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INCOME INEQUALITY IN THE PHILIPPINES :
A DECOMPOSITION ANALYSIS#*

Mahar Mangahas**

1.0 Introduction

]
) , -
(ét the national level of aggregation, the degree

of income inequality in the Philippines has been high and

unchanging over the past two decades.> This holds for

several measures of inequality, including the Gini ratio,

which is the measure selected for analysis here. 1 This
study seeks a better understanding of this phenomenon by
means of decomﬁositions of the Gini ratio according to

certain sets f@r which published data exist.

The fiLlowing section discusses preliminary hypo-

theses, some of which are tested later on. Next is a

methodological portion containing the basic decomposition

'*This study was supported by the International
The computer programming was done by

Labor Organization.
Eduardo Gamboa. The following persons provided research
assistance at one time cr another during the project:
Elizabeth Bahena, Virginia Holazo, Isabelita Manalansan
and Leonardo Sta. Romana III,

&R
Associate Professor of Econemics, University

of the Philippines.

figures using alternative measures -
Y in the Philippines, see Mangahas

¢ Journal, 1973).

) ngr sumnary fi
of income inequalit
(Philippine Economi




formula for the Gini ratio. The formula is then
applied to the Philippine déta, and‘the results are

intefpreted. -

2.0 Preliminary Hypqtheses

2.1 Demographic Factors

It seems useful to consider sets defined according
to demographic characteristics, locational criteria, and
economic criteria. In the first place, there is an un-

2 degree of income inequality due to:

avoidable migimum
the variation across families of (a) the age of the head

of the fami (as well as other income recipients),

(b) the num erf persoﬁs per family, and (c).the sex
composition of those who are employed. In the Philippines,
family incoﬁe»increases with the age of the family head,
peaking out in age group 55-64, and declining at higher

ag_es.3 At the same. time, incomes are usually more unequal

‘ MZAn estimate of this would put a useful lower
bound 6n any income inequality measure. For arguments
against the use of unrealistic standards of either perfect:-
equality or perfect inequality, see Bowen (1970) and Garvy
(1952). Staehle (1937) once proposed a measure which
would put inequality at its worst level as soon as half.
~of the families have no income at all.

;-SSee Encarnacion (1974).
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within older families than within younger families,

With the high rate cf population growth in the Philippines,
the distribution of the population according to age tends
to get concentrated more and more towards younger families.,
This both tends to lower the overall average income per
family, and decreases the measured overall state of income

inequality,

The number of persons per family is to a large _
extent related to the age of the head of the family.
There also tend to be more workers per family as the
size of familyiincrea3e5.4 Hoﬁever, asythe family size
rises, the incpease in the dependency ratio more than
offsets the inlrease in the number of workers per family.
The proportion below a constructed Philippine poverty
line is very clearly greater for larger sized families
thap for smaller sized families.s Wages of women tend
to be both lower thQQ and more unequally distributed than

6

wages of men., Thus, if the proportion of women among

4See Mangahas, "Family Size As a Determinant of
Family Expenditure," in Kintanar et al. (1974).

5See Abrera (1974).

6See Encarnacion, op. cit., and Schultz (1969).




the employed rises over time, the tendency will be a
lowering of overall average incomes and an increase in

income inequality.

The second consideration is geographic. This

is useful whether or not the between-region inequalities
are large, since policy-makers are interested in the
economic welfare of separate regions qua regions. The
economic and demcgraphic considerations for determining
the sets of deccmposition can be'applied at the regional
level as well as at the natiénal level, provided data

#
are available in sufficient detail.

i
2. 2{ Product Markets

The economic factors are either related to the

structure of demand for products, or they are related

to factor markets. Under the first grouping fall decom-
positions according to value-added sector, sectof of
employment and to some extent occupation. Here interest
has focused on the agricultutal as opposed to non-
agricultural sectors. According to Engel's Law, the
share of the agricultural sector, whether expressed in

terms .of proportion of value-added or proportion of

employment, will fall as per capita income rises.




Typically, the agricultural sector is internally more
equal than the other sectors, and it tends to have low
family income levels. Thus the operation of Engel's

Law tends to worsen income.inequality since it increases
thc importance of the relatively unequal sector and also
raises the "differential" between this sector and the
ggricultural sector: It is this scenario which explains
the upward sloping portion of the inverted-U profile of
income inequality charted against "level of development,"
variously represented as per capita GDP, the proportion
of value-addedgin agriculture, and the propoftion of

employment in §griculture.

KuzneJL' general hypothesis that income inequality
gets worse before it gets better stands up most clearly in
inter-country comparisons.7 Most recently, Paukert (1973)
has studied a cross-section of income distributions in
56 countries for approximately 1965. The Gini ratio in
this set ranges from .26 (South Korea) to .64 (Gabon).

His general findings were: (a) There is an extremely

gradual downward trend in income inequality. In many cases

no discernible change takes place within the span of a few

7See Kravis (1960) and Williamson (1965).



decades. (b) The LDC's are in general less equal.

The rich in such ccuntries are very rich, and their
income differential from the poor is very wide. The
poor on the other hand are very poor in an absolute
sense, and are very equai among themselves. (c) There
is a clear cross-sectional inverted-U relationship
between income inequality and per capita Gross Domestic
Product, with the peak in inequality occugﬁng in the

range of $200-$500 per capita GDP.

Figuge 18 portrays Gini ratios in seven Asian
countries against their GDP per capita, in 1965. It
indicatesa pﬁttern of rising income inequality and GDP
per capita that might be interpreted as the rising
portion of Kuznet's inverted-U pattern. This is more
apparent when the observation for South Korea is treated
as an outlier. The Gini ratio in South Korea reportedly
rose from .26 in 1966 to .36 in 1970, thus indicating
that the 1970 point for South Korea would be more in

line with the general pattern of the other countries.

81n this figure, the GDP pertain to 1965 and are
from Paukert (1973). The Gini ratics are taken from
Table 1, for the year closest to 1965. In the case of
Sri Lanka, the Gini ratio is plotted at .47, the mid-
point of the two estimates for 1963.



" PIGURE 1

Gini Ratios Against GDP per Capita in Selected
Asian Countries, 1965
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Others maintain that there is no regular time
pattern of income inequality corresponding to the level

of development.9

Oshima has cited Thailand and Burma
as LDC's with only moderate inequality, on account of
having a negligible‘urban sector and no extensive
concentration cf land ownership (1962); his more recent
study of several Asian countries also leads him to

conclude that growing inequality in the early stages

of economic ggowth is not inevitable (1970).

UsinggThai cross-sectional evidence, McLeary
(1972) has fqund that income inequality is more even in
the more devz:oped areas (Bangkok-Thonburi), and gets
progressively worse as one looks at other towns and
villages (Table 2). Between 1963 and 1969 the gap
between areas did widen, but inequality did not get
worse within the more developed areas. The Gini ratios
for the metropolis and for towns remained more or less
unchanged, but rose substantially in villages, from .43

to .51.

9For evidence in Puerto Rico, Argentina and
Mexico at variance with Kuznets' hypothesis, see Weisskoff
(1970).



The decomposition analysis on Philippine income
inequality presented in this paper ccmes to a similar
conclusion: for data disaggregated by area of urbani-
zation, region, and main source of income, there does
not appear to be a clear felationship between level of
income inequality and average family income. This
Supports the view taken by the 1973 ILO Employment Mission
to the Philippines (1974) .10

The meager time series data on income inequality
in the Asian ;egion (Table 1) do not show a consistent
pattern. Impycvements in income equality have occurred
in Taiwan andiin Sri Lanka, and to a small extent in
Pakistan. I Sri Lanka, Rasaputram (1972) reports that
the Gini Ratio on income receivers fell from .50 (1953)

to .49 (1963) and further to only .34 (1970).11 In the

10This view is also given indirect support by a
recent study of Paukert et al. (1974). Running an
input-output simulation model of the Philippine economy
through numerous alternative assumptions on the distri-
bution of income, they find a very small trade-off between
equality and growth.- N Aot

11Part of the improvement is attributed to the

Green Revolution, because of which the income share of
rural households rose between 1963 and 1970. Government
welfare expenditures have also played a prominent role,
however. Between 1957 and 1970, such expenditures rose
from 42% to 49% of total government expenditures, and
from 13% to 16% of the Ceylon GNP.




TABLE _ _.L' « GINI RATIOS IN STiLCTED ASIAM OCUNTRIES

Ging
Country Year Ratio Source
Bangladesh ‘ 1963 /6% .36 800
Burma 1988 .38 Paykert
Taiwvan 1953 .35 Soo
- 1965 .32 Soo
India 1983/5% -4 Sot
1856757 .33 Paukert
a961i/8% NE Soz
South Korea 1986 .26 Soc, Paukert
| 1970 .26 Soo
Malaysia (West) 1957/¢8 (43 Soo
5 3 Paukert
T 1987/63 .51 Sos
Pakistan § 1964766 .37 Soo, Paukert
< 1976/72 ' .33 Soc
Phﬂiggines f 1962 .50 This srudy
1365 :51 This study
i97) 89 This stuwdy
Sri Lanka 1983 Jus - Sco
RN Paukert
.80 Rasaputram
1963 %5 Soo
G ' Rasaputram
870 <3 Rasaputram
Thailand 1962/¢3 .50 Soo
‘ . B Mclieary
1968/6% .58 McCleary

SOURCES: Soo (1974): Paukers (1373}, McCleary (1972), Rasapurram (1972).

- 10 -
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TABLE 2. Gini Ratios for Cash Income in Thailand,
196 a

1962/63 and 1968/69
1962/63 1968/69
All Thailand .48 239
Bangkok-Thonburi .41 .40
Towns § .42 .43
Villages ,; .43 .51

4
!
f

Source: McCleary (1972).
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Philippines there has been no change in the aggregate.
In India, South Korea, (West) Malaysia, and Thailand,
income inequality appears to have widened. We may

note that inequality has éhanged in opposite directions

in the two most rapidly growing areas (Taiwan and South

Korea).

