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FOREWORD

Issues relating to the processes of urbanization, industrialization and
spatial development have gained prominence through the years. How-
ever, while studies on these areas have contributed to a stimulating discussion
of policy questions, these have often been conducted on a piecemeal basis.
Noticeably lacking in research efforts especially during the 60s and 70s
is an integrative study, defining in a broader perspective, the interrelation-
ships among urban growth, industrialization and the space economy.

This volume, authored by Ernesto M. Pernia, Cayetano W. Paderanga,
Jr., Victorina P. Hermoso and their associates from the University of the
Philippines School of Economics, is an integrative study of the interlinked
problems of urbanization, industrialization and spatial development. The
book attempts to respond to the long felt need for a thorough discussion
and analysis of the interrelationships among these three aspects of moder-
nization, especially as they have become priority areas of development policy
in the 80s.

By embarking on this research undertaking, the authors have achieved
a milestone in Philippine development research. In particular, their study
helps to clear up a number of misconceptions about spatial and urban issues.
Likewise, they have clarified certain frequently raised questions, such as:
is the level of urbanization too high or too low; is the speed of urbanization
too fast or too slow; why have rural and regional development policies
failed to keep industries from locating, and population from migrating
toward main city centers; how can a more balanced urbanization and
regional development conducive to greater efficiency and equity be achieved?
And so on.

This study not only builds on previous research endeavors but also
opens wider vistas for discovering fresh insights needed in plan and policy
formulation. It is an important contribution to our better understanding
of the process of urbanization and spatial development.

The PIDS gratefully acknowledges the financial assistance received
from the National Economic and Development Authority for the conduct
of this study.

FILOLOGO PANTE, JR.
President
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PREFACE

This volume embodies the product of a collaborative research effort
at the U.P. School of Economics (UPSE) involving faculty members and
graduate students. Under the arrangement, these students were able to work
on their dissertation and thesis research while contributing to this joint out-
put. The time frame of the research project stretched from June 1980 to
October 1981.

Aside from us, the other members of the research team were Victorina
P. Hermoso, a Ph.D. candidate; Virginia Gonzales, Cardozo Luna, Gilda
Reyes and Evangeline Soliman, all M.A. candidates. Rosario Gulinao-Quiru-
bin acted as research assistant while Ana R. Aureo served as secretary-typist.
At various points during the project period, a few other graduate students
and members of the UPSE staff were also involved, including Ellen Rose

Payongayong and Fely Galaites.
Dr. Richard F. Muth of Stanford University came for about two weeks

in February 1981, under PIDS-UNDP sponsorship, to lend some advice on
certain aspects of the project. Dr. Edwin S. Mills of Princeton University
served as reader of the draft report and offered useful criticisms and suggest-
ions. Likewise, Dean J. Encarnacion gave specific comments on certain parts
of the study. In addition, the draft report profited from the presentation
made at the PIDS/NEDA seminar in April 1982. Finally, it was inevitable
but fortunate that we benefited either directly or indirectly from con-
versations with our colleagues, as well as from the conducive research milieu
at the School of Economics.

The project also obtained the indispensable cooperation of a number of
government agencies particularly regarding its data requirements. Prominent
among these offices were the National Economic and Development Author-
ity, the National Census and Statistics Office, the Central Bank, the Com-
mission on Audit, the Ministry of the Budget, and the Ministry of Public
Works and Highways.

Lastly, but certainly not least, the research project was made viable
by the financial support of the Philippine Institute for Development Studies
(PIDS) and the NEDA-UNFPA Population[Development Program, as well as

by the encouragement of the PIDS president, Dr. Filologo Pante, Jr. and,
subsequently, Dr. Romeo M. Bautista. The research undertaking may per-
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haps be considered as an example of a case where academic interest and

policy concern coincide and where such coincidence can be invigorated by
the skillful entrepreneurship of an institution such as the PIDS.

Ernesto M. Pernia

Cayetano W. Paderanga, Jr.

University of the Philippines
SCHOOL OF ECONOMICS
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THE SPATIAL AND URBAN
DIMENSIONS OF DEVELOPMENT

Ernesto M. Pernia
and

Cayetano W. Paderanga, Jr.



CHAPTER 1

INTRODUCTION

A survey of Philippine development literature would reveal that a num-
ber of studies have been devoted to the subject of urbanization and cities.

A later genre of research has touched on regional development which started
to become a fashionable topic in the late 60s. These two types of studies
have, in separate ways, not only contributed fruitfully to academic discussion
but have also stimulated thinking about relevant policy issues. During the

70s, research efforts on the urban and regional aspects of development con-
tinued to move along largely independent lines. 1

In recent years, there has been an increasing appreciation of the close
relationship among the processes of urbanization, industrialization and
spatial development. Likewise, there has been a deepening concern about
urban and spatial issues with respect to development in the 80s. It seems
appropriate and timely to consider urbanization and spatial development as
one research problem or as two interlinked aspects of national development.

A study of the spatial and urban dimensions of development is impor-
tant for a number of reasons. First, because urbanization and spatial concen-
tration of economic activity have implications on the distribution of the

benefits of development and the satisfaction of human needs since people
and economic resources are located in space. On account of such constraints
as friction of space, market segmentation, information gaps and imperfect
mobility, access of people to resources and to the benefits of development
has been patently uneven.

Second, there are a good many misconceptions and ambiguities about
spatial and urban issues needing clarification, as exemplified by the follow-
ing frequently-asked questions: is the level of urbanization high or low; is the
speed of urbanization too fast or too slow; is urbanization related to indus-
trialization; is Metropolitan Manila too big and, if so, why does it continue
to grow or attract people and resources; what was the basis for the 50-kilo-

1A survey of Philippine urbanization and spatial development research has been
done by Perniaand Paderanga(1980) and has in fact servedas the take-offpoint of the
presentstudy.

1



2 SPATIAL AND URBAN DIMENSIONS OF DEVELOPMENT

meter-radius ban against the location of industries in Metro Manila; why
have rural and regional development policies largely failed to keep popu-
lation from migrating to the usual destinations, e.g., Manila or the central
industrial region; are local community government-sponsored projects
effective in raising household incomes and stemming out-migration?

Third, because the phenomenon of urbanization and spatial concen-
tration is likely to become a more prominent issue in the 80s, answers or
clues to the foregoing questions are called for by the scientific community,
policy planners and the public in general. Policymakers, in particular, need a
firm handle on the so-caUed "urbanization problem". For instance, at one
level this problem may refer to urban primacy or the polarization pheno-
menon and how regional urban centers Could serve to reverse such polari-
zation. At another level, the problem may be in terms of urban poverty
and how to cope with rapidly increasing demands for social services in
cities.

Fourth, a good deal of research effort has been expended by various
scholars on the broad topics of urbanization and regional development, as
already mentioned above. It is worthwhile to continue the scholarly tra-
dition in order to build on these previous studies, be able to come up with
answers to new research questions, and thus keep up with the dynamism
of social science research.

The foregoing points constitute the general rationale for a continuing
research effort on the subject. The present study is meant to be a part of

such an endeavor. The objectives are: a) to describe analytically the his-
torical processes of urbanization and spatial concentration of population and
economic activity, highlighting the role played by government policies; b) to
determine quantitatively the factors that influence manufacturing concen-
tration and population movements; c) to examine the extent to which

urbanization affects agricultural productivity; and d) to draw possible
lessons or implications for policy planning.

Conceptual Framework

Weuse the terms "urbanization" and "spatial development" together or
interchangeably since we regard them as two ways of looking at or express-

ing the same phenomenon. 2 Urbanization usually refers to the rise in the
proportion of the population that is urban, or the growth of urban popu-
lation relative to rural population, or the extent to which population be-
comes concentrated in cities or urban areas. A concomitant phenomenon is

2Actually, the term "spatial development" is comprehensive enough but "urbani-
zation" is the more popularly used expression.



INTRODUCTION 3

industrialization, which denotes the shift of economic activity away from
agriculture as well as the location of new economic activities or industries
in places of concentration to take advantage of urbanization and agglo-
meration economies. Urbanization therefore connotes industrialization,
and vice versa.

In the course of urbanization and industrialization, changes in the
organization of the space economy result in a continuing alteration of the

country's economic landscape. This process we call spatial development.
Some points of concentration or cities prosper faster than others; in the

same vein, some regions grow more rapidly than others. Over time, spatial
development becomes uneven and tends to be concentrated in one or a few
places, resulting in polarization which can perpetuate itself indefinitely
(Myrdal 1957, I-Iirschman 1958). 3 Polarization can be socially undesirable
because it can work against the efficiency of the socioeconomic system
and a broad-based popular participation in development, as well as militate
against national integration.

The foregoing discussion suggests that urbanization and spatial devel-
opment are intrinsic and essential aspects of national development. They
reflect the industrial and occupational restructuring of the economy and
society. The forces that have shaped urbanization and spatial development
are multifarious, but we can attempt to handle analytically only some of the
major ones.

A major force considered to have brought about urban concentration
or primacy is historical inertia, particularly colonial heritage. In colonial
times the development of the present metropolis got underway apparently
by virtue of its natural strategic advantages. Through time, this city served as
an entrepot between the colony and the mother country (see, e.g., Cressey
1960). It drew resources from the rest of the colonial economy for the
mother country but did not give anything in return to the peripheral econo-
my. This dependency arrangement between colony and mother country
seems to have had favorable consequences for the metropolis but debilitating
effects on virtually the rest of the economy. Some development theorists
contend that dependency arrangements and their effects persist in LDCs to
the present day (Prebisch 1969, Frank 1972). These effects and other inter-
national forces impinge not only on overall national development but also
on its spatial pattern.

After independence, the core-periphery dichotomy became more pro-
nounced as social, political and demographic forces in co,unction with
agglomeration economies increasingly favored the primate city and its

3Although some recent literature (e.g., Richardson 1977, 1980; Atonso 1980)
suggest that market forces would sometime automatically spur a polarization reversal
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environs. In addition, there are strong indications to suggest that the natural
and economic advantages of the primate city have been further heightened
by macroeconomic (trade and growth) policies that exert potent spatial
biases in its •favor and against the •outer regions (Alonso 1970, Sicat 1970,
Renaud 1979) •. It is largely on account of these implicit spatial biases, be-
sides city-specific policies and programs, that later regional and rural
policies explicitly intended to disperse population and development-have
been largely ineffective. 4

Figure 1.1 depicts schematically the above hypothesized relationships.
On the left-hand side is a big box containing smaller boxes labeled historical,
economic, social and demographic forces which are largely natural or endo-

genous. These forces shape (and are themselves affected by)spatial develop-
ment via household migration decisions, which in turn affect the urbaniza-

tion process (lower loop). At the same time, the same forces influence (and
are themselves influenced by) industrial location decisions of firms and the

industrialization process itself, which then bear on the configuration of the
space economy (upper loop). 5 It bears pointing out that implicit in the

processes of urbanization and industrialization is agricultural development
which is the other side of economic transformation; often, this point is
missed in urbanization studies.

Around the middle of Figure 1.1 are the various government policies,
viz. macroeconomic, regional, rural and urban, acting as exogenous forces.

Macro and sectoral policies particularly those relating to trade and industry
(and agriculture) were initiated in the 50s in the form of the exchange rate
system, tariff and domestic tax/subsidy programs, and other fiscal and
monetary measures. Although they were adopted purportedly to achieve the
usual economic goals, it has become apparent that they have strongly in-
fluenced the spatial pattern of industrialization, agricultural development
and urbanization. 6 Additionally, urban policies in the form of infrastructure
investments and the provision of social services have also greatly benefited
the city at the expense of the provinces (rural areas). Toward•the late 60s, it
apparently dawned on government planners and policymakers that some-
thing had to be done for the regions and rurai areas in order to redress the

imbalance and prevent the city from becoming "too big". Our hypothesis
is that these regional and rural policies (e.g., industrial estates, industrial

4At least up to 1975 since lack of more recent data precludes a more complete
analysis of policy effectiveness. Richardson (1980), for example, suggests that policy
impact can be felt only after a lag of 15-20 years.

5Cf. also Paderanga's Special Paper on firm location in LDCs.

6These unintended policy impacts are also referred to as government-induced ex-
ternalities (see Tolley, Graves and Gardner 1979).
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dispersal, and integrated area development) have been largely ineffective
owing to the powerful biases for concentration of the macroeeonomic and
urban policies.

In sum, our central thesis is that the spatial development of the eco-
nomy is shaped by the pace and pattern of urbanization, industrialization
and agricultural development. These in turn are determined by natural
economic and social forces as well as by the exogenous impacts of implicit
spatial policies, even more so than the explicit ones. If so, a careful review
of economic policies in terms of their direct and indirect spatial effects, in
addition to the analysis of natural forces, is called for in the evolution of a

sound urban and spatial development strategy.

Organization of the Study

To put the Philippines in perspective, the next chapter provides a cross-
country analysis of Asian urbanization and development. By looking at
trends in the various Asian countries, one can get a better idea of the relative

performance of the Philippines. The chapter also offers a broad view of the
determinants of urbanization and primacy.

Chapter 3 gives an analytical description of the country's spatial deve-
lopment and urbanization from 1900 through 1975, breaking this long
historical stretch into the Colonial Period (1900-39), the Import Substitu-
tion Period (1948-67), and the Regional Awareness Period (1967-70s). The
chapter traces the shift and evolution of the nation's center of population
and economic activity as influenced by socioeconomic forces and changing
policy thrusts. This is followed by an analysis of the growth and structure
of the urban system, Iesulting in a classification of cities that depict the
current urban hierarchy in the context of regional development.

Chapter 4 discusses the spatial pattern of manufacturing activity within
the framework of the three historical periods that reflect changing policy
themes. It then presents the analytical results concerning the determinants
of manufacturing concentration in the national capital region (NCR). A
noteworthy feature of the analysis is the inclusion of policy-related variables
along with the usual market factors. The second part of the chapter presents
the patterns of interregional migration prior to 1960, between 1960 and
1970, and during 1970-75. This is followed by a discussion of the regression
results on the factors that explain spatial population movements.

Finally, Chapter 5 pulls together the salient findings of the study. On
the basis of these findings, some implications for policy and planning are put
forward.
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Part II of the volume is an extensive study of the development of the
Philippine space economy which provides part of the analytical under-
pinning for Part I. The _est of the background papers make up Part III of
this volume.



CHAPTER 2

ASIAN URBANIZATION
AND DEVELOPMENT:
A CROSS-NATIONAL PERSPECTIVE*

This chapter offers a comparative perspective on Asian urbanization in
relation to development, thus putting the Philippines in context. An analysis
of certain indicators of urbanization and spatial concentration across coun-
tries may provide a broad clue to the particular aspects of the "urbanization
problem" we should be concemed about. The focus of the chapter is on
South, Southeast and East Asia, and the constituent countries exclude city-
states (I-Iongkong and Singapore) and countries in turmoil (Cambodia and
Vietnam) or with inadequate data (Nepal). In addition, two centrally
planned Asian countries, namely, the People's Republic of China (PROC)
and the Peoples Republic of Korea (North Korea) axe included to increase
the range of experiences. 1

The trends for the different Asian regions are first presented in the
context of the world's more developed and less developed regions. Compara-
tive data on the constituent countries in each of the regions are next shown.
Then an urbanization-development model is proposed and subsequently
tested empirically. The concluding section summarizes the t'mdings and
implications.

Asian Regionsin Context

According to data from the United Nations (1980), the world in 1980
was about 41 percent urban; more developedregions were 70 percent urban
and less developed regions, 30 percent urban. In absolute terms, these

*A version of this chapter appeared as an article in the Philippine Review of Eco-
nomics and Business, Vol. XIX, 1982.

1Professor Oshima has written important treatises ( 1978, 1980, 1981) on the eco-
nomic performance of, and prospectsfor, Asian countries. The present paper could per-
hapsserveas a complementtothese treatises.

9



10 SPATIAL AND URBAN DIMENSIONS OF DEVELOPMENT

translate to 1,806 million urban population in the world as a whole, 834
million in more developed regions and 972 million in less developed regions.
Against this background, we can situate the Asian regions in 1980 with the
following statistics (from Tables 2.1 and 2.2):

Urban Population
Percent Urban (in millions)

South Asia 22.0 201.1
Southeast Asia 22.7 61.4

Centrally Planned Asia 26,1 241.4
East Asia 72.5 112.9

The data readily indicate extremes in urbanization levels in these re-
gions. At one end is East Asia which corresponds closely to the average for
the more developed world, and at the other end are South, Southeast and

Centrally Planned Asia which fall below the mean for the less developed
world and far below the average for the world as a whole. 2 The majority of
Asia is thus still relatively unurbanized, reflecting the low level of develop-
ment in these regions. This is particularly true of South Asia and Southeast
Asia which axe less than a quarter urban.

The relatively unurbanized status of Asia is the result of its slow pace
of urbanization even in recent decades. This is contrary to the common

impression that Asia has a problem of rapid urbanization. If anything, the
problem seems to be more that Asian regions have been urbanizing rather

sluggishly as evinced b_ the following comparative data (from Table 2.1)
on rates of urbanization-" (in percent) over three decades:

South Asia's rate (or speed) of urbanization has been the slowest and that of
Southeast Asia has been practically the same especially in the 70s. These
rates resemble the world average but are still lower than the mean for less
developed regions. 4 Centrally Planned Asia's urbanization has been faster

than South and Southeast Asia (unusually fast during 1950-60)and close to

2The less developed world average is actually pulled up by Latin America whose

urbanization level is closer to the more developed world than to the less developed
world.

3Rate of urbanization is here defined as the percentage change in urban-rural
ratio rather than the change in proportion urban. The former measure is superior because
it does not have an upper limit of 1.

4There is also evidence to show that the rate of urbanization in LDCs is not rapid
compared to the historical experience of Western countries (see Davis 1975, Pernia 1976,
Preston 1979).
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the less developed world a.Y_rage. The remarkable performance is that of
East-,a_sia whose spe_dr 6ffii_banization has been over 50 percent faster still
than the average for the more developed world_

" 7.; .., ;,'r _" P

1950-60 1960-70 1970-80

South Asia 11.3 14.5 19.4

Southeast Asia 20.3 16.0 , 19.0
Centrally Planned Asia 82.8 21.4 24.3
East Asia 53.3 45.8 46.8

World 25.7 17.0 17.3
More developed Regions 28.5 28.7 28.3
Less developed Regions 39.3 24.3 26.4

The pattern of urban population growth is quite the reverse. Southeast
Asia manifests the highest rate of urban growth, approximating the average
for the less developed regions, followed closely by South Asia. What is more
striking is the pattern of rural population growth. The growth rates for
South and Southeast Asia are very high relative to the average for the less
developed regions as well as for the world as a whole. But the real contrast
is with East Asia and the more developed regions whose rural growth rates
have been negative throughout the three decades. The comparative rates of
urban and rural population growth (from Table 2.2) axe (in percent):

It is clear that in purely demographic terms the high rate of rural popu-
lation growth is flowing down the pace of urbanization in Asia (except East
Asia) and in the less developed world (despite high urban growth rates). If
we compute for urban-rural growth difference (URGD), we would see the
same interregional pattern as that for rates of urbanization (Table 2.2). 5

South Asia

This region, as already mentioned, is predominantly/ rural. It was 16
percent urban in 1950 and, even in 19_80,only 22 percent urban. The coun-
tries in this region are among the lowest in terms of !e._els 6f-income and
their growth rates. Recent data on levels of urbanization, industrialization

5URGD is also used to measure speed of urbanLzation.
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1950-60 1960-70 1970-80
Urban Rural Urban Rural Urban Rural

South Asia 33.5 20.0 42.8 24.6 47.6 23.7

• . ...

Southeast Asia 47.3 22.2 48.7 27.9 52.3 28.3

Centrally Planned
Asia 95.5 7.1 37.9 13.5 39.0 11.8

East Asia 41.5 -7.7 32.9 -8.8 29.5 -11.8

World 39.8 I 1.1 33.9 14.3 33.4 13.8

More developed
Regions 27.6 -0.8 22.7 -4.6 18.7 -7.5

Less developed
Regions 59.6 14.6 48.3 19.1 49.3 18.2

and GNP per capita for individual countries (from Tables 2.1 and 2.5) are
as •follows: 6

Urbanization Industrial- GNP pe r Capita
ization

(1980) (1978) (1978) (1960-78 annual change)
Percent Percent US$ Pereent

•Bangladesh 11.2 8 90 -0.4

• Burma 27.2 I0 150 1.0

India 22.3 17 180 1.4

Sri Lanka 26.6 23 190 2.0

Pakisfari 28._:2 16 230 2.8
, , i .....

• 6Industrialization iev_] is here indicated by m_nufacturing share of GDP since this
is the most dynamic componen_ of the industrial sector. Data on GNP per capita are
taken from the World Bank (1980).
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The degree of concentration (proportion of urban population in largest
city) in these countries in 1980 ranged from a low of 6 percent for India to a
high of 30 percent for Bangladesh (Table 2.3). Urban concentration has
remained more or less stable in India and in Pakistan (at 21 percent) but
has markedly risen in Bangladesh from 20 percent in 1960. By contrast,
Sri Lanka has shown remarkable deconcentration, from 28 percent in 1960
to 16 percent in 1980 despite the presence of only one city of over 500,000
inhabitants.

Southeast Asia

The region as a whole has exhibited practically the same urbanization
trend as South Asia although all countries are now classified by the World

Bank as middle-income countries. Indonesia used to belong to the low-
income group of countries until recently. Comparative data on urbanization,
industrialization and GNP per capita for individual countries (from Tables
2.1 and 2.5) are shown below:

Urbanization Industrial- GNP per capita
ization

(1980) (1978) (1978) (1960-78 annual change)
- Percent Percent US$ Percent

Indonesia 20.2 9 360 4.1

Thailand 14.4 18 490 4.6

Philippines 36.2 25 510 2.6

Malaysia 29.4 17 1,090 3.9

The income levels as well as their growth rates are significantly higher
in Southeast than in South Asian countries. Thus, if the link between urbani-
zation and economic growth continues to hold, Southeast Asian countries
would probably accelerate in urbanization in the coming years, at least rela-
tive to South Asian countries.

Urban concentration (proportion of urban population in largest city)

is very pronounced in the region, ranging from 23 percent in Indonesia to
69 percent in Thailand (Table 2.3). This indicator has been steadily rising
in all four countries, as can be seen below:
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1960 1970 1980

Indonesia 20 22 23

Thailand 65 68 69

Philippines 27 29 30

Malaysia 19 23 27

It may be hypothesized that the exceptionally marked urban concen-
tration or primacy in Southeast Asian countries is not unrelated to the im-
port-substitution industrialization strategy pursued by these countries in the
50s and 60s. 7 This point will be discussed further and partial support for the
hypothesis will be shown in subsequent sections.

Centrally Planned Asia

This region includes two countries: the People's Republic of China
(PROC) whose level of urbanization appears similar to some countries in
South and Southeast Asia, and North Korea which resembles more the
countries in East Asia than elsewhere. By World Bank income standards,
PROC would be considered a low-income country and North Korea, a
middle-income country, as denoted by the following data (from Table 2.1 ):

Urbanization GNP per capita

(1980) (1978) (1960-78 annual change)
Percent US$ Percent

PROC 25.4 230 3.7

North Korea 59.7 730 4.5

7For a discussion of import-substitution policies widely adopted among Southeast
Asian countries, see Myint (1972). While there has been a shift away from these policies,
their spatial impacts probably continue to linger up to the present. An additional reason
for the extreme urban concentration in Thailand may be a geographical one: the lack of
good harbors in coastal areas to service big cities other than Bangkok.
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Another point that may be noted is that the economic growth performance
of both countries compares well with those of the high performers in South-
east Asia.

The remarkable characteristic that seems to set these two countries

apart from the other Asian countries is the relative absence of urban con-
centration. PROC exhibited only 6 percent urban concentration from 1960
to 1980 while North Koreahad 15 percent concentration in 1960 which

declined to 12 percent in 1980. It would seem that such relative lack of con-
centration is due to central controls on population movements.

East Asia

The countries in this region are among the great economic performers
of the post-war era: Japan in the 50s and 60s, Taiwan in the 60s and 70s and
South Korea in the 70s (see, e.g., Oshima 1980). The average annual growth
rate of GNP per capita in these countries from 1960 to 1978 was in the vici-

nity of 7 percent. (See also Table 2.4)
It is not surprising, therefore, that they have also experienced very

rapid urbanization rates of over twice those manifested by the other Asian
countries. By 1980, more than half of the population in South Korea was

urbanized, and over three-fourths of both Taiwan and Japan's populations
were urbanized. The growth rates of rural population in these countries have
been negative for some time already. Data on 1980 degree of concentration
show that 41 percent of South Korea's urban population are in Seoul, while
for Japan, 22 percent are in Tokyo. The relatively low concentration in

Japan may be attributed to its policy of regionalization of industrial develop-
ment and more developed system of transportation and communication. The
high concentration in South Korea may be partly explained by its heavy in-
dustrialization-cum-protection policy - in a way similar to the phenomenon
in Southeast Asian countries.

Urbanization and Development

The level of urbanization at a point in time, its pace over time, and the

degree of concentration are indicative of the current and future scale of the
urbanization problem. These are among the major indicators of concern
relative to the urbanization issue. From the previous discussion of ex-

periences across Asian regions and countries within each region, it appears
that urbanization is closely related to economic development. What needs
to be done now is to determine the principal correlates of urbanization. The
Asian countries included in this study portray varied experiences and cir-
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cumstances such that a cross-sectional statistical analysis should throw some

light on the urbanization-development nexus. Specifically, what this cross-
sectional analysis should do is to identify the factors that account for the
variation in urbanization levels and rates, as well as in the degrees of con-
centration across Asian countries.

On the basis of standard development theory (e.g., Lewis 1954, Ranis

and Fei_ 1961), it is commonly supposed that overall development of the
economy as well as developments in both the agricultural and industrial
sectors determine urbanization in a fundamental way. Agricultural develop-
ment tends to release farm labor and population over time which are then
attracted to the urban-industrial sector. Thus, it has been assumed that the

speed of rural-urban transformation is directly conditioned by agricultural
and industrial developments. This seems to be the traditional view. Recent
data on LDCs, however, suggest that rapid population growth tends to
retard the urbanization process. The relationship may be hypothesized to
operate in two ways. In the first place, where overall population growth is
high, it is usually pronouncedly higher in the rural sector than in the urban
sector, and this has the direct demographic effect of dampening the rise in
the proportion urban. In the second place, population growth tends to
hamper economic development and thus, indirectly, the urbanization pro-
cess itself. It therefore seems warranted to e_pand the standard urbanization-

development model by adding the population growth variable.
Concerning degree of urban concentration, our hypothesis is that it

is also influenced by industrial development (or manufacturing activity)
and population growth. In addition, degree of openness of the economy
would play a crucial role inasmuch as importation of goods and services
requires licenses and foreign exchange which are more easily obtainable in
the capital city. Likewise, most other support services for manufacturing are
found in the metropolis. There is then clearly a strong incentive for indus-
tries and business concerns to locate in the capital metropolis which, in
most cases, is also the capital port of the country. This is all the more so
in developing countries where transportation and communications are
deficient (Alonso 1968). The spatial coincidence of the capital metropolis
and the capital port is thus advantageous for manufacturing activity with
its import requirements. As is known, import-intensive industrialization

characterized many Asian economies during most of the post-war era.

Data, Notations, and Results

The data employed in our regression exercise pertain to the South,
Southeast, Centrally Planned and East Asian countries considered in the
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previous discussion. The data are reported in the most recent publications
of the United Nations (1980) and the World Bank (1980). (See Tables 2.1
through 2.6.) To increase the number of cases, we pooled the cross-section
observations for 1960, 1970, and 1980 (or 1978). The variable notations
and their specifications axe as follows:

URB t = level of urbanization at time t, specified as urban-
proportion urban

rural ratio (or 1-proportion urbafi j rather than simply
proportion urban which has m_ upper limit of 1.

RURBt-1, t = rate (or speed) of urbanization during some interval,
specified as percentage change in URB.

L

CONC t = degree of concentration at time t, specified as 1 - L '

where L denotes the proportion of urban population
in the largest city.

IND t = industry share of GDP at time t, which represents
economic level.

GRAGt-1, t = average annual growth rate of agricultural production.

GRMANt-1, t ffi average annual growth rate of manufacturing pro-
duction.

GRPOPt-I, t ffi average annual growth rate of production.

OPEN t = degree of openness of the economy, specified as the
import share of GDP.

Our regression results correspond to three dimensions of an urbaniza-
tion-development model explaining: (1) level of urbanization, (2) rate of
urbanization, and (3)degree of concentration. 8

8t-values are enclosed in parentheses underneath regression coefficients.
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(1) URB = -1.249 + 1.669 IND - 0.732 GRAG + 0.234 GRMAN
(4.683) (2,211) (0.917)

R2 = 0.66

( 1') URB = 0.559 + 1.292 IND - 0.533 GRAG + 0.276 GRMAN-1.129 GRPOP

(3.494) (1.685) (1.178) (2.!46)

R 2 = 0.73

Equation (1) shows that level of urbanization is significantly conditioned
positively_ by economic level (IND) and negatively by agricultural growth
(GRAG). 9 A 1.0 percent increase in economic level brings about a 1.7
percent change in urbanization level; on the other hand, a similar change in
agricultural growth pulls down urbanization level by 0.7 percent. Manufac-
turing growth (GRMAN) has a positive effect on urbanization but is not
significant. _

Equation (1 ') is at, enhanced model with population growth (GRPOP)
added as an explanatory variable. GRPOP has a significant negative influence
on URB and the overall explanatory power of the model increases from 66
percent to 73 percent. This result lends strong support to our hypothesis.

The results for rate of urbanization (specified in semi-log form) are as
follows:

(2) RURB = 3.910 - 0.006IND - 0.415GRAG + 0.110GRMAN
(0.483) (3.716) (3.288)

R 2 = 0.48

(2") RURB = 5.270 -0.021IND-0.313GRAG+0.097GRMAN
(1.632) (2.898) (3.220)

- 0.556 GRPOP

(2.351)

R 2 = 0.61

Equation (2) parallels equation (1) but the dependent variable is expressed

as speed of urbanization over time. Economic level (appropriately lagged as

INDt_ 1)has the reverse sign as expected but is now insignificant. The negative

9Both equations (1) and (1') are in double-log formulations.
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sign simply means that urbanization tends to slow down at higher economic
levels. Agricultural growth (GRAG) continues to be negative and significant,
and manufacturing growth now exhibits a significant positive effect.

Equation (2_ is likewise analogous to equation (1 _) with the added
population growth variable (GRPOP) once again figuring importantly with

its ne_tive sign, and raising the explanatory value of the model by 13 per-
cent. xv The negative effect of agricultural growth on urbanization in all
four regressions, though contrary to standard urbanization-development
theory, seems to reflect absorption of labor in agriculture which would
otherwise migrate to urban areas.

Our last regression results have to do with urban concentration (in
double-log):

(3) CONC = 1.914 - 0.055 URB + 0.682 GRMAN+0.655 GRPOP
(0.203) (2.501) (0.802)

R 2 = 0.34

(3") CONC = 1.020 - 0.192 URB + 0.433 GRMAN - 0.096 GRPOP
(0.827) (1.761) (0.130)

+ 0.889 OPEN

(2.822) R2 = 0.56

Among the independent variables in the previous equations, GRMAN and
GRPOP were picked for both theoretical and statistical significance reasons
(equation 3). URB (similar to IND) is included as a control variable but is
not significant. Equation (3') shows that adding degree of openness (OPEN)
raises the R2 by 22 percentage points. All the signs are in accord with
expectations although they are not significant for URB and GRPOP. The
important thing to note, however, is the significance of the variable OPEN -

a 1.0 percent increase in degree of openness raises urban concentration by
about 0.9 percent. This result strongly supports our hypothesis that open-
ness of the economy to the foreign sector is a strong incentive for concentra-
tion in the principal port and city of the country.

Conclusion

Asia is still predominantly rural - a reflection of both its low level and
pace of development. From within this vast region, however, East Asia has

10we also experimented with 2-SLSregressionsto deal with possible simultaneity
bias but the results were not useful.
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sprung forth as a great achiever (at least in a relative sense) in both urbaniza-
tion and development so that it can now be better associated with advanced
countries than with developing Asian countries.

Whether or not South and Southeast Asian countries will follow the

trajectory of East Asian countries would depend on many things. The
empirical results of an expanded urbanization-development model suggest
that, in addition to manufacturing activity and agricultural development,
population growth plays a crucial rule in urbanization. 11 Population growth

seems to result in a slowing down of the urbanization process. Hence, if
population growth is going to decelerate in South and Southeast Asian coun-

tries, ceteris paribus, we could expect faster urbanization in the coming
decades.

Another important point to consider is that agricultural development
appears to retard urbanization, perhaps because it allows for labor absorp-
tion in the rural sector which would otherwise migrate. This could be the
effect of agricultural growth at low levels of economic development. It is
possible that at higher levels, agricultural development would have the re-
verse consequence, as observed, for example, in industrialized countries. In
any case, the negative relationship between agricultural development and

urbanization observed for Asian countries lends further support to the
notion that rural/agricultural development can reduce unwarranted migra-
tion to cities.

Urban concentration or primacy seems moderate in South Asian

countries but high and rising in Southeast Asian countries, including South
Korea. It is virtually negligible in the Centrally Planned countries of PROC
and North Korea for obvious reasons. There is no clear development-con-
centration relationship, however, even if the exceptional cases of PROC and
North Korea are set aside. Countries like Thailand and South Korea have

extremely high concentration ratios but differ substantially with respect to
urbanization and development levels. Then there is India which has little

concentration, and Bangladesh which is less urbanized and developed than
India but has a moderate degree of concentration similar to Japan.

It would seem, therefore, that there are other factors that account for
urban primacy differentials (after allowing for measurement problems).
Our analysis suggests that degree of openness of the economy, in addition
to manufacturing growth, is a significant determinant of the primacy pheno-
menon. The reason behind manufacturing growth is known: manufacturing
activity has invariably been concentrated in the metropolitan capitals of

11Needless to say, one should be cautious about using the results of cross-section
analysis for predicting future trends.
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many Asian countries. The finding on degree of openness bears out our
hypothesis that concentration in the metropolis is a response to the need
to be near the principal port as well as to offices that issue licenses and
foreign exchange, among other things. Thus, spatial concentration appears
to be partly an unintended consequence of macroeconomic and growth

policies in the past, salient _nong which was the now-famous import-substi-
tution industrialization strategy. This point seems worth noting in the

design of urbanization and spatial development policies for Asian countries,
including the Philippines.



Table 2.1 Urbanization indicators for selected Asian Regions/Countries, 1950-1980 _

Percent Change in

Region/ Percent Urban Urban-Rural Ratio a Urban-Rural Ratio _q

Country 1950 1960 1970 1980 1950 1960 1970 1980 1950-60 1969-70 1970-8C

South Asia 15.7 17.1 19,1 22,0 0.186 0.207 0,237 0.283 11.3 14,5 19,4

Bangladesh 4.4 5.2 7.6 11,2 0.046 0.054 0.082 0.127 17.4 51.8 54.9 1_
Burma 16.1 19.3 22,8 27.2 0,192 0.239 0,296 0.373 24.5 23.8 26.0

India • 16.8 t7,9 19.7 22.3 0.202 0.218 0.245 0.286 7.9 12.4 16.7 [_1

Sri Lanka 14.4 17,9 21,9 26.6 0.168 0.218 0.280 0.362 29.8 28.4 29.3 "_.

Pakistan 17,5 22,1 24.9 28.2 •0.212 0.284 0.331 0.392 34.0 16.5 18.4

Southeast Asia• 15,0 17.5 I9.8 22.7 0.177 0.213 0.247 0.294 20.3 16,0 t9.0

Indonesia 12.4 14.6 17.1 20.2 O. t42 O,171 0.206 0.253 20_4 20.5 22.8 .r,o.

Thailand 10_5 12,5 13.2 14.4 0.117 0.143 0.152 0.168 22,2 6.3 10.5

Philippines 27.1 30.2 32.9 36.2 0.372 0,432 0.491 0.568 16.1 13.7 15.7 o_
Malaysia 20.4 25.2 27.0 29.4 0.256 0.337 0.369 0.416 31,6 9.5 12.7 O

: _t_

East Asia b 44.6 55.2 64.2 .72.5 0.803 1_231 1.795 2.635 53.3 45.8 46.8

South Korea 21.4 27.7 40.7 54.8 0.272 0.383 0.686 1,212 40_8 79.1 76.'7

Taiwan 58.0 - 77.0 - 1,38t 3,348 .... O

Japan 50.2 62.4 71.3 78,2 1,008 t ,659 2,484 3.596 64,6 49.7 44.8

Centrally Planned
Asia 11.3 18,9 22.1 26.1 0,128 0.234 0,284 0,353 82.8 21.4 24,3

PROC 11.0 18,6 21.6 25,4 0, ]24 0.228 0,276 0,341 83.9 21.0 23,6

North Korea 31.0 40.2 50,1 59,7 0.450 0.672 1.003 f ,481 49.3 49,3 47,7

World 29.0 33,9 37,5 41,3 0,408 0.513 0.600 0.704 25.7 17,0 17,3

More Developed

Regions 52.5 58.7 64.7 70.2 1,107 1.423 1.831 2.350 28.5 28.7 28.3
Less Developed

Regions 16.7 2 t.8 25.8 30,5 0,201 0.280 0.348 0,440 39.3 24,3 26.4

proportion urban
aRatio of urban Populatiolt to fatal population or

1.proportion urban,

bRegional average for East Asia exoludes Taiwan,

Source: Table 2.2 of this Chapter_



Table2.2 UrbanandRuralPopulations,andGrowthRates:AsianRegions/Countries,1950-80

Urban Population Percent Growth of Rural Population Percent Growth of Rural Urban-Rural Growth
(in millions) Urban Population (ha millions) Population Difference

Region/
Country 1950 1960 1970 1980 1950-60 I960-70 1970-80 1950 1960 1970 1980 1950-60 1960-70 1970-00 1950-60 1960-70 1970-80

South Asia 71.5 95.4 136.3 201.1 33.5 42.8 47.6 384.7 461.8 575.3 711.6 20.0 24.6 23.7 13.5 18.2 23.9

Bangladesh 1.8 2.6 5.1 9.5 48.3 94.4 85.1 39.2 48.8 62.5 75.3 24.3 28.2 20.4 24.0 66.2 64.7
Burma 3.0 4.3 6.3 9.6 44.6 47.8 50.9 I5.4 18.0 21.4 25.6 16.6 19.2 19.7 28.0 28.6 31.2
India 59.2 76.6 107.0 154.5 29.2 39.7 44.4 293.4 351.2 436.1 539.8 19.7 24.8 23.8 9.5 19.2 20.6
Sri Lanka 1.1 1.8 2.7 4.1 60.2 54.4 50.1 6.6 8.1 9.8 t 1.4 23,5 20.5 t 6.1 36.7 33.9 34.0
Pakistan 6.4 10A 15.0 23.4 58.7 48.4 55.3 30.1 35.7 45.4 59.6 18.8 27.1 31.2 39.9 21.3 24.1

Southeast Asia 18.4 27. l 40, 3 61.4 47.3 48.7 52,3 104.2 !27.4 i 62.9 209.1 22.2 27.9 28.3 25.1 20.8 24.0

Indonesia 9.4 13,5 20,4 31.3 44.4 50.8 53.4 66,1 79.2 99.1 123.6 19.8 25.1 24.7 24.6 25.7 28.7
Thailand 2.1 3.3 4.7 7.1 57.5 43.1 50.5 17,9 23.1 31.0 42.4 28.9 34.3 36.6 28.6 8.8 13.9

Philippines 5.7 8,3 12.4 18.9 45.8 49.2 52.6 15.3 19.2 25.2 33.3 25.6 31.3 32.0 _0, _ 17.9 20.6

Malaysia 1.3 2,0 2,8 4.1 58,2 41.6 45.6 4.9 5.9 7.6 9,9 20.0 29.2 29.4 38,2 12.4 16.2

East Asiaa 46,3 65,6 87.2 112.9 41.5 32,9 29.5 57.6 53.2 48,5 42.9 -7.7 8,8 -11.8 49,2 41,7 41.3

South Korea 4,3 6,8 t2.8 20.9 57.4 86.6 63.9 16.0 17.8 18.6 17.3 11.5 4.2 -7.2 45.9 82.4 71.1

Taiwan ................. _Japan 42.0 58.8 74.4 92.0 39.9 26.7 23.6 41.6 35,4 29.9 25.6 -15.0 -15.4 -14.6 54.9 42.1 38.2
N

Centrally Planned
Asia 64.4 125.9 173.7 241,1 95.5 37.9 39.0 503.5 539,1 612.0 684.2 7,1 13.5 11.8 88,4 24.4 27.2

PROC 6t.4 121.7 166.7 230.7 98.2 37.0 38.4 496,8 532.8 605.1 677.0 7.2 13.6 11.9 91.0 23.4 26.5 Z

North Korea 3.0 4.2 7,0 10,7 39.9 64.4 53.8 6.7 6.3 6.9 7.2 -6,3 10.2 4.2 46.2 54.2 49.6

World 724.1 1012.1 1354.4 1806.8 39.8 33.8 33.4 1776.9 1973.7 2255.8 2567.0 11.1 14.3 13.8 28.7 19.5 19.6 I_

More Developed
448.9 572.7 702.9 834.4 27.6 22.7 18.7 405.5 402.4 383.9 355.0 -0.8 -4.6 -7.5 28.4 27.3 26.2Regions

LessDeveloped
Regions 275.2 439.3 651.6 972.4 59.6 48.3 49.3 1371.4 1571.3 1871.9 2212.0 14.6 19.1 18.2 45.0 29.2 31,1

aReoorialaverse for EastAsiaexcludesTaiwan.
Source: United Natiom,Pa/t'ernaofUrbanand RuralPolxdationG_gwth,1980,Annex 11,Table48 and49, t_t,o



Table2.3 UrbanConcentrationIndicators:AsianCountries,1960-80

G_

Percentage of Urban Population

In Cities of Over Number of Cities Over

Country In Largest City 500,000 Persons 500,000 Persons Index of Primacya/

1960 1970 1980 1960 1970 1980 1960 1970 1980 1960 1970 1980

2:
v

Bangladesh 20 25 30 20 39 51 1 2 3 0.80 1.0 1.20 _e
Burma 23 23 23 23 23 29 1 1 1 1.56 1.81 1.89
India 7 6 6 26 31 47 11 19 36 0.68 0.56 0.46
Sri Lanka 28 20 16 0 20 16 0 1 1 4.85 2.17 1.92 2:

Pakistan 20 21 21 33 50 52 2 6 7 0.88 0.95 0.9 9

Indonesia 20 22 . 23 34 44 49 3 6 1 1.15 1.32 1.48

Thailand 65 68 69 65 68 68 1 1 - - _ _r_
Philippines 27 29 30 27 29 36 1 1 3 3.55 3.68 3.71 o

Malaysia 19 23 27 0 23 27 0 1 1 0.96 0.99 1.17
rt_

South Korea 35 42 4I 61 69 77 3 4 7 1.07 1.52 1.49
Taiwan

Japan 18 20 22 35 38 41 5 7 9 1.25 1.35 1.48

PROC 6 6 6 42 41 44 38 47 65 0.72 0.72 0.7 I
North Korea 15 13 12 15 13 19 1 ! 2 1.00 0.85 0.73

aRatio of population of largest city to the combined populations of the second, third and fourth largest cities.
Source: World Bank, World Development Report, 1980, Annex Table 20; and United Nations, Patterns of

Urban andRuralPopulation Growth, 1980, Annex Tables 48 and 50.



Table 2.4 AverageAnnual Percent Growth Ratesof Population, GDP and SectoratProduction:
Asian Countries, 1960-70, 1970-78

Population GDP Agriculture Industry Manufacturing Services

Country 1960-70 1970-78 1960-70 1970-78 1960-70 1970-78 1960-70 1970-78 1960-70 t970-78 1960-70 1970-78

Bangladesh 2.5 2.7 3.6 2.9 2.7 1.6 7.9 5.9 6.6 5.3 3.8 4.7
Burma 2.2 2.2 2.6 4.0 4.1 3.6 2.8 4.5 3.3 4.2 t .5 4.2
India 2.5 2.0 3.6 3.7 1.9 2.6 5.5 4.5 4.8 4.6 5.2 4.6
Sri I .anka 2.4 1.7 4.6 3.4 3.0 2.3 6.6 3.0 6.3 1.2 4.6 4.3
Pakistan 2.8 3. I 6.7 4.4 4.9 1.9 10.0 4.8 9.4 3.5 7.0 6.2

Indonesia 2.2 1.8 3.5 7.8 2.5 4.0 5.0 [i ,2 3.3 12.4 8.0 8.7
Thailand 3.0 2.7 8.2 7.6 5.5 5.6 l 1.6 [0.2 11.0 11.5 9.0 7.4 Z

Philippines 3.0 2.7 5.1 6.3 4.3 4.9 6.0 8.6 6.7 6.8 5.2 5.4
Malaysia 2.9 2.7 6.5 7.8 - 5.0 - 9.6 - 12.3 - 8.4 W

4.5 4.0 17.2 16.5 17.2 18.3 8.4 8.7South Korea 2.4 1.9 8.5 9.7
Taiwan 2.6 2.0 9.2 8.0 3.4 1.6 16.4 12.9 17,3 13.2 7.8 4.1
Japan 1.0 1.2 10.5 5.0 4.0 1. I 10.9 6.0 11.0 6.2 11.7 5.1 O

_Z

PROC 2.1 1.6 5.0 6.0
NorthKorea 2.8 2.6 7.8 7.2

Source: World Bank, World Development Report, 1980, Annex Tables 2 and 17.



Table 2.5 PercentageDistribution of GDP: Asian Countries, 1960-78

Agriculture hdu stry Manufacturing Services t-.

Country 1960 1970 1978 1960 1970 1978 1960 1970 1978 1960 1970 1978

Bangladesh 61 59 57 8 10 13 6 7 8 31 31 30
Burma 33 38 46 12 14 13 8 10 10 55 48 41 ,_i_

India 50 47 40 20 22 26 14 14 17 30 31 34
Sri Lanka 34 34 35 22 19 31 17 12 23 44 47 34
Pakistan 46 37 32 16 22 24 12 16 16 38 41 44

o

Indonesia 54 47 31 14 18 33 8 9 9 32 35 36
Thailmad 40 28 27 19 25 27 13 16 18 41 47 46 "_

Philippines 26 28 27 28 30 35 20 23 25 46 42 38

Malaysia 37 32 25 18 26 32 9 14 17 45 42 43 "

South Korea 40 30 24 19 27 36 12 18 24 41 43 40
Taiwan 28 15 10 29 4 t 48 22 33 38 43 44 42

Japan 13 6 5 45 47 40 34 36 29 42 47 55

Source: World Bank, World Development Report, 1980, Annex Table 3; and World Tables, 1980 (Second Edition),
Table 4, pp. 392-395.
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Table 2.6 Export and Import Sharesof GDP (in percent)

Exports of Goods and N.F.S.a Importsof Goods andN.F.S.a

Country 1960 1970 1977 1960 1970 1977

Bangladesh 10.0 8.3 9.1 9.3 12.5 15.7
Burma 19.7 5.2 6.0 20.7 8.7 10.0
India 5.3 4.1 6.2 8.3 4.7 7.1
Sri Lanka 29.8 17.5 23.4 32.8 19.7 20.7
Pakistan 8.4 7.8 9.5 15.0 14.6 19.4

Indonesia 13.3 12.8 21.6 12.6 15.8 18.8
Thailand 17.4 16.7 21.5 18.9 21.5 27.0

Philippines 10.6 19.1 19.0 10.4 19.4 22.5
Malaysia 53.6 43.8 50.3 40.8 39.2 41.9

South Korea 3.4 14.3 35.6 12.8 24.1 35.6
Taiwan 11.1 29.5 53.5 18.6 29.6 47.8

Japan 11.0 10.8 13.1 10.5 9.5 11.4

a N.F.S. means non-factor services.

Sources: World Bank, World Tables, 1980 (Second Edition), Table 3.



CHAPTER 3

ECONOMIC POLICIES AND SPATIAL
AND URBAN DEVELOPMENT

The first three quarters of the century saw profound changes in the
Philippine economy. Over the period 1900-75, the country experienced a
more than quintupling of its population and a roughly twenty-one-fold in-
crease of the total number of industrial establishments. This was accom-

panied by a structural transformation of the economy as exemplified by the
evolution of a rural economy to an industrializing one as well as by shifts
away from some industries towards others. Estimates of gross value added
indicate that in 1903, the primary (agricultural) sector accounted for 55
percent of total output, followed by the tertiary (service) sector with 32
percent and the secondary (industrial) sector with 13 percent. 1 By 1975,
the primary sector's share had declined to 27 percent, with the tertiary
and secondary sectors contributing expanded shares of 40 and 33 percent,
respectively (Table 3.1).

Running parallel to the structural transformation of the economy was
its changing spatial configuration. In general, the 75-year period saw a secu-
lar increase in the primacy of Metropolitan Manila, the national capital
region (NCR). Already the administrative capital and economic center of
the country at the turn of the century, Manila steadily became more domi-
nant especially in the post-war period. From a share of 4.9 percent of total
population and 6.5 percent of industrial employment in 1903, Metro Manila
accounted for 12.4 percent of population and 47.4 percent of industrial em-
ployment by 1975 (Table 3.1). These changes were in response to the long-
term influence of broad historical forces and to the changing regimes of
macroeconomic and trade policies. These developments, especially those
that are traceable to policy shifts, are examined in the present chapter.

IThere is strongreason to believe that the shareof agriculturein grossvalueadded
failed to reflect the essentiallyagriculturalstate of the economybecauseof the following
occurrences:the Philippine-AmericanWar in the early 1900s, the outbreak of cholera
epidemicandthe destructionof cropsby the locusts andrinderpests(Willis1905).

29
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Table-3.1 PercentageDistribution of Output, Industrial Employment
and Population, by Broad Sector and Region

Output
1903 1975

Broad Economic Sector

Primary 55.0 26.6

Secondary 13.4 33.2

Tertiary 31.6 40.2

1903 1975

Industrial Industrial

Employment Population Employment Population

Broad Region

National Capital * 6.5 4.9 47.4 12.4

Metropolitan
Periphery 23.1 22.2 16.2 21.8

Traditional

Agricultural 67.1 59.6 22.2 39.5

Frontier 3.3 13.3 14.2 26.3

*Includes the rest of Rizal province.

Sources: Hooley (1966) - for 1903 output; NEDA, The National lncome Accounts,
CY 1946-75, 1978 - for 1975 output: 1903 Populan'on and Economic Census

- for 1903 industrial employment and population; 1975 Census of Establish-
ments - for 1975 industrial employment; 1975Population Census -for 1975
population.
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Each policy regime or period tended to favor some regions over others
and this became imprinted on the socioeconomic landscape. Discernible
similarities in economic activity and their responses to policies call for the

grouping of regions into broad categories which help highlight the more
important spatial developments. The broad regions are as follows (see Map
3.1):

1. Metropolitan Manila - National Capital Region (NCR).
2. Metropolitan Periphery (kiP): Central Luzon and Southern Taga-

log.
3. Traditional Agricultural Region (TAR): Ilocos, Bicol, Eastern

Visayas, Western Visayas, and Central Visayas.
4. Frontier Region (FR): Cagayan Valley, Northern Mindanao,

Western Mindanao, Central Mindanao, and Southern Mindanao.

The rationale for this delineation will become clearer as the analysispro-

gresses. The metropolitan periphery (MP) is treated separately because, as
will also be shown, it evolves from being a member of the traditional agri-
cultural region (TAR) to being under the influence of the national capital
region (NCR). A more recent classification would lump all three regions
of the NCR, Central Luzon and Southern Tagalog as one - the central in-
dustrial region (CIR).

Spatial-Temporal Developments

An historical review of economic policies reveals the change in attitude
from that of a colonizer, the United States, attempting to integrate a colony

into its production and market sphere to that of an independent country,
the Philippines, trying to chart its own destiny. The incorporation of the
colonial economy required that the Philippines specialize in those products
where it possessed comparative advantage relative to the American economy,
rather than attempt a balanced industrial structure. It was reasonable to ex-
pect that each region on its own would in time mesh closely with the rest of
the American market instead of the different regions getting more closely
intertwined with each other. 2

2Alternatively, one could say that each region's development would be dictated by
its comparative advantage vis-a-vis the whole American economy instead of its own com-
parative advantage in relation to the other Philippine regions.
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Map 3.1 Philippines: Broad Economic Regions- NCR, CIR, TAR and FR
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The Colonial Period, 1900-39

At the turn of the century, the level of economic activity in the coun-
try was relatively low and the pattern of settlements was generally dispersed.
The island of Mindanao was virtually unexplored and four hundred years of
Spanish rule had left a traditional agricultural economy oriented towards the
production of export crops. Such was the take-off setting of the special
trade relationship between the Philippines and the United States.

The task of the American policymakers at the start of their occupation
was basically quite simple. To effect an integration into the American mar-
ket, all that had to be done was to lower the barriers to trade between the
Philippines and the United States. This was implemented by a series of tariff
laws starting in 1902. 3 By 1913, the task of freeing trade was essentially
accomplished with the Underwood-Simmons Act although minor changes
were continually being made up to the middle of the1930s. The common
theme of all these acts was the unrestricted flow of Philippine and American
goods with minor concessions to vested groups on both sides of the Pacific.
Because of historical antecedents and by virtue of the Philippine economy's
comparative advantage, the end result was a very strong encouragement for

the production of primary products. The Philippine Independence Act of
1934 continued the spirit of the earlier laws, at least for the 10-year tran-
sition before actual independence would be granted.

The initial picture given by the 1903 Census shows the economy largely
pivoting around the traditional agricultural region (TAR) as manifested by
its share of industrial employment and population at about three-fifths of
the total. 4 This pattern persisted throughout the Colonial Period although
changes became evident over time. If one adds the shares of Southern
Tagalog and Central Luzon (the metropolitan periphery), which at that time
were agricultural areas, the importance of the TAR is further emphasized.
The structure of services closely followed agriculture's geographical dis-
tribution.

External developments led to a decline of the agricultural sector's share
during the 1918-39 period. In particular, services which were largely ancil-
lary to agriculture reflected this trend. The share of industrial output, on

the other hand, increased during this latter part of the Colonial Period, sig-
naling initial industrialization. At the end of the period, industrial output
would be much more diversified than at the outset. Geographically, these
developments were manifested in the maintenance of the share of the TAR

3See Reyes and Paderanga's Special Paper in this volume for an elaboration.

4presentation of the data and more detailed discussion are provided in Hermoso's
Special Study in this volume.
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and the surge of the frontier region (FR), although at a declining rate in the
second half of the era.

In the face of the decline of agriculturally-based industries in the later
part of the Colonial Period, the NCR evinced comparative advantage in
industrial activity. Economic statistics for the manufacturing sector such as
average size of firms, capital intensity, and labor and capital productivity are
shown to be highest for the NCR. Furthermore, indices of industrial speciali-
zation show that the NCR tended to specialize in industry, the FR in agri-
culture, and the TAR in diversified activities. Thus, even while it was being
adversely affected in a relative sense by the general policies of the Colonial
Period, the national capital and its environs already exhibited its potential
as the base for the impending industrialization.

The Import Substitution Period, 1948-67

The formal cutting of the close ties between mother country and
colony on July 4, 1946 dictated a different set of priorities for the newly
independent economy_ Access to markets became mutually more difficult
although "special relations" would persist for a longer period. For the Phil-
ippines, this implied that a larger portion of its use of industrial products
would have to be generated from within. Consequently, the various regions
would now have to evolve differently. This new relationship would be mani-
fested in two ways: first, the new policy regime would require that the
regions interact among themselves more closely; second, following the com-
parative advantage of some locations, some regions would become more in-
dustrialized than others. The new set of policies necessary to make the
country more economically independent would, therefore, imply some trans-
formation and rearrangement of the regional patterns of growth and econo-
mic activity.

The main policies used to implement the new thrust during the imme-
diate post-war period were exchange and import controls. Rather than ad-
just the overvalued peso, policymakers saw in it a chance to direct capital
funds to preferred industries at subsidized rates. In order to make the offi-
cial exchange rate stick, the use of foreign exchange for importations had to
be controlled and a system of priorities instituted. In keeping with the over-
all strategy, import-substituting activities, like textile and appliance manu-
facturing, were preferred.

Another major component of the package included tax incentives for
preferred industries that were classified as "new and necessary". Typically,
these incentives took the form of exemptions from taxes, sometimes even
income taxes, for limited periods of time.

Completing the three main planks of the program was a comprehensive
restructuring of the tariff structure. Tariffs were structured tO include some
discrimination between types of commodities. They were essentially biased
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towards the production of non-essentials and the importation of so-called
essential items (Power and Sieat 1970). The tariff structure, together with
the tax incentives, reinforced the priorities imposed by the monetary system,
and was later instrumental in letting the import-substitution bias persist
after exchange and import controls were dismantled in 1961.

A host of other policies backed up the major control instruments of
the period. Among these were selective credit policies that also discriminated
in favor of "preferred" industries. These were further strengthened as the
government set up institutions charged with supplying long-term f'mancing
to investors. Still other instruments, albeit unintentional, were measures to
keep the price of consumption goods down, which, naturally, had the effect
of discouraging the domestic production of these mostly agricultural com-
modities. The. final policy of the period was the continued raising of the
minimum wage in response to agitation in the urban areas where standards
of living and skill levels were higher. Whatever its applicability for urban
areas, it was invariably too high relative to wages in rural areas. I_sunintended
result was to discourage labor-intensive industries and further bias investment
toward the capital-intensive, import-substituting activities.

The bias in favor of capital-intensive industries was the common thrust
of the whole package of policies during this period. It was by far the most
important side effect of the import-substituting scheme, epitomizing the
complete turnaround in strategy from the promotion of exports before
Independence.

The shifting of policy gears during the immediate post-independence
period led to a phase of dramatic economic changes. Starting with relative-
ly dispersed industries, this era witnessed the evolution toward more spatial
concentration. The 1948 Census, for instance, shows a spectrum of localiza-
tion indices with mining/quarrying and other resource-oriented industries
characterized by relative spatial concentration. These were followed by the
transportation, communication, storage and manufacturing in descending
order of concentration. Utilities had a low index of localization, indicating
relatively low provision of this infrastructure throughout the islands. The
ubiquity of agriculture, b_ycontrast, led to an extremely low index of local-
ization of concentration.5

In 1961, the localization indices for all industries, except agriculture,
indicated higher concentration. This was particularly true for construction
and utilities which followed the preferences of firms and households to
locate in the NCR, or more broadly the CIR. It may also be noted that
resource-oriented industries yielded relatively high values for the index of

5Localization index denotes the tendency of employment in a particular economic
sector to be spatially dispersed (if low value) or spatially concentrated (if high value).
Index of locational change, a comparative static index, measures the dega'ee of change iv
the spatial distribution of an economic activity over a given time period. More detailed
discussion is given in Hetmoso's Special Study.
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loeational change during the 1948-61 period, implying that the locale of
these activities moved about as different sources were exploited.

The main beneficiary of the package of policies during the Import
Substitution Period was the NCR and, especially toward the end of the
period, also the metropolitan periphery. The comparative advantage that
the NCR enjoyed was now being utilized to the maximum as the impact
of policies that favored it became felt. The growth stimulus also spilled
over into its periphery and, consequently, the NCR and its expanded version,
the CIR, was growing at a rate disproportionately faster than the rest of
the economy. The CIR's role as the leading region appeared to be self-
sustaining as its industrial structure became more integrated. For example,
in response to the increasing urbanization and industrialization in Metro
Manila, Central Luzon's agriculture became more intensive in character and
exhibited a rising trend in yield per hectare, supporting a rapidly increasing
population density.

Meanwhile, the frontier region (FR) experienced some kind of resur-

gence during this period. The unexploited natural resources of the region and
government-sponsored relocation programs initially induced significant
inmigration, and resource-based industries were set up. The FR therefore
led the rest of the country in rural population and agricultural growth.

The growth of the CIR was at the expense of the traditional agricultural
region (TAR). Since the policies implicitly taxed the predominant economic
activities in thsi region, the TAR experienced diminishing shares and sluggish
growth in population and economic activity all throughout the Import Subs-
titution Period. A by-product of the burden effectively imposed on agricul-
tural production and the simultaneous bias for the capital region was that
the activities of the TAR largely remained diversified.

The period of rapid growth due to import substitution could not last
•indefinitely, however. By the latter part of the period (1961-67), the rate of
growth started to slacken. This was true of all regions as the possibilities for
import substitution became used up and the growth of agriculture and ex-
ports remained discouraged by the unintended effects of policy. Removal of
some of the major policies of the early import-substitution stage, like ex-
change controls, was negated by the increasing effectiveness of the other
policies, such as the tariff structure, that had been installed in connection
with the overall strategy. As a result, the essence of the earlier policy thrust
continued to be operative for some time.

The Regional Awareness Period, 1970s

Towards the end of the 1960s, policy interest shifted from import
substitution to export promotion. At the same time, the government dis-
played a conspicuous awareness of the spatial dimension of development.
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The indirect effect of the new theme of export promotion was the renewed
invigoration of traditional exports which are based in the TAR. Explicit
consideration of the spatial aspect also found its way into investment prior-
ity and loan granting formulae.

Major indications of the change in emphasis were the various incentive
acts of the late 60s and early 70s, especially the Investment Incentives Act of
1967 which also created the Board of Investments (BOI). Over time, the BOI
has refined its priority formula by explicitly including employment creation,
export promotion and geographical diversification among its objectives. All
of these three aims have strong implications for spatial development.

The encouragement given to the agricultural sector in order to attain
self-sufficiency in food and the incentives for export generation also tend to
exert beneficial effects on regions outside the CIR. Additionally, direct
policies for regional dispersal, such as the fifty-kilometer radius ban in
Manila and concerted efforts at integrated area development, have been
instituted. An indirect policy but one of lasting effect is the national in-
frastrueture program which is considered a precondition for regional
development.

The installation of the new policy regime was spread out over an ex-
tended period and is still continuing. While the Investment Incentives Act
and the Export Promotion Act were passed in 1967 and 1970, respectively,
other measures like the revision of the tariff structure were not started until

1980. The period available for an evaluation of the new thrust is, therefore,
still too short for any definitive trend to show. Still, early data on the direct
effects of the first policies already seem to indicate changing directions.
The regional distribution of projects approved by the Board of Investments
from 1968 to 1974, for example, shows the share of the CIR to be just a
little more than one-half of total approved projects (cf. Reyes and Pader-
anga's Special Paper). While still biased in favor of the capital region and its
periphery, the regional shares are not as lopsided as was the case during the
import substitution era. Nevertheless, as will be shown in the next chapter,
there was little change in the proportion of manufacturing activity found in
the CIR between 1967 and 1975. Just how far subsequent spatial patterns
will differ from the past will depend on how effectively the new policies
are enforced and what complementary measures are adopted to seriously
pursue the regional development goal.

The Developmentof the City System

The forces that have shaped the overall growth of the economy _nd its
accompanying spatial configuration necessarily also left deep imprints on the
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system of cities. Cities have developed in varying ways and at different rates
corresponding to their roles in the regions and in the country as a whole.
They tend to reflect the importance of their regions of influence as well as

their relationship to the macroeconomy. The predominance of Metro Manila,
for example, manifests not only its centrality in the economy;it also shows
the importance of the central industrial region of which it is a part. It is
therefore also instructive to examine the structure and changes of the urban
system which serves as the neural network of the economy.

Hierarchy of Settlements before 1900

The pattern of settlements during the pre-colonial period reflected both
the prevailing political decentralization(because the basic socio-political unit
was the barangay) and the economic activity in the settlements. Most of the

largest communities were coastal villages engaged in extensive external trade.
Manila and Cebu were large agricultural and fishing villages with strong
secondary trade functions.

Urban clusters were established during the Spanish colonial regime to
act not only as trading centers but also as defensive points from which

• control of indigenous villages was possible. Doeppers (1972) identified a
three-level hierarchy of settlements: (a) capital city with Manila directing the
affairs of the country; (b) provincial centers (ciudades and villas) which were

centers of military,political and ecclesiastical control and composed of Cebu,
Naga, Nueva Segovia, all ciudades and villas in Panay, and Fernandia (Vigan);
and (c) central cho_rch village or cabeceras which became the focal points of
activity and cultural change. These settlements were given functional im-
portance and social prestige which distinguished them from other settle-
ments.

In the late nineteenth century, the end of the Spanish colonial period,
the urban hierarchy that evolved mirrored the economic development of that
period. Consistent with the development pattern and the "pacification" level
of that time, the urban hierarchy in 1900 was such that urban places were
not evenly distributed. Almost half of the third-ranked towns, for instance,
was concentrated in Southern Tagalog and Central Luzon; and Cebu and
Iloilo, both second-ranked cities, were found in the Visayas.

The Urban System since 1900

Since the turn of the century, the urban •system has been growing both
in terms of the proportion urban of the total population and the number of
urban places. Likewise, there have been remarkable mutations within the
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urban hierarchy in the past 75 years. Membership in the top thirty urban
places, for example, has continually changed, implying that centers of
population and economic activity have been shifting (cf. Hermoso's Special
Study). The earlier census years have more top central places located in
Luzon and in the other traditional agricultural regions (the Visayas), reflect-
ing the earlier development of places closet to the seat of government (such
places were, therefore, more easily "pacified"). The later years show the
representation to be more evenly balanced among regions (cf. Soliman and
Paderanga's Special Paper).

Through all of the policy shifts, the country's urbanization level (pro-
portion urban) has been rising though at uneven rates, inidication that the
ultimate effect of rising real incomes cannot be completely offset by policies
which encouraged the growth of the rural sector during the colonial period
or during the more recent regional awareness phase. Furthermore, there is
evidence showing that in spite of the dispersing effect of colonial policies
on the growth pattern of the regions, Metro Manila experienced a secular
trend of increasing primacy, as illustrated by the two indicators inTable 3.2.

Table 3.2 Indicesof Urban Concentration

1903 1918 1939 1948 1960 1970 1975 1980"

Index of
Primacy 1.75 1.73 2.07 3.24 3.23 3.44 3.54 3.44

Pareto

Coefficient -0.85 -0.80 -0.70 -0.60 -0.59 -0.58 -0.55 -0.56

*Preliminary.

Source: ef. Hermoso's Special Study.

The first is the four-city index of first-city primacy which shows the pre-
dominance of the largest city over the next three urban centers. The second
indicator is the coefficient of the rank size distribution of cities which is
an empirically estimated function showing the relationship between the rank
of a city and its size. Over the census years, the Pareto coefficient has been
increasing algebraically, meaning that the larger cities have been growing
faster than the smaller ones. 6

6Alternatively, since the sign is negative, the absolute value has been decreasing.
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Both statistics show that the national capital has been growing faster
than places fulf'flling ordinary central functions, and that the growing popu-
lation and increasing income required that higher levels of central services
be supplied. Another source of rapid growth for Manila was the export
orientation of economic activity during the Colonial Period which required
the development of a good administrative machinery and an international port.
During the Import Substitution Period, the need for industries to be in the
capital city to procure import licenses and to bring in imported inputs gave
further impetus to its growth.

As far as the urban system is concerned, the effects of the changing
constellation of policies may be seen in the shifting patterns of the urban
places and population. At the start of the century, the traditional agricul-
tural region (TAR) accounted for about three-fourths of urban places. As a
reflection of the decline of the TAR's importance after World War II and
partly as a result of the growth of the frontier region (FR), this share dropped
to 44 percent in 1975. Perhaps the most visible effects of policy changes
may be found in the urban population of the metropolitan periphery, a
region that shifted from the TAR category to become part of the CIR in
the late 60s. From 1903 to 1948, what is now the CIR suffered declining
shares in urban settlements at a time when Metro Manila was already in-
creasing its primacy, implying that during that earlier period, the metro-
politan periphery was suffering from Manila's backwash effects. At that time,
a separate magnet was also being exerted by the TAR which was receiving
the boon of free trade with the United States. During the Import Substitu-
tion Era when policy tended to encourage the rapid growth of the national
center, spillover effects were felt in the metropolitan periphery, and the
whole CIR rapidly increased its share of urban places. The FR, having
characteristics not too different from the TAR, showed the reverse of CIR's

trend although, in general, its share of urban population and settlements
was increasing as it was slowly being filled up.

The Present Hierarchy of Cities

The conceptual description of cities as belonging to a hierarchically
arranged system is based on the notion that cities are central places perform-
ing progressively more comprehensive services not only for the city popu-
lation itself but also for the surrounding areas. Higher order places offer a
wider array of goods and services and have larger tributary areas thanlower
order places. With that hierarchy, classes of cities ale distinguished according
to what and how many functions the cities full'all. The hierarchical classi-
fication of cities based on relative importance and complexity, therefore,

leads to a recognition of differences among cities from one region to ano-
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ther. At the same time, knowing that the needs of the tributary areas repre-
sent a demand for central functions, differences among cities also point to
differences among theregionsthemselves.

A classification of Philippine cities was carried out using data on char-
tered cities of 1975 and provincial capitals (cf. Soliman and Paderanga's
Special Paper). Chartered cities were used because they are autonomous
government units with taxing power not enjoyed by ordinary municipalities,
thereby giving them greater leeway in the provision of urban services. Pro-
vincial capitals, on the other hand, serve as administrative, transportation
and communication centers. Generally, provincial capitals rank f'LrStin urban
population, commercial and industrial establishments, utilities, and faci-
lities relative to other towns. Most provincial capitals ate also chartered
cities.

Seven types of urban centers are identified: (a) the national center
and regional center for Luzon: Metro Manila; (b) broad regional centers:
Metro Cebu and Davao City; (c) regional centers: Iloilo, Bacolod, Cagayan
de Oro, Zamboanga, Tacloban, Legaspi, Cotabato, and San Fernando (La
Union). The other chartered cities are classified as (d) major urban centers;
(e) secondary urban centers; (f) minor urban centers; and (g) satellites,
depending on the types of central functions and service activities present
(Table 3.3).

National Center. Metro Manila with a population of about 5.9 million
in 1980 is close to eight times larger than the next largest urban center,
Metro Cebu, with a population of 767 thousand in the same year. The
primacy of Manila has been brought about by historical forces, natural
endowments and economic policies making it the dominant political, ad-
ministrative, commercial and industrial center of the country.

Broad Regional Centers. Metro Cebu serves as the regional center for
the Visayas. Its domestic trade by water for the year 1973-74, for example,
was bigger than Manila's because its only connection with the other areas is
by water while Manila has the longest land connections. Cebu's strategic
location and access_ility make it the trading center for the central part of
the Philippines. Its influence extends beyond its immediate hinterland to
Eastern Visayas and the northern half of Mindanao.

Davao City, the third broad regional center, is the largest settlement
in Mindanao and is agriculture-based. In addition to the export of abaca and
maize production, an examination of its narrow industrial base reveals that
wood industry has also been a leading industry in the past. It possesses a
deep water port for international shipping and has one of the country's
leading hotels.

