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A system of protectlon has existed in the thppines sinoe 1950

: ti.on arising ﬁ'om decontzcl. The result is a system of mtection mday

that may be sir{nilﬂat«’in 1ts stmcture to that of the 19 sa's uadar exchanqe

| :umtnl " Wh thi&lis diificult to demonstrate in quantitativa ter )‘”’” -

mﬁ stmetnre.; ﬁe&uw .f the magmtude (ahoat &0 per cant) of:h&ievﬂ* .

=

g i.; uatian, however, we can judge that the wgemu mrelﬁmmmn 133394

thaefme, of the b__mgs) ha's;dimms.shed

S R e Y

ﬁ .




- :rodueas, but aiso something abOut the inﬂuences from protactim that have

guided indusu'ialization in the Phﬂippines over the past decade and a half

~In any case, however, the year 1965 has ‘been s‘elected for stutf?

the protection system because it is the most recent year for which dataﬂeé B

mput-cutput data 1n manufacturing is available.@é‘he heart of the study is

e ers g Kyror e i TSt N

. the estimation and analysis o potential “and! ef

sixteen other sectors .1 Por purposes of comparison with other countrtss,

estimabes of rates of protection have been calculated also on the bas&a af a

standardized- mput-output table.

Beione turning to this, however, it might prove valuable to pmvide ‘
N . o
‘some background by tracing briefly the main lines of development eﬂ:he SRR

Philipplne economy\in this aentury Then the develepment of the syste

protection: and 1ts pri cipal characteristics will be bvteﬂy deacﬁbed as an,

.

1ntroduqﬁon to the analysis of the system.

-

*Long ’I‘erm Economic Grow vinfthe thppmes, 19@&@51. ~ lings
the Conference en Growth ef Qutmt in the thppmea, w Baﬁos, :
10, 1966,




f’though the data are not reliable enough to warrant great confidence in. thie

estimate.ﬁ)ividing output betweeﬁ agricultural and non-agricultural,

find that in per ca,pita terms the former has grown scarcely at all, whﬁe

ad

.the latter's gmwth rate appears to be about 1.6 per cem: per a _gm These

*estimates are shown 1n Table I where the division of th@whole period muo ‘

sub-periods shows clearly also the uneven time pattern of growth \{ The

' ‘ﬂt‘st sixteen years and the last eighteen shew rapid growth, both in abso~ ,

‘

' lute and per capita terms. In between output stagnated and per capite aut .‘

rs

put declined.

/

Before the 1950‘s the main influences explaining ugs and dewns in

: the rate of growth were U.S. tariff and trade gglicies, depgessiogs and
: wars.ﬁ_n the last decade and a half, however, - domestic policies, partic- \

ularly the system of protection, have had a signiﬁcant influence on

-

While the rate of increase in agricultural sutput was mederately
~ high m both perieds of rapid overall grcwth it was the nﬁnuﬁscturmg

sectcr that 1ed in each case. This was especially true after 1948 when the

ture decuned, as is evident frem Table II.

In the earlier gg iod (1902-1918) . the gains m@ uring were

(concentrated in foed processing,) particularly sugar. Manuiacturing growth

|

| in ﬂth’e 19'50'5' . iIn COnt:"gisi:;,was across a brcad frttat ‘%‘t

with a great vaua:y tffabrieacn




ANNUAL GROWTH RATES

’ {per cent)
: , : PER_GAPITA PREDVCT AR
T = ‘ = T Agri- Non-Agri~ zwse.mvcma
_Total culture. culture  turing ‘' tion ‘' Total  culture  cultyre
,@%Lﬁm 44 5.0 3.6 7.8 .9 7 3.0 1.7 5.0
emasse L9 05 34 28 22 w3 L7 L2 06
Nwowmh-mrﬂg l-O.oM ' 0,0 -1,0 . lw'm v 7 NQW .lMoN—. .v .. \ -1.9 fNo.W 5.6 . v - :
,_ng..wmmw 6.9 3.8 9,1 12,0 3.1 3,5 0.7 5.8 8.6 :
96141966 5.1 4.1 5.3 6,6 3.2 1.8 0.9 | 2.0 3.3 TR
. * . ' . . .; ‘ ‘,s .
3.36 2.5 . &0 Sel 2.3 L.00 . 0.7 16 ° 2.7
\,wna_dnwm‘” For chmuwgw. Richaxd W, Hooley, ...bou.m Term Economic Growth in the Philippires, Hmonxsmmw.: -