A;E?é Factor Markets

We turn next from product markets to factor

markets. Gengrally speaking, some decompesitions will
pertain to ingome fro,/iéﬁﬂl» while others will pertain

to income froffﬁiopertx. With respect to labor, the

. decompositio of major interest refer to (aj'the employed

vs. the unemployed; and (b) the level of formal education
acquired. One categorization possible for those employed
refers to the amount of time worked per week. Incomes

are generally greater the greater the working time, and .
income inequality therefore narrows as-the dispersion of !
hours worked across those employed decreases.z/fﬁ; employed
can also be categorized into those self-employed and those
employed by others, incomes being generally greater among

the latter. With development, it is expected that the
proportion employed by others will rise over time (this is

part of Kuznet's explanation for income inequality even-
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tually turﬁing.down.) 'However, eloser examination of

the self-employed reveals that the income d1str1but10n

is blmodal the left -hand peak pertains to incomes of the
poor, of peddlers, artlsans, farmers, etc., while the
right-hand peak pertalns to property owners, entrepreneurs,
etc. The latter group figures agaln in the decompositions
pertinent to the sharing q/éjﬁtome from property. Thus

the inequality among those employed by others is smaller
than the inequality among those Eelf -employed, and develop-
ment w111 tend %o decrease the ‘weight of the latter more

unequal group.

Secondi@ /};ﬁ%i can be categorized according to

degree of formal educatlon. Income of course, increases
with the extent of educatlon acqulred and 1nequa11ty is
worse when the dlstrlbutlon of formal educat1on is unequal.
Incomes from prOperty are generally greater than incomes
from labor. Thus overall income 1nequa11ty 1s worsened

as the share of 1ncome from property increases, and, other

thlngs equal, as the rate of profit rises relative to the

12 Both Encarnac1on (1974) and Adelman & Morris
(1971) have found this to be a varlable of great expla-
natory power. .
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real wage. The weight of property is also affected to
some extent By the number of independent entrepreneurs,

rtion of such indi- -

the expectat}on being that the pro
viduals will fall over time.1§ ‘Inéquality within incomes
from prdpert} is determined basically by inequality in .

the distriﬁution of propefty;14v

Finally, those receiving income from either labor

or property might be distinguished from those receiving

income in the way of transfers. Such recipients are

B usually in the poorest class and thus equality is improved

as the scale of transfer payments expands.15
' )

16

3.0 Decomposj;ion of the Gini Ratio

3.1 ‘é‘he Decomposition Formula

«Q)(}n recent approaches to the measurement of the
contributions of subsectors or regions of the economy to
national income inequality, it has proved convenient to

. . . . . \“\
use measures which are relatively simple to decompose, 3-

«
PN S N
§ Pl £

[ ]

13see Kuznets (1963).

.
¥
®

;4Ade1man and Morris (1971) find that the second
most. important variable explaining income inequality is ,
the "existence and exploitation of rich mineral resources".

15863“?51 and Ranis (1974). Sri Lanka is a
notable case where income inequality has reportedly
substantially declined on account of strong government
efforts to transfer income. See Rasaputram (1972).

. 161n formulating the decomposition, the author has

benefited from criticism by J. Encarnaciodn.




the index of decile inequality, the variance of the
logarithm of income, or the information measure of
inequality.l7 However, the most common measure of
income inequality is thg%ﬁ&ni or concentration ratio
deriving from the Lorenz curve. The reason for the
neglect of the Gini ratio in sectoral analysis has
apparently been the feeling that it does not lend
itself to between-set and within-set decompositions.18
This section indicates that the national-levek;@ini ratio
can be expre§§ed as a weighted average of regional Gini
ratios and df certain Gini-type differences constructed
from pairwisé regional comparisons of the size distri-

bution of ingome.

Let fi be the cumulative proportion of families
up to the kth income class, and yi the cumulative pro-
portion of income received by those families, for

/
k=1, ..., G The Gini ratio is defined as

*

G * * 2 * *
L=1-2 kzl 1 1/2 (fk - fk-l)(yk - Yi-1) * (fk - fk-l)yk-

s

17See Fishlow (1972), Mangahas (Malayan Economic //
Review, 1973), and Oshima (1970).
| 18

See Theil (1967), p. 123.
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* * ) .
where f0 =¥y = 0. The summation expression on the
right-hand-side is the area underneath the Lorenz '"curve",
where plotted points are joined by straight lines. This

reduces to

L =1 2 G { f* f* % f* f* %
=1-2 LM Gy m Byt V2 (- k-l)yk-l]
G ® 3 ® 1 3 |
L=1- X (fk - fk-l)(yk + Yk-l)
k=1
G % *
(1) L=1 - 'ijk (Yk,"' yk‘l)
k=1 =
4
&® *
where fk = fk -{fk_l is simply the propcrtion of families
within the kth income class. We also define yk’= y; - y;_l

as the proportion of total incomes enjoyea by families

xth

within the income class,

Now define

[ ] .
-
fl- "1
fz’ Yo
f = * and y = * .
-fG YG
[ -
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Then
8 *j [~ . r
i 10... AO. Y1
1 1 LI I O
. |2 L 72
Y = L ] = L] L 3 . - = Cy ,
* 11 1
y * s 8 :

where C is the matrix with ones on and below the diagonal,

and zeros elsewhere. Furthermore,

S PO ] F
Yo $#100...0 y;w
*
, ¥y i_ 10...0 Y,
Y'l = . o . . . . = (C - I)y
; . . .
Yg-1 11... éj Yg

where I is the G x G identity matrix. In matrix

notation, the Gini ratio is then

‘ * %
L=1-£'( +vy_,)
=1-£f'(Cy + (C- I)y)
y e b
v
(2) L=1-£fHy



where

H= (2C - 1I) = « . . R

222 ...1

#
a matrix with Eyos.below the diagonal, ones on the diagonal,
and zeros abovi the diagonal. 1In particular, let the
vectors f and‘z refer to national-level data andilet fj
and yj be G x 1 vectors similarly defined for the jth
region, with j = 1, ..., R. Then the regional-level Gini
ratios are

(3) L, =1-f."Hy,

J 3 J ’ j=1’ ..O’R L]

If n is the total number of families in the nation,
then nf is the G x 1 vector whose k! element is the total
number of families in the kP income class. Let X be a
G x G diagonal matrix whose xth diagonal element is mean

family income in the k! income class. Then nXf is the
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G x 1 vector whose k! element is the total family income
‘earned by families belonging to thé kth income class. Total
family income in the nation is then .

where ( is a G x 1 vector of ones. Then y is given by
(S_i Yy = (n/v)Xf = (‘\'Xf)'1 Xf = (1/m)Xf

where m is the mgan family income in the nation. Since
f determines y ,g f is the basic data vector, and may be
considergd synoj}mous with "the size distribution of
income", | ' |

The meah income levels pef class, or the diagonals
of‘x, depend on the distribution of families within each
class's upper and lower Bounds. As a simplification, X
may be considered identical for each region and for the ft
nation as a whole; in principle at least one can always
arrive at approximately,equal X's by’simply constructing
a lafge'énough number of incomeé classes; with very narrow .

intervals.

From (2) and (5) we obtain



(6) 1 - L (1/m) £'HXf = (1/m) £'Pf

where P = HX may be viewed as a matrix of constants, on
account of the argument in the preceding paragraph. With
H triangular, X diagonél, and all elements in H and X
positive, it follows that the matrix P is positive

19

definite. For the regions, we similarly obtain

l1-1L. = .)f.'Pf, j = «esy R
55 /mERES =1, L,

where my = \'ij is the mean family income in the jth

. 5
region,

.
*

A uri redistribution of income may be defined
as one whiigiglters the distribution of families (and
hence of income) by income class without altering mean
family income. The effect of such a redistribution on
the Gini ratio may be seen by differentiating L with
respect to the vector f, on the assumption that m is a

constant. We obtain

3 = - (2/m) Pf = -(2/m) (2€ - 1) Xf

= - 2 (2C - 1) y = 2y - 4Cy

19Thus, strictly speaking, L may get very close
to one, but never quite reaches it.
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(7 3L *

()'Tf = 2y - 4y

The redistribution would be described by a vector of
changes in the proportions of families by income class:
df = (dfy df, ... df;)' , with elements summing to zero
since the elements of f always sum to one. Then the

0

effect?? of df on L is dL = (2y - ay™yr af.

L]

The next problem is to determine how L and the Lj

are related. Define

|
]

?¢2i
¢RJ

where ¢j is the proportion of all families in the nation .

who live in region j; thus Jo, = 1. ‘Consolidating the

20Here is a numerical example which indicates
the sensitivity of the Gini ratio to an instance of
'pure' redistribution. 1In 1956, mean family incomes
in the first, fourth, and ninth (the highest) income
classes were' P348, P1724 and P9147 respectively. The
gap between classes 1 and 4 was therefore P1376, and
the gap between classes 4 and 9 was P7423; the ratio
7423/1376 is 5.3946. Therefore there would be no change
in mean family income over all classes if 10,000 families
in class 9 were brought down to class 4, and their income
losses redistributed to 53,946 families in class 1,

bringing the latter up to class 4. The amount redistributed
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regional size distributions of income into a G x R

matrix F, where

f = {f1 £, ... fpl

then we have
f = F¢
Therefore (6) becomes
(8) 1 -L = (1/m)¢'F'PF¢

We now recognige that 1 - L is the sum of all the terms

of an R x R matrix whose diagonal elements are
i

-

(9) (1/m)¢j2€§'Pfj = (mj/m)¢j2(1 - L), j=1, .., R

and whose off-diagonals are

is P74.23 million, or 1.27% of total family income of P5,824.3
million. Since there were 3,959,000 families in all, this
redistribution would change the proportion of families in

class 1 by df1 = -1.36%, in class 4 by df, = -1.61%, and in
class 9 by dfg = -0.25%. Before the redigtribution, the k
family-shares’were f1 = 22.5%, £, = 10.5%, and £, = 3.9%. !
The simple income-shiares were Y, = 5.3%, y, = 1273%, and '
Yg = 24.2%, and the cumulative }ncome-shar S were

yf = 5,3%, y*4 = 47,3%, and yg = 100%. Thus the hypothetical

redistribution is not a radical one. Its effect on the Gini
ratio is approximated by
dL = (Zyl - 4YT) dfl + (2Y4 - 4Y§) df4 + (ZYQ‘rYS) dfg
= (-0.106) (-0.0136) + (-1.646) (0.0161) +
(-3.516)(-0.0025)

= -0.0163 ,
Thus we find that a redistribution of income involving a total
of 1.61% of families (1.36% as recipients and 0.25% as sources)
and a transfer of 1.27% of total incomes lowers the Gini ratio
by 1.6 percentage points, which is not an insubstantial amount,
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(10) (1/meses€;'PE; ,  i# 35 i, =1, .., R .

