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1. ;- INTRODUCTION ::-:
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Labor absorptlon in the Phlllpblnea durlng the perlod 1950'

to the present is a case sLudy in the effects of an 1ndustr1allzatlon

S e

attempt through 1mport substltutlon, later coupled w3th export

i

promotlon using capltal-sub81dlzlng 1nutruments 1n a capltal-scarce
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labor-abundant economy. Phe government-prov1ded 1ncent1ve system
appears rational when viewed in terms of the relative factor
proportion in the economy. It is apparent that the industrial;zae

tion objective was conceptualized in terms of the growth of

v productlon.\‘Labor“emplcyment was considered &’ dlmen31on, but not

' ©the'main focus, '6f thé ‘ihdustrializatisn effort, - The économid
-plans “of ‘the governmwent ‘did mnot ihcludefany'employment”tarééf”bht
‘rather expriessed “the employment generation fortheéming From an -

-investment target as an-additional benéfit. Though ‘the objedtive
of .industrialization seerhs to be interpréted as the increase in
'materialﬁwelfareéoffa:SOCiety5'plannérs have been aware’that

- -during the :periddof attempting the material benefits are-ekﬁééted
to trickle down to the low' income class ‘which donstitutes the

< majority.  The time.difension of the “tricKting-ddwn proceds is not
::specifiad, . In‘an“ecoﬁOmyfcharacterized-%yfhneﬁuél distribution of
wealth and*few~goveﬂnméhtlprbvided meiéére“eerViCec,:e'major
segment of the populatlon has only the sale of thelr labor services

RN g, S . ¢ - ‘
as source of 1ncome. Employment therefore, acqulres an urgency
whlch is unfortunateiy not glven.the approprlate prloglty con51der-
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atlon bj the government.
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This paper attempts to review the labor absorption in the

Philippines since the 1950's. It explalns the employment
‘generatlon among the industrles in terms of the relative factor
prlce dlstortlon created by the pollcy 1nstrumeots adopted by the
goternment in pursulng the 1ndustr1a11zatlon objectlve, the state
J:of technologlcal borrowxng and attempts by government and labor

v groups to protect labor s 1nterest.

DATA

Employment data.from labor force surveys have been generated
by the National Census and Statistics Office (formerly, Bureau of
Censug and Statistics.Survey of Households or BCSSH). starting in
13956. These surveys were conducted. bi-annually in the months of

~May and October (with the. exception :of years 195841960, 1362 and
1964) until 1968. A May survey was undertakern :in 1969 but none in
1970 .when the Census of Population and Housing was conducted. In
1971, it was resumed on a quarterly basis, namely, in the months of
February, (the first quarter survey in 1971 was undertaken in

. .March), May, August and November. The sample design used in these
surveys was 'changed in 1965, then, again in 1971. ' Therefore, the

trend in the series should be interpreted with caution.

The BCSSH employment data from 1956 to 1968 are averages
of the May and October flgures whlle those of 1971 to 1973 are
quarterly averages. For the years when only one or no labor force
survey was undertaken, the average of the precedlng and the follow1ng

year when surveys were undertaken is used instead.
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The Annual Survey of Manufactures is another source of

employment data used in thls paper. This survey was undertaken by
the Bureau of the Census and Statlstlcs (BCS) starting 1956

through 1971 with the exception of years 1961, 1967 and 1972 when

‘the BCS conducted economic.censuses... Only establishments.with at

I

‘least five iworkers are included in these surveys.,

t
In addltlon employment statlstlcs generated by the 1970
T T ‘
Census and Populatlon and Hou51ng are also used . e i

PHILIPPINE |LABOR ABSORPTION, 1956 TO 1973

= ! “ | _ UL'A .
3.1 An Overview '« , : 9.

| | /
The labor force lncreased from 9 ,029 thousand ln 1956 to

t

'

'14 1uo thousand 1n 1973 or an. average annual (geometrlc) growth

rate of 2. 69 (Table l) Employment in lq56 was 8 009 thousand and

alS,HSQ.thousand.1nm1973,”1nmeffect, a.B.lénaveragewannual:patejof

increase. These annual employment geneération lefﬁ“a‘yearly average

“unemployment of 815 thousand totally unemployed members of the

labor force during the period of an average annual unemployment of

= 744% of the labor force,

e i

The extent of unemployment acqulres a more serious
S T o
dlmen31on when the extent of underemployment ‘and the size of the

. unpald family workers among the employed are considered, Under=-

£l omeatoie, oy

employhent ‘defined &s the’ expressed de31re for additional work,

is observed even among those working full—tlme ("invisibly"



Labor Force, Employment and Unemployment,

TABLE 1

1956 to 1973
(in thousands)

Year Labor Force Emplayed Unemployed
1956 9,029 8,009 1,021
1957 8,875 8,174 701
1958 9,317 8,555 762
19598 9,345 8,705 639
1960 9,521 8,828 692
lQSla 9,995 9,245 750
1962 10,479 9,641 SRR I 837
1963_ 10,710 10,03 T 870
1964~ 10,898 10,253 6Ll
13965 11,127 10,322 805
1966 11,821 10,984 837
1967 12,525 11,526 999
1968, 12,452 11,476 976
1969 12,605 11,732 873
1870 12,758 - 11,988 - 770
1971 12,911 12,245 666
1972 13,701 . 12,833 867
1973 14,140 13,450 690
Geometric '

Growth Rate 2.6% 3.1%

1956-1973

a Interpolated values by averaging the figures of the
previous and the following year with October and May
surveys.

Interpolated values by computing the average annual
‘growth rate of 1968 to 1971, r

SOURCE:

Bureau of the Census and Statistics Survey of
Households Bulletin for the dates indicated
in the table.




underemployed), i,e., whether based on a 40-hour week full-time

work standard or a 50—hour week work standard, implying low income
from work, If a measure of lull~t1me equlvalent unemp loyment among
the "visibly" underemployed {(those working less than full-time)

~jisjcomputedmand added to- the count of totally unemployed'"the”"“~" Cmme
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. hstandard d 25.9 for a.. So-hour week - standard or -1l 912 thousandr

(Table 2) Anot‘er dlmen31on of the fallure of the economy to

' i
unpald famlly workers a ong the employed ThlS class of worker :

\ .l

fe 3) : It 1s 11kely that some, 1f

HIN

. or 2 649 thousand workers (T
not a major proportlon, of thls group were in this category as a

result of the lack or absence of alternatlve employment

There has been an 1ncrease 1n the average hours of work

T among the ‘efiployed during the- survey ‘week from u1,? nours TS Y7
..hours.. for the period 1959 to 1373 (Table 4). When employment., .

.. griowth 1s measured 1n terms of- full—tlme equlvalent employment

$uch as a_40-hour week Q1. 50-hour week standard Lits. average annual:
, growth rate from 1957 to 1973 comes to 3 90 as compared to 3 2o

using the person count (Table 5) However the- faster inCrease

lThe perlod con51dered here starts in 1957 instead of 1956
“bécause there arve no dataton hours worked: for' the May 1956 employ-' otk
ment. This computation also covers only the employed persons:
at work rather than the total employed as indicated in Table 1
since data on hours worked by the employed who were not at work
during the survey week are not available. The former group has
been observed to be 3% to 4% smaller than the latter,



TABLE 2

Total Unempléyment, lQSé'fo 1973

(in thousands, except percent)

A

UNEMPLOYED TOTALLY UNEMPLOYBb a
Year Total Number " Percent of Measure I b Measure I
labor fQrce labor force ip 1
: | Number ercent of - Numbes Perc
labor force labc
1956 9029 020 11.3. 2013 22.3 - 1 2733 :
1957 8875 1 7.9 1679 18.9 2492 y
1858 9317 762 L B.2 =1769 19.0 2616 y
1959 3345 639 6.8 1675 17.9 2557 y
1960 8518 . - 692 7.3 1758 18.5 - 2650 y
1961 9995 750 7.5 1846 18,5 2747 :
1962 - 10459 837 8.0 2040 -19,5 2982 :
1963 10710 670 6.3 1980 18.5 2964 i
16y 10890 -Bhl B PR I . 1862 - 17.1-. - 2770 - ’
1965 11127 805 o2 1937 17.4 2729
1966 11821 . 837 - 7e1 1966 - - 16.6 2816
1967 12525 999 8.0 2155 17.2 3094
1968 - . .12452 876 7.8 +.. 2160 -17.8: . 3187
1968 12605 873 6.9 2028 16.1 3109
1970 12758. 770 6.0 1883 14,8 3032
1971 12911 666 5.2 1758 13.6 2953
1972 13701 867 6.3 1396 14,6 3105
1973 1810 690 . 4,9 1899 . 13.4 3086

Unemployed plus:the full-time equivalent unemployment of the visibly ' underemp

Visibly underemployed defined as those persons reported employed at work for
than 40 hours during the survey week and wanting additional work.

Visibly underemployed defined as those persons' reported employed at:work for
than 50 hours during the survey week and wantlng addltlonal work.,

Interpolated by taklng the average of the previous and the follow1ng years wi
May and October surveys.

Interpolated by taking the average of the 1968 and-1971 figures, =~

SOURCE'n Bureau of the Census and Statlstlcs Survey of. Households Bulletin for

the dates 1nd1cated 1n the table.



' {in percent) L
:, —— R ; - PO 3
? b B
- i :
P Year Total sw? . S-EWP urw® Y
j Y .
Il 1956 100.0 29.1 42,9 27.4 0.7
| 1960 100,0 3034 42,0 27.1 0.5
| 1964 100.0 33,7 40,3 25.8 0.2
1 1967 100,0 36.8 38,4. 2u.8 0.1
| 1991 100.0 340 1.7 24,1 0.3

1973 106.0 37.8 39,0 23,0 0.2
: z | N e
% Wage and salary worker

Self-employed workers; includes employers.
:é“Unpaid'faﬁily wofkeré_’:7_“ .

TABLE 3

Employed Persons by Class of Worker

for Some Selected Year

Class of worker not reported

ce vt

SOURCE : Bﬁféau‘ofvthe Census and Statistics Survey of Households
Bulletin for the dates indicated in the table,




TABLE 4

Average Hours Worked by Employed Workers
* at Work, 1959 to 1973

AVERAGE HOURS WORKED BY EMPLOYED PERSONS AT WORK
Year ALl Broad Industry Grouping
Industries A I S
gsg | wa e | we
1960 ’*16 39,9 b sus o ] ws.0
1961 42,4  ho.y 45,6 47.8
1962 w21 | 407 45,5 4,2
1963 42,3 41.1 45,7 41.9
1964 43,3 41.8 T 45,1
1965 44,5 43,4 46,1 4L, 9
1966 45,0 43,5 48,0 44,8
1967 yu 4 42,7 48,2 45,2
1968 oyl 42,5 48,0 45,1
1971 457 43.3 47.6 47.3
1972 ere ..44;gu_m“w_;Mu¢2.7. ug.9 39.6
1973 44,7 42.6 46.5 45.6

Includes agriculture, forestry, fishing and hunting. -

Includes mining and quarrying, construction, manufacturing,
electricity, gas, water and sanitary services and transport,
storage and communication.

Includes commerce, government, community, business and

recreational services, domestic services, personal services
.other than domestlc and 1ndustry not reported.

SOURCE:

Data on employed persons at work are from the Bureau
of the Census and Statistics Survey of Households
Bulletin for the dates indicated in the table.



