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problem of unemployment.

C. Visible Underemployment

Twelve percent of the employed who were at_work»ip May 1973
expressed the desire for more work.. OFf this group, 53.7 percent were work-
ing under 40 hours a week, and 51.3 percent in fact looked fgr moere work.
Table 10 reveals that visible underenployment , measured in terms of the
desire for more work among part-time workers, does not Qary muc h between-

sexes nor between those employed by others and those self-employed.

The underemployment picture was much bleaker in the past. In May

1968, visible underemployment was 13.7 percent of the employed at work.

=

In May 1963 the raﬁio was 15.4 percent. Differences across population

groups were also md}e evident in the past. Table 10 shows the substantial
3

reductions in unemployment and underemployment between 1958 and 1973 across
<

4
different labor force groupings.

APhysical measures of unemployment and underemployment offer but
one perspective, possibly a distorted one, of the Philippine employment
problem.- The growing concern with poverty and the lack of progress towards
equity in income distribution, issues alluded to earlier, call for an
analysié oriented towards the productivity and income dimensions of the
problem. These issues cut across the conventional sectoral and occupatioﬁal
diStihctions, but some basic patterné emerge: low earnings and low
productivity per worker tend to be concentrated in "traditional® sectors
where self-employment predominates, capital per worker is low, and the

unit of enterprise is small.
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TABLE 10

Part-Time Employed Persons Wanting Additional Work,
as a Proportion of All Bmployed Persons at Work

by Class of Worker and Sex, May 1958 and May 19735/
(in percent)
May 1958
Both Sexes Male Female
Total Employed, at Werk : 12.7 1.7 14.6
Wage and Salary Workers 12.7 13.7 10.3
Self-Employed Workers .13.0 i11.0 18.6
Unpaid Family Workers 12:2 10.2 14.1
7
P May 1973
é Both Sexes Male Female
1
Total Employed, at Work 6.5 6.7 6.0
s
J
Wage and Salary Workers 6.9 8.0 b.7
Self-Employed Workers 6.2 5.9 o
Unpaid Family Workers 6.4 6.3 6.5

Note:

é/Part—time employment is defined here as less than 40 hours
of work during the survey week.

Source: Computed from.the BCS, Survey of Households Bulletin,

"Labor Force', May 1958 and May 1973.
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ITI. EMPLOYMENT AMD EARNINGS

A. Modern and Traditional Sectors

What commonly‘gets classified in output and employment statistics
under "agriculture’’ is a set of distinctly heterogeneous activities when
viewed within the context of productivity and lsbor absorption capacity.
Domestic food crops differ significantly from export crops in terms of
input-output relationships. Similarly, the other sectors, especially
manufacturing, commerce and services, each contain enclaves of "organized”
and "unorganized" sub-sectors.gg/ Table 11 contains a decomposition of the
conventional sectoral bfeakdowns, showing the direct labor-absorptive
capacities of the dffferent sub-sectors. The inverse of the direct labor
absorption measure QOuld be a gross labor productivity measure with gross
output (instead of §alue—added) in the mumerator. The industries with high
absorptive potentidl are conversely, those with low labor productivity,

The low employment generation coefficient for the modern consumer goods
sector probably reflects the effects of the impoft—substituting strategy
in the fifties which allowed heavy subsidies to the capital imports of

these industries.g}/

More direct evidence on structural differences between organized
and unorganized sub-sectors is available for manufacturing and the services
sector. In manufacturing, there are diffepentials in preductivity and wages
across subsectors defined in terms of workers per establishment. Labor
productivity in the unorganized sector (establishments with less than five
workers) fell by almost 50 percent between 1956 and 1966, while the

organized sector showed substantial gains (see Table 12). The traditional
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TABLE 11

Sector Employment - Qutput Ratios and Direct Employment’
Effects of P1 Million Increase in Sectoral Final Demand

Employment requirements Direct
per 1 million pesos employment
Sector increase in output effects
1. Dcmestic food crops 1267 123855
2. Export-crops ' 506 54:9,7
3. Livestock and fishing 849 - 660.7
4. TForestry 311 312.8
5. Mining and fuel 59 60.4
i
6. Modern consumer goods 30 32.4
7. Traditional consumer goods . 280 233.1
8. Other Manufactuglng u8 63.2
9. Comstruction 152 : 154.3
10. Transportation &and
public utilities 213 232.0
11. Modern Services and :
wholesale trade 65 73.3
12. Traditional services
and retail trade Lhy 460.0
13. Government : 259 , 259.0

