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ABSTRACT

This paper analyzes and estimates the effects of income, fzjlucntion,
unemployment level, fertility, location of residence and migration

on the wife's probability of being employed. The study examines the
research problem in relation to a neoclassical model of the "new

home economics" variety as well as to the idea that among poor families
wife's labor supply is governed primarily by the need to attain or

maintain a subsistence standard of living.

-

Using logit analysis, the authors confirm earlier findings that below
some threshold education the effect of additional schooling is nega-
tive, while above it the marginal effect is positive. [It is also
observed that below some critical level of family income (FY*) the
coefficients of regional unemployment rate and duration of marriage
are positive and the coefficient of urban location, net of the
generally negative effect of migration status, is negative. In
contrast, beyond FY*, the effects of these variables are insignificant
except for urban location. An explanat ion suggested for these results
is that in making lator supply decisions the constraint of keeping
incame from falling below subsistence is operative among households
with husband's income less than FY# but not among those with higher

incomes.



AN ANALYSIS OF WIFE'S L« AROR. FORCE PARTICIPATTON

TN THE PHILIPPINES AND THE THRESHOLD

bv
Vicente Paqueo and Edna Angeles

Why is it that some wives are employed, while others are not? How do
factors associated with development influence wife's participation in

the labor force?

This paper is a study of labeor force participation of married women in
the Philippines. In particular, it analyzes and estimates the effects
of income, education, unemployment jevel, fertility, location of resi-
dence and miggation on the wife's probability of being eup’loyed.i/ [t
is hoped that this study is of social interest in the light .of current
demands for a re-examination and change of women's roles and Status as
well as the expressed desire to promote greater female participation

3/
in the process of development .—

1/ The authors are assistant professor and gradu ste student of the School
of .Economics, University of the ‘z‘z','j‘Li_p" pecti We wi
acknowledge (‘AI S* financial suf »po‘ﬁt For this research, which 1S
a larger comparatiw— ~‘nxdy of the labor 1 part ation 1
married women in selected A: ASEAN countr ies, We are
Felice Llamas for computer progranmmir
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The term "employed" includes persons who are workl
or without pay on the farm or business enterpr
of the same household related by blood, marriage C
the National Census and Statistics Office defl inition
work.

3/ The concern for women's roles and status ker and
Bramsen (1976) :r the World Population ctior , .
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The present study examines the problem largely from the standpoint of
the household labor supply decision. It considers the issue in rela-
tion to a neoclassical model, which views time allocation behavior of
wives as a result of a decision process in which the household maxi-
mizes utility, as well as to the idea that among poor families wife's
labor supply is governed primarily by the need to attain or maintain

a subsistence standard of living.

The next section of this paper briefly reviews the economic theory of
labor supply and discusses several hypotheses regarding the influence
of the variables under consideration. Section 2 presents logit equa-
tions estimited fram the 1373 National Demographic Survey data to test
these hypotheses. Finally, some implications are drawn in the last
section on the basis of which we speculate on the probable relationship

between development and female labor force participation rate.

The Eypotheses

Before the sixties, economists generally analyzed labor supply behavior
in terms of an individual attempting to allocate his available time

between leisure and market work in a way that would maximize his

the World Bank has emphasized the view that "if progress is to be
made in reducing poverty, if the needs of the poor are to be ade-
quately addressed and met, development pPrograms must be designed
+o reach wamen as well as men . . . thus, to ensure that SO large
%roportion of the world's human resources is not underutilized"
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wanan's time allocation decisions, namely, household production. An

increase in the female wage rate raises the opportunity cost not only

of leisure but also of nousehold work, thereby ir ducing her to substi-

tute market goods for hame production. For this reason, one would

expect the price ~ffect of an increase in own wage rate to be larger

among married women than men. studies by

that indeed, unlike men, wives
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Consequently, her productivity at home is also increased. \ﬁThis would
have the effect of shifting D1 to D7 and increasing the entry wage

from Plf to PQ*.erf the increase in the market wage associated with
more education is less than the increase in the demand for her nonmarket
time, then, the wife would tend to quit the labor force inasmuch as
her entry wage may become greater than her market wage"j(e. g.s Po¥ > Wp).
Hence, the effect of education as Gronau has noted cannot be predicted
a priori by the model inasmuch as it also raises her entry wage. Inter-
preting his empirical results, however, he concludes that'ﬁs expected,
education  has a positive effect on labor force participaéion; 1ts
effect on market productivity and the asking §gge exceeds its effect on

nonmarket productivity and the housewife's price of time" (p. 473).

]j"he case for LDC households may be different. Encarnacion (1975) has
pointed out that, below same threshold education (approximately,
elementary grade),thé effect of more schooling is 1o raise significantly
the fertility of women due perhaps to better health and prenatal care. |
(In the U.S. wife's education is generally believed to have a negative
influence.) Consequently, the normarket productivity effect of educa-
tion below elementary lgr*ade might tend tc be much larger. The negative
correlation between labor force participaticn and education below
elementary grade may, therefore, be interpreted to mean that the effect
of education on the value of her nonmarket time exceeds its effect on

her market wage. At much higher 1evels of education, however, the pro-

bability of being in the labor force may increase with more education.
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The reason is that, while its effect on earning potential continues
to be positive and, perhaps increasingly large, JAts marginal effect
on fertility has also been cbserved to become negative above elementary
grade, suggesting that, above some threshold level, education might no

longer have a/substantial positive effect on her entry wage.