A Puii—tiﬁé'EquiGéiéﬁf Employment and its -
Geometric Growth Rate for Selected Years,

Ceerns
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SO ek thousands, except percent)

Year

Full-time Equivalent -
Employment
40~hour week 50-hour week

{Employed Persons
{ at Work

1957

yoe 1968.: . T

S 1971001

1973 ..

SR 12,875 T L SEEEAARER: FER 1% T IR REERE ‘7Tf§5§8‘”

e I ISIE T
7,677 7,778 6,223
ST 11,114 Sl et 1'2";22'3'.335557 gt 9,787

11,880 wdries il 13,523 it ¢ 10,819

CENIGEAT L L S S L
Geometric Growth Rates

. I3 [N . o C [N IE S o
Yo} RN 5 T ARSIV S .} I ARSI : R

1957-1968, ;|

197171973

1957-1973

4.1 T Ry ciehe 0 362 b 1B e ot

cer@e2i o e 3.9 Lk i 3o B g

3]

SOURCE: .

Come s

Data on-e¢mployed persons:.at wark are from.the . iT
Bureau of the Census and Statistics Survey of
-Households Bulletin .for the datesvindicated. in .
the table, '
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in employment in terms of average hours worked relative to the

number of persons employed was characteristic only of the 1950's
and the 1960's. The reverse was true for the period 1971-73 when

average hours worked decreased from 45.7 to 44.7.

3.2 Industrial Absorption of Lebor

3.2.1. Broad Industry Labor Absorption

Using Kuznets' three broad industry groupings as defined
in Table 4, one sees a shift in the industrial distribution of

employment among agriculture, 1ndustry and services during the

perlod under study. In 1956, agrlcultural employment accounted

for 60%, industry 18.2% and services, 21.8% (Table 6). By 1973,

there was a.shift from agricultﬁre to services; agriculture's'::
share came Qown to 54.3% while that of services increased to 27.5%.
During the same period, industrj's share remained at 18.2%. Fof
fﬁeliefefvening years betweeﬁ 1§§é"éﬁéwié§é, the agrieulteeeinm
share of total employment showed a steadily decreasing trend
although it increased in 1970 (based on the census) and 1971.

The industriesfin the industry sector which experienced increases
in their:relati§e shares ofeemplOyéégt were mining and quarrying,
construction, and public utilities, whiie manufacturing and
transport and communication showed decreases in their relative
shares. Practically all industries in the services sector, namely,

commerce, government, community, business and recreational services,
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‘decreased in 1973. :i ;?‘ R - §f3 {f ;" o e m?‘

and 1ess developed countrles. In the case of the currently

and domestlc serv1ces experlenced 1ncreases sn thelr relatlve §
. , P
Hshares with the. exceptlon of personal serv1ces whose relatlve share

f
o

i i : P Y
9 H }, 4 4k

The 1ndustrial shlft of employment from agr1¢u1ture to ’ g

servzces 1s a phenomenon whlch has been observed in both developed

'developed countries, a Shlft from agrlcultural employment to 1ndustry

{
was flrst observed then followed by a shift to the serV1ces ‘sector.

However, the commonly observed shift of 1ndustr1al employment 1n
many LDC's has been mainly . from the agrlcultural sector to the
services sector.“ The increase in the share of the serv1oes sector
in the LDC's cannot be fully explalned by the same factors which
explaln a sxmllar trend observed among the presently developed :

countrles. The 1ncrease in the services ‘sector among the LDC' f
may be more the result of the 1nab111+y of the industry sector to
, B

absorb the less productlve labor from the agrlcultural sector. ‘ 2

ance the serv1ces sector by nature of its production and output

“allows more opportunities for work-sharlng and part-time employ-

ment, 1t easlly becomes a depository of the labor force which

.spllls over from the agrlcultural sector to the nonagrlcultural
?sector. Thls is not to say, however, that the process of develop-
‘ment does not explaln part of the 1ncrease in the services sector s
ishare of total employment. For example, there is an 1ncrease in
;thefrelatlve share of: commerce out of total employment as. an

economy becomes more monetlzed



3.2.2 Industrial Employment Generation

The employment creation in a sector may be measured by the
count of additional employments minus terminated employments in the
- _sector. The difference in the yearly average sectofal"employmeﬁts“"

. Hmayiﬁe used to approximate this phenomenon although it may not

capture all the employment turnover during the period under
coﬁsideration.’ For a number of reasons, employment may have been - ! |

geqépeted;and qissolvéd in one sector during a stretch of time. ' :

§

Biaomual hnd quaterlyidata may not capture these totally. To the
exteﬁt tﬂat employment regardless of its length may be considered :
better than no employment, then the:biannual and quarterly employﬂa

ment statlstlcs ‘used in this paper underestlmate some employment 3

i

| i
oreatloniof thls'nature. With thls caveat, one can proceed to take
PR T f :
SR I | . - Py L .
a posftlye difference' in yearly average employments to mean more :

employmeﬁtnpositionswgreated.than dissolved. and vice versa when
R j CL
_negativei All the yearly differences (together with their signs)

can be added to get a measure of the overall performance of an S

'ulndustry in employment creation durlng the years belng con31dered

:"'.

The actﬁal employment generation in each sectorffrbm'lgss b

l

to 1973 ;s shown in Table 7. Agrlculture experlenced the largest
. net employment generatlon of 3,160 thousand (or ‘an annual average'

of 148 thousand) followed by services which created 1, 945.thousand

(or an annual average of 11u thousand) and the 1ndustry sector o

with 995 thousand (or an annual average of 59 thouSand). Relatlve

to each sector's 1956 employment level, these sectoral employment
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.TABLE .7

Employment Generation by Broad Industry Grouplng,

. -.1956 to 1973
(in thousands, except percent)

YEAR

- Annual- Change in- Employment.

Agriculture Industry Services
1956 - - -
1957 170 61 (54)
1958 269 .54 82 .
1959 139 (63) W7
13960 4 98 Y
1961 186 57 173
1962 320 98 . | 89,
1963 69 135 105
1964 i 15, o (13). 212
1965 (81) (21) 170
1966 . - 394 .- 168 . 101
1967 379 52 110
1968 (245) . w1l | . 156
1969 108.7 131.7 233
1870 108.7 N 1317 233
1971 108.7 B 233
1972 816. (110) (119)
1973 399 u5 170
Net. Total: .3160.1 ., 995.1 1943
Average met annual . : ; . .
employment generation 147.5 58.8 1i4.3
Net total employment generation
as a percentage of the sector's
1956 employment level 52.3% . . 68.u4% 111.0%
Net: total employment:generation
per sector as a percentage of
net total employment generation S . B
in the economy 51.8% 16.3% 31.9%

SOURCE: Data on employment are from the Bureau of the Census and
Statistids Survey of Households Bulletin for the ‘dates:
indicated in the table.
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generations during the.period were increases of 52.3% for agriculture,
68.4% for. industry and 111.0% forathevservicesfsectorsT The net
employment . generated per- sector as a . proportion of the total net
employment generation :in. the whole economy is 51.8% for agricultire,
31.9% for senvices and lastly, 16.3% for industry. ' ' i) o

f P S

A breakdown of the agrlcultural sector s employment by ‘

'-1ndustry group is shown in Table 8. (Statlstlcs for employment

SIS s

generatlon by sub—lndustry groups are avallable startlng in 1966)

Durlng the perlod 1966 73 rice and corn‘farmlng generated the.most
employment, 615 thousand or 42.1% of total p031t1ve agrlcnltural
?employment generatlon | ThlS is followed by 'products not speeltled"
with 483 thousand (33.1%) then hunting and fishing at 159 thousand
(10.9%)  and coconut farming at 153 thousand (10.5%). ©Of. ifiterest -
isithe decrease in employment in abaca and other fibers farming.and
in "other crops, horticulture, poultry and livestock production' . :
during the period, with the: latter industry group showing a very:
large decrease in employment..- In the absence:of data on production,
it is difficult to‘hypothesize amn:-explanation for:-this.: Ohe should
not also discount the possibility of a statistical artifact .
resulting from the 1971 change in sample:design.-

In the 1ndustry sector manufacturlng generated the largest
net increase in employment of 413 thousand followed by transport,
storage and communlcatlon whlch generated 276 thousand then

:' RN

constructlon Wlth 247 thousand and mlnlng and publlc utllltles

vy



. combintd accounted for 58 thousand - (Table 9). The more detailed

statistics for construction during the period 1966-73 reveal road

and bridge construction and building construction to have generated
94,.9% of the total positive employment generation ih the construc-
tion industry (Table 8). On.the other hand, it is only the road '
passenger transport which showed a positive net emp;oyment

generatlon of lSu thousand 1n the transport, storage and communlcatlon
1ndustrp‘dar1ng the perlod Thls attests to the labor-lnten51ve B
type of road passenger transport developed 1n the Phlllpplnes wlthA
1ncrea51ng urbanlzatlon, commerce and trade as shown by the B

a3

’prollferatlon of small transport vehlcles llke pedlcabs and ]eepneys.

/

' In ‘the services sector (Table 10), commerce generated the’
most number of employment, 770 thousand, followed by government, '
‘commuirity, business and recreational servides which genérated 734
thousand, then domestic services with 383 thousand and personal
services other than domestic with' 101 ‘thousand. It is interesting
- to note’that in commerce, "other retail trade" generated the most"
‘numbér of employment, 303 thousand or 66.6% of the industry's
employment geheration (Table 8)." Contrary to the impression of a
high incidence of work-éharing‘and employment ‘in the informal
_seotor as in hawklng and peddllng as an explanatlon of the large
employment in the serv1ces sector there was a net decllne 1n
employment 1n.hawk1ng and peddllng equlvalent to 62 thousand durlng

the perlod 1966 to 1973 Even sar1-sar1 stores only generated a

net employment of 10 thousand for the seven-year period. More
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Table 9
Employment Generatlon in the Industry Sector,
T Sl Iy 5019560 to 1978, R ~
(1n thousands, except percent)
* “Annual Change’ in Employment
YEAR s Mlnlng & | Construc- Manufac—‘ Electricity ziggzgzrz’
: ' quarry- " tion turing | gas, water communica-
‘flng S & sap;ta?y ~drimetion
1956 - SR e, R TiTe] -
1957 1 33 15 9 3
1958 3 S  SUTTSINN G Y: R €8) Lovi g1l
1959 11 (45) (26) 2 ( 5)
1960 (5) L 280 S ~£2), < vyadon: 33
1961 (1) 16 17 (1) 26
1962 SRR 21~ i .49 . "9 s don .13
1963 ( 6) 36 80 0 25
1964 (D 17 (16) - (6) - -7
1965 (u) (18) (22) 0 23
1966 1 6 118 9 33
1967 122 et v 09 26 1. ( 8)
1968 (W) u8 5 0 (8)
1969 Pty 3 26! s flgeors 7.7 49,7
1970 . 4.3 26 Ly 7.7 49.7
1871 SRR PR | 90 26 Ly 7.7. 49.7
1972 (8) (9) W) (13) (35)
1973 SEREREE i 9 - g 10 - ~( 5) - 22
Net total™ 3% 247 813 e 21 276
Average net anpual . o . A T , A
employment generation 2.18 | 14,53 " 24,29 .24 ] 16.24
Net total employment .
generation as a percent-
age of the sector's 1956 T B, i rie e ] _
employment level 154, 2 129.3 71 "1.6 “131.377 1 119.5
Net total\employment ‘ -
generation as percent- ’
age of net total employ- § . y .
ment generation in "I ‘7 h ’ '
sector . 3.7, . 24.8 41.5 2.1 27.7
Net total employment - T o T
generation per industr; . o
as a percentage of the h
net total employment . e Y BRI N i
| generation in the economy 0.6% 4,1% " 6.8% 70.3% T 4.5%

SOURCE:

Data on employment are from the Bureau of the Census and Statistics for

the dates indicated from the table and from the National Census and
Statistics Office 1970 Census of Population and Housing.




employment gensratlon was experlenced in the more organlzed sectors
of commerce, namely, flnan01al 1nst1tutlons\(1;he banks real
estate and 1nsurance) and wholesale trade whlch generated 73
‘thousand and 69 thousand, reseectively. i

§

s R L R PO ST 4
K jﬁ‘f~*3§ ' A_further breakdown of the subégroups within government,

T : &
~“’¢ommhn1ty, bu31ness and recreatlonal servicés shéds some llght on

-4 P

© the sources of employment 1n thls 1ndustry Publlc schools
gene?ated the most number of employmenﬁ, 123 thousand (mostly

teachers) ~during the perlod (Table S)n Other government employment

{

generated lll thousand. In effect the governm t sector generated

H
{
i H
i
i

234 thousand from 4966f73;

B

i , i :
' Table 11 glves statlstlcs on government employees during
the berlod 1959~ 73 from the ClVll Servtce CommlsSLOn Annual Reports.