Broad regional centers have a whole complex of central functions in
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Table 3.3 Classification of Cities: the Urban Hierarchy

Cities Region

National and Broad Regional Center

Metro Manila Philippines and Luzon

Broad Regional Centers

Metro Cebu Visayas
Metro Davao Mindanao

Regional Centers

lloilo Western Visayas
Baeolod Western Visayas
Cagayan de Oro Northern Mindanao
Zamboanga Western Mindanao

•Tacloban - Eastern Visayas
Legaspi Bicol
Cotabato Eastern Mindanao

San Femando (La Union) Ilocos

Ma/or Urban •Centers

Angeles Central Luzon
Olongapo Central Luzon
Butuan Northern Mindanao

Batangas Southern Tagalog
Iligan Eastern Mindanao

San Pablo Southern Tagalog
Cabanatuan Central Luzon

Dagupan Iloeos
Ormoc Eastern Visayas
Naga Bicol
Ozamis Northern Mindanao

Dumaguete Central Visayas
Tarlac Central Luzon
Baguio Ilocos
General Santos Southern Mindanao
San Fernando (Pampanga) Central Luzon
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Cities Region

Secondary Urban Centers

Tuguegarao Cagayan
Lucena Southern Tagalog
San Carlos (Negros Occidental) Western Visayas
Roxas WesternVisayas

Laoag Ilocos
Pagadian WesternMindanao
Surigao NorthernMindanao

Dipolog WesternMindanao
Daet Bicol

Cingoog NorthernMindanao

Minor Urban Centers

Oroquieta Northern Mindanao
Cavite SouthernTagalog
Toledo CentralVisayas

Iriga Bicol
Marawi Eastern Mindanao

Satellites

Cadiz Western Visayas
Lipa Southern Tagalog
Silay Western Visayas
San Carlos (Pangasinan) Ilocos
La Caxlota Western Visayas
Bago Western Visayas
San Jose Central Luzon

Danao Central Visayas
Dapitan Western Mindanao
Bais Central Visayas
Tangub Northern Mindanao

Note: The classification was done on the basis of whether or not specific central economic

functions were being performed in each city. An alternative classification scheme
that considered the provision of social services came out with almost identical
results (el. $oliman and Paderanga's Special Paper in this volume).
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contrast to the lower types of centers. They have adequate hospitals, univer-
sities, recreation and tourist facilities, telephone and other communication

facilities, roads and other transport modes. Their large trade area requires
an extensive transportation system which serves to link the center with the

surrounding hinterland as well as with the lower types of centers. They

possess a primary or _ secondary port facility and an international or trunk-
line type of airport." The presence of other economic functions such as
breweries, softdrink warehouse and branch plants, depots of major off
companies, and the availability of local and provincial buses for cities with
fairly good roads distinguish broad regional and regional centers from lower
types o f urban centers.

Regional Centers. Cities classified as regional centers rank next to broad
regional centers on the basis of measures used in discriminating various
classes of cities. These centers possess the s_ne types of service functional

units as broad regional centers except that they have less service type estab-
lishments. The significant role of these cities as a link to the region and the
national economy makes the different economic and service functional

establishments locate in these cities. Regional centers have recently become
the focus of the development thrust of the government.

Depending on the region's level of development, a regional center serves
as a substitute for the broad regional center where this (broad regional cen-
ter) is absent. Except for Western Visayas which has two regional centers
(Iloilo and Bacolod), almost all other regions have one regional center. The

exceptions are Cagayan Valley, Central Luzon and Southern Tagalog. Since
Central Luzon and Southern Tagalog are parts of the CIR, the cities in these
two regions tend to be satellites of Metro Manila rather than true central

places on their own. The absence of a regional center for Cagayan Valley
may be natural for its level of development.

Ma/or Urban Centers. These are important because they provide basic
urban services, i.e., health, education, transport and communication services
to the surrounding areas. Apart from the kind of services present, there are
additional features about the geographic area needed in the classification of

cities. It is important to consider the spatial relationships among urban
centers as well as the volumes of traffic flows for cities with extensive road

networks. The volume of traffic flow does not only delimit the extent of the

trade area but is also used as an indicator of the size of the hinterland. Thus,
the volume of cargo of principal ports is another measure used in classifying

7primary ports are capable of ha/Idling domestic and foreign traffic of national sig-
nificance; secondary ports serve the main population centers of the region. An inter-
national airport is used for operation of aircraft engaged in international air navigation;
a trunkline airport serves commercial centers of the Philippines.
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major urban centers. Most of these major urban centers have tertiary ports
and secondary airport facilities. 8

Secondary Urban Centers. These centers offer theminimum service

functions usually confined to health or education services. With regard to
such economic variables as the number of commercial banks, number of
large wholesale establishments, mad type of port and airport facilities, se-
condary urban centers have the least.

Minor Urban Centers and Satellites. Cities comprising minor urban
centers lack most of the different types of economic and service activities
which higher order centers offer. Still, these centers perform minimal ser-
vices of some type or another for their tributary area. These centers possess
at least one of the factors used as a measure of centrality. For example,
cities like Toledo and Iriga have only a bank branch located within their
geographic area and have no establishments present for the other types of
economic and service activities. On the other hand, there are chartered cities
close to a larger urban center which exhibit substantial population concen-
trations though they possess none or very few of the service functions con-
sidereal. Service functional establishments are usually localized in the larger
urban center close by.

Cities and Regions:An OrganicView

The foregoing view of the system of cities in the Philippines highlights
the dominant influences of geography and economic forces on the pattern
of human settlements. A look at Map 3.2 indicates that the broad regional
centers, the highest order of central places, are relatively evenly distributed.
Each broad region (Luzon, Visayas and Mindanao) is served by a city that is

co 9quite replete in central functions. The evenness of the representation of
the next lower level of urban places, regional centers, is also quite remark-
able. The archipelagic topography of the country and the resulting difficulty
in transportation and communications seem to dictate that each region be
autarkic to some extent (see also Ullman 1960). Consequently, the number
of urban centers in the country is more than what would otherwise have
been expected.

The other interesting picture depicted by the data is the close associa-

tion between the development of cities and the relative maturity of the

8Tertiary ports are capable of handling traffic serving a limited portion of the
regional hinterland and capable of performing local port functions. Secondary airports
serve principal towns and cities with regular traffic densities that warrant the operation
of jet-prop aircrafts.

9Although Metro Manila still has a distinct advantage in the very specialized ser-
vices like accounting firms, advertising agencies, consultancy and research firms.
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Map 3.2 Philippines: Broad Regional Centers, Regional Centers,
Major Urban Centers
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regions (cf. also Pernia's Special Paper on cities and regional development).
Note, for example, the cities in the CIR, the most developed economic re-
glen of the post-war era. Although proximity to the national urban center
has prevented the evolution of regional centers (as defined above) in Cen-
tral Luzon and Southern Tagalog, there is a relative abundance of major urban
centers in these two regions (Table 3.3). In contrast, most of the other
regions have their lower ranked cities at the level of secondary urban centers.
The level of development of the CIR has enabled it to support more deve-
loped central places than the other regions. This it did at the same time that
the primate city was growing in its midst.

A closer look at the broad region of Luzon uncovers corroborating

evidence on this phenomenon. Close to the CIR are two of the least deve-
loped regions of the country, Cagayan Valley and Bicol. The former is cons-
picuous for the absence of a large city within its bounds. Its highest order
central place is classified as a secondary urban center, Tuguegarao. Bicol,
on the other hand, has a relative scarcity of all types of central places except
for the presence of a regional center, Legaspi City. The same observation
may be made of Eastern Visayas. The conclusion that may be inferred is
that less developed regions demand lower level central functions and there-
fore exhibit a less developed city system.

The preceding discussion illustrates the symbiotic relationship between
the city and the region that it serves. The region requires and gives a reason
for central functions to exist in a city. The city in turn provides the neces-
sary services at the same time that it draws on the surrounding area the
wherewithal for its continued existence. 10 Depending on the role it plays,

the city's tributary area will be of some corresponding size.
The urban system interlaces the spatial fabric of the country, serving as

a mechanism for the interaction of various places. The impacts of both
macroeconomic and area-specific policies tend to be communicated through-
out the archipelago primarily via the interconnection of cities. The city
system should therefore be viewed as the nervous system of the economy.
Recognition of this point is important in planning national and regional
economic growth (cf. Pernia's Special Paper).

The organic view of cities and regions has useful implications. On a
superficial plane, the degree to which a city has developed is an indication of
the level of development of the region to which it belongs. As already im-
plied, the types of cities found in the region would be one of the indi-
cators of the region's maturity; the more developed its system of cities is

10The influence of urban centers on neighboring agriculture is analyzed in Ltma,

Pemia and Hermoso's SpecialPaper. It shows that the effect tends to be negativeat low
levelsof regional developmentbut beeornespositive at higher levelsof development.
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(i.e., the higher the order of the cities), the more advanced the region would
be. Beyond that, however, the development of its cities also largely deter-
mines the extent to which the region can avail itself of impulses from other
regions and from the overall growth of the economy. At the same time, a
region's cities also affect its ability to transmit forces that start within its
boundaries.

The centrality of a city is therefore a key factor that has to be con-

sidered in regional development policy. What the policymakers should strive
for is the integration of the whole country as one market such that the

spread effects of economic changes are not stifled. This seems best done by
exploiting the city system. For a less developed region, for example, an
important part of a development program is the improvement of the eco-

nomic and social infrastructure as well as an increase in the availability of
central functions in its cities. This would connect the region with the rest of
the economy and at the same time prevent the choking off of the initial
impulses due to a shortage of crucial services (e.g., banking and communi-
cation). Hence, hand in hand with any program to develop a region should
be a plan to upgrade the system of cities in that region. More balanced re-
gional development entails a more systematic development of cities if the
full effectivity of a development program is to be achieved.



CHAPTER 4

PATTERNS AND DETERMINANTS
OF MANUFACTURING
CONCENTRATION AND
POPULATION MOVEMENTS

As discussedin the precedingchapter,Manila(theNationalCapital
Region - NCR) and, subsequently,the centralindustrialregion(CIR)
emerged as the nation'scenterof economic activityand populationasa
responseto changingeconomicpolicyregimesbesidesmarket forces.The
shiftin regionalcomparativeadvantagefrom the traditionalagricultural
region(TAR) to theCIR became particularlynoticeableduringthepost-war
periodwiththeadoptionofindustrializationand tradepoliciesbasedon im-

portsubstitution.Whilepreferentialtariffsinducedthecultivationof crops
and theproductionofresource-basedmanufacturesintheTAR forexportto
the mother countryduringtheColonialPeriod,theeconomicenvironment
of heavy protectionduringthe Import SubstitutionPeriodviaimportand
exchangecontrols,tariffsand indirecttaxesstimulatedthe productionof
consumergoodsinthecountry'surbanandindustrialcapitalThus,theover-
alleffectof theshiftinthecountry'sdevelopmentstrategywas notonlyto
stronglyencourageconsumer-orientedindustrializationbut alsoto discri-
minateagainstor evenpenalizeagro-basedindustries,exportproductionand
backwardintegration(Bautista,Power and Associates1979).

In thischapter,we firstdescribetheregionaldistributionof manufac-
turingactivityovertime,aswellasin 1975,which happenstobe thelatest
periodforwhichwe havedata.We thenattempttoidentifythedeterminants
of the spatialconcentrationof manufacturing.In the secondpartof the
chapter,we takea look ata relatedphenomenon - thepatternsofpopula-
tionmovements and thefactorsexplainingthem.

The focusofthefirstpartoftheanalysisison manufacturingindustries
for threereasons.First,manufacturingaccountsfora substantialpropor-
tionof industrialactivityand isoftenthemost dynamic component ofthe
industrialsector.Second,manufacturingfirmsarerelativelyfreeto locate
anywhere and tendto be responsiveto economicfactorsand policies.And
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third, there are more data on manufacturing industries than on other types
of economic activities.

Historical Perspective,1903-75 •

in 1903, 43 percent of all manufacturing establishments were found
in the TAR (the Visayas regions, Bicol and Ilocos). This share rose to 70
percent by 1939 (Table 4.1). The increase in manufacturing firms in the
TAR was especially rapid in the first half (1903-18) of the American Colonial
Period. The NCR had about 30 percent of the establishments in 1903
which dropped to 3 percent in 1939, while the CIR as a whole started with 55
percent and ended the period with only 14 percent of all establishments.

In terms of manufacturing employment, the TAR accounted for two-
thirds of the total in 1903 and a little over one-half in 1939 (Table 4.2).
The diminishing share was brought about by negative growth rates in manu-
facturing work force particularly in the latter part of the period, due most
likely to increasing out-migrations from the region. During the same period,
the NCR's share steadily rose from 6 to 16 percent while that of the CIR
stood at around 30 percent throughout.

Data on manufacturing output indicate that, during the period 1903-
38, resource-based industries such as food manufacturing, tobacco and wood
products captured from 58 to 65 percent of manufacturing gross value
added (Table 4.3). Hence, together with the data on establishments and
employment, there is sufficient evidence to show that during the Colonial
Period agro-based industries in the TAR played a pivotal role in the
economy.

The early post-war years (1948-61) saw precipitous declines in the
TAR's shares of manufacturing establishments and employment from

48 and 41 percent to 35 and 20 percent, respectively (Tables 4.1 and 4.2).
By contrast, the NCR experienced phenomenal increases in its share of

establishments from 17 to 28 percent, and of employment, from 29 to
54 percent. This reflected, at least in part, the policy shift to import-substi-
tution industrialization which benefited the national urban center. Further-
more, in terms of manufacturing output, such urban-based industries as
textile, paper, rubber, chemical and metallic products became noticeable
at the onset of the 1960s (Table 4.3).

After the dismantling of the import and foreign exchange controls

with the peso devaluation in the early 60s, the NCR exhibited slightly
diminished proportions of establishments and employment - from 28 and
54 percent in 1961 to 22 and 51 percent in 1967, respectively (Tables 4.1
and 4.2). And on the whole, the urban-based industries just mentioned also ex-
perienced decreased shares in manufacturing value-added (Table 4.3). During
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Table 4.1 PercentageDistribution of Manufacturing Establishments
by Region

_|l 0i r i i .u

Re,on 1903 1939 1948 1961 1967 1975

Centrallndustrial 55.28 14.07 37.53 48.26 43.12 42.76

NCR and Rizal 29.70 3.01 16.58 28.03 22.13 18.87
Central Luzon 14.65 4.39 8.76 8.94 10.08 10.46
Southern Tagalog 10.93 6.67 12.19 11.29 10.91 13.43

TraditionalAgricultural 42.51 69.58 48.07 34.78 35.53 35.81

Iloeos 5.01 24.86 9.88 9.39 8.65 10.68
Bicol 5.53 11.68 5.73 5.86 5.42 7.37
Western Visayas 23.56 4.29 11.88 7.21 10.52 9.17
Central Vis_,as 7.31 12.40 10.92 7.82 7.58 5.58
Eastern Visayas 1.10 16.35 9.66 4.50 3.36 3.01

Frontier 2.21 16.35 14.40 16.96 21.35 21.43

CagayanValley 0.46 0.78 3.47 3.34 3.36 4.71
Western Mindanao 1.17 12.86 3.00 2.27 5.39 2.80
Northern Mindanao 0.58 2.03 3.97 3.33 3.49 4.38
Southern Mindanao - 0.30 1.91 3.68 5.58 6.07
Central Mindanao - 0.38 2.05 4.34 3.53 3.47

Philippines 100.00 100.00 100.00 100.00 100.00 100.00

Sources: Censul of Population and Economic Activities, 1961, 1939, 1948; Economic
Census, 1961, 1967; Census of Establishments, 1975, Volume on Manufacturing
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Table 4.2 Percentage Distribution of Manufacturing Employment by Region

"" : _ ==LL! .....

ReDon 1903 1939 1948 1961 1967 1975

Centrallndustrlal 29.55 31.3_..55 46,59 67.75 64.20 64.53

NCR and Rizal 6.48 16.19 29.39 53.66 51,25 46,84
Central Luzon 9.40 6.64 7,34 7.27 7.22 7.73
Southern Tagalog 13.67 8,52 9.86 6.82 5.73 9.96

TraditionalAgricultural 67.13 55.7_.__2 41.47 20.49 18.6._8 20.72

Ilocos 15.12 14.74 6.99 3.75 2.89 3.69
Bicol 8.38 9.88 4,85 2.34 2.15 3.62
Western Visayas 19.27 7.86 10.51 7,20 6.96 6.45
Central Visayas 14.29 10.65 11.89 5.61 5.28 5.76
Eastern Visayas 10.07 12.59 7.23 1.59 1.40 1.20

Frontier 3.32 12.9_.._3 11.94 11.76 17.12 14.75

Cagayan Valley 0.80 1.03 2.17 1.52 2.11 2.61
Western Mindanao 0.26 8.76 1,67 1.63 1.50 1.40
Northern Mindanao 2.13 2.04 4.93 3,44 4.06 3.49
Southern Mindanao 0.11 0.45 1.71 2.40 5.80 4.73
Central Mindanao 0.02 0.65 1.46 2.77 3.65 2.52

Philippines 100.00 100.00 100.00 100.00 100.00 100.00

Sources: Censu_ of Population and Economic Activities 1903, 1939, 1948; Economic
Census, 1961, 1967; Census of Establishments, 1975, Volume on Manufacturing.
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Table 4.3 Percentage Distribution of Manufacturing Gross Value Added
by Industry Groups

1903 1938 1948 1960 1967 1975

Food Manufacturing 25.7 52.1 30.8 27.0 29.72 25.67
Beverages 12.7 4.7 25.1 8.6 4.49 4.89
Tobacco Products 24.2 7.2 4.7 5.6 6.94 9.32
Textile Products 0.5 0.8 2.6 4.6 6.07 5.58
Footwear & Other Wearing Apparel 5.9 7.8 6.6 3.0 4,49 3.57
Wood and Cork Products 8.0 5.3 9.7 4.0 5,46 2.85
Furniture & Fixtures 2.3 1.9 1.8 0.9 0.73 0.45
Paper & Paper Products 0.0 0.0 0.0 2.3 2.70 2.94
Printing & Printed Products 4.9 3.6 3.7 3.2 2.18 2.70
Leather Products 0.7 0.1 0.0 0.3 0,40 0.18
Rubber Products 0.0 0.0 0.6 3.2 1.35 1.59
Chemical & Chemical Products 1.9 6.9 2.9 10.0 6.96 13.09
Products of Coal & Petroleum (a) (b) (b) (b) 7.56 7.44
Non-Metallic Mineral Products 3.9 3.3 2.1 3.7 4,56 3.61
Basic Metal & Metallic Products 0.9 0.7 1.9 8.0 5.88 5.96
Machinery 3.6 0.2 0.5 4.2 4.20 3.83
Transportation Equipment (a) 0.4 1.0 2.2 5.09 5.09
Miscellaneous 4.2 3.9 5.7 8.2 1,22 1.24

Total Manufacturing 100.0c 100.0 c 100.0 c 100.0 c 100.0 100.0

(a) = negligible (b) = included in miscellaneous manufacturers

(c) = the sum of the figures do not total 100.0 due to rounding.

Sources: Umafia (1966), Appendix Table 1 for 1903, 1938, 1960; and Philippine Statis.
tical Yearbook, 1978 for 1967 and 1975.

the same interval, the TAR remained more or less stable, while the frontier
region (FR) expanded its shares of establishments and employment from 17
and 12 percent in 1961 to 21 and 17 percent in 1967, respectively. This
represented the effects of the government's frontier settlement program.

In the subsequent period, the NCR experienced further diminution in

manufacturing activity but Southern Tagalog made up for it, thereby making
CIR as a whole maintain its dominant position. At the same time, both the

TAR and the FR maintained their secondary positions despite the avowed
regional development policy of the government during this period. What
appears to have happened was that, despite the change in policy to decontrol
and devaluation, the import-substitution strategy was effectively carried over
with the continuation of the tariff structure and tax incentives, including
wage and price policies. It is also very likely that most of the instruments of
the rural/regional development thrust (e.g., rice policy, land reform, agricul-
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rural credit schemes, pricing policies, infrastructure expenditures and social
services) favored primarily Southern Tagalog and Central Luzon. It thus
seems that in the mid-70s, the spfllover effects started to be felt in the
metropolitan periphery which, together with the NCR, subsequently became
known as the CIR.

Determinants of Spatial .Concentration of Manufacturing

In 1975, the NCR had about one-fifth of all manufacturing establish-
ments and just under one-half of total manufacturing employment and
output (Tables 4.1, 4.2, 4.4). Industries located in the other regions were
mostly the resource-based types such as food manufacturing, leather, wood,
paper, non-metal products and petroleum refineries. Taking the CIR into
account, concentration rose to about 43 percent of all manufacturing
establishments, 65 percent of aggregate employment, and three-quarters of
total output. This was because Southern Tagalog and Central Luzon had
substantial shares of such resource-based industries as leather, paper, non-
metal products and petroleum ref'meries. The balance of manufacturing
activity was largely found in the budding industrial regions of Western and
Central Visayas, Northern and Southern Mindanao.

As Hermoso discusses in her Special Study, Weberian industrial location
theory posits that the location of manufacturing activity is determined
primarily by markets, resources and agglomerative economies. Economic
policies, however, also play a key role especially in developing countries
where markets are imperfect on account of deficient information and
transportation.

In a regression analysis oft he theoretically likely determinants of
manufacturing concentration in the NCR (which is elaborated on in Her-
moso's Special Study), effective protection of consumer goods and imported
inputs orientation of firms figure prominently (Table 4.5). Other factors
that significantly promote concentration are forward industrial linkage,
export orientation, employment size of establishment, and relative wage
rate. In contrast, primary materials orientation Of f'mns operate against
concentration in the NCR, in favor of location in the regions. This is why
resource-based industries axe mostly found in the regions.

Of the various forces that bring about spatial concentration, two
forces - effective protection rate and imported inputs orientation - dis-
tinctly reflect the import-substitution industrialization policy of the 50s and
60s whose effects were perpetuated in the 70s through the tariff structure
(Tan 1979). Since the protected industries essentially catered to the urban
market, they naturally located in the capital city. These consumer-oriented
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Table 4.4 PercentageDistribution of Manufacturing
CensusValue Added by Region

ReDon 1961 1967 1975

Central Industrial 74.26 71.28 74,28

NCR and Rizal 55.19 54.00 47.24
Central Luzon 10.25 6.06 13.29
Southem Tagalog 8.82 11.22 13.75

Traditional Agricultural 19.83 15.43 17.42

Ilocos 1.57 1.49 1.23
Bicol 0.79 1.29 0.73
Western Visayas 11.95 8.43 9.16
Central Visayas 4.92 3.34 5.37
Eastern Visayas 0.60 0.88 0.93

Frontier 5.9_._1 13.29 8.30

Cagayan Valley 0.63 0.99 0.63
Western Mindanao 0.79 0.45 0.57
Northern Mindanao 1.86 3.82 2.59
Southern Mindanao 1.28 4.11 2.20
Central Mindanao 1.35 3.92 2.31

Philippines 100.00 100.00 I00.00

Sources:Economic Census, 1961 and 1967; Ccnsu: of Establishments, 1975, Volumeon
Manufacturing.
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Table 4.5 Determinants of Spatial Concentration in NCR

Dependent: CRCVA Dependent: LCRCVA
Independent (1) (2) Independent (I) (2)

EPR 0.151 0.194 EPR 0.013 0.018

(2.073) (4.880) (1.869) (2.322)

FM 31.809 41.343 FM 5.264 5.687

(2.584) (3.259) (2.176) (2.159)

FUNCR 6.594 LFUNCR 0.246
(2,864 (2.468)

FX 45.042 51.845 FX 3.987 2.155

(3.629) (4.193) (1.925) (0.821)

NER 0.008 LNER 0.710

(0.455) (7.663)

FPI -16.970 -17.709 LFPI -0.218 -0.128

(-2.287) (-2.089) (-3.421) (-1.720)

WNCR 5.040 LWNCR 0.959
(1.824) (2.908)

KER --0.000 LKER 0.236

(-0.627) (0.900)

Constant -6.098 - 11.677 -4.082 -2.962

R2 0.643 0.570 0.922 0.897

F-value 9.413 7.176 56.558 41.747

Note':t-valuesin parenthesesunderneathregres_oncoefficients.

_lotations:

CRCVA- concentxattonratio of cen,=,svalue |dded in NCR,
EPR- weightedeffectiveprotection rite,
FM- fractionof importedmateti&linput=(from 1969 I-OTable).
FYNCR - fractionof industry output to Manilamanufacturingfirms,
FX - h_u_tionof exportedoutput,
NER- employmentto eetabliJhmenteratioin NCR,
FPI- fractionof material inputs from primaryindustries.
WNCR- ratio of NCR'saveragewagerate to nationalaveragewere rate excludingNCR'e,
KER- capital(fixed auets) to e_blialunente rttio in NCR,
LCRCVA- naturallog of CRCVA,
LFYNCR- naturallogof FYNCR,
LNER- naturallog of NgR,
LFPI- naturallog of FP|,
LWNCR- naturallog of WNCR,
LKER-_natural log of KER.

Source: Hermoso'aSpecialStudy in thJ_volume.
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industries included, among others, paper and plastic products, textiles,
footwear and household appliances, to mention only the heavily protected
ones (of. Bautlsta and Power 1979). Moreover, by being in the capital city,
they could more easily take advantage of the domestic tax/subsidy programs
besides being close to skilled labor markets and ancillary services. Likewise,
because these industries required imported raw materials, intermediate and
capital goods, they needed easy access to the international port and to
offices that issue import licenses and foreign exchange. This finding is
supportive of the cross-country analysis in Chapter 2 which showed that
openness of certain Asian economies in the 60s and 70s contributed to
urban_primacy.

Another variable - urban wage rate - is directly linked to policy,
namely, the minimum wage law which has artificially inflated money wages,
making the NCR attractive to migrant labor. 1 Alternatively, to the extent
that a high relative wage rate is indicative of the presence of skilled workers,
it can serve as one of the criteria for industrial location decision.

Export orientation, which was stimulated in the 70s, 2 apparently
also tends to induce concentration because of the need to be near govern-
ment offices that issue export licenses, major banks and international trading
companies, among others for the requirements of the export business. More-
over, it is very likely that several of the import substituting firms in the 50s
and 60s that were already situated in the NCR switched to exports in response
to policy.

The two other explanatory variables mentioned - forward industrial
linkage and f'mn size - have to do with certain technological characteristics
of firms which can make them benefit from agglomeration economies. Be-
cause of such characteristics, firms have to locate in the NCR in order to
be viable.

It seems clear that the forces for spatial concentration unleashed with
the industrial and trade policies of the 50s and 60s continued to be operative
in the 70s. Not only did the effectiveness of the former policies continue to
linger, but the later ones, such as the tariff structure and export promotion,
continued tO engender the concentration bias that would offset the dispersal
policies. It is hardly surprising, therefore, that the government's regional
development thrust would have produced little palpable results by the end
of the 70s.

I The minimum wage law also stipulates minimum wages for the regions but, for
und©rstandable reasons, enforcement tends to be much less rigid.

2 The de factor peso devaluation in February 1970, for instance, served as a strong
inducement for exports, not to mention the Export Incentives Act of 1970 itself.
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Patterns of Population Movements

The national settlement system is made dynamic by population move-
ments in addition to the shifting location of industries. Like industrial
location, population distribution tends to be uneven especially in the early
and intermediate stages of development. This characterizes the Philippine
space economy in post-war decades.

Prior to the 1960s, there were two major migration streams: from
Luzon regions and Eastern-Western Visayas to the National Capital Region
(NCR) and Cagayan Valley, and from the Visayas regions and some parts
of Luzon to frontier areas in Mindanao (Table 4.6; see also Pascual 1966,
Smith 1977). Southern Mindanao ranked first both in terms of in-migration
and net migration rates, followed closely by the NCR. Three other regions
proved to be net receivers of migrants: Western Mindanao, Cagayan Valley
and Northern Mindanao. The rest exhibited negative net migration rates,
with the heaviest population losses experienced by Central Visayas, Western
Visayas, Eastern Visayas and Ilocos, in that order.

The strong currents of migration to the NCR were consonant with the
nation's post-war industrializing trend in the direction of Manila, as already
discussed. On the other hand, the population movements to Cagayan Valley
and Mindanao were a response to the rich agricultural resources in those
regions and to the resettlement programs of the government in the 50s.
Because of the shift of economic activity away from the Visayas, Ilocos and
Bicol, these traditional agricultural regions (TAR) became the sources of
migrants.

In the 60s, the NCR became the most preferred destination, with
Southern Mindanao coming only second although it continued to be the top
net receiver of migrants. (Table 4.7). Similarly, Northern Mindanao sur-
passed Western Mindanao in terms of both in-migration and net migration.
Cagayan Valley lost some of its attractiveness but it remained a net absorb-
ing region. Southern Tagalog changed status from a losing to a gaining
region, reflecting, together with NCR, the rise of the Central Industrial
Region (CIR). Thus, on the whole, population movements during the 60s
signalled a definite shift from a frontierward to an urbanward orientation.

The urban-industrial direction of migration that began in the 60s
became more visible in 1970-75 (Table 4.8). Both Southern Tagalog and
Central Luzon (which, together with NCR, form CIR) appreciably improved
their relative rankings in terms of net migration. There was also a change in
the destination preference of Visayan migrants, from Mindanao to the NCR
and Southern Tagalog, resulting in some net loss to Western and Central
Mindanao. Furthermore, Cagayan Valley which used to be a net in-migration
region started to suffer a net outflow in the first half of the 70s.
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Table 4.6 In-migration, Out-migration and Net Migration Rates
Birth-to-1960 (perthousand)

Net Migration
In-migration Rank Out-migration Rank Rate RankRegion Rate Rate

I Ilocos 35.0 8 139.4 3 - 104.4 9

II Cagayan Valley 157.7 6 66.5 8 91.2 4

III Central Luzon 40.9 7 138.3 4 -97.4 8

IV Southern Tagalog 110.7 4 126.2 9 -15.5 6

IV-ANational Capital 375.1 2 46.2 10 328.9 2

V Bicol 34.8 9 83.9 7 -49.1 7

VI Western Visayas 22.7 11 142.9 2 - 120.2 11

VII Central Visayas 31.5 10 243.5 1 -212.0 12

VIII Eastern Visayas 18.1 12 132,0 5 -113.9 10

IX Western Mindanao 293.0 3 37.1 ! 1 255.9 3

X Northern Mindanao 166.5 5 113.5 6 48.0 5

XI Southern Mindanao 378.0 ! 27.0 12 351.0 I

SoutGe:Omm$of PopulationandHouJing,1960,Appendix.
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Table 4.7 In-migration, Out-migration and Net Migration Rates 1960-70
(per thousand)

Region In-migration Out-migration Net Migration Rank
Rate Rank Rate Rank Rate

I Ilocos 20.35 12 52.71 9 -32.65 10

II Cagayan Valley 57.05 7 41.33 10 15.72 5

III Central Luzon 66.54 5 94.46 4 -27.92 9

IV Southern Tagalog 64.16 6 55.44 7 8.72 6

IV-A National Capital 231.59 1 104.14 3 127.14 2

V Bicol 18.45 13 35.43 12 -16.98 8

VI Western Visayas 22.08 11 86.32 5 -64,24 11

VII Central Visa/as 39.47 8 135.71 1 -96.24 13

VIII Eastern Visayas 29.06 9 115.38 2 -86.32 12

IX Western Mindanao 83.67 4 40.67 11 43.00 4

X Northern Mindanao 156.27 3 85.05 6 71.21 3

XI Southern Mindanao 212.63 2 53.42 8 159.21 1

XII Central Mindanao 28.30 10 26.32 13 1.97 7

Source:Fliegeret al.(1976), Table21, p. 40.
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Table 4.8 In-migration, Out-migration and Net Migration Rates1970-75
(perthousand)

Region In-migration Rank Out-migration Rank Net Migrati°n RankRate Rate Rate

I Ilocos 12.2 9 29.1 2 -16.9 13

II Cagayan Valley 13.3 8 15.6 12 -2.3 7

IlI Central Luzon 21.8 4 15.9 I 1 5.9 5

IV Southern Tagalog 64.5 1 50.5 1 14.0 2

IV-ANational Capital 34.0 3 25,3 4 8.7 4

V Bicol 11.5 10 21.8 7 -10.3 10

VI Western Visayas 10.3 11 14.4 13 -4.1 8

VII Central Visayas 15.9 6 28.0 3 -12.1 12

VIII Eastern Visayas 17,9 5 19.9 9 -2.0 6

IX Western Mindanao 9.2 12 20.9 8 -11.7 I1

X Northern Mindanao 34.0 3 19.0 10 15.0 1

XI Southern Mindanao 35.3 2 22.9 6 12.6 3

XII Central Mindanao 14.6 7 23.9 5 -9.3 9

Source: NC$O, Census Place-of-Residence data, 1975 (unpublished).
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Determinantsof Interregional Migration

Conventional migration analysishas almost always shown that econo-
mic factors, particularly income and employment opportunities, provide
a good explanation of migration behavior, whether viewed in a macro or
micro context. This result is also essentially borne out in the present study
using Philippine census data (cf. Gonzales and Pemia's Special Paper).
However, besidesthese standard eeonoinic indicators, such other factors as
kinship and ethnicity also figure significantly, as also illustrated by a few
studies in the United States(see,e.g., Greenwood 1975).

Analysis of the 1960-70 interregional migration pattern highlights
the drawing power of economic (employment) opportunities at the desti-
nation region and the facilitating effects of kin (migrant stock) at destination
and of ethnicity (common languagebetween origin and destination). As in

other studies, level of education at origin also comes out as a significant
determinant in that it represents initial human capital, improves knowledge
about alternative places and opportunities, and at the same time, raises
aspirations (Table 4.9). Farm density serves as a push factor, as would be
expected; by contrast, extent of farm irrigation at origin tends to prevent
out-migration because irrigated farms raise productivity as well as absorb
more labor. The transportation factor appears insignificant, as might be
expected, given the important functions performed by kinship, ethnieity
and education (see Schwartz 1973). The salience of employment opportu-
nities over income at destination and the significance of the kinship effect
are consistent with earlier studies using household data (Pernia 1978, 1979).

The regression results for 1970-75 further substantiate the crucial vole
in migration of kinship and enthnieity (making transport consideration
immaterial), as well as of economic (employment) opportunities at destina-
tion (Table 4.9). Likewise, farm density at origin does appear again to
exert the pressure for moving out. At the same time, however, poverty
incidence at origin seems to hamper the ability to migrate, i.e., given that
migration entails some initial capital, the very poor are forced to stay put.
This last point is worth noting because, while migration has become a highly
noticeable phenomenon in recent years, the inability of other people to
migrate has been overlooked. If such inability to migrate is related to po-

verty as suggested by the analysis, then large segments of the population
especially in the depressed regions must be potential migrants. The question

for policy would seem to be: should these people be given assistance to move
to where they can be better off, or would the development of depressed
areas be a more promising solution?
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Table 4.9 Determinantsof Interregional Migration

Independent 1960-70 1970-75Variables

ESTi -0.017 0.056
(-0.089) (0.233)

ESTj 0.788 0.725 0.693
(5.495) (5.547) (2.970)

FD i 0.381 0.217 0.907 1.840
(1.689) (0.626) (3.113) (3.618)

FDj -0.806 -0.162 0.346 -0.152
(-3.913) (-0.758) (1.615) (-0.396)

IRRi -0.737 -0.765 -0.116 -0.615
(-6.575) (-4.772) (-1.037) (-3.096)

UNi 0.013
(0.145)

un] -0.328
(-1.693)

EDi 1.533 1.253 -0.125 0.181
(4.553) (2.527) (-2.071) (1.770)

EDj 0.395 -0.101 0.000
(1.382) (-1.998) (0.003)

FY] 0.252
(1.075)

MS_ 0.624 0.713 0.582
(14.339) (12.479) (12.922)

TRANS_ 0.001 -0.088 0.082 -0.185
(0.005) (-0.477) (0.398) (-0.498)

1.i 0.778 0.455 0.535
(4.975) (2.508) (3.540)

POVi -0.256 -0.682
(-1.578) (-2.446)

Constant -6.118 -2.626 -2.640 1.392

_2 0.848 0.802 0.731 O.116

Note: t-valuesare in parenthesesunderneath regressioncoefficients.
Notations:

ESTi : = employmentopportunitiesat i (origin).j (destination);
FD: ;J = farm density at i, j;
IRI_i = farm irrigationat i;
UN.. = tmemploymentrate at i. j;
ED__ = levelof education at i, j ;
FY._J ffi familyincome atj;
MS_, = migrant stock from i atj;
TRANS_ -- transportationaccessbetween i andj;
L.. = common languagebetween i andj;
P_)Vi = povertyincidenceat i.
Source: Gonzalesand Pernia'sSpecialPaper.



CHAPTER 5

CONCLUSIONS AND
POLICY IMPLICATIONS

Summary of Salient Findings

Despite a Steadily rising level of urbanization during this century, the
Philippines remains a predominantly rural country, reflecting its overall level
of industrialization and development. As of 1980, only about 36 percent of
total population could be considered living in urban places, 1 compared to
the world average of 41 percent and to East Asia's 72 percent. The notable,
though not surprising, aspect of the nation's spatial and urban development,
however, has been the mounting concentration of population and economic
activity in Manila, the National Capital Region (NCR), despite the prolifera-
tion of lower-level urban centers - an indication of the rapid growth of total
urban population.

In an historical context, the center of population and economic activity
of the country can be viewed as having shifted from the traditional agricul-
tural region (TAR - Visayas, Bicol and Ilocos) to the national capital region
(NCR), gradually spilling over into the metropolitan periphery of Southern
Tagalog and Central Luzon and forming what is now known as the Central
Industrial Region (CIR). The central thesis of this study is that the spatial
development of the economy has been shaped by natural economic and
social forces in certain areas accentuated by the spatial biases of trade and
industrial policies, such that the later regional and rural policies were largely
ineffective in countering the polarization phenomenon.

Thus, during the Colonial Period (1900-1939), the agricultural regions
were the center because they produced, with the incentive of preferential
tariffs, the crops for export to the mother country. During this period, urban
population increase occurred mainly in cities located in the agricultural

1Accordingto the official definition of urban. Oncloser inspection,one finds that
many of these so-calledurban placesare not reallyquiteurban in character.This implies
the need for a more rigorousdefinition as well as its faithful application.However, for
internationalcomparisonpurposes,the abovefigureis most likely suitable.
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regions. However, increasing population density on a limited resource base,
the vulnerability of primary exports to the vagaries of international trade,
and the shift in emphasis from agriculture to industry brought about a
slackening of the relative and absolute growth of population and economic
activity in these regions - making them sluggish from the late 40s through
the 70s. 2

During the 50s through the mid-60s, the government pushed an indus-
trialization policy anchored on import substitution. Given Manila's loca-
tional advantages as the administrative and financial center and as the locus

of the country's international port, its absolute and comparative advantage
in manufacturingactivity evolved rapidly. Hence, manufacturing firms
clustered in the NCR for ease of access to the port, to import licenses and

foreign exchange, to skilled labor markets and ancillary services, as well as
to the domestic market for their products which catered to urban tastes.
At the same time, during the Import Substitution Period, there was a notice-
able shift in migration from frontierward streams to movements to the
urban-industrial center of Manila that subsequently expanded into Southern
Tagalog and Central Luzon. During this period, too, urban places mush-
roomed within the CIR.

In the meantime, the frontier region (FR - Mindanao and Cagayan
Valley) was activated by government resettlement programs during the late
Colonial Period and early post-independence period, but the impact ap-
peared short-run innature. Moreover, the deteriorating peace and order
condition in the FR further heightened the attractiveness of the CIR. The

earlier developments in the FR, in any case, contributed to the further
decline of the TAR.

The spatial pattern of manufacturing activity in 1975 can be described
as one in which resource-based industries (e.g., food, wood, paper, iron and

steel) were located outside the NCR; by contrast, import-substituting and
f'mal-stage processing industries (e.g., textile, wearing apparel, footwear,
chemical, rubber, leather and plastic products) were concentrated in the

NCR and more broadly in the CIR. It thus seems that the strong forces for
concentration unleashed by the import-substitution industrialization strategy
of the 50s through the mid-60s became so deeply imbedded in the economic
structure that their effects continued to be telt through the 70s. And these
effects were sustained by the retention of the tariff structure which was one
of the main planks of the import-substitution policy.

Meanwhile, population movements, facilitated by kinship and ethnic

2One could conjecture that without the ¢kastic shift in policy thrust, the polariza-
tion that ensued may have been more moderate (i.e., perhaps Cebu may now be a
stronger metropolis for the Visayas and Northern Mindanao).
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networks developed over the years, proceeded in their urban-industrial

orientation, promoting further regional inequalities in skilled labor and
domestic demand. Thus, past developments have engendered a self-per-

petuating imbalance that may still be abetted by remaining policies.
The late 1960s saw the start of the Regional Awareness Period when

dispersed development became an explicit goal. Initial indications seem to
show some faint response to the new policy theme. The lingering spatial
effects of earlier trade and development policies, the well-developed net-
works for migration, as well as established agglomeration economies may bo
inhibiting the smooth operation of dispersal policies. Moreover, the instru-
ments of the rural/regional development thrust (e.g., rice policy, land

reform, agricultural credit schemes, pricing policies, infrastructure expendi-
tures, social services and the 50-kilometer radius ban) appear to have made
their initial impact primarily on Southern Tagalog and Central Luzon which
have become parts of the CIR conurbation. For instance, the 50-kilometer
radius industrial-location ban in the early 70s to decongest Metro Manila
resulted in about 30 percent of new plants locating Southern Tagalog and
Central Luzon and another 17 percent given special exemptions to situate
in the NCR. Thus, close to hal tof the locational clearances issued by the
then Human Settlements Commission ended up in the CIR. While apparently
an improvement over past periods, this development still does not go a great
way towards the desired dispersal. It also suggests that the dispersal policies
still have to contend with the ongoing historical and economic forces un-
leashed in prior periods.

Finally, the influence of urbanization on agricultural labor productivity
appears to be negative or in the nature of a backwash effect at low levels
of regional development. In other words, cities tend to develop at the ex-
pense of the farms. At higher levels of development, the impact of regional
urban centers on nearby agriculture becomes increasingly beneficial. On the
other hand, agricultural development tends to dampen urbanization, reflect-
ing absorption of labor which would otherwise migrate to urban centers.

Implicationsfor Policy

First of all, policymakers should aim for greater consistency between
regional and rural policies, on the one hand, and policies designed for macro
goals, on the other. In other words, conflicts between macro (or sectoral)
objectives and regional (spatial) aims should be resolved first at the policy/
planning level. Unless this is done, macro and regional policies would weaken
each other's effectiveness if not altogether cancel each other out. Beyond
that, it may be possible to exploit whatever complementarities there are
between the two major types of policies. For example, the concentration
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of certain industries in the CIR may actually already have pushed them onto
the range of diminishing returns (although the returns may still be positive).
From the viewpoint of macro goals, it would seem more sensible for newer

firms to now be located in the other regions. However, they may be deterred
by the absence of alternative industrial sites which can support them. In

this case, utilizing alternative urban centers that can provide the necessary
supporting functions may acgually facilitate the attainment of macro goals.

As a minimum effort, it may be possible to purge macro (sectoral)
policies of their spatial biases, without unduly sacrificing macro goals, in
order to ease the functioning of spatial policies that, for example, encourage
resource-based and small industries. The current restructuring of industrial

promotion policies is in the right direction. But it seems to be explicitly
designed solely for greater efficiency in resource allocation; consideration
of the spatial dimension is implicit at best.

Second, the rapid growth of Southern Tagalog and Central Luzon is
an indication of the fortunate confluence of spillover effects from the

NCR and of regional dispersal policies. These two peripheral regions now
seem to possess the natural advantages to further develop on their own. To
inadvertently add to these advantages through regional dispersal policies
may start another round of polarization - now toward the broader CIR
region. It would seem that blanket dispersal policies to counteract the

attraction of Metro Manila are now too broad - in the same way thatmacro
policies were unable to provide close spatial guidance. It may now be ne-

cessary to be more specific about which regions are going to be the recipients
of the impacts of decentralization policies.

Third, following up on the first two suggestions, the development
effort for the other regions should exploit the national urban system. Broad
regional urban centers (Cebu and Davao) may be developed in order to

support the overflow of those industries that now experience agglomeration
diseconomies in the CIR. Given that regional policy can become effective

if it is introduced where natural economic and social forces are already in
motion, intervention may be made at the level of these broad regional urban
centers. This would also enable the government to design programs that are
more region-specific.

The rest of the urban hierarchy may also be utilized. However, because
certain infrastructures and some degree of agglomeration economies are
needed for multiplier and spread effects, the dispersal effort should be con-

centrated in urban centers of requisite order (e.g., regional urban centers or
major urban centers) so that available resources would not be dissipated.

Fourth, the government should strive for some balance between the
welfare of populations in different areas of the country, especially between
rural and urban households. This may entail the provision of assistance
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to groups who are willing but unable to migrate to places of better oppor-
tunities, and the design of aid programs for those who remain behind. It
would also require that programs of urban development and management
be made consistent with a national spatial development policy. Specifically,
urban programs should not distort economic signals to households so as
to lead to disproportionate movements to congested areas. For instance,
given that migration tends to be basically responsive to employment oppor-
tunRies, the delivery of urban social services (health, education, housing,
etc.) may be improved as long as it is accompanied by a decentralized
employment policy or a shift away from urban-biased investments. However,
more research into urban management, the delivery of public services and
decentralized employment policy, among other issues that are not touched
in this study, is needed.

In sum, the f'mdingsof this study point to the need to evolve a national
spatial development policy that brings together all the seemingly disparate
policies - macroeconomic and trade policies in addition to dispersal pro-
grams. Properly discussed and designed, this unifying approach may result
in something closer to maximum economic growth with more socially bene-
ficial regional balance.
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CHAPTER 1

INTRODUCTION

The Philippines evolved from a predominantly agriculturaleconomy in
1900 to an industrializingone with fairlydevelopedindustrialand service
sectorsin 1975.Thisprocessoftransformationwas accompaniedby a rise
inthelevelof urbanizationaswellasregionalshiftsinpopulationand eco-
nomic activity,which may be brieflydescribedasfollows.First,duringthe

postwaryears,the agriculturalregions(Uocos,CentralLuzon, Southern
Tagalog,Bicoland theVisayas)of theColonialPeriod(1900-39)losttheir
statusas the erstwhilepopulationand economic centerwith Ilocos,Bicol
and the Visayasexhibitinga decliningshareintotalpopulationand eco-
nomic activity.Those regionscontiguousto Manila(CentralLuzon and
SouthernTagalog)were then convertedintoindustrialregions.Second,
Manila,servingasthemajorentrepotsincetheColonialPeriod,becamethe
primeurban-industrialcoreof thepostwarperiod.Thiseconomiccoresub-

sequentlywidened to form the broaderCentralIndustrialRegion(Manila,
CentralLuzon and SouthernTagalog).Third,theFrontierRegion(Cagayan
Valleyand Mindanao),althoughhistoricallyconsideredasthefastestgrowing
regionsin termsof populationand economicactivity,hasfailedto make a
significantcontributionto nationaloutputand employment inthepostwar
years.

The objectiveof thisstudyisthreefold:(a)to analyticallydescribe
theevolutionof theurbanand regionaleconomy from 1900to 1975;(b)to
determinethe extentto which spatialdevelopmentintermsof thedistrib-
utionof populationand economic activityhas bccn influencedby public
policiesinadditionto historicaland socioeconomicforces;and (c)toiden-
tifythe determinantsof the locationalconcentrationof manufacturing
activity.

Three propositionsareadvancedto summarilydescribethe changing
spatialmilieucontemporaneouswithshiftingpolicyregimesduringthe75-
yearperiod.First,duringtheColonialPeriod(1900-39),the relativeabun-
danceof good agriculturallandand thestimulusofpreferentialtariffagree-
ments betweenthePhilippinesand theUnitedStatesfosteredthecultivation
of traditionalexportcropsand thesettingup of.ancillaryagriculturalindus-

73
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tries. These developments resulted in the concentration of population and
economic activity in the agricultural regions. Second, the pursuit of rapid
industrialization during the Import Substitution Period (1948-67)shifted
the concentration of population and economic activity to Manila due to its
locational advantage, its status as the country's capital city and its compara-
tive advantage in manufacturing, among others. Subsequently, the spillover
of industrialization to Manila's peripheral regions (Southern Tagalog and
Central Luzon) and the presence of adequate economic and social infra-
structures together with built-in polarization policies resulted in the expan-
sion of the initial economic core into the broader Central Industrial Region.
Third, the marked locational preference of households and firms for the
Central Industrial Region and the perceived interregional disparities prompted
the incorporation of a conscious spatial dimension in development policy
during the most recent period - what may be referred to as the Regional
Awareness Period (1967-70s). However, the effectiveness of regional and
rural policies has been limited by the strong polarization forces at the Central
Industrial Region and the lack of sustained dynamism in the other regions.

Analytic Framework

A framework depicting historical, social, demographic and economic
forces as well as economic policies is sketched in Figure 1.11 Tile primary
product export-led growth induced by the preferential tariff agreements
during the Colonial Period stimulated the development of the Traditional
Agricultural Region. The industrialization policies pursued in the Postwar
Period favored the Central Industrial Region and initiated the decline of
some agricultural regions. While the resettlement policies promoted the rapid
growth of the Frontier Region, the growth pole strategy pursued and the
sporadic infrastructure investments in that region proved inadequate in tap-
ping its vast economic potential. Recently, concern over the actual location
decisions of households and firms and such considerations as regional income

inequality, sectoral inefficiency, ethnic fragmentation and the deterioration
of peace and order conditions in depressed regions have prompted the incor-
poration of some conscious spatial dimension in development policy.

The processes of labor and capital transfer from the rural-agricultural
to the urban-industrial sector and from the rural-agricultural to the frontier
area are effected by migration and industrial location decisions. Assuming
economic rationality, it may be posited that the decision of households to

IThis derives from the more general framework sketched and discussed in Part I of

this volume. The fuller version of this analytic framework is expounded in the theoretical
considerations of Hermoso (1982).



Figure 1.1. A Framework Depicting Key Factorsin Regional Economic Growth

r POLICIES WITH "
/

[ SPATIAL IMPACTS

I

, I 1
' JP+++[ II INDUSTRIALIZATION EXPORT RESETTLEMENT

[ PROMOTION GROWTH STRATEGY

(1) (1)l (1)

i
OTHER FORCES

REGIONAL[ HISTORICAL
RURAL SOCIAL

POLICIES POLITICAL
ECONOMIC
DEMOG RAPH1C

• I r _,

REGION: URBAN- _ AGRICULTURAL _ RESETTLED GROWTH
INDUS'rRIAJLCORE REGIONS CENTERS

LOCATION MIGRATION
DECISION DECISION

llmpact of Economic Policies on the broad regions.

2Outflow of population and economic resources are manifestation of locational Z
preferences of twins (industrial location decision) and households (migration decision).

3Other factors affecting industrial location and migration decision. .4



76 SPATIAL AND URBAN DIMENSIONS OF DEVELOPMENT

migrate depends on urban-rural or frontier-rural expected wage differentials,
while the decision of fmaas to locate depends on perceived profit differentials
at alternative sites. In a broader context, the locational preferences of house-
holds and firms may be seen as being responsive to government policies in
addition to historical, socio-political, economic and demographic forces.

Methodology

Regional Economic Structure and Growth

For purposes of data comparability from 1903 to 1975, the levels of
regional economic activity for the agricultural, industrial and service sectors 2
are represented by the number of employed workers and establishments. The
Economic Census (1903, 1918, 1948, 1961, 1967 and 1972) and the Census
of Establishments (1975) report statistics on industrial and service activity
while the Census of Agriculture (1903, 1918, 1939, 1948, 1960 and 1971)
furnishes data on agricultural activity. Regional population data are derived
from the Census of Population (1903, 1918, 1939, 1948, 1960, 1970 and
1975). The availability of census data at the provincial level allows for a
consistent application of the 1976 regional delineation through the years
(Appendix Note 1).3

Agricultural establishment refers to the number of farms. Various
definitions of manufacturing establishment are noted+ 4 Regional estimates of
service establishments are obtained for 1903 and 1918 when the household

2The economic sectors are broadly grouped as follows: agricultural (agriculture,
forestry and logging, and fishing); industrial (mining and quarrying, manufacturing, con-
struction, and utilities) and service (transportation, communication and storage, commerce,
and services).

3From 1903 to 1948, population, agricultural, and economic censuses were con-
ducted simultaneously. Be_nning 1960, population, agricultural and non-agricultural
censuses were made separately. In 1975, agricultural and non-agricultural activities were
jointly reported in the Census ofEstabtiJhments (COE); however, agricultural activity was
limited to large establishments.

4In 1903, manufacturing establishment refers to those producing manufactured
goods worth IN,000 or more, annually. For 1918 and 1939, manufacturing establishment
in addition to the 1903 det'mition includes those household industries with an annual

production value of ]P100but less than IN,000. Manufacturing establishment in 1948 refers
to an individual,association,corporation,partnershipor agencywith the properInternal
Revenuelicense engagedin the productionof goot.sfrom rawmaterialson a commercial
scale. And from 1961-75. a manufacturingestab]i_ment refers to an economic unit
which engages,under a single ownershipor control, in one or predominantlyone kind of
manufacturingactivity at a fixed ,ingle physical location with permanent assets in its
premises during its operation.
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constituted the reporting unit. 5 From 1939 thereafter, business establish-
ment has become the reporting unit of non-agricultural activity.

Data on small and large establishments 6 and census value added7 for
small and large non-agricultural establishments became available starting in
1961 at the provincial level. To capture fhe changing economic milieu over
the seven decades, data on value of production, in the absence of census value
added, and book value of fixed assets are obtained for the various census
years.

Intercensal growth rates for (a) regional urban and rural popu-
lation, (b) regional establishments engaging in different economic pursuits,
and (c) regional sectoral employment are computed from 1903 to 1975.
Also, some economic characteristics of firms for the various census years
are described by the following measures: (a) factor intensity which is ex-
pressed as the ratio of book value of fixed assests to total employment;
(b) average size of firms which is alternatively defined as the ratio of total
employment to total number of establishments, the ratio of book value
of fixed assets to total number of extablishments, or the ratio of value of
production of census value added to total number of establishments; (c)
capital productivity which is given as the ration of value of production of
census value added to book value of fixed assets; and (d) labor productivity
which is the ratio of value of production or census value added to total
employment.

Using employment data, the following supplementary measures of the
distribution of economic activity in a regional economy are computed:

(a) localization index quantitatively describes the extent of spatial
concentration or dispersion of an economic activity;

5To obtain regional estimates, the number of service establishments was prorated
based on regional population shares.

6Large non-agricultural establishment is defined by the National Census and Statis-

tics Office (NCSO) as an establishment employing 10 or more workers, whereas small
non-agricultural establishment employes less than 10 workers. Similarly, large agricultural
establishment is defined by NCSO (1971) as a farm having an area of 5 or more hectares,
whereas small agricultural establishment refers to a farm having an area of less than 5
hectares.

7Census value added is defined as the value of shipment less the cost of materials,
supplies and containers, fuel, purchased electric energy and contract work. Gross value
added consists of returns to the factors of production (land, labor, capital, enterpreneur)

that cooperate in bringing about the national output. Hence, grossvalue added (from the
national income viewpoint) is less than the censusvalue added by the amountof such
nonfaetor chargesas indirect taxes, depreciation,allowancesfor bad debtsandoverhead
expenses(Trinidad1958).
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(b) coefficient of specialization• determines whether a given region
specializes in an economic activity or engages in diversified economic pur-
suits; and

(c) index of locational change measures the degree of spatial shift
of an economic activity. 8

The following data limitations or •constraints are to be noted:

1. Employment data

Percentage Employed of Total
Population at Each Economic

Year and Agricultural Census

1903 39.79

1918 62.45

19399 29.80

1948 20.22

1960/6110 35.17

1971/72 40.69

These only include employed workers reported by the Economic and
Agricultural Censuses. Noticeably, the figures are understated by a magnitude
equal to those workers employed in establishments not reported in the
Census. Nor can we infer that these reported workers constitute the eco-
nomy's labor force. 11

8See Methodological Appendix for a full description of these indices and their use-
fulness as analytical devices.

9Starting 1939, Economic Census centered on business establishments, instead of
households, as the unit of reporting employment by industry. Hence, the decline in total
population's share of employed workers.

10Due to the absence of 1960 data on farmworkers, estimates were derived apply-
ing the ratio of provincial population aged 10-65 to total farm population per province.

11population Census' enumeration of employment by industry would more aptly

•depict the economy's labor force, and yield closer figures to those of the Philippine Statis-
tical Survey of Household (PSSH}, Averch et aJ. (1971) showed that employment by
industry reported in the 1960 Population Census in twice that of the 1961 Economic

Census since the former captures the entire non-institutional population. Likewise,
employment enumerated in the 1960 Population Census represented three-fourths of the
October 1960 PSSH's labor force.
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2. Establishment data. "Since the Economic Census draws a sample
from the universe of business establishments, it is likely to overlook activities
that are not associated with particular fixed locations, do not require muni-
cipal licenses, do not pay business taxes and the like. Obviously, a great deal
of economic activity is carried on outside the census establishments" (Averch
etal. 1971, p. 85).

3. Sectoral output data. Unlike employment and establishment
data which axe directly derived from the Agricultural and Economic Cen-
suses, sectoral output data have to be estimated. The gross value added
estimates of Hooley (1966) and NEDA (1978) are used for the periods
1903-39 and 1948-75, respectively. However, these estimates ate economic
aggregates.

4. Regional output data. Provincial data on the value of agricultural

production are used to estimate regional agricultural output for 1960. Esti-
mates of regional agricultural output for 1971 are derived by weighting the
provincial crop production value with the input-output value-added coef-
ficient of the corresponding crop. Census value added estimates for 1961,
1967, 1972 and 1975 axe used to denote the regional output of industrial
and service activity.

The Urban System

Prior to 1948, there were only 16 chartered cities; this number inc_ased
to 21 by 1948. The creation of more chartered cities by Republic Acts fur-
ther increased this number to 31 in 1960 and 60 in 1970-75. The population
of all the chartered cities accounted for 12, 16, 23 and 25 peroent of the
total population in 1948, 1960, 1970 and 1975, respectively. Misgiving
about the definition of urban places using either the chartered city delinea-
tion or the changing definitions of urban population adopted for the different
census years (see Appendix Note 2) prompted some modification. Alterna-
tive def'mitions of urban places are based on the political-administrative
delineation and the broad economic concept of a city.

Method 1: Political-Administrative Delineation. The analysis is limited
to the 1948-75 Population Census data on chartered cities because of the
dearth of chartered cities prior to 1948. Manila in 1948 was def'med to
include Quezon City and Pasay City, and in 1960, it embraced, in addition,
Caloocan City and the four municipalities of Makati, San Juan, Mandaluyong
and Navotas. For 1970 and 1975, Metro Manila encompassed the above-
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mentioned four cities and the 13 municipalities of Las Pifias, Makati, Mala-
bon, Mandaluyong, Marikina, Muntinlupa, Navotas, Parafiaque, Pasig, Pateros,
San Juan del Monte, Taguig and Valenzuela. Likewise, Cebu City for 1948
and 1960 included the municipalities of Mandaue and Talisay, whereas,
for 1970 and 1975 Metro Cebu comprised Cebu City, Mandaue City, Lapu-
lapu City and the municipalities of Talisay and Minglanilla.

All chartered cities are included regardless of city size. 12 Even if
chartered cities are politically determined, for the 1948-75 period, only five
to ten of them fell below the 40,000 population benchmark used in Method
II.

Method II: Broad Definition of Urban Places. Alternatively, an urban
place may refer to a chartered city or a municipality which satisfies simul-

taneously the following economic criteria: 13 (a) it must have a population
of 40,000 or more, 14 and (b) its population density must be greater than
the Philippine average population density. 15 This is consistent with the
1939-63 census definitions of urban areas incorporating chiefly some mini-
mum size and density criteria. Modifications to the above-mentioned criteria
are introduced to make the urban definition consistent with both the evolving
census definition of urban areas (see Appendix Note 1) and the demographic
trends of the pertinent periods. Regarding the 1903-39 period, those muni-
cipalities which qualified as urban in 1948, exceeded some urban threshold
level (5,000 for 1903 and 1918 and 17,000 for 1939), 16 and satisfied the

12Th e smallest city is Trece Martires with a registered population of 4,422, 6,522,
and 7,179 in 1960, 1970 and 1975, respectively.

13Richardson (1978) suggests that the economic definition of a city should satisfy
some minimum size and the density rule.

14 A municipality may become a city when its population exceeds 40,000. This
population level appears to have been chosen to reflect that some degree of urbanization
had occurred and the recognition that it has urban problems that require some resources

to deal with. A city is permitted to collect more tax in its area than either a municipality
or a province and, therefore, city status is advantageous.

Municipalities may apply to the Ministry of Local Government and Community

Development to become cities but to avoid annual administrative problems, the Govern-
merit tends to redesignate municipalities into cities at about five-year intervals." (World

Bank 1979, Vol. II, p. 82).

15A critical level of population density supports Mill's general hypothesis that "a
city is a place where population density is high compared to that of the surrounding
areas" (1972, p. 3). Because of the difficulty in arbitrarily determining the appropriate
cut-off population density, the average national density is used.
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density requirements are considered. Specifically, for the 1970-75 period,
an additional economic criterion is included, namely, that the urban area
must have at least six establishments whether commercial, manufacturing,
recreational or personal services.

Throughout 1903-75, Metro Manila includes the four cities of Manila,
Pasay, Quezon and Caloocan and the thirteen municipalities of Las Pifias,
Makati, Malabon, Mandaluyong, Marikina, Muntinlupa, Navotas, Parafiaque,
Pasig, Pateros, San Juan del Monte, Taguig and Valenzuela. Similarly, Metro
Cebu embraces the three cities of Cebu, Lapulapu and Mandaue, and the
municipalities of Talisay and Minglanilla.

The four-city index of t-trst-city primacy and the Pareto coefficient,
_, of the rank size distribution are then computed, using the two defini-

tions of urban places. The index of primacy is the ratio of the largest city
to the next three largest cities of the urban system. Meanwhile, the esti-
mating equation of the rank size distribution is given as:

log Pi = log P1 - q log ri

where Pi population size of eityi
ri rank of eityi

1 estimated population of the largest city

estimated Pareto coefficient

Broad Regional Delineation

The Philippine space economy is classified .into thxee broad regions:
(a) Central Industrial Region (CIR) consisting of the National Capital Region

(NCR), 17 Central Luzon and Southern Tagalog, 18 (b) Traditional Agricul-

16Derivedas follows: the annual growth rate of urbanpopulation was 3.52 and
4.10 percent for the period 1903-39 and 1939-60,respectively(Pernia1977). Giventhat
Pt for 1960 is the minimum size of 40,000 one can compute Pt-1 and Pt-2by reverse
projection. Pt-I and Pt-2 therefore representthe appropriatecriticalsizes for 1939 and
1903-18,respectively.

17NCR includes MetropolitanManila(with its 4 cities and 13 municipalities)and
the remaining 12 municipalitiesof Rizalprovince:Angono,Antipolo, Baras,Binansonan,
Cainta, Jalaojala, Montalban, Morong, pilm% San Mateo,Tanayand Teresa.

18CentraILuzonand SouthernT_log arereferredto as the MetropolitanPeriphery
(Me).
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tural Region (TAR) consisting of Ilocos, Bicol, Western Visayas, Central
Visayas and Eastern Visayas, and (c) Frontier Region (FR) consisting of
Cagayan Valley, Western Mindanao, Northern Mindanao, Southern Mindanao
and Central Mindanao. 19 The following criteria constitute the basis for such
classification: (i) similarity in the distribution of rural and urban population;
(ii) parallel trends in the growth rates of population and economic activity;
(iii) similarity in natural resource endowments or constraints; and (iv) simi-
larity in the spatial impacts of certain government policies (see Chapter 3).

The classification scheme considers the traditional approaches used in
defining a region, viz., (a) the stress on homogeneity with respect to some
one or a combination of physical, economic, social or other characteristics;
(b) the emphasis on nodality or polarization, usually around some central

urban place; and (c) the adoption of spatial programming or policy-oriented
considerations (Meyer 1963).20 Although the programming approach
especially refers to FR and polarization constitutes the core concept in the
designation of CIR, the homogeneity criterion is consistently applied to the
three broad regions (see Chapter 3).

A 1975 economic profile of the broad regions is sketched using selected
demographic and employment variables, income and output, natural re-

19pernia's (1977) listing of frontier areas. The term frontier applies to some un-
settled portions of the country with a low man-land ratio and abundant natural resources

providing an opportunity for an individual to better himself economically and socially
without external aid.

20Homogeneity. This criterion assumes the presence of a relatively h/_h degree of
uniformity in certain geographic (climatological factors, soft conditions, fertility of land,
etc.), social (common historical background, similar institutional milieu) and economic
(population density, comparable growth experience, urbanization, production activities,
skill levels of labor force, per capita income, etc.) factors. Thus, regions can be classified
as agricultural and industrial, low-income and high-income, stagnant and growing,

Polarization. "Apolarized (nodal, core) region is a connex area in which the internal
economic relationship is more intensive than the relationship external to the region, i.e.,
it possesses a high degree of integration or intradependence... (As such), this concept
integrates both abstract, economic space and concrete, cartologieal space... [Note that]
the polarization phenomena rest both on economic elements (such as interseetoral com-
modity flows and externalities), and on spatial elements (such as transportation, traffic
and communication). In general, a polarized region does not rest on a spatial homogeneity,
but on a tight, spatial integration of interwoven heterogeneous elements." (Paelinek and
Nijkamp 1975, p. 173).

Programming. This refers to the uniformity of the spatial impact of specific govern-
ment policies. It argues that economic growth is differentiated spatially and facilitated

greatly by the designation of growth centers. These growth centers (having ahigh growth
potential) are able to transmit economic growth intra- and inter-regionally by means of
interregional and interseetoral linkages.
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source endowments, housing and commuting characteristics, and certain
policy variables (Table 1. I). CIR's status as the broad urban-industrial core

is manifested in its disproportionately large share in urban population,
in-migration, urban employment, industrial and service output, industrial
and service loans, and business investments together with a high regional
income per capita, population density, urbanization level and degree of
motorization. On the other hand, CIR is confronted with resource constraints
such as a high farm population density and a low share in some natural

resource variables. As the erstwhile center of population and economic

activity, TAR still captures a large share of rural population, rural workers,
agricultural employment, dwelling units and road inventory. That TAR

experiences the lowest regional income per capita and the highest poverty
incidence attests to its declining prominence. Although replete in natural
resources, FR's economic non-integration into the Philippine space economy
is portrayed by its low share in population, employment, regional output,
industrial and service activity, industrial and service loans, business invest-

ments, housing units and'transportation facilities. Recently, FR has emerged
as the locus of modem agricultural activity.

To ascertain the degree of homogeneity of the broad regional groupings,
the coefficients of variation for broad intra-regional and interregional dif-
ferentials of the economic variables listed in Table 1.1 are computed. The
results (Methodological Appendix Tables 1 and 2) show that, in general,
differences among the broad regions yield higher coefficients of variation

than differences within the broad regions. These indicate that the designated

broad regions possess a high level of internal uniformity with respect to some
economic characteristics.

Determinantsof ManufacturingConcentration

The 1975 Census o[ Establishments (Volume on Manufacturing)
contains regional data at the three-digit level on establishments, employ-
ment, census value added, wages and salaries, and book value of fixed
assets. The data pertain to large establishments, def'med by the Census as
those having 10 or more employed workers. The regional concentration of
manufacturing activity is used here to reflect the cumulative impact of

past economic forces as well as the lingering effects of industrial policies
implemented during the Import Substitution Period, including the tariff
structure which was reformed only in 1980. For instance, as Tan (1979)
points out, industry's structure of protection in 1974 has remained basically
unchanged since the late 40s.

Tan's (1979) EPR estimates for 1974 are weighted for our-purposes
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Table 1.1 Broad Regional Share of Selected Economic Variables, 1975
(in percent)

NcR CIR TAR FR Phil.

(1) (2) (3) (4) (2+3+4)

Population l
Total 12.44 34.21 39.45 26.34 100.00
Urban 37.58 57.81 27.56 14.63 100.00

Rural 0.81 23.30 44.95 31.75 100.00
Proportion Urban 95.55 53.44 22.10 17.57 33.40

Population density
(in sq. km.) 2415.2 218.8 173.2 80_1 140.2

Rural farm population

density (in ha.) 10.58 4.06 3.94 2.36 3.27

Migration 2

Gro_a migrants 25.84 44.95 30.07 24.98 100.00
In-migrants 29.63 51.40 22.62 25.98 100.00

Out-migrants 22.06 38.50 37.52 23.98 100.00

Employment
Gainful occupation 1

Total 12.21 41.08 34.77 24.15 100.00
Urban 31.41 69.42 19.61 10.97 100.00

Rural 23.05 44.42 32.53 100.00

Non-gainful and new entrants 1
Total 11.51 41.06 34.81 24.13 100.00
Urban 29.85 66.79 21.62 11.59 100.00
Rural 24.91 43.09 32.00 100.00

Skilled 1
Total 40.22 59.44 25.47 15.09 100.00
Urban 56.45 70.60 19.57 9.83 100.00

Rural 1,32 32.68 39.63 27.69 100.00

Semi-skilled 1
Total 14.73 34.25 38.29 27,46 100.00

Urban 50.67 67.35 20.40 12.25 100.00

Rural 0.49 21.14 45.37 33.49 100.00

Unskilled 1
Total 32.34 50.72 33.23 16.05 100.00
Urban 55.61 69.05 22.07 8.88 100.00

Rural ] .28 26.25 48_ i 3 25.6 2 10IX00

Persons engaging in
agriculture 3

Total 0.22 14.93 51.98 33.09 I00.00

Urban 2.70 19.59 48.67 31.74 100.00
Rural 14.52 52.27 33.21 100.00
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Table 1.1 (cont'd.)

