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Part I: Dimensions of Regional Growth
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I. INTRODUCTION

L2ttle is known about the economic perforﬁancé of the
“if 'diffepgpt regional ecpﬁomieé of the Philippines. This present
state okanowledge about regional economies is due in part to
a lack of regional orientation of economic policies. As an in-
‘dication of this, né regional econémic accouﬂts have been con-
structed for the Philippines. Thus, up to now, little is known
féé'« o aboﬁt‘howvmugh is the relative size of §ne regionél_écqnomy com=-

pared to another, ' : g;p
. . ';ﬁ“t

This paper represents an attempt to quan%ify %ﬁe dimeng

L

‘_%‘ | sioné'offgrowtﬁ of the different‘regional segments of the coun- ¢ ?
try b& rgiafing them to national economic growth. A sucéeéding ‘
N'pébéfwaiil analjze the reasons fof these dimensiéns of grqwth‘
and;m;ke‘folicy suggestions towards emphasiiing regionél eco-

¢ pomic growth.

To accomplisﬁ the major objecti&e of Quantifying growth

fg:.by:regions,tﬁis papér will show the direction of economic growth

4 *The financial -support for this study has been provided
by the Rockefeller Foundation and the School of Economics, Uni-
versity of the Philippines. However, the author alone is cul-
‘pable for any errors. . Thanks are also due Miss Helen Reantaso

for research assistance and Miss Rosalita Centeno for clerical
help. ' ' S



of the regional economies and of their relative total and per

capita gross output levels. In order to achieve this, a pro-
digioué job of constructihg regional economic accounts would
be necessary. We choose‘hére_a methbd of esfimating'gross
regional product which is simpie and readily made once the key
data are available.® Given limited time and the need for im-
portant  information on the subject matter, we‘beiieve this
simple mefhod is probably preferable to the more expensive,
time-consuming, and laborious task of building specific re-

- gional economic accounts. This excuse, while valid fdr the
single researcher whose interests are diQefse, cannot be used
by agencies whose work it is to compile economic accounts for

the country. .

II, USE OF PROXY INFORMATION I "_ ;i
| ‘ To make an approximation of_regional income changes,
data on local public fiﬁance will be utilized as surrogate in-
formation. The choice of these data depends on the wellknown
result thaf fiscal data -- taxes and expenditures -- move in

the same direction as incomes. Thus, with some adjustments,

15 gimilar method applied to measuring long run out-
put for the Philippine economy is described in G.P. Sicat,
"On the Measurement of Long Term Output," Conference on Growth
of Output in the Philippines (December 9-10, 1966, Los Bafios,
Laguna), forthcoming in The Philippine Economic Journal.




fiscal data may be used as surrogates for output, whigh will

be assumed to be gross product. At some later point, com-
parisons will be made with estimates of output based on inde-

pendent statistical information.

. Local public flnance data are taken from the General
. Auditing Oiflce. Gross revenue and expendlture data of local
governments provide the data ba81s of this study.2 It is es-
sential to enumerate the 11m1tat10ns of our current method for
measuring regional gra;a product (GRP). Firstly, tax data are
.likely to be poor indicatofs of GRP levels because of @ifferf
‘ences in the ‘collecting efficiency of each local government. )
The poorer and more remote an area, the less is the efficiency

of -the administrative machinery. Seécondly, inter-temporal_tax

i e
data may include changes in the structure of the tax system \g ;"g

between the periods examined. Some local governments may have

raised local tax rates or tapped new sources of taxes. Thirdlyf'

between the two periods, the collecting efficiency of 1oca1 gov-

ernments may have improved., However, the changes in collectlng

2The following are the deflnltlons of the local reve-
nue and expenditure data: -

- Grose revenue consists .of revenue from taxatlon, in-
cidental revenue, and-receipts from operations.