A

" Government employment 1ncreased from 287 thousand to 569 thousand

- oop a 98 3% 1ncrease in lh years Thlsilncrease 1mplles an average
'annual geometrlc growth rate of L, 8% as compared 1to the 3 2% growth :
!

. rate of total employment durlng the same perlod j The government }‘_“‘VL

sectbr accounted for an average of 4, l% of totalsemployment
the nu-y (perlod, government generated a tptal;net employment:of
282 thousand. The high count of government employment recorded"by

the BCSSH Labor Survey relaﬁlve to that of the Ckv1l Serv1ce'

LN 1

”'”‘Commlselon reports may be tﬂe result of ‘the 1nclu51on of- casuals -

in the former count and not in the latter. Government shows some
i

dramatlc 1ncreases for 1959~60 1961 62 196u 65 and 1968 69
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Table 10

Employment Generation in the Services Sector,
1956 to 1973
(in thousands, except percent)

~ Annual Absolute Change in Employment
: -} .Government, Personal :
1 AR | L community, ; . | services Industry'
‘| YEAR f :',CQmmerce | business. % 22?3?2;: other than not -
| R . P . recreation- domestic reported:
i | k i | al services '
il 1956 |- - - | T
'l 1957 (¢ 1) (14) (18) | a3 p (34)
| 1958 i 31 17 30 a7 ) a3y
| 1959 ' 27 - 54 (23) | 2y .1 (9
| 1960 . ' :(28) ( 5) 13 SIS (AN N S
'l 1961 _ ] " e3 82 .. 29 Cwy 23
1962 O U 22 (100 f b © ey
1963 102 13 (n | 29 (32)
1964 o umn e 8200 e 0 58 g 585 2 - oS
1965 L ' oo o (18) : QT 7w e 79 N A 5
1966 45 54 L (16 14
1967 53 30 40 14 (27)
1968 40 89 (27) 23 31
1969 - 87 104 43.3 3 (5)
1970 87 104 43.3 3 ( 5)
1971 87 o4 43.3 3 ( 5)
1972 41 (107) (2u4) (9) (20)
1973 7 52 92 (4) 23
Net Total 770 734 383 101 (48)
Average net annual
employment generation 45,3 43,2 22.5 5.9 ( 2.8)
Net total employment
generation as a percent-
age of the sector's 1956
employment level 97.1% 183.5% 119.7% 65.2% (58.5%,
Net total employment
generation as percent-
age of the net total
employment generation
in "S" sector 39.7% 37.8% 19.7% 5.2% 2.4%




Table 10

cont'd

' . Annual Absolute Change in Employment

| Commerce

Government,

i community,
} business. &
- pecreation-

al services

Domestic
services

Personal
services
other than
domestic

Indust
not
report

SO SRR

Net total employment

generation per 1ndustryff

SOURCE:

as a percentage of the . i :
net total employment ' ) :
generation in the : S : .
egonomy _ ] 12.6% 12.0% | 6.3% 1.7% (0.8

Data on employment are from the Bureau of the Census and Statistics

Survey of Households Bulletin for the ddtes indicated in the table.
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The increases durlng the latter two palrs of years may be explained
by the pre81dent1al electlons held durlng 1965 and 1969. A major
. portion of ‘the 40.5 thddéand'increaSe”in“employment‘dnring the =~
: fiscal year endlng in 1965 may be; attrlbuted to the electloneerlng
; (polltlcal.appolntments) of the Macapagal admlnlstratlon for the
Novemberelectqon° -The decrease- in employment-iof -almost 10 ‘thousand-
in 1966 may be the backlash effect (resmgnatlons and dlsmlssals) of
; the change in apmlnlstratlon w1th the defeat of Macapagal. Slmllarly,
“f the 45 thousand increase in employment in 1969 could be partly
% attributed to the Marcos admlnlstratlon s electloneerlng However,
: i ,
’ pre51dent1al electlons cannot explaln the relatlvely hlgh employ-
. ment creation for other years espec1ally after 1967. 'A-ma551ve~.~
i infrastructure program was 1n1t1ated by the government startlng in
- 1967, The absolute chamge in employment in 1968 reflects the _:::
; employment generatlon of this program. The relatively hlgh
; employment generatlon even after 1969 may be attrlbuted to the

! }
f contlnulng emphasis on the 1nfrastructure program. ,

As noted earlier, the”intérpretat{bn'bf”thééé ététi&ticé

| should be quallfled with the possxblllty that: many of the temporary

employment durlng any flSCal ‘year may not be counted A class—:,'

ification of government personnel into temporary, prov1s1onal and



Table 11
¢ s : G e
Government Personnel 1959 to 1973 .
; GOVERNMENT EMPLOYEES

et |7 rment | maniars cnge | gemeteic
gnding employment in' employment g?;:;geﬂige
1959 - | 287,118 3.9 . -, e i
1960 338,823 4,1 51,705 18.0
i961 | 361,312 3.9 22,489 6.6
1962 V11| 396,462 RIEERTYS " 35,150 - 9.7
1963.. | 398,786 4.0 2,324 0.58, ...
1964 | 415,103 4.0 16,317 4.01
1965 | uss,ee0 | uwiw 140,557 ‘9.32
1966 : | uu5,891 Y, (9769) (2,17
1967.. | 458,141 4.0 12,250 . .. 2.7
1968 481,320 ) 23,179 4.9
1969 516,557 Ty 35,237 Y
1970 531,059 44 wi1H,502 PLTT
1971. . | 530,985 4.3 () . (0.01) ; .
19722 550,214 4.1 19,229 3.6
1973 569,443 | 4.2 19,229 35
‘Net total employment o ) )

. ‘gerération, 1959 to 1973° 289,395 FaTid ¥

%The employment flgure is derlved by averaglng those of 1971

and 1873.

SOURCE:

LN

Ccivil Service Commission Annual Reports for the dates indicated
in the table.
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~permanent status2 shows that an average of 54.3% of government
persoﬁﬁei were perménent during the perioa‘1962—71.3 The rest
(45.7%5 Qéreveifher temporary 6r proviéionai, The high ﬁerceptage
offempofanyand brovisional employees in thegovérnmept sector
’reflecté é very high personnel turnover. Thié is probébly.an
iﬁdiéation of the often remarked description of“thévéqvépnment as
a-welféré'inétitution which provides eﬁployment basea mépe‘on‘

welfare considerations rather than on productivity considerations

« U

as is usual in the private sector. One example of an overt attempt
of the government to generate employment for welfare purposes was
the Employment Emergency Administrationu which was started in July

1962. The program was mainly initiated to relieve unemployment.

2Permanent appointment is issued to a person who has met all
requirements of ‘the position to which he seeks appointmeriti-in
accordance with the provision of the Civil Service law and rules.
" A provisional appointment is issued to a person who has not’ -
qualified in an appropriate Civil Service examination but who
otherwise meets the requirements for the position. As a 'gehneral
rule, appointment of this nature are subject to termination 30 days
from receipt by the appointing authority of ‘a certification of
eligibles. A temporary appointment, on the other hand, is issued
‘to’a person for a position needed only for ‘4 limited period not
exceeding 6 months.

3Civil Service Commission Annual Reports of 1962 to 1971.
uIt was created by RA 3466 which envisioned the creation of
"maximum employment “opportunities for all who are able, willing
and seeking to work but cannot find employment, thus increasing
mass purchasing'power,:deVerping income in rural areas and
stimulating economic activity in general."

") :;/r' . )/
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It prov1ded for preference to employment of the most needy in the
locallty where a government pr03ect ‘was belng undertaken. The
prOJect came in the form of roads, highways,'irrigatlon,lnaterQ
workeﬂsygtemvoonStrﬁotioné;:land:clearenee;'agricultsrél”eiteneion,
refore;tétion and-fleherleeﬁdevelopment; As a device to employ
'Aand generate income among ‘the unemployed, it was a success,:“in
1962, 1t was reported that ‘the program had employed close to a

it

'xmllllon Flllplnos. Bven before the end of 1ts flrst year-of

"operation,Ethe~program‘had spent P47 million of a 5-year appro-

BT

priation of P100 million.

'3,2.3 Labor Absorption in the Manufacturing Sector

Manufacturing has been the main target of policy measures
to‘promote_induétrielizetionpéfter;tﬁetgecond World‘War._ It is
wthereforelofﬁinterest.to ;obk'AE;ﬁﬁé employmentrgeneration in this
:seotor dnrlng,the;period; Tableilérglnee_the'diétrlbﬁtiqp_ofi
totallemplo&ment in'manufactnrlng:by:mejor'lnduStr§pgroup1based
”on:the,Bés Annual Sur&eyquiManufeoturesg' bf*fhe:industry groups
in manufacturing, food has always had the largest relati;e share,
”ettleastjezflfth; of ‘total emplofmeﬁtremong'ééteblishments with
?etpleesti5'yorkere;gfin léﬁﬁyfitkyae_followed by footwear‘and‘
otherhnearing apperel whiohgeooounéedjforLe”lS.S%YShare'enddnood
and cork products with 9{6¢f"T8tél?employment in these three
industries came to more than half of the manufacturing employ-
ment being considered. By 1971, these three gourps were still

top ranking industries in their relative shares of total
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employment but textiles came in as second in rank and pushed
down foofwear and other wearing apparel, and wood and cork
products, to third and fourth ranks, respectively. If the

industries classified by size of employment were ranked as.to

their?percentage of”total‘manufacturing employment in establish-

“jf“ments with at least 5 workers, food and footwear, and other

R wearlng apparel are two industry groups with both the;r 1arge

-‘and small establlshments ranklng among the top ten in thelr

relative shares of total employment (Table 13).