Proceedings of the Conference on Growth of Output in the Philippings, Los Bafios, umnmn&mu mnwo”wwmu.
For 1961-1966, zmnwouwp Economic oocunt.. umimmm national income accounts,




mwomm ugmﬁ..n Mwogaﬁ w.m Hﬁag ORIGIN AND PERCENTAGE
(value in 1955 wuu.nmu wﬂ aﬁ.n»on pesos)

j 1556 — 1355 10 1965
Value % Value % Value % Value %

33

.,. .xbm,,uwn&.nﬁmu fishery and forestry 2214 40 3161 ﬁ, ,w,.:o |
2, Mining and -quarrying 7% 1 12 1 157 2 195 2 23
Menufacturing %7 10 00 13 1657 17 2; 18 2385 18

. Construction 224 & 230 3 325 3 506

" ‘Transportation, commmication, | v :
- storage end utilities 192 4 250 3 413 5 593 = 5 622
 Commerce 706 13 81 11 1444 15 1647 13 1721 13
 Services 1590 28 2000 26 2609 25 347 26 3305 2%
Less: Net factor income from abroad (20) =  (133) 2 S | | _w_ 1o
Sub-Total: Net Domestic Product. 3396 100 7757 100 %33 1% 12269 100 12785 198
., Hu&.nmnn taxes less mcw,mu.nwmm 346 633 . 880 B 989 1616 ,
4u&wumn»mnﬁnu , . 315 430 585 1119 o 1201
_.aonmﬂ. “Gross Domestic Product 6257 8820 11100 - 14397 15002

e zwnwoawﬂﬂnougo a,oth»..... u_m.ﬂ»wou national mn,noaﬂnn.




ammg in shares at tﬁe expense ef faod, beveraqes, and clething manufa

‘This can be seen in Table III, where long-run changes in percentage shares

fer eighteen manufacturing st;bseotors -are shown.v

. Hceley has attempted t;eroiceny t_b produee estimates of the soutcesf
of long-term growth for both agriculture and manufacturing. If his estimates

are indiéetive of actual productivity trends,the picture is a depressing one.

¥ In-agriculture, despite substantial increases in inputs of land, maChiner{r,

‘and animals per werker ,(labor productivity increased only seventeen per cent)

02 and 1961, Productivity of all inputs declined about fifteen per

cent over the period. .&ﬁ manufacturin‘g, labor preductivity rose more -- about :

(50 Et ce'nt)'over‘ 59 'years -- but this required a mere than doubling of the

dapital-labor ratio‘, S0 that@'lﬁput per unit of capltal declined Jsubstantially, o

as did the productivity of both inputs aggregated Pafi-ef this unimpressiVe &

performance can be explained by the depressien of the 1930'3 and World war II

But even in the two periods of more rapid growth, at the beginning and at the‘

end, productivity gains "we:e not impressive.

We can relate these results te the earlier one conoeming growth of '

pe: capita income, the latter serving as a proxy ‘for growth of labor pmductlvity.;
on the assumption that labor force'participation rates were. unchanged. Then

Hooley's«da;a tells us that_la_b‘t prqductivity in both,qgricultura and manufac-

turing grew more slowly than the one per cent everall rate of grewth. Of course,
productivity in all secters could grow more slowly than : the average rate if .

laber is shifting relatively to the higher productivity seeters. The data 8
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N mame Ime

| PER CENT DISTRIBUTION OF{ VALUE ADDED| IN PHILIPPINE

MANUFACTURING BY INDUSTRY GROUPS

in the Philippines; op. cit.; Bureau o
1966 Survey of Manufactures. '

f the Census and Statistics,l :

20 Food Manufacturing = 23.7 50.9 52.1 30.8 22,0
21 Beverages @ ‘ 12,7 5.3 4,7 25.1 - 10.3
22 Tobacco Products 24,2 9.6 7.2 4,7 - 544
23 Textile Products 0.5 0.5 0.8 2.6 6.1
24 Pootwear and Other : ‘

