Looking now into the '‘experience of Leganes, Tables 3 and

4 show the analogous:viliés for'thé spedified indices. In

absolute- terms, Leganes has a lower productivity per hectare

than Pavia, However in terms of growth rates, Leganes appears

more adaptable to modernization, evidenced by a‘36<béﬁééﬁf

yearly growth rate in the proportion of farms with irrigation

for second crop.

TABLE 3

- INDICES OF PALAY AGRICULTURE
Leganes, Iloilo

Index 1961 1971

-Farms- reported - —- 413 - 484

Total production (in 44 kilograms) 42,094 79,122

| Area planted (in hectares). . . .. . 1,401 1,934
Lowland farms with irpigation

o ""(first crop) T it 384 BuL
Lowland ‘farms with irrigation

(5?¢°“d crop) 9 124

Number of sprayers used : 15 195
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. TABLE Y4

: AGRICULTURAL MODERNIZATION INDICES =i
Leganes, Iloilo

L LR R )

ik dhdex o 1irhe ! g it 3 1961 1971
Palay production” per farm

(uu kilos), L s ol b i 97 163
Palay production Per hectare i

(44 kilos) 29 41
Proportion of farms with :

irrigation (first cro rop

lowland), in percent . .. ., £ 93 92
Proportion of farms with

irrigation (second erop . . o e

i “Iowland), in percent o B 26

Ty

Beyond '1971, the resulting outédme of'tnéllééénéé modernl-
'zatlon sen51t1veness is clearly réfledted in 1ts annual rate of
Igrowth of palay output which was 12 percent as_compared with
‘Pav1a S 9 percent growth rate. Thus by tHese' accounts Leganes
'1s ‘relatively more modernized than Pavia 16 is. 1t remalns to be

shown by supplementary data and -by_the state of non-farm--

activities that Leganes' level of comparative agricultural

modernization implies similapr non-farm economic conditions.
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IV. COMPARATIVE NON-FARM ECONOMIC ACTIVITIES

Following the classification set out by Gibb, direct effect
industries are those which are induced directly by absolute income
growth; Thése include retailing of traditional goods and services,
non-traditional goods and services, personal and recreational
' services, jeepney operator, tricycle operator, light repair shops,

secondary education, housing components and furnitures, construction
materials, and construction manufacture and supplies. It is easy
enough to understand that as incomes rise, mérginal expenditures
for food fall and for non-food items rise. One can thus imagine

an emerging demand for transportation (instead of walking), home

, furnishings, tailored clothes, and various types of recreation

facilities.

Indirect effect industries cater primarily to investment
demand or the further processing of agricultural products,
agricultural input supplies, vehicle body building and service

stations.

Public-service effects are taken as the highest form of
effects resulting from agricultural modernization. These are
expressed in the form of the growth of (private) medical services,

utilities, and banking establishments. While some essential
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~rsgéial services.may be available.it is.ithe private demand for

- them that is -a'd¢ritical outgrowth'of modernization, In the case
of primary -education for example, as the ‘degree of ‘modernity rises
one-can presumably :forsee 'an increasing desire for private primary

- education where more specific attentiog is ‘provided children.

At thls descrlptlve level the llmlted ev1dence from the
establlshment survey 1nd1cates that the comparatlve non-farm
economlc condltlons of the Leganes and Pavia towns follow pPretty

P
{

much the 1mp11ed hypotheses spelled out in the prev1ous sections,
Drawn randomly w1th an‘aiﬁesf equal number of respondents = the
Adlstrlbutlon of the eetabllshments by the categorlzatlon advanced
by Gibb is found in Table 5. Note that while the absolute numbers
s O establishments-appear to ‘be the same; the reldative numbers
'indicate‘theib‘large ‘bulk in direct effect :industries:: But more

“than this Léganes displays a greater numbep of iindirect effect

industries as opposed to Pavia. Both have the same number of

public service effect industries.
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TABLE 5

“DISTRIBUTION OF SAMPLE ESTABLISHMENTS
BY. MODERNIZATION

Industry Leganes Pavia
‘ Category : 7 (Number) ~(Number)
Direct Effect as oo f. 57
" Indirect Effect =~ = 12 | 7
“Pubiic Services T 1
TOTAL | 68 _ 65

A‘Cidéef'iéék ;t fﬁ; diffe;éﬁfﬁinduéff§‘éatéééfi;é ;eveals
some interesting breakdown that supports the argument that com-
paratively speaking Payiq‘i; at a lower lgyel‘than Leganes. For
example, the number of esfabliShments in fhe retail trade in
Pavia is 30 compared to the 23 in Leganes. More recreation
facilities operate in . Pavia than in Leganes (1i.versus 9).