. Employment in the manufacturing sector for establlshments
with 5 or more workers increased from 206 thousand in 1956 to"
421 thousand in 1971 or a: 105% increase in 15 years of the 221
thousand net employment generated in the manufacturlng sector
from 1956 to 1971, textlles accounted for 17.3%, the largest
share, followed by food w1th 13.4%, then wood and cork producfs
with 10%, chemlcals and chemlcal products, 7. 6% nonmetalllc
mlnerals 7.3% and electrlcal machinery with 6.1% (Table 1u)
The other major 1ndustry groups accounted for smaller shares of
the net employment generatlon. Most of the employment generated
in manufacturing were in establlshments with twenty or more workers
_,(92 0%) as compared to 8% of the total employment generated
coming from the smaller establishments with 5 to 18 workers. Of :

the six industry groups in manufacturing which experienced

=N

- decreases 'in employment during the period, five (beveérages, = 340

tobacco products, textiles, furniture and fixtures, and chemicals



Rank of Some Industrles Accordlng to Relatlve Share of
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Table 12

Total Employment,. 1956.and 1971.:

(in percent):~ ;.

Ly
ol

1956 1971
| Industrial , _ .- . .| Industrial
RANK Major Industry Group | Distribu- Major Industry Group | Distribu-
‘tion tion
Total Manufacturing 100.0 . Total Manufacturing 100.0
1 Food, manufactured 28.1 . Food, manufactured . ' : 20.9
4 Footwear, other wearing Textiles 11.5
' wearing apparel 16.5 Wood and cork products 9.9
3 Wood -and ceork product# :9.6 |. Footwear, other wearing
) Tobacco products 5.4 apparel 8.9
5 Textiles . . -, : 4.9 - Chemicals: € .chemical
6 Printed and publlshed products 6.1
¢ materials ... - | 4.8 ‘Non-metallic minerals: 5.2
7 Chemicals and chemical)
products.. . : 4.7  Tobacco products: 5.0
8 Beverages 4.1 Metal products 4.3
9 Metal products - 3.8: - | Beverages . - 3.8
10 Furniture & fixtures 3.1 Printed € published mate%ials 3.6
11 Non-metallic minerals I Electrical machinery. e 3.5
11 Transport equipment 2.9 Transport equipment 3.5
12 Miscellaneous manufactures 2.5 Basic metal products ! 2.8
13 Machinery 2.0 Paper & paper products 2.5
1y Paper & paper' products|- 1.5~ - Miscellaneous manufactures 2.3
15 Rubber products 1.3 Rubber products 2.2
16 Electrical machinery 0.7  :}. Machinery » , 1.6
17 Basic metal products 0.6 Furniture 8 flxtures 1.5
18 Leather and leather. S  Leather and  leather
products O.u4 products 0.5
19 .. Petroleum and coal .- Petroleum and coal
products a products 0.4

disclosure of information

R AT

Lo s

a Includedi-in major group Miscellaneous Manufactures. to avoid '

SOURCET Bureau of:the Census and Statistics.-Annual Survey of Manufactures

for 1956 and 1971

L Lot

SRS om0
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chemlcal products) experlenced decreases in small establzshments

:

and only footwear, other wearing apparel- experlenced a decreaSe

in employment in its large establishments. All the other manufac-

turlng _groups experienced positive employment generatlon for both

establishment sizes. AU . -

i
i

IBmployment 1n manufacturlng establlshments wlth less than
<8 workers was estlmated by Nguyen Dac Quy by subtractlng the

o employment 1n establlshments with 5 or more workers (Annual i

- Survey of Manufactures) from the employment statlstlcs prov1ded

v

- by the;BCSSH Labor Force SurVey [9] He fGUnd thls dlfference to
be overestlmated by an average of 8% as.a result of the umder-

w

estlmatlon of employment in establlshments w1th 5 to 19 workens
in the Annual Survev of Manufactures, i.e., 89 of the dlfference

C should pr0perly be credlted to establlshments wlth 5 to 19 workersr;:

{'Table 15 gives the adjusted estimates of manufacturlng employment

& by sizé’éf"éétabliéhments for the period’ lQSB—?l.':Employment an

E manufacturlng establishments with less than 5 workers 1ncreased

J -—'

{i from 710 thousand to 939 thousand or an annual (geometrlcy grqwth
. rate of 2.5% dﬁrlng the period 1958 ?l ~In splte of thls 1ncrease,

.the relatlve share of these establlshments' employment of

manufactqung s total decreased from 71 09 to 65 16 durlng the

i
: £ ; . ]
- : l i

) Perlod’ . i ) m - “ e o . e '
g . H [ e 7 . .- Q
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- TABLE 14

Top Ten Major Manufacturing Industry Groups in Employment Generation,
| © 1956 to 1971

Net

oo Employment Percent

Major Industry Group Generation, Distribution
o 1956 - 1971

All Manufacturing
industry groups
(5 or more workers) 220,843 .1100.0
Textiles 38,198 17.3
Food, manufactured 29,503 13.4
Wood and cork products 22,175 10.0
Chemicals and chemical
.. products , 16,797 7.6
Non-metallic minerals 16,197 7.3
Electrical machinery 13,461 6.1
Metal products 11,170 5.0
Tobacco products 9;989 4.5
Basic metal products | 9,803 ' 4.4
Transport equipment . 9,173 ' 4,2

”SOURCE: Bureau of the Census and Statistics Ahhuai’survéy"“"
of Manufactures.




When the net employment_generation of the manufacturing

sector is_assessed,using‘the Annual Survey of Manufactures.data
from 1956-71, most of the empioyment}generated were found among
r“establishments-with 20. or more workers (92.0%) as compared.to 8% . .
generated by small establlshments w1th 5 to 19 workers. If one

f 1ncludes Nguyen Dac Quy's adjusted estlmates of employment in
manufacturlng establlshments wlth less than flve workers and makes
;~51m11ar calculatlons butthis time coverlng the. shorter perlod
from 1958-71 one flnds that even w1th the shorter perlod and ;\.HM»
without the statistics for 1961, 1967 and 1970 net employmentb
generated by establlshments with less than 20 workers came to 267
thousand as compared to 216 thousand generated by establlshments
with 20 or more workers. " In other words, the smaller establish-
ments of less than 20 workers generated 55% ‘as’ compared to 45%

generdted by the larger establishments with 20 ot more’ workers.

For comparison purposes, let us look at the.ranking of the
different major 1ndustry group in manufacturlng by share of o
employment in 1971 In the smaller coverage of the Annual Snrvey
-of ‘Manufactures which includes only . establlshments w1th 5 or more
workers, food;fops theAlist’witni29:9% share of tota} employment.
However, in a more complete count of total‘émnio§ment in the
manufacturing sector provided by the BCSSH Labor Force Survey
(average for the four quarters in 1971), footwear and other
wearing apparel replaces food as top ranking industry in relative

employment share equivalent to 26.5%. Food ranks only third
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TABLE 15
Employment in Manufacturing Establishments by Size of Employment,
1958 to 1971

‘(in .thousands)

Loy

Total Employment in Establishments with
YEAR gzgi§§2i2;i;§ Less than, | 5-19. . | 20-49 . .50-99 100 and
5 workers workers workers workers more workers
1958 10000 7 a0 a1t T ass TonT 121
1959 1007 707 | 114 34 23 129
1960 | “1086" ¢ 724 113 33 ¢ 23 P 1wy
1962 1070 729 111 3y 27 | 170
1963 | 1199 V7 827" 1 122 250 T
1964 1245 855 124 266°
1965 | 1161 1 770 7 b 117 ‘2732
1966 1280 877 127 2760 o
1968 1311 oosuy - 142 35 '35 | 256
1969 1291 818 141 30 32 1270
1971 1443 ot 939 150 S 3sy® epe
(in percent)
Total Employment in Establishments with
YEAR | Employment in | -~ 7 5-19 20-49 50-99 100 and
Manufacturing a .
5 workers workers workers workers - |- more workers
1958 100.0 71.0 11.2 3.3 2.4 12.1
1959 . 100.0 70.2 11.3 3.4 2.3 12.8
13860 " 100.0 70.0 10.9° 3.2 2.1 13.9
1962 |  100.0 68.1 0.4 3.2 2.5 . 15.9
1963 [ " 100.0° '69.0 10.2 ¢ 20.9° :
1964 100.0 68.7 10.0 | 21.4°
1965 10007 66.3 101 | 23,5
1966 100.0 | 68,5 9.9 | 216
1968 | 100.0 | 7 ey.y 110.8 | 2.7 2.7 19.5
1969 100.0 | 63.4 J10.9 | 2.3 2.5 20.9
1971 106.0 " " e5.1 q0.u o st '

aFigures obtained from subtraction of employment in establishments with 5 op
more workers (Annual Survey of Manufactures) -from total employment in manufacturing
(Labor Force Surveys) and subtracting 8% from it.

bPigures obtained from subtraction of employment in establishments with 20 o
more workers from that of ‘establishments employing 5 or more (both-from Annual
Survey of Manufactures) and adding the 8% taken from the establishments with less
than 5 workers. s T R A le oy A

°For establishments with 20 or more workers only.
SOURCE: Nguyen Dac Quy, Small Industry and-Employment Creation in the Philippines:

A Descriptive Overview, M.A. Thesis, University. of the Philippines, 1975,
PP. 22-23. e ;




: 1n thlS establlshment size- followed by machlnery, other than

" after textiles with its share down to only 13.0% of total ' '

employment as compared to the 18.4% of the latter industry

(Table 16).

The 1mportance of manufacturlng establlshments w1th less

than 5 workers is shown by the dlstrlbutlon of employment 1n ‘each’

major 1ndustry group by size of establlshment in the manufacturlng
sector in 1971 (Table 17). Of" nlneteen major 1ndustry groups in
manufacturing (excludingpproducts of petroleum and coal Qheﬁe no

data was provided), only:seven5 had less than 50% of & total

employment in establishments with less thaﬂ-S workers. Allﬂthe

" others had more than 50% in this group. Footwear and other wearing

apparel-had»the greatest proportion~(91.u%) of its total-employment

electrlcal and transport equlpment."i"'

Nguyen attempted to estimate the changes in employmeot in
the different mejor industry gpodps ln the manufacturing seotor bi
looklng at the number of establishmepts with 1 to 4 workersfin
lQGl:and,1967 using the data from the economic censuses for:theseé

two years. The menufacturing industries which experienced at

7 "least 20% increases in the number of establlshments w1th l to 4
'»workers from- 1961-67 lncluded food textlles, footwear and other

wearlng apparel,prlntlng, rubber, metal product, electrlcal

o i

:wmachlnery and transport equlpment He found out that the L TN

s

increase in rlcemllls aocounted for 91. u%tof the 1ncrease in

I 5Beverages, tobacco products, paper and paper products,
prlntlng, rubber products, chemicals and chemlcal products -and -
basic metal products.
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Manufacturing Employment Distribution
- By Major Industry Group By Siz& of
Establishment,

- 36 -

TABLE 17

(percent)

1971

Major Industry Group

Size'of ManufaCtﬁriﬁgéEstablishments

TOTAL

1 - 4 Workers

5 or More Workers

Total, manufacturing . -
Food, manufactured
Beverages

Tobacco products .
Textiles |

- Footwear & other wearing apparel

Wood and cork products
Furniture and fixtures

Paper and paper products
Printed & published materials
Leather & leather products
Rubber products

Chemicals & chemical products
Products of petroleum & coal
Non-metallic-minerals

Basic metal products

Metal products

Machlnery except electrical
Blectrlcal machinery
Transport pqulpment
Miscellaneous manufactures

100.0
100.0
100.0

100.0
100.0

100.0
100.0
. 100,0
100.0
100.0

100.0
~100.0
100.0
100.0
100.0

0

-100.0 | -

100.0 |

100.0 |

70,7
53.3
48.7

79.3
. .9L.b
65,7

A6t d o pee

[l

°

WO VOWN W |

N FEEN

= &£ 0 0 WO

3

N W

1

O
S
w o

w um
o ©
.
©

100.0
: :66.5

o 30.4 ¢
190.3
47,9

4.5

‘19.5

i

FOURCE ;

Bﬁreau of the Census and Statistics,
Annual Survey of Manufactures, 1971.