Source: ILO, Sharing in Development, 1974, vol. IX, p. SP 19-15,
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€8 in Menufacturing, 19561969

__E:?iiifﬁiEW;MW__“ Less than 5 worke
Labu? By Ayera . Labqf :af
Productivity-" ,mﬂ§§§:~u_aMM_EEE§EEEif;ﬁX:mJ
513 © 2004 1125 485 .2
5952 1886 e 10,1 e Sy
1958 6452 195! 2132 1207 501 .8
1959 69LL 096 . 2262 . 1278 457,7
1960 6349 2135 2208 1161 401.1
1962 6897 2211 1555 1114 383.1
1963 7194 2309 1745 1233 283 .14
1964 7042 * 30 2208 1302
1965 6711 é 2606 2237 1377 286.4
1966 7246 3 2869 2257 1422 - . g7
1968 8252 5 3255 2292 1640
1969 861e 7 3038 2220 1564
Notes

a/

In 1955 prices.
1—)/In'curren*c pPrices.

Source: Romeo }, Bautista,

Productivity in
No. 1, 1974, pp.

NEDA Journa

laf%wlwwm@’ﬁmhwmm:mdLamr

Small-Scale
43 7and 46,

Manufacturing in the Philippines™ Vo1, T,
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sector accounts for the majority of manufacturing employment (69.2 percent
in 1968), but its share has declined (from 73.7 percent in 1956). Even the
organized enclave experiences a dualism: between the small and the large
establishments, the gaps in both labor productiﬁity and wages have been
widening. By 1969 labor productivity in the large establishments was four

times higher than that in small establishments, and earnings were twice as

high.?g/

A Qefy'similér dualistic structure is found in the serviéés éector.
Employment iﬁ the unorganized sub-sector has been declininglgradually from
64.2 percent of total gector employment in 1961 to_61.4 percgnt in 1971,

The iLO Employment Miséion's assessmentvof the de&elopments in the services

sector is worth quotiﬁé in full:
-

2. i

The gapfip labor productivity and in wages between
the two sub-Sectors in striking. Output per person in
organized commerce, for example, is about six times as
high as in uncrganized commerce. For retail trade alone,
average wages in larger establishments are about twice
those in smaller establishments. The wage difference
between a general grocery. store and a sari-sari store
[a small neighborhood variety store] is even larger,
about four to one. If the sari-sari store can be taken
as representative of unorganized retail trade, then
there is an obvious gap between the organized and un-
organized commerce sectors. In wholesale trade, average
wage §§7nings are again about twice those for smaller
ones,--

B. The Hmployed and the Self-Employed

£t the micro level, a recent cross-section study explored the
relative effects of several factors on income.inequality among household
heads.gﬁ/ For both the employed and the self-employed, education was

found to be the single most important variable explaining income variations.
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Except for college graduates, the self-employed earn less at every level of

education. Among the employed, occupation is the second most important

de terminant of income: among the self-ecmployed, one's sector of emp loyment

ranks next tc education. The class of worker variable (whether emp loyed
or self-employed) itself ranked only eighth out of eleven factors studied.

This suggests that the distinction between employment and self-employment

may simpiy stand for other, wider differences in characteristics among
workers. Education is certainly one of those characteristics: in the sample,
21 percent of theremployed finished at least high school, compared to oniy
10 per cent among the self-employed. Since the higher explanatory power
of the occupation variable was greater than that of the sector variable,
this suggests thét definitions of "traditional’ and "modern” or "organized"
and "unorganized" séLtors should be made with reference to particular

1
occupation groups.'iGovernment employment, for example, seems to provide
protected sector eﬁployment for the unskilled, as it pays minimum wages
higher than unprotécted sectér wages.  Yet the gévernment behaves compe ti-
tively in the market for the highly skilled.g§/ Thus, the dichotomy between

traditional and modern sectors could be exaggerated to the extent that an

appreciation for the complexities of the labor market is lost.

