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" The emphasis of government economic poiley im the

Philippines has bogun to veer distiactly tovltds the
: ai:octivia--cnplcyncnt and income distributioutivkich are
'; rqittlvtlr mass-based, and towards the ia&trunsntt !linh
‘ are; o7 at lesst appeir to be, fastticting. The shife
"ia dtrocticn ;s.nnply indicated in the Constitution of
ibls;aua in the Four Year Development Plan for Pisesi
~ Yoars 1973/74 to 1976/77. By now, the eleventh month of
- martiel law, the‘raiions seer obvious enough. Reforms in
econonic gblity aimed at mass welflte are an inportint
» cnuutoruuisht to the implementizion of marked chaﬁs;skia
| pqlitzéil strocurs, I

. ’Plper prasented £t & conference on "ShorteTerm - i
Employment-Creation Projects in Somtheast Asis," sponsored
by the Southeast Asis Development Advisory Group, Bagwio
City, Philippines, August 21-24, 1978,
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-Wbilippines, The opinions expressed in this peper sre
solely those of the author, and do not necessarily reflect
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to the Philippines (June-July 1973), of Mhich he was
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Some of thc Icre inportant chanzcs which h:va been
instityted by oxgcntive action since Septalbgr 23, 1972
include"

(1) Reorganization af the exccutive byanch of
gowgrﬁﬂcnt. Of high significance here is the new National
Econcmic Developent Authotity (WEDAY, which aalgamstes
into one unit the earlier economic planning and advisory
agencies. The fezipngi division of the country has also
been standardized for all agencies, and regional executives
have been designated. These executives shall bear
respoasibility for {mplementation of government programs,
‘aﬁgnyr'any coordination across agencies which is necessary
tharafor, in their respective regions.

(2) Rqurq;tﬁrigg of land reform beyond the stage of
rental rgducéiqp.iﬁ the stage of land transfer. Judging
by the rate at ﬁh;qh certificates of land transfer have been
~distributed over the past several months, the rate of |
iqp}gmgg;g;&pn has been far in excess of previous efforts.
However, many ambiguities remain, making it_éifiiculf to
predict the £i#a1 outcome. The land retention rate for
eiflandoyngggihas_ggt been clearly spacified, and neither
hgs\thg,gjgggggg;ipn_payment which farmer tenants are to
nqhg, Thg,iggggnggépgw:hefrp}es and regnlations supposed’
tovacconptny the tenant enancipn;ion 4q¢;ee'of October 1972
are still. pgnding as of Angust 1972. The main harvest of
uuvvgbcr 1973-January 1974, at. which the first anortization;



is to b@ paid..ﬁili be s criticat testtng period.
’ (3) Refarn of tha fxnancial sector al!ouing greatet
| Cen rcl Bank control over varions tinanctal instituticns.
and also parnitting 1ncreases in rates cf interest which
| may bo paid to snvers.< Howevcr the iﬂple-entatiun of
interest rlte roforns Bas bogged dowm, dne epplrently to
Central Bnnk defbnse of the banking systen through 8 sort
of patron-client relctionship. o » ’ ,
W Tax and tariff reforu# A 1;¥§§§;ﬁ§b§rn;f decrees
hawe been issncd uhich tend to increase tax collections,
as well as tednce to. & snall cxtent the protection of

dqggstic.indnqtrics.«. g

| Tho dt-cpsions of the elploynont problan were outlinod
in an enrlior paper." fThe solutie& to the problen uight w
’hava the fbllowing general characteristics.' In the first
place, the rate of econonic growth needs to be accelerctel.

- ?through increascs in ths rates of betb savtng and lnvcst-
ncnt. pre!hrably to st leas: ZSt of GN? Given annual

‘popula&ion grbuth of 3. Ot. a growth rate of 6. 51-7 03
£br GNP rcptascnts a nininnn target.$ Tho 1ov01 of invest-
‘ment aoo&i to grow at 11‘ per aanun or more, and it is

falanntd’that public investient grow in the lnighborhcod

1;,&,5;};;;;1_ o
. as, "A Broad View of the Philippine Employment

‘nwun"y' read at "Esplo
t C
Southsatt»Asgla Economies," a gg:gaﬁ ::::::2’52:;::§§33 for.