39.0° -
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establishments of 1 to 4 workers in food. In textiles, the
1ncréase of establlshments was mostly in splnnlng, weav1ng'and
flnlshlng mllls produélﬁg native’ textlles, Most of %ﬁevéxpéhéiéﬁ”
in the fbotwear and other wearlng apparel 1ndustry came from the'k
increase iﬁ“bb&&ﬁéfidn 6f ﬁéafiﬁg abﬁafelugfhér than footwear.
The Biégeét;;harévinitheAihéréaséhbfEéétabliéhméﬁté'df Lto ™™
workeféwiﬁhﬁéiﬁtihgpcdge}fféﬁwfﬁé'inéféaée iniéamﬁéfkiél'pbinfiﬁé:
JIn tﬂé ééséwgé fﬁbbéghﬁgodﬁéfggﬂkhé{ﬁofe fﬁanlﬁﬁﬁéred'ﬁé;cehgfwi
increase.iﬁ“&ﬁ§£gﬁﬁifhalesgqfﬂéhL5’wo£kers'&é§ die £6 the increase
in estéﬁiigﬁmeﬁisLin:fiééé”énd réiaféd ﬁfé&héﬁg: £éiﬂly iﬁ s
égé{vi%ﬁéé ébgéerﬁing tiﬁeéﬁféfbégd{hg;'fzgﬁf%inég vuféahiéidgféh&
repéif}ﬁél;“RélétédﬁfoéfhiéAiﬂdﬁs%fygis %héxéiﬁiiérlyvéfeafeﬁAfhéﬂ
a hﬁghfééﬁgéfcéﬁt“inéféééé{ofﬁesfdﬁiiéﬁﬁeﬁfs with less fhdﬁhS
workeréfinﬁtféﬁéﬁérf éﬁﬁigﬁénf ﬁbs£l§:fouh&"fniﬁétoﬁJééﬁiéle éﬁd“m

.- ISR

motorcycle repalr shops and shlp/boat bulldlng and repalrlng.

In fﬁggégfgi bﬁdduéts‘iﬁaGStry"fﬁéﬁfncfeéSéMéfwe§fabfi§hméﬁts'ﬁ§%&
pré&gaiﬁﬁﬁflf‘iﬁ‘tﬁgjﬁégéééfion bffﬁé%alxéaﬁé, Bbiés;éﬁalégﬁééiﬁers,
cutlery handteols and general hardware, fabricated stryctural
meta%qgr9@29t3»an¢;anehitecﬁupai‘an449rnam?nt%¥~m?ta%YQ?kS-.. |
Lastly, in the case of electrical machinery, apparatus, appliances
and.supplies, the.increase in establishments were mainly in.
electricaluipggsgpiqlE@gqhipéry:apd.gppa?atgsavbatteries, glecﬁrical

lamps.gnd.wires, householdelectrical appligmces and household.

P@dl@S,th sets,wphonognaphs and. accessorles.

b



3.3 Class of Worker Characteristics of Labor Absorption

.The c}ass cf_wofker distribution of the.cmployed reveals
otpcr characteristics of emp;oyment‘which furthep‘qualifyvthe
extent of employment gcnepation inithe economy during the period
under study. Table 3 summarizes the distribution qf employed' .
persons by_class'cfrwopker for.some selected”years.\ Thereﬁgcs
still a high proportion of unpaid family workers‘clthopgbithg
relative sharc_cf wage and salary_workcgs increascq from 29.1%
ig)lgss‘to 37.8% §n~l97?i The prppcpcionwcf:cclf—cmployed
workers cccreasedAfromlug,g%,tcb39,0% andlthat:cf ghc gnpaidt
family workers also decreased from 27ﬂ“%-tﬁ'23f9%;g The laggc_§ize
of unpaid family workers equivalent to 25f§% of total employment
or 2.5 million workers is too large to justify as employment by
choice of those concerned. It is possible that many were in .
this class of worker due to the lack of emplongptccpportgnitics.W
Hence, their being counted as employed shou;d,notﬂbc(ccngicercg

a satisfactory state of the employment situation in the economy.

' The industries which account for a major portion bf the’
wage and salary workers, in the order of their importance, are
agriculture; manufacturing, ‘government, cémmunity, business and '
recreational éef&ices,'dcmééfic’cervices’andqccﬁmebCe'(Téﬁié”la)ﬁ’
of ihfefesfsfgjéﬁeétrendmin'the:felafi@é‘chérés*cfafheSe'" S
different industries From 1957-78. Agriculturé's sharé decreased

from 27.0% to 19.6%. The relative share '6f govérnment, community,



""accounted for a majorvportlon, 68 8%. It was followed by

- 38.-"

business and recreational services increased from 15.1% to 21.1%.

Ty

There was hardly a change ‘in the relative share of manufacturing

which remained at about 17.0% while that of commerce and domestic

vservicesrboth'lncreased'from 7.§%wto'8.6% and from 12.8% to 13{6%;;w

“"respectiwely.f'Among'the self—employed¢workers,’agriculturev

| 1.

., commerce, manufacturlng, personal serv1ces and transport, storage

'
t

and communlcatlon The relative share of agrlculture among the

self—employed workers remalned practlcaily constant at 9% from

L

1957 73. Manufacturlng s share of this class of worker decreased

. from l2 2% to 8 2%: whlle commerce' share 1ncreased from 13.6% to.

l7.3%. Transport, stOrage and,communlcatlon alsb experlenced‘an'"fy

1ncrease in 1ts relatlve share by 1% whlle that of persconal

. : !
i :

serv1ces decreased by ‘the same magnltude. As in the case;of

the self—employed the unpaid famlly workers were mostly employed
in the agricultural sector. The sector accounted for at least

: g !
BSo of the unpaid famlly workers. The Other 1ndustr1es w1th

large relatlve shares 1n thls class of worker were manufacturlng

and commerce.? There was a very sllght 1ncrease 1n the share of o

during the period 1957-73.

What do these trends in the 1ndustr1al dlstrlbutlon of

each class of workers imply? First, the increase in the relatlve

share of government, communlty, bu31ness and recreational

services among the wage and salary workers from 1956~73 made 1t

BT,
S
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TABLE 18

Employed Persons by.Majoﬁ Industry Grodp,
BBy Class of Worker, 1857, 1968 and 1973
(in thousands, except percent)

MAJOR - ‘ : 1957 1873
INDUSTRY
GROUP 1 sw? | s-ew® | umwC s | s-gw® | um®
All industries 1 2379 3501 2250 5130 5167 3133
Percent = - 100.0 | 100.0 .100.0 100.0 | 100.0 100.0
Agriculture, forestry ) ’
hunting and fishing ~27.0 ] s68.8 84.5 | 19.6 68.9 87.0
Mining and Quarrying 1.1 0.1 0.1 0.9 0.2 0.1
Construction 8.6 0.6 | 0.1 8.0 0.6 | 0.3
Manufacturing = 17.4 | 12.2 7.7 .| 16.6 8.2 4,1

Electricity, gas
water and sanitary

services _ . 0.8 * iyl ) 0.7} 0.0 | -
Commerce 7.3 13.6 6.4 8.6 17.3 7.5
‘Transport, storage N ' ' | ' ‘ '

and communication | 7.9 1.3 0.2 | 7.9 2.0 0.1

Government, communica-
" tion, business and

recreational services is.l 0.7 0.1 21.1 0.9 0.2
Domestic services I 12,8 * -0l 13.6 | 0.0 0.1
Personal services. 4 Co . - :

other than domestic 2.1 2.9 1.1 2.7 1.9 0.8
Industry not reported 0.3 %} o1 0.4 0.0 © 0.1

4]

salary workers

(o I v

self-employed workers; includes employers

unpaid family workers

L

less than 0.1 percent -

o g - N N

SOURCE: Bureau of the Census and Statistics Survey of Householdé Bulletin
for the dates indicated in the table. BN




- 41 .~

account . for the :largest proportion of this class 05~w9rk@D1bY;-.
L37§;suoh,that it more than equaled ;the share of agriculture,.
The great bulk of employment in this sector was in government
(where all employees are paid) and, hence, attests to the

increasing role of government in direct employment generation.

Second,. the decrease in the relative share of mapufacturing
in the self-employed class of worker is an indicationthat the -
sector is getting more organized and its establishments getting
larger such that there are less:self—emp;oyed»in the -sector..

This development is further manifested by the decrease in
manufacturing's relative share of .the unemployed .family workers
from 7.7% to 4.1% durlng the period. As the sector gets
transformed from the small 31ngle proprletorshlp establlshments,
unpald famlly workers are dlsplaced in the evolv1ng more organlzed

larger establlshments with modern formal management systems.

: Third, .the.increase in.the relative share of transport,
storage and communication among theﬁsglf-emplpyegués,an;indication
that.the continuing monetization.and industrialization of the
economy has created a.large demand for transportetionyservices.?

. +This-sector allows; for self-employment as reflected in-the
proliferation: of owner-driven cabs,;jeepneys, and..pedicabs in..
many-urban . areas and alse-in the countryside. W mr e

i,

| Fourth, commerce contlnues to create employment ln the .

serv1ces sector of the relatlvely small-scale type of
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establishments. Its share of the self-employed increased from -

fveo o

13.6% to 17.3% which'is‘comﬁlementéd by a cofrespohﬁiﬁg incredse
in its relative share of unpaid family workers from 6.u% to

7.5%.

Lastly, personal services show a decrease in its relative
Léhéfénaﬁdhg>fhe self-empldyed which might be an’ indication of
the'fréﬂd“towards:iérge establishments with paid workers rather
than single proprictorship-one person -éstablishments or singie
proprietorships with unpaid family workers.

TSyt

3.4 'Labor Absorption ‘in the Organized and Unorganizéd Seetdrs

Ihe large unorganiggd sector?is{fupthep proof Qf,?he»ﬁ

~ serious unemployment problem since it reflects the ;apgg_numbegp
of low pro@uctivity_yquepgﬁ;n Fge_gcongmy. ?ablej%9‘§gmm3r%fe§
the distribution.of employment between the organized and the
unorganized sectors in ‘some industries during the period 1961-71.
“The ‘total employmént ‘in domestic serVicesjis'cbnSideréd to be in
the unorganized sectér. After domestic services, commerce was
thébﬁbsfkbrédohiﬁghtly unorganized sector during the period
(81.8%f;;f61~gﬁéd’$y'§e§Sdﬁéiaé§fvféeéi(74.7%);”fhéh by transport,
storage and comitinication (71.1%). “From 1961:71, therd were! -
decreases in the percentage 'of those employed in ‘the unorganized
sectors in all these industrigs;exqept inv;ranspprt,w§tgrage and

communication.  The latter may be explained by the increased
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demand for road transport and the greater poss&bility of self-
employment in this sector._‘Tp further describ§~the extent of
employment iniyhe unoréanizgd sector, Tab1e320§gives a percentage
distribution b& industﬁy for‘thefyeébs,lQGl, lb67 and 1971.