NCR CIR TAR FR PhiL
(1) (2) (3) (4) (2+3+4)

Income
Grossresionaldomestic

product (1971-75) 4 32.05 $1.47 28.63 19.90 100.00

GRDP per capita, 1975
(in pesos)"t 4,561.85 2,564.76 1,098.84 1,119.57 1,605.16

Poverty Incidence5 "
ITot_ 30.9 36.1 51.3 48.0 45.3
Urban 30.9 33.9 48.6 49.0 40.2
Rural 38.4 52.0 47.8 47.5

Output 6
Censusvalue added, Asri-

culture (large)6 0.31 9.78 20.45 69.77 100.00
Censusvalue added,

Industrlal6 46.28 68.55 21.47 9.98 100.00
Censusvalue added, Service6 67.37 74.86 16.40 8.74 100.00

Paid-in ¢_pitai of newly
tered corporations,1970-757 43.94 73.03 14.97 12.00 100.00

Natural resoureea 8
Land area 0.72 21.93 31.94 46.13 100.00
Farmlands 0,25 18.73 37.26 44.01 100.00
Forest areas 21.72 25.80 52.48 100.00
Lakesand swamps 30.00 32.47 37_53 100.00
Copper reserves 9.05 82.70 8.25 100.00
Nickel reserves 21.84 2.09 76.07 100.00
Iront_serves 3.33 2.66 94.01 100.00

Dwelling unit#, 1970 2
Acceptable

Total 10.60 31.76 41.85 26.39 100.00
Urban 33.98 55.21 29.49 15.30 100.00
Rural 0.56" 21.69 47.16 31.15 100.00

Unacceptable
Total 5.51 29.60 48.36 22.04 100.00
Urban 8.26 29.48 48.98 21.54 100.00
R_al 0.21 29.85 47.14 23.01 100.00

Number of registered motor
vehielas9 40.34 61.70 23.68 14.62 100.00
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Table 1.1. (Cont'd.)

NCR CIR TAR FR Phil.

(1) (2) (3) (4) (2+3+4)

Road inventory 9
Total 7.87 23.03 41.19 35.78 100.00
Good 8.28 22.07 43.47 34.46 100.00
Fair 11.03 27.75 35.76 36.49 100.00
Bad 4.36 19.11 44.73 36.16 100.00

Irrigated landa, 197510 29.34 17.77 48.16

DBP Loans, 1947-7511
Total 42.89 61.90 21.19 16.91 100 00
Agriculture 10.91 36.44 32.97 30.59 100.00
Industry 49.54 69.43 15.34 15.23 100.00
Service 64.95 71.97 19.74 8.29 100.00

Note: NCR-Manfll and Rizal; CIR (Central Indumial Region) -- NCR, Central Luzon
end Southern TqidoS; TAR (Traditional Asricultuntl Region) - llocos, Bicol
snd the Visayas regions; FR (Frontier Region) - CaSayan Valley and the Min-
denao regions,

1197.5Intqrated Census of l_opulatlon and Its Economic Activitiel, NCSO

2)jnpubtished NCSOdata, 1975.

3Household Survey, A_icultu_, NCSO

_Onl_blished Re_nal Deveiopme_ntStaff(NEDA) estimates,

STable 1.2, p. 9 (World Bank 1980b).

61975 C¢_8 of Estsbli_hm_aie, NCSO

7Statistical Bulletin of the Cenlxal Bank of the Pbtlippin©s,Ba_c Data (Bureau of Com.
merce, Securitiesand Exchange Commi_ioa)

8Philippine Development Plmmtn$Studies, NEDA (1977).

9National Transportation System Study, Vol. 2, 1978

1(}Bureauof Agriculturll Economi_ estimates.

IIDevelopmen t Bank of the Phi_pines Annmd Report
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to conform with the published three-digit classification level comprising 29
manufacturing industries. The 1974 Input - Output Table is used to compute
for (a) fraction of imported materials, (b) fraction of output exported,
(c) fraction of primary inputs, and (d) fraction of output to Manila f'mal
demand. Supplementary data on regional consumption required to compute
index (d)are obtained from the National Transportation System Study
(1978). 21 In addition indicators of ftrm characteristics are computed. They
include: (e) factor intensity, (f) average size of firms, (g) average wage rate,
(h) capital productivity, and (i) labor productivity.

21Data on the regionalconsumption of tobacco were not availableso we used as
proxy NCSO data on 1971 family expendituresby region. However,we had to assume
that the regionalconsumptionpatternfor tobacco hadnot changedfrom 1971 to 1975.



CHAPTER 2

THE EVOLUTION
OF THE URBAN SYSTEM

A Spatial Sketch of Population and Economic Activity, 1900-75

As of 1975, the Philippines had some 60 chartered cities, 157 urban

places, l 1,461 municipalities, 21 municipal districts and 39,632 barangays.
Set against the backdrop of a changing economic milieu, an analysis of cities
and municipalities comprising the national urban hierarchy is useful for
understanding the national settlement pattern. 2 A country's urbanization

experience reveals the sectoral and spatial transition accompanying the
development process.

Broad Sectoral Shifts

In 1903, the agricultural sector contributed the largest share to total
output, 3 followed by the tertiary-service and the secondary-industrial
sectors, in that order (Table 2.1). The substantial decline of the primary

1An urban place refers to a chartered city or municipality which exceeds some

minimum population size and the average national density. The minimum p_lpulation
sizes are: 5,000 (for 1903 and 1918), 17,000 (for 1939), and 40,000 (for 1948, 1960,
1970 and 1975). An additional economic criterion (that the urban area must have at least

six establishments, whether commercial, manufacturing, recreational or personal services)
is incorporated for 1970 and 1975. See Chapter 1 for a detailed description of the metho-
dology.

2Richardson (1977) defines national settlement pattern as the spatial distribution
of population in the national economy, whereas national urban hierarchy represents that
truncated portion of the national settlement pattern starting from the largest city in the
system, the primate city, and descending in rank to some urban threshold cut-off point.

3There is strong reason to believe that the share of agriculture in gross value added
has failed to reflect the essentially agricultural state of the 1903 economy because of these
occurrences: the Philippine-American was in the early 1900s, the outbreak of the cholera
epidemic, and the destruction of crops by the locusts and rinderpvsts in 1903 (Willis 1905).

89
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sector's share and the expanded shares of industrial and service activities
after seven decades evidenced the transformation of the economy. Agricul-
tural establishments nearly tripled from 815 thousand in 1903 to over 2
million in 1971 indicating the extensive cultivation and continuous seg-
mentation of farmlands. The increased participation of business entre-

preneurs in the industrialization process could be gleaned from the remark-
able upsurge of industrial and service establishments over time, namely,
a twenty-fold increase in industrial establishments and an increase in ter-
tiary establishments from 164 in 1903 to just under half a million in 1972.

The spatial shifts of the broad economic sectors are briefly summarized
in Table 2.2.

Population Shifts

Over the period 1903-75, the country remained predominantly rural,
with its proportion rural declining slowly from 87 percent in 1903 to about
67 percent in 1975 (Table 2.3). As the national population more than

Table 2.1 Sectoral Distribution of Output and Establishments,

1900s and 1970s (in percent)

1 900 s 1 970s

1903 1903 1975 1971/72
Output Establishments Output Establishments

Primary 54.96 99.58 26.59 82.85

Secondary-
Industrial 13.37 0.40 33.23 2.19

Tertiary-
Service 31.67 0.02 40.18 14.96

TOTAL (100.0%) (P243.8) a (818,873) b (P68,122) c (3,186,536) b

aGross value added in millions of pesos at constant 1939 prices (Hooley 1966).

bpertains to census data on total number of establishments,

eGress value added in millions of pesos at constant 1972 prices (NEDA 1978).

Sources: Appendix Tables 1 and 2.



Table 2.2 Spatial Distribution of Employment and Establishments,1903 and 1971/72 (in percent)

1 9 0 3 1971/72

NCR MP TAR FR Phil. NCR MP TAR FR Phil.

Employment

Allsectors 6.75 25.34 60.21 7.70 100.00 5.91 17.84 43.56 32.69 100.00

Agriculture 1.19 26.15 59.73 12.93 100.00 0.46 18.00 46.37 35.t7 100.00
Industrial 6.48 23.06 67.14 3.32 100.00 45.76 15.62 22.07 16.55 100.00
Service 15.54 26.77 52.84 4.85 100.00 32.43 17.57 30.28 19.72 100.00

Establishments
Allsectors 1.60 23.47 66.26 8.57 100.00 3.54 19.43 43.50 33.53 100.00

Agriculture 29.70 25.58 42.51 2.21 100.00 20.55 22.12 3.5.17 22.t6 100.00
Service 4.88 22.56 59.76 12.80 100.00 17.69 23.68 35.39 23.24 100.00 zO

*rl

Agriculture 1.48 23.46 66.46 8.60 100.00 0.53 18.59 45.19 35.69 100.00
r_

NCR (National Capital Region) - Manila and Rizal; MP (Metropolitan Periphery) - Source: Appendix Tables 2 and 3.
Central Luzon and Southern Tagalog; TAR (Traditional Agricultural Region) - _¢e

IIocos, Bicol and the Visaya_ regions; FR (Frontier Region) - Cagayan Valley and
the Mindanao regions.

trot



Table 2.3 Spatial Distribution of Population, 1903 and 1975 (In percent)

1903 1975 _

Manila MP TAR FR Phil. Manila MP TAR FR Phil.

Urban 32.05 13.63 52.42 1.90 100.00 37.35 20.46 27.56 14.63 100.00 _
rll

Rural 0.64 23.56 60.75 15.05 100.00 0.81 22.49 44.95 31.75 100.00 _

,'rl

Total 4.31 22.78 59.63 13.28 100.00 11.82 22.40 39.44 26.34 100.00 _

(329) (1,739) (4,553) (1,014) (7,635) (4,970) (9,424) (16,597) (11,080) (42,971) _'_
O

Proportion

Urban 76.90 a 8.04 11.82 1.92 13.44 100.00 28.89 22.10 17.57 33.40 _

Proportion
Rural 23.10 9 t.96 88.18 98.08 86.56 0 71.11 77.90 82.43 66.60
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quintupled from 7.6 to 42 million, the population of its primate city swelled
fifteen-fold. Recently, Manila and the urban areas of its peripheral regions,
accounting-f6r 58 percent of the urban population in 1975, has comprised
the Central _ Region (CIR). The historical performance of the
Traditi_nal Agricultural Region (TAR), exhibiting a steady decline of its
population share from 60 percent in 1903 to 40 percent in 1975, and the
mere tripling of its total population reflected its decay as the traditional
population center in the Colonial Period. The resource-rich Frontier Region
(E.R) was unable to attract a sufficiently large _number of, migr_Its although
its populat_ig_._Le)_ ele_ven-fold during the roughly 75-year period.

A glance at the regional population growth rates presented in Table 2.4

highlights several important points. The overall population growth rate
during the Colonial Period (1903-39) was largely influenced by the agricul-

tural regions' (TAR plus MP - Metropolitma. Periphery_t relatively slow
demographic change. Consequently, the agrarian economy as a whole ex-

perienced a low population growth rate. Generally, urban growth outvaced

rural-growth throughout the 75-year period: Buoyant population growth
during the Postwar Period accompanied the industrialization phase of eoemo-
mic development. Concomitant phenomena were a faster urbanization
tempo occurring largely at the CIR, a slowdown in rural population growth
in the TAR, and a higher-than-average frontier growth performance. CIR's
vigorous urban growth during the Import Substitution Period (1948-67)
slackened somehwat during the Regional Awareness Period (1967-75). The

FR's population growth started decelerating in the 60s. Interestingly, TAR's
slackening growth experience slightly improved during the Regional Aware-
ness Period. 4

There has been a growing urban system in terms of both the proportion
urban and the number of urban places (Tables 2.3 and 2.5). An inspection
of the top 30 urban places at various census years reveals that only 10 urban
centers consistently belonged to the top 30, implying that urban population
centers had been shifting over time (Appendix Table 6). 5 At the start of the

century, the agricultural regions (TAR plus MP) accounted for 90 percent
of urban settlements. This could have evolved partly from the Spanish policy
of reduccion 6 and partly on account of the relative lead of these regions

4Suggested factors accounting for these trends in population growth are discussed
at length in Chapter 3.

5These were Metro Manila, Metro Club, lloilo, llatansas, San Carlos (Pangasinan),
San Pablo, Ormoe, Baeolod, Cagayan de Ore and Zamboanga. Metro Manila and Metro
Cebu consistently ranked as first and second, respectively, while lloilo belonged to the
top 5 urban centers at the various census years.

6The Hispanic policy of reduccion (forming agglomerated settlements from scat-
tered villages) strategically situated church-dominated settlement centers in various focal
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Table 2.4 Broad Regional Population Growth Rates, 190375
(in percent)

1903-18 1918-39 1939-48 1948-60 1960-70 1970-75

Total 1.92 2.22 1.91 3.06 3.01 2.7g ......

NCR 2.10 3.71 4.61 4.02 4.76 4.63
MP 1.70 2.02 1.53 4.18 3.61 3.11

TAR 1.79 1.83 1.51 1.94 1.85 2.06
FR 2.76 3.27 2.37 5.15 3.81 2.80

Urban 2.74 3.73 3.59 4.64 5.38 5.04
, t

NCR 2.16 3.91 4.80 4.04 4.91 4.85
HI' 0.94 2.71 1.37 11.74 9.48 6.06
TAR 2.86 2.98 2.62 3.55 3.70 4.74
FR 11.52 7.78 4.94 4.24 5.50 4.59

Rural 1.78 1.90 1.43 2.50 1.91 1.43

NCR 1.66 1.58 1.72 3.68 1.60 -1.82
MP 1.76 1.96 1.54 1.90 1.44 1.30
TAR 1.63 1.62 1.26 1.47 1.22 0.94
FR 2.39 2.72 1.78 5.38 3.38 2.25

NCR (National Capital Region) - Manila and Rizal; MP (Metropolitan Periphery) -

Central Luzon and Southern Tagalog; TAR (Traditional Agricultural Region) -
Ilocos; Bicol and the Visayas regions; FR (Frontier Region) - Cagayan Valley and
the Mindanao regions.

Source: Appendix Table 5.
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Table 2.5 Distribution of Urban Placesby Broad Regions1903_75
(in percent)

Region 1903 1918 1939 1948 1960 1970 1975

NCR 3.23 2.71 2.22 2.04 1.25 0.75 0.60

MP 16.13 13.51 11.11 14.29 25.00 34.33 34.73

TAR 74.19 70.27 64.45 59.18 52.50 43.28 44.31

FR 6.45 13.51 22.22 24.49 21.25 21.64 20.36

Philippines 100.00 100.00 100.00 100.00 100.00 100.00 100.00
(31) (37) (45) (49) (80) (134) (167)

Note; Figures in parentheses represent the total number of urban places. An urban place
refers to a chartered city or municipality which exceeds some minimum population
size and the average national density. The minimum population sizes are: 5,000 (for
1903 and 1918), 17,000 (for 1939), and 40,000 (for 1948, 1960, 1970 and 1975).

NCR (National Capital Region) - Manila and Rizal; MP (Metropolitan Periphery) - Cen-
tral Luzon and Southern Tagalog; TAR (Traditional Agricultural Region) - lloeos,
Bieol and the Visayas regions; (FR (Frontier Region) - Cagayan Valley and the

biindanao regions.

Source: Appendix Table 8.

then. By 1975, with the conversion of MP into the CIR, only 44 percent of
urban places were found in the TAR. Urban settlements at the MP which
suffered from declining shares during the Colonial Period sprouted during
the industrialization phase in response to agglomeration economies at the
NCR and subsequent spillover effects. FR's share in the number of urban
areas increased from 1903-48 but dipped thereafter. The drop in the shares

of TAR and FR may be seen as an indicator of the slow (industrial) develop-
ment pace of these regions.

points of the archipelago. Such policy gave due recognition to ethnic groups by attempt-
ing to keep these governmentally, ecclesiastically, socially and spatially separate (Doeppers
1976, p. 28).
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The data available during the Colonial Period (Appendix Table 7)
reveal household migrations from • the agricultural regions (TAR and MP)
to the frontier regions, primarily as an induced response to the govern-
ment's resettlement program. As for the postwar years, population move-
ments were toward the NCR, MP and FR from the TAR (cf. Gonzales and

Pernia's Special Paper).
In summary, the population redistribution and the consequent birth

and decline of urban settlements among the various regions from 1900
to 1975 could be explained in broad terms by the country's sectoral devel-
opment and the accompanying shift in regional comparative advantage as
well as differentials in regional resource endowments and regional economic
growth (see Chapter 3).

The Urban System: Empirical Findings

The size distribution of cities has been one of the major issues in urban
research. Models of city size have been conveniently classified as hierarchical
(e.g.,_central place models) and non-hierarchical (e.g., rank size distribu-
tion). 7 On the other hand, general observations on the statistical relationship
of city size distribution recognize two kinds of distribution: rank-size and
primate. 8 The latter approach constitutes the main concern of this chapter.

Primate Distribution

Table 2.6 shows that, regardless of the definitions used, the Philippines
experienced increasing primary from • •1903 to 1975. 9 During the Colonial
Period, the index of primacy increased from l.75 in 1903 to 2.07 in 1939.

7Beckmann (1958) first showed that the non-hierarchicalrank size distribution is
compatible with the hierarchical central place models. He proposed that ff a hierarchical
structure becomes subjectedto random influencesit would assume the approximate form
of a rank size distribution. Parr (1970) similarly arguedthat if a rank size distribution is
purged of its random components, then what remains should represent somehierarchical
structure, i.e., the rank size distribution (within realistic limits) possessesan acceptable
latent hierarchical structure.

8In the rank size distribution, the distribution of cities by population size is trun-
cated log-normal, whereas primacy is characterizedby the dominance of one or few large
cities over a stratum of small towns and cities and by the deficiencYin the number of
intermediate-sizecities.

9Pernia's (1976) index of primacy yielded consistently highermeasures because of
a different definition used. From 1903 to •1970, the small metropolitan area of Manila
was defined to include the four chartered cities of Manila,Caloocan, Pasay arxdQuezon
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The rise in primacy then may be attributed to Manila's role as the national
administrative and trade center of an export-crop producing economy
strongly supported by its vigorious commercial interactions with the lead-
ing agricultural centers of the TAR and MP (Table 2.7 and Appendix Table 6,
as well as the existence of geographically-fragmeured hinterlands and the
lack of adequate transportation and communication network in the coun-
try (Ullman 1960).

Table 2.6 Four-City Index of First-City Primacy

Urban
Definition 1903 1918 1939 1948 1960 1970 1975 1980 a

Chartered
Cities 3.03 3.04 3.44 3.54 3.44

Broad Urban
Areas 1.75 1.73 2.07 3.24 3.23 3.44 3.54 3.44

Note:Urbanareais defined in footnote 1 of this chapter.
Indexof primacy:P1/ P2 + P3 + P4

aBasedon 1980 Censusof Population(PreliminaryReport).

Sources: Censusof Population,variousyears.

As noted earlier, urban settlements at MP suffered from declining
shares during the Colonial Period. Belonging to population size category
of less than 100,000, these urban places may be considered small (Table 2.7).
We could infer then that the primate city, at this stage of development,
exerted an unfavorable influence on small cities located in its environs (cf.
also Pernia's Special Paper on cities and regional development). 10 Mean-

and the four municipalities of Makati, Mandaluyong,Navotas and San Juan. Likewise,
the large Metropolitan Manilacovered the smallmetropolitan area plus nine other muni-
cipalities(Malabon,Makati, Las Pifias,Parafiaque,Pateros,Pasig, Taguig Meycauayan and
Valenzuela).

10In the literature, this is known as Myrdars "backwash" effect (1957) or yon
Boventer's "negative hinterland" effects of small cities derivedfrom locatingnear a big
city (1969, 1970).
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while, urban centers of FR and TAR situated far from the primate city had
better growth performance (Table 2.8).

The continuing upward trend in primacy in the postwar period through
1975 may be attributed to agglomeration and urbanization economies

boosted by the industrial and trade policies as well as the increasing frailty
of the traditional agricultural centers, due chiefly to the relative neglect of
agricultural development.11 The persistently dominant role of Manila in
the national urban hierarchy is therefore borne out by the data. 12 These

results are consistent with Williamson's (1965) and E1 Shakhs' (1972)
empirical Emdings that primacy seems to be a necessary condition for eco-
nomic development. The primacy phenomenon may also be viewed in the

context of the center-periphery model (Friedmann 1966) and the theory
of development stages for less developed countries (Alonso 1969, 1980;
Richardson 1977, 1980).

The emergence of postwar Manila as the country's urban-industrial core

propelled the development of urban centers (belonging to population size
category below 100,000 from 1948-70, and belonging to 100,000-499,999
size category from 1970-75) located at MP as shown by the rapid rise in the
number of urban places and the accelerated growth of urban population
(Tables 2.7 and 2.8). Seemingly, urban centers at MP benefited from the

agglomeration economies of industrial Manila and its spillover effects. 13 Small
urban centers (belonging to size category 40,000-100,000) in TAR and FR
did not fare as well, apparently because big cities nearby siphoned off re-
sources from them. Indeed, the vigorious urban population growth of the
TAR and FR urban centers belonging to the 100,000-999,999 size cate-
gory (e.g., Cebu, Davao, Iloilo, Zamboanga, Bacolod, Butuan, Cagayan de
Oro and Iligan) seems to attest to such strong "pull" effects.

Rank Size Distribution

A consistent secular decline in the absolute value of _, the Pareto co-
efficient, can be seen in Table 2.9, also implying the trend towards increasing

11 See the section on the Import Substitution Period of Chapter 3 for a full discussion.

12Althoug h the index of primacy merely takes into account the top four cities of

the urban system, Manila's share in urban population was somewhat retained during the
postwar years (Tables 3.7 and 3.10).

13This phenomenon is described in von Boventer (1969, 1970), among others.
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Table 2.7 Number of Urban Places,by Size Category and Region,1903-75

1903 1918 1939 1948 1960 1970 1975

.Over lt000_000 - - - l 1 1 1

NCR 1 1 1 1

500,000-999,999 - - 1 - - 1 1

NCR 1 1 1
TAR 1 1 1

100_000-499_999 1 2 3. 6 7 1..__.3 1._6_6
NCR 1 1

MP 5 7
TAR 1 2 3 4 3 4

ER 1 3 3 5 5

40,000-99,999 2 6 24 42 7.._.2119 14_.._9
MP 2 5 7 20 41 51
TAR 2 4 15 26 38 54 69
FR 4 9 14 24 29

10,000-39,999 25 27 17 ....

MP 4 3 1
TAR 2O 19 12

FR 1 5 4 4

Less than 10,000 3. 2_ .....

MP 1
TAR 1 2
FR 1

TO TA L 3_.]_1 37 4_55 4.99 8_.O0 134 167

NCR (National Capital Region) - Manila and Rizal, MP (Metropolitan Periphery) -
Central Luzon and Southern Tagalog, TAR (Traditional Agricultural Region) -
llocos, Bicol and the Visayas; FR (Frontier Region) - Cagayan Valley and Mm.
danao.

Sources: Population Census ( 1903, 1918, 1939, 1948, 1960, 1970 and 1975).
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Table 2.8 Growth of Urban Population by Size Category
and Broad Regions,1903-75 (in percent)

Size/Region 1903-18 1918-39 1939-48 1948-60 1960-70 1970-75

Over 1,000,000 a a b 4.04 4.91 4.85

NCR a a b 4.04 4.91 4.85

500,000-999,999 a b 0 a b 2.91

NCR a b 0 a a a
TAR a a a b a 2.91

]00,000.499,999 1.63-1.07 5.34 4.30 4.75 6.03

NCR 1.63 0 a a a a
MP a a a a a 9.30
TAR a 4.85 3.17 4.43 3.81 5.S7
FR a a 9.72 4.10 6.29 4,06

40,000-99,999 4.66 7.38 6.05 5.15 5.03 5.00

MP a 5.16 4.53 10.23 6.98 5.13
TAR 2.94 6.57 6.36 3.58 3.87 4.91
FR a a 6.41 4.35 4.93 4.99

10,000-39,999 1.39 -3,43 0 a a a

MP --3.59 --3.43 0 a a a
TAR 1.32 -_0,97 0 a a a
FR 15.67 -0.07 0 a a a

Less than 10,000 - 1.5 o 0 a a a a

MP 0 a a a a a
TAR 5.00 0 a a a a
FR 0 a a a a a

Philippines 2.75 3.73 3.59 4.64 $.38 $.04

NCR- National Capital Regions, CIR (Central Industrial Region) - NCR, Central Luzon and
Southern Tagalog; TAR - Traditional Agricultural Region) -llocos, Bicol and the

Visayas regions; FR (Frontier Region) - Cagayan Valley and the Mindanao regions.

b Represents the ascent Of a broad region tO the next population size category.

Source: Population Census (1903, 1918, 1939, 19_48, 1960, 1970 and 1975).



Table 2.9 Pareto Coefficient of the Rank-Size Distribution Chartered Cities

1948 1960 1970 1975

_l -1.17 -1.12 -0.95 -0.96

P1 I. 180,611 2,107,079 3,966,695 4,970,006

PI 707,756 1,073,400 1,377,820 1,605,642

N 19 28 54 55

r -0.90 -0.89 -0.89 -0.91

Table 2.9 Broad Urban Areas
o

1903 1918 1939 1948 1960 1970 1975 r-S

_t -0.85 -0.80 -0.70 -0.60 -0.59 -0.58 -0.55

PI 328,939 461,166 993,899 1,569,128 2,462,489 3,966,695 4,970,006

PI 180,954 244,326 362,198 370,372 469,704 620,487 622,369

N 3 t 37 45 49 80 134 167

r -0.97 -0.96 -0.94 -0.90 -0.92 -0.91 -0.94 =

Note: _ = Pareto coefficient, p I fi population of the largest city, __

1_1 = estimated population of the largest city, N = number of chartered cities/urban places, r : correlation coefficient.

Sources: Population Census(1903, 1918, 1939, I948, 1960, 1970 and 1975). -_
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primacy. 14 The broader definition of urban places yield _"values in the range
of -0.85 to -0.55. A better fit of the rank size distributiola is obtained, with

values ranging from -1.17 to -0.96 when data on chartered cities are used.
The difference lies in the wider range of observations available for the former

data set. Nevertheless, the broader definition of urban places seems to be the
more appropriate economic concept to use. Rank size rule (q = 1) is asso-
ciated with the existence of an integrated system of cities. A frequent reason
for the failure of the rank size rule to hold (q = 1) is that the largest city is
overdeveloped relative to the rest of the urban system.

Empirical estimates of the primacy index and the P_eto coefficient

thus portray the urban system as continually dominated by Manila. Also,
the postwar period witnessed tile upsurge of small urban centers (belonging
to size category 40,000-99,999) which account for about half of the urban
population (Appendix Table 9). Earlier, Ulhnan (1960) noted the existence
of a greater number of major and secondary centers in the Philippines than
is called for by Christaller's central place model. On the whole, the findings

seem to corroborate Johnson's (1970) contention regarding central place
inadequacy in less developed countries.

Some caveats are in order. The above empirical findings are qualified
by the following considerations. First, the empirical summary measures of
size concentration such as the primacy index and the Pareto coefficient, be-
ing a generalization and simplification of reality, fail to capture the totality

14pareto's inverse exponential law of income distribution applied to population is:
N (P) -- AI'
Where N (P) = cumulative percentage of cities above some threshold level

A, _ constants

The rank size distribution is derived by merely substituting the rank of the city for the
cumulative percentage of cities.

= K Pi -qrj

where ri = rank of city i
Pi = population of city i
q = Pareto coefficient
K = constant
i - 1,.1.... n

Rearrangingthe terms will yield

riPi _ K _ P1

where K -- P1 = population of the largest city.
If q = 1, then Pi = P1/ri• (This is Zipf's Law).
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of geographical, historical, social, demographic, economic and political
characteristics of an urban system. These measures deal with the relative
size distribution of cities, not its optimal size distribution. Hence, they may
answer the question of "too many" or "too few" but they are unable to
grapple with the issue of "too big" or "too small". Second, the arbitrary
selection of threshold city size ignores the role of a large number of small-
sized places in the national settlement system. Third, both measures neglect
the spacing of cities. They merely indicate the existence and relative strength
(are they large or small? ) of urban places. The geographical location of these
urban places relative to theprianate city or any big city and the intervening
distances are disregarded. 15- Lastly, the neglect in investigating the city's
functional structure definitely obscured important analytical insights con-
cerning a key determinant in urban growth and change. 16

The purported value of Zipf's Law lies in its ability to predict Pi given r i and PI" when
q = 1, the size distribution of the city population with ranks 1, 2, . . . n is as follows:

P1, 1/2 (el) ..... 1/n (el).

If q I, then Pi q P1/ri. (City sizes will tend to be identical or will be relatively
evenly distributed).

If q 1, then Pi q P1/ri. (The largest city is over-developed relative to the rest of
the urban system and there exists a high level of pfi_macy.)

15Th e importance of incorporating the spacing element in analyzing the national
settlement pattern can be illustrated as follows: the National Capital Region evoloved

partly because of the proximity of the three cities (Pasay, Caloocan, and Quezon) and the
thirteen municipalities to Manila. Likewise, the increasing population concentration in
the Central Industrial Region (NCR plus Central Luzon and Southern Tagalog) from 1948
to 1975 reflects the spillover of agglomeration economies (business, household or societal)
in the NCR to the surrounding regions.

16Soliman and Paderanga's Special Paper pursues this approach but only for 1975
data.



CHAPTER 3

REGIONAL ECONOMIC STRUCTURE
AND GROWTH, 1900-75

The Colonial Period, 1900-39

The nearly four centuries of Spanish domination left as vestiges ethnic_
ally differentiated population clusters, a virtually unexplored Mindanao
region, 1 and. a traditional economy oriented towards the production of

export crops (specifically abaca, sugar, coconut and tobacco). Thus, in 1903,
population and economic activity were concentrated in the agricultural
regions, with the Traditional Agricultural Region (TAR) and the Metro-
politan Periphery (MP) claiming about 82 percent of total population, 86
percent of total employment and 90 percent of total establishments. This
pattern was perpetuated throughout the Colonial Period, although the
shares of the agricultural regions (TAR and MP) somewhat declined. In
1939, TAR and MP captured 75 percent of total population, 76 percent of
total employment, and 80 percent of total establishments (Table 3.1).
Briefly, the population and economic lead of the agricultural regions during
this period could be attributed to the country's essentially agricultural
state, the comparative advantage of these regions in the production of export
crops (Appendix Table 10) given the relative abundance of good agricultural
land farmed by a sparse population (Appendix Table 11), and the primary
product export-led growth stimulated by preferential tariff agreements. 2

Agriculture's bouyant performance in 1903-18 (Table 3.2 and Appen-
dix Table 1) was related to the preferential tariff agreements between the

1The spatiM non-integration of Mindanao in the national settlement in 1900 was
attributable to the continued Muslim resistance against Spanish colonial domination.

2For a detailed description of these policies, see Reyes and Paderanga's Special
Paper.
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Tabfe 3.1 Broad Regional Distribution of Population and Economic Activity, Colonial Period (1900-39)

1903 1918 1939

NCR MP TAR FR Phil. NCR I_ TAR FR Phil. NCR MP TAR FR Phil.

Population 4.86 22.23 59.63 13.28 100.00 5,00 21.48 58.43 15.09 100.00 6.68 20.67 54.15 18.50 100.00
Total 32,05 13.63 52.42 1.90 100.00 19,31 20.31 53.42 6.96 100.00 30.37 8.47 46.20 14.96 100,00
Urban 0.64 23.56 60_75 15.05 100.00 0.62 23.49 59.34 16.55 100.00 0.59 23.80 56.20 19.41 100.00
Rural r_

Economic Activity

Allsectors 6.75 25.34 60.21 7,70 I00,00 5.88 22.91 61.36 9.85 100.00 4.25 18.59 57.47 19.69 I00.00

Employment 1.60 23.47 66.36 8.57 100.00 1,69 22.84 66.70 8.77 100,00 1.65 22,66 57.09 18.60 100.00 _,

Est ab lishmen t s
Agricultural 1.19 26.t5 59.73 12.93 100.00 1.58 20.99 64.61 12.82 100.00 0.99 19.24 58.56 21.2t 100.00

Employment 1.48 23.46 66.46 8_60 100.00 1.57 22.15 67.15 9.13 100.00 0.95 23.69 56.24 19.12 100.00 t-'
Establishments 0

Industrial 6.48 23.06 67.14 3.32 100.00 7.53 22.10 66.41 3.96 100.00 14.65 14.46 58.35 t2.54 100.00

Employment 29.70 25.58 42,51 2.21 100.00 3,51 33.37 59.88 3.24 100.00 3.01 i1.10 69.56 16.33 100.00
Est ab lishmen ts

Service 15.54 26.77 52.84 4.85 100.00 9.18 24.85 57.00 8.97 100.00 17.93 17.44 49.58 15.05 100.00

Employment 4.88 22.56 59.76 12.80 100.00 5.02 21.50 58.42 15.06 100.00 7.90 21.6[ 55.50 14.99 100.00
Est ablishment s

NCR - Manila mtd Riza]; MP(Metropolita_ Periphery) - Central Luzon and Southern Tagnlog; TAR (TraditSona]Agz'ic_zlt'_alRe_ - Iloo_, Bicol, and the Vizayae le_ons;
FR (Frontier Regions) - CagayeztValley sad the Minda.naoregions.

Sources: 1903, 19tB _td t939 Populatioa _d Economic Cealus.



Table 3.2 Broad RegionalGrowth Ratesof Populationand EconomicActivity, Colonial Period (1900-39)
(in percent)

1903-18 1918-39

NCR MP TAR FR Phil NCR MP TAR FR Phil.

Population

Total 2.t 0 1.70 t.79 2.74 1.92 3.71 2.02 1.83 3.27 2.22
Urban 2.16 0.94 2.86 11.52 2.74 3.91 2.71 2.98 7.78 3.73
Rural 1.66 1.76 1.63 2.39 1.78 1.58 1.96 1.62 2.71 1.90

Economic Activity

Total Employment 4.17 4.43 5.26 6.87 5.13 -3.08 -2.51 -1.81 1.98 -1.49
Total Establishments 6.84 6.24 6.47 6.60 6.43 -0.24 -0.16 - 1.48 3.70 -0.12
Agricultural Employment 6.98 3.46 5.54 4.93 4.98 -0.50 - 1.42 1.37 4.47 1.87
Agricultural Establi._hments 6.39 5.60 6.08 6.43 6.00 --3.05 -0.27 - 1.48 3.14 -0.60
Industrial Employment 0.32 -0.97 -0.76 0.50 -0.68 -0.03 -5.33 -3.92 2.44 -3.30
Industrial Establishments 10.87 30.13 30.80 31.15 27.85 -0.39 -5.00 1.13 8.83 0.38
Service Employment 5.16 8.37 9.46 13.47 8.91 -4.86 -9.60 -8.63 -5.57 -7.99 ¢_
Service Establishments 16.78 16.18 16.38 22.35 16.56 28.78 25.92 25.57 25.86 25.89 ,.s

#

NCR - Manilaand Rizal;MP(MetropolitanPeriphery)- CentralLuzon and Southern Tagalog;TAR (TraditionalAgriculturalRegions) - Ilocos,
Bicoland the Visayssregions;FR (Frontlet Regions)- CagayanValley and the Mindanaotegiom.

Sources: 1903, 1918 and 1939 PopulationandEconomicCensus.
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United States and the Philippines on selected agricultural commodities (the
Tariff Act of 1902, the Payne-Aldrich Law of 1909, and the Underwood-
Simmons Act of 1913). The subsequent drop of agricultural output share in

1939 (Appendix Table 1) and the marked slowdown in the growth of
agricultural employment and establishments from 1918 to 1939 (Table 3.2)
revealed the vulnerability of export crop production. Although still larger
than the industrial and service sectors, agriculture gave in to its inherent

frailty as exemplified by the variability of demand and supply conditions
brought about by the depression of the early 30s and the resulting un-
favorable world prices of primary products, the low price elasticity of
agricultural products, commodity specialization, and the presence of a
U.S.-dominated market (see Macbean 1966).

Towards the end of the Colonial Period, industrial output share (large-
ly contributed by manufacturing and mining activity) improved significantly
while that of ancillary agricultural services fell, signalling the initial shift
away from the traditional agricultural economy towards a slowly indus-
trializing one (Appendix Table 1). The employment shift from household

craft manufacturing to a relatively capital-intensive manufacturing sector
(Appendix Table 3) and the diversification of industrial activity from wholly
manufacturing in 1903 to an inclusion of mining, quarrying and utilities
in 1939, as denoted by the localization indices (Table 3.3), were further in-
dications that the economy had started to industrialize during the latter part
of the period. The similarity of the localization indices for services (except
transportation, communication and storage which Kuznets (1977) more
aptly classified under the industrial sector) to those of agriculture hinted
that during the colonial phase of development, services provided an ancil-
lary role to agriculture. Likewise, the progressively high growth rates of
service establishments towards the latter half of the period (Table 3.2)
could indicate an evolving service sector supporting industry. 3

From the industrial location viewpoint, agriculture's ubiquity and the
ancillary role of agro-based manufacturing, household craft and service
vis-a-vis agriculture led to the concentration of economic activity in the
agricultural regions (TAR and MP). In 1903, the localization index (Table
3.3) showed the tendency of industrial (household craft manufacturing)
activity to be spatially disperesed. Also, since industries then were adjuncts
to farm production, food-processing (such as canneries and sugar refineries),
beverage, tobacco processing, and cloth-weaving industries flourished (Ap-

3It was no longer limited to domestic and personal services but also captured ex-
panded shares in commerce and trade, business, government, and recreational services, as
well as transportation, storage and communication.



Table3.3 Localizationindices

Rank 1903 1918 1939 1948 1961 1972

'I Service Manufacturing Mining & Quarrying Mining & Quarrying Construction Conshatction
0.18352 0.11479 0.66704 0.57787 0.63582 0.64699

2 Agriculture Agriculture Transportation,Corn- Transportation,Corn- Fisheries Forestry & Lo_ging
0.12246 0.08088 munication & Storage munication & Storage 0.54899 0.57156

0.39012 0.54313

3 Manufacturing Service ForesCry& Logging Manufacturing Manufacturing Utilities
0.07566 0.05591 0.24713 0.23502 0.48170 0.51126

4 Manufacturing Fisheries Forestry Manufacturing
0.21333 0.21947 0.47486 0.40841 _=

5 Utilities Services & Commerce Utilities Mining & Quarrying
0.19563 0.21933 0.43424 0.38096 7_

h_

6 Fisheries Forestry & Logging Transportation, Transportation,
0.181 I0 0.21816 Communication & :communication &

Storage Storage

0.39006 0.37145

7 Services& Commerce Utilities Mining& Quarrying Services & Commerce
0.15993 0.17781 0.37127 0.26074

8 Asricutture Agriculture Services & Commerce Fisheries
0.05701 0.06057 0.36t 87 0.15523 ¢_

9 Agriculture Agriculture
0.06930 0.05913
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pendix Table 12).4 Accordingly, industrial performance closely trailed
agriculture's economic pace. The hastened growth in industrial establish-
ments from 1903-18 and the drastic drop in 1918-39 revealed agro-based
manufacturing's sensitivity to public policy and world economic condi-
tions. 5 Moreover, the FR's emergence as the new agricultural region pre-
cipitated the declining prominence Of TAR in agriculture.

Accompanying the trend in economic activity were the diminishing
population shares of TAR and the slackening of total, urban and rural
population growth rates (Table 3.2) apparently in response to household
migration towards the frontier regions (Appendix Table 7).. Retardant
factors in the TAR, such as the deteriorating terms of trade of the export
crops, a relatively high population density (Appendix Table 11), the re-
gion's agricultural base and resource constraints plus the attractiveness of
the frontier regions lessened the comparative advantage of the TAR. It
thus seems that regional growth through primary product exports proved
to be an insufficient base for sustaining the TAR's lead in population and
economic activity.

The National Capital Region (NCR) evinced accelerating urban growth

during the Colonial Period. External forces impinging upon its regional eco-
nomy resulted in a widely-fluctuating growth behavior of its economic
activity. During the buoyant phase of the export led growth (1903-18),
the NCR experienced the highest growth in total establishments, agricul-
tural employment and service establishments. However, NCR suffered most
in terms of total employment 6 and agricultural establishments' growth
towards the second half of the Colonial Period (1918-39). More interesting
was NCR's discernible comparative advantage in the manufacturing-domi-
nated industrial sector especially during 1918-39 as may be gleaned from
selected economic characteristics (except output/fixed assets) in Table 3.4.
That the agricultural regions (TAR and MP) outranked NCR in output/fixed

4The agrarian basis of industries, often connected with the ownership of wholesale
commerce and transportation services by some wealthy land-owning families, led to a
strong tendency for business activities to be concentrated in the area where the enter-

prising family resided and enjoyed prestige. Expansion into other areas would follow but
abstract concepts of purely economic criteria in the location of industries remained rather
alien to the basic mentality of the emerging enterpreneur (Lauterbach 1962).

5To some extent, this was due to a change in the definition of industrial establish-
ments. See Chapter 1 for further details.

6To some extent, this was due to a change in the reporting unit for employment
(from households to establishments).



Table 3.4. SelectedCharacteristicsof Economic Activity, by Broad Region,Colonial Period, 1900-39

1903 1918
Region/Activity Average Size of Firms Labor Pro- Capital Pro- Factor Average Size of Firms Labor Pro- Capital Pro- Factor

ducfivity ductivity Intensity ductivity ductivity Intensity
N/F Y/F* FA/F* Y/N* Y/FA* FA/N N/F Y/F* FA/F* Y/N* Y/FA* FA/N*

NCR

Agriculture 1.23 1.34
Manufacturing 64.28 P25,369 11 21,339 P1,132 tP 1.19 P9.52 tb14.34 P33,537 IW33,122 1P3,973 tP1.34 P2_631
Services 16007.38 3320.46

MP

Agriculture 1.71 1.26

Manufacturing 265.75 88,794 36,804 2,182 2.42 904 4.42 13,234 5,017 2,041 2.64 774
Services 5963.08 2099.28

Agricult_e 1.38 1.28

Manufacturing 465.54 !3,066 22,681 72 0.58 645 7.40 1,063 12,947 114 2.60 1,777
Services 4443.84 1772.38

FZ _
Agriculture 2.31

Manufacturing 425.35 3,458 3,167 341 1.09 312 1.87 936 12,793 115 1.5 2 897 ,,

Services 1.902.76 t 080.83
Pq

PhilippinesAgriculture 1.54 1.33
Manufactu_ng 294.74 35,881 25,464 1,113 1.41 790 6.67 2,018 31,446 302 1.59 2,342

Services 1
*Large establishments - refer to tho_e establishments havbl8 a value of production of Pl,0OO or more.

N/F = Employment/Establishment; Y/FA = Output Establishment NCR = Manila and Rizal
FA/F = Fixed Assets/Establishment; Y/N "Output/Employment,

Y/FA = Output/Fixed Assets; FA/N = Fixed Assets/Employment _,



Table 3.4 (Cont'd.) -"
t_

1 939 m
Region[Activity Average Size of Firms Labor Pro- Capital Pro- Factor

ductivity ducfivJty Intensity
N/F Y/F FA[F YtN Y/FA FA/N

NCR
Agriculture 2.26
Manufacturing 15.41 P33,998 P2,206

Services 7.80 _
Z

MP c_
Alpiculture 1.76
Industrial 4.12 58"7 1,425 I_
Services 2.7"7

TAR
Alpiculture 2.26 O,
Industrial 2.65 1,860 701 m
Services 3.07

A_riculture 2.41 q_

Industrial 2.43 864 356
Services 3.45

Philippb,es
A81"icultu_ 2.17
Industrial 3.16 3,109 982
Services 3.44

N/F - Employment/Establishment; Y/F - output/Establishment; FA/F - Fixed Assets/EstabllJhment; YtN - Output/Employment;
Y/FA - Output/Fixed Assets; FA/N - Fixed Auet_Employment.
NCR - Manilaand Riza];MP (Metxopol/tsn Periphery) - NCR, Cetral Luzon and Southern TeSalog;TAR (Traditional Agricultural

Res/ons ) - l_cos, Bicol and the Vimyas regions; FR (Frontier Regions) - Cagayan Valley and the MindammreglonL
Sources: 1903, 1918 and 1939 CensuL
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assets ratio indicated the household craft nature of their manufacturing ac-
tivity and the build-up of capital-intensive manufacturing fmms at NCR.
Furthermore, during 1918-39, NCR's increased share in the manufacturing
value of production (Appendix Table 13) together with the high values of
the localization index (Table 3.3) and the index of locational change (Table 3.5
depicted an incipient tendency of industrial activity to agglomerate at
NCR. Thus, even during the Colonial Period, NCR already had a nascent
_omparative advantage in manufacturing activity.

Meanwhile, the colonial government formulated resettlement policies 7
designed to expand existing production sites and to stimulate migration
towards the frontier regions. As a result, the FR enjoyed increasing total and
rural population growth and extremely high urban growth during the Colon-
ial Period. Although FR ranked highest in regional economic growth, its
demographic and economic performance proved insufficient, within the
span of 40 years, to boost substantially its integration into the Philippine
space economy. In 1939, FR, comprising 46 percent of total land area, ac-
counted for only about 20 percent of total population, employment and
establishments.

The specialization indices (Table 3.6) portrayed NCR's inclination
towards industrial activity, FR's spatial transformation from being un-
settled areas to incipient agricultural regions, and the agricultural regions'
(TAR and MP) pursuit in diversified economic activity.

7"The land settlement programs co-_i_t of: homesteading initiated through the
Public Land Law in 1903 (administered by the Bureau of Lands and the forerunner of
the Ministry of Natured Resources, and government-assisted settlement of public lands
which began in 1913 (administered by various agencies, and most recently by the Ministry
of Agrarian Reform).

The homesteading progzam, while transferring 5.3 ynilllon hectares to 1.4 million
applicants since 1903, ottly involved considerably less public expenditttres (since the set-

tlers are self-financed and public expenses axe usually limited to the provision of roads,
normal services, and the administrative costs of processing and validating claims for land).

Meanwhile, the government-assisted settlement program sponsored 40 settlements
of 710,000 hectares benefiting only 48,000 families since 1913. In addition, the settler's
migration, land, housing, farm implements and inputs, health care and subsistence are
financed by the government on a no-interest, long-term loan basis, even as the settlement
agency ascertains that adequate infrastructure and government services are provided to
the new settlers. About 70 percent of the settlement areas axe in Mindanao, although
there is a broad scatter of organized settlements throughout the Philippines."

Sottrce: James (1977, 1978) cited in World Bank 1980b. Volume II, Annex 4-A,
pp. 13304.



Table 3.5 Indices of Locational Change =4_

Rank 1903-18 19I 8-39 1939-48 1948-61 1961-72
i

1 Service Manufacturing Mining & Quarrying Forestry & Logging Forestry & Logging
0.17936 0.24713 0.39721 0.42173 0.20230

2 Agriculture Service Fisheries Mining & Quarrying Fisheries

0.08603 0.17489 0.29868 0.40415 O.19148

3 Manufacturing Agxtcultuxe Manufacturing Utilities Ut/lities g

0,06036 O,10454 0.25226 0.38765 O.16801 _'[_

Transportation, Manuf_ Mining & Quarrying
4

Communication & 0.267 t0 0.12945 ZrJ_
Storage
0.20254 ,_

5 Forestry & Logging Fisheries Commerce _ Services
0.20042 0.20543 0.10866

6 Commerce & Services Commerce & Services Construction
O.13989 O.16259 0.10554

7 Utilities Transportation, Manufacturi_
O.I t 132 Communication & 0.09036

Storage
O.16247

8 Asdcudture Agriculture Asriculture
0.040! 0 0.08924 0.08805

Transportation1
Communication &

Storege
0.08267
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Table3.8. ,_l_izatiofl Indic_

Rank 1903 1918 1939 1948 1961 1972

1 Caf, ayan NCR NCR NCR NCR NCR
Valley 0.295_2 0.61374 0.70498 0.80004 0.76246
0.38535

2 NCR Cagayan Western Central Central Cagayan
0.35292 Valley Mindanao Mindlmao Vi_yas Valley

0.22406 0.19675 0.15594 0.10054 0.15431

3 Central Southern Central Cagayan Eastern Central
Mindanao Mindanao Mindanao Valley Visayas Mindanao
0.34139 0.16783 0.15315 0.09881 0,09127 0,11230

4 llocos Western Cegayan llocos Central Eastern
0.27982 Mindanao Valley 0.08611 Mindanao Visayas

0,08806 0.14570 0.07163 0.0991 l

5 Southern Eastern Southern Western Cagayan Western

Mindanao Visayas Mindanao Visayas Valley Mindanao
0.18392 0.08113 0.13528 0,07662 0,07147 0.07705

6 Northern Central Western Central Western Bicol
Mindanao Mindanao V|sayas Luzon Mindanao 0,07280

0,18204 0,07573 0.09820 0.06729 0.05923

7 Western Central Bicol Western Bicol llocos

Mmdanao Visayas 0.06613 Mindanao 0.05758 0.06741
0.15258 0.06992 0.05893

8 Bicol Central C Central Eastern llocos Western

0.13090 Luzon Luzon Visayas 0.05459 Visayas
0.06820 0.06243 0.05332 0.04263

9 Eastern Western Northern Bicol Northern Central

Visayas Visayas Mindanao 0.05261 Mindanao Visayfa
0,12244 O,05695 0.05791 0.05163 0.03828

10 Western Northern ilo¢os Southern Western Northern

Visayas Mindanao 0,Q5656 Mindanao Visayas Mindanao
0.10556 0.05542 0.04736 0.03718 0.02930

11 Central Southern Central Northern Southern Southern

Luzon Tagalog Visayas Mindanao Tagalog Tagalog
0.07243 0.03396 0_04706 0.04458 0,03041 0.02669

12 Central Bicol Eastern Central Central Central

Visayas 0.03016 Visayas Visayas Luzon Luzon
0.05735 0.04669 0.04117 0.02578 0.00946

13 Southern llocos Southern Southern Southern Southern
Tagalog 0.02074 Fagalog Tagalog Mindanao Mindanao
0,03557 0.03881 0.01938 0.02421 0.00624



116 SPATIALANDURBANDIMENSIONSOFDEVE_I=MENT

The Import Substitution Period, 1948-67

Postwar reconstruction, a newly-attained political independence and
the launching of import-substitution industrialization marked the beginning
of this period. The bias for industrial development inadvertently resulted in
the neglect of agricultural development. The shift in priorities was articu-
lated in the various economic and development plans drawn by policymakers
during the postwar years. However, economic-commercial ties with the

United States remained unsevered as primary products consistently figured
as the country's top export earners and were further reinforced by the heavy
import requirements (raw materials, intermediate goods and technology) of
the industrialization scheme. Against this background, some analytical de-
vices may be used to document the structural and spatial transformation of
the postwar economy.

Localization indices for 1948 suggest that mining and quarrying, trans-
portation, communication and storage, manufacturing, fisheries, services
and commerce, and forestry and logging, in that order, tended to cluster
spatially relative to agriculture and utilities (Table 3.3). 8 Mining and quarry-
ing, fisheries, and forestry are largely resource-oriented industries, thereby
locating in resource-rich regions. Also, a ranking of the indices reveals the

crucial role played by transportation, communication and storage, and
commerce and services for the manufacturing sector especially in the early
phase of industrialization. 9 The low localization index for utilities seems to
describe the inadequate provision of power, electricity and water facilities

to the various regions in 1948 while the extremely low value for agriculture
indicates its relative ubiquity. In 1961, all the economic activities except
agriculture yielded relatively high localization indices, particularly cons-
truction and utilities. The concentration of construction and utilities in the

NCR was a response to the increasing density of firms, households and gov-
ernment activity in the nation s capital. 10

Forestry and logging, mining and quarrying, and fisheries had relatively
high values for the index of locational change for 1948-61 as gleaned from
Table 3.5. This implies the shifting geography of resource-based economic

8A 0.20 cut-offwas arbitrarily set for analyticalpurposes.

9This economic sector provides the basic industrial infrastructure.

10NCR captured about 80 percent and 55 percent of construction output and utili-
ties output, respectively,in 1961 See Annex Table 7, (Hermoso, 1982).
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activities as resource-rich regions were exploited. 11 The high values for
manufacturing and utilities might portray the concerted industrialization of

NCR. And, the relatively low values for commerce and services and trans-
portation, communication and storage could attest to their continuing
support to industry. By contrast, the traditional agricultural activity evinced
little locational change.

Table 3.7 reveals the comparative advantage of CIR (NCR and MP) in

industrial pursuit. Its share in industrial activity mounted from about 40
percent in 1948 to about 70 percent in 1967. This trend was accompanied
by the rapid growth of industrial and service activity at the NCR for the
1948-61 period and the subsequent extension of this growth phenomenon
to the MP for the 1961-72 period (Table 3.8). NCR's relative lead in 1948

was further emphasized by some characteristics of industrial activity 12 pre-
sented in Table. 3.9. In 1961, MP outranked NCR in some industrial charac-
teristics. 13 That MP ranked lowest in some characteristics of service acti-

vity in 196114 could be indicative of NCR's wide sphere of influence as
the country's service center.

The NCR's exuberant growth during 1948-61 seemed highly corre-
lated with its large share in the cumulative paid-in capital of all business
organizations from 1948 to 1961 (Appendix Table 14), and substantial
allocation (together with Southern Tagalog, about 50 percent) of infra-
structure expenditure for fiscal years 1959-61 (Appendix Table 15). Al-
though NCR's buoyant growth in urban population and service activity
was perpetuated through 1961-72, the second half of the Import Substi-
tution Period (the so-called Transition Phase) witnessed the deceleration of
NCR industrial growth and the remarkable upsurge of urban-industrial
activity at the Metropolitan Periphery (Central Luzon and Southern Taga-
log). These developments may be attributed to the spillover effects of indus-
trialization occasioned by incipient diseconomies of agglomeration in the
industrial core.

11Base d on comparative employment share for 1948 and 1961, the Frontier Region

increased forestry and logging activity, the Traditional Agricultural Region (especially
llocos and Central Visayas) intensified mining and quarrying while virtually all regions

engaged in fishing activity. See Annex Table 2, Hermoso (1982).

12Such as average size of firms, output/employment, output/fixed assets and f'med
assets/f_rm.

13Such as output/establishment, output/employment, output/fixed assets, and
fixed assets/employment.

14Such as fixed assets/establishment and output/employment.



Table3.7. Broad Regional Distribution of Population and Economic Activity, Import Substitution Period (1948-67) :
(in percent)

1948 1 960/6 | 1967/70

NCR MP TAR FR Phi[. NCR MP TAR FR Phil, NCR MP TAR FR Phil.
C

Population a

Total 8.62 19.93 52,12 19.33 100.00 9.58 20.21 45.89 24.32 100.00 11.38 21,44 40.86 26,32 100.00

Urban 34.00 6,85 42.16 16.99 t 00,09 31.85 14.47 37,42 16,26 100.00 30.43 21.37 31.75 16.45 100.00

L,d

Rural 0.60 24.06 55.27 20.07 100.00 0.68 22.50 49.29 2 7.53 100.00 0.66 21.48 45.99 31.87 100.00 _,

Economic Activity

All sectors
Employment 6.18 17.48 54.67 21.67 10(_.00 5.38 18.72 47.74 28.16 100,00 _Z
Establishments 2.33 20.31 56.84 20.52 100.00 3.08 19.05 48.88 28.99 100._0 o_

O
Output .29.01 t9.18 32.49 19.32 100.00

Agriculturalb
Employment 0.84 17.84 58.11 23.21 100.00 0.63 19.29 50,24 29.84 100.00

Establishments 0,60 20.38 58.06 20.96 t00.00 0.51 19,02 50.39 30.08 100.00 _
Output 0.66 24.29 43.76 31.29 100.00 t"*

Industrial c O

Employment 27.21 17.62 42,29 12.88 100,00 50.87 13.96 23.75 I 1.42 100.00 49.04 13.04 22.08 15.84 I00,00

Establishments 16,49 21.03 48.09 14.39 100.00 27.38 20.53 35.26 16.83 100.00 21.99 20.94 36.04 21.03 100,00 ,7
Output 51.96 19.23 22.85 5.96 100.00 52.00 17.61 i8.13 12.26 100.00

Servicec

Employment 30.27 ] 5.32 38.70 15,71 100,00 42.18 t 3.97 28.35 15.50 100.00 30.59 17.52 32,98 18,9l 100.00
Establishments 20.02 ]9.31 43,98 I6,69 100.00 30,65 [8.97 32.6l 17.77 100.00 14.79 23.94 39.62 21,65 100,00
Output 62,50 7.17 19.83 10.50 100.00 61,80 6.53 20.i5 I 1,52 100.00

e.Populati_ctdate. pertain to 1948, 1960 and 1970.

bAgrietdtusal date. pe_aln to 1948 and 1960.

Cl.ndu.C.ri_land sel'vice de.te,pertain to 1948, 1961 and 1967.

NCR - Manilaand Rizal; MP(Metzopolitan Periphery) - Central Luzon attd Southern Tagalog; TAR (Traditional Agricultural Region 1 I[ocus, Btco_and the Vipayas regions;
FR (F_mttl¢_ Resaoo 1 - Cage.yanValley and the Mindanao _gions,
SouLrcc=:1948, 1960and 1970 Pop_lalion Census; 1948, 1961 and I967 Economic Census; 1948 and 1960 AgriculturalCensus.



Table 3.8. Broad RegionalGrowth Ratesof Populationand Economic Activity, Import Substitution Period
(1948-67) (in percent)

1948-61 1961-72

NCR MP TAR FR Phil. NCR MP TAR FR Phil.

Population

Total 4.02 3.18 1.91 5.15 3.06 4.76 3.6.1 1.85 3.81 3.01
Urban 4.04 11.75 3.55 4.24 4.64 4.91 9.48 3.70 5.50 5.38
Rural 3.68 1.90 1.47 5.38 2.50 1.60 1.44 1.22 3.38 1.9 I

Economic Activity

Total Employment 6.25 8.02 6.27 9.70 7.43 5.05 3.71 1.43 5.59 4.17
Total Establishments 4.43 i.60 0.90 4.99 2.13 3.93 2.83 1.56 4.00 2.64 Z
TotaLOutput .... 6.13 1.68 2.19 3.07 3.56 g
Agricultural Employment 5.80 8.93 7.00 10.45 8.25 0.76 3.04 2.94 5.25 3.69 r_
Agricultural Establhhmenta 0.86 1.61 1.O2 5.17 2.17 2.13 t .53 0.73 3.33 1.74
Agricultural Output ..... --4.23 -2.26 -2.04 0.29 -1.31
Industrial Employment 12.15 4.70 1.86 5.65 6.67 4.51 6.60 4.83 9.14 5.52
Industrial Establishments 6.50 2.07 -0.24 3.56 2.27 2.62 6.05 5.31 8.00 5.33
Indu=L,_t Output ..... 7.71 6.15 7.53 12.66 7.75
Service Employment 3.36 - 0.09 -1.83 0.54 0.65 6.22 11.07 9.43 11.20 8.78
Service Establishments 5.06 1.40 -0.86 2.06 1.54 4.53 12.12 10.71 I2.59 9.89

Service Output 4.04 5.34 7.14 6.67 5.11

NCR- Maniland Rizal,MP(Metropolitan]Pe_llPher$)- CealzalLuzoatad SouthernT_taiog;TAR(Tl_dlti_t[ Aglicttlttll-alRegions)
-- nocoa, Bk_l, lindthe V'myasregion=;FR (FrontierReilioM)- C4_ya Vslley end the Miotlaaaoresion&

Sota'cel;1948, 1960 and 1970 Popahtlti_t_aimm;1948,.1960mtd 1971 A.ipi4athtuz_Oomsus;and.19',48,1961 .mad1972 Eeomomi,eCenmat.



Table 3.9. SelectedCharacteristicsof EconomicActivity, by Broad Regions,Import Substitution Period (1948-67)
O

194Rl 1_0.512

1_A¢_ A_-r_ _m=ofF_rm= Labe¢]h_ C_P=_ F_-tm g.qi_n_AcOvity&venL_SizeofFkm_ LaborPzc_ C_dt=lPzo- Factr¢ Fret=
duc_ lnt_u_ty _ivi_ ,_¢etvl h_m_

N(F Y/F F.A/F YIN ¥/FA2 FA4rN N/F ¥/F FA/FJ ¥_ ¥/F_t_ lnmn=_r

NCR
2.63 _ _ 9.61 I_

ladiuslrid 10.34 P'205,095 P_,44,32..5 P19_836 PI.43 P13,959 70.98 P954,779 P846,3_3 P13,451 P1.13 Pll,g33 __,
Setvio_ 5.84 29,852 5.114 50.46 664,452 271,297 13,168 2.20 8,292

1.66 - - 4,35
Intlu_'ial 5.25 63.533 60,240 12.106 1.10 11,475 56.16 1,380,198 822,782 24_576 1.68 14,650

Set,floes 3.06 23,375 7.633 50.22 224,33 i 59,617 7,045 3.40 3,430

TAR

]_m=ns 1.9o - - - 4_4._
llndu_'ifl 5.$1 62,101 39,206 11,266 1.66 7,113 68.34 1,L20,082 880,492 16,377 1.07 ]2,180 O
Sgrvic_ 3.40 2,848 838 34.26 274,383 81,518 8,008 3.45 4,026

FR _
thrimary 2.10 - - - 4.30
ludust_ia] 5.61 53,528 22,022 9,539 2.55 3,925 73.90 606,451 7 ! 1,113 8,206 0.80 9,364

3.63 2,445 - 673 29.30 223,597 76,792 7,631 3.79 3,980

Failippiae_

Primary 1.89 - - - 4.38
lndustt,ial 6.27 84,755 $8,494 13,523 1.49 9_333 68,63 1,019_162 847_940 14,850 1.14 12,084
Services 3.86 8,088 - 2,095 41.54 460,447 190,861 I 1,086 2.42 7,002

NtF- Employment_=.lt|bl£shyiten_;Y_: - OulputsrEltabJishment;FA_F- F_¢d A=Selm/Estid_lL_hment;y/?_- OutL0ut/EmpLoymcnt;Y/FA- OucpuUFLxed
A==¢P,;F/fiN - F=xec_A==1_EmploymcmlL
NCRIdhma_amtdRiz_;MP(MeuopoliomPe_he_j - NCR,CenlralLuzonandSouthcz'aTagalog;TAR_TraditionalAg_cu_d Region_) Docos,Bic_]

andth=VIIs)'u=_lpon=;FR(Fz_tie: Reldonl)- CAlpy_Y_JeyandtheML_d_mao_gi_m.

IFot hu_=e_tsbl_kmcnt_only,defined_ Ihos¢_ith 10ormox¢cmpioyeciwoxkcz_.
2]nd_l_sonlyg_c_urin_ m_d_ andQuarr),tn_.
31ncl_d_sonlyComm=r=_unct_'x_ccs.

SOuI_s:1948._ 1'96_.Ecx_,c_.cCen_lm:|948_m,I19_1A_'iculturx[C.en:!pu$.
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Transition Phase,1961-67

After this exuberant stage (1949-56) asso_ated with the sudden profitability of
industrial investment, declining opportunities of consumer goods production due to the
limited size of the protected domestic market began to suface. In addition, the heavy
import dependency of the new industries keep pressure on the balance of payments and
necessitated the further tightening of import controls in the latter oart of the 1950's.
The worsening trade deficit prompted the authorities to start rationalizing the exchange
rate by instituting a multiple rate system that effectively devalued the domestic currency

in import transactions. At the same time, import and foreign exchange controls began to
be dismantled. In 1972 the peso was freely convertible at the market rate, formal deval-
uation from 2 to 3.9 pesos per U.S. dollar taking place in 1965.

industrial growth was hampered apparently by these changes in trade policies,
at least in the transition ... It picked up however, after 1965, in part bemuse of increased
government expenditure, and other expansionary policies in the second half of the 1960's.

The policy reforms in the early 60s did not alter very much the incentive structure
favoring import-substituting industries that produced consumer goods at the finishing
stages. The import restrictions and peso overvaluation of the 1950s were merely replaced
by a highly protective system, instituted in 1957 but made redundant by the exchange
and import controls. The "cascading" tariff structure served to maintain the qualitative
bias of the predecontrol period against backward integration and export expansion"
(Bautista and Power 1979, pp. 6-7).

The declining share and growth of the rural population and agricultural
activity at the MP could be explained in part by the economic pressures
exerted on the farm population such as the relatively high farm density of
Central Luzon and Southern Tagalog (Appendix Table 16) and the deterio-
rating peace and order conditions in Central Luzon arising mainly from its
land tenure system as well as the consequent movement from MP's rural
areas to its urban cases. On the whole, CIR's (NCR and MP) role as the
leading industrial region appeared self-sustaining because of its now diversified
economic activities. While specialization indices for 1948 and 1961 clearly
point to NCR's tendency to specialize in industrial activity, the low values
for Central Luzon and Southern Tagalog reveal CIR's diversity in economic
enterprises (Table 3.6). A noteworthy point is Central Luzon's advance-
ment in agriculture in terms of intensive cultivation method and a rising
trend in per hectare yield of rice since the 50s 15 This could have been

partly caused by the favorable effects of urbanization and agglomeration
economies at the NCR on its immediate environs. 16 Southern Tagalog's
untapped economic potentials could have likewise lured nearby entrepre-

15 Ishikawa (1970) and ILO (1974).

16yon Thunen (1826), Clawson (1973) and Luna, Hermoso and Pernia's Special
Paper.
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neurs. 17 Additional factors •that favored the CIR were public policies (the

so-called implicit polarization policies)already in effect at that time, pro-
minent among which were the minimum wage, agricultural policies (rice
policy, land reform, agricultural credit schemes), price supports, infrastruc-
ture expenditures, social services (education and health), 18 and urban land
policies (public housing, housing f'mance, intra-urban location and land

tenure, sites and services schemes for squatters - see Ocampo 1972). 19
The rise of CIR as the leading industrial region occurred at the expense

largely of TAR. Aggravated by the relative neglect of agricultural develop-
ment, TAR suffered from dwindling shares and sluggish growth of both
population and economic activity• from 1948 to 1970. For 1948-61, TAR
evinced diminishing shares of total employment and establishments although
it still maintained its share of agricultural establishments and employment
at more than one-half (Table 3.7): TAR's share of industrial establishments
and employment also declined .noticeably. The generally low values of the
specialization indices for 1948 and 1961 imply that TAR continued to
engage in diversified economic activities (Table 3.6). Likewise, the low index
of locational change for agriculture (Table 3.5) suggests minimal structural

transformation, i.e., TAR remained as the traditional agricultural regions
retaining the institutional scenario of the earlier Colonial Period. During
the transition phase, TAR's share in industrial employment and output
slightly declined while that of industrial establishments and service activity
increased. The latter reveals TAR's resilience in nurturing or accommodating
distressed economic activity. 20

The vast untapped natural resources in the FR, the presence of relatives
(Gonzales and Pemia's Special Paper), together with government-sponsored

17E.g., in 1967, the sharesof SouthernTagalogin miningand quarrying,manufac-
turing and utilities' output increased(Annex Table 7, Hermoso 1982).

18Appendix Table 15 and ILO (1974).•

19p01arization_augmenting(but undocumented)considerationsinclude:rapidtransit
investments in the_primate city that fends off incipient congestion costs, the absence o£
pollution fees and •congestion taxes, large-scalewater supply or electric power schemes
to aceomodate primate city demand without recouping the fullcost throughuser :hanges,
the growth permitted in public sector activities without attempts to decentralize_dmin"
istrative functions, discriminatory freight rates and_utility charges,risk averseor collateral
lending by financial institutionsbased in the primatecity, the "open door" policies favor-
Lugmultinationals with their strong preference for a •corelocation, and food export taxes
that may induce an exodus from•smallfarms into the cities(Richardson 1980).

20Thispoint is further elaborated in the section on the Regional AwarenessPeriod.
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resettlemen_ schemes 21 seemed initially sufficient to induce in-migration
and the location of resource-based industries at the FR. This resulted in

improved shares of rural population and agricultural activity during 1948
and 1961. The structural transformation from being an unsettled frontier

to a rural-agricultural region engaged in diversified traditional economic
activities could be gleaned from its relatively low value of specialization
indices (Table 3.6). FR outpaced the other regions in rural and agricultural
growth while ranking only next to CIR (NCR and MP) in industrial and
service growth. Active participation of business entrepreneurs in FR's
rapid growth experience is indicated by a rise in its share of paid-in capital
from 1949-61 (Appendix Table 14). Generally, FR had the lowest farm
density (Appendix Table 16) and the lowest level of industrialization and
urbanization in 1960, further attesting to its frontier status (see Gonzales
and Pernia's Special Paper). However, during the transition phase, FR
captured bigger shares (though still limited within the 15-20 percent range)
and experienced high growth performance in industrial and service activity.
Seemingly, the detrimental effects of the transition phase on industrial
growth were not transmitted to the FR.

The Regional AwarenessPeriod, 1970s

Concern over the locational preferences of households and firms for

CIR, the slackening performance in manufacturing-led industrial growth
since the late 50s, sectoral inefficiency;, imbalances in regional growth and
income distribution, ethnic fragmentation, and the deteriorating peace and
order conditions in the depressed (traditional agricultural and frontier)
regions prompted the government to incorporate a conscious spatial dimen-
sion to policy formulation. Although the regionalization scheme was f'trst
articulated in the 1963 Integrated Socio-Economic Plan, the continuing and

more serious attempt surfaced in the regional dispersal thrust of the Indus-
trial Incentives Act of 1967, gained further push with the Integrated Re-

organization Plan (PD No. 1) in 1972 and became an on-going objective of
subsequent development plans throughout the 70s. 22

21Expanded to include: resettlement of former Huks, resettlement of urban squat-
ters to rural areas, industrial estates, new towns, relocation from disaster areas, military

operation zones and stricken areas (Ocampo 1972).

22Salient regional dispersal policies include: the Export Incentives Act of 1970, the
various agricultural policies dealing mainly with the financing provisions for agricultural

production and the dissemination of technical information (prominent of which was the
Masagana 99 program), the 50-kilometer radius ban (1973) intending to deconpst Metro
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CIR's (NCR and MP) industrial sector showed a slight drop in output
share between 1967 and 1975, with establishments' and employment shares
also declining somewhat from 1967 to 197223 but gradually increasing during
the 1972-75 period. The service sector demonstrated a roughly similar trend.
However, the CIR remained as the country's industrial iegion during the
1972-75 period, capturing over 60 percent of industrial employment, over
40 percent of industrial and service establishments, over two-thirds of indus-
trial output, over half of service employment, and three-fourths of service
output in 1975 (Table 3.10). While CIR's industrial employment growth
crawled from 5 to 6 percent, service employment growth decelerated dras-
tically from 10 to - 2 percent. Nonetheless, industrial and service output
displayed a much improved growth performance in 1972-75 relative to the

1967-72 period (Table 3.11). CIR's attraction for firm location is apparent
from its still predominant share in the paid-in capital of business o_ganiza-
tions from 1970 to 1979 (Appendix Table 17).