~ Georgia, Bbcelhcr 1972.
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:of‘sos,ﬁthus snbstantially réisingithe share of*ﬁbvernm&ns%* 
in'CapitgguformézionL  This will require mére; énd hopefully:
more eQuitahle,‘taxatian@,-The°takteffort-is increasing
discernibly, helped by the cbllections from tax amnesty
schemes, extenéion of the tax on traditional export
commodities, widening of the real property tax base, and
increased efficiency in tax collections.

'However,/the emphasis<oneemploymeﬁt’andaonuthe incomes
of poorer families will Tequire that these overall magnitudes

_ of growth-be attained by means of a development pattern

. different from that experienced in the postwar per1od

c/ﬁe have had an*industrlal sector leading the agricultural

~ sector infterms,bf growth, but predominantly import-dependent. .
The set of economic incentives led to a capital-biased
p;oduttﬁnix insufficiéntly attuned to the consumption needs

of wage~workers, but surviving on a narrow market base with

the help of tax,?tafiff and quota'protécfion. The agricultural
and extractives sectors have been forced to bear the brunt

of the nation's export requirements so as to fuel the ' i
industrial sector. This is becoming increasingly more
difficu1t 'as‘tﬁé natural resource frontier peters out, and
 »as rural poverty checks the expansion of the market base for
}1ndustr1a1 products.' The result has been that the terms
ofrtxaﬂe‘fac1ng industry for agricultural.products'have

steadily worsened over time. The policy imbalance favoring




the industrial sector over the rural has abetted the migratione
of workers to anAever-concentrated urban bese, characterized i
by a high rate of -unemployment 51multaneously with declining
real wages.
/Ihe new development pattern requlres, in the first
place government policies designed to raise land ana labor
product1v1t1es in the agrlcultural sector.’ The h1gh pay-off
from investment in agr1cu1tura1 research h?s been clearly
shown in the success of the hlgh yielding varieties of rice.
.(Unfortunately, the early fru1tfu1 years of 1966 1969 were
followed by a perlod of successive calamltles in 1970- 1972
Nevertheless, the HYV have proven to be not inferior to
!traditional varieties, and there has been no sliding back
in the rate of diffusion,) /Kécelerated investment is also
requ1red obvxously, in irrigation, farm-to-market roads, etc.
4éncouragement is also required for the establishment
lof industries in the rural sector. Here the most promising
program is that of rural electrification.;‘The Development
Plan conceives of the establishment of a rural electr1f1cat10j
cooperat1ve in each province W1th1n the plan per1od The
vBlcol River Basin Development Pro;ect and the Laguna de Bay
‘Development Pro;ect among others, also fall in this scheme.
| Coordinated efforts are needed in policies affectxng the
ggggg,of labor and of capital so as to encourage ‘the use of

labor~1ntens1ve pr0cesses in each sector, but especially among
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the medium- and small-scale indﬁstries of the industrial
sector. It is neceséary to lay stress on the fgctor prices
insofar as they reflect costs to entrepreneurs, not insofar
as they reflect incomes of’wérkers and capitalis%s.v/ﬁpprot
priate subsidies and incentives can be devised, e.g., double
deduction of lébdrlcosts ffom'the income tax base, so that a
péiicy which cheapens the cost 6f labor rélative to capital
may not be misinterpreted as one which redistributes income
away from labor and towards capital.

| dgn/increaSe is required in the export-orientation of the
industrial sector so éé fdlsupplement its market base as well
as to relieve the agricultural sector of past of the export
burden, and pefﬁitting it to put more resources into producing
wage-goods for domestic use. This will require some dismantling
Qf’governmfnt protection ovér local industries so as to encourag

 production at prices competitive in the world market,

Egge Policiés}}

~ The Philippipes has had minimum wage legislation for i
‘several years, the last time the minimum was raised being in |
Juné 1979. At that time, a Wage Commission,was also organized,
and given the power to establish higher wages ihan the minimum i;
selected industries on a case-to-case basis. Thus organized
1abdr’iﬁbked upon’the Wage Commission as a special body through

which minimum wages might be constantly raised. However, the



Wage Commlssxon s anthorlty to increase wages was removed

earlier this year. This no doubt has contrlbuted to. the
generally skeptical aptitude held by organized labor regarding
the government attention being given to ‘employment’ creat1on.
The fear is that government is contemplating a reduction in
wages as an instrument of increasing employment.