Commerce accounted for the largest percentage,ffollowed by

1
¢

domestic services, then transport, storage and communication,
me , A

personal services, and finélly, community buﬁiness and re-

T

creational services. By 1571, there wae—seme slight shifts in raduhni

s . » - N . t : .
distribution away from commerce and personal services towards.
: ; . :

transport, storage and‘communication, gnd,com@unity, business and

'
'

recreational services. : : :

’A comparison oficash earnings‘in 1956 %nd 1973 will
indicate which industries éere characterized ﬁy relatively high
rates of unemployment. Table 21 gives us the?median cash earnings
for MayleSG and average cash earnings_for(MaY 1973. The two
industries whidﬁ:éXﬁéri;ﬂcéd'décfeases'in'reai cash earnings were
construction and domestic Sef;iéés. :Althbugh%real cash earnings
in government, community;’busiheés and recreaﬁional services, and
personal services did not show,aﬁy dec#ea§e, fhey increased by
very sm;ll magnitudes ccmpafed to thé other iﬁdustries. Therefore,
one can conclude that these fouf industries,;especially the first

two, have been depositorie$ of low productivify labor.
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TABLE 20 -

3h -

B
| -5 -
P § .

(1n percent)

i
i
|

e s

L3

' i » ? f! ' '
<7 L1 serviees Sector - 1961 - |- 1967 | 1971 - |
|+ Commerce ! 51.0 .| 6.2 48,3
:{;:T?ahsport, storage and .
+} . | communications .. 12.3 14,8 [ 15(6
':{iDbmestic seﬁvices : 25.2 27.2 25.4 :
| :Community, business and , : '
° recreational services 2.1 2.5 2.9 ;
APersoﬁal,servicesw. i 9.4 9.3 ..} ..7.8 o
. TOTAL | 100.0% | 100.0% | 100.0%
| | ,
Z'ﬁe;SOUééE: ' ILO, Sharing in ﬁeveiopmeﬁt, 1974, Table 30, .p. 179.
o o
:{ ) vl '! ' '
o /_,,. S S S S SO, - -
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4 ANALYSIS OF LABOR ABSORPTION IN THE PHILIPPINES DURING THE
PERIOD 1956 to 1973

“rm-The ‘extent of - factor employmént depends on the state:rof -
technology, ‘relative factor prices, the level of output and-
output mix. Technology may éonsfrain the extent to which'a facter
is employed in production. " However, in most cases, there is a
‘range of factor combinations one can choose from. Therefore,
relative factor prices tdgether with the level of output and its:
‘composition déetermine faCtorfemployment; In an economywhere
theré is surplus labor and”séarce capital, if the market ‘were
allowed to function freely; the prices of labor relative to capital
would 1léad to the choice of labor-intensive techniques.! The:
higher the level of output and-the greater the tendency for:the .
output mix~to be biased towards goods which use more labor than
capital then the higher ‘the labor absorption in the economy.; ::.
This'analysis indicates ‘the variables which may explain:the . . .-

extent of labor absorption.

4,1 Industrial Employment and Output : S LI

In the ‘absence of capital-data for different industries
"dﬁbiﬁg:theiperiod‘under study, we -shall attempt to describe.labor
absorption further by examining output in relation to employment.
Table 22 'gives the geometric grow%harate of empLoymentz(en),andﬁ
¥ ineore (Gy) and their ratio-(Gn/Gy)’whicﬁ)we shall call-employ--
ment-output coefficient. ~The period under study is divided into

- tWwo 'sub-periods,; 1956~68-dnd1971-73 as defined by the years with
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continuous BCSSH employment data. During the firét period,
construction had theshighéstugnfgy of 1.9 followed by transport-
utilities and services each registering a 9n/Gy’of 1.1, .
‘Manufacturing had the lowest Gn/Gy of 0.4.. For the second period,
agriculture. showed a dramatic.increase in Gn/GY from 0;§~t0,2.7~:
which was the highest. All the other industries'(?n/Gy/hs o
decreased: That of transport-utilities-became negative (-1.7):
and also that of manufacturing (-0.2). - Employment:in construction
had a zero growth rate but the  industry had the highest Gy of

. 24,0%. Services, on the average, experienced a decline in Gn/Gy
to .01. If we look at the Gn/Gy for the whole period 13856-73,..

we notice that the highest employment-output coefficient.:of:1.1
is observed for services (which is composed of government-
community-business and recreational services,.domestic services
and personal services). . Services.is followed by construction and
transport-utilities which both show a Gn/Gy of 1.0 then commerce:
with 0.8 followed by agriculture and mining with 0.7 each.

Manufacturing comes last with 0.3.

¢ : For the whole economy, the Gn/Gy increased:from 0.7 during
the period 1956-68"to 0.8 for the period 1971-73. _Usingithe bread
industry groupings of-agriculture, industry and:-services, only. -
agriculture :experienced an increase in the:coefficient from the
first period to the second as ‘indicated earlier,"wheréaé;!industry
and services both showed decreases. from 0.6 to 0.1 and from 0.8

to 0.3, respectively. ' If we look ‘at ‘the whole period of: 1956-73,
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i
serv1ces had the highest n/ y of almost 1.0 followed by

agrlculture w1th 0.7 and, flnally, 1ndustry w1th 0.5.

oo 3 ' o
;3{' Let us deflne labor 1nten51ty by the employment- output
4 e

ratlo whlch in the‘study wull be measured man years per thousand
v

pesos of‘output and compare ;ijlthnthenlncremental labor-output

ratlo for the perlod 1956~73&'ETable’2l:suumarizes'these ratios
L by 1ndustry All 1ndustr1es, ;1th the exceptlon of constructlon
and serv1ces had lower lncremental labor-output ratios as
compared to thelr labor 1nten51ty in 1956. Constructlon'hadAa 0.6
1ncremental 1abor-output ratlo as compared to 0.4 labor 1nten31ty
in 1956 whlle serv1ces’had an incremental labor—output ratlo of
0.4 as compared to. its labor lnten51ty of 0 3 in 1956 The other
1ndustr1es, namely, agriculture, mining, manufacturingjaud
commerce had lower'incrementalvlabor*output ratios relatfve to
labor 1ntens1ty 1n 1956 whlle the utllltles had the same ‘
1ncremental labo?—output ratio and labor 1nten31ty -Hence for

the perlod under\study, only construction and services 1mproved

thelr labor absorptlon per unlt of output. o h }

4,2 Analysis ofuLabor-Absorptioﬁ in Some Industries

We w1ll attempt to explaln the labor absorption experlence

in terms of the effect of 1ndustr1allzat10n policy measures on
d relatlve faptor prlces, the state of technology and some

~1nst1tutlonal con51deratlons.
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Employment 1n the agrlcultural sectoﬁ 1s domlnated'by élce
and corn farmlng eméloyment (See»Table-a). The teehndlogy -in- rlce
and corn agrlculture have been éenerally labor us1ng, and one can
fx ‘ {

speculate that there Was no substantlal‘départure;from the

tradltlonal agrlcultunal technology durlng the l950‘s and the;
Vo i '
lQGO's.! Theoextent-e§~cap&tal 1n%en31ty ----- xn.rxee and«eern-v»»j
, » ;
agrlculture maybe eﬁplalned by the‘extent_‘“ the coope#atlve move-
,; I ; l 1y - ; .

ment and the development and adoptlon of nem drop varmetles E

requlrlng new proportlons and types' of 1nput51 As of 1960 most
farms ranged from 1.7 to 5.6 hectares (exdept in theJdase of
suganlwhere it was 13 9 hectares)[lo Table 7, P 14] This nange.
of farm 31zes is not llkely to be w1dely meéhénlaed 1$—the.sense

t'

" A (
of u31ng tractors to plow and prepare the 5011 fertlllzer and
-‘l. -. . T

;nsectlclde sprayers, mechanlcal Weeders harvesters and threshers.

Mechanlzatlon of small-scale farmlng would be too expen81ve

x

. wlthout a cooperathe organlzatlon among farmers. Cooperatlves
ﬁ‘only started to get established in the 1970's. Attempts cf the

: government to form cooperatlves among farmers in the 1950's were

not successful The change in the structUre of land ownershlp
.I.

whlch was started 1n 1963 but gained momentum only in the latter
part of the 1960's may have made some 1andlords consolldate the1r

lands and farm them, most llkely with the | use of more modern

x % ‘

technology than what the‘farmerjtenantsvused.r However, thereﬁis

no reason to:believerthat farm owners tilling their land would
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1 ‘generally-ténd té bemore progressive than tenants. It-is, ..

therefore, very possible that the average agricultural technology

- .used. in ‘the Philippines would still be that of the traditional.

High yielding varieties of ficé aﬁd corn becéme méféLdis-
seminated in 1968.7: Their effects started to be felt after that.
These varieites need higher levels: of inputs than.the ordinary ones.

' They need :300% more fertilizers and. insecticides:and 50%. more labor,
especially, for. weeding purposes.. In-effect, they do not .constitute
acirronly’a new seedivariety but:also a whole different way of farming
2t fnom the traditional,: therefore, any change' in capital intensity
would: not manifest. itself as part of the new technology-but.as an
effect of the.modernization of agricultural practices which would

likely spill over to the use of more modern agricultural. implements.

ju.v. . Coconut. farming which accounts for the next largest propor-
_aav tion of ‘agricultural employment continues to be traditipnal in its
vtechniques. ~ In a 19866 survey of 12 provinces, it was: found out
that: coconut farmers were unenthusiastic .about management.practices
which. were likely.ta improve productivity [6, pp. 23-2u4]. Sugar
farming and forestry ‘and logging are two agricultural activities
,.which ave relatively capital-intensive. - It is very likely that
there was no dramatic change 'in their technology during the period
. under-study.: The same .can be said for tobaccobfarming though it
has been found that the farmers in this activity have been known

to respond very strongly to economic incentives. Livestock
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production on & commercial scale ‘i's relatively modern.and likely
“'to ‘be - capital intensive compared to backyard scale of production.
"The:gfowth of 1livestock production, however, is.more of a recent

__phenomenon starting only. in the 1960's.

'On the average, the technology in agriculture 'seemsto
‘indicate that it would still ‘rémain traditionalrather than: -
' méchanized or moderh. However, ‘the serious:encouragement. by the
government of cooperatives and credit facilities for:farmers
"l together with land-reform in the 1970's ‘may. increase mechanization
“’-op capital intensity-in the farm. ~For the period under study, the
‘continuous high labor absorption in agriculture. is:partly' .-
i explained by thé slow modernization of technology used in

- aéficﬁlfufél'pfbduCtion."‘

" Agritultural produc**—ity may beiexplained by different
;pattérns of agricultural resource ‘use-before 1960 and after 1960.
i 1n the first pericd, the increase in agricultural productivity
was mainly caused by the increase-in land area placed under
'“cultiQation. However, ‘after 1960, cultivated area per worker
' gtarted to decrease and the continuous increase inragricultural

" productivity (whether medsured by output minus:input or output

VU per 'héctdre per worker or output per worker):was caused by..

7 ‘multipie ‘cropping, ‘increase in irrigation, and increased use of

TNfettilizer [11, ‘Table 85, p. u431.
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+. . One must be careful about making generadlizations regarding
the extent of mechanization in agriculture or, in general, the
pattern.of agricultural resource use.: Regions would differ by
crop and also by technique of;ppoduction.-,Evidences~gathered in
surveys of rice production:do not-unequivocally: show that-

- mechanization would lead to labor displacement: : {See:review of

~ surveys done:in this area in [1l, pp- 525-5311).