TAR's share in industrial activity increased slightly during the 1972-75
period accompanied by high growth rates (around 5 percent) of urban popu-
lation, industrial employment and industrial establishments, perhaps due to
its rich source of labor supply for industrial activity. More interesting was
TAR's relative lead in such economic indices as output//_rm, output/worker
and fixed assets/workers, as seen in Table 3.12. Indicative of TAR's perceived
attractiveness by investors and migrants, this encouraging phenomenon could
be explained in part by the creeping diseconomies at the CIR, the worsening
peace and order conditions at the FR, the consequent reverse migration
towards the TAR, and TAR's status as the erstwhile leading regions.24

In the FR, population growth slowed down between 1970 and 1975
with industrial employment and establishments' share declining quite mark-
edly during the 1972-75 period. This could be attributed to the socio-political

Manila, various integrated area development projects, financing schemes (e.g., DBP's
lending program for countryside development), the promotion of small and medium scale

industries, and the massive on-going infrastructure investments. For a comprehensive dis-
cussion of these regional dispersal schemes, see Reyes and Paderanga's Special Paper.

23perhaps, this may be attributed to the unfavorable peace and order conditions
at the CIR during the early 70s.

24Not only does TAR presumably possess a certain level (though perhaps obsolete
and inadequate) of social and economic infrastructure, but most often, the TAR is the
hometown of influential bureaucrats and entrepreneurs.



Table 3.10. Broad Regional Distribution of Population and Economic Activity, Regional Awaremm Period (1967-75)
(in percent)

1967 1970-72 1975

NCR MP TAR FR Phil. NCR MP TAR FR Phil. NCR MP TAR FR Ph0.

PopuIa/ione
Total !1.38 2|.44 40.86 26.32, 100.00 1 2.44 21.78 39.45 26.33 100.OD
Urban 30.43 21.37 31.75 16.45 100.00 30.17 22.43 31.30 16.10 100.00
Rural 0.66 21.48 45.99 31.87 !00.0D 0.56 2134 44.91 33.19 100.00

Economic Activity

Employment 5.91 17.84 43.56 32.69 t00.00
Eitablishment_ 3,54 19.43 43,50 33.53 100.00
Output . 37.97 15.66 28.03 18.34 100.00

AS_iculturalb
Eml_°Ynumt 0.46 18.00 46..37 35.17 100.00
Establ]_mentt 0.53 18.59 45.19 35.69 100.00
Output 0.47 21.84 40.33 37.36 100.00 -_

Indueffialc
Employment 49.04 13.04 22.08 15.84 100.00 45.76 15.62 22.07 16.55 100.00 47.42 16.24 22.18 14.16 100.00
Ettabtlalmumta 21.99 20.94 36.04 21.03 100.00 20.55 22.12 35.17 22.16 100.00 19.17 23.84 35.75 21.24 100.00 t"

Output 52.00 17.6 ] 18.13 12.26 100.00 51.75 16.22 22.30 9.73 100.00 45.04 21.90 22.54 10.52 100.00

Ser_ceCEmployment 30.59 17.52 32.98 18.91 100,00 32.43 17,57 30.28 19,72 100,00 33,08 19,07 27,61 20,24 100,0D
E_tablishmenta 14.79 3Z94 39.62 21.65 100.00 17.69 23.68 35.39 23.24 100.00 17.10 25,74 3233 24.83 100.00

Output 61.80 6.53 20.15 I1.52 100.00 55.86 7.35 24.47 12.32 100.00 68.25 7.35 15.93 8.47 100.00

apopulation data p_tain to 1970 and 1975.

i

b Agricultural data pertain to 1971. Clndustrial and service data pertain to 1967, 1972 and 1975.

NCR - Manila and Rizal; MP (Metropolitan Periphery) - Central Luzon and Southern Tapio8; TAR (Traditional Asricultural Region) -

Ilocoe, Bicol and the Vinyas regions; FR (Frontier Resioa) - Casayan Valley and the Mindanao regions.

Sources: 1970 and 1975 Population Census; 1971 Agricultural Censu_ 1967 mul 1972 EconomicCemms; 1975 CemmoaE_abltshments



Table 3.11. Broad RegionalGrowth Ratesof Populationand EconomicActivity, RegionalAwarenessPeriod (1967-75)
(in percent)

1967-72 1970-75 _

NCR CIR TAR FR PHIL.. NCR CIR TAR FR PHIL. _

Population "

Total 4.63 3.65 2.06 2.80 2.79 z

Urban 4.85 5.36 4.74 4.59 5.05
Rural - 1.82 1.21 0.94 2.26 1.43 =

Economic A ctivity

Industrial Employment 3.53 4.74 4.96 5,90 4.98 6.32 6.43 5.24 -0.23 5.07
Industrial Establishments 6.35 7.68 7.28 8.94 7.81 2,00 4.67 4.93 2.92 4.38

Industrial Output 1.88 -2.25 2.38 -6.22 -I.78 10.64 15.29 16.30 18.93 15.88
Service Employment 10.41 9.97 7.27 10.04 9.12 -2.76 -2.03 -6.30 -2.57 -3.39
Service Establishments 16.67 10.17 10.05 14.18 9.31 -5.06 -2.86 -6.84 -1.85 -3.99
Service Output -4.69 -4.25 1.09 -1.41 -2.75 24.79 23.94 1.16 2.97 16.73

NCR " Manila and Rizal; CIR (Central Industrial Region) - NCR, Central Luzon and Southern Tagalog; TAR (Traditional Agricultural

Region) - Ilocos, Bicol and the Visayas regions; FR ( Frontier Region) - Cagayan Valtey and the Mindanao regions.



Table3.12. SelectedCharacteristicsof EconomicActivity, by BroadRegions,RegionalAwarenessPeriod(1967-75)
1971.721 19751

Region/Activity AvezageSizeof Rims LaborPt_o- CapitalPro- Factor Region/Activity AverageSizeof F'urms LaborFro- CapitalPro- F_or
dacfivity ductivity Intensity ductiviW ductivity Intensity

NtF YfF FA/F Y[N Y/FA FAitH NfF YIF FA/F YfN Y/FA FAIN

NCR

Primary 16.50 ...... 72.00 P49,927
Industrial 112.29 P2,141,713 P2,467,204 P19,072 [30.87 P21,9"/1 10t.ll 2,074,595 P1,066,829 P20,519 PI.94 P10_551
Services 60.89 567,189 1,944,229 9,315 0.29 31,929 20.99 458,238 255,952 21,826 1.79 12,191

CIR

Primary 6.28 ..... 32.27 154,656
Industrial 106.37 2,146,070 2,608,194 20,176 0.82 24,521 92.64 2,249,284 1,347,526 24,279 1.67 14,546
Services 53.92 464,802 1,785,741 8,621 0.29 29,242 ]8.07 347,368 196,867 19,221 1.76 10,898

TAR

8.36 ..... 33.46 134,788 - gPrimary
Indusb'ial 94.20 2,332,080 2,519,593 24,757 0_93 26,747 79.45 2,507,080 1,154,707 31,567 1.58 15,262 ¢3

Serviom 34.50 386,962 301,900 I 1,217 1.28 8,751 13.57 151,279 59,991 1!,853 2.52 4,422

Fit e"

Primary 6.01 ..... I 17.41 1,030,020 -
Industrial 133.51 1,708,487 3,284,631 12,832 0.52 24,669 103.68 2,242,861 1,457,613 17,819 1.54 14,059 _

Services 28.61 205,838 198,198 7,195 1.04 6,929 11.87 86,708 30,220 7,305 2.32 3,153

Pkih'ppines

Primary 6.82 ..... 59.40 353,703 -
Industrial 106.98 2,133,502 2,667,848 19,944 0.80 24,939 91.07 2,302,328 1,319,135 25,281 1.75 14,485

Services 45.44 407,032 1,063,053 8,957 0.38 23,394 15.86 252,830 135,O95 15,941 1.87 _,518

I For large establishments only, defined as those ha_ag 10 or more employed workers. =

N/F = Employment/Establishment, Y/F = Output/Establishment, FA/F = Fixed Assets/Establishment, Y/N = Output/Employment,

Y/FA =Output/Fixed Assets, FA/N = Fixed Assets/Employment. _o
NCR = National Capital Region "_

Sources: 1971 Census on Agriculture and Fisheries, 1972 Economic Census and 1975 Census of Establishments.
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and economic non-integration as well as to the vanishing economic potentials
in these regions. Moreover, social overhead capital became increasingly ina-
dequate. Thus, it becomes apparent that the spatial impact of resettlement
policies on the growth of FR could not be sustained indefinitely. The inte-
gration of FR into the Philippine space economy warrants a concerted devel-
opment of these regions.



CHAPTER 4

DETERMINANTS OF MANUFACTURING
CONCENTRATION

The emergence of Manila and more broadly the Central Industrial
Region (CIR) as the country's economic core is an issue that requires an
understanding of factors affecting the industrial location decision of firms.
Manufacturing industries have been singled out to account for the polariza-
tion phenomenon because of the following considerations. First, manufac-
turing claims a large proportion of industrial activity and as the most dynamic
component of the industrial sector, it induces the ancillary growth of related
economic activities. Second, manufacturing is relatively free to locate any-

where, i.e., it tends to be more responsive to economic policies. Third, to the
extent that the existing spatial structure of industries is the cumulative mani-
festation of the firm's perception of an optimum economic location (based

on regional comparative advantage, scale economies and amenity resources),
we can posit that the primate city or the Central Industrial Region (for
example) represents the most viable location of manufacturing industries
relative to alternative locations. 1

Within the developing country context, the spatial concentration of
industrial activity is commonly attributed to the initial locational advantage
of the core industrial region, the scarcity of investment resources, the un-
availability of relevant information pertaining to remote regions thereby aug-
menting the uncertainty of the investment decision outside the core region,
the lack of sufficient amenities to induce highly skilled entrepreneurs and
technicians to locate outside the urban-industrial center, the necessity of

personalized contacts in conducting business negotiations due to the volatile
economic conditions of LDCs, the inadequate transportation network,

and the capital region's status as the country's financial and administrative
center, and as the most preferred area of destination for migrants (Alonso
1968a, 1968b, Richardson 1979, 1980). Specifically, Hay (1979) identifies

ISee Alchian(1950), Tiebout(1957), Perloffandothers(1960) and Muth(1972).

129
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• and tests three commonly-offered explanations in describing• industry's
tendency to concentrate geographically,, namely: the "regional hypothesis"
which argues that the internal dynamism of certain regions stimulates indus-

trial development, the region's comparative advantage arising from factor
endowments implied by the Hecksher Ohlin theory, and those traditional
location factors (such as distance costs, economies of scale and immobile
resources). Hay's empirical findings suggest that the latter provides the most
useful framework in the analysis of industrial location in developing countries.

This chapter sketches the spatial evolution and the existing distribution
of manufacturing activity. It likewise attempts to identify the determinants
of its spatial concentration, specifically in Manila and more broadly in the
CIR, highlighting the effects of industrial and trade policies.

Historical Overview, 1900-75

During the Colonial Period (1903-39), the agricultural regions of TAR,
Central Luzon and Southern Tagalog, while accounting for a substantial

albeit declining share in manufacturing enlployment (from 90 to 70 percent),
experienced negative growth rates 2 (see Tables 4.1 and 4.2). The f'uTn's
response to the agricultural milieu consisted in an enlarged share in manu-
facturing establishments at the agricultural regions and a •buoyant growth in
1903-18 which somehow plunged to a low growth level in 1918-393 .(Tables
4.3 and 4.4). Another manifestation of the prevailing economic climate then
was the expanded share of resource-oriented industries such as food manu-

facturing, beverages, wood and cork products, and paper and products from
46 percent in 1903 to 62 percent in 1939 (Appendix Table 12). Altogether,
the relative concentration of manufacturing establishments and employment
at the agricultural regions resulted partly from the predominance of house-
hold industries and the essentially agro-based structure of manufacturing
industries, interlaced with the primary product export strategy pursued by
the colonial government (see Chapter 3).

Meanwhile, the sizeable share of the National Capital Region (NCR-
Manila and Rizal) in manufacturing value of production and such economic

2Attributable to a large extent to the change in the employment reporting unit
from household (1903, 1918) to business establishment (1939).

3The inclusion of household industries in the 1918 (and 1939) definition of business
establishment biased the 1903-18 figures. The poor growth performance for 1918-39 was
a response to the unfavorable world market for agricultural products (Chapter 3).



Table 4.1 RegionalSharesin Manufacturing Employment, 1903-75
(in percent)

Re,on 1903 1918 1939 1948 1961 1967 1972 1975

Centraflndustrlal 29.54 29.63 31.35 46.60 67.75 64.20 62.00 64.53

NCR 6.48 7.53 16.19 29.40 53.66 5'1.25 46.00 46.84
Central Luzon 9.39 8.09 6.64 7.34 7.27 7.22 9.19 7.73
Southern Tagalog 13.67 14.01 8.52 9.86 6.82 5.73 6.81 9.96

1kadttionatAg, r_lturaf 67.14 66.41 55.72 41.47 20.49 18.68 19.93 20.72

lloeos 15,t2 13,28 14.74 6.99 3.75 2.89 3.91 3,69
BieaK 8.38 t0.08 9.88 4.85 2.34 2.15 2.77 3.62
Westem Visayas 19.27 I9.50 7.86 10.51 7.20 6.96 7.40 6.45

Central Visayas 14.29 [6. [9 10.65 11.89 5.61 5.28 4.52 5.76

Eastern Viaayas 10.08 7.36 12.59 7.23 1.59 1,40 1.33 1.20

Fronaer 3.32 ,3.96 12.93 11.93 11.76 17.12 18.07 14.7_

Cagayan Valley 0.80 0.62 1.03 2.17 1.52 2.11 2.12 2.61 _,_
Western Mindanao 0.26 0,40 8,76 1.67 i .63 1,50 2.19 i .40 _4
Northern Mirtdanao 2.13 2.44 2.04 4 93 3.44 4.06 3.48 3.49 ,._
Southern Mindanao 0.11 0.34 0.45 1 71 2.40 5.80 7.18 4.73
Central Mincianao 0.02 0.16 0.65 1 45 2.77 3.65 3.10 2.52

100.00 100.00 100.00 109.00 100.00 100.00 100.00 100.00
¢'/

Phllfpptn_ (959,670) (865,698) (398,500) (170,956) (358,799) (518,862) (643,414) (719,014)

Note: Fil'm_ tn t_'eathesm re_eJeat totalm_actmm8 empLoyme_..
_Natio_alCa_aatP._ion) ladadu Idsaila_ Ki_. _Z

The_ wu a ,_,___ mtke ,_ti_i unit for emplaymeat tram heuuaold (1903-18) to buJiae__t (1939-75). In 1939,
a bm_eu eetabl_thm_t inel_tglod ita[Jg4_oed hou_ehuld ]ndunl'_s (thO(le with Ira itwaulfl ptoductio_t oleO0 olr more). The pef-

tiaeat Ceamudata oa erapiaymentfrom 1948the_'e*ftef_fef to tho_ duly Rceasedbm_ae_e_abli_m_ts.
_: EeonomicCemm(1903, 1918. 1939,1948, 1961, 1967tnd 1972) and 1975 Ce_m_of EIOhlt_hmeatJ. _t.m



Table. 4.2 Regional Employment Growth in Manufacturing, 1903-75 _-,
(in percent)

G_
=O

Region 1903-18 1918-39 1939-48 1948-61 1961-67 1967-72 1972-75 "_

Central Industrial -0.67 -3.39 -4.40 9.34 5.39 3.67 5.16 _

NCR 0.32 -0.03 -2.47 11.34 5.53 2.16 4.40 _=
Central Luzon -1.67 -4.41 -7.19 6,02 6.22 9.57 -2.05
Southern Tagalog -0.52 -5.95 -6.76 3,03 3.29 8.06 17.82 ._

r_

TraditionaIAgricuftural -0.76 -3.92 -10.79 0.29 4.71 5,76 5.12

Ilocos -1.54 -2.08 -14.72 0.95 1.86 10.89 1.75
Bicol 0.54 -2.09 -14.42 0.11 4.78 9.89 13.35 O

-n
Western Visayas -0.61 -7.97 -5.41 2.95 5.72 5,70 -0.87
Central Visayas 0.14 -5.75 -7.10 -0.08 5.30 1.19 12,50 ._
Eastern Visayas -2.74 -1.16 -13.07 -5.98 4.10 3.22 0.99

O
Frontier 0.50 2.44 -8.85 5.98 13.21 5.54 -3.01 _r

Cagayan Valley -2.35 - 1.2(_ - 1.02 3.11 12.33 4.49 1 t .32
Western Mindanao 2.18 12.30 -22.14 5.90 4.89 12.62 10.58
Northern Mindanao 2.13 -2.85 0.37 3.11 9.28 2.26 3.87
Southern Mindanao 7.29 -2.42 5.03 0.76 23.23 8.94 -9.75
Central Mindanao 15.00 3.27 --0.43 11.71 11.35 1.03 -3.12

Philippines -0.68 -3.30 -8.11 6.11 6.34 4.40 3.77

NCR (National Capital Region) includes Manila and RizaL

Sources: Economic Census (1903, 1918, 1939, 1948, 1961, 1967, 1972) and 1975 Census of Establishments



Table 4.3 Regional Shams in Manufacturing Establishments, 1961-75 (in percent)

Region 1903 1918 1939 1948 1961 1967 1972 1975

CentralIndustrial 55.28 36.88 14.07 .37.53 48.26 43.12 42.7_ 42.76

NCR 29.70 3.51 3.01. 16.58 28.03 22.13 20.55 18.87
Central Luzon 14.65 8.90 4.39 8.76 8.94 10.08 10.66 10.46
Southern Tagalo8 10.93 24.47 6.67 12. t9 11.29 10.91 I t .54 t3.43

Traa_'onal Agrtcuttura/ 42.51 59.87 69.58 48.07 34.78 35.53 35.21 35.81
I=lq

Ilocos 5.01 10.44 24.86 9.88 9.39 8.65 10.55 10.68
Bicol 5.53 7.68 ] 1.68 5.73 5.86 5.42 6.62 7.37 _e_
We,stem Visayas 23.56 F6.76 4.29 11.88 7.2 ! 10.52 9.86 9. i7

Central Visayu 7.31 12.93 12.40 10.92 7.82 7.58 5.18 5.58
Eastent Visayu 1.10 12.06 ] 6.35 9.66 4.50 3.36 3.00 3.01

Fron_er 2.2__/I 3.25 t 6.35 ]4.4_ 16.96 21.35 22.04 21.43

Cagayan Valley 0.46 t .27 0.78 3147 3.34 3.36 4145 4.71
Weatem [tiindanao t. ! 7 0.34 12.86 3.00 2.27 5.39 2.85 2.80
Northern Minda=uto 0.58 1.41 2,03 3.97 3.33 3.49 4.43 4.38 tam

Southern Mindmtao - 0.15 0.30 1.91 3.68 5.58 6.69 6.0"/ _.
Central Mhutanao - 0.08 0.38 2.05 4.34 3.53 3.62 3.47

100.00 100.00 100.00 100.00 100.00 100_ lO0.O0 100.00

Philippines (3,256) (129,407) (139,407) (29,463) (37269) (46,229) (67,528) (77,291)

Note: Figures in parentheses denote total number of manufacturing establishments.
NCR (National Capital Region) includes Manila and Rizal.

*,q

Manufacturing establishment in 1903 refers to those producing manufactured goods worth FI,000 or more annually. 1918 and
1939 manufacturing estabUshme._t includes in addition those household industries with an annual production value
of PI00 or more. From 1948 thereafter, Census data on manufacturing establishment is limited to duly-reg/stered business Z
establishments.

Sources: Economic Census (1903, 1918, 1939, 1948, 1961, 1967 and 1972)and 1975 Census of Establishments.



Table 4.4 Regional Establishment Growth in Manufacturing, 1903-75
(in percent)

Region 1903-18 1918-39 1939-48 1948-61 !961-67 196%72 1972-75

Central Industrial 24.44 -4.33 -5.57 3.99 1.68 7.69 4.61

NCR 10.87 -0.39 1.54 6.29 = -0_39 6.28 1.67
Central Luzon 23.67 -3.08 -8.28 2.08 5.70 9.10 3.95 -_

Southern Tagalog 34.90 -5.93 -9.08 1.30 3.02 9. I0 10.02

TraditionalAgricultural 30.80 1.13 -17.50 -0.69 3.98 7.68 5.20 Z

Itocos 34.26 4.83 -21.94 1.51 2.19 12,26 5.02 o
Bicol 30.68 2.51 -20.28 2.10 2.28 12.27 8.41
Western Visayas 24.98 -6.22 -5.21 -2.08 10.36 6.48 2.09
Central Visayas 32.80 0.15 15.47 _0.76 3.08 -0.06 7.29 rn
Eastern Visayas 49.93 1.90 -18.79 4.12 -I .32 5.46 4.79

Frontier 31.15 8.83 -15.48 3.27 7.66 8.56 3.62

Cagayan Valley 36.76 - i .99 -0.65 1.60 3.72 12.26 6.66
Western Mindanao 17.66 20.42 -26.00 -0.32 19.68 -5.00 3.89
Northern Mindanao 35.61 2.26 -8.47 0,52 4.39 13.11 4.24
Southern Mindanao 3.90 2.97 7,40 11.05 11.87 1.26
Central Mindanao 8.71 1.45 8.20 0.09 8.46 3.17

Philippines 27.85 0.38 -14.39 1.92 3.61 7.87 4.60

NCR (National Capital Region) includes Manila and Rizal.
Source:EeoaomieCensus(1903, 1918,1939, 1948, 1961, 1967, 1972and 1975).
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indices as largeness in firm size (whether expressed as employment/f'nan,
output/firm or fixed assets/firm), labor productivity and capital intensity
revealed NCR's nascent comparative advantage in manufacturing pursuit
toward the second half of the Colonial Period, 1918-39 (See Table 3.4).The
emergence of NCR as the country's industrial core gained full momentum
during the buoyant phase of the Import Substitution Period (1948-61 ) when
its-share in manufacturing employment soared from 29 percent in 1948 to
54 percent in 1961, and employment growth rate was 11 percent. NCR's
share in manufacturing establishments likewise mounted from 17 percent
in 1948 to 28 percent in 1961 at the rate of 6 percent. Marking the transi-
tion phase of the Import Substitution Period (1961-67) was the slight dec-
line in NCR's share in manufacturing output, employment and establishments
which trend was generally perpetuated through 1975. Although the Metro-
politan Periphery (MP-Central Luzon and Southern Tagalog) during the
postwar years ranked next to NCR in manufacturing activity, the subsequent
widening of the manufacturing core to embrace MP became evident from
1972-75 when its manufacturing output growth peaked (see Tables 4.1 to
4.5).

Spatial Distribution of Manufacturing Activity, 1975 4

Manufacturing industries at the 3-digit classification level produced
more than half of their output in Manila, except for such resource-based

industries as food manufacturing, leather and products, wood and products,
paper and products, non-metal products and iron and steel s (Table 4.6).
Sugar refineries of Western Visayas captured 44 percent of the food manu-
facturing output with the broader Traditional Agricultural Region claiming
roughly 60 percent of the food industry. The Frontier Region supplied 64
percent of the wood industry output while estimates indicated a 51 percent
contribution of Central Mindanao to the iron and steel industry. To the
CIR accrued 59 percent and 82 percent of the output of the non-metal
and paper industries, respectively. The leather industry wholly situated
at CIR (Appendix Table 18).

4The ensuing discussion refers to large manufacturing establishments (those with 10
or more employed workers) due to unavailability ofl_ublished data on small manufactur-
ing establishments at the time of writing.

5Food manufacturing, wood and products, petroleum refineries and non-metal

products likewise demonstrated a dispersed pattern in manufacturing employment and



Table 4.5 Regional Shares and Growth of Manufacturing Output, 1961-75
(in percent)

Share [ntcrcensal Growth Rate _-t
Re#on

1961 }967 1972 1975 1961-67 1967-72 1972-75

Central Industrial 74.26 71.28 72.32 74.28 t 6.06 -3.68 14.85

NCR 55.19 54.00 55.95 47.24 16.43 -3.27 7.59
Central Luzon 10.25 6.06 10.89 13.29 %04 8.01 21.63

Southern Tagalog 8.82 1t .22 5.48 13.75 21.64 -16.79 54.68

Traditional Agricultural 19.83 15.43 16.16 17.42 12.08 -3.3_._.__/I 16.72

llocos t.57 1.49 1.55 1.23 15.89 -3.19 5.24

Bicoi 0.79 1.29 1.08 0.73 27.00 - 7.28 -0.15
Western Visayas 11.95 8.43 8.38 9.16 t0.26 -4.08 17.26
Central Visayas 4.92 3.34 4.33 5.37 9.55 11.61 22.31

Eastern Visayas 0.60 0.88 0.82 0.93 24.41 -5.32 19.09
v_

Frontier 5.91 13.29 1 t.52 8.30 33.74 -6.67 2.09

Cagayan Valley 0.63 0.99 0.65 0.63 26.17 -11.83 12.79
Western Mindanao 0.79 0.45 1.19 0.57 6.13 16.90 -I0.66
Northern Mindanao 1.86 3.82 2.12 2.59 31.75 -14.66 21.76
Southern Mindanao 1.28 4.11 5.31 2.20 41.87 1.11 -15.10
Central Mindanao 1.35 3.92 2.25 2.31 39.58 - 14.05 14.75

Philippines 100.00 |00.00 100.00 100.00 t6.86 -3.96 13.84

0P4,362) (P11,108) (P9,076) (P13,388)

Figures in parentheses are census value added estimates expressed in million of pesos at
1972 constant prices.
NCR (National Capital Region) includes Manila and Rizal.
Sources: Economic Census (1961, 1967 and 1971) and 1975 Census of Establishments.



Tabte 4.6 Share of Manila and CI R in Manufacturing Activity, 1975

PSI(; F.._abS_mnents pe_rmnsEmployed Cemn=VatueAdded
Cede ]huhubT" l'tL_p- Pe]'cem PhiSp- Percent _ I_rc_at
No. p_.¢s Manila CIR pines _nila CIR _ M_nih, C2R

3 ldaau:Factu.fiag 6,391 51.60 69.33 5'11.737 58.07 72.77 21,029,696 48.26 74.90

311 Food 1,318 28.98 49.62 82,7.43 25.69 42.62 4,175,695 13.81 28.76
312 Otherfood p6educts t76 37.50 63.64 [8,199 36.72 76.48 581,258 66.50 92.57
3t3 Bew,4nq_J 91 29.67 43.96 27,868 30.70 50.17 2,886,236 75.61 79._
314 Tobies 37 64.86 72.97 20_341 85.87 88.82 1,361,80t 96.73 98.42

321 Texiht_ 431 54.52 78.42 72,487 71.91 94.77 t,843,361 67.27 97.53 F_
322 WearbtgAppttet 576 46.88 74.13 32,912 78.49 95.32 231,148 77.15 96.94
323 Luther tnd products 52 63.46 LOO.00 2,259 43.69 100.00 26,464 30.91 100.O0

324 Footwear 163 69.9_t 95.71 3,800 69.53 97.21 19,371 76.10 96.46
331 Woode_ntdproduct= 483 26.7 [ 57.76 43.576 11.66 20.16 702,447 14.95 22.49
332 FumRm_ =rodt*txture_ 322 51.86 74.84 ]0.929 57.87 73.34 82,529 62.85 76.86
341 Papertnd product= 103 77.67 86.41 10,751 $9.95 74.28 499,947 41.27 81.92
342 Pt'_tinlt=rodpublish_a 350 70.29 74.29 12,451 82.98 85.48 160,593 88.83 90.84
351 I.tuleatrt__ 88 61.36 72.73 7,776 54.14 70.45 517,844 50.50 83.04
352 Otl=mchemicalproduct= 178 80.34 88.76 20,136 87.48 91.79 914,890 84.53 95,93 ='t'j
353 Petroleumt'efineries 5 100.00 1,629 100.00 3,213,382 IGO.00
354 petrokem, coal pmductt 6 50.00 66.67 14,B 67.57 76.35 13,547 77,n8 87.72
355 Rubberpmdacts 88 67.05 78.41 9,506 8L.39 84.89 309,221 92.43 94.26 Z
356 _ pt"od'u_,p,..e.c. 169 88.17 9.4.08 14,749 92.96 98.10 276,746 94.10 98.89
381 Pottery, _ earthenware 21 61.90 61.90 2,345 53.69 53.69 76,455 80.38 80.38 _.
362 Glareandl_eda_t 27 81.48 81.48 6,032 TL I l 77.1L 121,304 01.04 81.04
369 N_-metel woda_t 195 34.87 65.13 I_,502 4 t .89 72.56 544,997 23.19 59.0]

71 Ircm=mdsteer 75 85.33 8.5.33 8,713 82.66 82.66 571,247 43.22 43.2272 Ncm.ferm,mtmetat 22 95.45 95A5 1,266 92.81 92.81 76,419 97.82 97.82
381 Met=Jproduct= 363 79.61 82,64 22,326 90.24 91.81 521,346 93.46 94.12
382 Mtch_ery 337 61.42 69A4 16,036 71.84 78.54 375,922 83.94 90.05
383 _ machinery 141 90.78 95.74 21,682 91.54 94.70 542,921 86.17 90.17
384 T_ eqttipment 281 71.$3 82.92 L9,690 71.21 76.17 795,618 69.59 90.06
385 Pm fe=_onalgoeda [5 80.00 100.00 1,341 85.23 100.00 13,969 90.72 100.00 _Z¢3
390 Otharma_ 278 33.09 4i.00 7,044 50.51 59.77 72,018 53.84 58.60

refer to large manufacturing establishments defined as those having 10 or more emp!oyed workers.
includes the 4 cities and 13 municipalities comprising Metropolitan Manila. CIR (Central Industrial
embraces Manila, Central Luzon and Southern Tagalog.

thousand pesos at current prices t=m

Census of Establishments.
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The prevalence of a resource-based industrial structure in the regions

outside Manila was supported by regional data: food industry figured pro-
minently in the manufacturing activity of Western Visayas, Eastern Visa-
yas, Southern Mindanao, Bicol and Central Visayas; the wood industry
dominated Cagayan Valley and Western Mindanao; Central Mindanao bene-
fited much from the iron and Steelindustry; non-metallic industries abounded
in Ilocos; and petroleum refineries claimed a substantial share in the manu-
facturing output of Central Luzon and Southern Tagalog (Appendix 19).

Table 4.6 and Appendix Table 20 show that CIR provided 73 percent
of manufacturing employment and siphoned 74 percent of the aggregate
manufacturing wage bill. 6 Western Visayas_ Central Visayas, Southern
Mindanao and Northern Mindanao provided 19 percent of manufacturing

employment. Altogether, the CIR Plus the four regions accounted for 92
percent of manufacturing employment with the four being identified as
industrializing regions (World Bank 1980a). Some 52 percent of manufac-
turing establishments situated in Manila, expanding to 70 percent for the CIR
as a whole. CIR likewise enjoyed the back-up of abundant capital equipment
and liberal subsidy programs (Appendix Table 20). On the other hand,
Cagayan Valley, Central Mindanao, Western Mindanao, and Eastern Visayas
combined attracted only 5 percent of manufacturing establishments. This
dearth in business enterprises could be attributed to the unfavorable peace
and order conditions and the resulting high premium on risk and uncertainty
in those troubled regions.

An Empirical Model of Manufacturing Concentration ?

A striking feature of the distribution of manufacturing activity is its
spatial concentration, particularly in Manila and more bodily in the CIR
(Manila, Central Luzon and Southern Tagalog). In 1975, Manila was thd
site of 58 percent of manufacturing employment, 52 percent of manufac-
turing establishments, and 48 percent of manufacturing output. More

establishments. However, manufacturing firms and employment m the leathercraft and
printing industries as well as iron foundries still clustered in Manila.

6Manila, capturing 58 percent of manufactuiring employment paid 61 percent of

the aggregate manufacturing wage bill (Appendix Table 20).

7This framework benefited much from discussions with Professor Rieliard F. Muth

of Stanford University.
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remarkable is CIR's share in manufacturing activity: 75 percent of output,

73 percent of employment and 69 percent of establishments. Furthermore,
three industry groups at the three-digit classification level are wholly con-
centrated in CIR, namely, leather and products, petroleum refineries and
professional goods. Out of the 29 manufacturing iridustries, 17 have more
than 90 percent of their output accruing to CIR. They include other food
products, tobacco-processing, textiles, wearing apparel, leather and products,
footwear, printing and publishing, other chemical products, petroleum
refineries, rubber products, plastic products, non-ferrous metals, metal
products, machinery, electrical machinery, transport equipment and profes-
sional goods.

Weberian industrial location theory suggests that the location of eco-
nomic activity is determined primarily by resources, markets, labor supplies
and agglomerative economies. The latter represents reductions in transporta-
tion costs achieved by the spatial concentration of economic activity. Under-
lying this theory is the notion of transport cost minimization. In the real
world, the locational preferences of firms is not wholly attributable to those
economic factors cited in the Weberian framework. To a certain extent,
firms inadvertently respond to some economic policies which, although

not designed to effect a particular spatial configuration in the economy,
nevertheless reinforced the operation of those market forces favoring a

specific location for manufacturing activity - the so-called implicit spatial

policies. Hence,'a model that explains the spatial concentration of manufac-
turing activity in terms of Weberian economic factors and policy variables is
called for.

Dependent Variable

The concentration of manufacturing activity in Manila and CIR, denoted

by p, is measured as the fraction of (a) total large establishments, (b) total
employment and (c) total value added that is accounted for by Manila and
CIR. Because p is bounded by 0 and 1, a more suitable specification is p* =
pl(1-p) so that the upward constraint disappears.

Explanatory Variables

Input Variables

1. Fraction of material inputs from primary industries. Firms having
a high ratio of primary inputs relative to total intermediate inputs (the so-
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called resource-based industries) are expected to locate in resource-rich
regions in order to reduce the transport costs of primary inputs. Hence, this
variable is presumed to favor the regional dispersal of manufacturing activity.

2. Fraction of material inputs coming from Manila firms. This repre-
sents the backward industrial linkages in manufacturing activity, giving rise
to the agglomerative tendency of manufacturing firms.

3. Fraction of imported material. This represents the import-substi-
tuting consumer goods bias of Philippine manufacturing and the resulting
relative cheapening of imported raw materials, intermediate goods and
capital goods considered "essential" to the domestic production of these
industries. Since Manila is the country's administrative and financial center
and the locus of the country's principal port, we can expect those industries
having high import dependence to be located in Manila.

Output Variables

1. Fraction of output to Manila final demand. Market orientation

refers to an industry's tendency to locate at a major population center and/
or a relatively high proportion of its output sold to final demand. It results
from a firm's attempt to reduce the cost of transporting the output that it
sells to final consumers by locating near the market where the sale is made.

Since Manila is the nation's premier city and noting that, except for food
processing, industries concentrated in Manila and CIR tend to have a high
proportion of output sold to final demand, we would expect this variable
to favor manufacturing concentration in Manila.

2. Fraction of output exported. The increased profitability of export
production, as manifested in the much-improved performance of nontradi-
tional exports in the 70s, has been attributed to the de facto peso devalua-
tion of February 1970, the world commodity price boom in the early 70s,
the unlimited size of the world market, the Export Incentives Act of 1970

and other policy measures directly aimed at stimulating industrial exports
(Bautista and Power 1979). Furthermore, we can assume that the change in
policy climate prompted existing and new firms to switch from the produc-
tion of manufactured goods for the domestic market to export-oriented

production because of the following considerations: (i) manufacturing activi-
ties are more responsive to policies, and (ii) the documented excess capacity
in Philippine manufacturing (Bautista 1972) made the increased production
of manufactured goods demanded by the world market virtually costless in
terms of additional capital outlay. With Manila's locational advantage and
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the above considerations, we would expect this variable to raise Manila's
concentration of manufacturing activity.

Labor Force Variable

Averagewage rate for industry workers. That Manila has the highest
ratio of skilled to semi-skilled and unskilled workers in 1975 (Table 1.1)

suggests the prepoderance of skilled workers in Manila. This is attributable
to labor market amenities defined to include the presence of more varied

skills, superior training, a large pool of labor supply and better organized
placement services, and the capital-intensive bias of Philippine manufacturing
displacing semi-skilled and unskilled workers. Assuming that wage differen-
tials reflect relative differeces in skills among workers, a possible proxy
variable for skill intensity is the wage rate, which presumably would take on
a lower value on the average for establishments that employ more unskilled

workers (Hife 1977).. Hence, the presence of skilled workers in Manila
reinforces manufacturing concentration.

Policy Variables

1. Effective rate of protection. This represents the proportionate
increase in domestic value added per unit of output over free trade value
added per unit of output as a result of tariff protection. 8 Tan (1979)
shows that the structure of protection in the postwar period induced the

expansion of import-substituting manufacturing industries. Since these
protected industries rely heavily on imported raw materials and capital
goods and avail largely of tax and credit privileges (ready obtainable in the
t-mancial and administrative center), they would thus tend to locate in
Manna.

8Let V i = world market value added per unit of j; Vj' = domestic value added per

unit j; Y. a_ = total intermediate inputs used in the production of one unit of j; Tj =
tariff levied on one unit of j; and Ti = tariff levied on one unit of i where i = input, j ="

output.

(1) Yj = 1- _,, aij

(2) Vj = 1+ Tj - _ aij(l+T i)

(3) Tj = V; - V i is the effective protection rate

vj
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2. Capital intensity and average size of fLrms. The capital-intensive
bias of manufacturing industries has been related to the trade policies
adopted in the following manner: (i) the use of imported technology re-

quiting high capital intensity in the import-substituting consumer goods
industries, (ii) the artificial under-pricing of imported capital, and (iii)
consequently, the failure of intermediate technology using indigenous
materials to develop. Similarly, the prevalence of large firms and the discri-
mination against small and medium-scale industries have been attributed to
the .various industrial policies. Hence, we can expect these variables to favor
Manila manufacturing concentration.

Manila Concentration 9

The requirement of manufacturing firms for imported raw materials,
or the fraction of imported input (fM), appears highly significant in ex-
plaining industrial concentration. Import content of manufacturing in-
dustries reflects the locational advantages enjoyed by Manila (such as ease of
access to imported machineries and raw materials and to government offices
that issue import permits and foreign exchange allocations) which became
critical during the Import Substitution Period (1945 - 67) and continued

to play an important role in the subsequent phase. By contrast, primary
input requirement (fPI and LNfPI) seems to operate strongly against Manila
concentration or alternatively stated, to favor the spatial dispersal of manu-
facturing activity. This indicates that resource-based industries tend to locate
in resource - rich regions outside Manila.

Export orientation of manufacturing firms (IX), an output variable,
significantly explains the locational preference for Manila of manufacturing

activity. This is partly due to Manila's status as the country's principal
port and to the export promotion policy of the 70s which started the trend
towards manufactured exports. The insignificance of the market orientation
variable (fFD-NCR) may be due to some inherent data limitation. 10

Likewise, the abundance of skilled workers in Manila (AWRNCR and

LNWRNCR) significantly contributes to manufacturing concentration in

9Discussion is based on Table 4.7

10A more correct specification of the ,narket orientation variable warrants
a detailed market study for each manufacturing industry. The prohibitive cost forced
us to settle for an apparently inadequate proxy variable.

Data paucity likewise precludes the appropriate specification of such variables
as backward linkage and forward linkage of manufacturing industries.
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Manila. The presence of labor market economies, the relatively high urban
wage rates attracting the skilled workers of the other regions, and the strong
preference of entrepreneurs and technicians to settle in the premier city
make Manila a rich source of skilled labor. This constitutes an added

attraction of Manila vis-a-vis manufacturing industries, including the capital
intensive ones.

The regression results also indicate the importance of effective protec-
tion rate (WTEPR) and the size of firms (LN/F-NCR and LFA/NCR) in
determining manufacturing concentration. These factors appear to be directly
related to the Import Substitution Period (Bautista, Power and Associates
1979). ll Industries thus located in Manila in response to the favorable
policy climate of that period.

CIR Concentration 12

Basically, CIR manufacturing concentration is positively influenced by
the import content of manufactured products and technological character-

istics of manufacturing firms as firm size (FA/F CIR) and capital intensity
(K/L-CIR). As noted earlier, these variables have been related to industrial
and trade policies in the postwar period.

CIR concentration, on the other hand, tends to be weakened by a factor
that reinforces Manila concentration, viz. the presence of skilled workers in
Manila (AWRNCR). This can be interpreted as a response to a market force.
The insignificance of WTEPR in explaining CIR concentration seems con-

sistent with the above finding that protected industries locate in Manila.
Other factors not captured in the analysis but are often cited in explain-

ing the spillover and the widening of the industrial region are such variables
as rising land and congestion costs, higher business taxes, deterioration in the

quality of life and other disamenities in the urban core. This phenomenon
represents the dissipation of net agglomeration economies at the core. Weber
(1929) contends that agglomeration inevitably occasions an increased de-
mand for land due to the higher marginal utility of land in the core region
and the resulting higher valuation of this marginal utility by speculators.

1 IThat capital intensity turned out an insignificant factor in explaining Manila
concentration may suggest the obsolescence of capital equipment in Manila as
investments in capital equipment axe channelled to the Metropolitan Periphery (Central
Luzon and Southern Tagalog) manufacturing firms (Appendix Table 24).

12Discussion is based on Table 4.8.
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This is translated into a rise in land values. To avert an escalation in produc-
tion costs, producers would tend to decentralize the production process. It is
then that the deglomerative tendency sets in.



Table 4.7. RegressionResultsfor Manila Concentration

R2, F-statistics Dependent Variable Explanatory Variables Constant

Specification 1 CRCVANCR fPl fM fFI)-NCR fX AWRNCR WT EPR
R 2 - 0.52t4 -29.7647 1;9286 1.4345 51.6786 6,0920 0.1837 - 8.1144

F - 6.0836 (- 2.7465)*** (2.9278)*** (0.4079) ( 3.9062)*** (2.05I 8)* (4.4858)***

Specification 2 CRCVANCR fPi t2vl flq)-NCR IX AWRNCR N/F-NCR
R 2 - 0.4055 -28.6724 1.9780 1.6345 57.0626 3.7279 0.04t 1 - 9.2623

F - 4.1834 (- 2.3746)** (2.6545)** (0.4134) ( 3.6877)*** (!.1135) (3.4516)***

Specification 3a CRCVANCR till f_ iX AWRNCR _q" EPR FA/F-NCR --rn
R 2

- 0.5586 -24.0184 43.1031 59.8208 0.8959 (0.21 ] 1) -0.0004 -10.6836

F -6.9064 (- 3.1241)*** (3.3243)*** (4.7136)*** (1.6426) _5.0363l*** (-0.8655)

Specification 3b LNCVANCR LNfPI I'M fX LNWRNCR WT [,:PR LI.'A/I,-NCR
R2- 0.8936 - 0.1627 5.8434 3.2482 0.7847 0.0208 0,217t - 4.2968

F -40.1974 (- 2.3102)** (2.1761)** (t.2757) ( 2.7235)** (2.5763)** (0.7588)

Specification 3b LNCVANCR LNfPI fM fX LNWRNCR WT EPR LFA/F- NCR
R 2 - 0.8936 - 0.1627 5.8434 3.2482 0.7847 0.0208 0.2171 - 4.2968
F -40.1974 (- 2.3102)** (2.1761)** (1.2757) ( 2.7235)** (2.5763)** (0.7588) >_

Specification 4 LNEMPNCR AWRNCK WT EPR K/L-NCR F/N-NCR _
R2 - 0.2714 3.8497 0.02377 0.0485 133.6637

F - 2.6078 ( 3.1793)*** (1.2252) (1.1961) ( 2.0974)** 2

Note : Figures in parentheses are t-values. *, **, *** denote significance at 10%, 5*/, and 1% respectively.

Notations: m
CRCVANCR - concentzation ratio of Manila manufacturing value added; LNCVANCR - natural log of CRCVANCR; LNEMPNCR - natural log of
the concentration ratio of Manila manufacturing employment; fPI - fraction of primary input; LNtPI - natural log of fPl; fM - fraction of imported
input ; fFD-NCR - fraction of output to Manila fmal demand; fX - fraction of exported output7 AWRNCR - Manila average rate; LNWRNCR - natural
log of the ratio of AWRNCR to Philippine average wage rate excluding Manila; WT EPR - effective protection rate; FA/F-NCR - fixed assets/establish-
ment for Manila; LFA/F-NCR - natural log of FA/F-NCR; N/F-NCR-emp;oyment/establishment of Manila; F/N-NCR - reciprocal of N/F-NCR;
K/L-NCR - capital-labor ratio of Manila.

t_
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Table 4.8 RegressionResults for Ct R Concentration

R2,F-statistics Dependent Variable E×pl_matory Variables Constant _
Specification 1 CRCVACLR fPl fM fFD-CIR AWRCIR WT EPR FA/FCIR

R 2 - 0.1947 -29456976 1955042 -3536150 -3905280 -94427 896 30032416

F - 2.1281 (-0.7422) (0.6398) (-0.4300) (-1.4198) (0.5736) (2.7168)**

Specification 2 LNCVACIR fPI fM fPD-CIR fX AWRNCR N/F-CIR
R 2 - 0.1947 -9.0184 0.7819 -0.9333 -2.9748 -0.9419 0.0044 8,9371
F - 2.1025 (-1.2292) (1.7629)* (-0.6428) (-0.3027) (-2.5830)** (0.5865) _ .

Specification 3 CRESTCIR. fPI fM f'X AWRCIR WT EPR K/L CIR
R 2 - 0.2457 -28637584 1847583 31649808. -183928 -28994 182510 21051568 <
F - 1,1946 (-0. 3664) ( 0. 5522) (-0.5329) (-0.6413) (-0. 1638) ( 1.7129)*

O

Note: Figures in parenthesis are t-values. *, **, *** denote significance at I0*& 5*;, and 10j., respectively

Notations:

CRCVACIR - concentration ratio of CIR manufacturing value added; LNCVACIR - natura2 log of CRCVACIR; CRESTCIR - concentration ratio of
CIR manufacturing establishment; fPI - fraction of primary input; fM - fraction of imported input; fFD-CIR - fraction of output to
CIR fma! demand; fX - fraction of exported output; AWRCIR - CIR average wage rate; AWRNCR - Manila average wage rate; Brt" EPR -
effective protection rate; FA_F-CIR - fixed assets/establishment for CIR; N/F-CIR - employment/establishment for CIR; K/L-.CIR - CIR
capital-labor ratio.



CHAPTER 5

SUMMARY AND CONCLUSION

The structural transformation of the Philippines from an agricultural
to an industrializing economy and the concomitant shifts in the country's
spatial pattern may be viewed as responses to changing policy regimes in
addition to market forces. In the early agricultural phase of economic
development, inertial historical forces, the relative abundance of good
agricultural land and the pursuit of a primary product export-led growth
spurred the development of the agricultural regions and agro-based popu-
lation centers. Manila's prominence during the Colonial Period stemmed
mainly from its being the country's major entrepot. While Manila tended

to be parasitic on the small cities located in its immediate environs, urban
centers located farther away appeared to fare better. Towards the end of

the Colonial Period, the incipient industrialization of the economy was
noticeable.

The alteration in policy environment during the postwar years consist-
ed in the pursuit of rapid industrialization via import substitution, resulting
in the relative neglect of agricultural development. This seems to largely
account for the decline of the agricultural regions. Other contributory
factors included the deteriorating terms of the export crops, a weakened
agricultural base, high population density and resource constraints. The im-
port substitution policy reinforced Manila's historical advantage as the coun-
tiT's premier city, consequently making it the center of industrialization.

Manila thus emerged as the country's initial urban-industrial core attracting
both the population and economic resources of the other regions. At this

stage, Manila propelled 'the development of nearby urban centers apparently
benefiting from agglomeration economies and spillover effects. The diffu-
sion of the polarization phenomenon to the contiguous regions of Central
Luzon and Southern Tagalog resulted in the formation of the broader
Center Industrial Region.

147
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By 1975, the clustering of manufacturing industries in Manila had
become pronounced. Exceptions were such resource-based industries as food

manufacturing, leather and products, wood and products, paper and products,
petroleum refineries, non-metal products and iron and steel. There was a
noticeable resource-based industrial structure in the regions outside Manila.
The concentration of manufacturing activity in Manila appeared to be well
accounted for by materials orientation (backward industrial linkage and
import content of firms), demand factors (forward industrial linkage and
export orientation), labor supply (the presence of skilled workers in Manila)
bias). By contrast, raw materials orientation (high primary input requirement)
tends to favor location outside the center. However, this dispersal tendency
seems to have been outweighed by the stronger forces associated with the
import-substitution phase of the 50s through the mid-60s.

On the whole, the results show that Weberian location factors (materials
orientation, market orientation and labor orientation) and some policy
aspects adequately explain the spatial concentration of manufacturing
activity. Important, too, was Manila's historical advantage in manufacturing
activity. The subsequent widening of the initial manufacturing core into the

broader Central Industrial Region may be attributed to the technological
characteristics of manufacturing (industrial linkages, firm size and capital
intensity). Such spread effects, however, tended to be weakened by the labor
market economies in Manila and the export orientation of manufacturing
firms.

Finally, the Frontier Region's demographic and economic performance
suggests the short-lived impact of resettlement policies. That these regions
through the years have failed to become fully integrated into the national
economy despite their relatively ample resources points to such prerequisites
for development as socio-political stability, social overhead capital and a
more balanced agro-industrial growth strategy.
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Appendix Note 1

LIST OF PROVINCES AND CITIES UNDER THE NEW REGIONAL
CLASSIFICATION (As of 22 September 1976)

PROVINCE Cities

REGION I 1. Abra 1. Baguio City
ILOCOS 2. Benguet 2. DagupanCity

3. Ilocos Norte 3. Laoag City
4. Ilocos Sur 4. San Carlos City
5. La Union
6. Mt. Province

7. Pangasinan

REGION II 1. Batanes

CAGAYAN VALLEY 2. Cagayan
3. Ifugao
4. Isabela

5. Kalinga-Apayao
6. Nueva-Vizcaya
7. Quirino

REGION III 1. Bataan 1. Angeles City
CENTRAL LUZON 2. Bulacan 2. Cabanatuan City

3. Nueva Ecija 3. Olongapo City
4. Pampanga 4. PalayanCity
5. Tarlac 5. San Jose City
6. Zambales
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Appendix Note 1 (cont'd.)

MUNICIPALITIES Cities

METRO MANILA AREA 1. Las Pifias 1. Quezon City
2. Makati 2. CaloocanCity
3. Malabon 3. Manila

4. Mandaluyong 4. PasayCity
5. Marikina

6. Muntinglupa
7. Navotas

8. Paxaiiaque
9. Pasig

10. Pateros
11. San Juan del Monte

12. Taguig
13. Valenzuela

PROVINCES Cities

REGION IV-A 1. Batangas 1. Batangas City
SOUTHERN TAGALOG 2. Cavite 2. Cavite City

3. Laguna 3. LipaCity
4. Marinduque 4. LucenaCity
5. Occidental Mindoro 5. Puerto Princesa

6. Oriental Mindoro 6. San Pablo City
7. Palawan 7. TagaytayCity
8. Quezon 8. TreceMartires
9. Rizal

10. Romblon
11. Aurora (Sub-

Province)

REGION V 1. Albay 1. iriga City
BICOL 2. Camarines Norte 2. Legaspi City

3. Camarines Sur 3. Naga City
4. Catanduanes
5. Masbate

6. Sorsogon
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Appendix Note 1 (cont'd.)

PROVINCES Cities

REGION VI 1. Aklan 1. Baeolod City
WESTERN VISAYAS 2. Antique 2. Bago

3. Guimaras(Sub- 3. Cadiz
Province) 4. Iloilo

4. Iloilo 5. LaCarlota

5. NegrosOeeidental 6. Roxas
6. Capiz 7. San Carlos

8. Silay

REGION VII 1. Bohol 1. Bais City
CENTRAL VISAYAS 2. Cebu 2. Canlaon

3. NegrosOriental 3. Cebu
4. Siquijor 4. Danao

5. Dumaguete
6. Lapu-lapu
7. Mandaue

8. Tagbilaran
9. Toledo

REGION VIII 1. Eastern Samar 1. Calbayog City
EASTERN VISAYAS 2. Northern Samar 2. Ormoc

3. Western Samar 3. Taeloban

4. Leyte
5. Southern Leyte
6. Biliran (Sub-

Province)

REGION IX 1. Basilan 1. Pagadian City
WESTERN MINDANAO 1. Sulu 2. Zamboanga

3. Tawi-tawi 3. Dipolog
4. Zamboanga del Sur 4. Dapitan
5. Zamboanga del Norte
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Appendix Note 1 (cont'd.)

PROVINCES Cities

REGION X 1. Agusan del Norte 1. Butuan City
NORTHERN MINDANAO 2. Agusan del Sur 2. Cagayan de Oro

3. Bukidnon 3. Gingoog

4. Camiguin 4. Oroquieta
5. MisamisOccidental 5. Ozamis

6. Misamis Oriental 6. Surigao
7. Surigao del Norte 7. Tangub

REGION XI 1. Davao del Norte 1. Davao City
SOUTHERN MINDANAO 2. Davao del Sur 2. General Santos

3. Davao Oriental
4. South Cotabato

5. Surigao del Sur

REGION XII 1. Lanao del Norte 1. Cotabato City
CENTRAL MINDANAO 2. Lanao del Sur 2. Iligan

3. Maguindanao 3. Marawi
4. North Cotabato
5. Sultan Kudarat

Source: Presidential Commission on Reorganization PD 1 as amended by PD 742 and 879.
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Appendix Note 2

The Various Definitions of Urban Areas in the Philippines*

1939 and 1948 Urban Definitions

1939 censustook the entire population of somelargecities (Cebu and
lloilo) as urban. Also, all administrative centers or poblaciones were con-
sidered urban irrespective of population sizes.

1948 census "urban population" included all persons living only in the
poblaciones or central districts of chartered cities and provincial capitals
plus the population living in all poblaciones in all municipalities and muni-
cipal districts. 1

Limitations

I. Many of the poblaciones were small. During 1948, over half had
fewer than 2,500 inhabitants.

2. Census def'mition included the entire population living in pobla-
ciones, many of which were nearly as rural in character as the barrios.

3. There were some cities with wide administrative boundaries but
embraced a large population living in essentially rural conditions, such as
Davao City (2,211.3 sq. km.), Puerto Princesa (2,106.9 sq. kin.), and Basilan
City (1,327.2 sq. kin.).

*TakenfromMijamsand Nazaret (1973).

lIn everymunicipalityor municipaldistrictone barrio(poblacion)isthe recognized
seat of Lhelocal governmentand usually is a commercialcenter aswell.Poblacio. means
not only a political-administ_rativeterritorialunit but also a "town" in which the town
hall, church,schools, plaza,etc., are located.In addition,the centraldistrictsof chartered
cities andprovincialcapitalsare identifiedaspoblaciones.
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1956 Urban Definition

Philippine Sample Survey of Households (PSSH) of the Bureau of
Census and Statistics (BCS) defined urban areas to include entire areas of

chartered cities and poblaciones of the municipalities, including the provin-
cial capitals and Metro Manila (Manila, Quezon City, Pasay City, Caloocan
City, San Juan, Mandaluyong, Makati, Parafiaque).

1963 Urban Definition

BCS criteria of urban places included:

1. In their entirety, all municipal jurisdiction which, whether desig-
nated as chartered cities, provincial capitals or not, have a population density
of at least 1,000 persons per square kilometer. (Include Quezon City, Baguio
City, Cebu City, notwithstanding the minimum density rule.)

2. For all other cities and municipalities with a population density
of at least 500 persons per square kilometer, only the poblacion (regardless

of population size) plus any barrio having at least 2,500 inhabitants and any
barrio contiguous to the poblacion with at least 1,000 inhabitants.

3. For all other cities and municipalities with a population of at least
20,000 persons, only the poblacion (regardless of population size) and
all barrios having at least 2,500 inhabitants, contiguous to the poblacion, and

4. All other poblaciones having a population of at least 2,500 persons.

Note that these criteria used populationdensity and minimum size as
factors in delineating urban, areas.

1970 Urban ,Definition

Cognizant of the specific economic and social functions 2performed by

2The economic functions performed by city districts of p0blaciones include the fol-
lowing: (a) centers of employment, (b) collecting and marketing points for the products
of the surrounding areas, and (e) distribuitng centers for goods from the outside. As social

centers, they (a) act as centers for the provision of educational, health, entertainment

and cultural services and (b) serve as meeting places and points of assembly of the popu-
lation.
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urban areas, and the limitations of the population density and minimum-size
criteria, the BCS modified the 1963 urban definition to include:

I. In their entirely, all cities and municipalities which have a popula-
tion density of at least 1,000 persons per square kin.

2. Poblaciones or central districts of municipalities and cities which
have a population density of at least 500 persons per square kin.

3. Poblaciones or central districts (not included in 1 and 2) regardless
of population size which have the following:

a. street pattern (network of street in either a parallel or right
angle orientation)

b. at least six establishments (commercial, manufacturing, re-
creational and/or personal services), and

c. at least three of the following:

i. a town hall, church or chapel with religious service at least
once a month

ii. a public plaza, park or cemetery

iii. a market place or building where trading activities are
carried on at least once a week

iv. a public building like a school, hospital, puericulture and
health center or library.

4. Barrios having at least 1,000 inhabitants which meet the condi-
tions set forth in (3) above and in which the occupation of the inhabitants
is predominantly non-farming/t_.shing.

Remark

The density rule, minimum size and the administrative center status
were used in the 1939, 1948, 1956 and 1963 definitions, while in the 1970
def'mition the density rule is combined with some urban characteristics.
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Methodological Appendix

Localization Index: A Measure of the Sectoral Pattern of Economic Activity

The null hypothesis proposed by this index is expressed as:

k e*.
ei = 1

k e,
e,

where e = number of persons employed
* -- summation sign
i = region
k = economic sector

Equation (1) states that the regional distribution of employment in sectoris .k.
the same as that region's employment contribution to all economic sectors.

If the null hypothesis is true, then the LHS minus the RHS of (1) is zero.
Hence, we can derive the coefficient of localization Ck for sector kas:

1 e k e*Ck = 2-1_ i i

k -,
e , e.

The localization index shows that if the whole of sector k locates only in

region i, then Ck approaches unity. Conversely, a low-C k value implies
that ecbnomic activity k tends to be spatially dispersed.

Coefficient of Specialization: A Measure of the Spatial Pattern of Economic
Activity

The nuU hypothesis inherent in this index is described as:

k k
e i e.

* e,--
e i
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Equation (3) states that the seetoraldistribution of employment in region i is
same as the sectoral distribution of employment for the whole economy. As

in Ck, we can derive the coefficient of specialization Ci from (3).

1 k
Ci ---2 _k ei k

e,

e i e,

This index demonstrates that if region i specializes in an economic activityk_k_,
then Ci tends to unity. If a low value-for Ci is obtained, then region i__tends
to engage in diversified economic activities.

Note that Ck and Ci are complementary measures of the spatial distribution
of economic activity. Whereas Ck denotes which economic activity tends to
be spatially concentrated or dispersed, Ci shows which region tends to spe-
ciaUzeor diversity in economic pursuit.

Index of Locational Change: A Comparative Static Index

This index attempts to measure the degree to which the spatial distrib-
ution of an economic activity k has changed during a certain time period.
The index of locational change _Dk is

This index attempts to measure the degree to which the spatial distrib-
ution of an economic activity k has changed during a certain time period.
The index of locational change Dk is def'med as follows:

1

Dk=2_i k k

t e i -t+T e i
k k

t e, t+T e,

where t ffi initial time period
t+T ffi subsequent time period after T years

Coefficient of Variation

Let I i -- j l ffi differential in economic characteristics between re-
gions iandj
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m = standard deviation of inter-regional differentials be-
long_ng to class M.

xra = mean of inter-regional differentials belonging to class
M.

M1 --- class belonging to broad intraregional differentials

-- NCR vs. Southern Tagalog, . .., Ilocos vs. Bicol .... ,
Cagayan Valley vs. Western Mindanao ....

M2 = class belonging to broad interregional differentials
= CIR vs. TAR; CR vs. FR; TAR vs. FR

CVM = coefficient of variation of class M

Note: The coefficient of variation is an indicator of regional homogeneity. It tests
whether a class of regions possesses a high degree of internal uniformity. More

importantly, it is independent of the unit of measurement (pp. 170-1, Nijkamp
and Pelinek 1975).
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Methodological Appendix

Table 1. _fficient of Variationof Broad InWar_ional Differentials, 1975
(in percent)

CIR TAR FR

SepeYe

Ac_ptable/Unacceptable
Dwelling: Rural 48.13 68.77* 119.97"**

Outmigration 44.49 55.31 119.56"**
Agriculture CVA: Large 54.56 59.58 107.24"**
Poverty Incidence: Urban 46.40 107.07"** 64.32*

Moderately High
Paid-in capital 35.86 94.51"* 87.77**
DBP Loans - Agriculture 60.47 88.55** 62.04*
Skilled/Semi and Unskilled: Rural 35.42 81.69"* 6.41
Lakes and Swamps Axea 70.71" 80.58** 59.01

Moderately low
Road Inventory - Good 35.37 55.81 79.15*
Average GRDP 57.50 66.89* 78. ! 2*
Poverty Incidence: Rural 36.45 54.31 75.83*
Mineral Resource Inventory 53.28 53.24 75.56*
Irrigated Land 70.71" 73.35" 59.49
Skilled/Semi and Unskilled: Urban 52.05 72.96* 51.90
Infrastructure Expenditures: '71-73 70.71" 53.90 68.81"
Forest Area 70.71 * 65.09" 64.60*
Industrial EVA 70.46* 60.27* 61.97"

Population Density 37.93 52.24 69.16*
Service CVA 69.11" 68.38* 66.66*
DBP Loans - Service 68.83* 56.88 36.02

Gainful/Non-gainful Employment:
Service 68.42* 49.53 57.33

Road Inventory - Bad 56.91 67.17 52.09
Motor Vehicles 51.29 59.69 66.90*
Road Inventory - Fair 66.78* 66.43* 56.18
In-migration 44.03 57.77 66.12"
Urban Population 65.89* 57.f3 55.43
PersonsEngagedin Alp'iculture 37.17 56.15 65.38*
Regional Population 35.37 9.85 63.52*
Rural farm density 41.87 60.15" 53.42

*** - over100.00 ** - 80.00 - 99.99 * - 60.00 - 79.99
CIR (Central IndustrialRegion) - Manila, Cent_l Lmum sad SouthernTaSalol; TAR (Traditional
AgriculturalRegion) - llocm, Bicol and the Vbaym; FR (FnmtimrRegion) - C.N_sa Vall_ and
dsaao.
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Methodological Appendix

Table 2. Coefficient of Variation of Broad interregional Differentials, 1975
(in percent)

CIR vs_TAR CIR vs, FR FR vs. TAR

Severe

Agriculture CVA: Large 76.13" 155.92"** 149.91"**
Service CVA 131.36"** 129.30"** 77.06*
DBP Loans: Service 82.29"* 128.58"** 129.72"**
Acceptable/Unacceptable

Dwelling_Urban 103,81"** 106,62"** 74,91"
Paid-in Capital 70.85* 70.23* 105.62"**

Moderately High
Outmigration 95.32** 88.57** 63.81"
Mineral Resource Inventory 70,10" 94.74** 92.17"*
DBP Loans - Industrial 93,58** 93.82** 67.75*
DBP Loans - Agricultural 36.21 49.43 92.12"*
Motor Vehicles 90,90"* 81.01 ** 71.02"
Industrial CVA 90.59** 79.56* 60.16"
Average GRDP 90,46"* 81.32"* 86.95**
Inmigration 68,43* 76.62* 87.14
Poverty Incidence: Urban 87.06** 71.29" 67.55
Population Density 86.36** 65.69* 39.55
Skilled/Semi and Unskilled:

Rural 46,43 46.89 86.11 **
Gainful/Non-gainful Employment:

Rural 82.94** 64.19" 75.66*
Rural farm density 81,26"* 76.23" 78.31 *
Skilled/Semi and Unskilled:

Urban 46.43 46.89 86.11 **
Lakes and Swams Area 80.50** 67.93* 64.51"

Moderately Low
Forest Area 79.51" 50.02 56,69
Road Inventory - Fair 62,70* 68.83* 77.92*
Gainful/Non-gainful Employment:

Urban 55,28 61.47" 77.57*
Infrastructure Expenditure:

71-73 11.43 12.34 74.51"
Road Inventory - Bad 65.90* 64.48* 72.21"
Road Inventory - Good 68.68* 69.35* 71.87"
Persons Engaged in Agricuhure 67.40" 70.76* 54.32
Farmland Area 60,05 58.97 70.03*
Poverty Incidence: Rural 66,60* 66.13" 52.46

*** - o*er 100,000 ** - 80.00 - 99.99 * - 60,00 - 79.99
CIR (Central Industrial Region) _ Manila, Central Luzon and Southern Tagaiog; TAR (Traditionel
Agrieultttral Region) - Uoco,, Bicol and the Visayat; FR (Fro_ttier Region) - Cagayan Valley m_d
Mindanao.
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Notations for the Regression Equation

Dependent Variables

PRCVANCR - proportion of Manila manufacturing value added to
total manufacturing value added

PRCVACIR - proportion of CIR manufacturia]g value added to
total manufacturing value added

CRCVANCR - concentration ratio of Manta manufacturing value

added defined as p/(1-p) where p = PRCVANCR

LNCVANCR - natural logarithm of CRCVANCR

CRCVACIR - concentration ratio of CIR manufacturing value

added def'med as p/(l-p) where p = PRCVACIR

LNCVACIR - natural logarithm of CRCVACIR

PREMPNCR - proportion of Manila manufacturing employment to
total manufacturing employment

PREMPCIR - proportion of CIR manufacturing employment to
total manufacturing employment

CREMPNCR = concentration ratio of Manila manufacturing employ-
ment def'med as p/(1-p) where p = PREMPNCR

CREMPNCIR - concentration ratio of CIR manufacturing employ-
ment def'med as p/(1-p) where p = PREMPCIR

PRESTNCR - proportion of Manila manufacturing establishments
to total manufacturing establishments

PRESTCIR - proportion of CIR manufacturing establishments to
total manufacturing establishments

CRESTNCR - concentration ratio of Manila manufacturing estab-
lishments def'med as p](1-p) where p = PRESTNCR
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CREST CIR - concentration ratio of CIR manufacturing establishments
defined as P/0-p) where P = PREST CIR

Explanatory Variables

WT EPR - weighted effective protection rate

I'M - import dependence of a manufacturing industry.
or fraction of imported materials

iX - fraction of exported output

fPI - fraction of material inputs from primary industries

LNfPI - natural logarithm of _I

fFD-NCR - fraction of outputto Manila final demand

fFD-CIR - fraction of output to CIR final demand

AWR-NCR - Manila average wage rate
or ratio of AWR-NCR to the Philippine average

wage rate excluding Manila.

L WR-NCR - natural logarithm of the AWR-NCR to the Philippine
average wage rate excluding Manila

AWR-CIR - CIR average wage rate

K/L-NCR - Manila's capital-labor ratio

K/L-CIR - CIR capital-labor ratio

N/F-NCR - employment/establishments for Manila

LN/F-NCR - natural logarithm of N/F-NCR

N/F-CIR - employment/establishments for CIR

FA/F-NCR - fixed assets/establishment for Manila
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LFA/F-NCR - natural logarithm of FA/F-NCR

FA/F-CIR - fixed assets/establishment.for CIR

Computational Methods •

1. WT EPR: Tan (1979) presents EPR estimates using the 1974 Input-
Output Table at the 4-digit classification level The weight-
ing procedure consists of multiplying these estimates with
the 1975 manufacturing census value added from the pub-
lished 5-digit level to the .4-digit level. The weighted values
for fine EPRs at the 3-digit level were then obtained by
adding the 4-digit weighted vame_ appropriately.

Define:

k = I, 2 .... manufaeturing industries classified
at the 4-digit level

j = 1, 2, .... mamatactuting ind---classified
at the 3-digit level

(k)j = j; the aggregation of the 4-digit manufactu-
ring industries belong to a specifie 3-digit
manufacturing industry j.

The weighting procedure consists of 2 steps:

VAk
EPRk x -- WTEPR k (1)

VAk)j

( X WT EPRk) j = WT EPRj (2)

where: EPRk = 1974 EPR estimate ofk

VA k = 1975 census value added of k
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( ZVAk)j -- total census value added of all
k'___ssbelonging toj

WT EPRk = weighted EPR of k

( ZWT EPRk) j = sum of the weighted EPRs of
all k's belong to j

WT EPR = weighted EPR ofj

2. a. Import Dependence: fM

Define: j = produced good

i = material input (total p + q + r) with
p inputs originating from agriculture,
forestry, and fishing; q inputs coming from
mining industries; and r inputs supplied by
manufacturing industries

M/P = proportion of imports to total production

Cij = proportion of input i used in he production
of a unit of j

Mj = import content of material inputs used in
industry j

Tj = total material inputs (p + q + r) used in
industry j

Then:

Mj = i=p+q+r § [ (M/P) i x Cij ]

Mj
%= Tj

b. Fraction of imported material input: fM*

Derived from the 1969 input-output table.
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3. Fraction of exported output, fx

fxj = Export ofjTotal output ofj

4. Fraction of material inputs from primary industries, fPI

fPtj ffi i=P+q cij

5a. Fraction of output to Manila final demand: fFD-NCR

fFd-NCRj ffi _C+ I+ G _ x _NCR Consumption_

_-T_al Output_/ j _Total Consumption_ j

where C + I + G = f'mal demand

Consumption j = obtained from the National Transport
System Study's consumption data for
manufactured good j

5b. Fraction of output to CIR final demand; fFD-CIR

fFD-CIRj = C + I + G x CIR Consumption
Total Output j Total Consumption j

6. Average Wage Rate: Wages and Salaries

No. of Persons Employed
7. Average Size of Firms:

a. Census Value Added
No. of Establishments

b. No. of Persons Employed
No. of Establishments

c. Book Value of Fixed Assets
No. of Establishments

8. Factor Intensity: Book Value of Fixed Assets

No. of Persons Employed
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9. Factor Productivity:

Capital productivity: Census Value Added
Book Value of Fixed Assets

Labor productivity: Census Value added
No. of Persons Employed
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Table 1. Sectoral Distribution of Output, 1903,75 (in percent)

1903 1918 1939 1948 1961 1967 1972. 1975

Agriculture 54.96 60.41 46.60 2 i.05 20.23 20.06
Forestry/Lcgging 4.38 3.59 1.85
Fisheries 4.17 4.78 4.68

AGRICULTURAL 54.96 60.41 46.60 38.60 34.70 29.60 28.60 26.59

Mining & Quarrying 0.04 0.62 8.01 0.72 1.27 1.51 2.40 2.09
Manufacturing 13.00 12.29 2 I.20 9.62 17.21 22.33 23.88 24.27
Construction 13.48 4,27 4.48 4.00 5.96
Utilities 0.33 0.67 1.62 0.80 0.59 0.63 0.83 0.91

INDUSTRIAL 13.37 13.58 30.83 24.62 23.34 28.95 3 I.l 1 33.23

Transport, Communication
& Storage 0.29 1.35 5.89 2.52 3.50 3.82 4.31 4.79

Service/Commerce 31.38 24.66 16.68 34.26 38.46 37.63 35.98 35.39
SERVICE 31.67 26.01 22.57 36.78 41.96 41.45 40.29 40.18

100.00 100.00 100.00 100.0_____0 100.00 100,00 100.00 100.00

TOTAL (243.8 a) (487.5 a) (703.9 a) (12,933 b) (28,490 b) ( 44,093 c) (56,075 c) (68,122c)

Note: EiSurosin parentheses8_ expressedin miltioa• of petal.

a(3rossValueAddedatconstant1939prlee*.

dNetDomesticProductatconstant1972prima

CGroa Value Addedat constant 1972 pdcoJ,
Souecos: Hootey(1966), Tablet1And3; National Bconond¢and Development Authority(1978)o "_



Table 2. Regional Share of Establishments by Broad Economic Activity _,
1903-1975 (in percent)

1903 1918Region
Total Agriculture Industrial Service Total Agriculture Industrial Service

Central Industrial 25.06 24.94 55.28 27.44 24.53 23.72 36.88 26.52

NCR 1.60 1.48 29.70 4.88 1.69 1.57 3.51 5.02
Central Luzon 10.11 10.10 14.65 10.98 9.16 9.18 8.90 10.17
Southern Tagalog 13.35 13.36 10.93 11.58 13.68 12.97 24.47 11.33 _z

Traditional Agricultural 66.37 66.46 42.5 l 59.75 66.70 67.15 59.87 58.42 O

Ilo¢os 23.61 23.68 5.01 13.41 27.42 28.56 10.44 13.35
Bi¢ol 7.76 7.76 5.53 7.93 8.29 8.33 7.68 8.15 t_
Western Visayas 9.83 9.78 23.56 14.02 8.77 8.23 16.76 13.04
Central Visayas 17.56 17.60 7.31 15.24 14.72 14.84 12.93 14.39

Eastern Visayas 7.61 7.64 1.10 9.15 7.50 7.19 12.06 9.49

Frontier 8.57 8.60 2.21 I2.81 8.77 9.13 3.25 15.06

Cagayan Valley 3.88 3.90 0.46 4.27 4.28 4.48 1.27 4.35
Western Mindanao 0.49 0.48 1.17 1.83 0.55 0.56 0.34 3.06
Northern Mindanao 4.04 4.06 0.58 3.05 3.46 3.59 1.41 3.49
Southern Mindanao 0.16 0.I 6 1.83 0.33 0.34 0.I 5 2.02
Central Mindanao 0.00 0.00 1.83 0.15 0.16 0.08 2.14

Philippines 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00

(818,873) (815,453) (3,256) (164) (2,086,635) (1,955,276) (129,726) (1,633)



Table 2 (Con't.)