IV, SPECIAL EMPLOYMENT PROBLEMS AND ISSUES

A. Education and Employment

Mean education levels vary significantly across sectors and across
occupations. Variations within subgroups, however, are also very wide,

especially in non-agriculture. The correlation between education and
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occupaition is thus very low. Some would view this ‘mismatch™ as a
misatlocation. of costly resources, while others see in it a rational and
efficient response of the supply of educated labor to prevailing market

26/

conditicns,--

Although education is found to be the most important determinant
of earning;s among household heads, education viewed as investment is not
that profitable, from a private as well as a social accounting framework.
Table 13 shows that the gap betweeﬁ private and social returns is widest
at the elementary education level, as the government bears the bulk of direct
schooling costs. The garrowing of the gap at higher schooling levels
reflects increases in &he share of schooling costs being borne by the

students. .f
b

i
In higher edﬁcation, it appears that the ppobability of landing a
job in the organized sector is influenced by the type of institution the
college student attends. Marginal rates of return are highest fqr public
school gradwites, followed by those from religious institutions, and followed

7/

lastly by grs.duates from propriectary schools.g—

B. International Migration

The Philirpine brain drain problem is an issue deeply linked with
the problems in hig:ler education. Since 1967, the outflow of highly skilled
Filipinos has been alarming. In 1970, 8,881 professional, technical, and
related workers migrc.ted to the United States and 1,152 such workers
migrated to Canada. These Filipinos éccounted for 39 percent of all Asian

skilled emigrants to the United States, or 19 percent of the world total.gg/
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Private and Sociazl Internal Rates of Return to Different

Levals of Education, 1971

(in percent)

scclal

1. Elementary, 1-4 years

over 0 schcoling 5.0 9.0
2. ‘Elementary, 5-6 years

over 1-4 elementar 6.5 8.0 ®
3. High Schocl, 1-3 years

over 5-6 elementary 4.0 4.0
%." High School, 4 years’

over 5?6 elementary 6.0 6.0
5. College, 143 years

over 4jhigh school 5.0 5.5
6. College, H;years

overffkdgh school Ted 9.0
7. College, 5 or more years

over 4§ high school 7.0 8.0)

Source: 1ILO, Sharing in Development, 1974, vol. I, p. X - 18,
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The outflow of medical personnel is especially heavy in relation to the
stock and to the replenishment of the stock: 3,365 of the 1970 migrants to
the U.S. and Canada were in the medical figld although the number of medical
;gradﬁéfes in:197d wasﬁiéss than 4;000. (Théée migration figures exclude the

flow of the'emiéranfs' dependents.)

Abstracting from 'cosmopolitan’ or 'nationalistic'’ issues of whether
wdrld welfare or national welfare should be maximized, one could view the
-Brain drain phenomenon as an outlet for the excess supply of educated labor.
On the other hand, the opportunity to migrate may be.;n important de termi-
nant of the excess supply. The availability of higher educationalv§pportunity
in the Philippines has been elastic (at least before the institution of the
Né{ibnal College Entfénce Examinations in mid-1974) at relatively cheap prices.

*

The opportunity costj%f a fresh high school graduate is low if one allows for
b : z
the high probabilityéof unemployment. Overseas job prospects may easily raise
E
the‘expééted returns from coilege education as perceived by the student. The

U.S. 5ob market functions as an organized sub-sector,” attracting hordes of

"migrants’ to college, medical schools in particular.

C. Industrial Relations

Union membership -counts may serve as an indicator of the size of
employment. in the organized sectors. -The Bureau of Labor RélétionéAreports
5,059 registered -labor unions in 1973. Among the registrants, the 1,563
thch reported their memberships had 244 members on’ the avéragé. This '
implies a total of 382,173 union members, or 11.5 per cent of wage and
salary workers excluding those in the government and domestic services

sector. A sectoral breakdown shows that most union membership is in
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manufacturing (Table 1u4), Hdwever the services sector (excluding government
'~ and domestlc services) is the most hlgbly unionized, with 37.7 percent of its
wage and salary workers organized. Next come construction with 37 3 percent
and manufacturing with 20.5 percent. These statistics support the relevance

of identifying sub-sectors within the broad sectoral groupings.

To the extent that.unionized activities tend to be more prevalent
in the modérn sub-sectoré of the economy, where labor costs as a proportion
of total costs may be small, the scope for potentially distortive union wage
demands may be minimal. in fact, real wage indices for both skilled and
unskilled laborers have been declining over the.pést four or five years.