The increase in labor absorptlon in the agrlcultural sector

may be explalned not only by tne contlnuous 1ncrease in agrlcul—

L .
RRNATH

'tural product1v1ty based on act1v1t1es whlch make use of more
.labor 1nputs but also a llkely effect of the agrarlan reform which
has been glven addltlonal 1mpetus\from the late 1960'3 through the
1970's. It is very possible that farmers' income increased as a
result of agrarian reform, spe01flcally, formerptenants who are
now farm. owners, i.e., amortizing owners.. -In a computation made
by the ILO study (1974): for- share tenants, their increase.in income
-as’ prepresented by: thei-improvement of the present value:of their
income .stream is 84% (at 20% discount-rate) [11,:pp. 487-u88].
This -improvement in income: isiobtained through:the lower payments
- to-landowners during the: period- of. amortization.:; There is 3lso

an expected change in the land-owners' 1ncome as a result of land

reform Both changes would 1mply a reductlop in 1ncome 1nequa11ty
1‘ K
in the rural sector whlch.ln turn would llkely have demand effects

TRt

'to the extent that these two groups have dlfferent demand

functions, i.e., the landowners tend to purchase products which
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v apg. more urban based:and:likely to be more capital-intensive

“whereag tenant farmers: demand productsé:which are more:rural:i

“based*ahd more labor-intensive.: Hence| land reform may:betexpected

I to. improve -employment. . The increase in farm income will also

encourage an- increase in“demand for rural based products-which will
‘v irerease nonagricultural activities.and employment. . A’ studyriof
labor absorption in nonagricultural activities in Nueva.Ecija by
Arthur Gibb (1972) c1tes the increase 1n demand for good and

serv1ces w1th increase 1n farm income. New off-farm and nonfarm

. P . - [ [

jObS reported by farm household members 1ncluded wcrk as trlcycle
and jeepney drlvers agrlcultural laborers, dressmakers, store—

R
)

keepers, retallers and others [ll pp. 509- 510]

T

4.2.2 Manufacturing

[

;. Manufacturing has been the most favored sector:of the:

- economy by the govermment's industrialization policy measures

" after the Second Werld War. ' A review. therefore of the:policy
measures to pursue industrialization during this period would

- explain to a great ektent: theidevelopment of the manufacturing
‘'sector-and that of othér sectors of: the economy-sv As ‘a result of

S

: fﬁgThe'subsequEndeiscussiohidbaws heavily from J. Power
and G. Sicat, The Philippines, Industrialization and Trade
“Policies (pért of a series oniindustry .and trade in some
developlng countrles) OECD, London' Oxford University Press,
1971 0 . P R N DAL 595 SLNNITS M SR TN ST S
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the balance. of payments:problems besetting the economy after:the’-
Second World War, a system of impért and foreign exchange controls
were initiated and made: effective’ in 1950. These controls.
restricted the importation:of consumer goods and provided for
liberal importation of capital goods,  intermediate goods. and raw
materials. _The strategy of import-substitution by protecting '
the domestic market through highly priced competitive imports and’
relatively. lower-cost of;domestic. production as a result .of cheap
importation of:inputs-became .the principalipolicy:instrument to
promote industrialization starting in the 1950's. As a result - ‘-
of that, manufacturing became a leading sector with output growing
at .an annual average of 12.3% from 1950-56. However, its growth:-

started to taper off after 1956.

By the late 1950's, the domestic market was staffihé}toty.
impose a limitation on the expansion.of the manufacturing sector.
In addition there was a. continuous dependence of the manufacturing
sector on.imports.which .strained the balance of payments. - The'
foreign exchange earning primary: sector: was neglected by the
government. and discouraged by ithe overvalued foreign exchange rate.
Since no further tightening of .import controls on non-essentials -
was possible without -affecting the output of manufacturing, the '
government decided to devalue and:initiate a gradusl decontrol
program -in- 1960: which: was: finally: completed in:1962." ~Howewer,
the manufagturing sector continued its import substitution develop-

ment. It continued to perform badly in.the 1960's: with' an



output-growth-which averaged only 5% and this may be explained by

the, centinuation of the same problem which beset the sector by the
latter part of the 1950's. " The former controls were placed by the
highly protective Tariff Law of 1957 (which was furtheép revised
during the period 1961-65).wifh protective capabilities i‘that"
approximate those of -the exchange controls of thé 1950's.  Hence,
it, has a similar bias in favor 'of the:'manufacturing sector and
capital intensity. The manufacturing sector became a lagging
sector ;during this decade,:unable to create backward ‘intégration
mdmdwﬂwe@wBUTMsmym@wmh&emﬂaﬁmehmg
from the expansion of the money: supply before the 1969 November
election led to.another foreign exchange ¢risis: “The government
decided to devalue in 1970 but once more without any substantigl

trade liberalization.

Another government industrialization policy is ‘the use of
tax incentives to encourage the growth of particuldr industries. -
Immediately after.1946, a.law was passed exempting new and
necessary industries from the payment of internal revenue taxes
during the: first four years of organization. -This was followed
by a more generous tax exemption law in 1953, then by the Basic
Industries Act: in'.1961." The most. comprehensive :¥aw encouraging
particular industries: (the Investment Incentives Act) was’ passed in
1967. It granted new tax idncentives to industries- that qualified
as "pioneer' and/or;''preferred.! ‘-Fon the first time also, the satie
law explieitly granted incentives for: exports which no previous

tax incentive legislation did.
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The Board of: Investment (BOI) was; created to implement

- this Investment Incentives Act:: BOI's:role of establishing :

priorities for industries that. export, which®are. labor;intensive,
@x%igig%se a high:proportion of domestic materialsy :and- (byithe .
+197Q's) are:regionally-dispersed in.effect counter:the relative
«i7factor.price distortion resulting from: the tariff-systemiand: .
.« import: controls.: The:performance of the BOI'in suecessfully: .
i accomplishing these~objectives: is limited by-the:extent:of:
= conitvadictions :among . these different.goals, :The encouragement of
labor=intensive industries is only one of:-its.geals. In: a study
by-Neriega 15, -pp.: 114-125] which assessee thesperformance ‘of
the:investment ‘priority plans for the first fiwé yeaps of -their
existence based:on' aiset:of investment ciiteria;- such.as;:

commercial profitability, backward llnkage effect forward linkage
H:ettegt.%beiae;ea;fi;;yments/capltal effect and labor 1nten31ty, it
Ggeqfot;d?;ut.thetithe 1ndustr1es 1ncluded or reglstered w1th the
vaﬁéi'ﬂéé an average‘legzrwt;ten81ty (deflned as labot;outpet retlo)
wof 1. l or greatetvtg;; unlty ratle‘beffofﬁ;ece. In the case of
the export prlorlty él;ﬁs for theaft;stjthfee years,vthe average

labor intensity for all industries came to l 13 If we were to
compare .this .with .the:labor intensity din Table:2l; .we would
consider the BOI registered firms:with labor-output ratios ofl
+hassgood.: -However, this ratio may not:.be high: enough if one
really wants to.put priority. on:laber absowptdon..i: .- : .-y

O BT I B D S ERE A
S :



'+ -An’analysis of the BOI incentives done by the ILO Report

estimated the total fiscal incentives benefits accruing-to indus-
‘tries registered with the BOI [11l, pp. 611-621]. It was found
out that the relatively capital-intensive industries were getting
the major poriton:of total benefits and the:industries registered
with:the BOI were concentrated inithe pvelatively large firms. The
bias toward large firms indicatés a bias toward capital intensity
and inefficiency in.capital use as indicated by the 'strong positive
correlation between size and ‘capital intensity (as measured by
“the ratio of fixed assets to employment)g'andea strong ‘negative
correlation between capital intensity and capital productivity
[li, p. 616]. Based.on these findings, thé“BOI has not been -
successful in encouraging labor-intensive industries. i

R 7 a .'\'t.,“.’,‘

There was an attempt to ettmulate employment byupermlttlng
the deductlon (not to exceed 25% of export revenue) of the coet
vof direct labor and local raw materlals utlllzed in the manufacture
‘of export products from taxable 1ncome. However, there has been
no study of the extent to whlch thls partlcular 1ncent1ve has.

SR O TS

encouraged employment.

It seemsfthat»government dattempts to industrialize up to
the present continue to distort relative factor prices in favor
of capital-using technology.  So far, three main-policy instruments
adopted by the govermment to pursueindustrialization has.been

discussed, namely, import and exchange controls, tariffs, and tax
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incentives. These encouraged the development of assembly type: -
manufacturing which depended on foreign exchange to finance its
importation of capital goods, semi-processed parts and raw
materials and did not enable the ‘sector to continue its fast
‘growth beyond the 1950's. The sources of foreign exchange .carnipgs
were traditional exports whose deveélopment werg not given attention
--until the . late 1960's.  Hence, without backward . .integration within
the manufacturing sector and significant export of manufactured

: goods,.any stagnation in the traditional exports.would slow ‘down
manufacturing growth. On the whole, these.policy instruments
favored. capital-intensive techniques over:labor intensive ones.

In addition, the relative factor prices.were further distorted by
preferential ‘lending practices of govermment financial institu--

tions favoring particular industries.:

Bautista examined the pattern of employment in the

manufacturing sector by establishment size for two post war sub-

S e

periods when contrasting economic M wefe ‘a;dc;fJ';ted, i,e.,
before décontrol in 1962 and post :control period up.to-1966 [1].
.He found-a wide variation of employment. generatign:er -loss amaong
manufacturing industries byiestabiishment‘size.deuring»these-two
spériods there was evidenée that the-composition of .organized
manufacturing (those establishments with at legstvshemp;oxgggvgr
more) shifted towards less labor-using industries and.large

establishments whose labor absorptive capacity had decreased.

On the other hand, the employment generation in small scale
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manufacturing increased dramatically with the lifting ef controls
as a result of the higher rate of output growth and technical

change towards greater labor use. Therefore, although it was
earlier said that there was basically no change in the protective

policy of the government towards import substitution, both during

". the period of impaqrt and foreign exchange controls and after

‘decontrol, we cannot unequivocally say that the same labor absorp-

tion.oceurred in manufacturing employment during these two periods.
Bautista found a slight decrease of labor absorption in.the ...~
organized manufacturing sector as a result of the gredter share of
large establishment.. .Whatever employment growth gained by the.
growth of small-scale manufacturing industries during the period
of tariff controls must have been offset by the encouragement of

large scale manufacturing establishments as a result of the BOI

. . 7
incentives.

4,2.3 Construction

i Construction is a sector with very good: possibilities for
iabor absorption in addition to:its high backward linkage effect.
Construction activity fluctuated during the period under study.

The growth rate of its value-added was increasing during the: first

7See Table 5-0f [1], (1973), p. 23:
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half, of: the:1960's, almost became constant;in;the_lattepvhalf,then
started to pick up again.in the. 1970's mainly due to government.