E’I’he analysis above clearly shows that Cronau'e model is consistent with
the finding that the effect of education on wife's market work is nega-
tive below elementary grade and positive above it:\ The question, there-
fore, is, to what extent can this model be made to bear on the problem
of wiveé' labor force participation in an LDC like the Philippines? How
useful is-the subsistence hypothesis in analyzing the employment status

of married women in developing countries?

(In @ronau's model the effect of fertility, as earlier hinted at, is to
raise wife's entry wage and, hence, lower her probability of working

in the market. ] One way of testing this hypothesis is to include dura-
tion of marriage in a labor supply regression equation, This variable

is a predetermined factor that is highly correlated with fertility.

(The direct inclusion of number of births as an explanatory variable
would be inappropriate in that, in this model, labor su‘pply and fertility

are simultaneously detemﬁned.)l‘—g/ The expectation that duration of

10/

~ This point has been raised by a number of authors (e.g., Hall 1974;
Mclabe and Rosenzweig 1976). Although Gronau is aware of this issue,
. roretheless, treats children in his empirical study as an indepen-
dent variable on the ground that "taste for child services" and
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marr:ia.ge is negatively correlated with wife's employment is reinforced
by other considerations. D\side from the fact that, an earlier age at
marriage (hence, longer duration of marriage) allows her to produce
more children, it might also indicate a greater preference for home
commodities like "child ser'vices.r'] Conversely, earlier marriages may
be highly correlated with lower labor market commitment, less market-
oriented human capital and, hence, lower potential wage.-l-l-/ Furthermore,
as Gronau has noted, "years married" may be used as a proxy variable
for "hame experience" to capture the effect of on-the-job training on
the wife's value of time. E)imation of marriage, however, is lJ_.kel}/r to
be positiyely/gogelated with the number of young c}dldreﬁgk&\ifmg\;e in-
hibiting effect of\ fertility is largely due to the presenée of young
children, who are likely to be mother' s~time-intensive, and not to the
number of older children, then, we can expect that more recently married

women, ceteris paribus, are likely to put a high value on their nonmarket

time. Hence, duration of marriage has effects on wife's labor supply
that work in opposite directions. The net effect, of course, will depend

on the relative strengths of these conflicting forces.

[\fﬁe subsistence hypothesis suggests that the correlation between length

of marriage and wife's employment is positive for families with subsis-

"nousehold production functions" differ and, hence, consumption of
"ehild services" may vary among couples with seemingly identical
characteristics like education, age and incame.

11/

~An excellent discussion of the effect of marriage and fertility on
job continuity, human capital accumilation and market wage can be
found in Mincer and Polacheck (1974).

J———_
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tence income on the ground that additional children associated with
longer marriage raises the subsistence needs of the familyﬂand ,hence,
pressures the wife to do more market work to increase family income r]
Purthermore, to the extent that, as discussed above, early marriages

may be associated with lower aocmm(;ation of human capital, the wife
will have to work more because of a probably lower earning capacity.

Her tendency to work more is, moreover, facilitated by the fact that

her children are older. Hence, on the basis of the subsistence hypo-
thesis,@e effect of duration of marriage is definitely expected to be
positive among wives whose husband's incame is less than subsistence

level ]

To have a good estimate of the effect of duration of marriage, we

must corgEoijpr wife's age due to the correlation between the two
variables and the fact that age is said to have effects independent

of length of marriage on wife's market and nonmarket productivities.
For' example, potential market wage tends to rise with age, at least
among women with formal education. On the other hand, the wife's entry
wage might be affected by age due to the so called "cohort effect" and

12/

"ife cycle consumption effect,"== Obviously, it is not possible to

predict a priori the effect of age on wife's labor force participation.

12/

~See Ghez and Becker (1972) for an analysis of life-cycle consumption
effects. For Gronau, the "cohort effect' means that older cohorts
have a greater demand for home commodities relative to market cammo-
dities.
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Tn discussione of labor supply behavior the level of unemployment is
considered to be an important factor. (ihere are two well-known hypo-
theses in this regard, the "additional worker" and the "discouraged
worker" effects:)[?n the additional worker lypothesis, it is argued
that, when unemployment rate prises, other member's of the family are
likely to get un- or under—enployed?\ Consequently, the wife may be
pressured 1o work in the labor market to maintain its living standard.
E%xthe other hand, according to the "discouraged worker" hypothesis, a
higher unemployment rate makes it more difficult and costly for wives
to find a jobf~§Hence, she may StoOp 1ooking for work activelyf) Obviously,
the netrimpact of rising unemployment rate depends on the relative
strengtie.Qf these two opposing forces, which would generally depend on
the family's financial condition and psychological predisposition.(iin
this regard, we conjecture that among households where husband's income
is below subsistence level, the nadditional worker effect" is likely to
be dominant”Qecause they strongly want to maintain a subsistence level
of income and they are 1ikely to perceive or experience a relatively
lower actual or expected family income as would be explained below. On

-

the other hand,\e@ong families with incomes above subsistehce,the
"discouraged worker effect" will be strongefi\ Tn the context of Gronau's
model, the effect of a high unemployment raté is to decrease the present
value of wife's expected potential earnings as search cost is high.

Therefore, it reduces her desire to 1look for work. At the same time,

however, her entry wage may £a1l as a result of a possible decline in

the value of her marginal product at home. There are several reasons
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