1939 1948
Region

Total Agriculture Industrial Service Total Agriculture Industrial Service

Central Industrial 24.31 24.64 14.11 29.51 22.64 20.98 37.52 39.33

NCR t.65 0.95 3.01 7.90 2.33 0.60 16.49 20.02
Central Luzon 10.44 11.17 4.41 7.83 8.74 8.76 8.78 8.46
Southern Tagalog 12.22 12.52 6.69 13.78 1t.57 11.62 12.25 10.85

Traditional Agricultural 57.09 56.24 69.56 55.50 56.84 58.06 48.09 43.98

Ilocos 13.82 13.38 24.86 9.05 13.08 13.61 9.93 7.37
Bicol 9.01 8.56 11.71 | 1.42 8.77 8.86 5.82 8.21
WesternVisayas 9.57 10.13 4.30 8.13 10.97 11.11 11.84 9.11
Central Visayas 13.87 13.97 12.37 14.18 14.10 14.32 10.88 12.14
Eastern Visayas 10.82 10.20 16.32 12.72 9.92 10.16 9.62 7.15

Frontier 18.60 19.12 16.33 14.99 20.52 20.96 14.39 16.69

Cagayan Valley 4.32 4.72 0.78 3.05 5.09 5.29 3.47 3.03
Western Mindanao 4.65 4.13 12.82 3.24 3.15 3.13 2.98 3.53
Northern Mindanao 5.53 5.82 2.05 5.33 5.67 5.74 3.99 5. t4
Southern Mindanao 1.45 1.53 0.30 1.63 2.17 2.15 1.90 2.51 !Central Mindanao 2.65 2.92 0.38 1.74 4.44 4.65 2.05 2.48

Philippines _ 100.00 100.00 100.00 100.00 100.00 100.00 100.00

(2,036,388)(1,733,231) (139,845) (163,312) (1,839,077)(1,669,772) (29,749) (139,556)
*O



Table 2 (Con't.)

1960[61 1967 1971/72 t975 r_

Region Total Agricul_Lm Industrial Service Industrial Servioe Total Agriculture Industrial Servie_ lndgstrial Service _]_

Centeallndgstrlal 22,13 19,53 47.9_1 49.62 42.92 38.73 22.97 19.12 42.67 41.37 43.01 42.84 f'_

NCR 3.08 0,51 27.38 30.65 ' 21.99 14.79 3.54 0.53 20,55 17,69 19.17 I7.10
Central Luzon 7.98 7.93 8.93 8.31 l 9.95 12.01 7.98 7.30 10.52 11,37 10.41 12.61

Southern Tagalog I i,O'] t1.09 11.60 10.66 ]0.98 1|.93 11.45 11.29 11.60 12.31 13.43 13.t3

Trad_tionalA_,wultur=l 48,88 50.39 35,26 32.6.__._$ 36.05 39.62 43.50 45.1__..99 35.17 35.39 35.7.__.._5 32.3_._..._3

IIocos 11.09 11,34 9.50 8,34 8.87 7.64 8.96 9.11 10.50 7.90 10.70 8.2 l
Bicol 8.85 9.08 5.90 6.51 5.41 6,17 9.07 9.52 6.59 6.93 7.27 7.09

Western Visayas 9,53 9.80 7.35 6.46 10.80 8.70 8.15 8.03 9.80 8.60 9.09 6.25
Central Visayas 10,67 tO,90 7.97 8.45 7.50 9.02 9.28 9.69 5.27 7.58 5.68 6.33 r,_

Eastern Visayas 8,74 9,27 4.54 2.85 3.47 8.09 8.04 8.84 3.01 4.38 3.01 4.45

Frontier 28.99 30.08 16,83 17.77 2|.03 21.65 33.53 35,69 22.16 :_3._4 21.24 24.83 _r_

Cegayan Valley 5.54 5.76 3.32 3.19 3.29 3.40 6.50 7.09 4.35 3.56 4.62 4.66 I_
WesternMindanao 5.04 5.26 2.24 2.85 5.25 4.11 6.15 6.67 2.86 3.75 2.77 4.04 L=J_l
Northern Mindanao 5.54 5.71 3.38 3.90 3.50 4.97 6.70 6.99 4.44 5.43 4.39 5,82
Southern Mindanao 5.O7 5.15 3.62 4.39 5.57 4.54 7.13 7.20 6.74 6.81 6.02 6.47
Cen_al Mindanao 7.80 8.20 4.27 3.44 3.42 4.63 7.05 7.74 3.77 3.69 3,44 3.85

*,el

Philippines 100.O0 lO0.00 100.00 100.00 100.00 iO0.O0 100.00 100.00 100.430 100.00 100.00 100.00
(2,392,96_=_=_)(2,184,579"_) (39,387'_) (169,003"------) (47,891_) (263,632-----) (3,186,538) (2,640,124) (69,745) (476,669) (79,316) (421,866)

Note: Figuresin p_renthesesd_note th_ number ofestablishments,

NCR (National Capita[ Region) includes Manila and Rizal. Aglicultural cstabtisllmcnt refers to the numbers of farms, Non-agricultural establishments for
1918 and 1939 include household industries while from 1948 thereafter, non-agricultural establishment pertains to an e_onomic unit which engages under

a single ownership or control in one or predominantly one kind of economic activity al a fixed single physical location _vilh asSets in its premises during

its operation.

Sources: AgricuRuralCensus (1903, 1918, 1939, 1948, I960 and 1971),
Economic Census (1903, 1918, 1939, 1948, 196t, 1967, 1972),1975Census of Lstablishments (Manufacturing) and unpublished NCSO data on non-agri-

cultural activity, 1975.
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Table 3. Regional Employment Share by Broad Economic Activity,
1903-t975 (in percent)

Region 1 9 0 3 1 9 1 8
Total Agriculture Industrial Commerce Total Agriculture Industrial Commerce

Central Industrial 32.09 27.34 29.54 42.31 28.80 22.57 29.63 34.03

NCR 6.75 1.19 6.48 15.54 5.89 1.58 7.53 9.18
Central Luzon 12.19 12.26 9.39 15.34 10.84 9.93 8.09 12.45
Southern Tagalog 13.15 13.89 I3.67 ! 1.43 12.07 11.06 I4.01 12.40

Traditional Agricultural 60.21 59.74 67. t4 52.85 61.35 64.62 66.41 57.00

llocos 12.84 15.44 15.t2 6.22 13.35 14.04 13.28 12.77
Bicol 8.50 5.89 8.38 12.60 8.76 8.11 10.08 8.95
Western Visayas 15.88 11.82 19.27 18.10 13.70 12.50 19.50 13.06
Central Visayas 13.81 15.36 14.29 10.89 15.41 17.81 16.19 13.07
Eastern Visayas 9.18 11.23 10.08 5.04 10.13 12.16 7.36 9.15

Fron her 7.70 12.92 3.32 4.84 9.85 12.81 3.96 8.97

Cagayan Valley 3.91 7.57 0.80 1.98 3.56 5.52 0.62 2.68
Western Mi_danao 0.50 0.66 0.26 0.54 1.15 1.21 0.40 t.32
Northern Mindanao 2.99 4.30 2.13 1.98 3.96 4.50 2.44 3.93
Southern Mindanao 0.26 0.37 0. l 1 0.26 0.82 I .I 6 0.34 0.66
Central Mindanao 0.04 0.02 0.02 0.08 0.36 0.42 O.16 0.38

Philippines !00.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00

(3,037,88---0)(1,254,063) (959,670) (824,147) (6,432,855) (2,601,299) (865,698) (2,965,858) -_



Table 3 (Con't.) -_t_

r_

1 9 3 9 1 9 4 8 1960/61Region
Total Agriculture Industrial Service Total Agriculture Industrial Service Total Agriculture Industrial Servict _"

Z

Centraflndu_triot 22.84 20.23 29,11 35.37 23,66 18.68 44.83 45,59 24. ll 19.92 64.83 56.15

NCR 4.25 0,99 14,65 17,93 6,18 0.84 27.21 30.27 5,38 0.63 50,87 42.18
Central Luzon 8.37 8.90 6.42 6,30 7,91 8.07 7.92 6.97 8_22 8.42 7_25 6,10
Southern Tagalog 10.22 10.34 8,04 ] 1.14 9.57 9_77 9.70 8.35 10,51 10.87 6,71 7,87

Traditional Agricultural 57.47 58.55 58,35 49_57 54.67 58.11 42.29 38.70 47,74 50.24 23,75 28.35 []
O

Iloo0s 12.62 12.91 17.08 7,14 10.94 11.81 9,17 6.43 10.68 11.22 6.13 6.10 _r_
Bicol 8.81 8.21 12.93 9.61 8.43 8.74 4.93 7.83 8.88 9.43 2,76 5.27
WesternVisayas t2.71 13.97 7,25 8.61 13.10 14.33 9.88 6.99 9.76 10,14 6,98 6,25 _l
Central Visayas 13.00 13.31 9,68 13_56 12.70 13.24 11,53 9.93 10.29 10,62 6.24 8,26 _1

Eastern Visayas 10.33 10.15 11,41 10,65 9.50 9.99 6.78 7.52 8.13 8,83 1,64 2.47 ,_

Frontier 19.69 21,22 12.54 15.06 21.67 23,21 12.88 15,71 28.15 29,84 11.42 15.50 _)

Cagaya_ Valley 4.25 4.82 0,95 3.05 4.3t 4.71 2.04 2,73 5.06 5.44 1.42 2.16
Westernbiindanao 4.81 4.71 7_91 3.01 3187 4.14 1.57 3,10 4,95 5.27 1.61 2.65
No=them Mindanao 5.04 5.32 2.67 5.00 5,74 5.88 6.28 4.77 6,22 6.55 3.31 3.54
Southern Miadanao 2.21 2.48 0.41 2.14 2,60 2.54 1.62 3.30 4.12 4.21 2.28 4.15
Central Mindanao 3.38 3.89 0.60 1,86 5.15 5.94 1.37 1.81 7.80 8.37 2.80 3.00

Philippines 100.00 100.00 !00.00 100.00 lO0,00 100.00. 100.00 100.00 100.00 100.00 100.00 100.00
(4,768,423) (3,764,849) (442,485) (561,089) (3,888,930) (3,163,706) (186,444) (538,780) (9,526,723) (8,524,698) (417,872) (584,153)



Table3 (Con't.)

1967 ]971/72 1975

Region Industrial Service Total Agriculture Industrial Service Industrial Service

Centraflndu_tr_ 62.07 48.11 23.75 18.46 61.38 50.00 63.66 52.15

NCR 49.04 30.59 5.91 0.46 45.76 32.43 47.42 33.08
Central Luzon 7.06 8.77 8.79 8.77 8.81 8.90 7.17 9.75

Southern Tagalog 5.97 8.75 9.05 9.23 6.81 8.67 9.07 9.32

Tr_d/tionai Agricultural _2,09 32.98 43.56 46.37 22.07 30.28 22.18 27.62

Bocos 5.11 6.31 9.42 tO.04 5.64 5.99 5.58 6.05
Bicol 2.50 5.10 9.37 10.15 3.01 5.86 3.26 5.14
Western Vimyas 6.94 7.74 9.71 10.18 6.89 7.15 5.81 6.59
Central Visayas 6,23 8.53 6.83 6.83 5.23 7.63 6,18 6.45
Eastern Visayes 1.31 5.30 8.23 9.17 1,30 3.65 1.35 3.39

Frontier 15.84 18.91 32.69 35.17 16.55 19.72 14,|6 20.23

Ca_sA_yanValley 2.01 2,30 8,53 9.61 1.86 2.74 2.28 2,81
Western Miadanm 1.36 3.37 4.90 5.32 1.99 2.80 1.42 3.31
Northern Mindanao 3.86 4.68 5.22 5,40 3.15 4.73 3.81 5.13

Southern Mindanao 5.30 4.81 6.84 6.91 6.67 6.30 4.31 5.70
Centxal Mindanao 3.31 3.75 7.20 7.93 2.88 3.15 2.34 3.28

lO0.00 100.00 100.00 100.0_______0100.00 100.00 100,00 100.00

Phiifppinea 1591,7321 1953,1151 (14,927,644) (12,698,488)(754,3641(1,474,792) (874,933)(1,329,858)

Note: Fismes in parentheses denote the numberofcmployed workers.NCR (National Capital Region) includes Manila and RJzaL
From 1939 thereafter, business establishments instead of households became the reporting unit. Hence, the drop in nundx'r of crnploycd workers.

Souloes: Agri_dtmal Census (1903, 1918, 1939, 1948, 1960 and 19711, Economic Census (1903, 1918. 1939. 1948, t96 I. 1967 and 1972L 1975 Census of
Establishments (Manufa¢tusing) and unpublished NCSO data on Non-Agricultural Activity, 1975.
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Table 4. Regional Share of Total, Urban and Rural Population, 1903-80

(in percent)

1903 1918 1939 1948

Region Total Urban Rural Total Urban Rural Total Urban Rural Total UrEan Rural

Central Industrial 27.09 45.68 24.20 26.48 39.62 24.11 27.35 38.84 24.39 28.55 40.85 24.66
NCR 4.86 32.05 0.64 5.00 29.31 0.62 6.68 30.37 0.59 8.62 34.00 0.60
Central l.azon 10.78 0.69 12.35 10.16 0.97 11.81 9.89 3.I3 1! .62 9.64 2.58 11.87

Southern Tagatog 11 A5 12.94 11.21 11.32 9.34 I 1.68 10.78 5.34 12.18 10.29 4.27 12.19

TrnditionaiAgricutturat 59,63 52.42 60.75 58.43 53.42 59.34 54.15 46.19 56.20 52.12 42.16 55.27
lloeos 13.70 9.40 14.37 13.34 7.59 14.38 10.80 4.75 1226 10.11 4.13 11.99 Oz
Bico| 8.43 7.59 8.56 8.14 6.86 8.37 8.42 5.69 9.12 8.66 6.18 9.45 r_

Westcra Visw/as 14.19 16.48 13,84 13.06 18.72 12.04 13.58 18.26 I2.38 13,16 16.66 12.05 O

Central Visayas 14.73 10.77 15.34 14.41 10.59 I5.10 12.21 ! 0.15 12.74 11.02 8.79 11.73 I_

Eastern V'_ayas 8.58 8.18 8.64 9.48 9.66 9.45 9.14 7.34 9.60 9.17 6.40 10.05
t_

Front_r 13.28 1.90 15.05 15.09 6.96 16.55 18.50 14.97 I9,41 19.33 16.99 20.07

C,agayan Valley 4.50 5.2t) 4.36 5.15 4.47 5.62 4,03 5,30
Western Miadanao 2.47 2.85 3.11 1.02 3.48 3.77 6.40 3.i 0 3.97 5_51 3.48 Z
Northern Mindanao 2.97 1.07 3.26 3.48 1.78 3.78 4.41 1.63 5.13 4,79 1.18 5.94
$outh_ra Mindanao 1.8I 0.83 1.97 2.00 2.23 1.96 2.82 4.55 2,37 3.00 5.88 2.09

Central Mindanao i .53 1.77 2.14 1,93 2.18 3.03 2.39 3.19 3.54 4A2 3.26

_Jhilippin_ 100.00 100.00 100.00 100.00 100.00 IO0.(X) 100.00 100.00 100.00 100.OD 100.00 100.00

(7,635) (1,026) (6,609) (10,314) (1,573) (8,741) (16,0D0) (3,272) (12,728) (19,234) (4,615) (14,619)

Note: An urban place refers to a chartered city or municipality which exceeds some mini-
mum population size and the averagepopulation density. The minimum population
sizes are: 5,000 (for 1903 and 1918), 17,000 (for 1939), and 40,000 (for 1948-75).
Figure in parentheses refer to thousand population



Table 4 (Cont.)

1 960 1 970 I 975 1 980 a_
Region

Total Urban Rural Total Urban Rural Total Urban Rural Total Urban Rural

Centrallndustrial 29.79 46.32 23.18 32.82 51.80 22.14 34;22 52.60 21.90 35.13 52.09 ,21.28

NCR 9.58 3 i.85 0.68 i 1.38 30.43 0.66 12.44 30.17 0.56 13.52 29.21 0.70
Central Luzon 9,48 7.9 ! 10. I0 10.13 11.77 9.20 10.37 12,60 8.87 10.00 12.19 8.22
Southern Tagelo8 10.73 6.56 12.40 1!.31 9.60 12.28 11.41 9.83 12.47 11.61 10.69 t2.36

Tradit_nal AgricuttuvJd 45.89 37.42 49,29 40.86 31.75 45.99 39.45 31.30 44.91 37.87 29.92 44.36

Ilocos 8.96 6.04 10,13 8.15 5.53 9.63 7.77 5.49 9.30 7.40 4.67 9.62
Bicol 8.72 7.08 9.38 8.09 7.20 8,59 7.59 6.43 8.37 7.23 6.59 7.76
WesternVisayu 11.36 14.64 10.06 9.86 8.67 10.53 9.86 10.07 9.71 9.46 9,10 9.75
Central Visayas 9.31 6.95 10.26 8.27 7.57 8.66 8.05 6,74 8.93 7.91 7.08 8.59
Eastern Visayas 7.54 2.71 9.46 6.49 2.78 8.58 6.18 2.57 8.60 5.87 2.48 8.64

Frontier 24.32 16.26 27.53 26.32 16.45 31.87 26.33 16,10 33.19 27.00 17.99 34.36

Cegayan Valley 4.44 0.56 5.99 4.61 1.11 6,58 4.59 1.21 6.86 4.63 1.57 7.14
Western Mindanao 4.99 4.25 5.28 5.10 2.61 6.49 4.87 2.13 6.70 5.11 2.75 7.03
Northern _dadanao 4.79 3.17 5.44 5.32 3.34 6.44 5.50 3.85 6.61 5,73 3.76 7.34
Southern Mindanao 4.99 5.67 4.72 6.00 5.26 6,41 6.45 5.43 7A3 6.91 6.16 7.53
CcntTa]Mindanao 5.11 2.61 6.10 5.29 4.13 5.95 4.92 3.48 5.89 4.62 3.75 5.32

ehJf_pp_e_ Joo.oo Joo.oo lOO.OO lOO.OO lOO.OO _°0-°° ==_=._°°-°°zoo_oo lO0.O==.._o_ _ 10o.oo
(27,088) (7,731) (19,356) (36.684) (13,211) (23,474) (42,071) (16,878) (25,192) (47,9t4) (21,544) (26,370)

_a/1980 PreLiminaryReport, Census of Population.

Sources: Population Centare(1903, 1918, 1939, 1948, 1960, 1970 and 1975).
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Table 5. Regional Growth Ratesof Total, Urban and Rural Population, 1903-80 ¢h

(in percent)
.>,

1903-18 1918-39 1939-48
Region

To_al Urban Rural Total Urban Rural Total Urban Rurst

==
Central Industrial 1.77 1.82 1.76 2.38 3.63 1.95 2.36 4.13 1.99

NCR and Rizal 2.I0 2.16 1.66 3,71 3.91 1,98 4.61 4. 0 1.72
Central Luzon 1,53 4.95 1.50 2.08 9.97 1.8 i 1.64 1,98 1.65
Southern Tagalog 1.85 0.64 2.04 1.97 0.87 2.11 1.42 1.25 1.44 O

Tradiffonal Agricultural 1.79 2.86 1.63 1.83 2.98 1.62 1,91 2.62 1.26 O

Ilocos 1.25 1.35 1.79 1.15 1,33 1.13 1.21 2.12 1.12
Bicol 1.69 2,08 1.6_ 2.39 2.76 2.33 2.21 4.48 1_80
WesternVisayas 1.39 3.57 0.89 2.42 3.60 2.04 1.57 2.62 I.15

Central Visayas 1,78 2.63 1.68 1.38 3.52 1.04 0.84 2.06 0.57 ._

Eastern Visayas 2.56 3.82 2.35 2.03 2.31 1.98 1.94 2.t4 1.90

Frontier 2.74 11.52 2.39 3.27 7.78 2.71 2.37 4.94 1.78

Cagayan Valley 1.72 - 1.72 2.35 - 2.35 0.82 - 0.82
Western Mindanao 3.40 - 3.06 3.22 13.73 1.30 2.44 2.01 2.66
Northern Mindanao 2,95 6.13 2.74 3.44 3.25 3.46 2.77 0.21 2.96
Southern Mindanao 2.55 9.33 1.76 3.98 7.49 2.87 2.58 6.35 0.15
Central Idindanao 4.09 - 3.t2 4.01 4.85 3186 3.56 10.30 1.67

Philippines 1.92 2.74 1.78 2.22 3.73 1.90 1.91 3.59 1.43



Table 5 (Cont.)

t 948-60 1960-70 1970-75 1975-80 a/

Region Total Urban Rural Total Urban Rural Total Urban Rural Total Urban Rural

Central Induztrial 3.44 5.80 1.94 3.99 6.54 i.45 3.65 5.36 1.2.11 3.18 4.80 0.34

NCR and Riza[ 4,02 4.04 3.68 4.76 4.91 1.60 4.63 4.85 -1.82 4.35 4.32 5.41
Ceatral Luzon 2.90 15.46 1.06 3.68 9.56 0.97 3.27 6.48 0.69 1.91 4.31 --0.60

Southern Tagalog 3.44 8.67 2.65 3.54 9.37 1.81 2.96 5.53 | .74 2.99 6.79 O.74

Traditio hal Agricultural ....1,91 3.55 1.47 1.85 3,70 1.22 2.06 4.74 0.94 1.80 4.06 0,67

I|ocos 1.97 8.20 0.99 2.06 4.46 1.40 1.80 4.88 0.73 1.6_ 1.69 1.60

Bicol 3,12 5.89 2.43 2.25 5.56 1.03 1.49 2.70 0.90 [,66 5.52 --0.59

Western Visayas 1,74 3.46 0.88 1.59 0.13 2.37 2.77 8.23 -0.21 1.79 2.89 1.00
Central Vi.lay u 1.54 2.50 1.30 1.82 6.27 0.23 2.24 2.62 2.05 2.27 6.04 O.13
Eastern Visayas 1.29 -2.98 1.96 1.52 5.67 0.93 L77 3,38 1,47 1.59 4,26 1.02

Front/er 5.15 4.24 5.38 3,81 5.50 3.38 Z80 4, 5___99 2.2____6 3.15 7.35 i .6____2

Cagayan Valley 3.93 - 3.60 3.40 12.76 2.85 2.72 6.88 2.28 2.81 10.52 1.72
Western Mindanao 5.15 2.29 6.33 3.23 0,44 4.00 1.85 0.88 2.06 3.62 10.47 1.90
Not'them Mindanao 3,05 14.16 1.71 4.08 5.93 3.61 3.46 8.07 1.95 3.48 4.55 3.06
Southern Mindanao 7.77 4.31 10.09 4.88 4.61 5.00 4.30 5.70 3,62 4,05 7.65 2.00
Central Mindaaao 6.43 -0.08 8,30 3,37 10.22 1.64 1.30 1.48 1.23 !,33 6.60 - 1.10

eh_'t/ppi,e, 3.0._ 4.6__44 2.50 3.0_ 5.38 1.9_ 2.79 5.04 1.4_3 2.64 5.O0 0.92

| [980 ]_'eliminaryReport, CenstL*of Populettoa.

Note: A_nexba• place tefem to • chirr|ere6 city or mem_,cipslitywhich exceeds some
miaimam populttion _ze ted the ivexqe popgkttoodemdty.The mbnimum
popuhttion size life: $,OO0(fox 190) and |918), I'/,01_ (for 1939), lind 40,000
(for1945-751. A_na6di_ontl emnomtc _iZerio• (that the ttrban_'ea must have
at least 6 establishment* whelher ¢ommecttt manuftct_lnlL recreationalor ,_
peuomlI sert,'ices}is i_c4_po_sted durinit1970 atld ]975.

Sousces: Populatie_nCem'as(t903, 19ig, |939, 1848, [960, 19"70tnd 197.51,
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Table 6, Top 30 Urban Places, 1903-75

Rank 1903 1918 1939 1948

1 CMetro Manila CMetro Manila CMetro Manila CMetro Manila
2 Metro Cebu Metro Cebu CMetro Cebu CMetro Cebu

3 Iloilo Iloilo CZamboanga CDavao
4 Bauan Legaspi Clloilo CBasilan
5 Lipa Lipa CDavao Clloilo
6 Laoag Calbayog Ormoc CZamboanga
7 Batangas bSan Carlos bsan Carlos CBacolod
8 asan Carlos Batangas Escalante bsan Carlos
9 Calbayog Laoag CBacolod Guihulngan

10 Bago Ormoc Tarlac CCalbayog
i 1 Legaspi Baybay Datu Piang COrmoc
12 Baybay aSan Carlos Bago Sagay
13 San Pablo San Pablo Sagay Tarlac
14 Januay Guihulngan Guihulngan Butuan
15 Dagupan Datu Piang Cagayan de Oro aSan Carlos
16 /riga Escalante Calbayog Batangas
17 Naga Cagayan de Oro a San Carlos Escalante
18 Libmanan . Bauan Cabanatuan Bago
19 Cadiz Bago San Pablo Dinaig
20 Ormoc Januay Pagadian CNaga
21 Bacolod [riga Batangas Sta. Cruz
22 Malasaqui Malasaqui Tuburan Cabanatuan
23 Talisay Dagupan Lipa CCagayan de Oro
24 Guihulngan Cadiz Baybay Calatrava
25 La Carlota Zamboanga Cadiz Tuburan
26 Escalante La Carlota Laoag Koronadal
27 Tacloban Bacolod Legaspi . Cataingan

28 Cagayan de Oro Sagay Talisay Pagadian
29 Abuyog " Abuyog Abuyog !. -Baybay
30 Zarnboanga Dipolog Januay CSan Pablo

Urban place refers to a chartered city or municipality which exceeds some minimum

population size and the average population density. The minimum sizes are 5,000 (for
1903 and 1918), 17,000 (for 1939), and 40,000 (for 1948, 1960, 1970 and 19750). An
additional economic criterion (that the urban area must have at least 6 establishments

whether commercial,: manufacturing,, recreational or personal services) is incorporated
during 1970 and 1975.
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Table 6 (con't.)

Rank 1960 1970 1975
1 CMetro Manila CMetro Manila CMetro Manila

2 CMetro Cebu CMetro Cebu CMetro Cebu

3 ¢Davao CDavao CDavao

4 CBasilan CIloilo CZamboanga

5 c Iloilo CZamboanga CIloilo

6 CZamboanga CBacolod CBacolod

7 bSan Carlos Tarlac CCagayan de 01"o

8 CBacolod CAngeles Tarlac

9 Tarlac CButuan tangelos

10 Guihulngan CCagayan de Oro COlongapo

11 Cadiz CCadiz CButuan

12 Gen. Santos cBatangas CCadiz

13 Batangas COlongapo CBatangas

14. CButuan CSan Pablo Clligan

15 Angeles Clligan csan Pablo

16 Iriga CCabanatuan CCabanatuan

17 aSan Carlos CLipa CLipa

18 Butuan b,cSan Carlos CSflay

19 Sagay San Fernando San Fernando

20 csan Pablo COrmoc CBaguio

21 CCabanatuan CBaguio Calamba

22 CCagayan de Oro a'CSan Carlos Sagay

23 Nabua CLegaspi cLucena

24 Calatrava CDagupan b,csan Carlos

25 CLipa Calamba a,c San Carlos

26 Toledo CNaga CDagupan

27 cDagupan Sagay COrmoc

28 COrmoc Clriga CBago

29 CLegaspi CLucena CLegaspi

30 Silay CTacloban Malolos.

apangasinan

bNegros Occidental

CChartered city as of census date.
Sources: Population Census (1903, 1918, 1938, 1948, 1960, 1970 and 1975).
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•.Table 7. Distributionof HouseholdsMigratingto Mindanao and Other

PlacesUnder the Auspicesof the Department of Labor,

BV Region ofOrigin:1918-39

To Mindanao To Other Places
Total

Region of Origin Migrants % of Total % of Total
Number Migrants Number Migrants

Central Industrial 10,8.20 9,_5.29 88.07 1,2911 11.93

NCR 2.07% 906 93.79 60 6.21

Central Luzon 20.01 8,475 90.72 867 9.28
Southern Tagalog 1.10 148 28.91 364 71.09

Traditional Agricultural 32,500 30_706 94.48 1,794 5.5___2

Uocos 20.83% 7,957 81.85 1,764 18.15
Bicol 0.14 65 100.00 -

Western Visayas 17.05 7,931 99.62 30 0.38
Central Visayas 31.48 14,697 100.00 -
Eastern Visayas 0.12 56 100.00 -

Frontier 19.._22 19___22 100.00 0.00

Cagayan Valley
Western Mindanao 0.34% 158 100.00
Northern Mindanao 0.07 34 100.00
Southern Mindanao
Central Mindanao

Philippines . 46,683 43,598 93.39 3,085 6.61
.. 93.2f%a

aSome 6.79 percent are unaccounted for.
Other places refer to the provinces of Albay, Cagayan, Camarines Notre, Camarines
Sur, Isabela, Mindoro, Negros Occidental, Nueva Viscaya, Palawan and Tayabas.

NCR (National Capital Region) refers to Manila and Rizal.

Source: Yearbook of Philippine Statistics, 1940.
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Table8, Numberof Urban Places,by Regions,1903-1980

Re,on 1903 1918 1939 1948 1960 1970 1975 1980

c_nt,_Ina_t 6 6 _7 _ 21 4__7 _ 77

NCR 1 1 1 1 1 1 1 1
Central Luzon 1 1 2 2 11 24 31 36
Southern Tagalog 4 4 4 4 9 22 28 40

_.ionat ,4_cu#,,,'al 23__ 2._66 29 3o 4__2 58 _3 8__8

Ilocos 4 4 4 4 9 12 15 15
Bicol 4 5 6 6 10 17 19 25
Western Visayas 8 10 11 12 16 !3 22 25
Central Visayas 2 2 3 3 3 10 10 15
EasternVisayas 5 5 5 5 4 6 7 8

Frontier 2-- 5 9 12 17 29 34 43

Cagayan Valley 0 0 0 0 1 3 4 6
Western Mindanao 0 1 3 3 3 4 3 5
Northern Mindanao 1 1 1 1 4 5 8 8
Southern Mindanao 1 2 3 4 5 7 9 11
Central Mindanao 0 1 2 4 4 10 10 13

Philippines 3__.1 3_._7 45 4__9 8__0 13__4 16_7 20__8

Note: An urban place refers to a chartered city or municipality which exceeds some
minimum population size and the average population density. The minimum

population sizes are: 5,000 (for 1903 and 1918), 17,000 (for 1939), and 40,000

(for 1948-75): An additional economic criterion (that urban area must have at

least 6 establishments whether commercial, manufacturing recreational or per.

sonal services) is incorporated during 1970 and 1975.

NCR (National Capital Region) includes Manila and Rizal.

Sources: Population Census (1903, 1918, 1939, 1960, 1970 and 1975).
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Table 9. Broad Regional Share of Urban Population, by Size
Category, 1903 - 75

1903 1918 1939 1948 1960' 1970 1975

Over 1,000, 000 - _ - 34.00 31-85 30.43 30.17

NCR - - - 34.00 31_85 30.43 30.17

500,000-999,999 - - 30.37 - - 4:,1_8 3.77

NCR - - 30.37

TAR ..... 4.18 3.77

100,000-499-999 32,05 37.92 14.69 17.30 16.66 15.66 16.42

NCR 32.05 29.31
MP ..... 4.48 5.46
TAR - 8.61 10.67 10.26 10.03 3.94 4.05
FR - - 40.2 7.04 6.63 7.24 6.91

40,000-99,999 14,47 19.42 38.74 48.70 51_49 49.73 49.64

MP - 5.58 7.33 8,01 14,48 16.89 16,96
TAR 14.47 13.84 23.76 30.74 27.38 23.63 23.49
FR - - 7.65 9,95 9.63 9.21 9.19

10,000-39,999 51.08 41.43 16.20

MY 12.94 4.73 1.13
TAR 37.07 29.74 11.76
FR 1.07 6,96 3.31

Less than 1O,000 2.40 1.23

MP 0.69
TAR 0.87 1.23
FR 0,84

Philippines 100.00 100.00 100.00 100.00 100.00 100.00 _q,_O0

(1,026) (1,573) (3,272) (4,615) (7,731) (13,211) (16,878)

Figures in parentheses denote thousand population.

NCR (National Capital Region) - Manila and Rizal, MP (Metropolitan Periphery) -
Central Luzon and Southern Tagalog, TAR (Traditional Agricultural Region) - Iloeos.
Bicol and Visayas; FR (Frontier Region) - Cagayan Valley and Mindanao.

Urban place refers to a chartered city or municipality which exceeds some minimum

population size and the average population density, The minimum sizes are 5,000
(for 1903 and 1918), 17,000 (for 1939), and 40,000 (for 1948, 1960, 1970 and 1975).
An additional economic criterion is incorporated during 1970 and 1975, viz., that the

urban area must have at least 6 establishments whether commercial, manufacturing,

recreational or personal services).

Sources: Population Census (1903, 1918, 1939, 1948, 1960, 1970 and 1975).
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Table 10. Regional Share of Export Crop Production, 1903 -39
(in percent)

1903 1918 1939

Abaca SugarCane Coconuts Tobacco Abaca Sugar Cane Coconuts Tobacco Abaca Sugar Cane Coconuts Tobacco

Cen _I Indusot¢t 6.56 19.7 i 73.30 3.02 5.41 44.35 41.04 3.57 0.49 29.30 34.35 4.78

HER - 1.19 - * * - - 0.05 * * - 0.05
C.entrat Luzon - 14.10 0.03 1.43 * 42.12 0.26 3.22 * 22.12 0.03 3.37
Southera Ta@fog 6.56 4.42 73.27 [ .59 5.41 2.23 40.78 0.30 0.49 7.18 34.32 1.36

7"mdtttona/A#n'cu/tura/ 83.20 79.72 17.98 47.60 81.33 55.00 44.17 51.33 37,94 70.68 39.33 38.23

llo¢os - 15.96 * 3 !.47 - 1.62 37.84 * 0.63 0.76 17.32
Bicol 47.26 2.91 1.t 4 0.17 49.09 - 9.67 0.35 22.90 - ! 6.23 2.75
Western Viuyu l.t2 52.28 1.05 3.74 3.97 55.00 3.57 4.36 0,63 57.48 0.86 5.4?
Central ViMysa 6.91 7.91 8.59 11.1 $ 2.64 - 18.73 7.41 1.24 I 1.35 8.62 9.98
Eastern Vtsayas 27.91 0.66 7.20 1.07 25.63 - 10.58 1.37 13.17 1.22 12.86 2.'/I

Front/er 10.23 0.55 8.71 49.38 13.63 0.65 14.78 45.09 61.55 * 26.28 56.96

Casaya]n Valley - 0.20 " 49.24 - 0.60 0.1 t 44.65 * * 0.01 53.49
Weaem Mindanao 3.94 0.24 0.54 - 3.81 - 0.75 0.06 4.76 - 6.74 1.22
Northern Mindan=o 5.82 0.11 6.64 0.12 4.78 - 13.63 0.29 8.07 - t5.01 0.99
SoLtthera Mindatm_ 0.47 - 0.04 0.02 4.62 - O.17 0.05 47.28 - 2.96 0.39
Central M.i_anao - - 1.49 - 0.42 0.05 0.12 0.04 1.44 - 1.56 0.87

Pht#pp,tn_ 100.00 IO0.OQ IO0.O0 I00.00 I,O0.O0 100.00 100.00 i_00,00 100.00 IO0.O0 tO0.QQ l'OOJO0 ':z.,
65,197 180,645 42,924 17,005 279,748 6,131 210,259 60,259 144,131 1,004,053 494,342 32,115

7

• - Amount negligible up to 4 decimal places.

Note: The totals are expressed in thousand kilograms.

Details may not add up to totals due to rounding. _=
Source: Economic Census(1903, 1918 and 1939).
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Table 11. Regional Population Density, 1903-75 (persons/sq. kin.)

G_

Region 1903 1918 1939 1948 1960 1970 1975

Industrial ;31.44 ,41.51 66.50 83.45 122.65 182.99 218.78
Central

C

NCR 190.68 265.08 549.28 851.95 1,334.25 2,146, 89 2,690.93
Central Luzon 45.17 57.48 86.76 101.71 140.80 203.72 239.20
Southern Tagalog 19.16 25.60 37.82 43.39 63.73 90.97 103.25 ._

_e

Traditional Agricultural 47.52 62.91 90.44 104.64 129.76 156.46 173.23
t-q
o

Ilocos 48.49 63.81 80.14 90.14 112.55 138.65 151.58 u_
Bicol 36.52 47.64 76.37 94.51 134.00 168.26 181.13 o
Western Visayas 53.58 66.62 107.48 125.13 152.22 178.92 205.55
Central Visayas 75.21 99.39 130.71 141.79 168.73 202.84 226.55

Eastern Visayas 30.57 45.61 68.22 82.31 95.23 111.12 121.30

Frontier 7.33 11.24 21.39 26.87 47.59 69.76 80.06
,.4

Cagayan Valley 9.43 12.36 19.66 21.29 33.02 46.46 53.10

Western Mindanao I0.10 17.13 32.28 40.82 72.29 100.03 109.60
Northern Mindanao 8.00 i2.67 24.94 32.55 45.80 68.93 81.69
Southern Mindanao 4.37 6.51 14.22 18.23 42.68 69.44 85.65
Central Mindanao 5.02 9.47 20.79 29.22 59.39 83.35 88.88

Philippines 25.45 34.38 53.33 64.1____! 90.29 122.28 140.2____44

NCR (National Capital Region) includes Manila and Rizal.

Sources: Population Census (!903, 1918, 1939, 1948, 1960, 1970 and t975).
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Table 12. Distributionof ManufacturingGrossValueAddedby IndustryGroups,190375 (in percent)

Industry 1903 1918 1938 1948 1956 1960 1967 1972 1975

Food Manufacturing 25.7 50.9 52.1 30.8 27.0 27.0 29.72 27.06 25.67
Beverages 12.7 5.3 4.7 25.1 10.7 8.6 4.49 5.41 4.89
Tobacco Products 24.2 9.6 7.2 4.7 6.1 5.6 6.94 7.10 9.32
Textile Products 0.5 0.5 0.8 2.6 3.7 4.6 6.07 5.96 5.58
Footwear & Other WearingApparel 5.9 3.5 7.8 6.6 5.1 3.0 4.49 3.22 3.57
Wood & Cork Products 8.0 5.4 5.3 9.7 5.0 4.0 5.46 4.35 2.85
Furniture & Fixtures 2.3 1.3 1.9 1.8 1.3 0.9 0.73 0.64 0.45
Paper & PaperProducts 0.0 0.0 0.0 0.0 1.7 2.3 2.70 2.58 2.94
Printing & Printed Products 4.9 1.7 3.6 3.7 3.1 3.2 2.18 1.98 2.70
Leather Products 0.7 0.3 0.1 0.0 0.2 0.3 0.40 0.16 0.18
Rubber Products 0.0 0.0 0.0 0.6 0.9 3.2 t .35 1.64 1.59
Chemicals & Chemical Products 1.9 10.9 6.9 2.9 9.9 10.0 6.96 13.53 13.09
Products of Coal & Petroleum a •a b b b b 7.56 7.83 7.44
Non-Metallic Mineral Products 3.9 0.7 3.3 2.1 4.7 3.7 4.56 3.32 3.61
Basic Metal & Metallic Products 0.9 0.8 0.7 1.9 4.7 8.0 5.88 6.05 5.96
Machinery 3.6 0.8 0.2 0.5 2.1 4.2 4.20 4.03 3.83
Transportation Equipment a 1.3 0.4 1.0 2.2 2.2 5.09 3.85 5.09
Miscellaneous 4.2 5.9 3.9 5.7 11.2 8.2 1.22 1.29 1.24

Total Manufactuting 100.0 c 100.0c 100.0 c 100.0 c 100.0 c 100.0 c 100.0 100.00 100.00 __
.a@

a = negligible b _ includedin miscellaneousmanufacturers c = thesumof the f_ares do not total 100.00due to rounding.
Sottrcea:Umana(1966),AppendixTableI for 1903-60data.

PhilippineStatisticalYearbook,1978 for 196%75data.



186 SPATIAL AND URBAN DIMENSIONS OF DEVELOPMENT

APPENDIX

Table 13. RegionalShare of ManufacturingValue of Production, 1903-48
(in percent)

Region 1903 1918 1939 1948

Central Industrial 84.31 66.96 63.55 57.23

NCR 21.00 58.25 39.64 41.75
Central Luzon 4.97 3.58 15.78 7.48

Southern Tagalog 58.34 5.13 8.13 8.00

Traditional Agricultural 15.48 31.53 31.51 34.14

Ilocos 1.39 2.28 2.84 3.44
Bicol 0.93 4.16 1.62 3.38
Western Visayas 11.37 4.33 21.50 13.26
Central Visayas 1.51 6.93 4.47 12.37
Eastern Visayas 0.28 13.83 1.08 1.69

Frontier 0.21 1.51 4.94 8.63

Cagayan Valley 0.05 0.35 1.41 1.63
Western Mindanao 0.11 0.35 0.89 0.68
Northern Mindanao 0.05 0.30 0.96 2.53
Southern Mindanao - 0.18 0.40 2.63
Central Mindanao - 0.33 1.28 1.16

100.00 1oo.o___..Q 100.00 100.0_
(116,829) (261,840) (357,305) (2,398,080)

Figures in parentheses denote value of production in thousands of pesos at current
prices.

NCR (National Capital Region) includes Manila and Rizal.

Source: Economic Census (1903, 1918, 1939 and 1948).
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Table 14. Paid-in Capital of All BusinessOrganizations,by Broad
Geographical Regions,1946-69

(in percent)

TOTAL

Manila Luzon Visayas Mindanao Philippines (in _'1,000)

1946 80.93 8.96 6.32 3.79 100.00 20,581

1947 84.89 7.60 3.42 4.09 100.00 25,396

1948 74.22 7.06 14.58 4.14 100.00 17,522

1949 77.44 8.67 11.18 2.71 100.00 17,268

1950 89.07 2.84 6.52 1.57 100.00 44,042

1951 78.73 11.38 6.23 3.66 100.00 25,691

1952 84.86 10.36 2.99 1.79 100.00 22,381

1953 56.88 27.00 9.30 6.82 100.00 174,895

1954 57.48 24.52 10.85 7.15 100.00 154,167

1955 57.04 25.38 10.08 7.50 100.00 110,762

1956 62.02 18.56 9.56 9.86 100.00 135,496

1957 60.56 20.23 8.97 10.24 100.00 138,610

1958 66.03 18.72 10.14 5.11 100.00 142,607

1959 71.96 13.86 8.35 5.83 100.00 175,984

1960 67.49 16.35 8.90 7.26 100.00 184,855

1961 67.22 16.72 10.16 5.90 100.00 236,727

1962 70.19 14.33 7.14 8.34 100.00 282,266

1963 68.07 16.30 7.94 7.69 100.00 373,524

1964 68.01 17.18 7.73 7.08 100.00 340,500

1965 61.67 23.34 7.85 7.14 100.00 327,267

1966 60.08 24.39 8.41 7.12 100.00 388,009

1967 60.94 21.11 10.13 7.82 100.00 419,182

1968 62.63 22.82 7.93 6.61 100.00 470,815

1969 64.20 21.31 6.92 7.57 100.00 3,011,587

Note: From 1946-54 Manila includes Quezon City and Rizal, from 1955-69, Manila
includesQuezon City,Pasay,Caloocan, San Juan, Makati and Mandaluyong.
Furthermore,only the paid-incapitalof corporationsisavailablefrom 1946-52.

Sources: Bureau of Commerce, Securities and Exchange Commission, and Statistical
Bulletin of the Central Bank of the Philippines, 1951-69.



APPENDIX Table 15. RegionalAllocation of Infrastructure Expenditure, FY 1959-61
1971-73 (in percent) ®

Flood Control and Building, SchoolsRegion All Infrastructure Portworks Waterworks In'igation Drainage and Hospitals Highways .

1959-6t 1971-73 I959-61 197t-73 1959-61 1971-73 1959-61 1971-73 1959-61 1971-73 1959-61 1971-73 1971-73

Central Industrial 56.____66 56.1 70._..44 64.5 54.3 92.2 25.....99 63.6 6t._._33 67._.._1 70.___L1 60.5 26.0

NCR anct Southern Tagalog 49.6 28.3 70.2 63.4 48.989.3 10.6 5.6 18.1 29.5 68.9 49.6 16.7
Central Luzon 7.0 27.8 0.2 1.1 5.4 2.9 t5.3 58.0 43.2 37.6 t.2 10.9 9.3

Traditional Agricultural 24.____0 24.___99 18._._44 20.6 26.1 4._1 50.__5 8._.44 23.____3 20.9 4.._.1 34.._,__7 44.0

lIocos 4.8 4.2 2.9 2.9 7.6 1.0 6.5 1.2 3.9 6.2 0.2 5,7 5.5
Bicol 4.3 7.2 3.7 4.5 1.5 t.9 19.7 1.2 I 1.0 4.7 - 3.9 13.6

Western Visaya$ 7.1 1.8 3.0 !.8 4.9 0.4 17.8 2.0 4.7 • 3.7 3.5 7,1 ' 0.3

Central Visayas 1.9 2.9 4.2 2.4, 2.0 0.2 0.0 0.0 3.3 1.5 -- 3.6 7.7

Eastern Visayas 5.9 8.8 4.6 9.0 10.1 0.66.5 4.0 0.44.8 0.4 14,4 ! 6,9

Frontier 19.____4 19.0 11.__22 14.___99 t9.6 3._77 23.5 28.0 15.___44 12.__0 25.8 4._88 30...__00

Cagayan Vatiey 4.4 6.3 1.1 0.1 2.5 0.9 13,8 4.2 3.5 1.7 0.8 2.7 18.3
Westem Mindanao 1.6 2.2 3.1 2.9 1.3 0.3 1,7 3,2 - 2.7 - 0.4 0.9

Northern Mindanao 2.3 8.9 3.9 7.8 3.6 2.0 0,1 11.8 1.8 3.3 0.1 0.8, 8.8
Southern and Central Mindanao | 1.1 1.6 3.1 4.1 12.2 0_5 7.9 8.8 10.! 4.3 24.9 0.9 2.0

Philippines 100.00 100.00 ]00.00 f00.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00

(40,104) (224,870) (11,142) (22,814) (12_255) (24,734) (8,828) (87,080) (,I,602) (8,087) (7,056) 07,400) (66,802)

Figures in parentheses are expenditures expressed in thousand pesos.

Source: Table 7, Javier (1976).
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Table 16. Regional Farm Density, 1960and 1971

Region 1960 Rank 1971 Rank

Central Industrial

Central Luzon 1.95 3 2.15 3

Southern Tagalog 1.65 4 1.66 10

Traditional Agricultural

Ilo¢os 3.01 1 3.57 1
Bicol 1.43 8 1.70 8

Western Visayas 1.55 7 1.86 6
Central Visayas 2.68 2 2.82 2
Eastern Visayas 1.68 5 1.88 5

Frontier

Cagayan Valley 1.65 6 2.06 4
Western Mindanao 1.27 9 1.68 9
Northern Mindanao 1.26 10 1.60 11
Southern Mindanao 1.19 11 1.46 12
Central Mindanao 1.16 12 1.85 7

Note: Farm density is expressed as farm population per hectare.

Source: Agricultural Census (1960 and 1971).
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Table 17. Paid in Capital of AU BusinessOrganizations by Region

1970-1979 (in percent)

Region 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

CentralIndustriat 73.00 73.00 73.00 73.00 73.18 73.00 73.00 84.85 76.17 85.03

NCR 43.90 43.90 43.90 43,90 44.08 43.90 43.90 72.28 66.81 72.50

Central Luzon 23.10 23.10 23.10 23.10 23.10 23.10 23.t0 I0.83 5.25 7.12

Southern Tagalog 6.00 6.00 6.00 6.00 6.00 6.00 6,00 1.74 4.11 5.t4
_e

Traditional Agricultural 15,00 15.00 15.00 15.00 14.94 15.00 15.00 8.44 8.57 10,30

O
llocos 2.00 2.00 2.00 2.00 1.94 2.00 2.00 0.60 2.11 3.24

Bicol 1,80 1.80 1.80 1.80 1.80 1.80 1.80 0.95 1.52 1.58 O
Western Visayas 2.20 2.20 2.20 2.20 2.20 2.20 2.20 t.40 2.07 2.09

8.20 8,20 8.20 8.20 5.15 2.22 2.09Central Visayas 8.20 8.20 8.20

Eastern Visayas 0,80 0.80 0,80 0,80 0.80 0,80 0.80 0.34 0.65 1.30 "_

O
Frontier 12.00 12.00 12.00 12.00 12.00 12.00 t2.00 6.7] t5.76 5.32

t=l,

Cagayan Valley 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.54 0.99 1.17
Western Mindanao 0.90 0.90 0.90 0.90 0.90 0.90 0.90 0.20 0.61 0.47

Northern Mindanao 1.90 1.90 1.90 1.90 1.90 1.90 t .90 1.94 1.83 1.41

Southern Mindanao 1.70 1.70 1.70 1.70 1.70 1.70 1.70 0.68 1.55 1.45
Central Mindaaao 7.00 7.00 7.00 7.00 7.00 7.00 7.00 3.35 10.28 0.82

Philippines 100.00 100.00 100.00 100.00 100.00 100.00 100.00 t00.00 100.00 100.00

(437,967) (573,040) (604,273) (983,559) (1,673,653 a) (1,635,483) (!,712,9491(2,177,5711 (3,208,943) (2,249,972 a)

aDet=_ldo not addup to total dueto rotutdlng.

Note:F_L,_ _,,pa_tthe=es axeex[_eiae¢lm thous.nd pesos.

Souroea: SbtgJstic_lBul_ti_ of the _tral _ of the Phi_plpine,_ I970-79.



APPENDIX

Tabie 18. Regiona[ Share of Resource-BasedManufacturing Output, 1975 (in percent)

Region Food Leather and Wood and Paper and Petroleum Non-metal Iron and
Manufacturing Products Products Products Refineries Products Stee]

Central Industrial 28.76 100.00 22.72 81.90 100.00 59.01 45.71

Manila 13.81 30.91 30.91 15.10 41.27 23.19
Central Luzon 5.46 68.86 3.76 8.85 _ 56.47 |4.63 2.49
Southern Tagalog 9.49 0.23 3.86 31.8{) 43.53 21.19

Traditional Agricultural 59.39 0.00 13.39 4.58 0.00 24.10 a 0.13

llocos 0.35 2.01 19.25 D
B/col 1.08 t, 13 D D

Western Visayas 43.89 8.49 0.70 0.13
Central Visayas 9.83 1.07 4.58 4.15 D
Eastern Visayas 4.24 0.69 ,, D

Frontier 1 ! .85 0.00 63.89 10.18 a 0.00 17.84 a 51.33 b

Cagayan Valley 0.37 i 1.04 __ 0.01
Western Mindanao 0.16 8.08 D 0.23
Northern Mindanao 5.73 16.36 9.55 13.02
Southern Mindanao 4.85 20,30 0.62 1.80
Central Mindanao 0.74 8.11 D 2.01 51.10 b

Philippines I00.00 100.00 100.00 100.00 100.00 I00.00 100.00
(4,175.695) (26,464) (702,447) (49,-_-_) (3,215,382) (544,997) (571,247)

(4,175.695) (26,464) (702,447) (499,947) (3,215,382) (544,997) (571,247)

Figuresin parenthe_s are censusvalue addedeeumates expressed in thousm_dpesos a_urtent prices.
Note: The data pertainto largemanufacturingestablishments defined as those h_g 10 or mo,-eemployed workers.

D - Undisclosed figuresas stipulated by the confidentiality clause.
a - Exclude undisclosedfJsure_ -
b -- Estimatesbased on publithed data.

Source: 1975 Census of Estebtiduments.Volume on Manufagtttring. _.=



Table 19. Share of Resource-Based Industries in Regional Manufacturing Output
(in percent)

Food Leather and Wood and Paper and Petroleum Non-Metal hon and Resource-Based

Region Manufacturing Products Products Prod'acts Refineries Products Steel industries

Central fnd,strial

Manila 5.68 0.08 1.03 2,03 1,25 2.43 12.50

Central Luzon 8.22 0,66 0.94 1.59 65.52 2.88 79.81Southern Tagalog 14.01 a 0.95 5.62 49.47 4.08 0.96 75.09

.=
Traditional Agric'u#ural _,

l|oeos 6.85 6.70 50.32 D 63.97 c
Bico| 41,06 7.13 D D 48.19 c

Western Visayas 92.93 2,99 O.19 0.04 96, t 5
Central Visayas 35.99 0,65 t.98 0.20 40.83

Eastern Visayas 92.40 2.50 D 94.90 e

k'ronlier _r5
<

Cagayan Valley 14.58 70,89 0.07 85,54
Western Mindanao 28.32 57.83 D 2.26 88.41 c

Northern Mindanao 45.62 21.68 9.12 13_53 89.95
Southern Mindanao 46. I 1 32.13 0.71 2.23 81.18 L_

Central Mindanao 6.32 I !.56 D 2.25 59.87 b 80.00

Philippines 19.86 O. 12 3.34 2 r38 I 5.29 2.59 2.72 46.30

(4,175,695) (26,464) (702,447) (499,947) (3,215, 382) (544,997) (571,247) (9,736.179)

Figures in parentheses are census value added estimates expressed in thousand pesos et cuzrent prices.

Note: The data pertain to large establishments def'med as those having 10 or more employed workers.

D - Undisclosed figures as stipulated by the confidentiality clause.
a - Insignificant up to the 4 decimal place
b - Estimates based on published data.
c - Excludes undisclosed figures

Source: 1975 Census of Establishments (Volume on Manufacturing)



Table 20. Regional Shareof Selected Characteristics of Manufacturing Activity, 1975 •

Book Value of

Region Census Value Persons Fixed Assets, Salaries
Added Employed Establishments Dec. 31 and Wages Subsidies

Central Industrial 74.91 72.77 69.33 70.67 74.20 88.45

Manila 48.26 58.07 51.60 39.28 60.70 54.22
Central Luzon 13.46 6.41 8.51 13.72 5.70 I .i 3
Southern Tagalog 13.19 8.29 9.22 17.67 7.80 33.10

Traditional Agricultural 17.22 14.98 20.44 17.93 t 5.18 "i.61

llocos 0.99 1.72 2.79 2.10 1.33
Bicol 0.52 i. 15 3.00 2.45 0.60 0.19
Western Visayas 9.38 5.96 4.59 7.56 7.94 0.85
Central Viaayas 5.42 5.62 9.17 5.10 4.76 0.57
Eastern Visayas 0.91 0.53 0.89 0.72 0.55

Frontier 7.87 12.25 10.33 11.40 10.62 9,_4

Cegayan Valley 0.51 2.15 1.61 0.36 0.88 0.80
Western Mindanao 0.46 0.86 I. 17 0.53 0.76
Northern Mindanao 2.49 3.02 2.58 3.84 2.97 0.38
Southern Mi_danao 2.09 4.06 3.54 4.37 4. t7 0.02
Central Mindanao 2.32 2.16 1.33 2.30 1.84 8.74

Philippines 100.00 100.00 100.00 100.00 100.00 i 00.00

(21,029,696) a (511,737)b (6,391) ¢ (14,628,515) a (2,842,752) a (65,722) a
,a3ImM

Note:The deta pertaiu to larse manufaet_ establid_m_tm defined u ff_olehavifl$ l0 or more empbyed workm_

aEx_ _- thomumd .oomsat currentprioet,
bDenotetotal _.umbczof employedpenmne.

CReln'e_eattotal number of e61abttc-lhmeffts. _D
Semee: 1975 Census of EstablbthmFa_ts,Volume on lt_mufactem_aS, b_
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GOVERNMENT POLICIES
AND SPATIAL DEVELOPMENT
GUda B. Reyes and Cayetano Paderanga, Jr.

The development of the country is influenced to a considerable extent
by the cumulative effects of past and present government policies. Policies
in turn are formulated in response to problems and opportunities posed by
economic conditions. Different economic regimes have been apparent in
the Philippines which indicate changing objectives and strategies for national
development.

Since the turn of the century, four major policy periods are recog-
nizable, namely: (a) the American colonial period when policies reflected
the aims of a colonial power vis-a-vis a subject colony; (b) the control and
import substitution period from 1948 to 1960, when the newly-independent
country sought to transform the colonial structure of its economy; (c) the
decontrol and devaluation period from 1960 to 1968; and (d) the regional
awareness period from 1969 to the present. 1 This paper attempts to provide
a rationale for the identification of periods as well as explores the relation-
ships between the changing policy thrusts and the spatial pattern of develop-
ment that evolved.

The Colonial Period: 1900-39

The special relationship between the Philippines aad the United States
during this period is manifested in the policies which tended to encourage
the production of primary commodities for export to the United States. The
principal exports were agricultural products of which abaca was the most

1Starting 1980, a newer dimension has been superimposed on the policies indica-
ting regional awareness and trade liberalization. However, it is premature to discuss the
effects of these new policies.
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important during the early part (Table 1). On the other hand, processed
products were imported from the United States. From 1911 to 1935, the
chief imports were iron and steel products (Table 2). Preferential tariffs
and quotas during the period typified this special relationship. It started
with a 25 percent preferential tariff rate on Philippine products given in the
Tariff Act of 1902. 2 This was followed by the Payne-Aldrich Law of 19093
which established reciprocal free trade between the United States and the
Philippines with certain quantitative limits on the volume of sugar and

tobacco products that may be exported. Exports of rice, however, were not
given any preferential treatment; nor were Philippine exports which con-

tained more than 20 percent of imported materials. 4 The free trade arrange-
ment was continued under the Underwood-Simmons Tariff Act of October

3, 1913 which removed the limitations on sugar, tobacco and rice. Between
1913 and 1934, there were other rate changes affecting other Philippine
products such as coconuts, shell buttons, manila fiber cordage and cotton
embroideries mandated by the Tariff Act of 1922 and Tariff Act of 1930.

The Philippine Independence Act 5 (otherwise known as the Tydings-Mc-
Duffle Law) wlaich provided for a 10-year transition period before indepen-
dence would be granted to the Philippines, was approved on March 24, 1934.
The free trade relationship between the United States and the Philippines
was continued but quotas were again established for Philippine sugar, coco-
nut oil and cordage.

The implementation of the Tariff Act of 1902 increased the share of

Philippine exports to the United States from 27 percent in 1899 to 40 per-
cent in 1903 (Table 3). The resulting increase in exports benefitted specific
products: rice from Central Luzon, sugar from Central Luzon, Southern
Tagalog and Visayas; hemp from Bicol; coconuts from Visayas regions and
Southern Tagalog; and tobacco from Ilocos and Cagayan Valley (cf. Hermo-
so's Special Study). Other acts passed further strengthened the impetus of

2H.R. 5833, entitled "An Act Temporarily to Provide Revenue for Philippine
Islands and for other Purposes," prescribed that all articles and products of the Philip-
pines admitted into the ports of the United States shall be levied only 75 percent of the
normal rates of duty in The Statutes at Large of USA. Congressional Record, 37th Con-
gress, Session I, Chapter 140. (Washington: Government Printing Office, 1902) pp. 54-55.

3H.R. 9135.

4 The Statutes at Large of the USA. Congressional Record, 61st Congress, Session I,
Chapter 8. (Washington: Government Printing Office, 1909) pp. 130-181.

5Ibid. Chapter 84, pp. 456-464.
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Table 1. Value and Share of LeadingExports
to the United States 1900-1909

_ha_e

(in thousand of US$) (in percent)

Abaca 87,724 88.96

Sugar cane 8,127 8.24

Tobacco 196 0.20

Copra 660 0.67

AU other products 1,909 1.94

TOTAL EXPORTS 98,616 100.00

Source of basic data: U.S. Tariff Commission. US-Philippine Tariff and Trade Relations
(Washington, D.C., 1931) pp. 76-77.

this development. During this period, the primary product export orienta-
tion of the Philippine economy spurred its economic development. In 1902,
the gross value added for agriculture was 55 percent, while the non-agricul-
tural sector accounted for only 45 percent. The agricultural share increased
further to 60 percent in 1918 followed by a subsequent decline in 1938.
Meanwhile, the share of the non-agricultural sector gross value added
increased from 40 percent in 1918 to 53 percent in 1938 (Table 4). The
latter development may however be attributed to the increase of gross value
added in the manufacturing sector (Table 5) which consisted mainly of food
manufactures, tobacco and wood products (Table 6).

The next major policy change came with the passage of the Philippine
Independence Act. During the transition period, the free trade relationship
was gradually dismantled and duty-free quotas were reinstalled for sugar,
coconut oil and cordage. The preferential treatment of sugar persisted long
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Table 2. Value and Share of Principal Philippine Imports from the
United States by Commodity Groups For Selected Years

1911-35

Commodity Group 1911-141 1924-281 19291 19342 i 9352

Cotton goods -5,539 -14,245 -15,849 7,822,554 6,767,471
-(39.90) -(29.30) -(23.85) (14.39) (12.45)

Iron and steel products 3,278 7,046 10,332 8,887,434 8,516,040
(23.61) (14.49) (15.55) (16.34) (15.66)

Mineral oil 1,099 2,450 3,559 5,500,688 6,486,532
(7.92) (5.04) (5.36) (10.12) (11.93)

Tobacco products -198 -2,092 -3,151 2,857,329 3,696,087
-(1.42) -(4.30) -(4.74) (5.25) (6.80)

Automobiles and parts 711 5,049 7,546 3,880,779 3,584,046
(5.12) (10.39) (11.36) (7.14) (6.59)

Dairy products 171 2,610 3,035 2,083,209 1,625,290
( 1.23) (5.37) (4.57) (3.83) (2.99)

Wheat flour 1,113 4,185 4,348 1,816,910 1,222,345
(8.02) (8.61) (6.54) (3.34) (2.25)

Chemicals, drugs and dyes

and medicines 386 1,489 1,74-4 1,695,221 1,724,789
(2.78) (3.06) (2.62) (3.12) (3.17)

Silk, rayon and manufactures 108 1,595 2,034 !.176,220 970,566
(0.78) (3.28) (3.06) (2.16) (1,79)

Electrical machinery,

apparatus and appliances 53 1,777 3,140 1,877,939 1,857,808
(0.38) (3.66) (4.73) (3.45) (3.42_

Paper, unprinted 446 1,316 1,876 1,543,766 1,395,877
(3.2 I) (2.71 ) (2.82) (2.84) (2.57)

Fertilizers 5 1,472 2,131 746,421 1,146,399
(0.04) (3.03) (3.21 ) (1.37) (2.11 )

India rubber & manufactures 264 594 1,03.5 1,601,083 1,464,752
(1.90) (1.22) (1.56) (2.94) (2.69)

Vegetables 201 549 719 720,873 767,822
(1.45) 0,13) (1.08) (1.33) (1.41)

Meat products -606 -541 -636 686,911 940,432
-(4.37) -(1.11) -(.96) (1.26) (1.73)

Fish and fish products 367 1,822 1,898 840,609 704,552
(2.64) (3.75) (2.86) (1.54) (1.30)

Fruits and nuts 163 894 1,233 888,594 990.956
(1.17) (1.84) (1.86) (1.63) (1.82)

•Leather and manufactures 1,053 1,414 1,723 1,133,027 1,011,594
(7.59) (2.91) (2.59) (2.08) (1.86)

Allotherproducts 4,463 14,354 20,092 8,616,111 9,426,142
(32.15) (29.53) (30.24) (15.84) (I 7.34)

TOTAL 13,881 48j616 661445 54_375_678 54 366 500
(I00.00) (100.00) (100.00) (100.00) (I00.00)

Note: 1911-14_d 1924=28figure=denotearmttalaverage.
Valuein US$.
Flgut'esin pmnthesee arepefc:enttgeshams_

_: Iu_-TaliffCommi_on. US-PhilippineTo_f oftdTradeRelatinnt, 1931,pp. 109=110.

2US-TariffCommis_on.US-PhilippineTrade, 1937,p. 29.
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Table 3. Share of U.S. in Foreign Trade of the Philippines 1899.1909

Total Imports Total Exports Imports ExportsYear
(in pesos) (in pesos) (in percent)

1899 38,385,972 29,693,164 7.05 26.51

1900 49,727,558 45,980,746 8.66 12.88

1901 60,324,942 49,006,706 11.72 18.55

1902 66,684,332 57,343,808 12.46 40.03

1903 67,622,768 64,793,492 11.35 40.35

1904 59,155,462 58,299,000 17.24 39.98

1905 60,101,100 66,909,548 18.60 44.36

1906 52,807,536 65,285,784 1.6.96 36.36

1907 60,907,620 66,195,734 16.64 31.21

1908 58,372,240 65,202,144 17.48 32.06

1909 62,168,838 69,848,674 20.73 42.17

Sour_ of basic d_a: Pht_pp_e 8_tis_l Yearbook (Manila: Bureau of Printing, 1947)
p. 341.
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Table 4. Gross Value Added in Agriculture & Non-Agriculture
For SelectedYears 1902-1938

(valuein PM, in 1939 prices)

Agriculture Non-Agriculture Total
Year

Value Percent Value Percent Value Percent

1902 134.0 55.0 109.8 45.0 243.8 100.00
1918 294.5 60.4 193.0 39.6 487.5 100.00
1928 313.5 53.7 270.2 46.3 583.7 100.00
1938 328.0 46.6 375.9 53.4 703.9 100.00

Source: Hooley, Richard. "Long-Term Economic Growth in the Philippines, 1902-1961,"
in Proccedings on the Conference on Growth of Output in Philippines.
Los Bafios, Laguna, December 9-10, 1966, pp. 4-14.

Table 5. Gross Value Added in Non-Agriculture, Major Industry Groups
For SelectedYears, 1902 - 1938
(valueint>M in 1939 prices)

1902 1918 1938
Industry Group

Amount Percent Amount Percent Amount Percent

Commerce 76.5 69.7 120.3 62.3 117.4 31.2

Manufacturing 31.7 28.9 59.9 31.0 149.2 39.7
Electric Power 0.8 0.7 3.3 1.7 11.4 3.0

Mining & Forestry 0.1 0.1 3.3 1.7 56.4 15.0
Shipping 0.2 0.2 3.9 2.0 13.6 3.6
Railroad 0.5 0.4 2.7 1.4 8.2 2.2

Other Transportation a a a a 14.9 4.0
Communication a a a a 4.8 1.3

TOTAL 109.8 100.00 193.3 100.00 375.9 100.00

a Less than 0.1 percent.

Source: Hooley, Richard. op. cit.
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Table 6. Value Added of Manufacturing Industry Groups
For SelectedYears 1902-1938

(Value in PM, in 1938 prices)

1902 1918 1938

Industry Group Amount Percent Amount Percent Amount Percent

Food Manufactures 4.67 25.76 45.51 50.96 95.43 52.16

Tobacco Products 4.40 24.27 8.62 9.65 13.17 7.20

Wood& Cork Products

Except Furniture 1.45 8.00 4.85 5.43 9.82 5.37

Total Agriculture-
based Manufacturing 10.52 58.03 58.98 66.04 118.42 64.73

Others 7.61 41.97 30.33 33.96 64.53 35.27

Total Manufacturing
Value Added 18.13 100.00 89.31 100.00 182.95 100.00

Source: Umafia, Salvador. "Growth of Output in Philippine Manufactuxing, 1902-
1960", in Conference on Growth of Output in the Philippine& (Los Bafios,
Laguna: International Rice Research Institute, 1966) pp. 3-25.

after independence and resulted ha greater economic activity in the sugar-
producing regions of Western Visayas, Central Luzon and Southern Tagalog.
The othe dollar-producing places in the country were: the Bicol Region for
hemp; Southern Tagalog for coconuts; Central Luzon for rice; and Ilocos
and Cagayan Valley for tobacco.

Spatial Distribution of Economic Establishments and Employed Workers

Economic establishments consisting of manufacturing, commerce and
agricultural t-u'rns in the country were concentrated in some regions (a
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featurewhich contributed to the unequal spatial impact of policies). For
manufacturing, the National Capital Region (NCR) had the highest number
of establishments, being the center of business and trade, closqly followed
by Western Visayas and Central Luzon during the early colonial period. In
1939, however, the Ilocos Region had the greatest number of economic

establishments followed by Central Visayas and Southern Tagalog. Except
for NCR, these regions produced export crops such as tobacco, sugar and
coconuts. Southern and Eastern Mindanao consistently ranked lowest
among the 13 regions from 1903-39.