+.construction [11, pp.. 191-183]. _Construction activity.dis highly
seasonal.. It is a sector where a~high-proportionvoﬁvlowwskill

- manpower can be.employed. .In 1971,,89%»of the industry's. total
employment werehmanual ~workers and craftsmen [11, p.ql9H]»»~In
addition, there is. a high percentage of wage and salary workers in
construction. Construction has increasingly become more capital-
1nten51ve and import intensive. The investment in durable equip-
ment grew annually by 256 in the 1960‘5 (at current prlces),
whereas, the growth of ccnstructlon output anounted to onlj 9%
whlle that of labor 1nputs was 60.[11 pp. 196- 197] The increase
of capltal 1nten51ty in constructlon may have been ‘caused not only

by changes in the prlce of common laborers relatlve to lmported
capltal equlpment but also by the comp051t10nal changes in the N

output of the government lnfrastructure program w1th the increase

in the relatlve lmportance of expendltures on hlghways and tele—

communlcatlons Wthh are relatlvely less labor—lnten51ve
febinnhiens REERS IS SRS R e

[ll, p. 197]

E i AL »"x s .h'. B ' S ~ PSR RS SR

There has been an attempt on the part of the government to
Clews myeg

1ncrease the labor absorptlon oF government constructlon. For

£
S

xample a commlttee ‘was created in 1972 to study labor—lnten31ve

ks i

SIUNTE MRV I R

Rt A ; SR ,'-c

constructlon methods. However there are some factors whloh may

R} NEIEEE T
SR

prevent the use of labor-lnten51ve technlques in government

o e

constructlon such as the attltudes of englneers and consultants
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“whose’ training prédisposes them to use more capital-intensive
techniqués, the attitndes of external donors who express’GOncern
over the productivity of their” investment by specifying the use of
most modern’ meéthods which tendfto be more import ‘and capital-:
intensive, the lack of data to evaluate the comparative advantages
of different factor intensity in construction} and,’ lastlyy
 managerial inefficiencies in the conStruction projects of the - -

government ‘[11, pp.' 202-2037.

There was a rapld 1ncrease in government's share 1n the
constructlon 1ndustry In the flrst half of the 1960'3,
residential and nonre31dent1al constructlon grew at an annual

growth rate of 21 7% and 18 9% respectlvely, as compared to 5. 1%

_____

for government.» Thls trend was reversed in the second half of the
decade when government constructlon grew at an average annual rate

of 2l l% as compared to L. 2 and 1. 2% for re81dent1al and non—

re51dent1a1 constructlon.u When the annual growth rate is averaged

for the whole decade of the 1960'5, government constructlon had

R

the highest growth rate of 14.0% followed by 12 O% for re31dent1al

and 8.5% for the nonresidential construction [7, Table 8 p. ll]

Fpg Ty SR I R P . e g

To what extent has constructlon played a sxmllar role as.

10 v

serv1ces or the tertlary sector° As a dep051tory of low product—
JEEIMES S U

1v1ty labor from both the rural and the urban sectors we w1ll

i

expect'tqohtypes%of workers 1n constructlon:_ temporary workers who

. oy
G ‘|

use the constructlon Job as a stepplng stone to more permanent jobs

AT [ ‘i Eab R S WA K D
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in other sectors and seasonal workers who find employment. in
construction during the agricultural slack period.. Preliminary, .
results of a study,hy Stretton on. employment in the building
industry in Greater Manila are still not comclusive on the . ..
dominant role of the industry [18],. However, initial findings ..
..show; the indystry. to be .both: a depository of migrants attracted
to the city who.are unable to find jobs in other sectors and also
an. industry which attracts migrants.to come to the city for higher
jenqwmopejsecure employment than.those found in nonurbap; areas.

L resi N UTINLETI A P T T N SO S AL
4.3 Other Factors Influencing Labor Absonption St e

The general state of technology would also explaln partly

the labor absorptlon in the economy dumlng the perlod under study

st
. L

Being a latecomer in the development scene is both an advantage

and a dlsadvantage° It is an advantage'beceuseythe country ﬁgélé
w1der range of technology to choose féonﬂehlch lt &ld’not have to
develop on its own. However, this turns into a dlsadvantage to

the extent that the societies which developed the:available range
of technology are of factor proportions which are unlike that of
the Philippines.. Most of the presently ;developed countri¢s.have
‘scarce labor .and, therefore, tend ta develop capital-using ;.- .

technology. As a result, the Philippines has. to choose.among

relatively capital-intensive types of technology.



‘The choice is further limited by the Philippine colonial

experience. The colonial mentality of the people resulting from
this experience is Further reinforced by the training ofvlocal
techniciénS'in‘developed countries which has made them more
incliaed to employ these countries' technology. In addition, the
continuation of numerous aid and trade agreements tend to stipulate
the use of “technology available in the donor countries, which are
mastly”developed’Countries. 'All these arébaggravéted by the lack
of encouragement of the development of indigenous technology which
would suit the factor proportions in the Philippines. However,
even when it is possiblé ‘to use a relatively less capital-
inteng%veitechnique, there is the consideration gf higher cost

and incopveniéncgﬂof»maintainingqu older technology though it
migﬁt give aﬁ édditional benefit in terms of higher labor
absopptipn; Often times too, subsidiaries of multinational
qqrﬁéréfions:speéify condi;ionslconcerning prodpgtiqn tgg@qiqugs}

to be used.,

Theé rigidity of production coefficients may not only be
contrained by technology but also the availability of other factor
inputs in addition to capital. “It is possible that thevre are also
ecarcitiés of 'some ‘manpower skills ‘which would therefore constrain

the choice of techniques.
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The level and ‘composition of demand in the economy. as
defined by the  distribution of income would also explain labor
absorption to some extént. “-Certain income'levels would tend ‘to
consume partlcular commodltles which tend to be produced by
relatlvely capltal—lnten51ve technlques rather than labor-
1nten31ve technlques and vice Ve»sa for the commodltles mostly
' consumed by other lncome levels. An income dlstrlbutlon whlch
.results in a low demand for products Wthh are produced by
relatlvely labor-lnten31ve technlques would partly prevent growth

e

of labor absorptlon 1n the economy One of the reasons for
Gt sodnd

advocatlng a more equltable dlstrlbutlon of income is to 1ncrease

1ncome of the lower income classes, thereby 1ncrea51ng thelr

Yol D

demand for wage goods and services whlch tend to be produced by ‘
small and medlum scale es+abldsnments using relatlvely labor—
1nten31ve technlques The Phlllpplnes is characterlzed by a
relatlvely unequal dlstrlbutlon of 1ncome as descrlbed by an

average Glnl Ratlo of SO in the decade of the 1960'3 [13 Table l,

p. 101.

Other distortions’ in relative factor prices may come from
institutional efférts of both the govérnment and labor tunions to
increasei{he‘welfare°of labor. The Philippines has-a seriés of -
labor legislation which may be interpreted ‘as raising thé cost 6f"
labor to émployers. Examples are'the minimum wagée law:(1951,

1963 and 1970), the 'Government Service Insurance System Act (1951),

the Woman and Child Labor Law (1952), Industrial Peace Act (1953),



Blue Sunday-Law (1953); Social Security Act (1954) .and many others.

After the imposition of martial law in 1972,.4l1 labor legislation

has since been incorporated :in the Liabor Code.:

The effect of this labor leglslatlon on relatlvevfactor
prlces depends on the actual enforcement of the varlous rullngs
whlch 1s a functlon of the v1g1lance of law enforcement‘agen01es and
whether most members of the labor force beneflt from thls leg;slatlon
and would not tolerate noncompllance on the part of employers. lt
is of 1nterest to note that most of these laws apply to condltlons
of employment and therefore do not cover members of the lahor force
who are not employed leen the hlgh unemployment rate the un-'
employed 1nd1v1duals who have no other alternatlve source of 1ncome

3L H A

would con31der landlng a ]ob the most cruc1al thlng and the condl-

i .;.. <

i

txons of employment only of secondaryvconcern. It has been known
that many 1nd1v1duals who are Dald less than the minimum wage
consent to 31gn vouchers attestlng to thelr rece1v1ng the minimum
'wage. The need for government flat to establish a minimum wage
implies the absence of economic conditions sufficient to insure that
members. of  the labor . force who find employment at.least earn
enough;:to maintain. an acceptable level of subsistence.. The high
unemployment and underemployment .which make for a loose labor
market force the members of the . labor force.to acgcept jobs. :
requiring less skills then what-they have-and to take. jobs for .. ;

less: pay than;the minimum wage yate. . Given, the.loose labor
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market and the shortage of personnel and funds of the Department
of Labor which is respon31ble for the enforcement of labor
leglslatlon,8 a distortion of relatlve factor prlces dlscouraglng

labor—lnten31ve technlques resultlng from thls leg1slatlon is

doubtful o

Howeveri, it is likely for employers to consider the: increase
in labor cost resulting from this labor legislation.before they
undertake production..or before they choose the technique to use.
Therefore, these laws do;bias the choice of technology away. from

labor-lnten81ve productlon technlques. Also, labor unions are

yyyyy

llkely agents for enfor01ng labor leglslatlon in addltlon to the
Department of Labor. A mllltant labor unlon in an establlshment

may effectlvely pressure the employer to comply w1th at least the

SEC, oy

labor laws But the effect1v1ty of labor unions in thls role is

ey .
SRS e D d

'llmlted by the extent of labor unionism among the employed whlch

S '_.r'v.b . _‘ 4

was estlmated by the Department of Labor OfflClalS to be around
10% of the labor force or about l 2 mllllon unlon members in 1971

[17 p 54] The regulatlon of labor unions' rlght to strlkev

after the 1mp081t10n of martlal law further weakens labor s'

T

bargalnlng power.

8For an appraisal of the Department of Labor's effectivity
in the enforcement of labor legislation, see U.S. Department of
Labor, Labor Law and Practice in the Philippines, 1972, pp. 36-
38.
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SUMMARY-

o )l

The survey data show that between 1956 73 the labor force

Ceis LA

1ncreased on the average at 2 66 and employment at 3 1% per year.

The unemployed averaged 7 4% of the labor force but underemployment

and the relative share of unpaid family workers among the employed

- continued:to be large. - There was a substantial increase in the

‘services''sector employment; especially in relation to sectoral

-~income ;- which suggests that the services: oritertiary. sector was

"becoming the depository of disguised unemployment. © . ... :a"

i

€y b ey

Desplte the exten51ve a331stance glven to 1ndustr1allzatlon

' v1a 1mport and exchange controls, tarlffs, tax 1ncent1ves and

e N i . PG it

banklng pollcles, employment generatlon in 1ndustry was dlsapp01nt-

_1
FOEN . -

ing. Thls was caused by the pollc1es' blas in favor of capltal-

RIS ‘.,: r, g i . ;

1nten31ve 1ndustr1es, capltal-lnten31ve techniques, and in general
A . . “ e TP

.1n promotlng 1neff1c1en01es and low capac1ty operatlons. Other

e vie v P P

reasons for the 1nsuff1c1ent labor absorptlon were the hlghly

unequal 1ncome dlstrlbutlon whlch llmlted the growth of aggregate

ih 3.

demand and the 517e of the market for many 1ndustr1al products,

l

colonlal mentallty, and labor leglslatlon tendlng to ralse the

cost of 1labor.
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“;tiff If the mater;al welfare»of-labor prods employment

generatlon by lndustrlallzatlon, w1th all the more reason does

it motivate the concern for just and beneflclal labor legisla-

tlon. Mlnlmum wage and sxm;lar measures tend admlttedly to

discourage labor absorption;» however, 51nce they also 1ncrease

v

the worker s remuneration fbom employment, such meéasures should

not be subject to pollcy manipulatlon for increasing employment. ”
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