As these indices aré gathered from surveys or relatively large establish-
ments, they may be.teflectlve of relative wage levels in the uplonlzed

1
SeC'tOPS 7

3
s

. , §
Government guidelines on labor relations are set forth in a new

Labor Code decreed in May 1974, The promotion of free collective bargaining,
inélﬁding voluntary arbitration, to settle disputes is a stated objective

in the Code. Provision is also made for the "rationalization® of union
organizations, which means that no federation or national union shall be
regigﬁgredhto.engage in any organizational activity in more than one
industry. ﬁﬁhe implications of this provision on labor relations remain to
be seen.) In the meantime, strikes and work stoppages have been prohibited

since martial law was proclaimed in September 1972.
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TABLE 14

Reported Union Memberships, by Sectcr, 1973

Proportion

Percent to Sector
Distribution Employees
All Industries 382,173 100.0 11.5
Agriculture, forestry
and fishing | 6,436 17 0.7
Mining and Quarrying 7,708 2.0 15.4
‘Manufacturing 169,761 Yl L 20.5
Censtruction : 6,939 1.8 37.3
Utilities _ 13,421 3.5 1.5
3
Commerce : 47,632 12.5 10.6
Transport, Storaie,
and Communica®ion 53,803 4.1 13.1
; : 3
Services - i 69,470 182 38.8
Activities not f
adequately described 7,003 1.8

Sources: Department of Labor, 1973 Yearbook of Labor Statistics,
: 1974,

BCS, Survey of Households Bulletin, ‘Labor Force',
May 1873.




The Philippines is currently undertaking a massive family planninrg
campaign. Left nreViously tc the initiative of the private sector, the

population control program has, since the start of this decade, caught the

active support of the goverument. Thus, an official target is the reduction
of the population growth rate to 2.5 Der cent by the mid-seventies. By June

1973, public clinics accounted for 62 ﬁer cent of the total number of
operating family planﬁing clinics in the country, and the number of new
acceptors had reached almost five times the 1970 level. However, the
official target sedins somewhat optimistic, given the three percent growth

rate of the populaiion in the sixties.

Fiscal poiicy-is also being utilized for the population program.
Personal income t;; exemption is now limited to four dependents, and the
dependency age has been reduced from 23 to 21. The effective tax rate on
married coubles is also higher than on single individuals, with couples
required to file joint returns. This would tend to favor delayed nuptiality,
though it may also have negative effects on labor force participation among
married women and corresponding pesitive effects on fertility. While these
fiscal measures dc not apply to low-income families whose earnings are
below taxable levels, the prcportion of families whose incomes become
taxable (¥1,800 or more ﬁer year) has grown quite substantially, with the
‘high inflation rates in recent vears. There are now over 4 million income

tax filers against some 7 millicn households.
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The new Labor Code also embodies regulations designed to encourage
family planning among working women. Maternity leave with full pay is
limited to six weeks, effective only for the first four deliveries. Employers
are required to provide family planning services as well as incentives for

family planning.

The current nutrition program likewise has strong productivity
overtones. Emphasis of the program is not on adults but on children, for
whom the pay-offs are expected to be larger, in terms of longer recovery

periods as well as highér marginal biclogical gains from improved nutrition.

While the effects of fémily planning and nutrition programs would
be felt mainly'in the long run, more immediate corrections on the supply
side are being applieg in the form of manpower training and education
policies. The Natiqqgl_ﬂanpower and Youth Council aims to.estaﬁlish ten
regional manpower anﬁgdevelopment training centers, each with an annual
capacity of 6,000 to“8,000 trainees. The utility of the present forms of
vocational education in the country has been questioned,gg/ and it is hoped

~that these proposed training centers would incorporate lessons from past

experiences with vocational training.

Access to higher education is begimnning 1974, limited to at most
three—fou?ths of high school graduates by means of the National College
Entrance Examinations. The results of the examinations for the school year
1974/75 briné_into focus wide disparities in achievement levels across
regions; In Greater Manila, 86 percent of the examinees qualified, but only
two-thifas or the candidates from Fastern Visayas and Mindanao succeeded in

passing the examinations.gg/ The likelihood of qualifying bears a strong



correlation with income. Only €3 per cent of the students whose

earned below F100 per mcnth qualified, while 88 per cen the students

G

the higher income groups (P1500-3500 a month) passed.~“’ As a testin

(O

device, the examinaticns showed how incomes interacted with relative depri-

vations in achievement levele. As a rationing device, the examinaticns may
have far-reaching censequences on the equality of educational opportunity

[4
O

ICross incoime classzes. The probzbleé impact of the rationing scheme is

‘e

fficult to-asscss at this point. Prior to establishment of the NCEE as a

o
I

(o]

requiremenf, less than 75 per cent of high schocl graduates even attempted
"to go to college. Given its potential, however, it is an issue which
deserves a closer look. » B -

i

B. Demand-Oriented “Approaches

The main sSrategy adopted by the government for produc tive
employme it expansig§ remains that of accelerating economic growth. The
Four-Year Developmé;t Plan for Fiscal Years 1973-1976 envisioned mining,
manufacturing, and.construction as leading Sectors. The recommendations
of the 1973 ILO Employment Mission, coupled with the oil crisis and the

recent slump in world prices of major mining commodities, may have changed

the sectoral emphases of the National Economic and Development Authority.