Yet ;t thé”héif'1év¢1,-h6re'fiéé mills (11) operate in pegaﬁes
as oppoégd to 5 in Pévia. More concrete evidepce must qf course
be offéréd in ordef.for one to fully appreciat?htbe Qiffepéntial
effeég.oﬁ the two tpqﬁs -- e.g. employment, value ad&éd,ﬁ This
type of more acch#te comparative analysis will be undertaken

separately.

llLllllllllIllllllIlllIlIIIIIIIIIIII!III=IllE!!!!IIIIIIIIIIIIIIIIIIIIIIIIIIliiiiiiii
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One can also hypothesi;e that savings rates are higher j
Leganes thanTan;a.,“Qn>the;presumptianthat:their mobilization

and use are reflected in éapitalization rates among emerging

,non-farm~establishments, one “can expect average capital of

establishments to differ. ' In 1976 the average capital of
In absolute amounts this was 73,176 compared with P2,154 in Pavi

(see Table 6), Quite apparent in the industry~effects, the

disparity in the indirect effects is widep than either of the

TABLE 6

AVERAGE CAPITAL OF BUSINESS: 1976
7 S e "(PesdE) - v i=iry
Industry . _ ; 1 e e
Category Leganes Pavia
Direct Effect 2,764 2,035
Indirect Effect 4,500 E _2,557
Public Services 10,Q007 .. 8,000
Average : 3{{76 - 2,15u_v“

I
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-,.Looking into the . specific profiles of the twp towns
provides another measure of the relative conditions in terms
of non-farm enterprises. In 1978, Leganes reported more

4eSfabii§ﬁments granted mayor's pefmi%;iﬂnthe‘range of industries

cla351f1ed as 1nd1rect effect 1ndustr1es than in Pav1a. For

-+ 1AV

example, for electr1c1ty; gae and water utlllty tYpe ‘of

establlshments, 61 were granted permlt as opposed to only 1

Y wyr BT

in Pav1a. In transportatlon communlcatlon and storage "the
number is 15 in Leganes as opposed to none in Pavia. ”éh”fhe
other hand there was more prollferatlon of dlrect income

eeffect;estab;ishments in PayiaapeLativeuto Leganeeﬁthough

.. perhaps quite insignificant -=.117 compared "i?p<%8§t~bgﬁﬁ

.cannot however discern particular patterns .from the towns.

.profiles because of different definitions used and varying

classificatory schemes, Nevertheless this additional comparative

nu.information-doee.npt_contpadiqt the earlieq:natioqsvadyanced.

An added element that may feed non-farm economlc growth

P )0 1 3 Pe .

Aaelde from agrlcultural modernlzatlon 1s the role of 1nter-
mun1c1pal trade. The theoretlcal and practlcal appeal of

v1ew1ng non-farm growth along an 1nternatlonal ‘trade ‘Framework

vvhas been sketched elsewhere.ls” leen two areas whlch are

81multaneously exper1enc1ng non—farm economic act1v1t1es an
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‘argument can be made that the one more opén will‘Yikely gain

" midre '.(":'

V_Comparing Leganes and Pavia, 1t appears that Leganes
establzshments experlenced more goods sold outs1de of town than
Pavxa, even though both are qu1te access1ble from the city and
nelghborlng munlclpalltles. It appears moreover that a

“'concentratlon of sales on '110110 City is more sen31t1ve to
:hlgher multlpllers than elsewhere 31nce dlsposahle 1ncomes

and 1mport” ropensules are hlgher m the c:.ty
p i

In 1976, some '22:1 percént of ‘the goods sold by ‘sample
eéstablishments in ‘Legdnes were made-té"Iloilo City outlets and
customers. During-thé same period onky-9:2 percent of ‘goods
s61d 'in Pavia“went-to Iloilo City:." Two contradictory points
are apparent’ here.  On-the' on& hand: the relatively large
‘Leganes trade transactions may be associated-with specialized

~ goods for whlch the town may have a comparatlve advantage on
and not necessarlly emerglng from agrlcultural modernlzatlon
On the other hand trade may have grown from an 1n1t1al 1nternal
’demand generated by modernlzatlon “ la Llnder 19 Slnce the
1nvest1gatlon covers non- farm act1v1t1es normally assoc1ated
Wlth growth in 1ncomes one can presume that thelr emergency in

Iloilo was a response to the City's modernlzatlon stage whlch

at later points registered as desire for more superior products
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unlikely to come from Leganes. Barring specialized types of
goods therefore, the internal-demand spillover into trade is

an appeaiing explanation of the high trade movements in Leganes.

V. CONCLUSIONS

This paper traced some patterns of non-farm economic
activities in two towns of Iloilo. The two were differentiated
in terms of their degrees of agricultural modernization. With-
in this broad framework the resulting structure of the non-farm
economg\that emerges was described. Data were later applied
to the specific notions about relative structure of non-farm

activities.