.‘ Wearing Apparel 5,9 . 3.5 7.8 6.6 2,7
25 Wood and Cork Products 8.0 5.4 5.3 9.7 5.0
26 FPurnitures and Fixtures 2,3 1.3 1.9 1.8 0.9
27, Paper and Paper Products 0.0 0.0 - 0.0 0.0 2.6
28 ' Prdnted and Printed ‘

Products 4.9 1.7 . 3.6 3,7 3.5
-29 Leather Products 0.7 0.3 - 0.1 0.0 0.3
30 ~Rl!bber' PrOducts ' 0;0 0.0 0.0 006 304
31 Chemical and Chemical - ) '
32 Products of Coal and Lo
‘Petroleum’ a : a b b 4,0
33 Non-Metallic Mineral '
) mducts ol . 3.9 0.7 3.3 2.1 5.5
’ & BaBic Metal alld ‘ )
35" Metallic Products © 0.9 0.8 0.7 1.9 7.1
3% Machinery 3.6 0.8 | 0.2 0.5 43
38 Transportation Equipment & 1.3 0.4 1.0 3.2

39 Miscellaneous Manufacturesé.2 5.9 3.9 5.7 1.3
Total pmafacturings ~ 100.0 100.0  100.0  100.0  100.0
Notes: a = negligible

b = included in miscellaneous manufactures
Source: Salvador Umafia, “Growth of Output in Philippine Manufacturing:
1902-1960," Proceedings of the Conference on Growth of Output




that the propottion of the laber force in a‘grlcultnre remained constant while

that in manufacturing Tiere than tripled, implying a decline in the proportion -

in the ether sectors. The identity Y JLg= Yg /X O |
" 7 Lg/L -

]

“Where Y and L are output and labor force, and the subscript s lndlcates

sector s, then tells us that labor productivity in these other sectors rose

N

more r_ap.idly than the agg’regate rate (since Ys/ Y rese and Lg/L fell),

v
~ The conclusion seems to be that the mﬁdest@fe per cent rate of

ﬁse per caplta lncomé came principally from a relatively rapldly rislng

labor produ‘ctivity in sectors other than agriculture and manufacturing plus
a relaﬂve shlft of labor to the high productivity manufacturing sector. T;he‘
failure of agrlcultural labar preductivity to increase to any slgniﬁcant extent

plus the relate_d failure to reduce the proportlon of the labor force en‘gaged- :

in the low productlvlty agricultural sector appear to be the prlnc_ipal‘ factors
holdlng down the averall rate of growth. These conclusions must be
'considered only tentative, hewever, because of the nature of the data,

especially the omission of the constructlen and services secters.

It s interesting to nete that in the' mest meﬁtw
grnwth,ﬁ 1948-1961} when éer aaplta income grew\at a rate oftﬁ.s per cent7

/_,._—-\

per annum, the most slgnificant dlfference seems to have boen the very
——————

much faster W pruucgzi_tx__n.mnu_,mung though anether
'mn'ibuting factor was a medtest declme (seven per cantl h the propl'mon

[

,eﬂabor engaqed 1n agricuztute. /;_‘;_;;’;_:« SR,




More comprehensive data are ava;lable feor the most recent tws -

decades. Because the reconstfueﬁon of the econemy required several years,
it is better to judge pest-war §mwth as beginning ne ear;ier than 1948.
Table IV gives real gress domestic prbdﬁct‘ by industrial erigin
‘for selected years 1950-1966; Table IV givee the ammal pex:centage rates. of
grewth ef GDP and its major sectors of origin fox@ It is evident that
@ver the whole period was mederately rapid W :
N Mbut that growth slowed somewhat in the secend half of the perio&
to a 5.1 per cent rate in contrast to a 6.6 per cent rate in tha first half. 'I'ha
: S;owj.Wn was almost entirely in manufacturing where the growth rate ieelined

from 13.3 per ceht in the first half of the period te 6.5 per cent in the second -

T

half. In contrast, agricultural growth slawed enly slightly and the growth rate

of services increased mederately.