Commercial establishments were also found to concentrate at certain
regions, such as Central Visayas, Western Visayas and Ilocos. The volume of

commercial activities brought about by the primary exports of products of
sugar and tobacco may be associated with the density in the number of
commercial establishments. Again, the Mindanao regions had the least share
in the number of establishments.

The employment sector of the country followed the same uneven
spatial distribution. The greatest concentrations of the labor force were in

the National Capital Region, Southern Tagalog and Ilocos Region, where
more manufacturing, commerce and agricultural activities were being carried
on (Hermoso's Special Study, Appendix). Eastern Mindanao showed the
most rapid growth performance for number of establishments from 1903

to 1939 (35 percent). This was followed by Southern Mindanao, which had
a rate of growth of 12 percent from 1903 to 1918, and Western Mi.ndanao
which experienced a growth rate of 11 percent per census year from 1918
to 1939. The growth of Eastern Mindanao may be associated with the ex-
pansion in t.he number of farms, while the growth of Western Mindanao and

Southern Mindanao resulted from the expansion of the service sector (Her-
moso's Special Study, Appendix).

The Import Substitution Period: 1946-60

The package of policies which prevailed throughout most of the early
post-World War II period arose as a responseto the two objectives deemed
very important in 1946: the reconstruction of productive capacity which
had been severely damaged during the war and accelerated growth through
rapid industrialization. As the period progressed, the latter became the
more avowed goal. The policy mix pursue_d during this period set the macro-
economic and spatial development pattern of subsequent years.
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The immediate Post-War Period: Exchange and Import Controls, Tax
Incentives and The Tariff System

World War II severely disrupted economic operations in the country
and virtually razed all the country's industrial establishments. Rapid indus-
trialization alst) exerted a severe strain on the country's balance of pay-

ments with the value of imports continuously increasing and its primary
product exports experiencing lower and fluctuating values (Table 7). In
response, the government instituted at various occasions three major sets
of policies; exchange and import controls, tax incentives, and tariff policies.

Exchange and Import Controls

Although exchange and import controls came a bit later than tax
incentives, the effects of the former were more pervasive. And while ex-

change controls were in place, tax and credit incentives were superfluous
(Valdepenas, 1970). The initial application of import controls came with the

imposition of 30 percent hnd 15 percent sales taxes on luxury and semi-
luxury items, respectively, in 19486 as an attempt to slow down the growth
of imports. In addition, an Import Control Board was set up to regulate the
importation of non-essential and luxury articles through quotas. 7 However,
these two instruments appeared to be ineffective. Imports kept on increasing.

The consequent foreign exchange difficulty triggered the formation of
the Central Bank of the Philippines in 1949. 8 Among other things, the
Monetary Board through the Bank was empowered to formulate policies
and guidelines for the management of the foreign exchange of the country.
One of the earliest Acts of the Central Bank was the imposition of foreign
currency controls. All export earnings had to be surrendered to the bank
and all foreign currency needs had to be procured from the bank. The

official rate of exchange between the peso and the dollar was also pegged at
P2 to $1. The Import Control Commission was set up later to aid in the
control of imports. 9 This Commission was authorized to issue import
licenses (which controlled the issuance of dollar allocations). Import licenses

6Republic Act No. 217, June 1, 1948.

7Republlc Act No. 330, July 15, 1948.

8Republic Act No. 265, June 15, 1948.

9Import Control Act. RA 650, June 15, 1951.
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Table 7. Fo_ign Trade of the Philippine, 194_60
(F.O.B. Value in Million U.S. $)

Year Total Va_e of V_ue of B_ance of
Trade Expo_s Impo_s Trade

1945 29.69 .67 28.93 -28.26

1946 360.05 64.19 295.86 -231.67

1947 776.90 265.55 511.35 -245.80

1948 887.41 319.21 568.20 -248.99

1949 824.54 255.85 568.69 -312.84

1950 688.88 332.70 356.18 -23.48

1951 895.26 415.74 479.52 -63.78

1952 778.52 352.41 426.11 -73.70

1953 847.95 400.61 447.34 -46.73

1954 863.73 412.09 451.64 -39.55

1955 955.60 419.26 536.34 -117.08

1956 982.29 472.68 509.61 -36.93

1957 1052.05 430.66 621.39 -190.73

1958 1013.09 459.81 553.28 -93.47

1959 1026.50 505.54 520.96 -15.42

1960 1159.96 535.44 624.52 -89.08

So_ce:ForeignTradeSm_ffcsofthe Philippmes,(Manfla:NEDA 1976),p.1.
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were granted according to the following priorities: first, machinery, equip-
ment and raw materials for essential industries; second, capital equipment
and raw materials for other producers, if not manufactured domestically
in adequate quantities. Upon the expiration of the Import Control Law on

June 30, 1953, the Monetary Board continued controls through its power
over the dispostion of foreign exchange. It issued procedures for the granting
of dollar quotas for imports. 10 This system of allocation affected the
pattern of importation. The importation of manufactured goods decreased
in proportion to total imports over the period while machinery and trans-
port equipment increased (Table 8). However, the demands of reconstruct-
ing and industrializing an economy still exerted pressure on the country's
balance of payments which was negative throughout the period.

Tax Incentives

Chronologically, taxes were the first instruments used by the newly-
independent country. On September 30, 1946, the government passed
Republic Act No. 35 which sought to encourage industrialization and
to support infant industries. The law extended full exemption from all
internal revenue taxes for four years to "new and necessary" industries
whether capitalized by Filipinos or aliens.

Republic Act No. 35 was not very effective, however, partly due to
its failure to define clearly the terms "new" and "necessary" industlies.

As a result, a new Act was passed in 1953 to explicitly define the terms 11

and extend the period of exemption to 1958. After that, the rate of
exemption would diminish over a period of four years, ending in 1962.
(Firms already enjoying exemptions under R.A. No. 35 were granted auto-
matic exemptions under this Act but the aggregate period of exemption
must not exceed 10 years.)

10It also attempted to increase Filipino participation in the import trade by pro-
viding that only Filipino merchants could qualify as importers.

11,,Ne w industry" meant an industry not existing or operating or ge_rating on a
commercial scale before January 1, 1956, "Necessary industry" was one that would con-
tribute to the attainment of a stable and balanced national economy. Imported material
used must not exceed 60 percent of the manufacturing cost plus reasonable selling and
administrative expense.
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Table 8. Percentage Distribution of Philippine Imports, 1949-60

Beverages Crude Mineral Animal Mfq. Misc. Mfq. Machinery Misc.
Year Food Tobacco Materials Fuels Chemicals Veg. Oil Goods Goods Transport Commo- Total

Equipment dities z

z
1949 25.26 3.43 0.61 6.00 5.97 0.39 37.60 7.86 12.84 • 0.04 100.00 ,_
1952 18.24 4.71 1.16 9.92 7.72 0.24 37.26 5.47 15.24 0.02 1O0.00 z

1953 16.96 3.44 1.33 10.81 8.46 0.38 36.93 4.96 16.68 0.05 100.00 mO

1954 16.53 2.30 1.22 I 1.31 7.96 0.38 36.27 5.70 18.20 0.12 100.00

1955 18.69 2.89 1.57 9.83 8.01 0.29 34.93 4.37 19.05 0.37 100.00
O1956 17.42 1.35 2.33 10.35 7.66 0.43 32.23 3.24 24.85 0.13 I00.00 ,¢

1957 17.61 0.28 2.91 9.44 9.32 0.38 33.46 3.28 23.07 0.24 100.00 m_e
1958 21.08 0.57 4.04 10.92 9.18 0.45 27.71 3.08 22.64 0.33 100.00

1959 13.04 0.52 5.13 11.41 11.23 0.50 26.39 2.90 28.53 0.35 100,00

1960 14.14 0.13 5.45 9.90 9.07 0.43 21.68 2.79 35,97 0.43 100.00

Source: Fore_,n Trade $tatisties of the Philippines (Manila: NEDA, 1976) p. 1.
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Tariff System "

Changes were also made in the tariff structure of the country. Right
after World War II, the tariff schedules were basically similar to the Payne-
Aldrich Law of 1909.12 Philippine products entering the United States
were free of ordinary customs duties up to certain quotas. 13 Goods entering
the Philippines, on the other hand, were imposed tariff duties for revenue
purposes. The Laurel-Langley Agreement 14 of 1955 extended the pre-
ferential relationship by accelerating the application of Philippine duties on
U.S. products and decelerating the imposition of duties on Philippine ex-
ports to the United States. Towards the end of the period, the objective of
the Philippine Tariff System was expanded to include some discrimination
between types of commodities. 15 Low rates were provided for essential
consumer and producer goods which were not locally produced in sufficient

amounts and quality. On the other hand, high rates were imposed on luxury
and non-essential articles. 16

The resulting tariff structure was essentially biased towards the pro-
duction of non-essentials which were protected by high tariff walls and
the importation of essential items (Power and Sicat, 1970) which had to
compete against foreign competitors. The Tariff System was also reinforced
by the priorities imposed on the dollar allocations by the monetary system.

Most of the essential items were products of agriculture and agriculture-
based industries. On the other hand, non-essential items were mostly indus-
trial products which required imported raw materials and capital equipment.
Furthermore, the administrative set-up required frequent interaction with
national offices and agencies and the need to be close to a good international

12Commonwealth Act No. 733, July 3, 1946.

13Schedule A of the US Tariff Code had quotes on the following; sugar, cordage,
cigars, rice, pearl buttons, coconut and some tobacco products.

14Republic Act No. 1355.

15Republic Act No. 1937.

16Rates of duty on fresh and preserved milk, for instance, were 5 and 10 percent,
respectively, and an ad valorem duty of 250 percent was imposed on such non-essential

goods as pianos; 160 ad valorem duty on automobiles over 6-cylinders; and 150 percent
duty on jeweltry and precious stones.
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port. These and the advantage of being close to the biggest market in the
country encouraged industrial activities to locate in Metro Manila during
the 1950s.

Other Policies

The major policies were augmented by selective credit and by price
and wage policies which were instituted for social objectives, among others,
but which turned out to complement all the other policies towards the
attainment of industrialization through import substitution.

Of the orthodox monetary instruments, only cash reserve require-
ments were consciously and frequently used as part of the general campaign
to maintain domestic price stability and the prevailing exchange rate be-
tween the Philippine peso and the US dollar (P2 to $1). The growth ob-
jective was pursued through the system of priorities imposed on imports
and foreign exchange. The resulting monetary policy was primarily reactive
rather than a leading instrument. Credit as an auxiliary instrument for
growth was undertaken through selective lending practices of government-
owned f'mancing institutions such as the Development Bank of the Philip-
pines (DBP) and the Philippine National Bank (PNB) which were tile largest
institutions in the fields of development financing and commercial banking,
respectively.

The Development Bank of the Philippines, created in 1958 by Republic
Act No. 2081 to replace the former Rehabilitation Finance Corporation,
was authorized to grant long-term loans for the development and expansion
of agricultural and industrial enterprises owned by Filipinos or corporations
with at least 60 percent Filipino capitalization. The bank's interest charges
ranged between 7 to 11 percent except for those fixed by law (which could
be lower). These were lower than those in the private funds market.

Basically, loans depended upon the financial requirements of the
project, the paying capacity of the applicant and the loan value of securities
offered. This feature may have contributed to the lack of evenness in the
distribution of loans among regions. From 1947 to 1960, Metro Manila
[now known as the National Capital Region (NCR)] received 42 percent of
the total loans granted, followed by Western Visayas and Central Luzon
(Table 9). However, NCR received 99 percent of total non-agricultural
loans granted. Of the total agricultural loans, 60 percent went to Central
Luzon, Southern Tagalog and Western Visayas. The first two regions are
adjacent to the NCR and Western Visayas is characterized by sugar pro-
duction. ThuS, the pattern of credit availment of DBP loans favored indus-
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try over agriculture and was biased towards areas around the NCR (the
Central Industrial Region).

Under Republic Act No. 1300, the Philippine National Bank (PNB)
was authorized to grant long-term loans and credit advances for agricul-

tural, manufacturing, industrial or commercial purposes. 17 PNB extended
40 percent of the loans it granted from 1955 to 1960 for commercial pur-
poses, while it extended 30 and 20 percent of the loans granted to the
agricultural and industrial sectors, respectively (Table 10). In 1959 and
1960, at least, PNB favored import substituting industries. Almost one-half
of the total industrial loans granted went to food manufacturing and textiles

(Table 11) which were specially favored by tariff protection and currency
allocation policies.

Other institutions were established as supplemental conduits of fi-
nancing. The Industrial Guarantee Loan Fund (IGLF) was set up in 1952
by the National Economic Council and the United States Agency for Inter-
national Development, to guarantee loans made by commercial banks and
other credit institutions for approved industrial projects. The IGLF accepted
up to 80 percent of the ultimate loan which the bank incurred upon default
of the borrower. This was to enable banks to relax their customary colla-
teral requirement for financing desirable projects. The Agricultural Credit
and Cooperative Financing Administration was also created in 1952 under
Republic Act No. 821 to assist small farmers in securing credit facilities
and farm cooperatives in marketing their agricultural commodities.

Price Policies

The government was also engaged in activities that were designed to
retard the increase in prices. With war damage payments tapering off in the
last years of the 40s, the upward pressure on the foreign exchange rate and
the subsequent control over importations created a scarcity for primary
commodities. To dampen price fluctuations and to aid Filipino retailers
and businessmen, the Price Stabilization Corporation was created under
Executive Order No. 35018 to procure consumer goods which were then
resold to Filipino retailers and businessmen at prices that would enable them
to compete in the open market. This was followed by the institution of

17july 23, 1916.

18October 3, 1950,
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Table 9. Value and Share of DBP Loans Approved by Sectorsand By Region
January 2, 1947 to June 30, 1960

All Loans Industrial AgrieuRural Other

Region Approved Loans Loans Loans

1 Ilocos Region _ 44,116,930 _ 16,996,962 _ 8,515,038 i_ 18,604,038
(3.51 ) (3.79) (2.94) (3.37)

2 Cagayan Valley 21,235,634 1,395,292 16,073,938 3,766,404
(1.69) (0.31) (5.56) (0.68)

3 Central Luzon 115,727,650 35,666,213 54,829,817 25,231,615

(9.21) (7.96) (18.95) (4.57)

4 NCR 530,482,324 218,453,864 5,233,302 306,795,158

(42.24) (48.74) ( 1.81 ) (55.58)

4-A Southern Tagalog 95,612,128 24,843,562 39,969,410 30,799,156

(7.61) (5.54) ( 13.83) (5.58)

5 Bieol Region 38,002,275 10,968,768 19,804,144 7,229,392
(3.03) (2.45) (6.85) (1.31)

6 Western Visayas 183,350;447 6,927,345 76,471,176 99,951,926
(14.60) (1.54) (26.46) (18.1 I)

7 Central Visayas 67,263,340 33,649,935 7,384,545 26,228,860
(5.36) (7.51 ) (0.55) (4.75)

8 Eastern Visaya_ 21,276,401 7,502,931 5,885,220 7,888,250
( 1._9) (1.67) (2.04) (1.43)

9 Western Mindanao 12,492,815 2,771,135 4,493,780 5,227,900
(1.00) (0.62) (1.55) (0.95)

10 Northern Mindanao 29,007,441 13,391,551 8,322,690 7,293,200
(2.31) (2.99) (2.88) (1.32)

11 Southern Mindanao 36,852,504 8,499,970 19,564,134 8,788,400
(2.93) (1.90) (6.77) (1.59)

12 Eastern Mindanao 30,444,912 3,803,787 22,496,225 4,144,900
(2.42) (0.85) (7.78) (0.75)

TOTAL PHILIPPINES Xx_1,255,864,801 i_448,217,421 t_89,043,389 1a551,950,091

100.00 100.00 100.00 100.00

Note: Figu_s in parentheses arepercentageshares.
Source: DBP AnnualReports, 1959-1960 pp. 59-65.



Table10.ValueandShareof PNBLoansGranted,195(T1960(in million1_)

Sectors 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960

Agricultural 118.6 146.3 158.2 158.6 150.4 134.1 166.9 193.1 181.7 190.3 177.1
(34.92) (36.37) (43.14) (45.77) (40.34) (30.20) (31.530 (26.04) (32.26) (36.62) (34.21)

Commercial 158.3 197.6 147.7 125.0 136.8 201.5 242.5 361.5 265.9 219.6 223.1
(46,61) (49.12) (40.28) (36.08 (36.70) (45.38) (45,82) (48.75) (47.20) (42.26) (43.09)

Industrial 58.7 52,6 55.9 59.0 79.2 94.8 110.0 166.1 103,9 103,5 I11.9

(17.29) (13.07) (15.24) t7.03) (21.24) (21.35) (20.78) (22.40) (18.44) (19.92) (21.61)
R

Othen 4.0 5 .8 4.9 3.9 6.4 13,7 9,9 20.8 11.8 6.2 5.6

(1.18) (1.44) (1.34) (1.13) (1,72) (3.08) (1.87) (2.81) (2.09) (1 .I 9) (! .08)

TOTAL 339.6 402.3 366.7 346.5 372.8 444.1 529.3 741.5 563.3 519.6 517.7 o_

(I00.00) (100.08) (I(30.00) (100.00) (I00.00) (lO0.O0) (100.00) (100.00) (IO0.O0) (IO0.O0) (IO0.O0)

PPl

Note. Fism'u in parenth_ms am p0rceatag_ sharem.

Source: PNBAnnmlR#l_r_ 1960. p. 35.
,'e
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Table 11 Value and Shareof PNB Industrial LoansGranted, 1959-60
(in thousand pesos)

1959 1960

Industries Value Percent Value Percent

Food Manufacturing _13,005 16.31 t_16,951 19.60
BeverageIndustries 902 1.13 803 0.93

Coconut Products & Prep. 126 0.16 16 0.02

Tobacco Manufactures 2,838 3.56 1,707 1.97

Textile, Cordage & Twine Manuf. 18,774 23.55 25,813 29.84
Apparel & Other Finished

Products 2,173 2.72 2,214 2.56

Lumber& Wood Products 5,066 6.35 3,686 4.26

Furniture& Fixtu_Manufactures 365 0.46 525 0.61

Paper & PaperProducts 905 1.14 2,663 3.08

Printing & Publishing 1,082 1.36 1,283 1.48

Leather & Leather Products 2,477 3.11 2,417 2.79

Rubber Products 2,163 2.71 1,120 1.29

Chemical & Chemical Products 2,074 2.60 1,869 2.16

Non-metallic Products 2,696 3.38 2,290 2.65

Metal Industries 8,990 I 1.28 7,802 9.02
Machinery, Equipment

Accessories & Parts 1,457 1.83 446 0.52
Electrical Machinery

Accessories & Parts 2,186 2.74 5,763 6.66
Transportation Equipment

& Parts 10,638 13.34 6,934 8.02
Ordinance& Accessories ....

Miscellaneous 1,813 2.27 2,202 2.54

TOTAL t:r/9,730 100.00 _86,504 100.00

Sottr_:PNBAnnualReport, 1960.p. 17.

the National Rice and Corn Corporation (NARIC)in 195119 which was
created specifically to stabilize the price of rice and corn. In 1955, the
National Marketing Corporation (NAMARCO) replaced the Price Stabiliza-
tion Board. 20 This was also intended to assist Filipino businessmen through

19Republic Act No. 663, June 16, 1951.

20Republic Act No. 1345, June 17, i955.
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a continuoussupplyofgoodsatlow prices.Furtherassistancewas provided
throughthe Retailer'sFund Law,21 whereby a revolvingfund was setup
to guaranteeloansextendedby any governmentfinancinginstitutionto a
Filipinoretailer.

The pursuanceof stableconsumer pricesdiscourageddomesticpro-
ductionof consumer productsby keepingtheirpricesartificiallylow.This

helpedretardagriculturaldevelopmentduringthatperiod.

WagePolicy

Another policy which had social objectives but had strong economic
effects pursued during the period was the Minimum Wage Law instituted

right after reconstruction. Republic Act Number 602, known as the Mi-
nimum Wage Law was passed on April 6, 1951. This law set the minimum

wage of P4 a day for industrial workers and P1.75 a day for agricultural
workers employed in a farm enterprise exceeding 12 hectares. The agri-
cultural minimum level was to be raised to P2.50 after 2 years. The law
protected individual workers, as was intended; however, it induced the
artificial increase of the price of labor vis-a-vis machines and other capital
equipment. As such, the Minimum Wage Law complemented the capital
incentives of the overvalued peso and the preferential credit rates in biasing
Philippine industry towards capital-intensive techniques.

The Spatial Distribution of Economic Activity

The Import Substitution Period saw the accentuation of the primacy
of Metro Manila in the country as firms located most often in the area
where the densest concentration of a protected domestic market, the pre-
sence of the country's principal port and the access to the national govern-
ment bureaucracy coincided.

In contrast to the industrial sector wnictt received numerous in-

centives and accommodations during the period, the relative neglect of
the agricultural sector resulted in its poor economic performance (Power
and Sicat, 1970). The provisions of the Laurel-Langley Agreement likewise

perpetuated the traditional character of the agricultural sector by providing
traditional exports preferential access to the U.S. market. Consequently,

21Republic Act No. 1292, June 15, 1955.
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the structure of agricultural production did not change much. This tended

to preserve the industrial structure of the traditional agricultural regions.
After Metro Manila, the highest concentrations of manufacturing

establishments were found in Southern Tagalog, Western Visayas and Central
Visayas in that order. Commercial and service establishments also tended to
concentrate in NCR, Southern Tagalog and Central Visayas. The latter could
be attributed to the role of Metro Cebu and its environs as the hub of

trade for both the Visayas and Mindanao areas. The Mindanao regions had
the least number of establishments indicating that they were not yet fully
integrated with the rest of the national market (cf. Hermoso's Special
Study).

The pattern of regional employment was similar to that of establish-

ments. Employment tended to concentrate in the National Capital Region,
Southern Tagalog and Central Visayas implying the presence of enlarged
markets for consumer products as well as the relative concentration of
economic activity in these regions.

When the growth rates of the various regions are examined, a slightly
different picture emerges. In terms of number of establishments, the fastest
growing regions were those in Mindanao, especially the Southeastern part.
For the rest of the country, Metro Manila still had the edge (Hermoso's
Special Study). The growth of employment among the regions during the
period seems even more equal. The regions of Mindanao again had the

highest growth rates in employment. The rest of the country, however,
showed employment growth rates which were roughly equal except for
the Visayas regions, in fact, in Luzon, Metro Manila lagged behind _,'_,e
other regions.

The preceding figures can be misleading, however. They are highlighted
because they indicate the type of growth that was taking place in the coun-
try during that period. While Metro Manila was not predominant in the
growth of establishments and employment, this did not mean that the
other regions were catching up. In terms of the growth of value-added,
Metro Manila and Southern Tagalog were still growing very fast compared

to most of the country (Hermoso's Special Study). The types of finns
that were locating in the National Capital Region were large and capital
intensive. The increase in the number of establishments and employment
understates the growth of economic activity in the area. On the other
hand, the growth of establishments in other regions was mostly in small

firms with lower capital intensity and therefore lower output per worker.
The growth of Mindanao indicates the increasing integration of that area
with the rest of the economy.
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The Decontrol and Devaluation Period: 1960-68

Import substitution policies enabled the country to enjoy an initial
period of exuberant growth as domestic producers replaced importation as
the main source of finished consumer products. However, toward the end of

the 50s, the domestic demand for consumption goods was already almost
saturated by import substitutes. Manufacturing growth, therefore, started
to decelerate (Power and Sicat, 1970). At the same time, the disincentives
to the export sector served to slow down the growth of the rest of the
economy and the growth of domestic demand. By the end of the decade,
the Philippines was ready for a new set of policies which would be designed
to alleviate the country's economic plight.

The main policy change was the gradual dismantling of the system of
exchange controls and the de facto devaluation of the peso. The decontrol
program (which was introduced on April 25, 1960) embodied the imple-
mentation of government policy to remove all restrictions on exchange
transactions.

During the early part, restrictions on foreign exchange transactions
remained. Properly documented free market purchases of foreign exchange
for imports were restricted to old and newly authorized "free market"
producers who enjoyed regular quotas for their requirements in excess of
CB-deterrnined allocations. 22 Sales of foreign exchange by the CB at the

official rate. of P2 to $1 plus the marsin levy was limited to the following

categories: (a) highly essential commodities, (b) essential producer's commo-
dities, (c) semi-essential producer's commodities, and (d) decontrolled
commodities. These articles were still subject to import licensing. Exchange

for other import control categories and for invisible payments was sold at
the free market rate with an additional foreign exchange fee of 25 per-

cent. 23 Eighty percent of all export receipts were retained by authorized
agent banks for sale at the prevailing market rate. The 20 percent balance
was surrendered to the CB at the official rate(P2 to $1). 24. Imports in-

22OrdyFilipinos or corporationswith at least 60 percentFilipinoownershipcould
be consideredfree marketproducers.
CBCircularNo. 106, April 25, 1960.

23OfficialGazette,Volume 56, No. 7, February15, 1960, p. 138

24CBCircularNo. 133, January21, 1962.
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volving more than $100 were covered by letters of credit which were accom-

panied-by a special time deposit to be kept for periods no shorter than 120
days and with a 100 percent reserve requirement. 25

On November 6, 1965, the official exchange rate was unified at P3.90
to $1.26 Likewise, the requirement to surrender 20 percent of export re-

ceipts to CB at the official exchange rate was waived. Tile removal of con-
trois triggered an increase in import values which consistently outpaced
export earnings. The decade of the 60s was characterized by deficits in
the country's balance of trade, the onlyexception being 1963 when a slow-
down in importation permitted exports to catch up (Table 12). However,
further reductions in importation could not be achieved since the bulk of
imported items consisted of capital goods, raw materials and intermediate
goods (Table 13). The country's heavy dependence on imports reflected
the legacy of the industrial structure which emerged during the Import
Substitution Period.

The Tariff Structure and Tax Incentives

Import substitution, while no longer the main concern, was not com-
pletely changed. With the removal of .foreign currency controls and the
devaluation of the pesoto more realistic levels, the tariff structure (which
was essentially instituted in the 50s now became an effective incentive (Valde-
pefias, 1970)._ This tariff structure was biased towards import-substituting
manufactures. Another feature of the pre_ous period which continued

into th_ Decontrol Era was the system of tax incentives granted to pre 7
ferred industries.

The Basic Industries Act was passed at the start of the decade 27 pro-
viding exemptions from the payment of compensating tax for the importa-

tion of machinery, equipment and spare parts from 1961 to 197028 for
persons_engaged -in a basic industry. Most of the commodities produced by

25The schedule of special time deposits was as folows:

(1) unclassified items and non-essential consumer items: 150%
(2) Non-essential producer and consumer goods: 100%
(3) semi-essential producer goods: 50-%,. (4) essential consumer and producer

goods and decontrolled items: 25%.

26CB Circular No. 210.

27Republic Act 31271 June 17, 19_1.
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Table 12. ForeignTrade of the Philippines,1959-1969
(F.O.B. value in thousandU.S. $)

Year Exports Imports Balance

1959 529,493 523,580 5,913

1960 560,389 603,8'70 (43,481 )

1961 499,512 611,298 (111,786)

1962 556,021 586,738 (30,717)

1963 727,106 618,190 108,916

1964 742,036 780,325 (38,289)

1965 768,448 807,579 (39,131 )

1966 828,195 852,772 (24,577)

1967 821,456 1,062,191 (240,735)

1968 857,715 1,150,218 (292,503)

1969 854,601 1,131,486 (276,885)

Note: Figures in parenthesesarenegativeinvalues.
Source: NEDA.PhilippineStatistical Yearbook, 1980,p. 504.

Table 13 Imports by Category, 1959-69 (F.O.B. Value in Million US$)

Total

Year Total Imports Total Consumer Total Capital Raw Materials
Goods Goods & Intermediate

Goods

1959 523.6 82.3 155.2 286.1

1960 603.9 99.6 223.3 281.0

1959 523.6 82.3 155.2 286.1

1960 603.9 99.6 223.3 281.0

1961 611.3 115.7 210.7 284.9

1962 586.7 102.1 196.7 287.8

1963 618.2 125.5 215.0 277.7

1964 780.3 150.4 281.6 348.4

1965 807.6 185.0 283.4 339.2

1966 852.8 152.9 304.8 395.1

1967 1,062.2 192.0 415.8 454.2

1968 1,150.2 168.2 454.9 527.1

1969 1,131.5 157.5 455.6 518.4

Source: NEDA.Statistical Yearbook, 1980.pp. 524-526.
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the industries were for export. This policy was designed to encourage the
development of industries in the less developed regions of the country. To
some extent, the Basic Industries Act accomplished this by stimulating
the growth of extractive activity of firms which are typically located at the
raw materials source. The output growth of mineral and forestry products
accelerated during the 60s.

Other special tax incentives pertain to cottage, mining and textile
industries. Firms registered with the National Cottage Industries Develop-
ment Administration (NACIDA) were entitled to exemption from the pay-
ment of fixed and privilege taxes and percentage taxes on sales taxes. 29
These firms were also exempted from payment of compensating taxes on
the total landed cost of imported •machinery and equipment. Mining com-

panies, aside from all tile exemptions given by the Basic Industries Act,
were also exempted from all taxes except income taxes. 30 The textile
industry, on the other hand, was exempted from the payment of tariff
duties, sales tax and compensating tax at a diminishing rate 31 from 1964
to 1970.

Wageand Price Policies

During the 60s, revisions to the Minimum Wage Law occurred more
frequently than in the 50s. On August 8, 1963, the Agricultural Minimum
Wage, which had been P2.50 a day since 1951 was increased to P3.50 a day
by the Land Reform Code. 32 The minimum wage of industrial workers

28Duration of the exemption was to be as follows:
(1) 100% of taxes due from 1961 to 1965.
(2) 75% of taxes due from 1966 to 1968.
(3) 50% of taxes due from 1969to 1970,

29National Cottage Industries Act, R.A. No. 3470, Jtme 16. 1962.

30R. A, No. 3823, June 22, 1963.

31R. A. No. 4086, June 18, 1964. Duration of the exemption:
(1) 100 percent from June 18, 1954 to December 31, 1966.
(2) 75 pereent from 1967 to 1968,
(3) 50 percent for 1969.
(4) 25 percent for 1970.

32R. A. No. 3844.
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was increased from P4.00 to PS.00 a day. 33 On April 21, 1965, a further
amendment set the Agricultural Minimum Wage at P4.00 a day and the
industrial minimum wage at P6.00 a day. 34 The effect of these amend-
ments was to maintain the artificial costliness of labor vis-a-vis capital.

The government continued the price stabilization policy especially
with respect to rice and corn. The Rice and Corn Administration (RCA)
was established to carry out the function. 35 Rice producers were guaranteed
a floor price for palay. At the same time, a ceiling price was established
for rice traders, millers and retailers.

The Spatial Distribution of Economic Activity

The locational pattern of industrial activity in the Import Substitu-
tion Period was perpetuated in the Decontrol and Devaluation Period.
NCR's lead was foUowed closely by Southern Tagalog and Central Luzon.
This indicates the spatial bias of such macroeconomic policies as the tariff
structure and tax incentives. However, NCR and, more broadly, the Central
Industrial Region experienced a slight drop in manufacturing output share
during the Decontrol and Devaluation Period accompanied by relatively
low manufacturing output growth from 1961-67. Generally, the Mindanao
regions displayed the highest growth performance, although contributing
minimally to manufacturing output. Meanwhile, the Traditional Agricul-
tural Region (Ilocos, Bicol and the Visayas regions) accounted for more
than 60 percent of mining and quarrying output in 1961 and 1967; but,
NCR and Southern Tagalog demonstrated remarkably high growth rates
for the 1961-67 period (cf. Hermoso's Special Study).

The Regional Awareness Period: 1970 to the Present

The government took a more active role in the management and
planning of spatial development in the seventies. Official policy actively
pursued the promotion of exports and direct encouragement of growth
in the less developed areas of the country. This was expressed in the various

331st Minimum Wage Order(No. I-BLS), March 17, 1964

34R. A. No. 602.

35R. A. No. 4643, 1962.
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economic development plans, policies and administrative programs enun-
ciated throughout the period. One of the principal objectives of the National
Economic Development Plan for the 70s was the dispersal of industries to
different regions of the country (NEDA, 1973). Other important policies
included the stimulation of growth in the lagging areas of the economy
through export promotion policies and agricultural development policies.
By the end of the period, policies indicated a new thrust in Philippine
development policy.

Investment and Export Promotion Policies

One of the earliest signals of the changing policy milieu was the transfer
of concentration from import substitution to export promotion. Export
industries especially those utilizing indigenous raw materials and industries
based on the further processing of traditional exports were encouraged.

During the latter part of the 60s, the Investment Incentives Act was
passed. 36 It granted a broader set of tax incentives to all industries which
could qualify for registration with the Board of Investments (BOI) which
was formed under the law. Among the benefits accorded to export pro-
ducers were: special tax credit equivalent to 7 percent of the total cost of
raw materials and supplies purchased or an amount equivalent to the taxes

actually paid by the enterprises on Such raw materials to the extent used in
the manufacture of export products, whichever is higher; tax credits for
withholding tax on interest payments on foreign loans and tax exemption

on imported capital equipment was also granted; and tax credits on domestic
capital equivalent to the value of the compensating tax and customs duties
due on machinery, equipment and spare parts. The Export Incentives Act
was also passed at the start of the 1970s. 37 Under this law, BOI-registered
firms enjoyed, for a period of 10 years from registration, a tax credit equal
to the sales, compensating and specific taxes imposed on the supplies, raw
materials and semi-manufactured products used in the manufacture and

processing of export products. Importation of machinery and equipment
was exempted from tariff duties and compensating tax and exports of
registered export producers amounting to less than $5 million in calendar
year 1969 but which exceeded this amount during the 5-year period after

36RepublicAct No. 5186, September 16, 1967.

37RepublicAct No. 6135, October27, 1970.
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registration were to be exempted from any export tax. A tax credit equiva-
lent to the value of the compensating tax and customs duties paid on the

imported machinery, equipment and spare parts was also granted to export
producers.

In addition to the export incentives mentioned, incentives for regional

dispersal were added. Whenever a registered export producer established
its plant in a BOI-designated area, the following privileges were granted:
(1) increased deduction from taxable income by doubling the direct labor
cost for inomce tax purposes; and (2) deduction from taxes payable to
the national government of an amount equivalent to the cost and main-

tenance of approved necessary infrastructure work undertaken by the export
producer. Despite these steps to encourage the dispersal of industries,
the pull of the National Capital Region (NCR) still proved very strong.
Seventy percent of the total number of registered firms under Republic Act
No. 6135 are located in Metro Manila (Table 14). The next ranking regions
are Southern Tagalog and Central Luzon, the regions adjacent to NCR.

As a further support for the export drive, the Philippine Export Credit
Insurance was created on March 30, 1972. 38 Under this scheme, the govern-
ment covered commercial credit risks up to 80 percent and political-risks

up to 85 percent of the invoice value. This was expected to increase the
export producer's ability to secure financing for his operations. The ulti-
mate objective was to increase the foreign exchange earnings of the country
and industrial and commercial penetration by Philippine concerns in the
world market.

These measures, however, did not significantly change the regional
distribution of investments (Table 15). Out of 300 projects approved by the
BOI between 1968 and 1974, 144 or 48 percent of the total were located in
Southern Luzon. Northern and Southern Mindanao together received 23
percent of the approved projects. As far as the industry breakdown is con-
cerned, the BOI incentives indicate a gradual change of priorities. Table 16
shows that manufacturing projects were only 37 percent of total approved

projects under the Investment Incentives Act. The bulk of the approved
projects were agro-industries. Thus, a def'mite shift away from import
substitution was already indicated.

3$Republic Act No. 6424.
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Agricultural Po/ic/es

During this period, the development of the agricultural sector also
became an avowed government goal. Financing for agricultural production
and the dissemination of technical information became priority activities.
Presidential Decree No. 71739 directed all banking institutions to set aside
at least 25 percent of their loanable funds for agricultural credit and at least
10 percent of such funds to be made available for agrarian reform benefi-
ciaries. Presidential Decree No. 27540 provided for the creation of the

Table 14 Number of Firms Registeredunder R.A. 6135 By Region:
December 1970-77

Region Number Percent

1 Ilocos Region 3 0.58

2 Cagayan Valley 2 0.38

3 Central Luzon 29 5.58

4 NCR 379 72.88

4-A Southern Tagalog 37 7.12

5 Bicol Region 6 I. 15

6 Western Visayas 8 1.54

7 Central Visayas 27 5.19

8 Eastern Visayas 1 0.19

9 Western Mindanao 2 0.38

10 Northern Mindanao 7 1.35

11 Southern Mindanao 15 2.88

12 Eastern Mindanao 4 0.77

Total Philippines 520 100.00

Source: BOI Information Department. Unpublished data, 1981.

39 A decreeprovidinganAgrarianReformCreditandFinancing SystemforAgrarian
ReformBeneficiariesthroughBankingInstitutions.

40August 16, 1973.
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Table 15. Regional Distribution of ProjectsApproved by the BOI
1968 - 1974

Region No. of Projects* Percent,

1 Ilocos Region 8 3

2 Cagayan Valley 2 1
3 Central Luzon 23 8

4 Southern Tagalog 144 48

5 Bicol Region 7 2

6 Western Visayas 9 3

7 Central Visayas 19 6

8 Eastern Visayas 8 3

9 Western Mindanao 9 3

10 Northern Mindanao 39 13

11 Southern Mindanao 30 10

TOTAL 30__00 100.

Source: BOI Information Department. Unpublished data, 198 t.

*These projects were approved under R.A. 5186.

Agricultural Guarahtee Fund Board which extended guarantee coverage
for losses on production loans to agricultural projects in the provinces
of Lanao del Norte, Lanao del Sur, Zamboanga del Sur, Cotabato, South
Cotabato, Sulu and the City of Basilan. While intended primarily as a res-
ponse to the rebellion in Mindanao, tile directive had specific area and
sector objectives. However, the incentives were insufficient to offset the
peace and order problems in these areas.

The biggest agricultural effort of the government in this period was
the Masagana 99 program which was a concerted effort by all ministries
to develop the agricultural sector by offering a package of incentives to rice
farmers. Its immediate objective was the attainment of self-sufficiency in
rice production. But it had far-reaching effects on the spatial distribution
of economic activity. By the second half of the decade, the country was
largely self-sufficient in rice.
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Table 16 Projects Approved by the Boardof Investmentsby type of
Productand Pioneeror Non-PioneerStatus

July 1, 1968-December 31, 1969

Type of Product Total

Grand Total 157

Agro-IndustHes 80

Activated Carbon 1
Livestock 2
Bananas 2

Rice 2

Marine product_ 13
Cassava starch 3
Coconut oil 4

Processed coconut products 7
Cornstarch 5

Fiber bags 1
Ramie (integrated) 1
Forest products (plywood, veneer) 32
Processed food 3

Pulp and Paper 4

Mining and Mineral Processing Industries 19
Aluminum smelting I
Iron ore 1
Nickel 2

Copper 5
Pyrite 1

Clay .. .. 1
Rock aggregates 5

Primary steel (integrated) 2
Dinnerware 1

Manufacturing Industries " • 58

Ceramics 3
Industrial chemicals 9
Fine chemicals 1
Antibiotics 1

Synthetic bags 6
Communications equipment 2

Electrical equipment 5
•Footwear 2

Glass products 7
Lubricating oil 1
Machinery and Capital equipment 7
Cold rolled strips and coils 2
Metal products and engineering 11
Transport equipment 1

Source: The Philippines: An Investment ltandbook of Facts and Figures,

(Manila: 1970) P. 103.
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Fifty-Kilometer Radius Ban

A direct policy to decongest the Metro Manila area was the ban on the
location of all new factories and plants within a 50-kilometer radius of
Manila starting December 1973. In conjunction, a locational clearance was

required by the Human Settlements Commission (HSC, later the Ministry
of Human Settlements) for projects to be located within the growth centers
identified by the Commission throughout the country. The result of the
ban has been a tendency for industrial plants to group around the periphery
of Metro Manila. Around 30 percent of the locational clearances granted

by the Human Settlements Commission are in urban centers in Central
Luzon and Southern Tagalog (Table 17). Another 17 percent of the ex-

ceptions were allowed for plants inside Metro Manila. About half of the
total locational clearances granted under this directive, therefore, are still
in the Central Industrial Region. Still, the distribution of clearances for

plants are relatively more dispersed than the existing pattern.

Integrated Area Development

The most direct instrument for regional development undertaken
by the government are the integrated area development and other area
specific projects. Integrated area development projects are development
projects planned for smaller geographic areas usually organized along the
boundaries of a river basin whose immediate aims are to increase agricul-

tural productivity and employment opportunities for the farm population
in these areas. Their most distinct feature is the coordination of various
project components like irrigation, electrification and other instruments
under a single administrative center. Among the integrated area projects
are:

(1) Bicol River BasinDevelopment Project,
(2) Mindoro Integrated Area Development Project,
(3) Cagayan Integrated Area Development Project,
(4) Southern Leyte Integrated Area Development Project,
(5) Cotabato-AgusanRiver Basin Development Project.

Other area specific projects were also undertaken at this time such as
the secondary road projects of Cotabato and Zamboanga del Sur and the
various irrigation projects. The distinguishing feature of these projects from
earlier infrastructure projects was its implementation as a response to devel-

opment needs rather than just part of the regular road infrastructure pro-
gram. These projects would often involve the laying out of a whole network
of roads or small irrigation projects in accordance with area development
plans.
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Table 17 Distribution of Locational ClearancesGranted, by Region
August 1974-February 1978

Region Number Percent

1 Ilocos Region 2 1.96

2 Cagayan Valley 2 1.96

3 Central Luzon 13 12.74

4 NCR 29 28.43

4-A Southern Tagalog 36 35.29

5 Bicol Region 3 2.94

6 Western Visayas 3 2.94

7 Central Visayas 4 3.92

8 Eastern Visayas 1 .98

9 Western Mindanao - -

10 Northern Mindanao 4 3.92

11 Southern Mindanao 3 2.94

12 Eastern Mindanao 2 1.96

Total Philippines 102 100.00

Source: Development Control Division, HSC. Unpublished data; 1981

Other Policies

Other policies had spatial implication even though they were instituted
for different objectives. Among these were the countryside development
program of the Development Bank of the Philippines and the government
infrastructure investment program.

In September 1971, the guidelines for the implementation of the
DBP's lending program for development of the countryside was approved
by the national government. The development program aimed at creating
employment opportunities in the rural areas through the creation and
operation of small 41 and medium scale industries. The setting up of these

41By DBP's definition, small scale industries are those requiring investments of
P100,001 to P1 million. Medium scale industries are those requiring investments above
P'I million but not more than?3 million.



IN3LICIESAND SPATIAL DEVELOPMENT 229

types of industries in the regions would effectively contribute to the dis-
persal of industries.

Throughout the seventies, the government launched an integrated

national infrastructure building program. The most important part of this
program was the Philippine-Japan highway (NEDA, 1974) that would run
the full length of the country. By 1979, the project was virtually complete.
As part of infrastructure development, the Philippine Ports Authority also
embarked on a program to improve existing interisland ports in the country
and build new ones where needed (Philippine Ports Authority, 1977) to
provide sufficient outlets for agro-industrial commodites in areas with high
resource base to ensure fast waterbourne commerce and to promote regional
distribution of industries. The national transportation plan was designed
to improve accessibility to rural areas as well as to connect regions.

The power development program of NEDA included a rural electrifi-
cation component which complemented the government's plan to provide

electricity throughout the country from geothermal and hydroelectric
sources (NEDA, 1977). Presidential Decree No. 38042 provided for the
construction of power plants in different areas of the country to be able to
sell electric power in bulk to industrial enterprise and cooperatives.

The third major portion of the infrastructure program was the water
resources development which included: (1) irrigation, (2) flood control,
(3) water supply and sewerage development, and (4) multi-purpose projects
to develop untapped potential of depressed areas (NEDA, 1977). The
development of water resources, like the rest of the infrastructure program,
aims at relieving bottlenecks which have choked opportunities for growth
in certain areas of the economy.

Spatial Distribution of Economic Activity

Historically, industrial activity tended to concentrate in the NCR.
From 1961 to 1975, roughly half of industrial output accrued to NCR,
while the broader Central Industrial Region contributed about 70 percent
of industrial output. The widening of the initial industrial core (NCR) to
include the contiguous regions of Central Luzon and Southern Tagalog
may be traced to the overwhelming attraction that Metro Manila exerts
on economic activity which has spilled over into its neighboring regions as
congestion has increased in the inner areas. Recently, however, regional,
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rural and agricultural policies together with the emphasis on countryside
development have started to counter-balance the polarization trends al-
though these have been initially weak.

Almost a decade of dispersal efforts still has made no conspicuous
shift in the regional pattern of economic activity. This may be partly due to
the economic slowdown at the start of the period (1967-71). No rapid
changes in economic activity could, therefore, be expected. The imposition
of martial law in 1972 led to a spurt in economic activity, especially in
construction, mining and agricultural export products (cf. Hermoso's Special
Study). Consequently, the data available (up to 1975)really allows for only
four years within which regional awareness was effectively pursued. The
initial absence of spatial effects is not surprising since the policy changes
introduced (relatively more balanced granting of government loans and

locational clearances, among others) are felt only after a longer period.

Summary and Conclusion

In this paper, the effects of government policies as they influenced
the spatial distribution of economic activities in the country are traced.

A few observations can be made. First, the locational pattern of industrial,
commercial and agricultural establishments during the Colonial Period was

weighted in favor of regions producing agricultural crops for export (Ilocos,
Bicol, and the Visayas). These regions had the greatest density of establish-
ments, as a result of the policies of the government which then favored
the production of primary products for the American market. The relation-
ship between the density in the location of commercial and business estab-

lishments and employment is reflected in the regional pattern of population.
Second, the Import Substitution Period (1948-60) saw a growing

industrial sector in the country. This could have sparked the country's
economic growth were it not for the high degree of importation that it
entailed, on one hand, and the production of non-essential commodities,
on the other. A perceptible change in the locational pattern of industrial
and commercial establishments accompanied the fundamental policy change,
with the NCR holding the greatest density in the number of new establish-
ments, followed closely by Southern Tagalog and Central Luzon.

Third, the Decontrol and Devaluation Period (196.0-68) did not change

the existing pattern of economic activity because accompanying policies
maintained the overall spatial thrust of the Import Substitution Period.
Finns still tended to locate at the NCR, Southern Tagalog and Central
Luzon. The level of importatibn could not be significantly lowered despite
devaluation and decontrol.
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Fourth, the 1970s ushered in the Regional Awareness Period as mani-
fested in the decentralization of administrative functions, investment and
export incentives, the 50-kilometer radius ban, integrated area development
and the promotion of small- and medium-scale industries, among others.

The effects of the latest set of policies will not be apparent until some years
from now. Still, the record of past policies indicates that new areas of the

country will receive an initial push although it is not clear that this would
be enough to completely offset the well-established advantages of the NCR
and the broader CIR.



THE PHILIPPINE URBAN HIERARCHY:
STRUCTURE AND DEVELOPMENT

Evangeline M. Soliman
and Cayetano W. Paderanga, Jr.

The spatial organization of cities involves a set of relationships - where
people live in relation to their place of work, firms' location in relation to
their markets and to sources of their inputs, the relationship of the trans-
portation network to its users, the location of commercial establishments
and the location of their consumers, among others. These interactions define
the economic function of cities: to bring together al] of the services required
for the area towhich they belong. These central functions are distributed
among the different cities depending on their importance and level of
development.

The city also has close interrelationships with other cities in the urban
system. The level of services that cities perform is a measure of the degree
of the city's relationship with the region to which it belongs and with the
nation as a whole. The differences in the levels of services among cities give
rise to a hierarchical structure shaped by the cities' functions in their regions
which are influenced in turn by the regions" functions in the nation. The pre-
dominance of Metro Manta, for example, is not only a manifestation of its
centrality in the Philippine economy; it also points to the importance of the
central industrial region (CIR) in the total economic activity of the country.

This paper presents various efforts to identify the hierarchy of Philip-
pine settlements from the late pre-colonial era to the present period. It hopes
to trace the development of cities and provide the necessary background for
understanding cities, as well as suggest clues to the future urban develop-
ment pattern of the country.

Hierarchy of Settlements Before 1900

The pattern of settlements during the pre-colonial period reflected the
prevailing political decentralization (with the baxangay as the basic socio-

233
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political unit) and the existing economic development of the country. Most
of the largest communities were coastal villages engaged in extensive external
trade. Manila and Cebu were large agricultural and fishing villages with
unusually strong secondary trade functions.

During the Spanish colonial system, urban clusters were established to
act not only as trading centers but also to serve as defensive centers from
which control of indigenous villages was possible. Doeppers (.1976) iden-
tiffed a three-level hierarchy of settlements: (a) the capital city, Manila,
directing the affairs of the country; (b) provincial centers (ciudades and
villas) which were centers of military, political and ecclesiastical control.
(This group was composed of Cebu, Naga, Nueva Segovia, all ciudades and
villas in Panay, and Fernandia, Vigan); and (c) central church village or
cabeceras which became the focal points of activity and cultural change.
These settlements were given functional importance and social prestige
which continued to distinguish them from other settlements. Spanish Colon-
ial policy was characterized by a detailed recognition of ethnic groups and
an effort to keep governmental, ecclesiastical and social functions spatially
separated. The Spaniards and their retainers were located in the central
area while the Filipino labor pool and Chinese providers of goods and
serviceswere in separate peripheral areas.

The rise of commercial agriculture and the stimulation of internal
trade in the late eighteenth to mid-nineteenth century resulted in a sus-
tained growth of Manila and the provincial centers. Secondary and tertiary

rank settlements like Cebu, Cavite and Iloilo grew in size during this period
of economic change. A number of lesser nodes, such as Batangas and Taal,
became increasingly active.

The urban hierarchy .that evolved by the end. of the Spanish colonial
period reflected the economic development of that period. The hierarchy
was derived from a mean of the rank order positions of the four variables
selected (Table 1) viz. (a) the number of Chinese. residents, providing a
rough index of the relative economic importance of the place and the level
of urban economic activity; (b) professional services, also indicative of

urban functions; (c)trade and transportation; and (d) manufacturing as an
indicator of urban employment. Manila obtained the greatest .benefit from
the accelerating economic activity. Still, several port cities continued to
grow as regionally important urban centers.

The hierarchy of urban places in 1900 showed that urban places were
not evenly distributed. Almost half of the third rank towns were Concen-

trated in Southern Tagalog and Central Luzon. (Table 1).
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Table 1 Economic Rank of PhilippineCities and Towns, 1903.

Numberof Profes_mud Tradeend Manufacturing MannRank
Chlna-bom Service Tr,m_port Mechanical of Variables

I. Manila 1 1 1 1 1.0

II, lloilo 2 2 3 2 2.25
Cebu 3 3 2 9 4.25

III. Legasps 9 4 12 4 7.25
Tambobong (Malabon) 15 12 4 7 9.5
Cavite 4 5 13 18 10.0
Taal-Lemcry Xa 24 5 4 11.0
Naga I0 6 13 16 11.25
Dagupan 8 19 6 17 12.25
Lipa Xa 12 19 9 13.3
Batangas 22 19 7 6 13.5
Laoag 29 6 23 2 15.0
San Pablo 18 15 13 15 15.25
Aparri 6 26 11 20 15.75
Zamboanga 5 6 22 31 16.0
Vigan 15 19 19 13 16.5
San Fernando, Pampanga 19 9 13 26 16.75
Santa Cruz, Laguna 19 11 13 32 18.75
Capiz (Roxas) 26 15 28 7 19.0
Baliuag 35 14 18 11 19.5
Malolos 26 22 9 26 20.75
Dumaguete 22 22 28 12 21.0
Daet 15 26 23 22 21.5
Tacloban 12 31 19 26 22.0

• IApaand the twinnucleiof Teal andLemet-/were lemgnimd townsin the middleto later 19th_ntm'y. gy 1900 ¢hey wen: in
decline,

Source:Doeppe.rs(1972), p. 39

Hierarchy of Settlements in the Recent Period

Ullman (1960) identified five types of trade centers, namely: (a) nation-
al center - Manila with population of 1,700,000; (b) interregional - Cebu,
Davao, Iloflo and Zamboanga (population of about 50,000 - 200,000); (c)
major centers - centers with large trade areas and a population of 10,000 -
40,000; (d) secondary centers - with a population of 5,000 - 25,000 (these
are similar to major centers but are less important); and (e) minor centers -
small retail and social centers and a population of about 1,000 - 5,000. The
relative importance of cities was based on population size and commercial
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functions. Unman made use of several criteria in classifying trade centers,
namely: population size, traffic flow maps, branch plants and warehouses
of softdrink plants, depots for three major oil companies, Chinese Chamber
of Commerce since the Chinese control most of the retail trade, and a variety
of specific data such as port facilities, military installations, factories and
sugar centrals. The study did not clearly identify the types of economic and
service activities present in each type of trade center. Based on Ullman's
findings, the Philippines has a greater number of major and secondary
centers than would have been expected of similar rank size distributions,
reflecting the geographic fragmentation of the country.

Two independent agencies of the Philippine government also undertook
studies in identifying the hierarchy of Philippine settlements. The develop-
ment of an urban hierarchy, with particular emphasis on the development of
intermediate-sized cities, is a proposal of the National Economic and Deve-
lopment Authority for regional development (NEDA, 1978). Such an
approach is aimed at relieving Metro Manila of population pressure and en-
hancing the development of rural areas. The identification of growth centers
relies heavily on the comparative advantages of the regions and the proposed
urban centers, as well as the relative capacity of the urban centers and theix
hinterland in generating internal market demand increases for urban type of
goods and services. The proposed hierarchy of urban centers consists of
three types, namely: metropolitan areas with Metro Manila, Metro Cebu and
Davao City; primary urban centers; and secondary urban centers. Cities
belonging to the other levels of the hierarchy were not identified.

The hierarchy of settlements identified by the Ministry of Human
Settlements (1978) was presumably based on the growth center theory
with a purpose of generating development in regions by concentrating pro-
jects in relatively few places with development and growth potentials. The
hierarchical scheme also aims to divert population from overcrowded large
cities toward smaller cities. The selection of growth centers was based on
population size and population growth trends (Alternative I), and population
potentials based on the geographic centrality of the area (Alternative II).
Alternative I shows the distribution of settlements by the year 2000 based
on historical trends and relative population size while Alternative II is based
on population size and geographical centrality of each municipality. The
second alternative considers the accessibility of each settlement to the rest
of the provinces. Two aspects were taken into consideration: the relative

aerial distance between two municipalities, and population per location.
Other factors taken into consideration in selecting growth centers were
topography, presence/absence of roads, feasibility of development due to
favorable characteristics of the site, and social and behavioral factors (e.g.,
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culture, religion,race, trade flow patterns). The growth centers were classi-
fied into four types with the following characteristics: (a) metropolitan
center (population of 1,000,000 and over) comprises major cities with their
outlying districts of satellite communities offering various facilities and
services for the region; (b) regional centers (population of 250,000-999,
999) are those designated as the administrative headquarters and the seat
of regional offices of government agencies serving the region while sub-
regional centers do not have any administrative functions of the government
but offer a complete range of urban services and facilities; (c) major urban
centers (population of 80,000 to 249,999) are trade centers of resource
frontiers and the nuclei of leading development areas; (d) minor urban
centers (population of 25,000 to 79,999) are described as agricultural
service centers with a range of urban services and facilities to complement
the major urban center of the province and having potentials for develop-
ment as interlnediate-sized centers; and (e) satellite municipalities (popu-
lation of less than 25,000) are settlements dependent on the growth centers
for urban services and facilities. Their services and facilities are limited

to the basic requirements of the settlements.

The Ministry's selection of hierarchical growth centers using Alternative
II (i.e., population size) did not fully adopt the concept of central places as
defined by the functions fulfilled by cities. The principal variable of the
accessibility index used by the Ministry's study is population size under the
assumption that population concentration is indicative of the area's cen-

trality. This may not always be the case. As will be noted later in this paper,
some cities exhibit large population sizes yet possess none or few of the eco-
nomic and service functions that would classify them as higher order centers.
The hierarchy prepared by the Human Settlements also considered all the

municipalities, resulting in a great number of regional centers, sub-regional
centers and other lower types of urban centers. For municipalities with a
dearth of central services, substantial government direct intervention may be
necessary before these places acquire the capability to generate development
in the surrounding area.

The PresentHierarchy of Cities

The urban hierarchy manifested by Philippine cities is described and

analyzed using 1975 census data. Cities in the Philippine urban system are
classified into broad types of centers based on the varying degrees of pre-
sence of central functions. Chartered cities of 1975 with a minimum popu-
lation size of 40,000 and density greater than or equal to the average density
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of 140 persons per square kilometer and provincial capitals with the same
required population size and average density were included. 1

Chartered cities are used because these government units are auto-
nomous municipal corporations governed by charters and possess taxing
powers not enjoyed by ordinary municipalities. They have more leeway to
broaden their revenue base and therefore invest in economic and urban ac-
tivities and services. Provincial capitals are official centers of administrative
divisions of the country serving as the transportation and communication
centers and providing direct physical links to all other settlements of the
provinces and to the national economy. Generally, provincial capitals
rank first in urban population, commercial and industrial establishments,
and utilities and facilities within their provinces. And most chartered cities

are also provincial capitals.
Aside from population size, the other criteria used are the following

central functions: (a) banking - considered important because it serves to
finance wholesale trade and business enterprises in the city and surround-
ing area. The number of bank branches of twenty Manila-based commercial
banks listed in the 1976 Directory o¢'Banks (Dosdos 1976) is counted and

cities are ranked according to the total number of bank branches present;
(b) presence of breweries and softdrink warehouses or their branch plants,
and presence of depots of major oil companies (UUman 1960); (c) the num-
ber of large wholesale establishments; (d) the presence_bf essential service
type activities such as transport and communication, health, education and
recreational services. 2 Data for items (c) and (d) are found in the 1975
Directory of Large Establishments which contains a listing of large estab-
lishments by industry and geographic location; and (e) port and airport
facilities, and such other data as average annual traffic flow on roads and
road network within provinces and urban centers (cf. Soliman 1981). Quite

1Definition of urban areas stressed the following criteria: (a) critical minimum
populationsize, i.e., the thresholddemand levelneeded to supplya rangeof urban services;
and (b) a critical population density. (Richardson, 1978.) A municipality may become a
city when its population is greater than or equal to 40,000. At this minimum size, it
reflects that some degree of urbanization has occurred and that some urban problems

require resources to deal with. The average density suggests that critical level of popu-
lation density (WorldBank 1979).

2The types of servicefunctions considered were: five (5) types of transport services
presence of provincial bus service, local bus service, interisland and overseas ocean

transport, and air-charteredservices;three (3) types of communicationservices- presence
of telephones, telegraph and printing press; and six (6) types of servicesfor health, edu-
cation and recreation - presence of hospitals, universities, hotels, television channels,
movie theaters, and radio broadcasting system.
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often, these criteria were very closely related. This close correlation among
the different measures of centrality facilitated the classification of cities
(cf. Appendix Table 1).

Seven types of urban centers were identified: (a) the national center
and regional center for Luzon: Metro Manila3; (b) broad regional centers:
Metro Cebu4 and Davao City; (c) regional centers: Iloilo, Bacolod, Cagayan
de Ore, Zamboanga, Tacloban, Legaspi, Cotabato, and San Fernando (La
Union).

The other chartered cities were classified as major urban centers, se-
condary urban centers, minor urban centers and satellites depending on the
types of central functions and service activities present (Table 2 and Figure
1).

National Center

Metro Manila with a population of 4.97 million in 1975 is seven times
larger than the next largest urban center, Metro Cebu with a population of
656 thousand in the same year. The primacy of Manila, brought about by
historical forces, natural endowments as well as economic policies, has
made this center the political, administrative, commercial and industrial
center of the country. Metro Manila exerts a dominant influence on the rest
of the country. This influence is manifested not only by population size
and density but also by heavy concentration in the area of industries, trans-
port facilities, and a vast range of social services. 5 And because of its natural
harbor, Manila also far exceeds other Philippine cities in the volume of
foreign trade (Soliman 1981 ).

Broad Regional Centers

Metro Manila is also the country's leading regional center. With the size
of its hinterland embracing Luzon, Mindoro and Palawan, its large trade area
is the principal market for regional surpluses and the major source of domes-

3Met_o Manilacomprises four cities: Manila,Quezon City, Pasay, and Caloocan;
and 13 municipalities:LasPinas,Makati,Malabon,Mandaluyon_,Matikina,Muntinglupa,
Navotas,Paxanaque,Pasig,Patetos, San Juan,Tagui_and Valenzuela.

4Metro Cebu comprises three (3) cities: Cebu City, Lapu-Lapu,and Mandaue;
and two (2) municipalities:MinglanillaandTalisay.

5However,as Figure 2 indicates,there is some relationshipbetweenpopulationsize
and type of center.
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Figure 1. Philippines: Distribution of HigherOrder Centers,1975:
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Table 2. Classification of Cities: The Urban Hierarchy

Cities Type of Classification

Metro Manila National Center

Metro Cebu Major Regional Centers
Davao

Iloilo Regional Centers
Bacolod

Cagayan de Oro
Zamboanga
Tacloban

Legaspi
Cotabato

San Fernando (La Union)

Angeles Major Urban Centers
Olongapo
Butuan

Batangas
Iligan
San Pablo
Cabanatuan

Dagupan
Ormoc

Naga
Dumaguete
Tarlac

Baguio
General Santos

San Fernando (Pampanga)

Tuguegarao Secondary Urban Centers
Lucena

San Carlos (Negros Occidental)
Roxas
Laoag
Pagadian
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Table 2 (Continued)

Cities Type of Classification

Surigao Secondary Urban Centers
Dipolog
Daet

Gingoog

Oroquieta Minor Urban Centers
Cavite
Toledo

Iriga
Marawi

Cadiz Satellites

Lipa
Silay
San Carlos (Pangasinan)
La Carlota

Bago
San Jose
Danao •

Dapitan
Bais

Tangub

tically manufactured goods. Furthermore, the concentration of population
and economic activities support specialized professional services which are

not present in the other two regional centers; e.g., large accounting firms,
advertising agencies, consultancy and research firms.

Metro Cebu serves as the regional center for the Visayas region. Its

domestic tradeby water for the year 1973-74 (Soliman 1981 ) is bigger than
Manila's because Cebu's only connection with the other areas is by water
while Manila has the-longest land connections, i.e, the longest railroad

connections and paved highways. Cebu's strategic location and accessibility
make it the trading center for the central part of the Philippines. Its in-
fluence extends beyond its immediate hinterland to Eastern Visayas and
the northern half of Mindanao.

Considering tile different types of service functions selected, all four-
teen service functions are present in Metro Cebu. Metro Cebu ranks closer
to Metro Manila than Davao City, the regional center for Mindanao.
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Davao City with a population of 484.7 thousand in census year 1975
is by far the largest settlement in Mindanao. It is agriculture-based, and
possesses a deep water port for international shipping and has one of the
country's leading hotels.

Broad regional centers have a whole complex of central functions in
contrast to the other lower type of centers. They have adequate hospitals,
universities, recreation and tourist facilities, telephone and other commu-
nication facilities, and roads and other transport means. Their large trade
area requires an extensive transportation system which serves to link the
center with surrounding hinterland as well as with the lower type of centers.

Cities of this type (and also regional centers) have a primary or secondary
port facility 6 and an international or trunkline type of airport facility. 7

The presence of other economic functions such as location of brew-
cries, softdrink warehouses and branch plants, location of depots of major
oil companies, and availability of local and provincial buses for cities with
fairly good roads distinguishes broad regional and regional centers from
other lower types of urban centers.

Regional Centers

Cities that are classified as regional centers rank next to broad regional
centers based on the measures used in classifying cities. To a considerable
extent, these cities possess the same types of service functional units as
broad regional centers except that regional centers have less of these es-
tablishments. The significant role of these cities as a link to the region and
national economy makes the different economic and service functional es-
tablishments locate in these cities. Regional centers have become the focus
of development thrust of the government in the region where they belong.

Depending on the region's level of development, regional centers
serve as substitutes for broad regional centers where these are absent. Except
for Western Visayas which has two regional centers (Iloilo and Bacolod),
almost all other regions have one regional center each. Regions II, iii and
IV-A (Cagayan Valley, Central Luzon and Southern Luzon), however, have
neither broad regional nor regional centers. Regions III and IV-A are adja-
cent to Metro Manila, with Central Luzon and Southern Tagalog being part

6primary ports axe capable of handling domestic and foreign traffic of national
significance. Secondary ports serve the main population centers of its region.

7International airports axe used for operation of aircraft engaged in international air
navigation. Trunkline airports serve commercial centers of the Philippines.
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of an expanded version of Metro Manila called the Central Industrial Re-
gion. 8 Thus, the cities in these two regions tend to be satellites of Metro
Manila rather than true central places for their regions. The absence of a

regional center for Cagayan Valley indicates its level of development.

Major Urban Centers

Major urban centers are important because these centers provide basic
urban services, i.e., health, education, transport and communication, to the
surrounding area. The spatial relationships among urban centers as well as
the volume of traffic flow for cities with extensive road network are also
considered. These may be used as an indicator of the size of the hinter-

land. Take the case of Ozamis City, Misamis Occidental. According to the
presence of economic and social infrastructures, the city can be classified

as secondary urban center but'the traffic flow map (Soliman, 1981)indi-
cates that the city serves more as a major urban center for the province of
Misamis Occidental. This shows that functional relationships with other
urban centers is also one important measure of centrality. The volume of

cargo of principal ports is another measure used in classifying major urban
centers. Most of these major urban centers have tertiary ports 9 and second-
ary airport facilities. 10

Secondary Urban Centers

Secondary urban centers do not offer as complete basic urban services
as the major urban centers. These centers offer the minimum service func-

tions usually confined to health or education services. With regard to the

economic variables (i.e., number of commercial banks, number of large
wholesale establishments, and type of port and airport facilities)used,
secondary urban centers have the least number of establishments for econo-
mic services, a tertiary type of port and secondary airport facilities.

8See Chapter 3 and Hermoso's Special Study in this volume.

9Tertiary ports are capable of handling traffic serving a limited portion of the
regional hinterland and capable of performing local port functions (National Transporta-
tion System, 1975 Appendix II.I).

10Secondary airports serve principal towns and cities with regular traffic densities
that warrant the operation of jet-prop aircraft (National Transportation System, Appen-
dix 11.2).
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Figure 2. Relationship Between City Population Size and Type of Urban Center
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Minor Urban Centers and Satellites

Cities comprising minor urban centers lack, in most respects, the dif-
ferent types of economic and service activities which higher order centers
offer. Still, these centers perform minimal services of some type or another
for their tributary area. They ranked in at least one of the factors used as
measures of centrality. For example, Appendix Table 1 shows that cities
like Toledo and Iriga have only a bank branch located within the geographic
area, having no establishments present for the other types of economic and
service activities considered.

On the other hand, there are chartered cities close to a larger urban
center which exhibit substantial population concentration though these
cities possess none or very few of the service functions considered (Appen-
dix Table 1). For example, Silay, Bago, La Carlota, Cadiz, and San Carlos
cities belonging to the sugar-producing province of Negros Occidental and
close to Bacolod City, exhibit population concentration yet the service
functional establishments listed in the 1975 Directory of Large Establish-
ments show that these establishments are localized in Bacolod City. This
is also true for the rest of the satellites where service functional establish-

ments are located in the neighboring urban center belonging to a higher
order rank.

Economicand Social Infrastructure of Philippine Cities

The position of cities in the urban hierarchy reflects the type of econo-
mic activities and social infrastructure present in each city in response to the
demands of the tributary area. Cities can, therefore, be also classified into
various classes depending on the package of services available. In the follow-
ing sections, cities are first classified by the social and economic services
they offer; then the average level of each social and economic service is
examined for significant differences between types of cities. The corres-
pondence between this classification and the previous one is also examined.

The same cities are used in the new classification and the following indi-
cators are used to reflect the type of economic activities and social infra-
structure in the city 11

1 1As distinguished from the previous classification which was based on the presence
or absence of central functions.
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Economic Indicators

a) Total number of bank branches of Manila-based commercial banks
(Dosdos, 1976). This economic variable was also used in the identification
of the hierarchical classification mentioned in the earlier sections.

b) Total number of establishments in all economic sectors (agricul-
ture, industry and service sectors)per 1000 population. [ NCSO, Listing of
Establishments, 1975].

c) Number of establishments in the service sector per 1000 popu-
lation.

d) Number of establishments in the industrial sector per 1000 popu-
lation.

e) Type of port and airport facilities (National Transportation Sys-
tem, 1975).

f) Number of telegraph offices, and post offices.
g) Number of telephone connections per 1000 households.

Items (e) to (g) can be considered as economic infrastructure which give sup-
port to economic activities.

Indicators for Social Infrastructure

a) Educational services - number of schools by levels of education;
number of elementary schools per 10,000 population; number of secondary
schools per 10,000 population; and number of tertiary schools per 10,000
population.

b) Health services - number of hospitals, health and community
centers; and total number of beds per 1000 population.

c) Housing services - proportion of households with plumbing faci-
lities, with electricity and with toilet facilities.

d) Per capita total government expenditures by function for fiscal
year 1975 (June 1974 - July 1975).

Oiscriminant Analysis

Discriminant analysis was used in the classification of cities by socio-
economic infrastructure. Here, a set of linear combinations of the different
economic and social variables is formed such that the discriminant functions

maximize the separation of the groups. The hypothesis that the groups are
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distinct, and if they are, whether or not the variables give enough informa-
tion to discriminate among groups is tested. 12

Three different sets of discriminant analysis were performed, namely:
a) classification of cities using economic infrastructure to indicate the eco-
nomic functions present in the city; b) classification of cities based on the
type and level of social infrastructure _and c) classification of cities based on
both economic and social infrastructure. Thel results are shown in Table• 3.

There are some differences between the previous grouping by central
functions and the new classifications by both economic and social• infra-

structure. Most of the differences arise in the lower types of urban centers.
Some of these cities are close to a larger urban center, e.g., San Pablo City
and Cavite City of Southern Tagalog Region, and Cabanatuan City of Cen-
tral Luzon are all close to Metro Manila•; and Iriga to Naga City, a major
.urban • center. Economic impulses of higher order cities are probably trans-
mitted to lower order cities such that the dominating influence of higher
order cities extends farther than its immediate surrounding tributary areas
(Table 3).

The classification of cities on the basis of both economic and Social

infrastructure only has three differences (i.e., Batangas City, San Carlos
and La Carlota, both of Negros Occidental) out of forty-eight observations
when compared to the classification of cities based on the cities' central
functions. The values •of the discriminating variables are-also shown to be
significantly different among all groups of cities. The results of this com-
parison further indicate that the function of cities is not confined solely to

providing economic services but alSO includes the provision of social in-
frastructure to a great majority of the population and the surrounding
area.