Note that

(11) (£,

i = fj)'P(fi - fj) = fi'Pfi + fj'Pfj - fi'Pfj - f.'Pfi s

J
where the last two terms on the right-hand-side are elements
of "Gini cross-ratios'" such as those in (10). Then the sum
of the elements in (10) is

J :

- (oi¢j/g§(fi - £5)'P(E; - £)) .

We now focus on the expression (fi - fj)'P(fi - fj) .
Consider two regions whose size distributions of income are
jdentical except that the first region has relatively more
families in income class k1 , by an amount « , and, corres-
pondingly, fewer families in a different class k,, i.e.,

suppose that !

(fF, - £)' = (ev o ev =0 L),

containing zeros except in elements k1 and k2 as indicated;

arbitrarily we have kz > k1 . In this case,
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(£, - £)'P(£; - £,) = o

where the column vector has Xy in the k

th 1

i h

1
. '1 G.) Hx :
-1
A
X
ky
.
th place and

2x - X in the k,— place (actually, all terms
k1 k2 2

th

beginning with the k1—~ are non-zero, but only the two

indicated are essential). Then

(£, - £5)'P(f; - £,) = az(xkl . zxkl +x

k.)

2

2
= a (x
k,

- X ) .
ky

(The result is the same if region one happens to be the

richer region.) Now, since the regions are alike except
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for income classes kl and k2 » the difference between

their means is m, -m = a(xk - xkl). Therefore the

2 .
quadratic form computed between regions one and two is a
proportion a of the difference between the two regions'

means:
(£, - £,)'P(f; - £)) = afmy - m,|

At the extreme, each of the two regions may be internally

equal, i.e., a = 1 , in which case (fi - fj)'P(fi - fj)

is the range between their respective means. This is a

maximum when all ¥amilies in one region are in the poorest

class, while all'families in the other region are in the

richest class, sd that the maximum value is Xg = X , the
niomes across all classes. We now define

range of mean i

the Gini-difference between regions i and j as

(12)  Dy; = (F; - £5)'P(£; - £;)

This symmetric expression is zero if and only if the
percentage distributions of families by income class are
identical for the two regions. The expression is at most
Xg - X4 when all families in the other region are '"equally
very poor" and all families in the other region are
"equally very rich'". Negative values for Dij are excluded

by the positive-definiteness of P.



The Gini-difference compares two regions' size

distributions of income, not merely their means. Two

“unequal distributions may have equal means; nevertheless
Dij‘will be positive. For instance, consider five income
classes: lower, lower-middle, middle, upper-middle, and
upper. Suppose three regions had the same mean income,
but (a) region one had all its families in the middle
class, (b) region two had half of its families in the
upper-middle class and half in the lower-middle class,
and (c¢) regio% three had half of its families in the
lower class agd half in the upper class. Then it can
easily be shoén that D12 , D13 and D23 are all positive,
and furthermdre that Dy > D,, , as we would intuitively
desire. Lastly, to take an extreme case, suppose all
regions in the country had the same mean family income,
but different size distributions. Then the variance-
decomposition21 of income inequality would indicate no
between-region inequality at all, whereas the various Dij

would be positive.

211¢ the decomposition is taken on the variance
of the logs of income, then the supposition is that
geometric means of family income are the same across
regions.
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The sum of the elements in (10) may now be written

Y o{(e;0.m.

Yy i%; 1/m)(l - L)+ (¢i¢jmj/m)(1 - Lj) - (@i¢j/m) Dij}

Combining this sum with the sum of the terms in (9) gives

d.0.m., $.9.D..
i-L=7]] _E_%_l (1-1,) - § L2l
J Lo m
1) i>)
o.m $.9.D
= z _lﬁl (L - L.) - z S 5
j i>j m

Since m = Z¢jm5 , therefore

$
= é.m 9.¢.D
L = Zi-l41 L+ ] Alil
m joosb. m
J 1>)
¢.0.D..
(33) L =] oe.L.+ Al
S IR £ m
where 6. = ¢.m./m is the proporiion of national family

J 3]

income enjoyed by families in the jth

region. This is a
decomposition of the national Gini ratio as the sum of an

average, weighted by income shares, of the regional Gini

22

ratios and a weighted sum“® of all possible Gini-

22The sum of the weights is (1 - Z@i)/Zm. For
R regions of equal size in terms of
population, the sum of the weights is (R - 1)/2Rm.
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differences. Thus the first expression measures the con-
tribution of "within-region inequality" whereas the second
measures the contribution of "between-region inequality",
Obviously, the decomposition becomes more meaningful when
the between-set component is relatively large. 1In the
(ideal) case where all Lj = 0, then the Gini ratio
simplifies into

(14) L= 7§ ¢i°j‘mi - mj'/m ’
i>j .

which is a simpleéweighted sum of the absolute differences

between pairs of sectoral means.
4
3.2 An ﬂxample With Hypothetical Data23

§

The following table contains hypothetical data

for four regions with various degrees of internal

inequality. The second column contains the diagonal

elements of the matrix of mean incomes X, given ten

income classes. Region One is internally the most equal !
of the regions, and the degree of inequality grows

progressively and is worst for Region Four. The hypo-

thetical data were chosen to exaggerate somewhat the

23Thanks for computational help and for the
chart are due to Miss Georgina Ochoa.
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differences between regions one might expect from actual
data. (The relative frequencies of families per income

Classes are plotted against in Xy in Figure 2),

Hypothetical Data

k X £ £, £ £,

1 1 .025 .05 .2 .3

2 2 .025 .05 .2 .3

3 3 .05 .1 2 .125
4 5, .15 .3 .1 .075
5 9 7 .3 .1 1 .05
6 15 .2 .1 .1 .05
7 25§ .15 .1 .025 .025
8 40 - 05 .1 .025 .025
9 80 .025 .05 .025 .025
10 150 .025 .05 .025 .025

Means 18.175 22,35 11.475 10.225

From these data the overall mean m is 15.56, and the

computed Dij/m are:

\3’
i 1 2 3

2] .0392

3} .1331 .1034
4 4 . 2020 ..1532 .0086
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As desired, D14.is the largest Gini difference,
and the difference falls as i and j approach each other.

The numerical values give a good indication of what to

expect ffom Dij/m. In contrast, the differences between

pairs of means, as proportions of m, are the following:

\\\\3
i 1 2 3

2 .2684

3 .4307  .6991
d 4 .5111 L7790 .0803
§ {

-

Note that Dsi < D;; even though |m3 --mzl > lm3 - mll

’

~and D42'< D,7 » even though |m4 - mzl >|m4 - mll .

This indicates that size distributions nos. 3 and 2 are

reélly'closer together by the Gini-criterion (see

Figure 2) than their means, taken alone, would seem to

indicate.

3.3 Critical Remarks on the Gini Ratio

Needless to say, the Gini measure is the most

popular measure of income inequality; very likely this

is due to some extent to the clarity of its depiction in




the Lorenz diagrém; It has been shown here that the
24 '

measure is decomposable“’ and is not insemsitive to

instances of pure redistributicn of income.25 Never-

theless, there are several criticisms of the Gini ratio

which deserve comment.

(a) The Gini ratio is not consistent with some

forms of individual ut111ty functions. Atkinson (1970)

. and Newbery (1972) have shown that, if individual utility
functions are strictly concave, then there exists no
social welfare function which is additive across income
recipients and yhich ranks income distributions in the
same order as l.é Gini ratio. This implies that it
would be inconsistent to,@se the Gini ratip in a frame-
work which includes an additively separable social
welfare function, -but it does not imply that there are
no social welfare functions which are consistent.

Sheshinski (1972) has pointed out that there is no )

particular significance to an additively separable

24The lack of a decomposition formula may "have
been the reason for the neglect of the Gini ratio in
sectoral analysis in favor of either the variance
‘measure or the information measure. See Theil (1967)
and Flshlow (1972). o

In contrast to Bronfenbrenner's view (1971).




function, and has given a specific example in which

social welfare is a functlon of (1) mean income and

" (2) the Gini ratio, with thelr flrst partlal derivatives

as positive and negative respectlvely This functlonils
valld for an arbitrary number of 1nd1v1duals w1th

p051t1ve incomes and 1dent1ca1 ut111ty functlons, and

the social welfare function is 1ndependent of the form

of the individual utility function. Naturally,‘one can
get different results with different welfare functions.

It is more-frﬁitful to stipulate which welfareé function --
or whith ipequalfty measure -- one is willing to work with,

and reject othergpossibilities.

-

(b) Ogiéntimes Lorenz curves intersect. In this
case, Atkinson has observed that there always exist some
ut111ty functions which will rank d1§tr1but10ns opposite
to the ranking given by the Gini ratio. This is another
version of the argument that there afe some utility
functions ﬁhich~are inconsistent with the Gini ratio. To ,
repeat, however, there also exist utility functions which

are consistent.

~The.prob1em’of intersection would be minimized if
the two distributions were chosengso as to be as different

‘ from each other as possible. In a time series of distri-
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butions, of course one has no choice. But, in the
Philippine data at least, the problem of intersection
is not found so much in income distributions corresponding
to different points in time aS in income distributions
corresponding to different components of a cross-section,
In short, when one is dealing with a cross-section one
should seek decompositions such that the differences
between the income distributions of different elements
of the cross-section are as different from each other as
possible., This i§ the only way by which the characteristics
of the componentsiof the set can shed light on the reasons
for the inequali?y.

(c) It is sometimes asserted that the numerical
procedure for computing the Gini ratic is an underestimate
when there are only a few income classes for which data

are available.26

In other words, the Gini ratio is
computed by assuming that the available points on the
Lorenz curve are connected by straight-line-segments rather
than by a smooth curved line. In effect, the straight line
between points assumes that within an income class, income

is equally distributed. Now, if there are no data on the

26See Bronfenbrenner (1971).



distribution of income within an income class, the assumption

of equal distribution is a natural one to take. This amounts
to supposing that there is no inequality within the set when
one does not know what the inequality is. Any measure which
makes this approximation -- not merely the Gini ratio -- will

underestimate overall inequality.