:%The(retardati'n of gmwth in manﬁacturimﬂdoes not seem to have

been a result of decontral and devaluation. the growth rate during 1961-1966
Bemg virtuany ‘the same as for 1957-1966. A cleser loek at the annual rates -
‘suggest that the turning . point might have been reached in the middle 1950'3.
It is possible, however, that the method of estimating ‘manufscturing growtb
may understate gains in mere recent years, because af low weights accorded |
te new and rapidly growing industr&es , So that the M,_
“than the official W o \ 4

g




TABLE IV

GROWTH RATES OF REAL GDP .~
~ AND MAJOR SECTORS OF ORTGIN 19431966

(per cent per annum)

Services

& Manufactur;ng

Agriculture

- GDP

Year

5941692631”781599002

0760739909545564555,

X

“
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5075322768924527354
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In an? case, manufaeturing growth Was rapid over the whcle
period. its share in tetal product rising sharply fmm nine per cent in 1948
Jto eighteen per cent in 1966 and agriculture s share dr}opping from 40 te 32
per cent over the same period. Moreover, as-was 1ndicated 1n the previous
, sectic.n, the growth occurred across a broad frcnt of manufacturmq sactnrs
as dpmestic production (principally at finishing stages) was substttuted ’
behind protection for imperts of. manufactures . o
The ragic(cfecline in imports of consu@as a share

of tqtal manufactured 1mports and the corollary rise in the share cf capttal

gaqu is seen J.r. The standard international trade classiﬂcaticn

of Table VI shows a sharpfrise in the share of crude material‘)and a decline -

in that ~of fcod~ beverages and tobacco. Puels and -ther manufactured goeds

showed uttle ch ang ¢ inrelative shares, Thus, the trend ef imports demon-

strated the usual pattern 1rtprocess of import subsﬁt@ agital goods

and matetials replacing consumption g%ds in the 1mport bill, The latter,
S

in fact, represented less than five per cent of tgtal supply (pr'iuction plus

1mp'rt3) of mamtact ured censumption gggds in 1965,

as a share 'f tqtal imports . This has its counterpart in the sharpi rise of

intermedtate goods as a prqportion of domestlc manufacturmc) as shown m

Table VII. Domestic pmducticn of intermediate manufactures ju M :
wl began tn 1960 but then tended to IMMS were




'rA'BLE' v

PHILIPPINE IHPOR"‘S OF Vu’XNUFAC’l‘URED GOODS

S ﬁ 1640-1965

\

“Total Manuface @g@m— Inputs Into CQ_EL“I_@
- __tured Goods . Joputs) Congtruction ¢
1 i@"w ue Y Value (1000) % _Vaiue (P000) % Va nmum‘ Val

" i

1?5,335 80,253 42 19,4719 1 2,07 16 55,685
42,075 17,537 4 60,558 13 54,37 19 '\120.,.‘5;3;,_";"
.70‘8,5.05‘, 3.16;,567 r @ © 70,555 10 158.'528’ 22 162,6‘15}

8"21\9',‘5_1‘5. 343,397 42 66,361 8 3ao;101 | @ 24,655’
'1,926;054 751,161 Y »173,345' 5 8;’:6,724 45 '134.,825 i

ce: Foreign Trade Statistics of the Bureau of the Census and Statistics.-




TABLE VI

PHILIPPIRE IMPORTS & EXPORTS .
- (thousand pesos)

Food, Deverages, Cru'de Manufactured
. Tobacco Materials " Fuel ?‘ Goods
Jear . Total | - Value % Value ye Value % Value -% k

269,462 49,701 18 6,206 2 28,416 . 11 185,308 69

| ..

747,591 197,276 26  23,03C 3 74,260 10 452,975 61

w

1,061,329 232,510 22 31,965 08,549 . 8 . 708,305 67

1,220,640 172,174 14 76,829 6 151,122 12 829,515 68 -

(o2]

3,100,301 643,617 21 . 246,501 204,129 9 1,926,054 62

rts

-

305,320 123,147 40 166,601 55 . - 15,572 5

- 656,817 18w,£54 28 452,703 69 - - 22,960‘ 3‘~

; 833,126‘ 276,249 33 © 514,178 62, o - 42,699 5

1,070,675 323,392 31 691,045 64 ] - 50,03 8-
2,979,720 965,550 29 1,946,478 65 14,665 ' 1 149,719 5