Conclusion and Implications

The preceding discussion has shown the :symbiotic relationship between
the city, the•region that it serves, and the overall economy to which it be-

longs. The city provides the services that the region requires while drawing
on the surrounding area for its support. Depending on its importance, the
city's tributary area will be of a correspondling size. Minor urban centers, for
example, provide only the most • basic •central services for their small tribu-

tary area. At the other end of the spectrum, the broad regional centers pro-
vide higher order services to areas that transcend their environs while ser-

12Se e Solitaire, 1981 for details.
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Table 3. Alternative Classification of Philippine Cities

Observed Groups, a/ •
Groups of Cities based on Groups of Cities Using Discriminant Analysis Based on:
presence of central functions Economic Infrastructure Level of Both economic

Social Infra- and social infra-
structures structure

Group I: Broad Regional

Metro Manila 1 1 1
Metro Cebu 1 5 1
Davao 1 3 1

Group 2: Regional Centers

Zamboanga 2 2 2
Iloilo 2 2 2
Bacolod 3 2 2
Cagayan de Oro 2 2 2
Legaspi 2 2 2
Taeloban 2 2 2
Cotabato 2 2 2

Group 3: Major Urban Centers

Angeles 3 1 3
Olongapo 3 2 3
Butuan 3 3 3
Batangas 3 3 4
Iligan 3 3 3
San Pablo 5 4 3
Cabanatuan 5 3 3
Baguio 3 3 3
Dagupan 3 3 3
Ormoc 4 6 3
Naga 3 3 3
Ozamis 4 3 3
Dumaguete 4 2 3
General Santos 3 3 3
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Table 3 cont'd

Observed Groups:
Groups of Cities based on Groups of Cities Using Discriminant Analysis Based on:
presence of central functions Level of Both economic

Economic Social Infra- and social
Infrastructure

structure Infrastructure

Group 4: Secondary Urban Centers

Lucena 4 4 4

San Carlos (Negros Occidental) 6 6 $
Roxas 4 4 4

Gingoog 6 4 4
La0ag 3 4 4
Pagadian 4 4 4
Surigao 4 4 4
Dipolog 4 4 4

Group 5: Satellites

Cadiz 5 5 5

Lipa 5 5 5
Sflay 5 5 5
San Carlos (eangasinan) 5 5 5
Bago 5 5 5
San Jose 5 5 5
Danao 5 5 5

Dapitan 5 5 5
Bais 5 5 5
La Carlota 5 6 6

Tangub 6 5 5

Group 6: Minor Urban Centers

Cavite 4 6 6
Toledo 6 2 6

Iriga 5 6 6
Marawi 6 6 6

Oroquieta 6 6 6

_Previously grouped by central economic functions
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vicing the basic needs of their immediate tributary area. Metro Cebu really
serves most of the Visayas and Northern Mindanao while Davao is the cen-
tral point of the economic activities in the rest of Mindanao. Metro Manila
however holds a special place as the primate city in the country, providing
services of the highest order for the whole country. All these relationships
define the urban hierarchy which binds the sometimes disparate regions of
the country.

This organic view of the urban hierarchy has some immediate policy
implications. On a superficial plane, the degree to which a city has deve-
loped is an indication of the region's development. The types of cities in a
region, therefore, indicate a region's maturity. Beyond that, however, the
development of a region's cities also largely determines the extent to which
it can avail of impulses from other regions and from the overall growth of
the economy and its ability to transmit exogenous changes that start with-
in its boundaries.

The centrality of a city has to be considered in regional development.
Some form of integration of the whole country into one market should be
attempted so that the spread effects of economic changes are not hindered.
This is best done by exploiting the city system. For less developed regions,
for example, an important part of a development program is to enhance the
social and economic infrastructure and increase the availability of central
functions in their cities. This integrates the region with the rest of the
economy and at the same time prevents choking off the effect of an impulse
due to a shortage of crucial services. Hand in hand, therefore, with any pro-
gram to develop any region should be a plan to upgrade the system of cities
in that region. Balanced regional development requires the balanced deve-
lopment of cities if full effectivity of any development program is to be
attained.
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Table 1. Indicators of Centrality Used in The Classification of Cities, 1975

lndicatm, of Centrality Types of trans- _

Total No. Total No. portation & corn- Location s Location
Population of Comm'l. of whole nmunicati_ setv- of brewe- of depot

size, banks & sale large ices, health & Type of Type of des and of major t'*
Cities 1975 special establish- _:hool_ ports t air mftdrinks oil com-

banks Rank trent8 Rank _re_encelabseace) Rank premat ports 2 plant, pazdm
C

=
Metao _ 4970006 20 1 1560 1 t4 1 1 1 1 1
Metro Cebu 19 2 189 2 1 2 I 0 Z

Davao 484678 16 3 103 3 11. 2 1 3 2 0

Zamboanga 265023 6 9 16 8 8 3 2 3 2 0lloflo 227027 13 4 81 4 2 3 2 0
Bacolod 223390 75 5 7 4 0 3 2 I

CasaYan de Ore 165220 40 6 6 5 1 3 2 0

Angelet 151564. 9 6 4 17 3 8 0 0 . 0 0 O
Okmgapo 147109 4 11 2 19 4 7 0 0 0 0 ,m

Butuan 132682 . 16 8 3 8 2 4 0 0
Cadiz 127653 1 14 1 20 1 10 0 0 0 0 l-rl

Batmtg_ 125363 4 l I 4 17 3 8 2 0 0 I

Illgan 118778 6 9 13 10 2 9 • 3 4 0 0
San-Pablo 116607 5 10 9 13 3 8 0 0 0 0
CabeJmtuan 115258 6 9 1I 12 3 8 0 0 0 0

Ltlm 106094 1 14 0 0 0 0 0
Silay 104887 l 14 0 0 0 0 0
Barrio 97449 9 6 4 17 7 4 0 4 0 0
Lueena 92432 5 10 2 9 4 5 0 0

San Carlo* (Ne_'o, Occidental) 90982 3 12 I 2O 3 3 0 0
San Cadca (Pangasinan) 90882 0 0 0 0
Dagupan 90092 I 0 5 9 13 2 9 4 4 0 0
O_oc 89466 5 10 6 15 1 10 3 3 0 0

Bago 892I 3 0 0 0 0
Legaspi 88378 8 7 9 13 5 6 2 2 2 0
Naga 83337 9 6 3 8 0 0 2 0
Cavite 82456 2 13 4 4 0 0
'radoban 80707 . 9 6 14 9 3 8 2 3 2 0



Appendix Table 1. (Cont'd).

Indicators of Centrality Typesof tram.
TotalNo. Total No. portation& com. location 3 Location

Polmlation of Comm'l. of whole municatioaserv- of brewe, of depot

size, banks& Ranks salelarge ices,health& Typeot Typ_of desand ofmajorCities 1975 special establish- schoolservices ports! softdrink_ oil corn-
banks ments Rank (presence/absence) Rank present ports2 lflantt panies

Toledo 76521 1 14 1 20 3 0 0 0

Lriga 78885 3 18 2 9 0 0 0 0
Ozanfis 71559 2 13 2 19 3 8 3 4 0 ' 0
Roxas 71305 1 14 5 16 1 10 3 4 0 0
Cotabato 67097 6 9 4 17 2 9 2 3 0 0
Gtngoo8 66577 2 13 5 16 1 10 4 0 0 0
Laoag 66259 7 8 1 20 2 9 0 3 0 O
Pesad_ 66062 I 14 I lO 3 4 0 0
SuflSao 66027 3 12 3 18 3 4 0 0
Marawi 63332 2 9 4 0 0 0
SanJoae 58387 0 0 0 0
Dumaguete 52765 6 9 9 t3 2 9 3 3 0 0
Davao 50260 l 20 3 0 0 0

Dipolo8 48403 3 12 2 9 4 4 0 0
Dapttan 46261 4 4 0 0
Bsis 45672 0 0 0 0 C
Omquieta 42497 3 18 3 0 0 0
La Cerlota 40984 0 0 0 0 _;
Tm_lb 40961 4 4 0 0 ..s
GeneralSantos 91154 7 8 26 7 1 10 3 3 0 0
San Femando,Pampanga 98382 5 10 4 17 3 8 0 0 2 0
San Femando, LaUnion 61166 6 15 2 9 2 4 0 O
Daet 50010 4 11 4 17 1 10 0 4 0 0

t_
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Appendix Table2 (Cont'd.)

Indicatorsof Centrality Types of tram. C
Total No. Total No. portation & corn- Location 3 Location

Population of Comm'L ofwhole murdcation serv- of brewe- of depot
size, banks& Ranks salelaxge ices,health& Typeof Typeof desand ofmejoz

Citte_ 1975 special establish- school services ports I air softdrinks oil com-

baaks merits Rank (pre_ence/absence) Rank present ports2 plants paaies

Tuguegarao 62513 2 13 4 17 0 4 0 0
Tadac 160595 5 10 12 11 2 9 0 0 0 0 r_

Calapsn (Oriental Mindoro) 55608 2 131 IO 3 4 0 0

Icl_dflcation of Ports-." 1 primary

2 _.ooadcw

2(3au/fication ofAirports:

2 alternate tatemMiorad
3 Unnkline
4 secondary

3Dummy variablefor location
1 with bx_we_es,end mftdrink wateh_ue and pleats
2 aoftdrfnk warehousesandbnmch plaints



SMALL AND INTERMEDIATE
SIZE CITIES AND
REGIONAL DEVELOPMENT

Ernesto M. Pernia

introduction

Because urban systems in most developing countries are punctuated by
primacy, urban research has tended to focus on the primate city or on
secondary cities as alternative centers for decentralized urbanization. Very
little attention has so far been given to small and intermediate size cities,

resulting in a partial view of the national urban system. In discussions of
development policy, these cities have been taken for granted and their
potential role largely ignored.

This paper takes the position that small and intermediate size cities
are essential parts of the national urban system; hence, an understanding
of their structure and behavior would sharpen our grasp of issues concerning

primacy as well as attempts to bring about diffused urbanization and
development. Accordingly, in this paper, we examine small and intermediate
size cities in the Philippines to see what has been their growth performance
over time, what factors have underlaid their behavior, what role they might
play in national development, and how such role may be fostered by policy.
The organization of the paper follows these questions.

*An earlier version of this paper was presented at the Expert Group Meeting
on the Role of Small and Intermediate Size Cities in National Development, United
Nations Centrefor Regional Development,Nagoya, lapan, 26 lanuary-2 February 1982.

255
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Performance'of SMCs

Data compiled by the United Nations reveal the slackening growth of
small and. intermediate size cities (SMCs) 1 in developing countries since
1950, resulting in a diminution of their position in the national urban

hierarchy (Mathur 1981). This observation can also be made regarding
SMCs2 in the Philippines, as can be seen in Table 1.

Table 1 Annual PercentGrowth Ratesof Population of Different Size
Cities: Philippines,1903-80

City Size 1903-39 1948-60 1960-70 1970-80

Small 1.79 2.00 2.05 2.17

Intermediate 2.57 3.11 2.11 2.57

Large 3.16 3.75 4.22 3.79

Total 2.51 3.10 3.18 3.15

Source: Annex Table 1.

We note that large (100,0004-) cities had consistently grown the fastest,
always exceeding the national urban average, over the long historical stretch
from 1903 to 1980. Especially salient among these large cities are Metro

Manila in Luzon, Metro Cebu and Bacolod in the Visayas, and Zamboanga
and Davao in Mindanao (see the Annex map). The overall growth rate of
large cities peaked during the 60s at 4.2 percent per annum. Small (40,000-
59,999) cities started out slow and hardly changed their growth rate during
the 50s and 60s, but picked up somewhat in the 70s. After some burst in

1SMCs are defined as urban places with population in the 20,000-100,009' range.

2For the present paper, size categories are reckoned as of 1960: small = 40,000-
59,999; intermediate = 60,000-99,999; large = 100,000+. This procedure allows for a
backward and forward inspection of the pefforrnanee of these different size cities.
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1948-60, intermediate (60;000-99,999) cities decelerated in the 60s and
also perked up in the 70s. A particularly noteworthy point in Table 1 is the
visibly slow growth of SMCs in the 60s in contrast to a most rapid expansion
of large cities (LCs) during the same period. This was the decade when
several SMCs experienced absolute decreases in population (see Annex
Table 2). While SMCs had always been the sources of growth for LCs, it
was during 1960-70 when the former suffered severe population losses to
the latter. A final point that can be gleaned from Table 1 is that during the
70s, SMCs picked up at the same time that LCs appeared to be tapering off.

We argue that the growth pattern of small, intermediate and large
cities can be explained by natural economic and social forces accentuated
by the spatial biases of economic development policies.3 And to the extent
that the large-city bias becomes established, dispersal policies designed to
promote regional and rural development benefitting SMCs tend to be in-
effective.

A Spatial-Temporal Framework

We attempt to explain the growth pattern of different size cities in the
context of the country's four broad economic regions and four historical

periods representing changing economic policy thrusts (see Part I of this
volume). The four regions are: the national capital region (NCR or Metro
Manila), the central industrial region excluding NCR (Other CIR: Southern
Tagalog and Central Luzon), the traditional agricultural region (TAR: the
Visayas, Bicol and Ilocos), and the frontier region (FR: Mindanao and
Cagayan Valley). These regional divisions of the country were arrived at
on the basis of the following criteria: (a)natural resource endowments or

constraints, (b) spatial impacts of economic policies, (c) the distribution
of rural and urban population and economic activity over time, and (d)

growth rates of population and economic activity.

The four historical periods are: the Colonial Period (1903-39), Early

Import Substitution Period (1948-60), Later Import Substitution Period
(1960-70), and Regional Awareness Period (1970-80). The Colonial Period
was characterized by preferential trade relations with the United States
which facilitated the exportation of agricultural products from the colony

3This argument has been made by a number of scholars although in somewhat
different contexts (e.g., Alonso 1968, Sicat 1970, Renaud 1979).
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to the mother country. 4 Hence, during this period, the center of population
and economic activity was largely the traditional agricultural region of the
Visayas, Bicol and Ilocos (what is referred to now as the sluggish region). 5

The period after World War II (1948-60) is known as the Early Import
Substitution Period because industrialization policy was anchored on various
kinds of import-substituting measures, such as exchange and import controls,
tax incentives, tariffs and credit schemes. Because of the (well-known)
problems that cropped up on account of exchange and import controls;
there was a change in policy to decontrol and devaluation in the subsequent
period (1960-70). Nonetheless, the import-substitution strategy was
effectively carried over with the continuation of the tariff structure and tax
incentives, including wage and price policies, hence, the nomenclature Later
Import Substitution Period. 6

We have shown (in Part I and Part II of this volume) that during the 50s
and 60s, there was massive shift of population and economic activity from
the traditional agricultural region (making them sluggish) to Metro Manila,
gradually spilling over into the adjacent regions of Southern Tagalog and
Central Luzon (Other CIR). Thus, the trade and industrial development
policies of the earlier and later import substitution periods exerted a strong

impact for spatial concentration in Metro Manila and more broadly in what
is now known as central industrial region (see Annex Tables 4-7).

The fourth period (1970-80) can be identified by the government's
conscious attempt at regional and rural development, although there were

already such attempts (or intentions) earlier as exemplified by the Basic
Industries Act of 1961. The objective of dispersed development was to be

pursued more vigorously this time by various investment and export pro-
motion policies in addition to agricultural and infrastructure programs
(of. Reyes and Paderanga's Special Paper). However, due to the lingering
spatial effects of former policies, the well-developed networks for migra-
tion, as well as agglomeration economies benefiting individual firms and
households, the end of the 70s saw little departure from the concentration
that had been built up in the 50s and 60s (cf. Part I of this volume).

In the context of our spatial-temporal framework which reflects policy

timing and regional impact, we find that the growth of cities of all sizes was

_Fora reviewof economicpoliciesduringtheColonialPeriod,seeReyesand
Paderanga'sSpecialPaper.

5ThiscanbeseeninAnnexTables4-5.

6Fora comprehensivediscussionofimport-substitutionpoliciesduringthe50s
and 60s, see op. cit.
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both rapid and steadily rising in the NCR, and slightly less so in the other
CIR, from 1903 to 1970 followed by some deceleration in 1970-80 (Table

2). The opposite seems to be the case for the TAR and the FR although the
growth rates in the latter were higher during the first two periods. What is
particularly striking are the peak growth rates in the NCR and Other CIR
(4.8 and 3.7 percent) in contrast to the low ones in the TAR and FR (1.7
and 2.5 percent) during the Later Import Substitution Period (1960-70).

Table 2 Annual Percent Growth Rates of Population in All
Size-ClassCities by Broad Region, 1903-80

1

Region 1903-39 1948-60 1960-70 1970-80

NCR 3.13 4.04 4.79 4.10

Other CIR 1.79 2.96 3.74 2.70

TAR 2.23 2.24 1.70 1.86

FR 4.42 3.68 2.53 3.78

Ph_h_p_pines 2.5___A1 3.10 3.18 3.15

Source: Annex Table 3.

If we control for city size as in Table 3, we note essentially the same
pattern as the more aggregative one in Table 2. Small and intermediate

size cities in the CIR evince accelerating growth rates during the Early and
Later Import Substitution Periods 7 at the same time that those in the TAR

and FR were becoming depressed. In other words, regardless of size, cities
tend to perform better in certain regions and periods than in others. It thus
seems that insofar as the growth of cities is concerned, the key aspect is
not so much size per se but the economic region in which cities are located
as well as the relevant historical period.

7Noteworthy among these SMCs in the CIR are Calamba, Cavite, Lucena, San
Fernando, and Angeles (Annex Map).
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The buoyancy of large cities in the TAR even during the Import Substi-
tution Period (1948-70) can be explained by the fact thatthey (Cebu,
Bacolod and Iloilo) have been highly connected with Metro Manila (or the
NCR) which was having a heyday during that era. The same is true of Davao
and, to some extent, Zamboanga in the FR (see Annex Table 3).

Table 3. Annual Percent Growth Rates of Cities by Size
and Broad Region, 1903-80

Region 1903o39 1948-60 1960-70 1970-80

NCR 3.13 4.04 4.78 4.10

other CIR 1.7_____9 2.9_6 3.74 2_70

Small 1.57 2.61 3.67 2.61

Intermediate 2.16 3.45 3.84 2.83

Large

Traditional 2.2.3 2.2.___4 1.7_0 1.86.

Small 1.82 1.78 1.42 1.89

Intermediate 2.59 2.41 0.89 1.65

Large 2.60 2.78 2.84 1.99

Frontier 4.42 3.6__8 2.53 3.7_.__88

Small 2.73 1.64 1.16 2.12

Intermediate 4.26 4.79 2.51 4.08

Large 5.46 4.10 3.59 4.62

PHILIPPINES 2.51 3.10 3.18 3.15

Source: Annex Table 3.

In sum, small and intermediate cities (SMCs) in the CIR have been
growing rapidly over time due to its progressive economic environment
favored by economic policy. By contrast, SMCs in the TAR and FR have

performed poorly because they tended to be sapped by large cities (LCs) in
the same region and by cities in the CIR. In other words, following Myrdal
(1957), the process has generated mostly backwash and little spread effects
to SMCs in the lagging regions. LCs_in _a_l regions have been generally
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buoyant on account of their connectivity with the NCR and to some extent
among themselves. 8 All this bears out the segmentation of the national
urban systelh in line with a fragmented space economy.

Prospectsof S=MCs

Data On the most recent intercensal period, 1970-80, seem to signal
an overall acceleration of the growth of SMCs, on the one hand, and a
deceleration for LCs_ on the other (Table 1). But, again, this generalization
does not apply when we look at cities in the context of the different regions
(Table 3). SMCs in the TAR and FR appear to have become resilient while

those in the CIR are slowing down. Particularly resilient SMCs are Bago,
Tacloban, Silay and Cauayan in the TAR, and Cagayan de Ore, General
Santos, Panabo, Midsayap and Pagadian in the FR (Annex Map). Could this
be the result of the Regional Awareness policy or of such spontaneous
market forces as diseconomies of scale at the NCR and other CIR?

Some manifestations of policy and economic activity do not seem to

indicate an appreciable reversal of the trends established during the Import
Substitution Period. Table 4 shows that the share of government infra-

structure expenditures for the CIR remained at about 56 percent of the total
from 1959-61 to 1971-73; in fact, for most projects, the shares increased.

Also, during the good part of the 70s, tax incentives, purportedly for
regional dispersal in addition to export promotion, were mostly granted to
firms and investments in tile NCR or more broadly the CIR. As can be seen

in Table 5, over the period 1968-77, 56 percent of new projects and 86
percent of firms benefiting from the incentives were concentrated in the

CIR; and as much as 73 _vercent of firms were located in the NCR.
There has generally been no visible response on the part of the business

. _._

sector to the government's avowed initiative for the development of the
lagging regions, as may be gleaned from Table 6. Business investments have
apparently continued to be cd=acentrated in the NCR and other parts of
CIR - up to as much as 85 pSrcent of total large investments by 1979,
from 73 percent in 1970. The TAR and FR captured average shares of only
12 and 11 percent, respectively, of these investments during the 70s.

The government has seemingly been more successful with regard to
small and medium scale industries. As Table 7 shows, the proportion of loans
going to these enterprises in thC_-peripheral regions appears to have risen from
one-fifth to almost one-third of the total in the TAR, and from 15 to 19

8Five such cities have stood out in recent years and currently, namely: Metro
Cebu, Iloflo, Baeolod, Davao and Zamboanga (Annex Table 3 and Annex Map).



Table 4. Allocation of Infrastructure Expenditures by Broad Region, FY 1959-61 to 1971-73
(in percent)

All Infrastructure Portworks Waterworks
Region

1959-61 1971-73 1959-61 1971-73 1959-61 1971-73

CR 56.6 56.1 70.4 64.5 54.3 92.2

18.4 20.6 26.1 4.1

i

TAR 24.0 24.9

FR 19.4 t9.0 11.2 14.9 19.6 3.7 I_

TOTAL* 40,104.0 224,869.8 11,141.9 22,813.6 12,255.3 24,733.7

r_

Flood Control Building, Schools

Irrigation and Drainage and Hospitals HighwaysRegion
L

1959-61 1971-73 1959-61 1971-73 1959-6I 1971-73 1971-73

CR 25.9 63.6 61.3 67. l 70.1 60.5 26.0

TAR 47.5 8.4 23.3 20.9 4.1 34.7 44.0

FR 23.5 28.0 15.4 12.0 25.8 4.8 30.0

TOTAL* 8,828.4 87,080.1 1,60t.7 8,086.6 7,055.9 17,409.0 66,800.0

*Total expenditures are expressed in thousands of pesos.

Source: Javier (1976), p. 298.
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Table 5. Distribution of Projectsand Firms GivenTax Incentives
by Broad Region

Projects, 1968-74 a Finns, 1970-77 b
Region

Number Percent Number Percent

NCR * * 379 73

CIR 167 56 66 13

TAR 51 17 45 9

FR 80 27 30 6

Philippines 298 100 520 100

• Included in CIR.

aUnder Investment Incentives Act, Sopt©mber 1967.

bUndcr Export Incentives Act, October 1970.

Source: Board of Investments.

Table 6 Distribution of Paid-inCapital of All BusinessOrganizations
by Broad Region (in percent)

Region 1970 1975 1979 1970-79*

NCR 43.9 43.9 72.5 57.1

Other CIR 29.1 29.1 12.5 20.0

TAR 15.0 15.0 10.0 12.0

FR 12.0 12.0 5.0 10.9

Philippines (100%) _38 M _ ,635 M _,250 M P15,357 M

*Cumulativetotal.

Sources: Central Bank Statistical l_ulletin. 1951-79;Bureauof Commerce,and Securities
and Exchange Commission.
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Table 7. Distribution of Government=SponsoredLoansto Small and
Medium Scale Industriesby Broad Region (in percent)

•Region 1978 1979

NCR 40.1 30.0

•CIR 23.9 21.4

TAR 20.9 29.2

FR 15.0 19.4

Philippines (100%) P132.9 M P181.2 M

Source: Development Bank of the Philippines.

percent in the FR during the 1978-79 period alone. The relative success of
regional policy in terms of the promotion of small and medium industries
(see, e.g., Pernia •1982) may well partially explain the resilience of small and
intermediate •cities (SMCs) in the TAR and FR during the 70s. Their growth

and development may have stemmed out-migration from, as well as attracted
in-migration to, these SMCs: As is already known, small and medium enter-
prises abound in the SMCs of the relatively unindustrialized regions.

_.'..

.. __ _Cpnclusion and Implications
' • - "'." - _.'S =

-._On the whole, small and intermediate size cities (SMCs) in the Philip-

-p___inesekperienceddepressed growth•rates during the 50s and 60s, following
- t_egeneral trend observed in developing countries. However, when SMCs

are analyzed in a spatial-temporal framework, it turns out that only those in
the backward regions performed poorly, as expected. SMCs in the central
industrial region favored by the industrial and trade policies of the Import
Substitution Period exhibited buoyancy similar to that of Metro Manila and
a few-other large cities (LCs) in the lagging regions. These LCs have been
well connected with Metro Manila but not with SMCs in their own region.

Thus, it seems that during the 50s and 60s, economic policies, along •with
natural economic and social forces, tended to further accentuate the seg-
mentation of the national urban system or the space economy in general.
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During the 70s, SMCs in the backward regions appeared to be resilient.
It is difficult, however, to attribute such resilience to the government's
avowed regional orientation shift because policy manifestations in terms,
for example, of the shares of infrastructure expenditures and tax incentives
going to the lagging regions remained low relative to the National Capital
Region or more broadly the Central Industrial Region. Likewise, large
business investments continued to be concentrated in the advanced regions.
Regional policy, nevertheless, appears to show some initial success in the
promotion of small and medium scale industries in the less developed
regions. This may well explain in part the apparent resurgence of SMCs
in these regions during the 70s.

In the Philippines, as in many developing countries, small enterprises
hold a dominant position in the manufacturing sector (Annex Table 6).
This is particularly true in small and intermediate cities outside the industrial
region. It seems that providing the environment conducive for the promo-
tion of small industries is a promising role that SMCs can play. This is be-
cause small enterprises can prosper without the advantages of agglomeration
and urbanization economies present in large cities.

There is scope for government intervention in, for instance, putting up
the relatively inexpensive infrastructure in SMCs so that they can offer a
climate favorable to small enterprises. In addition, intervention can be in

terms of technical extension services and concessionary loans, as had been
successfully initiated by the Ministry of Industry about seven years ago,
but in which there is still much latitude for expansion and improvement.

Recently, the government launched a huge program of local community
projects (Kilusang Kabuhayan at Kaunlaran - KKK). The KKK approach
is supposed to reach all towns and cities throughout the country in as short
a time as two to three years. While the economic rationale of such an ambi-
tious program is not yet clear, it seems logical to expect that SMCs are better
placed to receive them than are small towns and barrios, and that certain
SMCs are more prepared than others would be. It is important, in other
words, to have a more general policy on SMCs before specific local projects
are put in place.

To the extent that a policy on SMCs is correctly fashioned, they can
be expected to flourish and thus spontaneously serve as agents in rural
industrialization and regional development. The time may be ripe for a
conscious SMC policy since the lingering concentration effects of the import-
substitution strategy may be starting to weaken and diseconomies of scale
may be creeping up in Metro Manila and in other large cities. An SMC
policy may be seen as a complement to, or even a substitute for, the well-
worn alternative growth centers strategy.
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ANNEX MAP

MAP: Large Cities, Small and Intermediate Cities (SMCs) in CIR Brisk During the Import Substitution
Period, and SMCs in SR and FR Resilient During 1970-80.

0 METRO MANILA
i \

I ILOCOS /
II CAGAYAN / _

III CENTRAL LUZON //
IV SOUTHERN LUZON _ \_

V BICOL x
/ /I

VI WESTERN VISAYAS / /
/ /

VII CENTRAL VISAYAS / \\
VIII EASTERN VISAYAS /

• IX WESTERN MINDANAO / \_,,
\ i

X NORTHERN MINDANAO _ t
XI SOUTHERN MINDANAO _ !

/

// \

/
/

I
/

/

i / /_".._.
/ II "''N

I
/ \

' _ Z5 '
/ /" s/ \

i I // X\ I

// x /• iii I "_.,,.

//f, // i _,,\
i1 _" \

/ _'_J/ . )
I / !,/[-,," ,

...... X I
I i

I /

%% i, / i I

'"-¢- I '_

'_ / ",,
t' ,,,,.,." /I

" " XI /
/ [tlIIIIIQI_¢"_ ,,,,,.,,"¢ \

LEGEND: / "_L..--r ,," \ // --/ \ _m, Scmto_ ,,
,, INTERMEDIATE / SMALL / ,,.-"

/I S /I

• LARGE / ,''_" _ /

MAP OF THE PHILIPPINES DELINEATED BY REGIONS



ANNEX

Table 1. Population of Small, Intermediate and Large Cities: Philippines, 1903-80

Size Category*/Name 1903 1918 1939 1948 1960 1970 t975 1980 a

SMALL 683,206 811,074 1,358,046 1,652,352 2,367,440 2,912,901 3,233,577 3,607,819

Guagua (Pampanga) 15,151 15,962 22,331 34,738 40,126 58,270 65,336 72,609
Malalag (Davao del Sur) 40,153 34,764 44,034 44,669
Sultan sa Barongis (Maguindanao) 40,347 45,421 17,630 21,639
Camiling Cl'artac) 25,243 23,375 25,824 33,935 40,536 49,156 52,421 53,920
Bauan (Batangas) 39,094 27,729 37,043 40,168 41,147 36,862 38,200 43,543
Laoang (N. Samax) 8,636 11,508 19,736 29,748 41,158 37,382 42,498 46,883
Manaoag (Pangasinan) 16,793 22,279 29,030 34,304 41,164 48,091 48,450 36,749

Pagadian (Zamboanga del Sur) 46,262 51,913 41,810 57,615 66,062 80,519

Daraga (Albay) 18,695 29,484 41,973 58,335 63,265 73,224
Himamaylan (Negros Occidental) 14,932 15,559 28,407 33,984 41,985 53,663 65,521 70,076

Milang (N. Cot_ha.. J) 42,085 44,844 51,596 56,975
Sariaya (Quezon) .. 12,453 14,158 25,736 29,904 42,089 58,997 66 842 74,154
Panabo (Davao dei Norte) 42,509 42,920 53 O15 63,618
Tuguegarao (Cagayan) 16,105 19,298 27,643 29,083 43,074 56,956 62 513 73,529
Cauayan (Negros Occidental) 8,174 13,907 25,645 34,946 43,384 52,508 64 244 71,301
Ozamis (Misamis Occidental) 1 !,709 23,237 36,313 35,262 44,091 64,643 71 559 78,036 r-

Lubao (Pampanga) 19,063 21,614 29,154 36,574 44,129 61,609 69 903 77,502
Urdaneta (Pangasinan) 20,544 24,536 29,120 35,811 44,744 58,690 65 390 71,889 rn
Tanauan (Batangas) 18,263 22,473 26,186 30,203 44,979 61,910 66.703 74,005
Concepcion (Tariac) 12,962 17,487 32,702 30,785 45,084 62,227 72.554 80,650

Lingayen (Pangas_an) 21,529 22,750 20,655 36,806 45,321 56,096 59,034 65,025
Oiongapo (Zambal_es) 45,330 107,785 147, 109 156,312

",4



Table 1 (Cont'd) oo

Size Category*/Name 1903 1918 1939 1948 1960 1970 1975 1980a

Bansalan (Davao dei Sur) 45,360 33,374 35,558 40,671
Midsayap (N. Cotabato) 23,033 42,473 46,t69 47,093 52,142 67,079
Talisay (Negros Occidental) 14,548 t4,165 40,547 43,610 46,308 45,084 48,518 52,229
Tabaco (Albay) 21,946 24,812 29,957 33,209 46,416 60,572 65,254 71,928
Bulan (Sorsogon) 13,431 19,268 29,4t4 37,231 46,520 54,I80 56,013 60,843
Manapla (Negros Occidental) 10.123 t 0,033 19,490 35,218 46,809 3 t ,097 38,357 37,494• 1_
Hagonoy (Bulacan) 21 304 22,490 29 734 37,532 46,861 59,889 65,592 73,532
Jartiuay (11oilo) 20 738 24,641 38 778 44,348 46,946 34,409 39,172 39,973
Bayambang (Pangasinan) 11 098 15,260 25 578 35,171 47,490 56,415 62,808 64,044
Guinobatan (Albay) 20 027 25,113 26 419 32 280 48,I57 47,190 49,724 52,747 o.n
Malolos (Bulacan) t2 575 26,109 33 384 38 779 48,968 73,996 83,491 95,641
LucenaCity (Quezon) 9 375 12,108 21 675 33 092 49,264 77,006 92,330 107,872 ._
Roxas City (Capiz) 21 472 23,022 29 02t 32 353 39,326 67,648 71,305 81,183
Laoag City (I10cos Norte) 34 454 38,469 41 842 44 406 50,198 61,727 66,259 69,648
Baguio City (Benguet) 489 5,464 24,117 29 262 50,436 84,538 97,449 118,61 I

Malasigui (Pangasinan) 14,550 22 747 33,660 40 786 50,736 61,423 67,489 71,801
Baybay (Leyte) 22.990 30 917 42,526 50 725 51,779 63,782 67,031 74,771
Libmanan (Camarines Sur) 17,416 11 729 23,000 43 482 52,512 62,862 66,60t 68 413
Gingoog (Misamis Oriental) 2,876 5 391 16,746 30 699 52,677 65,522 66,577 81 098
Ligao (Albay) 17,687 21 467 27,927 37 331 53,376 56,765 61,548 62 860
Tacloban (Leyte) 11,948 15 787 31,233 45,421 53,551 74,391 80,707 102 609
Cavite City (Cavite) 16,337 22 169 38,054 35,052 54,891 75,739 82,456 87 813
Naga City (Camarines Sur) 17,943 9 396 22,505 56,238 55,506 79,846 83,337 90 712
La Carlota City (Negros Oce.) 13,097 20 410 26,084 45,789 56,772 38,321 40,984 42 651
San Femando (Pampanga) 13,556 20 622 35,662 39,549 56,86I 84,862 98,382 110 892



Table 1 (Cont'd)

Size Category*/Name I903 1918 1939 1948 1960 1970 1975 1980a

Calamba(Laguna) 8,058 18,062 32,363 36,586 57,715 82,714 97,432 121,066
Bago City (Negros Occidental 23,630 26,262 53,874 56,693 58,834 71,653 89,213 103,116
Escalante (Negros Occidental) 12,192 29_87 60,152 56,846 59,768 52,060 53,969 69,695

INTERMEDIATE 351,726 5421460 887,942 1,138,467 1,613,051 1,997,574 2,232,201 1,573,930

Sflay City (Negros Occ.) 25,214 23,328 39,483 35,570 60,324 69,200 104,887 104,018
Legaspi City (Albay) 23,255 52,756 41,468 47,171 60,593 84,090 88,378 100,488
Ormoc City (Leyte) 16,126 38,174 77,349 72,733 62,764 84,563 89,466 104,912
Dagupan City (Pangasinan) 20,357 22,441 32,602 43,838 63,191 83,582 90,092 98,362 e_
Toledo City (Cebu) 12,929 25,244 34,413 39,225 63,881 67,727 76,521 91,618
Lipa City (Batangas) 37,934 46,677 45,175 46,928 64,239 93,971 106,094 121,162

Occ.) 6,385 38,695 53,805 65,888 53,151 58,867 59,052Calatrava(Negros
Nabua (Camarines Sur) 18,893 19,314 29,433 42,946 66,657 44,417 48,635 53,292

Cagayan de Oro (Misamis Oriental) 10,937 28,062 53,194 54,293 68,274 128,319 165,220 228,409
Cabanatuan City (Nueva Ecija) 7,109 15,286 46,626 54,628 69,580 - 99,890 - 115,258 138,297
San Pablo City (Laguna) 22,612 31,399 46,311 50,435 70,680 105,517 116,607 131,686
Sagay (Negros Occidental) 8,311 17,752 53,767 67,152 71,335 79,702. 95,401 98,409
Buluan (Maguindanao) 5,263 15,317 61,934 73,201 49,158 41,357 40,698
San Carlos City (Pangasinan) 27,166 35,780 47,334 61,671 73,900 84,333 90,882 101,254
IrigaCity (Camarines Sur) 19,297 24,145 31,005 42,049 75,439 77,382 75,884 66,117
Angeles City (Pampanga) 10,646 17,948 26,027 37,558 75,900 134,544 151,164 185,995
Butuan City (Agusan del Norte) 8,207 10,875 18,295 31,628 79,770 131,094 132,682 172,404
Batansas City (Batangas) 33,131 41,089 46,164 59,582 82,627 108,868 125,363 143,554

_D
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Table 1 (Cont'd)

Size Category*/Name 1903 1918 1939 1948 1960 1970 1975 1980a

Gen. Santos City (S. Cotabato) 33 9,787 14,1 t5 32,019 84,988 85,861 91,154 146,550
Cadiz City (Negros Occidental) 16,429 22,183 41,905 48,960 88,542 124,108 127,653 128,839 Cz
Guihulngan (Negros Oriental) t4,415 31,069 53,582 89,745 92,993 72,969 80,041 84,147
Tarlac(Tarlac) 12,340 23,888 55,682 64,597 98,285 135,128 160,595 174,667

LARGE 974,686 869,876 1,753,079 2,513,627 3,821,499 5,828,762 7,187,789 8,450,298

Bacolod City (Negros Oc¢.) 15,983 19,424 57,474 101,432 119,315 187,300 223,392 266,604 r.q

San Carlos City (Negros Oct.) 9,749 42,453 69,990 92,250 121,756 90,058 90,982 93,268 Z
Zamboanga City (Zamboanga c_

del Sur) 20,692 42,007 74,823 103,317 131,489 199,901 265,023 344,275 c)
Itoilo City (Iloilo) 52,472 77,925 116,277 110,122 151,266 209,738 227,027 244,211
BasilanCity (Zamboangadel

Sur) 4,480 23,089 56,632 110,297 155,712 143,289 171,027 199,029

Davao City _Davaodel Sur) 8,560 21,538 95,546 111,263 225,712 392,473 484,679 611,311
MetroCebu u 133,811 182,274 288,448 315,818 450,760 639,308 755,654 767,037 r_"
Metro Manilac 328,939 461,166 993,889 1,569,128 2,462,489 3,966,695 4,970,006 5,924,563

TOTAL 1,609,618 2,223_408 3,999,067 5,304,419 7,801,990 10,739_237 12,653,567 14,632,047

*Size categode_ ago reckoned as of 1960: small - 40,000-$9,999; _te - 60,000 - 99,999; iluge - 100,000 4-.

_P_elirnmm'y dat_

bMetro Ceb, is defined to include Cebu City. Lapu-Lapu. Ma_laue. Mi_ & Talllay.

CMetro Manila comprises Manila. Quezon City. pesay City. Caloocan City. Lm Plfaut. Makatt. Mtlabon. Mandaluyons. Mar_ina. Mueeaxinp_ Navotm.
Parafiaque. Pssig. Patem_ Sa_ Juan. Tqui8 & Yelenzuela.

Somce: Eenuus on Population (various yems).



ANNEX

Table 2. Annual PercentGrowth Ratesof Population In Sinai, Intermediate,
And Large Cities, 1903 - 80

Size Category/Name 1903-18 1918-39 1939-48 1948-60 1960-70 1970-75 1975-80

SMALL 1.27 2.22 2.26 2.00 2.05 2.I2 2.21

Guagua (Pampanga) 0.33 1.69 4.64 1.28 3.72 2.32 2.13
Malalag (Daval del Sur) -1.40 4.86 0.29
Sultan sa Barongis (Maguindanao) I, 17 - 17.29 4.18
Camiling (Tarlac) -0.48 0.50 2.84 1.58 1,91 1.30 0.57 e_
Bauan (Batangas) -2,15 1.46 0.83 0.21 -1,07 0.72 2.65
Laoang (N. Samar) 1.83 2.73 4.30 2.90 -0.94 2.61 1.98 _
Manaoag (Pangasinan) 1.90 1.33 1.73 1.62 1.53 0.16 -5.38

Pagadian (Zamboanga del Sur) 1.19 -1.88 3.19 2.78 4.04 _
Daraga (Albay) 3.27 1.64 2.97
Himamaytan (Negros Occidental) 0.26 3.06 1.86 1.88 2.43 4.09 1.35
Milang (N. Cotabato) 0.62 2.85 2.00

Sariaya (Quezon) 0,81 3.03 1.55 3.05 3.36 2.54 2.10
Panabo (David del Norte) 0.09 4.33 3.71 ._

Tuguegarao (Cagayan) 1.15 1.81 0,52 3.15 2.77 1.89 3.30
Cauayan (Negros Occidental) 3.41 3.11 3.23 1.92 1.89 4.13 2.11

Ozamis (Misamis Occidental) 4.42 2.26 -0.30 1.98 3.82 2.06 1.75Lubao (Pampanga) 0.80 1.51 2.35 1.66 3.32 2.57 2.09
Urdaneta (Pangasinan) 1.13 0.86 2.14 1.98 2.69 2.19 1.91

h.m
m=t



Table 2 (Cont'd)
_Aq

1918-39 1939-48 1948-60 1960-70 1970-75 1975-80Size Category/Name 1903-18

Tanauan (Batangas) 1.32 0.77 1.48 3.56 3.18 1.51 2.10
Conception (Tarlac) 1.91 3.18 • -0.62 3.41 3.20 3.13 2.14
Lingayen (eangasinan) 0.35 1.50 1.89 1.85 2.11 1.03 1.95
Olongapo (Zambales) 8.85 6.44 1.22
Bansalan (Davao del Sur) -2.96 1.28 2.72
Midsayap (N. Cotabato) 6.48 0.74 0.19 • 2.06 5.17
Talisay (Negros Occidental). -0.17 5.40 0.75 0.53 -0.26 1.48 1.49 _
Tabaco (AIbay) , 0.78 0.95 1.06 2.99 2.64 1.50 ,i .97
Bulan (Sorsogon) 2.31 2.14 2.45 1.98 1.50 0.67 1.67
Manapla (Negros Occidental) -0.06 3.38 6.26 2.53 -3.92 4.30 -0.45
Hagonoy (Bulacan) 0.34 1.41 2.42 1.97 2.43 1.84 2.31
Janiuay (Iloilo) 1.10 2.29 1.39 0.50 -2.99 2.63 0.41
Bayambang (Pangasinan) 2.03 2.62 3.32 2.68 1.70 2.18 0.39
Guinobatan (Albay) 1.44 0.25 2.08 3.58 -0.20 1.06 1.19
Malolos (Bu_acan) 4.72 1.24 1.55 2.07 4.12 2.45 2.76
Lucena City (Quezon) 1.63 2.95 4.44 3.56 4.47 3.71 3.16
Roxas City (Capiz) 0.44 1.17 1.12 3.78 3.14 1.06 2.63
LaoagCity (Ilocos Notre) 0.70 0.42 0.61 1.08 2.04 1.43 1.0D
Baguio City (Benguet) 16.47 7.71 2.00 4.90 5.18 2.89 4,01
Malasigui (Pangasinan) 2.86 1.98 1.99 1.94 1.89 1.91 1.25



Tabte 2 (Cont'd)

Size Category/Name 1903-18 1918-39 1939-48 1948-60 1960-70 1970-75 1975-80

Baybay (Leyte) 1.89 1.61 1.83 0.18 2.06 1.00 2.21
Libmanan (Camarines Sur) -2.47 3.42 6.75 1.67 1.78 1.17 0.54
Gingoog (MJsamisOriental) 4.05 5.83 6.41 4.86 2.16 0.32 4.03
Ligao (Albay) 1.23 1.32 3.02 3.19 0.60 1.64 0.42
Tacloban (Leyte) 1.78 3.47 3.92 1.46 3.26 1.66 4.92
Cavite City (Cavite) 1.95 2.74 -0.84 4.02 3.20 1.72 1.27
Naga City (CamarinesSur) -4.00 4.46 9.85 -0.16 3.62 0.86 1.71
LaCarlotaCity (Negros Oct.) 2.84 1.23 5.94 1.91 -3.62 1.36 0.80 ta
San Fernando (Pampanga) 2.69 2.78 1.07 3.24 4.00 3.01 2.42
Calamba(Laguna) 5.23 2.96 1.27 4.09 3.58 3.34 4.44 ___
Bago City (NegroaOccidental) 0.67 3.66 0.53 0.33 1.95 4.49 2.94

Ese,alante (Negtos Occidental) 5.69 3.66 -0.98 0.44 -1.34 0.73 5.25 _"

INTERMEDIATE 2.83 2.50 2.98 3.11 2.11 2.25 2.89 z
r_

Silay City (Negros Occidental) -0.49 2.67 - 1.06 4.75 1.35 8.70 -0.17
LegaspiCity (Albay) 5.31 - 1.20 1.33 2.23 3.26 1.00 2.60
OrmocCity (Leyte) 5.59 3.59 -0.63 -1.29 2.96 1.14 3.24
DagupanCity (Pangasinan) 0.62 1.89 3.08 3.27 2.77 1.52 1.77

b_
",4
t_
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Table 2 (Cont'd)

1903-18 1918-39 1939-48 1948-60 1960-70 1970-75 1975-80Category/Name
9_

Toledo City (Cebu) 4.32 1.56 1.35 4.38 0.57 2.48 3.67 =
Lipa City (Batangas) 1.32 -0.16 0.39 2.80 3.79 2.46 2.69
Calatrava (Negros Occidental) 3.44 1.80 -2.08 2.07 0.06
Nabua (Camarines Sur) 0.14 2.13 3.95 3.94 -3.89 1.84 1.85
Cagayande Oro (Misamis Oct.) 6.13 3.25 0.2I 2.04 6.37 5.20 6.69
Cabanatuan City (Nueva Ecija) 4.95 5.73 1.64 2.15 3.60 2.91 3.71 =z
San Pablo City (Laguna) 2.10 1.96 0.88 3.01 4.00 2.02 2.46
Sagay (Negros Occidental) 4.91 5.70 2.31 0.53 1.09 3.67 0.62
Buluan (Maguindanao) 5.49 15.41 1.48 -3.82 1.21 -0.32
San Carlos City (Pangasinan) 1.76 1.41 2.75 1.60 1.30 1.51 2.19
IrigaCity (Camafines Sur) 1.43 1.26 3.18 5.27 0.25 -0.39 -2.72
Angeles City (Pampanga) 3.35 1.88 3.88 6.38 5.76 2.36 4.23
Butuan City (Agusan del Norte) 1.79 5.48 2.44 8.47 4.98 0.24 5.38
Batangas City (Batangas) 1.37 0.58 2.65 2.92 2.74 2.87 2.75
Gen. Santos City (South

Cotabato) 43.27 1.85 8.77 8.96 0.10 1.21 9.96
Cadiz City (Negros Occ.) 1.92 3.23 1.61 5.35 3.36 0.57 0.19
Guihulngan (Negros Oriental) 4.97 2.76 5.43 0.31 -2.35 1.87 1.01
Tarlac (Tarlac) 4.26 4.32 1.54 3.76 3.16 3.52 1.69



Table 2 (Cont'd)

Size Category/Name 1903-18 1918-39 1939-48 1948-60 1960-70 1970-75 1975-80

LARGE 2.65 3.57 3.77 3.75 4.22 4.29 3,29

Baeolod City (Negros Oct.) 1.24 1.44 5.57 6.00 4.51 3.60 3.60
San Carlos City (Negros Oct.) 9.74 2.69 2.53 2.87 -3.14 0.21 0.90
Zamboanga City (Zamboanga

del Sur) 4.97 2.14 2.93 3.37 4.18 5.82 5.37

Iloilo City (Iloilo) 2.53 2.83 2.02 -0.56 3.25 1.60 1.47
Basilan City (Zamboanga

del Sur) 10.91 3.08 4.59 7.08 -0.77 3.61 3.08

Davao City (Davao del Sttr) 6.00 6.42 7.73 1.57 5.56 4.32 4.75
MetroCebu 1.97 3.18 2.32 0.93 3.48 3.41 0.30 _
Metro Manila 2.16 4.04 3.91 4.80 4.78 4.63 3.58

TOTAL 2.15 2.80 3.02 3.10 3.18 3.34 2.95 _"

Source: AnnexTable I.

b_
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ANNEX

Table 3. Annual Pemeflt Growth Rates of Pol_lation in Small

Intermediate and Large Cities by Broad Region:

Philippines, 1903_0

Reston/_ze/Name 1903-18 1918-39 1939-48 1948-60 1960-70 1970-75 1975-80

NCR (Meuo Manila) 2,16 3,91 4.80 4.04 4.78 4.63 3,58

OTHER CIR 1.52 2.01 1.67 2_96 3.74 2.85 2.55

SMALL 1.07 1.96 1.64 3.61 3.67 2.94 2.27

Guagua (Parapanga) 0.33 1.69 4.64 1.28 3.72 2.32 2.13
Camllln8 (Tadac) -0.48 0.50 2.84 1,58 1,91 1.30 0.57
Bauan (Batangas) -2.15 1.46 0.83 0.21 -1.07 0.72 2.65
Smiaya (Quezon) 0.81 3.03 1.55 3.05 3.36 2.54 2.10
Lubao (Pampanga) 0.80 1.51 2.35 1.66 3.32 2-57 2,09
Tanauan (Batanges 1.32 0.77 1A8 3.56 3-18 1.51 2.10
Concepcion frarlac) 1.91 3.18 -0,62 3.41 3,20 3.13 2.14
Hagonoy (Bulacan) 0.34 1.41 2.42 1_97 2.43 1.84 2.31
Malolos (Bulacan) 4_72 1.24 1.55 2.07 4.12 2A5 2.76
Luoena City (Quezon) 1.53 2.95 "4,44 3.56 4.47 3.71 3.16
Cavite City (Ca'cite) 1,95 2.74 -0.84 4.02 3.20 1.72 1.27

San Femando (Pampange) 2.69 2.78 1.07 3.24 4.00 3.01 2,42
Calamba (Laguna) 5.23 2,96 1,27 4,09 3.58 3.34 4.44
Olongapo (Zambales) 8.85 6.44 1.22

INTERMEDIATE 2.26 2.08 1.71 3.45 3.84 2.72 2.93

Lipa City (]8atanges) 1.32 -=0,16 0.39 2.80 3.79 2.46 2.69
Cabanatuan City (Nueva Ecija) 4.95 5.73 1.64 2.15 3.60 2.91 3.71
San Pablo City (Laguna) 2.10 1.96 0.88 3.01 4.00 2.02 2.46
Angeles City (Punpaaga) 3.35 1.88 3_88 6.38 5.76 2.36 4,23
Batange= City (lhtangas) 1.37 0.58 2.65 2.92 2.74 2.87 2.75
Tarla¢ (Tarla¢) 4.26 4.32 1154 3.76 3.16 3.52 1.69

TRADITIONAL AGRICULTURAL 1.98 2.46 2.17 2.24 1.70 2.27 1.45

SMALL 1.24 2.32 2.53 1.78 1.42 1.91 1,87

Manaoa 8 (t'aage._an) 1.80 1.33 1,73 1.62 1,53 0.15 -5.38
Laotng (N. Samar) 1,83 2.73 4.30 2.90 -0.94 2_1 1.98
Himameylan (Negxos Oct,) 0.26 3.06 1.86 1.88 2,43 4.09 1.35
Cauayan (Negros Occidental) 3.41 3.11 3.23 1.92 1.89 4.13 2.11
Urdaneta (Pangasimm) 1.13 0.86 2.14 1.98 2.69 2.19 1.91

Lingeyen (Pangesinan) 0.35 1.50 1.89 1.85 2.11 1.03 1.95
Talisay (Negros Occidental) -0.17 5.40 0.75 0.53 -0.26 1.48 1.49
Maaapla (Negros Occidental) _0,06 3.38 6,26 2.53 -3.92 4.30 --0.45
Janluay (lloilo) 1,10 2.29 1.39 030 -2.99 283 0.41
Bayamban8 (Pangesinan) 2.03 2.62 3.32 2.68 1.70 2.18 0.39
Roxas City (Capiz) 0.44 1.17 1.12 3.78 3.14 1 _6 2.63
Laoag City (Ilo¢os Notre) 0.70 0.42 0.61 1.08 2.04 1.43 1DO
n-guio City (Benguet) 16.47 7.71 2.00 4.90 5.18 2J19 4_1
Mal_gui (i_mgealnan) 2,86 1,98 1,99 1.94 L89 1,91 1,25
Baybay (Leyte) 1.89 1.61 1.83 0.18 2.06 1.00 2.21
Tadoban (I.¢yte) 1.78 3.47 3.92 1.46 3.26 1 _6 4,92
La Otdota City (Negrm Ocdd_tal 2_q4 1.23 5.94 1.91 -3.62 136 0DO
Ba_ City (Negro= (kcidental) 0_7 3,66 0.53 0.33 1.95 4.49 2,94
Eacalante (Nesrm Oct.) 5.69 3.66 --0.58 0.44 -1.34 0.'/8 5.2_
Dataga (Albay) 3.27 1-64 2,97
Tabaon (Albay) 0.78 0.95 1_6 2,99 2.64 1.50 187
Bulan (Sorsogon) 2,31 2.14 2.45 1.98 1.50 0_? 1.67
Guinobatan (A_bay) 1.44 0.25 2_)8 3.58 -0.20 1.06 1.19
IAbrnanan (Camarines Sur) -2.47 3.42 6.70 1J_/ 1.78 0.17 0.54
I.isao (Albay) 1.23 1.32 3.02 3.19 0_0 1_4 0.42
Naga City (Camartnes Sur) -4.00 4.46 9.85 --0.16 3.62 0.86 1.71
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T_ 3 (Cont'_)

Bzsio_ize/lqa_ 1903-18 1918-39 193948 1948-60 196070 1970-75 1975.80

INTERMEDIATE 2.78 2.20 2.21 2.41 0.89 2.11 1.21

Silty City(lq_ Oct.) -0.49 2,67 --i.06 4.75 1.35 8.70 -0,17
OnnocCity(Leyto) $.59 3.59 -0_3 -129 2.96 1.14 3.24
DsgtspsnCity (Pm_) 0.62 1.89 3.08 3.27 2.77 1.52 1.77
ToledoCity(Cebu) 4.32 1-56 1.35 4.38 0.57 2.48 3.67
Cshtnm (NcBrmOct.) 3.44 1_0 -2_08 2if/ 0_6
_y (lqestmOct.) 4.91 5.7o 2.31 0-53 1.09 3,67 0.62
_a CsdceCity _) 1.76 !.41 2.75 1.60 1.30 1-51 7,19
CadizCity(Nel_e Occ.) 1.92 3.23 1.61 5.35 3.36 0..57 0,19
GuJ/_dnlgm(Nepm Oriental) 4.97 2.76 5.43 031 -2.3,5 IJJ7 1,01

City(Albsy) 5.59 3.q9 -0"63 i.29 2.96 1,14 3.24
(_ Sur) 0.14 2.13 3.95 3.94 -3.$9 !_4 1,95

lr_ City(Camm'lnesSin) 1.43 !.26 3.18 $.27 0.25 -0.39 -2.72

LARGE 2"68 2-54 1-57 2.78 2JJ4 2.87 1.12

BacolodCity(Neg:osOct.) 1.24 5.57 6.00 1.44 4.51 3_n $4m
SanCsrlmCity (N_'o_Occ.) 9.74 2.53 2.87 2,69 -3.14 0.21 0-50
0c_1oCity(I1o0o) 2.53 2.02 -0..56 2,83 3.25 1,60 1.47
IMk_mCebu 1.97 2.32 0.93 3.18 3.48 3.41 0.30

FRONTID, REGION 5,06 394 3,90 3"68 2..53 0.90 4.66

SMALL 2.86 2.64 2.42 1.64 1.16 1.10 3.14

v.,.,,_+(N.Comlmto) 0.62 2,,s5 2.80
humbo_vso del No_) 0,09 433 3.71
"l'upe_ (Cqisy_ 1.15 1.81 0-52 3.15 2.77 1,69 3,30
Ozmnis(MimuisOccid_'.d) 4.42 2.26 -0.30 1,98 3.82 _ 1.75
_ (Dsvaodel Sin) -2.96 1.28 ZJ2
ldidsty_(N. Cs_bato) 6.48 0.74 0.19 _ $J7

([dJumd80x_ataJ) 4,05 $_3 6.41 4.86 2.16 0.32 4A8
Sultanst Btzeagis_) 1.17 -17.29 4.18
Md,_ (nmo del e_O -1.,m 4_ o._
Pspdi_ (Z_ dBISin) 1.19 -!.98 -1.88 3.19 2.78

INTERMEDIATE 6.07 3.18 6.11 4.79 2..51 1.77 6.44

Cagaysmde Oro OdJmmbOriental) 6.13 3.25 0.21 2.04 6.37 .5.20 6.69
Butuan(Mssulndenso) 5.49 15.41 1.48 3.82 1.21 0.32
Butuan City (Agusm de/Nofte) 1.79 5.48 2.44 8.47 4.98 0.34 5.38
Gen. Smtos City (South Coudsato) 43.27 1.85 8.77 8.96 0.10 1.21 9.96

LARGE 6.14 4.93 0.75 4.10 3.59 4"60 4,63

Zam_ City (Zamboemgadel Sin) 4.$7 2.93 3.37 2.14 4.18 5.82 .5.37
BmUmlCity (Zamboae_ delS_) 10.91 4.59 7.08 3.08 0.77 3.64 3.08
l)_eO _ 6.00 7.73 1.57 6.42 $.56 4.32 4.7,5

TOTAL 2.15 2.80 3.02 3.10 3.18 3.34 2.95
............................

Soume: Cemmso_ Pop_ti_ (rL,io_ years).
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ANNEX

Table 4. Distribution of Total, Urban and Rural Population by Broad
Region, 1903 - 75 (in percent)

Re,on 1903 1939 1948 1960 1970 1975

CIR

Total 27.! 27.3 28.6 29.8 32.8 34.2
Urban 45.7 38.8 40.9 46.3 51.8 52.6
Rural 24.2 24.4 24.6 23.2 22.1 21.9

TAR

Total 59.6 54.2 52.1 45.9 40.9 39.5
Urban 52.4 46.2 42.1 37.4 31.8 31.3
Rural 60.8 56.2 55.3 49.3 46.0 44.9

F__RR

Total 13.3 18.5 19_3 24.3 26.3 26.3
Urban 1.9 15.0 17.0 16.3• 16.4 16.1
Rural 15.0 19,4 20.1 27.5 31.9 33.2

Philippines (100.0%) (in thousands)

Total 7,635 16,300 19,234 27,088 36,684 42,071
Urban 1,026 3,272 4,615 • 7,731 13,211 16,878
Rural 6,609 12,728 1•4,619 • 19,356 23,473 25,192

Note: CIR - CentralIndustrialRegions,TAR -Traditional AgriculturalRegion;
FR- FrontierRegions.

Source: NCSO,Censuson Population(variousyears).
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ANNEX

Table 5. Growth Ratesof Total, Urban and Rural Population by Broad Region,
1903 - 75 (in percent)

Region 1903-39 1948-60 1960-70 1970-75

CI__R

Total 2.11 3.44 3.99 3.65
Urban 2.82 5.80 6.54 5.36
Rural 1.87 1.94 1.45 1.21

TAR

Total 1.81 1.91 1.85 2.06
Urban 2.93 3.55 3.71 4.74
Rural 1.63 1.47 1.22 0.94

FR

Total 3.04 5.15 3.81 2.80
Urban 9.41 4.24 5.50 4.59
Rural 2.57 5.38 3.38 2.25

Philippines

Total 2.09 3.06 3.01 2.78
Urban 3.29 4.64 5.38 5.04
Rural 1.85 2.50 1.91 1.43

Note: CIR - Central Industrial Region, TAR - Traditional Agricultural Region,
FR - Frontier Regions.

Source: NCSO, Census on Population (various years).
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ANNEX

Table6. Number of Establishments,Employment and Value-Added inSmall,
Medium and LargeIndustries,Philippines1967 and 1975

Establishment % Growth
Size* 1967 (% Share) 1975 (% Share) Rate

A. Number of Establishments

Cottage 34,995 (77.8) 59,251 (76.6) 69.3
Small 9,343 (20.8) 98.6 17,153 (22.2) 98.8 83.6 72.3
Medium 278 (0.6) 401 (0.5) 44.2
Large 384 (0.8) 486 (0.6) 26.6

TOTAL 45,000 (100.0) 77,291 (100.0) 71.8

B. Employment

Cottage 85,083 (16.4) 121,832 (16.9) 43.2
Small 127,529 (24.6) 41.0 211,186 (29_4) 46.3 65.6 56.6

Medium 38,407 (7.4) 56,371 (7.8) 46.8
Large 267,685 (51.6) 329,625 (45.9) 23.1

TOTAL 518,704 (100.0) 719,014 (100.0) 38.6

C. Census Value-Added (PO00 at 1965 prices)

Cottage 111,870 (1.8) 113,983 (1.8) 1.9
Small 1,571,344 (25.6) 27.4 836,759 (13.2) 15.0 -87.5 =77.0
Medium 482,138 (7.8) 1,154,861 (18.3) 139.5
Large 3,978,858 (64.8) 4,219,054 (66.7) 6.0

TOTAL 6,144,210 (100.0) 6,324,657 (100.0) 2.9

*Cottage refers to establishments with 1-4 workers, small 5-99 workers, medium 100-199, and large
200 + workers. References to small enterprises in the text concern cottage and small establishments
combined.

Sources: NC80, Census of Establishments.



SOME ASPECTS OF URBANIZATION
AND AGRICULTURAL PRODUCTIVITY

Cardozo Luna, Ernesto M. Pernia
and Victorina P. Hermoso

Agriculture remains a major sector of the Philippine economy although
its shares in total output and labor force continue to decline. About 70
percent of the population are dependent on it for their livelihood and
roughly 30 percent of GNP originate in agriculture - about the same as

manufacturing. Export crop production and the relative neglect of the
agricultural sector during the Import Substitution Period resulted in a
sluggish traditional agriculture throughout most of the fh-st six decades

of the century (Paauw and Fei 1971). Agricultural production grew prin-
cipally through the expansion of the traditional inputs, land and labor

(Barker et al. 1971). But the closing of the land frontier in the 60s brought
about a major shift in resource use - from dependence on the traditional
inputs to modern inputs (irrigation, fertilizer, new seeds, etc.) which became
the major source of growth in agricultural output and productivity (Crisos-
tomo 1972).

From a broader perspective, urbanization also contributes to agricultural
productivity. Clawson (1973) discusses the urban impact on agriculture
especially in LDCs, as follows: first, the growth of cities provides a market
for the agricultural products of the farming areas, inevitably resulting in the
commercialization of agriculture; second, urban areas provide employment
opportunities to excess agricultural labor; third, because of the close asso-

ciation between urbanization and industrialization, a high level of urbaniza-
tion allows industries to supply agriculture with its needed inputs of ferti-
lizer, machinery, chemicals, etc.; and fourth, the modernizing agricultural
sector also requires many services in the form of marketing, transportation,
storage, financing, etc. which the city can supply. Berry (1973) even deli-
neates the gradient effects of the different categories of urban centers on
the rural hinterland.

281
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A study by Perloff et aL (1960) on U.S. regional economic growth
reveals that the impact of urbanization on agriculture was most noticeable
in the South, the region where incomes are lowest and rural farm incomes
are farthest below the national average; in the other Northern and Western
states, there was no apparent relationship between agricultural output per
worker and urbanization by state. This is attributed to urbanization's in-

fluence on the value of capital, per worker as well as on the opportunities
for off-farm employment, indicating that labor income from non-farm
employment tends to vary significantly with urbanization. Meanwhile,
Gibb (1972) cites Cabanatuan as evidence of agriculturally-based cities,
i.e., its growth is stimulated by agricultural modernization that has oc-
curred in the rural hinterlands of the province and which the city serves

with specialized industries.
Since interregional differences in agricultural productivity would tend

to aggravate disparities among regions, an analysis of agricultural productivi-
ty differentials is important in the study of spatial development. Further-
more, to complement the other papers in this volume which point to the
importance of the pace and structure of agricultural development in relation
to the urbanization process, it is worthwhile to determine the influence of
urbanization on agriculture in the space economy.

This paper examines the role of urbanization in agricultural productivi-
ty by analyzing cross-section data on the provinces of the country. More
specifically, it aims to find out: (a) to what extent regional differentials in
agricultural productivity are significant, (b) whether and to what degree
agricultural productivity is affected by urbanization and the development
of urban centers, and (c) whether the agricultural productivity effect of
urbanization changes with the level of development.

•Analytic Framework

Myrdal's (1957) cumulative causation model implies that, at low levels
of economic development, the relationship between backward and core
regions tends to be detrimental to the former - the backwash effect. Like-
wise, the Lewis-Ranis-Fei development model proposes that excess farm
labor and resource constraints in agriculture stimulate the process of rural-

to-urban labor transfer. Meanwhile, location theory (Bos 1965) suggests
that the existing distribution of population and economic activity are
important factors in determining differentials in agricultural productivity.

Specifically, Perloff et al. (1960) stress the importance of such resource
inputs as land, labor, irrigation systems and farm machines, as well as
markets which are largely population centers in the cost and demand con-
siderations for the location of agricultural activity.
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DependentVariable

Agricultural productivity

Agricultural growth, until the late 50s, was the result mainly of an
increase in the area of land under cultivation. More than 80 percent of

agricultural output growth was accounted for by the expansion of cultivated
land, with less than 20 percent attributable to increase in yield per hectare.
Thereafter, the intensification of land use achieved by double or multiple

cropping and the use of such modem inputs as irrigation, fertilizer and new
seeds constitute the major sources of agricultural output growth (ILO 1974).

In 1960, agricultural output was distributed as follows: traditional

agricultural region, 44 percent; the frontier region, 31 percent; and central
industrial region, 25 percent. Likewise, TA R, FR and CIR accounted for
50 percent, 30 percent and 20 percent, respectively, of agricultural employ-
ment. In 1971, TAR continued to capture the largest shares of agricultural

output and employment although at lower levels; CIR also experienced a
falling relative share of agricultural activity while FR exhibited the opposite.

Explanatory Variables

Input Considerations

1. Farm size. Size of land per worker is expected to influence agri-

cultural productivity positively Since, between the two traditional inputs,
land is regarded as the more important in a labor surplus agricultural eco-
nomy.

2. Farm fragmentation. This is expected to affect agricultural pro-

ductivity adversely because of such disadvantages as diseconomies due to a
reduced scale of production and limited crop diversification.

3. Irrigation. Considered as a crucial infrastructure in rice production,
investment in irrigation accelerated when the land-labor ratio declined
towards the late 50s. Irrigation increases agricultural productivity in two

ways. First, an adequate supply of water in the dry season is a precondition
for double-cropping especially for rice culture. Second, it is necessary for
the effectiveness of fertilizer and seeds of high-yielding variety.

4. Farm Mechanization. This increases agricultural productivity
by allowing the farmer to prepare his land more thoroughly and efficiently,
thereby reducing the time interval between crops. This consideration is all
the more important in areas where water is not available throughout the
year or where multi-cropping is practiced (Barker et al. 1971 ).
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Market Considerations

1. Urbanization. Population and non-agricultural economic activity
tend to concentrate in urban centers. Hence, urban centers provide markets
for agricultural products, which are either consumed by the population or
further processed, and for excess farm labor. The presence of urban centers
affect agricultural productivity in various ways. Agriculture production
areas close to urban centers can compete successfully with alternative land
uses only if in these areas, land is used intensively and yield reasonable
returns. This explains the high intensity of land use and the high yield per
hectare in areas near urban centers. Likewise, input requirements in agri-
cultural production such as farm machines, fertilizers, chemicals and seeds
are readily available in urban centers. Moreover, other production and
service activities related to agriculture such as agro-based processing, storage,
transport and financing are commonly found in urban centers. Finally,
urban centers, by providing off-farm employment, can increase both the
income and productivity of the agricultural area.

2. Road Network. This is 6xpected to affect agricultural productivity
positively to the extent that it reduces transport costs and facilitates access
to markets and services.

Data and Method

Agricultural gross output per province is computed by adding the
production values of crops and livestock provided by the 1960 and 1971
Censuses of Agriculture. For 1971, value-added in agriculture is estimated

using the value-added coefficients of the 1974 Input-Output table. 1 Data
on farm workers by province are available from the 1971 Census of Agri-
culture. For 1960, only the data on farm population by province are avail-

1Table 1 shows the value-added coefficients of agricultural products using the 1974
I-0 table. Except for pinapple, sugar and coconut which contribute substantially to
agricultural production, the averages of the value-added coefficients for agricultural
crops/ other agricultural products and livestock are taken. The value-added coefficients
of the three above-mentioned crops aremultiplied by their respective 1971 grossvalue of
production by province. Likewise, the average value-added coefficients of agricultural
crop/other agrucltural and livestock are multiplied by their corresponding 1971 gross
value of production for each province. Actually, the correlation coefficient between
these estimates of provincial value-added and gross value of production is 0.99, meaning
that the gross value could be used just as well. For 1961, gross value of production was
used due to data constraints. Its correlation coefficient with the 1971 value-added esti-
mates is 0.90. See Luna (1982) for further elaboration.
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_le 1. -_elue Added Coefficients in Agriculture, Ig74

Agricultural product Coefficient

.8705
Corn
Banana .8714

,_,_ .7467"
Other fruits and nuts .9246

Vegetables

• Ttl__ .9394
Coffee,and Cacao ,,_184,

Sugarcane .8174*
Coconut including copra in farms .7741 *
•T_oaooo (n ati_'_a_d _rh'ginia) -_:8787"-
Abaca and other fibers .8898

Other crops .8806
Cattle .7671

Hogs .7516
Other livestock .8686

.Poultry .6546
Other agricultural products .8797

able and farm workers were computed by_applying the ratio of population

aged 10-65 to total population for each province. Estimates of agricultural

output per worker (Q/L) by province are thu_ derived.

Urban centers (Table 2) are classified according to their level of develop-

ment and population as follows: 2_

'_The classification of urban centers is discussed in' ._liman and Paderauga's Special

Paper.

*not included in the average of agricultural crops and other agricultural products,
/

Note: 1. Average of value added coefficient of agricultural crops and other agricultural
products = .8963.

2. Average of value added coefficient of livestock _ .7705.

Source: 1974 Input-Output Table.
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(a) National urban center (NUC) and broad regional urban centers
(BRUC),

(b) Regional urban centers (RUC),
(c) Major urban centers (lvIUC), and
(d) Secondary urban centers (SUC).

Provin_ without any of these centers are classffieB _s-_n_l_vinees.

The following average values are computed: (a) Q/L of provinces
within each region, (b) regional Q/L of provinces with tl_Ll_4md RUCs3;
(c) regional Q/L of provinces with the MUCs and SUCs, and (d) regional
QtL of rur_t.pruvinees:.