(d) Finally, it has been asserted that the Gini
ratio tends to emphasize the tail ends of the distributionzz
This is true, and this is a matter in which some value
judgment is inevitable. There is no weighting system which
does not imply a gglue judgment. The assignment oé equal
weights does not golve the problem; rather, it constitutes
a value judgment éh itself, and, for that matter, a value

judgment which mag not be acceptable to very many people.

4.0 Analysis of Philippine Income Inequality

4.1 The Data

ZE§2§The Bureau of the Census and Statistic528 has

conducted four nationwide family income and expenditures

27See Oshima (1970, who contends that his index of
decile inequality is preferable. An example can be con-
structed in which Oshima’s index, which uses equal weights
across income classes, would not discriminate between two
distributions whose Gini ratios are .48 and .38, see
Mangahas (Malayan Economic Review, 1973).

28Recently designated the National Census and
Statistics Office.
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surveys (or FIES): 1957, 1961, 1965 and 1971}“ The.

ana}ysis*réﬁ6?fEd‘herewconeentfe%esnwixhwthehlaLxggwgh;ggm, ]

Points sinee-these-data are-published—with-more-dis-
aggregation, ;ﬁhe unit of analysis is the family,
consisting of a head and other members related by blood,
marriage or adoption, and excluding guests, boarders and
servants who may be living in the same household.
Families by definition do not extend over more than one

householdz] Ssmple sizes are contained in Table 3.

Zipe family's income counts the income of all
members, in both ‘cash and kind, and whether from work
or sources otherithan work. 1Income is reported before
taxes and otherdzeductions such as premiums for insurance,
retirement, uni dues, welfare funds, etc. It includes
all transfer income, whether from institutions or from
relatives etc. as gifts (but the income of such relatives
is reported gross of their outlays for gifts to others).
In th&k4963;—3965—end-1971- surveys the time reference is

;o , PR !
the calendar yeaer S N A A v

Since there are almost no other data29 as com-

prehensive, it is necessary that the FIES be analyzed,

29The 1968 and 1973 National Demographic Surveys
(NDS) also contain income data, but were not conductef with
that as a primary purpose. The problem of incomplete
monetization of income in kind appears much more serious
in the NDS than in the FIES. See Kintanar et al. (1974).
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TABLE 3

Sample Sizes of the BCS Family Income

and Expenditures Surveys

Survey Total Urban Rural
1961 6,977 3,541 3,436
1965 4,747 2,647 2,100
1971 11,659 4,199 7,460
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even though it is difficult to gauge the accuracy contained.'

Enumerators undoubtedly had to contend with problems of

recall and of the monetization of income in kind. There
may be a general tendency for respondents to understate
- their incomes, leading to ratios of family consumption
expenditures to income which are extremely high and out of
line with the aggregate savings-personal income ratios
reported in the national accounts.30 The understatement
problem appears greatest in 1971, Although the national
accounts report real per capita income rising by 2-3 per-
centage poinzs per year, mean family income in the 1971
FIES, when diflated by the Consumer Price Indgx, is 8.2%
lower than iiat in the 1965 FIES (Table 4). Regional
cases of lower real mean family income in 1971 compared
to 1965 are Manila (22.9% less), Bicol {16.2%'1ess),
Scuthern Luzon (S.0% less), Southern Mindanao (9.0% 1less),
and Eastern Visayas (8.8% less). The inccme inequality

measures are affected to the extent that the proportion

of understatement is not constant across income classes.

30See M. Mangahas, "Family Size As a Determinant
of Family Expenditure," in Kintanar et al. (1974).
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_~Table &

Mcan Family Income Deflated by the Consumer Price Index by
= Region:— 1956-1971

(In 1565 Pesos)

Regions 195627 1961 1965 1971
Philippines 2043 2261 2541 2332
I Metro Manila SN9 5943 6590 5081
II Ilocos § Mt. Prévince 1796 1529 1633 2026 -
I11 Cagayan Valley j§ Batanes 1770 1499 1322 1537 -
.IV Central Luzon 2101 2143 2595 2620 .
V Southern Luzon § Is. 2094 2634 3025 2753
V1 Bicol 1526 1897 2024 1696
VII Western Visayas 1872 2087 1990 1991
Vi1l Eastern Visayas 1280 1404 1622 1479
I1X Northern Mindanao 1787 1962 2004 1993
X Souihern Mindanao 1569 1674 2342 2132

3/1956 Income figures deflated by 1957 CPI.
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4.2 Decomposition by Area

For lack of a better term, "area" refers to the
following sectors: Metropolitan Manila, Other Urban
Areas, and Rural Areas. Urban areas outside Manila
include chartered cities, provincial capitals, and the
poblaciones (centrally located barrios or villages)
of municipalities. Rural areas include all barrios not
previously considered t of Metropolitan Manila or
Other Urban Areas. Zg;éiiding to the standard hypothesis,
income inequafity would be expected to be the greatest
,in Metropolitén Manila, followed by Other Urban Areas,

and followed flastly by Rural Areas. This pattern is

found in the data for 1965 (Pgir¥ed). In 1961, it seems
that inequality in Other Urban Areas was slightly greater
thar }n Metropolitan Manila; but the inequality in Rural
Areas was substantially lower than in either of the

other two., The 1971 data are surprising in that the
inequality in Metropolitan Manila is supposed to havg
declined from earlier years, while that in Rural Areas is
supposed to have increased, such that the Rural Gini ratio
becomes greater than the Manila Gini ratio. (One should

probably view the 1971 results with skepticism, however,

on account of the strong likelihood of underestimation in
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Distribution of Families and Income, Mean Pawily Incoms,

Gioi Ratio and Weighted Gini Ratio by Ares: 1361, 1965, 1971

Distribution Distridutéem Mean
Ares of Families of Income Fanily . Weighted
{x) ) Incone Cint Gint
(¥/annum) - Ratio Ratio
(1) (2) 3) (4) (5)=(2)x(4)

1971
1. Metro Manils 8.27 17.23 7785 0.4481  0.0772
2. Other Urban 21.87 30,10 5141 0.4421  0.1330
3. Rursl 69.86 $2.69 2818 0.4614  0.2432
Totsl Philippines  100.00 100. 00 3736 0.4910  0.4534

4

i 1965
1. Metro Menila 8.93 23.16 6590 0.4973  0.1152
2. Other Urban . 20.72 28.24 3463 0.4861  0.1373
3. Rural 70.35 48,59 1755 0.4226  0.2053
Total Philippines  100.00 100.00 2541 0.5051  0.4578

1961
1. Metro Manils 8.16 21.67 4790 0.4751  0.1029
2. Other Urdan 25.84 34,32 2395 0.4987  0.1712
3. Rural 66.00 44,01 1203 0.3971  0.1748
Total Philippinse 100,00 100,00 1804 0.5023  0.4489
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1971 of Manila incomes in the upper brackets.) 1In

general, therefcre, one might say that the expectation
that income inequality is worse in Urban Areas than in

Rural Areas as supported by the data.

According to the decomposition procedure, within-
area Gini r;tios must tE®n be weighted by the shares of
the individual areas in incomes of all families in the
nation/‘i The resulting average of within-area inequality
coefficients is seen to be quite stable at .45 over the
period. Since the national Gini ratio has likewise been
stable at .50, gply one-tenth, or five percentage points,
remains to be a£tributed to inequality of the income
distributions bétween areas. There has heen no trend in

A Fo et (g2 19
the residual iqﬁquality between areé??% This suggests
kﬂgt[ﬁEZ?L is little to expect from policiéé which tend

to equalize average incomes of the different areas without

: 31One will note, however, that the range of the
area Gini ratios is relatively small, thus making the
average insensitive to the weighting scheme used. As an
experiment, let us suppose that the proportion of income '
in rural areas grows by 5 percentage points, that the :
proportion in Metropolitan Manila falls by 5 percentage
points, and that the proportion in Other Urban Areas remains
the same. Let us further assume that the Gini ratios in
these areas remain the same. Then the result of the
shift in income shares, applied to the data for 1965 and
for 1961, is a decrease in the weighted sum of income
inequalities within regions by only 1/3 of a percentage
point. To take an even more extreme experiment, let us
exchange the income shares of Metropolitan Manila and Rural
Areas, keeping the income share of Other Urtan Areas the
same. When this assumption is applied to the 1965 and 1961
data, then the weighted sum of within-sector inequalities
falls by only 1-1/2 to 2 percentage points.
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simultaneously attending to the sources of the inequality

within the sectors.

OLe.
We—turn to the income inequality on account of

differences in income d15tr1but1ons petween areas
NTREY (PRES ‘F}‘”“‘N o i \f; T Diy/em g

(Table’ Gl)ﬁtkeca%%—thatiﬁfgﬁﬁﬁigfthe difference between

4

mean incomes in sectors i and j, as a pfoportion of
overall mean income, which would occur if the two sectors
were separately, internally perfectly equal. As expected,
the greatest difference is between Manila and Rural Areas.
This is followeé by the difference between Other Urban
Areas and RuraljAreas; and the difference between Manila
and Urban Areai is lowest of all. At the same time, it
appears that the difference between Manila and Rural

Areas is narrowing, from .61 in 1961 to .48 in 1965, and
finally to .34 in 1971. This is an important trend,

since the Manila-Rural Areas difference makes up anywhere
from half to three-fourths of the total inequality between
areas, after the appropriate weights are applied. There
also seems to be a narrowing between Other Urban Areas

and Manila, from .24 to .15, and finally to .065. So

one would say that both the Rural and the Other Urban
diﬁt;ibutions are approaching the Manila distribution,

and that the Other Urban distribution is approaching it
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nuLe 3¢

INEQUALITY BETWEEM ARBAS MEASURED BY
THE GINI DIFFERENCE RELATIVE 70 THE
MEAR (313/'03 1961, 1965, 1971

. BETVERS-AREA INEQUALITY

3 Rural 0.6052

Metxo Other
‘ Manilas Urban
'  § 2
lnn 3
2 om:ﬂmun 0.0852 :
3 Rural 0.33%74 0.1109
|
2 Other Urban 8.1529
3 Rursl 0.4830 0.0966
1261
2 Other Urban 0.2365
0.0927
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"faster". (As:nxn:i,”?iis must be qualified by the
difficulty with the 1971 Manila data, in which both mean

income and income 1nequa11ty are to some extent under-

stated)i:)

533 Neeogpesition by Regiom

[ The data are also decomposed according to 10

geographical regions, the first of wﬁicﬁ ié Metropolitan
Manila;:lThis set is identical to that used in the area
decompositions. Unfortunately, the other nine geographical
regions cannotjbe further decomposed into their urban and
rural subsets.; The provincial components of the regions

are found in the Appendix.
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from 8th to 5th, and Bicol, which dropped in rank from
6th to 8th.