" PABIE VIT

PHILIPPINE ‘VIANUFACTURIM} PRODUCTION
(Thousand Pesos) : /

L4

1948 1956 1960 1965

Total o oll,8L5 - 1,818,769 3,2ul,132 6,346,586

Intermediate Inputs

Value . 28,327 147,347 507,529 ‘1,3‘18;-935
% : ‘ 3. ,_8, J:ém B2 S
Inputs into Construction S ‘ SO
~ value 35,910 117,408 230,681 395,768 -
% . b 6. 7 6 e
Capital Goods o o |
- Value 10,851 . 61,8097 89,875 218,241 -
% -1 3 3 4
Consumpt‘iox; Goods ‘ :
Value : 6123922 953,383 1,698,273  2,7h8.71h
% 55 52 52 T
Export Goods ‘ . ‘ | o
Value ‘ 167,311 2k2,555 285,153 952,652 - -
9% 18 ‘ 13 9 15
Rice Mill Products ' ' -
Value i o ©11,102 11,149 21,463 28,133
% o 1 1 T | ' -
Sugar Mill Product,s
Value 78,422 285,118 u11 058 684,142

% . ‘ 8 16 13 11

~ ;

. Sources: Bureau of the Census and Statistics, Annual Surveys of Manuftcturer;.
& ~ ~_, Census of the Philippines: 19&8,
Economic Census Repart Volume IV,

: ' , Economic Census of the Philig—
_pines, Volume III (Manufacturing), 1961,

.




Despite the sharp changes in the structure of ‘domestic prqduetitn,
Philippln showed almost no variatien frem thetr trac_iitional pattern, .

 as evidenced in the siariderd classification of Tebie VI. In particular,
despite rapid gains in rﬁanufaeturing, the share of the iettet in experts |

W The Philippines continued to depend overwhelmingly

" ona relat;;:el} feexports ~- mainly egricultufal, forestry, end o

‘. mineral produets with onlir a modest degree of processing. As Table VIII I

demmstfates, t.he share of eleven principal exports. ramained_roughly constaﬁijj ;
at just under 90 per cent of tetal exports during the period 1949-1966 - B

*
L ]

This co'nstancy of share of principal exfnrts mesks some sharp -

changes in relative importance within the group of eleven, hcvwever. - In

partlcular, there is evident a relative decline over the period of the importenoe

of coconut products, abaca and very recently, sugar. Timber products =~
lags, lumber, and plyweod -~ and copper were the principal gainers.

X2y ) . . U

Overall, the velue of exgg__gs tended to grow slghtlg faster than}
g__zdur_i_ng_the eXchangg control period ef the 1950's, the ratie rising from

ten to twelve per cent between 1950 and 1960, The share of imports during .

the same period remained cinetant at slightly more than eleven per cent.

*

The(terms of trade ﬁo@with the international bysiness cycle,

as is- evident from TabIe IX, though the trend was modaratel

I-bcport vclume mcreased a substential 75 per cent over the ﬂecade of the

1950's, while mmon vtlume wes heid te a 50 per cent rise (all of the ‘




TAELE _VIII

PRINCIPAL EXPORTS OF THE PHILIPPINES .
AS A PERCENTAGE OF TOTAL EXPORTS RS
Principal Exports 195¢ 1955 1960 1965 . 1966 1967 -

Copra o 41.99  29.84 24,81 22,17 ° 20.27 10/23 “’
Sugar 13.97 26.73  23.88  17.27 13.85  17.9L M.
‘Abaca 12.67 7,00 - 7.47 3,16  2.23  1.86
Logs and Lumber V325 1045 16,39 2100 2490 6,20 Y
' Desiccated Coconut 7.35 3,22 3.37 2,67 . ¢12 2,15 V'
Coconut 011 380 4.6 2,80 8.8 9.02 7.38 4t

Copra Meal or Cake 1,15 1.1 0.87 1.5 2.06 %} ¥
Plywod 0,00  0.23 116 2,29 217 220 *
Copper Concentrates 0,53  1.37  3.27  5.50  9.93 9.4 N
Canned Pinespples 283 1.49 132 L4 1.06 1.2 ¢
Chromite Ores - 0.66 2.60 3.08 1,29 1.00 v

Total Principal Exporte 85,25 07.84 88,42 86,91  08.61  86.04

Sources: Statistical Bulletin of the Central Bank

Statisti 8 of the Bureau of the Census and Statistics.'