At least three general conclusions can be advanced

from this description:

1. There is some association between agricultural
modernization and non-farm economic activities. This is more
concretely apparent by ccmparing two towns which are discernible
to have differentiz) degnrees of mndernization via specific
agricultural indicators. In a comparative sense one can have

an idea about relative association with patterns of non-famm

industries.
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2. The degree of non-farm activities (and growth) is
associated with a town's relative modernization state. It is
found that as modernity spreads, the non-farm establishments
pattern shifts toward those catering to the indirect income
effects -- agricultural processing and public services, even
if to some extent direct income effect activities continue

with their pace.

3. Both modernization and non-farm patterns are somehow
conditioned or results from trade relations. But because of
the~nature of the establishment pattern it is argued that

trade patterns are a consequence of non-farm economic growth.

The policy insights and development directions that can
be extracted from the paper need a cleaver empirical under-
pinning than that presented here. But if only to highlight

further work to pursue, it would be useful to raise them.

The comparative experience in Iloilo and the limited
evidence of similar experiences argue that in general one can
expect with agricultural modernization an emergence of non-
farm economic activities spurred by rising incomes. This
pattern is to be expected even where the form of agricultural

modernization is narrow i.e., purely productivity increases.

A government drive aimed at (agricultural) production and
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WY T A

productivity increases will still lead to non-farm activities
whicp,affect'employmént,=savings, trade, and overall develop-
ment without necessarily requiring a concommitant drive for

such.

With these experiences one can also anticipate the
relative structure of the non-farm economy over time and under
‘different comparative agricultural circumstances. For example,

one can anticipate that industries and services responding to

“iiearly demands for inferior products would emerge at early

stages.  During a later development new forms emerge along

the structure explained above.

It is possible to suggest that in order to smoothen
adjustments along a particular structure following agricultural
modernization, policy can be geared to achieve a quicker
response. Various forms of training programs can be aimed
at supporting these adjustments such as skills for serwvices
(tailoring, drescmaking, food preparation, repair) at early
stages. Financial support (loans, incentives) and other
forms of skills (engineering, feasibility studies) may be

promoted at later ctages within an emerging pattern of agricultural

processing. Quite clearly a range of specific policy options
are identifiable. %/ﬁm . 8000/

UNIVERSITY OF THE PHTLTR INES

$CHOOL OF ECO.0MICS LIBRARY

QUEZON CITY
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‘A final observifion is suggestive from the paper. The
scattered evidence points out that the various forms of non-
“farm outgrowth at their beginning (diréct incomé effect) stages
did not largely benefit from institutional sources of capital.
Ba;hgr.capiﬁgl resources were intgrnally generated or mobilized
from savings. This means that scarce development resources can
best be placed for the indirect and public service effect
iqdustries2o that modgpnization spawns for various reasons,
and the initial burst is a self-generating event. This study
gges not diregtLy_g%yg this lgad. But indeed more comparative

studies of this nature are necessary so that important policy

options are given a more concrete basis.
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0A series of A. Gibb's papers has contributed significantly
to our understanding of non-farm activities. These include "A Note:
Defining the Non-farm Employment Question," Discussion Paper No.

71-14, UP Institute of Economic Development and Research (August
1971), "Report on On-going Research: Some Evidence on the Impact

of Agricultural Modernization on Non-Agricultural Incomes in
Agricultural Market Centers," Discussion Paper No. 72-4, UP IEDR
(April 1972), "Some Evidence on Agricultally-Based Cities,"
Discussion Paper No. 72-14, UP IEDR (June 1972), and "Preliminary
Data on Non-Farm Employment Changes in an Agricultural Sub-Region,"
Discussion Paper No. 72-19, UP IEDR (June 1972).

11In Gibb's work this assumption is never fully elucidated

nor quantitatively documented. While this is not the real purpose
of his work, this apparent lacunae puts difficulties in associating
non-farm growth with modernization.

1 " Sk
21b1d., "Preliminary Data....."

-

13The papers pertaining to this survey are as follows:
F.A. Alburo, op. cit., F. David, "Inter-Municipality Patterns of
Trade and Economic Activities: Survey Design," Research Memorandum
No. 16 (September 1977), UPCI, E. Masa, "Inter-Municipality Patterns
of Trade and Economic Activities: Procedure," Research Memorandum
No. 5 (August 1977), UPCI, I. Siason, "Inter-Municipality Patterns
of Trade and Economic Activities: Variables to Study," Research
Memorandum No. 4 (August 1977), UPCI. '

1uMost of the quantitative descriptions of the two towns
are derived from the Iloilo Socio-Economic Profile (Iloilo:
Provincial Development Staff, 1976).

5 ¢ ; -
" But there are studies which document the adoption rates

of HYV!'s e.g. I. Palmer, "The New Rice in the Philippines,"
Studies on the Green Revolution No. 10 (Geneva, United Nations
Research Institute for Social Development, 1975).

1

6In terms of the 1974-75 cropping season, Leganes has an
average palay yield of 99 cavans per hec.are while Pavia averages
83 cavans per hectare. These figures are increases from their
1970-71 yields of 60 and 57 cavans per hectare, respectively.
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