To determine the extel_t of::ieterreg_ffiiI dii_erences in agricultural
productivity as well 'as the influence each category of urban centers exerts on
these differences, a two-way analysis of variance (ANOVA) is performed for
1960 and 1971 data.4

For the regression analysis, provincial observations from 1960 and 1971
are used. For possible comparative purposes, the 1971 provinces are made
consistent with those of 1960, i.e., provinces which were subdivided after
1960 were recombined. The data on farm Size, fragmentation, 5 irrigated
farms, tractors, etc. are also from the 1960 and 1971 Censuses of Agricul-

5The Agricultural Census defines a parcel or a fragment of a farm as that part of
the farm surrounded 1/y land or water of other farms or by land or water not forming
part of any farm like roads, rivers and canals.--The aggregate of all parcels of farmland

• operated by different members of a household and which may be located in different
barrios constitutes only one farm.

3Tuguegarao (Region II) and San Ferrtand0 (Region II!) I although considered as a
SUC and MUC, respectively, are here classified as RUCs.

. • . . .

4Under this scheme, Regions"II and VIII have nb provinces, with MUC and SUC

while ReMon.y.li, and XI and:XII have no rural provinces. To removethe bias, an ANOVA
_w_equai' cells is performed. Also, to avoid another bias due to _peoi_c...a_ provinces
such as Bukidnon and Negros Occidental (for 1960 and 1971 ANOVA)as well as Bataan

(for 1971 ANOVA), these pr_v'_mces _are excluded from the analysis. Although Bukidnon
is considered a rural provir, ce, it experienced a very high agricultural Q/L in both periods
due to its specialization in export crops like pineapple. Negros Occidental has a RUC but

its extraordinary high agricultural Q]L is due to its speciafization in sugar, an export crop.
Bataan is the site of the ExportProcessing Zone (which started in 1968) whose effects

became felt in the early 70s. This _nd its proximity to Metro Manila may have caused the
high agricultural output per workei;in 1971.
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Table 2. Classificationof Urban Centersa

Cities Classification

Metro Manila National Urban Center
Metro Cebu Broad Regional Urban Centers
Davao

Iloilo Regional Urban Centers
Bacolod

Cagayan de Oro
Zamboanga
Tacloban

Legaspi
San Femando (La Union)
Cotabato

Angeles Major Urban Centers
Olongapo
Butuan

Batangas

Iligan
San Pablo
Cabanatuan

Dagupan
Ormoc

Naga
Ozamis

Dumaguete
San Femando (Pampanga)
Baguio
General Santos
Tarlac
Malolos b
Caviteb

Tuguegarao Secondary Urban Centers
Lucena

San Carlos (Negros Occidental)

aThis classification is discussed in the special paper on urban hierarchy.

bGiven a MUC rank because of its proximity to Metro Manila.
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Table 2 (Con't)

Cities Classification

Roxas

Laoag

Pagadian
Surigao
Dipolog
Daet
Virac

Tagbilaran

ture. Data on kilometers of roads 6 are from the consolidated reports of the
Bureau of Public Highways. For the regression the variable notations are
as follows:

Q - agricultural output per worker (in pesos);
L

S
- size of land in hectares per 100 workers;

L

= weighted kilometers of roads per 10,000 hectares;
H

FI _ proportion of total farm area under irrigation;

T
tractors per 10,000 workers (representing the degree of

L
farm mechanization);

F 6 = proportion of farms fragmented into 6 parcels or over;

URB= level of urbanization (proportion urban) of the total

provincial population;

6Roads are weighted by type as follows: earth and macadam types of road ffi 1,
bituminous (high and low) type = 2, and concrete type = 3. Their sum gives total weighted
length of roads for each province.
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SUC ffi secondary urban center, 1 for presence and 0 for absence_

MUC - major urban center, 1 for presence and O for absence;

RUC ffi regional urban center, 1 for presence and O for absence;

BRUC ffi broad regional urban center, 1 for presence and O for absence.

To determine the differential effects of urbanization in the more

developed versus the less developed regions, separate regression runs are

made for the provinces of these two groups of regions. Less developed
regions are determined according to their per capita gross regional domestic

products (1971-79). The six of the thirteen regions that consistently exper-
ienced the lower per capita GRDP are considered the less developed regions
and the rest comprise the more developed regions. 7

Empirical Results

Differences in Agricultural Productivity

The ANOVA results for 1960 show that interregional differences in
agricultural productivity were significant. However, the differential effects of

the various types of urban centers on regional agricultural productivity were
not significant (Table 5).

For 1971, productivity differentials across regions seem to be even
more significant (1.0 percent level) and the differential effects of urban

centers were likewise significant (5 percent level). Also, a pairwise test of the
differential effects of urban centers denotes that the effects of BRUC/RUC
and MUC/SUC were significant, implying that the presence of BRUC/RUC
and MUC/SUC in a province had some influence on agricultural product-
ivity (Table 6).

For both periods, the pair wise test of regional agricultural productivity
differences reveal that the degree of difference between regions III and IV
(parts of CIR) on one hand and the rest of the regions on the other was
appreciable. The high agricultural productivity in regions XI and XII in 1971

resulted in a marked difference in productivity relative to the other regions. It
may also be observed that region IiI's difference from the other regions

7The more developedregions arecomposedof thirty provincesin regions III, IV,
VI, VII and X plus Davaoof regionsXI andXII. The less developedregionsare composed
of twenty-threeprovincesin regions I, II,V, VIII,IX, and XI andXII (excludingDavao).
Davao was included in the developedregions becauseof its comparativelyhigh agricul-
turalperformance (see Tables3 and 4).
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Table 3 Regional and Provincial Agricultural Output per worker

with the Corresponding Urban Centersof Provinces,1960

Retlon/Province Gross Value Estimated Output/ Urban Class/fic_tion
of Output Farm Workers Worker Center

I. - llocos p317p423,960 947,268 335.09

Abra 25,920,526 58,460 443.39 Rural
Ilocos Sur 44,142,669 109,875 401.75 Rural SUC
Ilocos Norte 50,254,586 141,358 355.51 Laoag SUC
Mt. Province 56,109,958 179,765 3!2.13 Baguio MUC
Pangasinan 111,293,322 358,815 310.17 Dagupan MUC
La Union 29,702,896 98,995 300.04 San Fernando RUC

Il - Cagayan Valley 180,259_770 461 _543 390.56

Nueva Vizcaya 25,654,216 58,644 437.46 Rural
Batanes 2,795,361 6,719 416.04 Rural
Isabela 82,863,452 210,178 394.25 Rural RUC
Cagayan 68,946,739 186,002 370.68 Tuguegarao RUC

Ill - Central Lazon 350,558,710 713,270 491.48

Pampanga 75,194,108 119,937 626_95 San Femando RUC/
& Angeles MUC

Bataan 15,333,560 27,233 563.05 Rural
Tarlac 76,530,883 144,767 528.05 Tarlac MUC
Bulacan 59,297,53'6 132,805 446.50 Malolos MUC
Nueva Ecija 106,132,863 238,253 445.46 Cabanatuan MUC
Zambales 18,069,759 50,275 359.42 Olongapu MUC

IV - Southern Tagalog 396,487,740 .9.61_232 412.47

Laguna 57,874,516 97,649 592.68 San Pablo MUC
Quezon 95,183,115 214,836 443.05 Lucena SUC
Cavite 41,363,117 96,068 430.56 Cavite MUC
Occidental Mindoro 13,506,382 31,449 429.47 Rural
Kizal 19,678,363 46,044 427.38 Metro Manila BRUC
Oriental Mindoro 35,254,130 82,937 425.07 Rural
Batangas 87,967,422 218,979 401.72 Batangas RUC
Palawan 18,747,773 65,586 285.85 Rural
Romblon 13,985,805 5_957 249.94 Rural
Marinduque 12,918, I18 51,727 249.74 Rural

V - Bicol 248,944.030 797,543 312.20

Camarmes Norte 38,130,358 55,772 683.68 Daet SUC
Sorsogon 38,281,826 I 15,457 331.57 Rural
Masbate 37,463,869 117,815 317.99 Rural
Camarines Sur 75,801,826 273,372 277.28 Nasa MUC
A]bay ! 2,407,300 163,061 260.07 Legaspi RUC
Catanduanes 16,908,852 72,066 234,63 Vitae SUC

VI - WesternVisayas 357_685_000 851,973 419.83

Negros Occidental 184,414,750 234,270 787.19 Bacolod
Capiz 39,179,969 111 210 352,31 Roxas SUC
lloilo 89,830,275 314,084 286.02 Iloilo RUC
Aklan 20,272,117 87_843 289,78 Rural
Antique 23,987,889 104,586 229.36 Rural
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Table3 (Cont'd)

Region/Province Gross Value Estimated Output/ Urban Classification
of Output Farm Workers Worker Center

VII . Central Visayas 197,388,560 897,071 220.1M

Negros Oriental 59,574,750 262,339 256.41 Dumaguete MUC
Cebu 92,289,250 427,962 215.65 Cebu BRUC
Bohol 45,524,558 236,770 !92.27 Tagbilaran SUC

VIII - Eastern Visayas 189,155,430 748,051 252.86

Samar 98,330,089 353,855 277.88 Rural

Leyte 90,825,342 394, i 96 230.41 Tacloban RUC
& Ormoc MUC

IX - Western Mindanao 129,460,560 443,665 P 291.80

Sulu 28,200,614 93,507 301.59 Rural

Zamboanga del Norte 3 t 382,768 113,214 280.73 Pagadian SUC
Zamboanga del Sur 69,477,173 236,944 293.22 Zamboanga RUC

X - Northern Mindanao 236,543,050 549,538 430.44

Bukidnon 77,047,810 83,128 926-86 Rural
Misamis Oriental 58,013,235 132,926 436.43 Cagayan de Oro RUC

(Misamis Occidental) 35_496,649 90,619 391.71 Ozamis MUC
Agusan 25,459,646 89,983 282.94 Butuan MUC
Surigao 40,525,712 152,882 265.08 Rural

XI & XII Southern and Central

Mindanao 3917024,1 40 i ,060,210 368.82

Davao 136,360,000 349.790 389.83 Davao BRUC
Lanao 79,527,135 213,930 371.69 lligan MUC
Cotabato 175,137,000 496,460 352.77 Cotabato and RUC

General Santos MUC

Phifppines p 2,994,972,000 8,431,364 P 355.22

Note: 1.976 regional delineation is used. Metro Manila is excluded and assumed to have

no agricultural production and employment, Regions XI and XII are combined

due to data restrictions. The sum of the individual figures does not correspond to

the totals due to rounding.

Source: 1960 Census of Agriculture,
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Table 4 Regional and Provincial Agricultural Output per worker

with the Corresponding Urban Centers of Provinces, 1971

Region/Province Value Added Farm Workers Output/ Urban Classification
Worker Center

1 - llocos P 628.284,860 1,494,286 p 420.46

Ilocos Notre 79,859,751 105,215 759.01 Laoag SUC
Ilocos Sur 71,730,077 148,277 483.76 Rural
Pangasinan 261,856,000 625,639 418.54 Dagupan/

San Carlos MUC
Abra 26,534,434 75,01 I 353.74 Rural
Mt. Province 138,456,000 394,527 350.94 Baguio MUC
La Union 49,848,599 145,617 342.33 San Fernando RUC

II -. Cagayan Valley 428,338,270 908,657 471.40

Batanes 5,746,357 6,403 897.45 Kural
Isabela 231,973,000 422,248 549.38 Rural
Nueva Vizcaya 68,634,912 144,800 474.00 Rural

Cagayan 121,984,000 335,206 363.91 Tuguegarao RUC

III - Central Luzon 777,558,240 1,056,398 736.05

Bataan 50,650,189 25,008 2,025.36 Rural
Bulacan 121,531,000 96,307 1,261.92 Malolos MUC
Tarlac 169,250,000 206,059 821.37 Taxlac MUC
Nueva Ecija 264,657,000 412,424 641.71 Cabanatuan MUC

Zambales 38,005,054 60,180 6 "_1.52 Olongapo MUC
Parnpanga 133,465,000 256,420 520.49 San Femando RUC/

& Angeles. MUC

IV - Southern Tagalog 721,980,960 1,102,738 654..72

Cavite 59,074,649 56,977 1,036.82 Cavite MUC
Rizal 31,752,628 33,824 938.76 Metro Manila BRUC
Marinduque 28,485,619 33,487 850.65 Rural
Batangas 151,379,000 194,641 777.73 Batangas MUC
Laguna 106,285,000 144,469 735.69 San Pablo MUC
Oriental P 91,095,101 131,034 P 695.20 Rur',d
Occidental Mindoro 50,062,163 90,046 555.96 Rural
Quezon 141,174,000 254,863 553.92 Lucena SUC
Romblon 22,777,573 52,819 431.24 Rural
Palawan 39,895,231 110,578 360.79 Rural

V - Bicol 467,539,250 1,221,370 382.80

Camarines Norte 46,561,248 49,595 938.83 Daet SUC
Masbate 92,118,386 153.,705 599.32 Rural
Sorsogon 57,370,983 116,381 492.96 Rural
Camarines Sur 150,801,000 454,932 331.49 Naga MUC
Albay 98,904,731 361,179 273.84 Legaspi RUC
Catanduanes 21,782,903 85,578 254.54 Vitae SUC

VI - Western Visayas 805,982,740 1,205.z240 668.73

Negros Occidental 35'4,652,000 265,969 1,333.43 Bacolod MUC
Capiz 108,635,000 185,644 585.18 Roxas SUC
Antique 47,549,329 81,712 581.91 Rural
Iloilo 263,919,000 540,072 488.67 Iloilo RUC
Aklan 31,227,406 131,843 236.85 Rural



URBANIZATIONANDAGRICULTURALPRODUCTIVITY293

Table4 (Cont'd)

Region/Province Value Added Fan,, Woflgers Output/ Urban OasaificatioaWorker Center

VII - Central Visayas P 385,972,000 759,187 P 485.39

Negros Oriental 165,219,000 222,869 741.33 Dumaguete MUC
Bohol 104,521,000 247,579 422.17 Tagbilaran SUC
Cebu 116,232,000 324,739 357.92 Cebu RUC

VIII - Eastern Visayas 422,716,000 I_094r807 386.11
Tacloban RUC/

Leyte 244,779,000 563,027 437.76 Ormoc MUC

Samar 177,937,000 531,780 334.61 Rural

IX - Western Mindanao 319,664,960 613,567 p 520.99

Zamboanga del Sur 201,768,000 345,993 588.16 Zamboanga RUC
Zamboanga del Norte 79,475,539 162,423 489.31 Pegadian SUC
Sulu 38,42 ! ,420 105,151 365.39 Rural

X - Northern Mindanao 532,844,800 _ 680.80

Bukidnon 195,304,000 184,729 1,057.25 Rural

Misamis Oriental 95,517,317 132,326 721.82 Casayan de Oro
Misamis Occidentai 61,868,714 88,133 701.99 OzamisMUC RUC
Agusan 90,154,990 137,932 653.62 Butuen MUC
Surigao 80,999,778 2_6,334 357.88 Rural

XI & XII Southern and Central
Mindanao 1,238,487,000 1,422,469 870.66

Lanao 271,831,000 268,802 1,030.44 IlJSan MUC
Cotabato 679,552,000 749,151 907.10 Cotabato& RUC

Gen. Santos MUC
Davao 287,104,000 409,516 701.08 Davao BRUC

Philippines ]_6,720,369,100 11,684,175 _' 575.17

Note: 1976 regional delineation is used. Metro Manila is excluded and assued to have no
agricultural production and employment. Regions XI and Xll are combined to be

consistent with 1960 data. The sum of the individual figures does not correspond
to the totals due to rounding.

Source: 1971 Census of Agricultural.
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diminished in 1971.

While there were notable differences in regional agricultural product-
ivity in both periods, the influence of urban centers was weak in 1960 but
apparently improved in 1971. It thus seems that the agricultural productivity
effect of urbanization increases at higher levels of development.

Influenceof Urbanization on Agricultural Productivity

The regression results using the 1960 provincial data (Table 7) show the
input variables to be consistently significant and with the correct positive

Table 5. Analysisof Variancefor Regions,1960

A. Tableof Averagesof Q/L

All Provinces with Provinces with Rural

Region Provinces BRUC/RUC MUC/SUC Provinces

I llocos 353.83 300.04 355.94 422.56
II Cagayan 404.61 370.68 (397.07) 361.62" 415.92
III Central Luzon 495.00 626.95 445.00 563.05
IV Southern Tagalog 393.54 414.55 488.73 328.02
V Bicol 350.97 260.07 398.53 324.78
VI Western Visayas 274.62 286.02 352.31 230.07
VII Central Visayas 224.44 215.65 224.34 (221.47) 342.10"
Vlll EasternVisayas 254.16 230.41 (237.49) 361.62" 227.88
IX Western Mindanao 274.82 242.13 280.73 301.59
X Northern Mindanao 344.04 436.43 337.32 265.08
X! & XII Southern and

Central Mindanao 371.43 371.30 371.69 (371.47) 342.10"

=Tltesearesupposedto be emptyceils,but to avoid_ in ANOVA,averagesof the datam the respectivecolumns
atesul_ttitutedin the emptycells.Thosein ptrenthesesme averagesof thee n_peetivetows.Theco|_a_ averages=re
usedm analyzingdiffemnceeamongtegi0ns;when an analysisamongtypesof urbancenten is performed,the row
averagesareused.

B. ANOVA Resula

Tabular F

Analysis 5 percent 1percent Computed F

Differences among regions 2.16 2.98 8.05
Differences among types of urban centers 2.92 4.51 0.31



Table 5 (Cont'd.)

C. PairwiseTest betweenRegions

I lI III IV V VI VII VIII IX X XI XII

II 120.46 N

HI 697.62** 577.16"*
IV 192.47 72.01 505.15"* ¢_
V 98.12 218.58 795.74** 290.59 _Z
VI 289.35 409.81 * 986.97'* 481.82"* 191.23
VII 425.84* 546.30** 1,123.46"'6t8.31"* 327.72* 136.49
VIII 358.27* 478.73** 1,055.89"* 550.74** 260.15 68.92 67.57
IX 333.10" 453.56** 1,030,72"* 525.57** 234.98 43.75 92.74 25.17 _
X 49.50 169.96 747.12"* 241.97 48.62 239.85 376.34* 308.77 283.6 _.
XI&XII 24.15 96.31 673.47** 168.32 122.27 313.5 449.99** 382.42* 357.25* 73.65 ,-IC

• and ** denote .qignlficance lev_b at 5 percant and 1 percent, respectively.

,<



296 SPATIALANDURBANDIMENSIONSOFDEVELOPMENT

Table 6. Analysis of Variance for Regions, 1971

A, Table of Averages of Q/L

Region All Provinces with Provinces with Rural

Provinces BRUC/SRUC MUC/SUC Provinces

I llocos 451.39 342.33 509.50 418.75

II Cagayan Valley 471.19 363.91 (491.89) 666.32* 640.58

11I Central Luzon 775.40 510.49 839.13 (711.67) 456.44*

IV Southern Tagalog 693.68 858.23 775.48 578.77

V Bicol 481.83 273.84 508.29 546.14

VI Western Visayas 473,16 488.67 585.18 409_38

VII Central Visayas 507.14 357.92 581.75 (482.27) 456.44*

VIII Eastern Visayas 386.19 437.76 (386.18) 666.32* 334.61

IX Western Mindanao 479.29 583.16 489.31 365.39

X Northern Mindanao 608.83 721.82 677.81 357.88

XI & XII Southern & Central Mindanao 879.54 604.09 1,030_44 (904.69) 456.44*

*These aJe supposed co be empty cells, but to avoid biases m ANOVA, averages of the data in the respective columns

are substituted iJl the _:mpty cells. Tho_ in parentheses ar_ averages ol their respective rows, The eolumn'averages
arc u_c.d (o analyzing differences among regions, when an analysis among types of urban centers is performed, the

row avcrog, es ale _t_d.

B. ANOVA Results

Tabular F

Analysis 5 percent 1 percent Computed F

Differences among regions 2.16 2.98 4.43

Differences among types of urban centers 2.92 4.51 2.99
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C. PairwiseTes_Between Regions

I II [] IV V VI VII VIII iX X XI XII

I

II 420.03

HI 869.49* 449.46

1V i,184.19"* 764.16" 314.7

V 88.13 331.9 781.36" 1,096.06"*

VI 234.42 185.61 635.07 949.77* 146.29 -

VII t81.28 238.75 688.2! * 1,002.91"* 93.! 5 53.14 -

VIII 102.69 317.34 766.8* 1,081.5"* 14.56 131.73 78.59
IX 195.18 224.85 674.31" 989.01"* 107.05 39.24 13.9 92.49

X 644.37 224,34 225.12 539.82 556.24 409.05 468.09 541.68 449.19 -

XI &X[l 1,448.54"* 1,928.52"* 579.05 264.35 1,360.4t** 1,214.12"* 1,267.26"* 1,345.86"* 1,253.36"* 804.17" -

"lind =" denotellptfl_ee _evelttt5 l_¢e_t tad 1l_XCentrealisably.

D. Peirwim Tut BetweenType=of Urban Genterl
C

All Provinces with Provinces with Rurat
Provinc_ BRUC/RUC MUC/SUC Provinc_t P

_th BRUC/RUC 455.42
Ptovin_._. with MUC/SUC 667.32 1,122.74"

Rural Provinces 457.5t 2.09 [,124.83* _q

• Significantat 5 percentlevel..4'°
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Table 7. Determinantsof ProvincialAgricultural Productivity (Q/L), 1960

Regression Run

1a 2 3 4

Constant -42.298 -27.299 -102.009 -65.834

S/L 2.054 2.080 2.164 2.118

(3.600) (3.843) (3.966) (3.936)

FI 2.345 2.512 1.947 2.376

(1.083) (2.267) (1.593) (2.143)

T/L 0.424 0.292 0.306 0.381
(3.261) (2.431) (2.539) (3.382)

F6 0.044

(1.089)

LOG R/H 53.352 47.304 48.449 55.390
(1.844) (1.679) (1.722) (1.979)

URB 1.733 2.164

(1.319) (1.579)

SUC -31.253

(-0.719)

MUC - 18.824

(-0.493)

RUC -70.515 -66.560

(-1.551) (-1.540)

BRUC -10.731

(-0.146)

R2 0.499 0.486 0.499 0.492

aRegression run no. I is in double log form.

Note: t-values are in parentheses underneath regression coefficients.
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signs, except farm fragmentation (F6). These in]_ut variables, which accord
with our hypotheses discussed above, are farm (_), farm irrigation (FI), and

farm mechanization (T). Road network (R), a mar'ket variable, also turns out
significant and positive. Level of urbanization (URB) has the correct sign but
is not significant.

Noteworthy also are the negative signs, though insignificant, for the
various kinds of urban centers. This result seems to imply that, if anything,
the impact of urban centers on agriculture at that time was of the "back-
wash" type. This might be because the general level of development then was
low and urban centers were just starting to evolve. In the process, they tended
to be competitive with rather than supportive of the farms. For instance,
there was probably much transfer of resources from agriculture to the city.

The 1971 regression results are generally an improvement over those for
1961 (Table 8). The overall explanatory power of the model (R 2) is higher
at about 0.70 compared to the earlier one at 0.50. Again, the input variables,
including farm fragmentation (F6), are significant and positive. The positive
sign for F6, though unexpected, may reflect intensive land cultivation and
crop diversification which result in higher productivity. In other words, given
capital scarcity, fragmented farms may be more manageable than large tracts.

Except for secondary urban centers (SUC), the other types of centers
have the positive sign, and regional urban centers (RUC) now prove to be
slightly significant. This suggests that at a higher level of development around
the early 70s, urban centers were beginning to have some favorable influence
on the productivity of farms in their vicinity. For instance, whereas in the
early 60s, agriculture depended on traditional inputs, in the 70s, there was
increasing use of such modern inputs as irrigation, fertilizer and seeds, as well
as of urban-based services like storage, transport and processing. In short,
there seemed to be greater reciprocity between farms and cities.

Separate regressions for less developed and more developed regions lend
further support to the differential farm productivity effect of urbanization
(see Luna 1982). At early stages of development, urban places tend to be

"parasitic" on the farms, but at later stages, the relationship becomes seem-
ingly more salutary.

Summary and Conclusion

Differences in agricultural productivity across regions are shown (using
ANOVA) to be remarkable, as expected, for both 1960 and 1971 periods.
Likewise, the various types of urban centers exhibit differential effects on
farm productivity for 1971 (though not for 1960).
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Table 8. Determinants of ProvincialAgricultural Productivity (Q/L), 1971

Regression Run

1 2 3 4

Constant -284.647 --5.235 11.860 -20.882

S/L 5.868 5.263 5.177 5.419

(6.184) (6.208) (6.250) (5.987)

FI 3.649 3.249 2.802 3.330

(1.704) (1.602) (1.405) (1.546)

T/L 0.921 1.085 1.122 1.053

(3.76) (5.280) (5.449) (4.604)

F6 0.548 0.627 0.625 0.642

(1.986) (2.399) (2.388) (2.372)

LOG R/H 70.481
(1.421)

SUC -43.573 -25.776

(-0.609) (-0.362)

MUC 25.341 25.143

(0.391) (0.383)

RUC 114.980 123.645 134.878

(1.480) (1.665) (1.738)

RUC/BRUC 113.955

(1.710)

R 2 0.705 0.687 0.700 0.691

Note: t-values are in parentheses underneath regression coefficients.
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Regression results reveal the usual input variables and roads (a market
variable) to be consistently significant in explaining agricultural productivity
differentials across provinces. The influence of urban centers (reflecting
urbanization) appears to be negative or in the nature of a "backwash" at low
levels of development. In other words, urban places tend to develop at the
expense of the farms. At later stages of development, the impact of cities on
nearby agriculture becomes increasingly beneficial. On the whole, the findings
of this study appear to accord well with theory and similar empirical works.



PATTERNS AND DETERMINANTS
OF INTERREGIONAL MIGRATION
Virginia _onzales and Ernesto M. Pernia

The national settlement pattern is made dynamic by the movement of
population in addition to the shifting location of industries. Like industrial
location, population settlements tend to be uneven especially in the early
and intermediate stages of development. Unbalanced spatial distribution of
the population can become excessive, impairing the functional participation
of large segments in national urbanization and development. In view of this,

various policies and programs have been implemented, or are planned for
implementation, by the government to influence population distribution as
part of a regional development framework. But these have appeared largely
ineffective, perhaps due to an insufficient understanding of the mechanisms
underlying population movements.

This paper hopes to be able to shed additional light on the migration

phenomenon. It f'LrSt presents the trends and patterns of interregional
migration, and then analyzes the factors that influence population move-
ments.

Patternsof Interregional Migration

Pre-1960 Period

Prior to the 60s, there were two major migration streams: from Luzon
regions and Eastern-Western Visayas to the National Capital Region (NCR)
and Cagayan Valley, and from the Visayas regions and some parts of Luzon
to frontier areas in Mindanao (Paseual 1966, Smith 1977). This pattern is
evident in Table 1. Southern Mindanao ranked first both in terms of in-

migration and net migration rates, followed closely by the NCR. Three other
regions proved to be net receivers of migrants: Western Mindanao, Cagayan
Valley and Northern Mindanao. The rest exhibited negative net migration
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Table I. In-Migration, Out-Migration and Net Migration Rates, Birth-to-1960 (per thousand)
•
•

Region In-Migration Rank Out-Migration Rank Net Migration Rank t.
Rate Rate Rate

I Ilocos 35.0 8 139.4 3 -104.4 9

II Cagayan Valley 157.7 6 66.5 8 91.2 4

III Central Luzon 40.9 7 138.3 4 -97.4 8 z

IV Southern Tagalog 110.7 4 126.2 9 -15.5 6
o

IV-A National Capital 375.1 2 46.2 • 10 328.9 2 ,n

V Bicol 34.8 9 83.9 7 -49.1 7 ,_

VI Western Visayas 22.7 11 142.9 2 120.2 11 _"

VII Central Visayas 31.5 10 243.5 1 -212.0 12 _
VIII Eastern Visayas 18.1 12 132.0 5 -113.9 t0

IX Western Mindanao 293.0 3 37.1 11 255.9 3

X Northern Mindanao 166.5 5 i 13.5 6 48.0 5

XI Southern Mindanao 378.0 1 27.0 12 351.0 i

Source: Census Of Population and Housing, 1960, Appendix,
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rates, with the heaviest population loss experienced by Central Visayas,
Western Visayas, Eastern Visayas and Ilocos, in that order.

The strong attraction of the NCR is easily attributable to its advantages
as the seat of political power and the hub of economic activities with rela-
tively adequate infrastructures and other social amenities. On the other
hand, the population movements to Cagayan Valley and Mindanao may be
seen as a response to the rich agricultural resources in those regions and to
the resettlement programs of the government in the 50s. At the same time,
the post-war period prior to the 60s saw a marked shift in economic activity
from the traditional agricultural region of the Visayas (and Ilocos) to the
industrializing region in and around Manila as well as to the frontier lands.
This shift resulted in the slow-down of the traditional agricultural areas -
making them a sluggish region.

1960-70 Period

The migration pattern during the decade of the 60s appeared to be an
extension of the preceding one, except for some slight alterations (Table 2).
The NCR became the most preferred destination with Southern Mindanao
only second although it continued to be the top net receiver of migrants.
Similarly, Northern Mindanao surpassed Western Mindanao in terms of both
in-migration and net migration. Cagayan Valley lost some of its attractive-
ness but it remained a net absorbing region. Southern Tagalog changed
status from a losing to a gaining region, reflecting together with NCR the rise
of the central industrial region (CIR).

The in-migrants to the NCR came mainly from Luzon and the Visayas
regions, particularly Western and Eastern Visayas. Those who migrated to
Mindanao came principally from the Visayas, especially Central Visayas.

On the whole, the 1960-70 migration pattern may be characterized by
the shift from a frontierward to an urbanward orientation. This seems to

accord with the industrializing nature of the economy which revolved
around NCR and gradually also its surrounding regions.

1970-75 Period

The urban-industrial orientation of migration that began in the 60s

became more visible in 1970-75 (Table 3). Both Southern Tagalog and
Central Luzon (which, together with NCR, form CIR) appreciably improved
their relative rankings in terms of net migration, and there was an apparent



Table 2. In-Migration, Out-Migration and Net Migration Rates,1960-70 (per thousand)

Region In-Migration Rank Out-Migration Rank Net Migration Rank r,

Rate Rate Rate

I Ilocos 20.35 12 52.71 9 -32.65 10

1I Cagayan Valley 57.05 7 41.33 10 15.72 5

III Central Luzon 66.54 5 94.46 4 -27.92 9
IV Southern Tagalog 64.16 6 55.44 7 8.72 6 o_z

o
IV-A National Capital 231.59 1 104.14 3 127.14 2 -n

V Bicol 18.45 13 35.43 12 -16.98 8 -_

VI Western Visayas 22.08 11 86.32 5 -64.24 I 1

VII Central Visayas 39.47 8 135.7I 1 -96.24 13 _:
VIII Eastern Visayas 29.06 9 115.38 2 -86.32 12

IX Western Mindanao 83.67 4 40.67 11 43.00 4

X Northern Mindanao 156.27 3 85.05 6 71.21 3

XI Southern Mindanao 212.63 2 53.42 8 159.21 1

XII Central Mindanao 28.30 10 26.32 13 1.97 7

Source: Fliegereta/. (1976), Table 21, p. 40.



Table 3. In-Migration, Out-Migration and Net Migration Rates, 1970-75 (perthousand)

Region In-Migration Rank Out-Migration Rank Net Migration Rank
Rate Rate Rate

I Ilocos 12.2 9 29.1 2 -16.9 13

II Cagayan Valley 13.3 8 15.6 12 -2.3 7

III Central Luzon 21.8 4 15.9 11 5.9 5

IV Southern Tagalog 64.5 1 50.5 t 14.0 2

IV-A National Capital 34.0 3 25.3 4 8.7 4

V Bicol 11.5 10 21.8 7 -10.3 10

VI Western Visayas 10.3 11 14.4 13 -4.1 8

VII Central Visayas t5.9 6 28.0 3 -12.1 12

IBU

VIII Eastern Visayas 17.9 5 19.9 9 -2.0 6

IX Western Mindanao 9.2 12 20.9 8 --11.7 11

X Northern Mindanao 34.0 3 19.0 10 15.0 1

XI Southern Mindanao 35.5 2 22.9 6 12.6 3

14.6 7 23.9 5 -9.3 9XII Central Mindanao

Z

Source: NCSO, Census Plaec_of-Re, sidenco data, t975 (unpublished).
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change in the destination preference of Visayas migrants from Mindanao
to NCR and Southern Tagalog, resulting in some net loss to Mindanao. In

addition, Cagayan Valley which used to be a net in-migration region started
to suffer a net outflow in the first half of the 70s.

Determinantsof Interregional Migration

Theoretical and empirical studies of migration allude to various factors
that influence population movements. This section discusses these factors,
along the lines suggested in the literature, as a prelude to the analytic model
that will be used to identify the ones that matter in the Philippine context.
Among the most commonly referred to in the literature are: employment
and unemployment, farm density and technology, income, education and
literacy, distance, ethnicity and migrant stock.

Employment and Unemployment

The prospect of better employment or even mere employment is
commonly considered a crucial factor in motivating people to move and
choose a specific destination. The "job-vacancies" thesis, for example,
posits that responsiveness to job openings is stronger than to higher income.
A number of studies shows that migrants tend to move to regions where
employment is expanding (e.g., Muth 1968, Olvey 1972, Pernia 1978).
Likewise, studies on gross migration point out that job opportunities seem to
give a better explanation for in-migration than for out-migration (Green-
wood 1975).

Other empirical works use the unemployment rate to reflect the same
concept. But some studies show this variable to be insignificant as a deter-

rent for in-migration. Greenwood (1975) attributes this to the simultaneity
problem inherent in studies that use end-of-period unemployment rate.
Mueller (1964) finds that out-migration in the United States during 1950-60
was negatively related to unemployment. Similarly, Marsh (1967) reports
that in areas of high unemployment, out-migration did not increase; rather,
in-migration was retarded.

Farm Density and Irrigation

The propensity to migrate tends to rise when the farm land becomes
crowded for the population, given a certain level of technology (Oberai
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1979). This is shown by studies on Indonesia (Naim 1975), Nepal (Khadka
1979), and the Philippines (Morales 1978).

By contrast, irrigation tends to exert the opposite effect on migration
(Dhar 1979). This is because it changes farm technology, resulting in higher
productivity per hectare and increased effective farm size cultivated. Hence,
the demand for labor rises and more population can be accommodated.

Income

The income effect is frequently shown in terms of a net flow of migra-
tion away from low-income to high income areas. Pascual (1966) shows that
in the case of the Philippines, origin income was significant while destination
income was not, and that origin income and out-migration rate are positively
related. On the other hand, a number of studies on gross migration indicate
that income provides a better explanation for in-migration than for out-
migration.

Education and Literacy

Education invariably figures importantly in migration selectivity.
The better educated are oftentimes the more mobile segment of the popula-
tion due to higher aspirations and stronger risk-taking propensity. This is
borne out by studies on the U.S. (Shryock 1974, Nam 1976, Taueber
1959) and on the Philippines (Zechariah and Pernia 1975, Juan and Kim

1977, Pemia 1978). Likewise, education widens the labor market sphere
and facilitates access to information on job opportunities. However, the
education effect may not be necessarily linear and may vary depending
on type of origin area, e.g., whether rural or urban (Pernia 1979, Wery
1980). At area of destination, education can hasten and ease adaptation
to the new environment.

Distance

This determinant of migration is among the oldest referred to in the

literature, figuring prominently in Ravenstein's "laws" of migration
(Ravenstein 1889). Distance represents transfer cost involving time and
money (Levy and Wadycki 1974). It also serves as a proxy for psychic
and information costs. Information tends to decline witla distance, raising

the risk and uncertainty of a move. However, Schwartz (1973) notes that
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the deterrent effect of distance diminishes with education, controlling
for age.

Ethnicity and Migrant Stock

Generally, migrants prefer to reside in a place with ethnic characteris-

tics akin to their origin. The presence of a common language, for example,
facilitates the flow of information between origin and destination and
reduces the adaptation problem at destination.

A variant of the ethnicity factor is the so-called "migrant stock"
variable. This refers to relatives or friends who had moved earlier to some

place and who come from the same origin as the potential migrant. Several
studies have demonstrated this variable to be highly significant (Fabricant
1967, 1970; Greenwood 1969, 1970; Pernia 1978, 1979). The effect is
conceivably in terms of information, temporary shelter and financial as-
sistance, and psychic support. Like education, ethnicity and migrant stock
reduce the costs of distance.

Analytic Model and Results

The analytic model incorporates the above factors considered im-
portant in influencing population movements. Most of these factors are

examined from the standpoints of origin (i) and destination (j).
The dependent variable is specified as 1

mij = migration rate from region i to region j during time interval
t-1 tot.

The independent variables, all referring to t-I, are as follows:

ESTij = business establishments at i and j (reflecting employment
opportunities),

UNij = unemployment rate at i and j,

FDij = farm density at i and j,

IRR i = farm irrigation at i,

FYij = level of education at i and j,

IFurther specifications of the variables are given in Appendix A.
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EDij = level of education at i and j,
POVi = poverty incidence at i,

TRANSij = transportation access between iandj (reflecting distance),
Li-j = common language and ethnicity between i and j,

MSij = migrant stock from i at j

The hypothetical signs of the regression coefficients for the independent
variables are:

EST i < 0, ESTj ;_ 0, UN i>0, UNj( 0, FD i :_ 0, FDjK 0,

IRR i < 0, FYi ( 0, FYj>, 0, ED i> 0, EDj _ 0,

POVi > 0, TRANSij _ 0, Lij> 0, MSij _ 0.

Regression analysis is applied to place-of-residence data by region in
1960 and 1970 from the 1970 Census, and in 1970 and 1975 from the 1975

Census. Relevant data are presented and qualifications on them are discussed
in Gonzales (1982).

Empirical Results

In explaining population movements, the results for 1960-70 bring out
the importance of economic (employment) opportunities at destination

(ESTj), farm density at destination (FDj), extent of irrigation at origin
(IRRi), level of education at origin (EDi), migrant stock at destination from

origin (MSij) and common ettmicity between origin and destination (Lij).
These carry the hypothesized signs and are statistically highly significant
(Table 4). What is particularly noteworthy is the salience of employment

opportunities (ESTj or UNj) over income (FYj) and the dominance of the
kinship effect (MSij) - which are consistent with micro-data analysis (Pernia
1978, 1979). Another point is the insignificance of transportation access

(TRANSij), as expected, given the importance of MSij and EDi.
The other variables are not significant although they have the correct

signs. Nonetheless, the overall explanatory power (_ 2) of the model comes
out to between 0.80 to 0.85 (Table 4, regressions 1 and 2). Different specifi-
cations for the regression equation improve the significance of the other
variables but also result in a lower explanatory value of the model.
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Table 4. Determinants of Interregional Migration, 1960-70

Independent 1 2 3 4 5 6
Variables

ESTi -0.017 -0.720 -0.673
(-0.089) (-2.063) (-1.934)

ESTj 0.788 1.593 1.553
(5.495) (5.693) (5,595)

FDi 0.381 0.217 1.709 2.528 2,429 1.926
(1.689) (0.626) (3.772) (4.282) (4.169) (3,762)

FDj -0.806 -0.162 -1.505 -0.462 -1.473 -0.441
(-3.913) (-0.758) (-3.428) (-I.IIS) (-3.391) (-1.116)

IRRi -0.73735 -0.765 -0.642 -1.053 -0.997 -1.393
(-6.575) (-4.772) (-2.617) (-3.413) (-3.277) (-2.988)

UNi 2.401
(3.323)

UNj .328 -0.837 -0.724
(- 1.693) (-2.294) (-1.982

EDi 1.533 1.253 1.459 2.722 2.539 1.255
(4.553) (2.527) (2.060) (2.999) (2.834) (1.287)

EDj 0.395 -0.782 -0.762 -0.504
(1.382) (-1.281) (-1.261) (-0.797)

FYi 1.848 -0.607
(5.269) (-0.910)

FYj .252 1.988
(1.075) (5.718)

MSij 0.624 0.713
(14.339) (12.479)

TRANSij 0.001 -0.038 -0.688 -0.858 -0.738 -1.141
(0.005) (-0.477) (-1.999) (-2.484) (-2.160) (-3.328)

Le 0.778 ).455
(4.975) (2,508)

][2 0.848 0.802 0.263 0.261 0.279 0,325

Note:t-valuesin parenthesesunderneathregression_cettic:i_t=.

The results for 1970-75 further substantiate the crucial role in migra-

tion of kinship and ethnicity (rendering TRANSij immaterial), and economic
(employment). opportunities at destination (Table 5). Farm density at
destination has less importance but at origin, it now seems to exert pressure
for moving out. At the same time, however, poverty incidence at origin

(POVi) appears to hamper the ability to migrate, i.e., given the costs of
moving, the very poor are forced to stay put.
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Table 5. Determinantsof Interregional Migration, 1970-75

Independent 1 2 3 4 5 6
Variables

F-3Ti 0.056
(0.233)

ESTj 0.725 0.693 0.675 0.940 0.689
(5.547) (2.970) (2.929) (4.950) (2.989)

FDi -0.907 1.840 1.292 1.286 1.899 1.759
(3.113) (3.618) (2.035) 2.008) (4.615) (3.481)

FDj 0.345 -0.152 -0.546 -0.1.63 ).039 -0.175
(1.615) (-0.396) (-1.364) (-0.428) (0.125) (-0.458)

IRRi -0,116 -0.615 -0.430 -0.41_ -0.429 -0.614
(-1.037) (-3.096) (-1.693) (-1.471) (-2.671) (-3.141)

UNi 0.012 0.312 0.283 0.247 0.222
(0.145) (1.977) (1.778) (2.007) (1.471)

UNj 0.447
(3.010)

ED i -0.125 0.181 0.089 0.085 0.201 0.165
(-2.071) (1.770) (0.755) (0.715) (2.509) (1.683)

EDj -0. lO1 0.0003 0.057 0.004 0.049 0.003
(-1.998) (0.003) (0.677) (0.047) (0.684) (0.029)

FYi 0.927
(1.334)

FYj O.462 0.842
(1.316) (1.200)

NS_ -0.582
(12.922)

TRANSij 0.082 -0.185 -0.278 -0.207 0.055 -0.200
(0.398) (-0.497) (--0.764) (-0.563) (0.182) (-0.544)

Lij 0.535 1.607
(3,540) (8.686)

POVi -0.256 -0.682 0.044 0.013 -0.669 -0.575
(-1.578) t-2.446) (0.078) (0.023) (-2.865) (-2.007)

Constant
-2
R 0.731 0.11-6 0.147 0.131 0.423 0.129

Note: t-vaine_in parenthesestmdernea_rqxemion¢eeHicient¢

Analysis of migration determinants, controlling for sex, produces
similar findings as above (Table 6). Likewise, no notable variation in the

determinants for males versus females shows up.
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Table 6. Determinants of Intetregional Migration, 1960-70, by Sex

Independent 1 1 2 2
Variables Male Female Male Female

ESTi 0.083 0.077
(0.479) (-0.439)

ESTj 0.502 0.306
(3.377) (2.262)

FDi 0.491 0.2i0 0.534 0.519
(2.099) 0.862) (1.668) (1.601)

FDj 0.021 0.455 0.321 0.606
(0.097) (2.042) (1.625) (3.025)

IRRi -0.679 -0.747 -0.546 -0.794
(-5.851) (-6.159) (-4.361) (-5.297)

UN i -0.087 0.096
(-0.488) (0.529)

UNj
EDi 1.214 0.697 1.062 0.841

(3.481) (1.915) (2.319) (1.813)

EDj 0.780 1.147
(2.635) (3.712)

0.912 1.022
FYj (4.211) 4.661)

MSij 0.657 0.709 0.611 0.622
(14.571) (15.062) (11.578) (11.652)

TRANSij -0.194 -0.059 -0.359 -0.284
(-1.163) (-0.337) (-2.114) (-1.655)

Lij 0.614 0.536 0.598 0.568
(3.792) (3.167) (3.570) (3.349)

-2 0.832 0.824 0.827 0.829
R

Note: t-values in parentheses.
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Summary and Conclusion

Migration trends prior to the 60s, during the 60s, and in the first half
of the 70s appear quite consistent with the shifting pattern of economic
activity during those periods, as discussed in Hermoso's Special Study.
Population movements prior to 1960 were largely from Luzon regions and
Eastern-Western Visayas to the NCR and Cagayan Valley, and from the
Visayas to the frontiers of Mindanao. During the 60s, there was an apparent
shift from frontierward to urbanward migration - in accord with the indus-
trializing character of the economy which revolved around the NCR and,
gradually, also the Southern Tagalog region. Subsequently, the urban-indus-
trial orientation of population movements became more pronounced, with
Cagayan Valley and Mindanao losing their relative attractiveness and
Southern Tagalog-Central Luzon becoming a more integral part of the CIR.

An analysis of the determinants of population movements ltighlights
the key roles of economic (employment) opportunities at destination,
kinship network and ethnicity, and educational level at origin. While these

factors facilitate migration, thus generally allowing people to improve
their lot, it should also be noted that high poverty incidence prevent certain
segments of the population from moving to where they might be better off.
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Appendix A

Specification of Variables

DependentVariable

The dependent variable, interregional migration rate between t-1 to

t (mij) , is defined as:

Mij

mij = _xl,O00

where:

Mi j -- the number of migrants from i to j,

Pi = mid-interval population of i exposed to the risk of migrating.

To test the hypothesis that responses to migration stimuli vary with
the migrant's demographic characteristics, the dependent variable was
disaggregated by sex and age for 1970-75. The age groups considered were:
15-29, 30-44, and 45 and over.

Independent Variables

Employment Opportunities. This variable is defined as the ratio of

business establishments in a region in 1961 and 1972 to the total population
of the region during the census years 1960 and 1970, respectively. Sources
are the Economic Censuses of 1961 and 1972.

Farm Density. This is expressed as the ratio of total farm population
in 1960 and 1970 to total farm area (in hectares) in 1960 and 1970 of the
region. Data are from the Census of Agriculture, 1960 and 1971.

Average Family Income. This variable was based on family income data
of the Family Income and Expenditure Survey (FIES) for the years 1961
and 1971 of the then Bureau of Census and Statistics (now NCSO).

Education Level. In 1960, educational level was defmed as the pro-
portion of population with completed elementary education. For 1970,
available data pertained only to proportion of population 25 years or over
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with completed elementary education. Data are from the Census on Popula-
tion, 1960 and 1970.

Irrigation at Origin. This refers to the ratio of farm population in 1960
and 1971 to total irrigated farm area (in hectares) of the region in 1960 and
1971, respectively. The source is the Census of Agriculture, 1960 and 1971.

Poverty Incidence at Origin. Poverty incidence is def'med as the propor-
tion of the region's population failing below the poverty line in 1971. The
two main criteria for determining the poverty line are the consumption
basket of the "representative poor" and the "least-cost" consumptionbasket
necessary to meet the specified minimum needs of a household. Data are
from the World Bank Report on Poverty (1980) based on the BCS, Family
Income and Expenditure Survey, 1971.

Unemployment Rate. For 1960-70, unemployment rate is defined as
the ratio of unemployed persons to the total labor force of the region in
1961 from BCS, Facts and Figures about the Philippines, 1963. For 1970-
75, data on unemployment rate come from the BCS Survey offtousehold
Bulletin, 1971.

Transportation Access. Distance between two regions is measured in
terms of transportation access. The modes of transportation considered are
land and water. Air transport is excluded since migrants generally do not
travel by air (because of its high cost). When regions are separated by bodies
of water, water transportation is considered more significant than land.
The reverse appfies when regions are linked by land. A dummy variable
of 1 is used to indicate the presence of sea and/or land transport, 0 other-
wise. The presence of primary and/or secondary port for the paired regions,
suggestive of the availability and frequency of interisland vessels, is used
as an indicator of access via water transport. On the other hand, access by
land transport is based on paved, concrete or asphalt roads connecting
paired regions. Data are from the Ministry of Public Works and Highways.

Language and Ethnicity. This variable reflects language and cultural
similarities between regions. A dummy variable of i is used to indicate the
presence of at least one common major dialect between regions, 0 otherwise.

Migrant Stock. The migrant stock variable is

MSij -- Mij x 1,000Pj
where:

Mi j ffi number of persons born in i and living in j during t-i,

Pj = population ofj at t-i.



SOME EXPLANATIONS ON
FIRM LOCATION IN A
DEVELOPING COUNTRY
Cayetano W. Paderanga, Jr.

Some analysts have doubted the applicability of the standard
approach 1 to ftrm and industrial location to less developed countries
(LDCs). In relation to this, this paper aims to adapt the standard model

to LDCs somewhat along the lines suggested by some of these writers. 2
The main thesis is that in contrast to developed economies, LDCs are seg-
mented into regional markets that interact rather minimally with each other.
Because of problems in transportation and other infrastructure services,
prices of products are often substantially different from one region to
another, a fact that may also be true of the prices of production inputs.
These and other differences have served to limit the applicability of the
standard model to less developed economies.

Industrial Location in LessDevelopedCountries

As mentioned, for various reasons, practitioners have been dissatisfied

with the standard model because of its failure to explain and predict the

urbanization and spatial development patterns of less developed countries. 3
Among the patterns that do not seem to agree with conventional theory, for
example, are the persistent attraction of the capital regions in LDCs despite
the presence of cost advantages in the other regions and the increasing
disamenities of congestion in the country's capital.

1 See for example Alonso (1968, 1970a and 1970b), Richardson (1979) and
Myrdal (1957), among others.

2 Especially Alonso, ibid.

3 Even after the difference between actual observed spatial patterns and the ex-
pected patterns due to the inertia of fn-ms in locating or transfering caused by the
longevity of capital equipment, has been considered.

319
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Several writers have shown increasing disappointment with the con-
ventional approach and have presented reasons for ffs failure to provide an
explanation for the actual patterns.

Richardson (1979), for instance, puts forward one of the more sweeping
indictments against what he terms the "neoclassical model". According to
him, the assumption of uniform prices and inputs and marginal adjustments
in order to attain profit-maximization is so far from the realities of LDCs
that the whole apparatus should be discarded entirely. He favors the use of
the spiral-backwash effects model proposed earlier by Myrdal (1957). He
has proposed the use of attraction and repulsion indices to make the ap-
proach operational.

Alonso (1968) attributes the failure of the standard model largely to
the inattention of researchers to the influence of agglomeration economies
and the perceived uncertainties present in locating in undeveloped regions
(e.g., uncertainty as to the presence of all types of skilled labor). However,
further research is needed before quantitative indications of the effects of
these uncertainties could be made.

Miranda (1977) has formulated a model that explicitly incorporates
the influence of "non-economic factors" in the industrial location decision.

The difficulty of identifying these non-economic factors that systematically
influence location decisions, coupled with the difficulty of determining how
much weight to give to each factor, makes the model even less immediately
operational than Alonso's explanation.

This paper attempts an adaptation of the standard model with the

incorporation of two factors that may be mutually reinforcing:
(a) regional fragmentation in LDCs; and
(b) disparity of information about regions, with the resulting informa-

tion edge in favor of the national capital region.
These additional aspects are not mutually exclusive and neither do they
exclude the previous explanations. Rather, they provide further directions
for the possible modification of location theories for adaptability to LDCs.
Further, these aspects explicitly consider conditions in LDCs.

Conditionsin LessDevelopedCountries

The main characteristics of most LDCs is inadequate means of trans-

portation and communication among different regions of the country.
The national economy is fragmented into several largely independent re-

gional sub-markets which have minimal interaction with each other and
which interact relatively more with the main metropolitan region regarding
products that require a national market (e.g., cars and household appliances).
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Demand and cost surfaces are not smooth over the whole national geographic
space. Rather, these surfaces are akin to broken plates, corresponding to
regions, that do not strongly interact with each other. Prices of products
and inputs may be substantially different from one region to another.

This modified explanation explicitly incorporates the market frag-
mentation of LDCs into the conceptual decision process. Because of the
disjointedness of the regions comprising the national market, the location
decision consists of two steps:

a) making the choice of the regional market to operate in given
constraints, and

b) making the choice of a specific location within the regional
market chosen in the first step.

This two-step process is formally shown in the following equation,
with two subscripts explicitly introduced in the profit function:

R = Revenue
(1)g ji = Rji - Cji C = Cost

where j corresponds to the jth regional sub-market and i represents the
ith location within the jth region. In our model, the j subscript signifies a
different set of demand and cost surfaces for each j. The level of each
surface may be radically different from the corresponding surfaces in the
neighboring regions.

In the static version of the model, the decision-maker fast decides over
the j's before deciding over the i's. This consideration is graphically illus-
trated below, contrasting the case in DCs (Figure 1) from that in LDCs
(Figure 2).

P

__-_x Demand

Cost

0 i

Figure 1. Demand and Cost Surfaces in Developed Countries*

*In models that emphasize only one side (e.g., transportation cost minimization),
the other side may implicitly be assumed to be a horizontal line.
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Figure 2. Demand and Cost• Surfaces with Market Segmentation in LDCs
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The Effect of a GeographicallyFragmented Market

An explicit consideration of the division of the national market into
regional segments is needed for the conventional model to be useful for less
developed countries. First of all, recognition of the importance of both sides
of the profit equation implies that attention can no longer be focused on
the point of minimum cost or maximum price alone. The incorporation of
regional fragmentation further implies that in terms of regions, the optimal
choice is not the highest demand surface or the least-cost surface region.
Inattention to one term of the profit equation is no longer admissible, even
as a rough approximation. The region with the maximum distance between
the demand and cost surfaces has to be explicitly searched for.

Even the consideration mentioned above is not enough. The static
view of looking for the absolute distances between the capitalized value of
the revenue and cost surfaces is still wanting. In fragmented markets, the
directions and magnitudes of change of the financial surfaces will vary from
one region to another.4/ In some regions, the changes may be in the same
direction for both revenue and cost; in others, the changes may go in oppo-
site directions. Not only does the decision-maker have to look closely at the
capitalized difference between revenue and cost (profit) for each region, he

also has to gauge how the revenue and cost surfaces will change over time,
because these changes may radically vary among regions. We formally show
this by introducing a rate of growth in the current values of revenue and
cost to the definition of the capitalized value of profit.

(2) "_j = f T (Rjtee t _ Cjte_t ) e.atdt
O

where _ = growth rate of revenue

_' = growth rate of cost; the i's are dropped for simplicity,

a = discount rate.

The explicit introduction of these growth rates emphasizes that more than

normal care is given by the decision-maker in his appraisal of the region's

4 This is also true to some extent in developed economies; however, the dif-
ferentials are greatly magnified in LDCs because changes in any region are confined
there.
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prospects in both sides of the profit calculus. £, for example, may be af-
fected by the region's overall growth rate, expansion of the regional com-
munication network and other factors. "r, on the other hand, may be in-
fluenced by the change in the region's cost advantages, among other things,
as other f'trms move in by the agglomeration economies of having numerous
firms in the satne area. An explanation that ignores the effects of regional
fragmentation on the movements of the demand and cost advantages for
each region will not be able to explain the locational choice of f'trms that

takes into consideration the effect of differential changes of the regions
into their calculations.5/ Conventional theory, which appears to have ex-
plicitly neglected the treatment of this aspect, may have left out a sub-
stantial portion of the reality in LDCs.

This aspect is particularly important in the attempt to measure the
impact of government policy on urbanization and spatial development.
Too often, researchers and policymakers have considered only the direct
impact of policies on industries. The indirect effects through differential
changes among different regions have been neglected. For example, while
some studies would assert that government macro-economic and growth
policies favored the national capital region for fn-m and industrial location,
the cumulative effects of all the infrastructure that are put in just to service
the firms that are in place serve to make Metro Manila even more attractive

to potential entrants. Increased prospects of new production further increase
the expected growth of demand in the region, which, in turn, further in-
crease the expected profits for the location. Because of regional fragmenta-
tion, the changes will be confined to the region. As a result, the attractive-
ness of Metro Manila persists and even widens over time.

The Effect of Information Scarcity

Another important feature of LDCs is the role that the capital region
plays in the accumulation, processing and dissemination of knowledge and
information. National newspapers and magazines are invariably based in the
nation's capital, which is also the hub of communication facilities. More
important, perhaps, is the fact that the main educational institutions are

also found there. Consequently, the probability is high that most entrepre-
neurs would know intimately only two regions of the country: his native

region and the national capital region. Because of the high cost of gathering

5/This is particularly important with regard to the national capital region which
seems to enjoy a positive correction factor in the view of most decision-makers.
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information in all aspects, the locational choice must often boil down to
that between the two familiar regions,

j

where c -- capital region

j ---native region of the entrepreneur.

The probability that the investor will choose Metro Manila is positive in each
case. This choice is repeated for investors from the other regions - and each
time, Metro Manila receives a share of new firms inordinately larger than its
objective attractiveness. As the location decisions are added up over all the
regions (of origin of entrepreneurs), the national capital region starts to get
a share of new business disproprotionate to its "objective attractiveness"
(i.e., over and above the normal considerations which include agglomeration
economies).6/ Any exploration of industrial or firm location that does not
consider this information scarcity in LDCs will be incomplete in explaining

the spatial development patterns observed in those countries. The inter-
action of the effects of information scarcity with those of market frag-
mentation results in the persistence of the national capital center's attractive-
ness for f'n_n location in comparison with the other regions.

LDC Conditions and Government Policies

The two features of less developed economies discussed earlier provide
the national capital region with built-in advantages over other regions. They
also magnify the differential whenever an initial impulse is applied to the

primate city. In LDCs, growth and trade policies during the past four
decades have typically introduced a tendency for fh-ms to locate close to the

capital. Regional fragmentation has exacerbated the bias by containing the
effects of these policies within the main region. The differentials build up
over time and significant concentration of economic activities over and
above their natural advantages accrues to certain regions.

6/In a static sense, this cannot happen. As f_rms agglomerate in a region, their
number will be limited by the volume of output that will be optimal for production in
that region. However, dynamically, the objective advantages of that region could persist
ff the regions' resources also expand in response to the increase in economic activity.
The inflow of resources will, in turn, increase demand for some of the region's products.
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The foregoing explanation is a partial account of the existing locational
pattern in LDCs. It doos not rule out the presence of other influences.
Rather, it incorporates some spatial characteristics of LDCs and the per-
sistence of the attraction of the national capital region in a consistent
manner. It attempts to place the role of trade and growth policies in the
context of spatial development. Helping initiate discussion in this direction
may ultimately be the purpose best served by this paper.



ON THE RELATIONSHIP BETWEEN
MIGRATION AND FERTILITY
Ernesto M. Pernia

Introduction

Most of the studies on internal migration and fertility conclude that
migration leads to lower fertility. They show that urban in-migrants have
lower fertility rates in comparison not only with rural stayers but also with
native urbanites (e.g., Macisco, Bouvier and Weller 1970; Hendershot 1971

and 1976; Goldstein 1973; Ro 1976). Apparently, these f'mdings have
formed the basis for the belief that rural-to-urban migration is a good thing
insofar as the national goal of fertility reduction is concerned.

The relationship between migration and fertility has been explained
by sociologists in the context of the social mobility theory or the assi-
milation model. 1 Very briefly, the social mobility model posits that the
process of rural-to-urban migration is selective of those persons in rural areas
who have the aspiration and motivation for upward mobility; such aspiration
is often coupled with the preparation and ability to bear the economic and
psychic costs involved in migration, as well as cope with the demands of
urban life. The assimilation model, on the other hand, assumes that urban
in-migrants of average socioeconomic background gradually adapt to city
life by acquiring urban characteristics, including the propensity for low
fertility.

*The paper has benefited from suggestions made by Dean J6se Encarnaei6n, Jr.
and Professor Richard F. Muth as well as from other comments raised at the faculty
seminar. I acknowledge the programming assistance provided by Fe Lisondra, research
assistance by Minerva Generalao, and typing by Aria R. Aureo. This paper appeared in
the (Philippine Review of Economics and Business), Vol. XVIII, Nos. 3 and 4 (1981).

1These are also referred to as the selection or adaptation model, respectively.
To my knowledge, there is no economic analysisyet of the relationship betweenmigra-
tion and fertility, except Encarnacion's(1977) review of the subject (pp. 333-335).

327
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These two models notwithstanding, there are studies that have come up
with conflicting results. Some studies on U.S. data show that urban in-

migrants have higher fertility than native urbanites (Goldberg 1959, Duncan
1965, Macisco 1968). Others reveal that there is no significant difference

in fertility rates between migrants and urban natives, as, for instance, in
Chile (Tabah and Samuel 1962) 2 and in Peru (Alers and Appelbaum 1968);
or that the fertility of migrants is higher than that of natives, as in Brazil
(Iutaka, Bork and Varnes 1971). Zarate and Zarate (1975) suggest that
these inconsistencies may be explained by: (a) the differences in research
designs and procedures, (b) the non-use of historical or comparative con-
texts, and (c) the lack of a systematic framework or organizing scheme.

The purpose of this paper is to propose an alternative model of migra-
tion and fertility that may help disentangle the conflicting results of earlier
studies. The next section presents such a model. Subsequently, the model
is tested against Philippine data from the 1973 National Demographic

Survey. The concluding section draws a couple of implications for policy
and research.

An Alternative Model

We consider a "migration cycle" which may be defined as extending
from the time before migration up to the time when the migrant family
is already fully adjusted to the place of destination. Prior to migration,
the fertility rate is relatively high (although perhaps generally lower than
the rural average) and this would still be reflected on arrival at destination.
After arrival, the migrant family (especially the wife) experiences dislocation
and difficulties, both economic and psychic, which tend to hamper child-
bearing. Later on, after the family starts to adjust to the new environment,
childbearing becomes easier and the fertility rate goes up as the couple tries
to attain its desired fertility.

This model implies that the relationship between fertility and migra-
tion status (or exposure to destination) is not linear but rather U-shaped,
contrary to that denoted by the social-mobility (or selection) and assimila-
tion (or adaptation) models. Figure 1 depicts the migration-fertility rela-
tionship of this alternative model and compares it with the sociological
models.

In some sense, the logic of this model derives from the threshold

model of fertility and income (education) developed by Encarnacion (1973).

2By contrast, a later study by Elizaga (1966) shows that migrant women in San-
tiago, Chile have lower fertility than natives at practically all ages.
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a. MigrationCycleModel

i ",,.
g D

"'"'" I [ I ""'
short-run medium run long run Migration*

b. Adaptation Model**

I I Ill I

Migration*

c. SelectionModel*_*

| L I

Migration*
Figure 1. MigrationandFertility Relationship

*Thismay be specifiedasurbanexposureifmigrationisrural-to-urban,orsimplyex-
posuretothenew environment'ofdestination.

**Alsoreferredtoasassimilationand socialmobilitymodels,respectively.The curveof
theselectionmodelisdrawnflatteron theassumptionthatfertilityisalreadylowbefore
migration.
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In that model, fertility rises with better health and nutrition (improved
fecundity) occasioned by increasing income (or conversely drops with
lower income) up to a certain threshold; thereafter, it starts to fall due,
inter alia, to the rising opportunity costs of children.

In the present model, which may be called the "migration cycle"
model, fertility declines as a result of the economic and psychic hardships
caused by displacement, as denoted by segment AB of Figure la. This may
be a short-run phenomenon lasting up to three or so years. Section BC
illustrates the period of adjustment (medium term) to the new environment
when childbearing starts to become easier, resulting in rising fertility. It is
very possible that, in the long run, with further increases in income and
education and fuller assimilation to the urban culture, fertility diminishes,
following the usual argument, as indicated by the downward-sloping broken
line CD.

It would seem then that sociological models of migration and fertility,
such as the adaptation and selection models (Figure 1b and c capture only a
segment of the migration cycle, namely, the short-run effect AB or the
long-run effect CD (Figure l a). They do not reflect the medium-run effect

Cost

0 ....... number of children

Figure 2
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BC. Other studies that report higher fertility rates for migrants than non-
migrants, as mentioned above, may well be referring to this medium-run
effect. 3

The migration-fertility relationship may alternatively be explained
using the standard demand and supply framework, as in Figure B. Migration
fin-stshifts the supply curve of children upward to the left from S to S'. After
some interval (period of adjustment), the supply curve shifts back downward
to the right. In the long run, the demand for children may fall from D to D'
as the household assimilates the urban culture and the opportunity cost of
children rises.

Empirical Test

The model can be tested against Philippine data from the 1973 National

Demographic Survey (NDS). 4 This data set offers us a unique opportunity
for such a test because it includes information on place of residence at three

points in time in addition to place of birth. This comes close to our defini-
tion of "migration cycle."

The relevant sample for the present study consists of single family
nuclear-type households, with wife married once, and giving the needed
information. These number 2,228 in all. We also test the model for rural[

urban origin and destination using smaller sub-samples.
The regression equation is specified as

CEB = f (AM, AGE k, ED n, YN, YX, MIGm)

where:

CEB = number of children born alive;

AM age of wife at marriage;

3It is interesting that Goldstein (1973) finds the fertility of lifetime migrants as

not very different from that of non-migrants in destination, but that of five-year migrants
to be considerably lower. The former would seem to correspond to point C and the latter
to point B of Figure la.

4The 1973 NDS has been used in a number of economic_demographi¢ studies.
For a description of the survey, see, e.g., Pernia (1978).
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AGE k = 1 if wife is in age group k, O otherwise,

k= 4ifageis15-19years
5 ifageis20-24years
6 if age is 25-29 years
7 if age is 30-34 years
8 if age is 35-39 years
9 if age is 40-44 years;

EDn = 1 if wife has education level n, O otherwise,

n = O if no schooling
1 if 1- 4 years schooling
2 if 5-7 years schooling
3 if 1-3 years high school
4 if high school graduate
5 if 1-3 years college
6 if college graduate;

YN = rain (O, Y- 2.5);

YX = max (O, Y- 2.5);

MIGm= 1 if family is migrant type m, O otherwise,

m = Oifnon-migrant
1 if 1970-1973 migrant
2 if 1965_1970 migrant
3 if birth-1965 migrant.

The expected sign of m = 1 is positive (corresponding to point A of Figure
la), that of m ---2 negative (point B of Figure la), and m= 3 positive (point
C of Figure la).

The regression results are presented in Table 1. The control variables
(age at marriage, age, education and family income) turn out more or less as
expected. At the same time, the migration variables bear out our hypothesis
of a U-shaped migration-fertility relationship in all cases, except in the rural-
rural case (although many of the t-values are insignificant). In this latter

case, the relationship is monotonically upward sloping, which is actually
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not surprising. For rural-to-rural migration would hardly involve an adiust-
ment problem and the migrant family may immediately improve its lot. 5

Conclusion

The implication of the model is rather intriguing because it challenges
the common view that migration invariably leads to lower fertility. It seems
that this supposed demographic benefit from migration is more apparent
than real. If one views migration in a broader context (as a "migration

cycle"),' one finds that its relationship with fertility is not as straight-forward
as often shown by previous studies. These studies usually considered only
one migration interval, thus focusing on only one segment of the migration
Cycle.

It would seem that, after offering a temporary relief of the fertility
problem, migration tends to aggravate the problem. Although this may not
be considered a sufficient argument against migration, what this implies for
policy is to hasten the period of adjustment (or shorten the medium term)
for migrants so that sustained fertility decline can occur sooner than other-
wise. This is no controversial prescription since government-sponsored
social services (e.g., education, health and family planning services) should
be provided the poor, which include most migrants.

Finally, an obviou_ implication for further research is to test the model
with longitudinal data" so that it can become more predictive. Likewise,
testing the model against data on other countries should strengthen or weak-
en our confidence with the model.

5Some support for this conjecture is lent by Oey's (1975) study of Javanese mi-
grants to Lampung (as cited in Encaraaci6n 1977).

6In this case, the fe_Rity variable will not be def'med as CEB but fertifity rate per
a given time period.
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Table 1. Regression Results of Migration Cycle Model:
Philippines NDS 1973

Variable All Cases Rural-Urball Urban-Rural Urban-Urban Rural.Rural

AM -0.2618 -0.2323 -0.2776 -0.2256 -0.2781
(-28,0052) (-14.5966) (-20.6338) (-t 1.9287) (-20.5045)

AGE5 1.4030 1.6157 1,4537 1.1280 1.3342
(7.1328) (4.4636) (5.3144) (7..7220) (5.2534)

AGE6 3.0376 3.1571 3,0398 2.8370 3.0167
(15.5958) (8.8216) (I 1.1716) (6.5469) (11.9912)

AGE7 4,5493 4.5254 4,7135 4.0961 4.6565
(22.9532) (12,4637) (17.0730) (9.3585) (18,1239 )

ACE8 5.6049 5.2362 6.0081 4.6702 5.9885
(26.2364) (13.4361) (20.0000) (9.9506) (21.5644)

AGE9 6,5596 6.8063 6.6610 5.9619 6,6415
(26.7558) (15.3218) (19.4514) (10.8722) (20.5308)

ED1 0,0566 -0.0657 0.2399 0,3512 0.0718
(0.4146) (-0.2500) (1.4131) (1.1902) (0.4235)

ED2 -0.0451 0.0670 0.0385 0.2419 -0.0248
(-0.34t4) (0.26251 (0.2342) (0.8358) (-0.1501)

ED3 -0.1910 (0,0018) -0.2022 0.3456 _0,2866
(- 1.2385) (0.0063) (-0.9538) (1,0863) (- 1.3421)

ED4 -0,3970 -0.3074 - -0.4602 0.1272 -0.3305
(-2,3754) (- 1.0538) (- 1.7209) (0.3932) (- 1.2714)

ED5 -O.2243 -0.1942 0.0660 0.0440 0.0144
(-1.0362) (-0.5267) (0.1780) (-0.1138) (0.0354)

ED6 -0.3631 -0.4093 O.1244 -0_2470 0.0573
(-1,8433) (-I.2225) (0.3571) (-0.6902) (0.1748)

YN O.1225 0.0721 0.1298 0. I 114 0.1470
(2_7790) (0.8937) (2.1384) (1,2644) (2.4930)

YX -0.0296 -0.0074 -0.0544 -0_0132 -0.0654
(-1.5612) (-0.2376) (-1.8799) (-0,4208) (-2.2031)

MIG 1 0.1969 0.1947 0,4655 - 0,2833 0.1258
(1.5837) (0.8955) (I.7647) (-1.2028) (0.4871)

MIG2 -0.0934 -0,0451 -0.0446 -0.6139 0.2171
(-0.9242) (-0:2588) (-0.2287) (-3.0702) (1.0228)

MIG3 0_3827 0.2439 0.3302 -0.0919 0.5973
(4.8864.) (1.8326) (1,8449) (-0.4492) (5.0140)

Constant 5.5339 4.8792 5.6132 4.9380 5.7796

__3

R- 0,4994 0.4404 0.5433 . 0.4277 0.5376

N 2,228 760 1,035 563 1,144

Note:t-_alueareia parenthe_eDunderre_ion coefficients,
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