TABLE IX

PHILIPPINE TERMS OF TRADE 1948-1966

Period = Price.Index 2! ' : Net Terms
: Imports - ¢ Exports of Trade

1948 124.,4 154,8

1949 129.6 106,7

1950 98.6 : 119,7

1951 _ 111.2 127,7

1952 - 109.5 , 100,6

1953 : 104,5 : 122,8

1954 100,0 1109.0 &

1955 100,0 100,0

1956 101.4 101.4 ‘

1957 104,6 . 102,8 *

1958 107.0- 106,9

1959 _ 109,2 ' 115.9 T

1960 111.5 114.1

1961 113,2 4 105,0 *

1962 115.4 106,2

1963 123,0 - 111,8 ;
v 1964 124,1 110.9

1965 ‘ 126,2 ‘ 112,8

1966 123.2 113,8 ,

1967 , 131,1 ! 115,9 -

Sources: Central Bank of the Philippinea, Statistieal Bulletin,
Vol, III (December 1951), pp. 86=7,

Central Bank of the Philippines, Statistical Bulletin,

Vol., XVIII (December 196 ), P. 162




in _*in the ﬁrst half of the peried} /E:port prices dec

‘about ﬁve per cent in contrast to af 3 per cent rise in import prices. :

( With devaluation and decon ”\) however, there Qppears a

somewhat more(_rapid 1ncrease L~gp_,ort volu é)-- abeu; 39 &Gent betwe ;

1960 and 1965 -;(:A part -f this may be musory, however, as’ it 1s widely

believed thet exparts were under-stated before devaluation. If this is truer,

“the u'e_gd of export growth may have been little affected by the devéiuetiékﬁ!

R Imfp‘ért”<voluﬁa’e1 likewise, £ontinued to grow)in the deqpntfol period
at about the same pace as in the previous decade; though(fasterthan in the

| | .
years immediately/preceding decontrol) There was a very slight decline fin .

expért prices following devaluation which, together with a 14 per cent rise -+ |

in import i:rices, account,é for the rether siqniﬁcaht-déteriamtion ,on the :ém*r

- of trade since 1960.

Pinally, a look at the expenditure shares of GNP (Table X) in the

post-war period turns up an interesting anomaly. We would (normally expect

aWO of investment to GNP to be accompanied by fgg_@éggnmﬂ But

the first half of the period which had a faster rate of growth, showed a muc:

lower proportion of GNP inve ge_d -= averaging ~ahout eleven per cent as

compared to more than fifteen per cent in the second half %I‘his may indicata}'} ;

something about the difﬁcultias of sustaining an mdustrialization after the

ﬂ:rst eas
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‘ TABLE X

Expmm SHARES ‘OF GROSS NATIONAL PROIJUCT
(In percentage)

. [ [ 4 .
Al . * .

Average ) -
1949-57 21958 : 1959:1960-1“61 1962 1963 11964 ; 1965:1966 1

-
Ty

" os
e aw
0

-
ss oo

onal Consumption Expenditures @ 87 87 84 84 82 81 74 73 ~7_2.

ral Government conaumption [y ~
~ Expenditure L 8 08 8 9 9 10 10 10
a. Compensation of employees 6 6 6 6 7 7 8 8 8
b, Other expenditures 2 2 2 2 2 2 2 2 2
b8s Domestic ‘Capital Formation 7 10 15 15 14 16 14 15 _1_1.' 17
a, Constraction . 5 8 g 7 8 7 8 8 9
‘b, Durable equipment 3 5 6 6 6 6 6 7 6 .
e, Increase_iu stocks 2 2 1 1 2 1 1 2 2

M w0 v @ D 1 @) 1 5

‘l:ist:ical Discrepancy v/ (2) (8) (6) (5) &) 3 .. 2 1

enﬂiture on Gross Domestiec Product 101> 101 161 101 101 100 106 101 101 1901
- Factor Income from Abro~d v/ M @O O @ . . W

enditure on GNP 100 100 100 100 100 100 100 100 100 106

« leas than 1 per cent
¢ Office of 8£atistical Coordingtion and Standards, National Economic Council