The empirical evidence on the response of employers
to a reduction in the wage is not too clear. However, the
existence or the non-existence of a strong wage elasticity
of demand:forllabor does not appear to be a very important
point. vSuppose it is possible for more to be employed, at
'the expense of. those already employed, by means of a reduction
in the real wége. This in effect will be a redistribution of
income,to a class which is very pbor from a class which is
almost as poor. In such a case, the reduction in income
inequality, as measured by any index which is sensitive to _
large deviations from the mean, will be very small, and probabl
not worth the dissension which‘organized labor is in a positi?n
to create. If this is understood, then there is little to say,
and little ground for apprehensibn, regarding reduction in the

minimum wage.

Price Control Over Wage-goods

The chief wage-good is of course rice, and, as in sever!

other,qountries, there is currently a national emergency.
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Shortages in other countries hate prevented the governmebt
from simply supplementlng the domestic 1nsuff1c1ency ‘with :
as much as imported rice as would have been desirable. At the
same time? rationing via the price system during the several
months before the next harvest would obviouslytbe contrary to
the ibcome redistribution objective. There remains no alter-
native but ratlonlng on a basis not linked to 1ncome or wealth,
as is being currently attempted through the barangay network.
Slmultaneously, the government is currently undertaklng an
immense credit distribution scheme (Masagana 99), fﬁnded
heavily by USAID, which is designed to offset the pull-out of
1ahdlord credit from rice and corn due to the new land reform.
In the:cases of those goods in which the Philippines
has an expor{ surplus, price control is being effected by the
establishment of export quotas. This has been the case for
sugar and for coconut oil, both of which are currently_high-
priced in the world market. For goods in which there is no
export surplus (e.g. milk), price ceilings are simply imposed
by fiat/moral suasion. i
vvFertilizex is not ordinarily an export sutples
commodity; but with the world price extremely higb this year,
domestic manufacturers bave attempted to export fertilizer,
However, ib view of the urgent domestic need for fertilizer
for the growing of food the government stopped such exports.
In addition, it has instituted a so-called "socialized pricing

scheme, whereby the fertilizer price for food crops (rice and



corn mostly) is much lower than that for export crops (sugar
mostly). The governmenit has made arrangements to compensate a
major fertilizer company for the implicit subsidy.by means

of an ad hoc arrangement whereby the subsidy is in effect

"~ being Chargeﬂ”iéiinst a current liability of the firm to the

government.

Public Works Projects

The government has attempted to learn the cost and
employment implications of applying labor-intensive techniques
in pilet public works projects. Preliminary estimates indicate
~that, in the case of road building, a labor-intensive process
can have a 10wér cost even when labor is costed at the market
price. “Por an average gravel road, it was found that the labor-
intensive process was about 10% less costly, and would absorb
more than seven times moTre employment than the equipment-intens]
process used for comparison. The wage-bill component of cost
was dnly 7% of total cost in the equipment~intensive process, b
63% in the labor-intensive process. It is estimated {:hat thé ﬁl
of labor-intensive processes on public works projects conceived
wtthin the NEDA Four~Year Plan will pfovi&e direct employment t
~aboﬁt’72,000 persons per year. The derived demand for labor to
»produce-the'material‘inputs required on the projects will imply
an édditiénal'nine jbbg~indirect1y created for every ten ‘

directly created.



Manpower Training

There are two policies of immedihte'ihtéteSt here :

(a) the'Natidnal College Entrance EXémiﬁaiibn, and (B) the
training centers beiﬁg established by the National Manpower
and Youth Council. It has been decreed that any student
intending to enter any college must pass the NatiOhal College
Entrance Examination (NCEE), to be given for the fifst time
in November 1973. The NCEE, which will be administered by
the Fund for Assistance for Private Education, is a generai
g:holastic aptitude test for college performance. It is
reportedly a sensitive instrument for differentiating dull
studénts from bright students, though not suited for distinguish
among degrees of excellence. The problem is that there has been
no clear Stateﬁent as to what the NCEE intends to do, i.e. wheth
there will be an absolute quota on college entrants, whether
there will be quota for certain fields of specialization, whethe
there will be regional quotas, etc. Apparently such quotas have
not been set for fear of antagonizing families who look upon
college for their children as one of their few means for upwari
economic mobility.

The National Manpower and Youth Council has been directed to
' establish ten regional manpower and development training centers
each with an annual capacity of 6,000-8,000, plus three te‘chhiga
institutes. Thus far the council has established one piiéi}' ‘
training center in Taguig, Rizal. One indication of the appre-

hension which the government is feeling concerning the setting
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of quotas for college admission is the fact that the NMYC
has been asked to develop programs by which those who fail the

NCEE may be accommodated.
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