.6) (71.0) {'I,EE‘!.E}
Frhan v 5.1 85,4 61.1 82.6 - £9.9 40.2
{B1.8) [55.9) {18.63 (40.9) (49.2) {23.4) [ALZ.1)
Teal 5ik . 9 SE.N0 4.5 T2.80 ki.% ¥M.? 55,3
{35, 4] [3hT .7} BT {269.2% (179.8% (95475 (3 10&.9)

fa In-sach coll, the Flrat Eigure shows the (I} incidence of poveriy and the secend i parenths
ghows the mmber of poor families (in thounands ) .

Soures: World Bank (1950) Table 1.2, from HCSQ, Family Incoms and Expenditure Surveiy

2 1570,
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Table 4, Infant Mortality, Po ccemntage of Pre-Schoolers Affected By Socond
and ‘Third Degres Malnutrition, and Life Expectancy

Infant Mortalitsy Fercent Malpourished Life
Beas par 000 Lifs Births Frogchoglers? Expectancy
4t B e Sea — e
R A 1S4y [1976) (197F)

Philippines 60,6 30,6 60.0

—— — ——

LuEnn 0.9 .5 Gk
To  Tlooes a2 L4 05 ¢ < B

IT. Cagayan Valley 72,6 29,2 56.7
IIX. Cencral Luzon 51.1 32,5 Bl.6
IV¥. HMetropolitan Manila 63.0 31.3 B4 .1
FV=A. Southern Tagalog S35 286 &l.0
V. Bienl 58,7 a7 605

The Visayas 1.9 33 .6 8.9

VI. Western Visavas i o 18.8 2.3
VII. Central Visayas Ed.h 27,0 SH_#

VIII. FEastern Tizavas TE.3 34.5 SE.6
Mindanao 5 ' i B T &2 .0
IX. Western Mindanao 50,7 2503 6.5

X. Mortharm Mindanac 2.1 8.4 cg.2

KI. Souothern Mindanas g3 24 B 62,1

X¥II. Central Mindanao 8.0 27.7 Gil. B

il 5 - £ ) .
'P-'E’J:‘!-::J:a.._fri's.r and #everely malpourished in selected depreooed arean.

SO e World Bank (1980} Pables 2.3 and 3.4, from Fational Eeonomic and
e lommant Antharity, RBegional !1¢_~_r.-_u}.;:.:!;.,...;nt Infomation, 1975,
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Table 15, Poverty Incidence by Bducation of Household Head, 1971
(Poverty Lino: Poiy per Capital

e

Elementary school # High school
Grades Grades Grades lst ind 3rd 4th
I ko TEE 1¥ and ¥ Y1 and VII year year yedr  YeAr:

=

Philippines 5247 51-3 4.1 35.4 29.6 26.0 }6.8
y {570.5}) (675.4) {518.7) (69.1) (79.5) (4L.0} (93.7)

1,083 1,316 1,231 1585 269 158 E57

Urban 315.7 31.8 25.9 24.2 15.2 1&.4 9.3
{55.3) {69.3) (B&.7) (i7.2) (21.7) (10.1) (29.9)

155 . 218 342 71 13 o T 320

Rural 55.5 55.2 &8.3 52.6 .. 36.8 342 17.0
(514.9) (505.6) (429.3) £52.2) (57.4) (30.1) (64.3)

. 98 1,098 a9 i E 136 BE 238

ik

Bo grade ALl edu-

College coppleted cational

15t Ind 3rd  &th fth 6th year or cELa=
YEaT VesT year fyear year or higher reported porien

Philippines 0.1 8.9 F 2.6 3.8 1.3 47.9 |, 7
(11.9) (14.7) (3.4 (9.5) (L.5) (0.8} (367.3) (2,456.0)

59 16% 73 367 51 &5 . 767 6,157
Urhan 18.0 : P 3.3 1.9 15 8.5 33.0 17.8
(6.3) (3.8} (1.7) (4.8) (0.4) (0.1) (28.4) (116.3)

35 115 51 759 28 51 86 1,913

Rural 6.1 «22.5 7.3 8.1 5.0 - 49.8 &7.
(6.3% (11.3) (1.6} (4.7) (0.6) (0.5 (339.2) (2,119.2)

24 50 22 109 13 14 R 1 4,43

g S B

{a In each cell, the first figure shows the (1} iacldence of poverty, the
secand in parentheses shows the mumber of poor families (in thousands}, and
the rhird shows the total nmumber of families (in thouaand=s}.

Saurce: Worid Bamk (1980) Table 2.6, from HCSO, Pamily Income and Expenditura Sury
1571,
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Part IIT
FERTILITY AND THE EOOROMICE OF COVERMMENT INTERVENTION
by

Vicente B_ Pagueo®

The discussions in Porte I and IT1 stron 1y sogdest that a
“spontanecus” reduction in fertility is likely t& facilitate the
attairmant of a nueher of gQovernsont objectives and, hence, should
be welcomed by development planners and policymakers. Such a

broposition, however, iz not sufficient for government to intervena

and adopt active fertility meduction measures.

Suppose, for axample, that fertility decisions of parents have
no externalities, i.e., all their congequences, both beneficial and
detrimental, are confined within the bBouwndaries of the famé Ty
Suppose further that parents have all the informationirelevant
to fertility decisions, that there are no market failures an
imperfections, and that the existing income distribution is regarded ag
fair. Under this situation, the proposition that free individoal

decisions can add up to a =ocial optimum can reasonably be argued.
1% o

Henoe, & reasonable policy to adopt is bto allow parents to freely

decide and do what they think thoir level of

fertility. In this case, the government must acoept the results of

#
hssociate Professsr, School of Ecopomlics, Unive rsity of
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