-The ILO mission’s recommendations run along two main strands--the
mobilization of the rural sector, and the diversification of exports to
non-traditional, laber-intensive commoditiesc§g/ More specific recommend-
ations are suggested on the implementation of the "two-pronged strategy’,
the underlying principles being the diffusion of incomes and opportunities

to underprivileged groups and the convergence of resource pricesz to their
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true social opportunity costs. One major suggestion of the mission which
is having trouble being heard is in the area of interest rate policy.
Maximum savings and borrowing rates set by law are far below the prevailing

rate of inflation, in effect making real interest rates negative.

In agriculture,.the,government has been pursuing the land reform
program somewhat more seriously than before. The impact of land reform
on productivity, however, appears to be nil. There is no difference in
productivity among sharecroppers, lessees, and owners, as confirmed by
similar patterns of use of various inputs such as fertilizer and new
varietigs. The real difference among the tenures is in the rentals
paid. The potentiai effect of the land reform program, thgrefore, will
be solely in the ag%a of equity.§§/ But the actual equity effect may
not be very large, ;las the compensation rate for the landowners appears
to be very high. 5n the positive side, the land reform program has
afforded the tenant greater security of tenure than in previoﬁs years.

Efforts to raise farm productivity are also stressed. The
government has engaged in pilot projects in road-building and flood
control to determine the scope for employing labor-intensive techniques

34/

in public works activities.--' Rural public works, fragmented in the
past, are now being integrated intc area development programs such as
the Upper Pampanga River Project and the Bicol River Basin Development
Project. At the farm level, the government is more keenly aware of
production responses to price incentives. Thus, while food prices

were held back by price control in 1973/1974 to stem inflation,

"counter-distorticns" have been introduced by way of subsidized



fertilizer for food crops (but not for export Cvops) clid (icsi.

From the viewpoint of mass welfare, the most immediate vroblem
confronting the 'Philippipe éccuciy in the 1970°s is

the congsumer price indew vo Ly ©0 nercent between June 1973 and June

1974 it rose by 56 percent.) Unemployment per se has lost its importance.

The national unemploynment rate fell from 4.8 per cent in dovember 1973
to 4.1 per cent in February 1974, but the sustained rise in prices has
so eroded earnings that the real wage rate is now at its lowést in the
entire history of the Republic. Thus, even as a few thousand more
peop}e find empl%?ment, millions of the messes find their real earnings
eroded by inflation. More families are pushed below the poverty
thresheold, and t’ose already there suffer further deprivation.§§/
Relative inequa]‘%ty also worsens, as different groups suffer according
to different degrees. Property owners, for example, find the value of

their assets roughly keeping up with the price level, while fixed-

income recipients suffer most.

The government seems fully aware of the problem, but attempts
to curb inflation have centered on controls on prices of basic commo-
dities, particularly food prices. To mnegate the depressing effects of
price control on incentives to food producers, a subsidy on fertilizer
for food crops and massive farm credit have been introduced. The
present structure of the credit program, however, is itself inflationary,
since it has been dispersed into the rice economy through rediscounts

of loan paper at the Central Bank. From an initial loan of F77.5
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million in 1973 from the United States Agency for International
Development to the Central Bank, a total of ¥503 million had been lent

out by April 1974,38/

Although Philippine expefience with double-digit inflation
began only in 1970, the problem started fcrming much earlier. Money
supply has been rising at double-digit rates since the early sixties, and
may only have been prevented from pulling up domestic prices earlier by
developments in the trade sector. But the pressures stayed, and found
an outlet in the 1970 devaluation. It is clear that to the extent that
the Philippines is_a very open economy, its price level is sensitive to
world price movemeéts. World inflation, however, is not the primary

- -

explanation for Pl_z’ilippine inflation.

The scopé for immediate positive action is very broad, within
a present policy'structure characterized by fluidity and "dynamic
flexibility." However, perhaps because the inflation problem is
relatively new, its roots have not been thoroughly explored. Monetary
restraint is an avenue which, the government seems to feel, has its own
unfavorable consequences on the objectives of growth and employment.

Meanwhile, something must be done to counteract the adverse distributive

effects of inflation.
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These control values were initially understated; they were
revised upwards in 1965 and again in 1971 to approach the census
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understatement of the controcl values lent an upward bias to
labor force growth rates computed from the survey estimates.

See Ruprecht (1966).

ILO (1974).
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