On the other hand, there have been substantial
changes in ranks according to the Gini ratio. (The rank
of Metropolitan Manila appeared to have fallen to 6th;
but as mentioned earlier, the Manila data have to be
taken with great caution). In Ilocos, income inequality
is clearly worsening, with the Gini ratio rising from
.42 to .46 and finally to .54. The Lorenz curve
unambiguously s?ifts outward (Figure 3), without crossing
itself, 1In faé;, Ilocos has shifted its position radically,
from the regioxf with the lowest Gini ratio to the region

with the highe}t Gini ratio.

In Cagayan Valley, one of the two poorest regions

in the Philippines, there does not appear to have been
any trend over 1961-1971. The Gini ratic fluctuates

from .44 to .46, with the Lorenz curve cro§sing itself in
several places. However, this region has fallen from
fifth to ninth according to the Gini ratio ranking, as a
result of a widening in inequality in several other

regions. (Central Luzon follows Metropolitan Manila and

Southern Luzon in order of mean income. Here we find that

income inequality is the same as, or a bit less than, that



Tauie B8
jteibution of rnua_. nnd Incous, Mean !uﬂy Iocons,

Ratio by Reglons: 1361, 1965, 1971

Gini Ratio and Weighted Giat

B‘utimaoa Dis trﬂmtion Mean

"of Feuilien of Iocome Fanily
x) ) Incoms Gint ‘Waighted
‘ " (F/annum) Ratio Gini Ratio
1) (2 1 (3) (4) ‘22“32&“!
wn ‘

i . : —
Metro Manils 8.27. 17.28 7785  0.4481 0.0772
Ilocos & Mt, Prov. 5.45: 4,81 3299 0.5379.- 0.0259
Cegaysn Valley 4,10 2,62 2390 0.4427 0.0116
Central Luson 13.47. 14.88 4127 0.4436 0.0660
Southern Luzon & Ia 13.69 15 /07 4332 0.4762 0.0756
ﬂul ) 7.81: 5.82 2784 0.4528 0.0263
Nestern Visayas 10.56 9,06 3206 0.4227 0.‘0_333 '
fasters Vieayas 15,44’ 10.52 258  0.5117/  0.0839 ,6573
Mindanao - 8.22 6.74 3062 0.4527 0.0308
B¢ Mindango. 13.0? 12,45 . 3877 0.4436 . 0.0552
I
Al Phiilippioes m.@ 100.00 3736 0.4901 0.4603 . #L4C

0.4527

0.4973 041152

o*:z;o 0.0174
0.0079. . 067
 0.4563 . 0.0678

0,439 0.0278
0.4271 / o.0m . 03‘/1
0.4693 10,0502 , o<
0.4539 0.0293 !;
 0.0629 - °72
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in the Cagayan Valley, and that the Gini ratio has also
not changed significantly. The Lorenz curves indicate

a worsening in the distribu;ion in the first to the 7th
deciles, no chahge in the 8th decile and some improvement
in the 9th and 10th deciles. Central Luzon has kept its

ranking as a region with lower inequality than most others,

In Southern Luzon, which is second only to Manila

in terms of mean income, the Gini ratio has shifted upward
from .44 in 1961 to .48 in 1971, moving the region from
sixth to third %n rank of inequality. The pattern of its
Lorenz curve isjsimilar to that in Central Luzon, except
that, as measurﬁd by the Gini ratio, the worsening of the
distribution in the first seven deciles outweighs the

improvement in the last two deciles,

In the Bicol region, there was some improvement
from 1961 to 1965, with the Gini ratio dropping § points
from the original .49. The 1971 distribution is a slight
retrogression however. On the other hand, there has heen

a steady improvement in Western Visayas, with the Gini

ratio falling from .47 to .42. Since 1965, this region

has been established as the least unequal.



Income inequality has clearly worsened in

Eastern Visayas, which, together with the Cagayan Valley,

is the poorest region in the Philippines. 1Its inequality
rank has soared from seventh to second. But, although
the Eastern Visayas Gini fatio rose frcm .44 to\.Sl, one
will recall that inequality in the Cagayan Valley has

heen stable.

There seems to have been a marked improvement in

Northern Mindanao, where the Gini ratio fell from .53 to

.45, lowering .the region's rank from most unequal to

fourth. In Southern Mindanao, there is no clear trend,

with the Ginijratio fluctuating from .43 to .45, and
the region h not shifted notably in rank. However, the
Lorenz curves show that the first eight deciles experienced

more inequality in 1971 than in 1961.

The regional decomposition thus reveals some
interesting patterns. If one looks at the problem more
closely,iincome inequality is not at all that static.; It
is clearly worsening in Ilocos and in Eastern Visayas,
where the former would be considered a "middle - income"
region and the latter a "low-income" region. Income
inequality has worsened somewhat in Southern Luzon, which

is the most developed region after Metropolitan Manila.



Inequality has remained the same in Central Luzon,

Southern Mindanao, and the Cagayan Valley, which
constitute a very wide range of regions in terms of

degree of development. There has been some improvement

in income inequality in Bicol and Western Visayas, and

a marked improvement in Northern Mindanao. The time
trends in income inequality in the various regions show

a very wide pattern, and there is no clear correlation
between the direction of change and the degree of economic
development within the’region. We have tried to check
this by scatterﬁdiag}ams of the Gini ratio (either
absolute value or change) against mean family income
(either absolu"i value or change), against the percent

of the employejewho are in agriculture, and against the
unemployment rate, and invariably have come up with

widely dispersed sets of dots (Figure 4). Of course,
these negative results do not help us learn more about

the determinants of income inequality. But they also warn

that there isfno easy relationship between development !

and the state of income inequality.;

As in the case of the urbanization areas, the
range of Gini ratios across regions is not large, amounting
to some 11 percentage points at most. The weighted sum of

the ratios is stable at .45-.46 over the three survey years,
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Let us turn to the income inequality between
regions. Here, we would agree with Oshima's view that
the major part of such inequality is due to the great
differential between standards of living in the metro-
politan areas compared to the rest of the country. From
tables containing weighted Gini-differences between areas
and between regions, it is obvious that the overwhelming
portion of the weighted inequality is found in the column
which differentiates Metropolitan Manila from the other
areas and regio?s, i.e., the column Dlj/m (G =2, 3, ...).
However, the weighted inequality between Metropolitan
Manila and Othéi Urban Areas is much smaller than that
between Metropdlitan Manila and Rural AReas. Thus, it is
safe to conclude that the main source of inequality is
between the distribution of income in Metropolitan Manila

and the distribution of income in the rural sectors of the

other nine geographical regions,

The ranking of regions according to the Gini-
difference, though not identical to the ranking according
to mean income, are in agreement with respect to the .
regions at the two extremes. Using Dlj to measure the
difference between the jth region's distribution and the

Manila distribution, the regions are ranked after Manila
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for 1971 as follows: Southern Luzon, Central Luzon,
Southern Mindanao, Western Visayas, Ilocos, Northern
Mindanao, Bicol, Eastern Visayas, and Cagayan Valley;
the ranks of these same regions in terms of mean income
for 1971 are respectively: 2, 3, 7, 6, 5, 4, 8, 9, 10.
For 1965 the ranks according to Dlj are Southern Luzon,
Central Luzon, Northern Mindanao, Southern Mindanao,
Bicol, Western Visayas, Ilocos, Eastern Visayas and
Cagayan Valley; and the ranks of these regions according
to mean income are 2, 3, 4, 6, 5, 7, 8, 9, 10. For
1961, Dlj gives the following ranks: Southern Luzon,
Central Luzon, yorthern Mindanao, Western Visayas, Bicol,
Southern Mindan?o, Ilocos, Cagayan Valley and Eastern
Visayas; according to mean income the ranks respectively

are 2, 3, 7, 4§ 6, 5, 8, 9, 10.

Aside from the differences between Manila and
the other regions, most of the substantial differences
found are between either of the two relatively high-income
regions, Central Luzon and Southern Luzon, and either of
the two relatively low-income regions, Eastern Visayas f
and the Cagayan Valley. Relative to the national mean,
the four Gini-differences which compare these two sets
of regions had a range of 3.6-8.6% in 1961; in 1965 the
range was 6.6-14,5%, and in 1971 it was 6.8-8.8%. Thus

it appears that the income distributions in the relatively

high and low income fegions diverged between 1961 and 1765;

bM{ cowverﬂecl SOVnewhat‘ be;l—wm 965 and ,q—”‘
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1965, but converged somewhat between 1965 and 1971.

4.4 ’Decompositidn by Main Source of Income

"For 1961, the data are available for ten income
sources (including an 'Other Sources' category constructed
to eliminaie émpty income cclass cells among its finer
" components), and for 1965 and 1971, the dafa for eleven
sources are cross-classified by area as well. Thg
categor1es are;related to factor -share groups in the

- follow1ng manner Wage and Salar1es and Practice of

Profession or rade can be con51dered as income from labor;

Trading, Manufacturing, Transport, Other Enterprlses,

'Farming and Fishing, Forestry and Huntlgg are c13551f1ed

as entrepreneur1a1 act1v1t1es, and chare of Crops, Live-

stock and Poultry Raised by Others (or agr1cu1tura1 rents),

Rents Received from Land, Bulldlngs, Rooms, etc. (or non-

agr1cu1tura1 rents), and Other Sources (principally rental

value of owner- occupled houses) can be considered

as property incomes.

33Imputed by the BCS at 10% of reasonable resale

value.
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In the published data, a family is classified
under that income source from which the primary part of
its income is derived. The family's income is, however,
divided into components from different sources, and each
component classified under the proper source. It is not
uncommon for a family tc have multiple sources of income,
Thus the total income reported as derived from a given
source does not precisely corfespond to the total income
of the families listed as having that source as their
primary source of income. The analysis employed does
assume that theﬁsaid correspondence holds. This is simply
for lack of begﬁer information; the extent of consequent

error is unknoin.

Over 1961-1971, the distribution by source
shifted away from entrepreneurial activities, chiefly in
agriculture. The share of income going to farmers and
fishermen fell by § percentage points, and that going to
traders fell by 2 percentage points. The share of wages
and salaries rose by 2-1/2 percentage points and that of
'professionals rose by 1/2 percentage point. The share of
agricultural rentiers fell by about 1/3 of a point,

whereas the share of non-agricultural rentiers rose by

about the same margin. There was a gain in 2 percentage
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points in the share of Other Sources, the majority of

the gain due to increases in the transfers component.34

The decompositions, found in Tables 12 to 17, are
more interesting than earlier ones. There is a larger
proportion of inequality explainable by differences in
income distributions between sources than by -differences
between areas or regions: in 1965 and 1971 the between-
sector component is about .07, compared to .05 in the
earlier decompositions. This is still a small gain,
however, sc earlier remarks on the need to reduce in-
equalities within sectors (as sectors are defined by the

¥
data) still holgd.

We now find much larger variations across sectors
in terms of both mean income and the Gini ratio. The

lowest incomes are typically found among farmers, fishermen

34Some reservations must be noted with respect
to these trends. Over 1965-1971, the data indicate
implausible substantial drops in mean nominal family income
of three categories: (a) for Manila families in entre-
preneurial activities in Transport, the drop is from
717,000 to ¥8,700; (b) for Manila professional-families,
the drop is from P23,500 to P14,000; (c) for professional-
families in Other Urban Areas, it is from P5,300 to P850,
It is not clear that this should be attributed to the
problem of imprecise correspondence between families and
incomes.




Tabla _12 :
DISTRIBUTION OF PAMILIES AND INCOME, MEAN FAMILY INCOME, GINI RATIO
AND WEIGHTED GINI RATIO BY SOURCE OF IRCOMB, PRILIPPINES, 1961

———

Princips Distributfon Distribution Mesn Gini WVeighted

Source of _of Families of Income Fantlly Ratio GCini Ratic

Income (in per- (1o per- Income

centages) - centages) (in Pescs
pexr annum)
) @) 3) @) (5= (2)x (&

1. Wages & Salaries 36.00 42,00 2103.94 0.441) 0.1853
2, Teading 6.20 9.80 2850.51 0.5052 0.0495
3, Mmufacturiag 2.00 3.10 2795.24 0,579 0.0180
§. Tramsport 1.20 1.40 2103.94 0.3708 0.0052
3. Other Enterprises :

(incl. Practice

of Profession or

Trade) 1.40 2.50 3220.32 0.5669 0.0142
6. Parming (incl.
~ JMwvasteck & 0

poultry raising) 42.80 19.80 834.27 0.4161 0.0824
7. Fishing, forestry ¥

& hamting ' 4.50 4,60 1843.46 0.3322 0.0153
8. Shave of crops, . '

livestock & }

poultry raiscd

by others f.so 2.80 3155.92 0.58351 0.0164
. Rents recelvad

for 1lamd,

buildings,

roows, etc. 0.20 1.40 12623.67 0.5443 0.0076
0. Other Sources® 4.10 12,60 $5542.10 0.4663 10,0588

Total Phils. 100.00 100.00 1804.  0.4978  0.4523

Rental value of owner-occupied house
Interests and dividends
Profits from the sals of stocks end bonds
Pansion or retirsmsnt benefits

Backpay and proceeds from insurance

Gifts, support, assistance and relief
Net winnings from gamdling, sweepstokes and lottaries

Inheritance in cash or converted to cash

Others.
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and wage and salary workers, while the largest incomes

are found among the rentiers, especially the non-agricultural
rentiers, and followed by professionals. 1In 1971, for
example, mean family income among non-agricultural rentiers
in Manila was over P59,000 and among farmers in rural

areas it was P1,900, or roughly a thirty-fold difference.35
The range of Gini ratios is wide, and widens further over
time. For 1961 the range is .33-.58, for 1965 it is .23-.62,
and for 1971 it is .24-.80. Again, scatter diagrams for
each of the survey points fail to indicate a relationship
between income Enequality and average family income.3® 1n
this situationiithe weights of the within-sector inequality
assume much grgater importance. Meaningful reductions in
inequality can be obtained through shifts in families from
one source of income to another, rather than ﬁerely from

one geographical district to another. Such shifts in

source of income can be effected in various ways, such as

35Cost-of-living indices ccmparing urban and rural ]
areas are not available. No adjustments have been made in '
the data for cost-of-living differentials.

36The scatter diagrams were viewed with special
attention to those points with relatively large weights.
The four most important points refer to rural-based farmers
and to wage and salary workers in Manila, Other Urban Areas
and Rural Areas respectively. The results are still unclear
when attention is focused on these points: the 1961 scatter
shows a rough positive correlation, the 1965 scatter shows
no correlation, and the 1971 scatter shows a negative
correlation.
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37 the

the widening of educational opportunities,
transfer of property as a source of income (land reform),

etc.

In 1961, the most equal group were fishermen
(.33), and the most unequal were agricultural rentiers
(.58). Farmers had the second lowest Gini ratio (.41).
In 1965 and 1971, where area of residence can also be
distinguished, the pattern was maintained to some extent:
rural fishermens' Gini ratios, though not the lowest,

were .41 and .39 respectively; while other urban agri-

cultural rentiers had ratios of .61 and .57 respectively.
The Gini differences of significant size in 1961 pertain
to comparisons egther with the two poorest groups, farmers
and fishermen (Jiurces 6 and 7), or with the richest group,
non-agricultural rentiers (source 9). It is noteworthy
that the Gini differences between these rural poor folk
and agricultural rentiers (source 8) are rather small in
comparison with the differences between the said poor
families and non-agricultural rentiers. Table 13 gives
Dgg/m = 7.0% and D,o/m = 3.7% whereas Dgg/m = 75.5% and

D79/m = 64.8%.

37Recently, Ruperto Alonzo has found that the

distribution of educational capital among Filipinos has
narrowed considerably over the past two decades.
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the widening of educational opportunities,37 the
transfer of property as a source of income (land reform),

etc.

In 1561, the most equal group were fishermen
(.33), and the most unequal were agricultural rentiers
(.58). Farmers had the second lowest Gini ratio (.41).
In 1965 and 1971, where area of residence can also be
distinguished, thepatterq‘was maintained to some extent:
rural fishermens' Gini ratios, though not the lowest,

were .41 and .39 respectively; while other urban agri-

cultural rentier; had ratios of .61 and .57 respectively.
The Gini differqﬁces of significant size in 1961 pertain
to comparisons gither with the two poorest groups, farmers
and fishermen (sources 6 and 7), or with the richest group,
non-agricultural rentiers (source $). It is noteworthy
that the Gini differences between these rural poor folk
and agricultural rentiers (source 8) are rather small in
comparison with the differences between the said poor
families and non-agricultural rentiers. Table 13 gives
Dgg/m = 7.0% and D,g/m = 3.7% whereas Dgg/m = 75.5% and
D,g/m = 64.8%.

37Recently, Ruperto Alonzo has found that the
distribution of educational capital among Filipinos has
narrowed considerably over the past two decades.
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For 1965, the income sources with the most
inequality are Other Source538 (Manila), .62; Agricul-
tural Rents (Other Urban), ,61; Trading (Other Urban),
+58; Farming (Other Urban), .53; Agricultural Rents
(Rural), .52; Other Enterprises (Other Urban), .50; and
Non-agricultural Rents (Manila), .50. Of these seven
sectors, only the third and the sixth can be considered
as related to income from labor. The other sectors are
related primarily to property and secondarily to entre-
preneurship. Note that agricultural rents are rather
unequally distributed, and more unequal in other urban
areas than in rural areas. It can be safely presumed

4
that agricultu:Z} landlords with large estates do not

have their resifences in rural areas, but have them
mainly in other urban areas, and to some extent also in

Manila.

The income sources with the least inequality are

Transport (Manila), .23;39 Other Sources (Rural), .27;

38The category Other Sources is something of a
hodge-podge. In order of importance, the principal incomes
included here are rental value of owner-occupied homes,
transfers, and earnings from financial assets. This cate-

gory has the second highest mean income among all other
categories for 1965.

39Transport entrepreneurship is a problematic .
case. It is reported to be the source with the fourth
highest family income in 1965, and the 1971 data report
that mean income fell four years later. This cannot yet
be explained.

I T EIIT——;;,,;,;,
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Income from Professions (Manila), .31; Transport (Rural),

.32, and Other Enterprises (Rural), .33.

The Gini differences for 1965 between sources are
reported in Table 15. (The Dij matrix can be divided into
9 blocks corresponding to the sub-matrices comparing pairs
of the three areas Manila, Other Urban Areas and Rural
Areas., Since this matrix is block-symmetric, only six
sub-matrices need to be reported). 1In general, Gini
differences are largest when one compares Manila sources
of income with Rurai Sources of income. Second to this
is the block compaﬂ&ng Manila groups with groups in Other
Urban Areas. The allest differentials are found in the
comparisons between groups of Rural Areas. This is as

expected.

The greatest differential between Manila groups
and Rural groups are found in the Manila columns per-
taining to Transport, Income from Professions, and Non-
agricultural Rents. It appears that the income distri-
butions in these three sources of income in Metropolitan
Manila are highly different from the income distributions
of all the rural income-source groups, but most especially

Farming and Fishing,




DISTIRIBUTION OF FPAMILIES AND INCOME,

Tabls _H-

RATIO BY SOURCE OF INCOME AND BY URBANIZATION GROUP, 1963

MEAN PAMILY INCOME, GINT BATIO AND WEICHTED SINX

Distribution Distribution Mean Gini Weightad
Principal of Fenilies of Income Fanily Ratio Gint
Source of (ia per- (10 per- Income Ratio
Income centagss) centages) (in Pesos :
psr sonum)
O ) (@ ()= )
Total Philippines 100.00 100.00 2541 0.4972 0.4318
MANTLA & SUBURBS*

1. Vages & Salaries 7.05 13.41 832,73 0.4419 0.0593
2. Tradiog 0.70 1.48 5371.768 0.4481 0.0066
3. Menufacturing 0.21 0.41 4960.41 0.4853 0.0029
é. Transport 0,04 0.27 17149.70 0.2340 0.0006
5. Othsr Enterprises .17 0.4 6127.56 0.3535 0.0014
6. Practice of

Profession or :

Trede _ .12 i.1 23501.46 - 0.3142 0.003S
7. Yarudng (incl.

livastock & f

poultry

raising) 0.04 0.06 3811.04 0.4299 0.0003
8. Rente received

for land,

lmillltn.l. .
§. Other Sources 0.52 4.98 24332.08 0.8188 0.0308
Total Menils & Sub. 8.92 23.17 6590 0.4973 0.1097 !

forestry & hun end of crope, livestock and poultry raised

T pthas are ToTeled within ochar Sourcas For Har .

. 72 -



Teole _24  (contid)

DISTRIBUTION OF FPAMILIES AND INCOME, MEAM FAMILY INCOME, GINI RATIO AND WEICHTED cIm

RATIO BY SOURCE OF INCOME AND BY URBANIZATION GROUP, 1963

Distribution  Diatributica  Mean Cind Weighted
of Families of 1lncome Poully Ratio Gind
Principal (ia per- (in pex~ Incoms Ratio
Source of cantages) centages) (1n Pesos
+)) @ @ W (® e @x
OTHER URBAN AREAS
1. Uages & Salaries 12.12 14.72 3088.28 0.4316 0.0638
2. Trading 2,07 3.3 4030.39 0.5804 0.0192
. Manufscturing 0.87 0.84 2453.09 0.4253 0.0036
é. Transport 0.47 0.43 2432,.58 0.4635 0.0021
. Other Entarprises 0.39 0.59 3843.62 0.5033 0.0030
§. Practice of :
Profession or H
Trade 0;24 0.50 $293.12 0.4486 0.0022
7. Yarmdng (incl. '
%ﬂu& & }
Lty
raising) 2.65 2.00 1917.51 0.52%7 . 0.0105
3. Mehing,
forestry &
hatiag '0.57 0.42 1872.09 0.4798 0.0020
). Share of crops,
1ivestock &
' raised
S’;.::an 0.3 0.98 - 6729.4) 0.6071  0.00%9
). Rauts received ‘
for lend, !
buildings,
To0Re, 6ts. 0.06 0.19 8045.54 0.3314 0.0006
. Other Sources 0.93 A.26 11638.03 0.3483 0.0148
fotal Other Urban Avess 20.73 28.23 3463 0.436) 0.1276
- 7% -



‘Teble Q4 (eoni’d)

mmumrmsmnm.mrmrmm,
. RATIO BY SOURCE OF INCOME AND BY URBANIZATI

CINI RATIO AND WEIGHTED CINI
ON CROUP, 1965

“Distribution Distribution Wesn — Gini Weighted
of Yamilies of lucome Panily Ratio Gint
Principal (in per~- (in per~ Iocome Ratio
Soutce of centages) cantages) (in Pesos
Incoms per sonum)
{1) £2) 3) L&) 3)=(2)x(4
RURAL ARBAS
1. Wages & Salaries 19.83 16.91 1910.33 0.3648  0.0544
2. Trating * 3.37 3.01 2269.29 0.3741 0.0133
3. Mmufacturing 2.67 1.63 1570.09 0.4118 0.0068
4. Transpore 0.63 0.48 1935.77 0.3242 0.0016
5. Other Enterprises 0,28 0.24 2177.74 0.3311 0.0008
6. Practice of
Profession or ) :
Trede . 0328 0.14 1270.35  0.4004 0.0006
7. Paraing (iocl. 3
ILvastock &
raising) 91 18.73 1290.65 0.4538 0.0850
3. mm‘ ) . ’
foreotry & :
~ hun 3.44 2,91 2149.25 0.4097 0.0119
). Shara of cropa, _
1fvastock &
ponlery vaised »
by others 1.61 1.74 - 2745.83 0.5176 0.009%0
). Rents veceived .
for lend, !
‘Gﬂ.l&"ﬂ..
roons, ete. 0.07 0.24 8710.96 0.4404 0.0011
. Other Sourcas 1.26 6.51 9094.08 0.2724 0.0123
otal Rursl Areas 70.33 48.58 1755 0.4226 0.1948
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~/In the 1971 data, the sources of income related
to‘property stand out even more prominently as having the
most unequally distributed income. The largest Gini
ratios pertain to non-agricultural rentiers both in Rural
Areas (.80, from .44 in 1965) and in Manila (.76, from
«50 in 1965). Next in line come the agricultural rentiers
in Rural Areas (.60, from .52 in 1965) and in Urban Areas
Outside Manila (.57, down somewhat from .61.in_1965).
Inequalixy is also relatively large among farmers residing
in Urbaﬁ Areas outside Manila (.57); if may be assumed
that this groug includes mainly the well-to-do farmers,

since their medn family income is almost double that of

}
farmers<residqbg in Rural Areas. The only exception to
these findings concerning property income is the case of
non-agricultural rentiers in Urban Areas outside Manila,

where the Gini ratio is only .35.

The inequality between income distributions of
different sources of income can be eXamined, again, by f
considering the six major blocks (Table 17). As expected,

the largest differentials are found among the cells within

the Manila versus Rural block. In this block, ihequality
between sources is mainly atributable, on the Manila éide,

“to professionals, transport entrepreneurs,- and entrepreneurs




DISTRIBUTION OF FAMILIES AND INCOME, MEAN PAMILY INCOME, GINI RATIO AND WEIGHTED GIN

RATIO BY SOURCE OF INCOME AND BY URBANIZATION GROUP, 1971

“Distribution Distribution  Hean -
of Families of Income Fanily
Principal (1n per- (in per- Income Veighted
Source of centages) centages) (in Pesos Gini Gini
Income per annum) Ratio Ratio
(1) (2) 3) (4) __ (3)=(2)x(4)
Total Philippines 100,00 100.00 3736 L 04303

MANILA & SUBURBS#

6.38

o L849

1. Wages & Salaries 2.63 5639,.58 0.3605 0,0347
2. Trading $0.63 1.48 8777.34 - 0.4758 0.0070
3. Manufacturing 3 0.22 0.48 8151.92  0.4482 0.0022
4., Tranwport ' 0.09 0.21 8718.03 0.2391 0.0005
3. Other Enterprises 0.13 0.31 8909.63 0.3869 0.0012

Practice of

Profession ox

Trade 0.19 0.71 13961.96 0.4032 0.0029

Rents received

for land,

rooms, atc. 0.06 0.95 59158.05 . 0.7556 0.0072
8. Other Sources 0.57 3.46 22679.98 0.3870 0.0134

L
Total Manila &
Suburds 8.27 17.23 7785 0.4481 0.069

) { inel. livestock and poultry rais s Fish forestry & humt

and Share of crops, livestock msised by others are included within
Other Sources for Manila and Suburbs, 1971.




* s

Taole 1o (com 'd;
DISTRIBUTION OF FAMILIES AND INCOME, MEAN PAMILY INCOME, GINI RATIO ARD WEIGHTED GINI
j RATIO BY SOURCE OF INCOME AND BY URBANIZATION GROUP, 1971

Distribution Distribution Mean

of Families of Income Pamily :
Principal (in per- (in per- Income Weighted
Source of centages) centages) (in Pesos Gint Gint
Income . per annum) Ratio Ratio
1) (2) (3) (4) M)_x_@)_

OTHER URBAN AREAS
——M—

1. Wages & Salaries 13.47 16,19 4430.77 0.4098 0.0663
2. Trading < 2.58 i.n 4793.47 0.4711 0.0156
3, Manufacturing 1.08 1.11 3949.80 0.4099 0.0045
4. Transport 0,31 0.36 4338.93 0.5382 0.0019
3. Other Entarprises + 0.52 0.75 5388.89 0.5114 0.0038
6. Practice of ?

Profession or

Trade 1 0.22 0.05 849.1¢ 0.4500 0.0002
1. Farming (incl.

1ivestock &

poultry

raising) 1.33 - 1.32 3708.21 0.5741 0.0076
8. Pishing, forestry

& hunting 0.57 0.48 3146.36 0.3929 0.0019
9. Share of crops,
" livestock &

poultry ratised

by others ‘ 0.33 0.63 7132.93 0.5695 0.0036
0. Rents recefved

for land,

bddh”'

rooms, stc, 0,18 0.48 11956.15 0.3516 0.0017
.. Othex Sources 1.33 4.93 13849.59 0.4365 0.0215
otal Other Urban Areas 21.86 29.61 5141 0.4421 0.1286

- 83 .



le 36 {(coutly)
[RIBUTION OF FAMILIES AND INCOME, MEAN FAMILY INCOME, GINI RATIO AND WEIGHTED GINI
RATIO BY SOURCE OF INCOME AND BY URBANIZATION GROUP, 1971

“Distribution Distribution HMesn

of Families of Income Family
rincipal (1a per- (in per- Tocone Veighted
yurce of centagss) centages) (in Pesos Gini Gind
[ncome per sanum) Ratio Ratio '
. ) 0] (D @) )e(2)x(s)
RURAL AREAS
sges & Salaries 23,12 18.96 3064.02 0.4002 0.0759
reding 3.00 2.90 3611.75 0.5006 0.0145
anufacturing 1.82° 1.48 3038.31  0.5032 0.0074
Pansport 0.91 1.05 4311.11 0.4757 0.0050
ther Enterprises 0.35; 0.32 3416.04  0.6409 0.0022
ractice of )
rofession or
rade 0.2; 0.37 4937.25 0.3476 0.0013
aruing (incl.
ivastock &
pultry .
nising) 33.05 16.81 1900.37 0.4674 0.0786
{shing, forastry ' ‘
hunting 3.70 2.84 2867.86 0.3946 0,0112
hare of crops,
ivestock &
pultry
sised by
thers 1.33 1.37 3848.67 0.5960 0.0082
snts recaived
or land,
uildings,
poms, stc. 0.07 0.26 13877.68 0.8031 0.0021
ther Sources 2.24 6.80 11342.33 0.3868 0.0263
1 Rural Areas 69.87 $3.16 2818 0.4614 0.2326
- 24 -
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of other enterprises; and, on the rural side, to non-
agricultural rentiers, fishermen, and farmers. The most
important Gini difference is between Manila professionéls
and rural non-agricultural rentiers, at 159.2%. Between
Manila professionals and rural fishermen, it is 146.4%,
and between Manila professionals and rural farmers it is

145.8%.

The second most important block compares income
sources in Manila with those in Other Urban Areas. The
most relevant Manila groups are again professionals,
transport entrepreneurs and entrepreneurs of other
enterprises. :The most relevant income sources in Other
Urban Areas zre fishing, farming, and transport entre-
preneurship. It is noteworthy that the column pertaining
to non-agricultural rentiers (col. 7) in Manila is not
of large importance, even though this is the source with
the largest mean family income among all the sources in
the areas (P59,000/year). The reason for this is that ?
non-agricultural rentier income is very unequally distri-
buted (the Gini ratio is .76), and therefore the distri-
bution has a very strong overlap with the income distri-

bution of families of the other sources of income. Income

distributions are more different when their relative
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frequency distributions are on the narrow side, with a
smaller amount of overlap, and the Gini difference is
sensitive to this. ropr instance, even if the average
income of a wage and salary family in Urban Aréés outside
Manila is only one-tenth the average income of Manila
non-agricultural reatier families, the distribution of
income among the latter is so wide that there are many
such urban non-agricultural rentier families who are
not much better off than the typical Manila wage and
salary family. The same remarks apply to the lack of
importance of other rows and columns pertaining to
rentier inc;me.

The third most important block compares income
sources in Other Urban A-eas to income sources in Rural
Areas. Here the most relevant groups on the Other Urban
side are non-agricultural rentiers and professionals;
on the Rural side the most relevant are non-agricultural
rentiers, fishermen, znd farmers. The largest Gini
difference is betwecn rural non-agricultural rentiers
and Other Urban non-agricultural rentiers, at 65.5%. The
second largest difference is between rural non-agricultural

rentiers and professionals in Other Urban Areas at 60.6%.




The other three blocks compare Manila income
sources among themselves, Other Urban income sources
among themselves, and Rural income sources among them-
selves. In Manila the most important differential is
between professionals and wage and salary families.
The Gini difference between professionals and wage workers
is 52.1%, whereas the Gini difference between non-
agricultural rentiers and wage workers is only 10.8%.
Within the Other Urban sector, the important differentials
are between non-agricultural rentiers and fishermen and
between non-agricultural rentiers and farmers. The former
Gini difference is 39.8% and the latter is 37.0%. The
smallest Gini ;gfferences are found between the various
groups within ;ural Areas. Here the largest Gini difference
is between professionals and non-agricultural rentiers, at

38%. The smallest difference, of course, is between

farmers and ftshermen, a mere .08%.

5.0 Conclusion

Decomposition formulas corresponding to various
measures of income inequality can be thought of simply

~as methods of accounting. Once the measure of inequality

has been chosen, the accounting technique for decomposition




follows. The accountant has very little choice on the
matter. Where he does have a choice is on the definition
of the sets or categories according to which the decom-
position will be performed. There is obviously no point
in decomposing income recipients into left-handed
recipients and right-handed recipients. The accountant
must be guided by some economic and demographic intuition

as to which sets are liable to have distributions of

income very different from each other. Then equity-
oriented policy can be guided by the characteristics of

the sets; if the sets are locationally defined, for
instance, then policies can focus on migration between
locations. Of gourse, if the accountant does not collect
primary data h?ﬁself, his choice of sets will be constrained

to/;hose which’are feasible to construct from existing data,

L
ratio according to published disaggregations of the distri-

This study has employed decompositions of the Gini

bution of family income according to area of urbanization,//
region, and main source of income. The following con-

clusions emerge:

(a) Classifications according to urban/rural,
region, and source of income succeed in explaining only
5-7 percentage points of the Philippine Gini ratio of

+49-.50. When.so much of the income inequality is
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accounted for within groups rather than between groups,
the selection of the modes of grouping is rendered
eéxtremely questionable, (Perhaps the statisticians are
not so much to blame as the economic theorists and policy
makers who have neglected income distribution so long as
to fail to provide an adequate data base for the solution

of its problems).

v/fﬁ) The data tend to support the view that income
inequality is greatest in Metropolitan Manila, followed by
Other Urban Areas, and then followed by Rural Areas. How-
ever the Gini ratios of these different areas are so close
to each otherﬁthat inter-area migration has a negligible
potential for’reducing overall income inequality. This

conclusion also applies to inter-regional migration.

/fc) Income inequality has not remained static
within each region over time. Some have experienced
clearly worsening inequality and others have experienced
clearly narrowing inequality. These are very interesting
trends which need clarification, but unfortunately the

regional data are not available more disaggregatively.

//(d) Main source of income is just a bit more
useful than geographic location in explaining income

inequality. Inequality within sources is still over-



whelmingly the dominant factor. However, the range of
Gini ratios, as well as average incomes, according to
income source is rather wide; this implies greater
leverage for policies designed to alter the distribution

of families and of income according to income source.

(e) Sources of income related to property
stand out as pockets of both extremely large average ///
incomes and extremely high levels of inequality. This

is an important subject which needs to be subjected to

further research. J.—;:(
¥

]
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TABLE A.1 -- Provinces by Region, 1956,
~ 1961, 1965 and 1971 :

1956 1961 : 1965 and 1971

% REGION I

Metro Manila Metro Manila ‘ Metro Manila
Manila Manila , Manila
Quezon City Quezon City _ Quezon City
Pasay City Pasay City Pasay City
Caloocan City Caloocan City ‘ Caloocan City
Makati, Rizal Makati, Rizal Makati, Rizal
Mandaluyong, Rizal Mandaluyong, Rizal Mandaluyong, Rizal
Parafiaque, Rizal Parafiaque, Rizal San Juan, Rizal
San Juan, Rizal San Juan, Rizal Navotas, Rizal
REGION I1I ‘
Ilocos and ‘ Iloeos and Ilocos and
Mt. Province . t. Province : t. Province
i | , - _
3 Abra Abra .
Ilocos Norte Ilocos Norte
Ilocos Sur Ilocos Sur -
La Union . ‘ La Union
Mt. Province Mt, Province
REGION III
Caéaﬁan.vallez Cagayan Valley , Cagaxan Valley
o atgpgs & Batanes & Batanes




TABLE A.1

(cont'd)

page 2

1956 1961

1965 and 1971

REGION V

Southern Luzon and Southern Luzon

Neighboring Islands and Islands

gﬁarlnaugue, Mindoro,

Palawan) Batangas
Cavite
Laguna
Marinduque

Occidental Mindoro
Oriental Mindoro

Southern Luzon
and Islands

Batangas
Cavite
Laguna
Marinduque
Occidental Mindor
Oriental Mindoro

Palawan Palawap
Quezon Quezon
Rizal Rizal
REGION VI
Bicol : Bicol Bicol
§1nc1uding Mas&ate!
Albay Albay
} Camarines Norte Camarines Norte
Camarines Sur Camarines Sur
Catanduanes Catanduanes
Masbate Masbate
Sorsogon Sorsogon
REGION VII

Western Visayas Western Visayas

Aklan

Western Visayas

Aklan

g



TABLE A.1 (cont'q) page 3
1956 1961 1965 and 1971
REGION IXx
Northeastern
Thd e No;phgastern Northern
—f2 dindanao Mindanug
Agusan A
Bukidnon Bﬁﬁfgﬁon
Lgnao. ) Lanao de} Norte
M;sam;s Oriental Lanao del Sur
Misgmls Occidental Misamis Occidental
Sur;gao del Norte Misamis Oriental
Surigao del Sur Surigao del Norte
Surigao del Sur
REGION X —_—
Southwestern Southwestern Southern Mindanao
Mindanao § Sulu Mindanao )
Cotabato Cotabato
Davao Davao
Sulu Sulu :

Zamboanga del Norte

Zamboanga del Norte
Zamboanga del Sur

‘bm..."'_

Zamboanga del Sur

SOURCE: The PSSH Bulletin Series Nos. 4 and 14, Family Income

and Expenditures, 1956 and 1961; The BCS Survey of .
Households Bulletin, Series Nos. 22 and 34, 1965 and !
1971.
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TABLE A.7 -- Computed Values of Mean Family Income

Per Income Class, Philippines:
1961, 1965, 1971

1961 1965 1971
Philippines P 1803 2541 P 3736
under P500 357 319 343
500 to 999 738 754 757
1,000 to 1,499 1233 1233 1258
1,500 to 1,999 1724 1728 1756
2,000 to 2,499 2241 2238 2256
2,500 to 2,999 2722 2722 2752
3,000 to 3,999 3408 3437 3459
$4,000 to 4,999 ° "4424 4414 4436
5,000 to 5,999 } 5520 5483 5521
6,000 to 7,999 6963 6822 6891
$8,000 to 9,999 8625 8987 8849
10,000 and over 19805 19874
10,000 to 14,999 11899
15,000 to 19,999 17217
P20,000 and over 31585

SOURCE: Computed from data adjusted to give Gini
Ratios by Source of Income (obtained from

the PSSH Bulletin Series No.
Income and Expenditures, 1961
Survey of Households Bulletin, Series

14, Family

and the BCS

Nos. 22 and 34, 1965 and 1971).



TABLE A.8 Employment in Agriculture and Unemglozmeng
ates, by Region

‘Employed in Agri-
culture as Percent
of Employed

Totally
Unerployed
As Percent of
Labor Force,

Region May 1973 May 1973
Philippines s2.9 4.5
I. Manila § Suburbs 0.8 10.3
II. Ilocos-Mt. Province 65.9 3.6
ITI. Cagayan Valley-Batanes 77.8 2.5
IV. Central Luzo? 38.2 6.3
V. Southern Luzon
§ Islands } 40.5 6.4
VI. Bieol 61.2 1.5
VII. Western Visayas 58.7 3.1
VIII. Eastern Visayas 57.5 3.4
IX. Northern Mindanao 69.0 3.3
X. Southern Mindanao 74.5 2.6

of Households Bulletin,

Source: The BCS Surve
Series No, 33, ManlIa, March 1977, Table 39.