Revenue from taxation refers to the total or sum of
the following: internal revenue ‘allotment, real property tax
for the current and all preceding years, special assessment,
re81dents tax, taxes on agricultural products, franchise tax,

p’

%
i



efficiency are positively related with the deVelopment of the

region. | Thus; the differential changes in fiscal efficiency
capture changes in the gross regional product. Fourthly, the
expenditures of the regionallgovernments.do not include na-
tional government éxpehditures in those regions. Tﬁe expendi-
ture data would be closely correlated with tax data; because
the maﬁor soﬁrce of local’lgovernment finance are 16ca1 reve-
nues{ Singe normally they cénhot,incur any deficits in théir
openation; unless supﬁorted by national government‘funds,théir 
operations:are 1imifed to their revenue incomes. Using our
previous reasoning, ‘local expenditure data are highiyvasso-
ciated, too,-with»incomé changes. ‘Finally, the data aré not
deflated by any'price levels. There haQe been dramatic price

)
. : 3 ir
changes from 1948 to 1966, but the method of presenting rela-+ ?

tive regional growth rates will be independent of price changes.

special license tax, weight and measures, municipal licenses,
taxes on income, inhéritance and gifts, alien registration
fees, sales of forfeited property, and other revenues. '

Ezpenditureé are actual expenditures of the local
governments, not planneéd expenditures. .

The data are derived from:

Reports of the Auditor General to the President and
the Congress of the Philippines on Local Governmente and Pro-
vineial Hospitals, 1955 (pp. 61-62); 1961 (pp. 67-69)3; 19686
(pp.‘22-61). ' v
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In quantifying the dimensions of regional economic
growth in the Philippines, two important things should be
stresSed:- rates of change and levéls-of GRP. It shall be
shown below that the qualifications just enumerated are not

serious obstacles to the measuremenfs of both items.

Rates of change of GRP. It is possible to have rates

of change by region quantified by simply using the rates of

i changg-of the proxy data. But in the event that therg'is some %?5
bias of one kind or another in the ﬂafa, the rates of change B
estlmates will also be biased. With the introduction of the

- estimates of reglonal growth elasticities based on measure- >
ments from the surrogate data, this systematic bias is elimi-

nated provided the blas in the total and the regional values

#i
of the surrogate are in the same direction. A reglonal growth '!
glasticity'will tell by how much GRP grows for every one .per P

cent of GNP'growth.

On the basis~ofa priori knowledge about the develop-
ment of the Philippine eCOnoﬁy and the nature of local finance
~data, it is to be expécted fhat if there is any data bias from
local finance information as a reflection of total economic
activity, the bias of data on individual regions and on aggre-
gates of regibns'are in the same direction.i For instance, if

total revenue collections as a per cent of gross national

¢ .



.P ;. oo

product has been rlslng thpough time, it must be bécause re-

l!

glonal collections as a p¢r ;¢nt of gross reglonal product

N

have been rising, too. Theébge of reglonal growth elastici-

ties also enables us to hanéi%ffeglonal ratps'of change biasj
it also helps to do‘away wlth pfaﬁiems of pfice éhanges. The
technical appepdix explains how these problems can be dealt
with by th; use of regional growth elasticities.

How do we move from‘régional growth elasticities-to
regional rates of change? Since the rate of growth of gross
national output is known, it is possible to translate informa-
tion oh growth elasticities by simply multiplying the known
national growth rate by.the_regional growth elasticity. - Or
else, simple information of thé growth elasticity iS’suffie ,
cient to indicatevfhe pattefn of rates of change. In.the - i,z
foilpwing, the regional growth elasticities are simpiy re- k

ported.

Levels of GRP. Levels of fiscal data help to indif

cate that ﬁaff cf income that is captured by'thé'fiscal ma-
Chinefy. A local government which experiences in its locality
' more economic activify would be able to capture more internal
~ tax revenues because more economic units will be making de-

' cisions that reveal themselves in income and expenditure flows.

' At one point or another, the expenditure or income flows will




pass through the tax instruments of the governments concerned.

Therefore, it is not impracfical to deduce certain conclusions
about income levels and their changes with thevuse of local gov-
ernment revenue data. Because of the high correlation between
revenues and expeﬁditures, the same can be said about local

expenditure,data.

Yet, what happens if local finance data have to be

sdpplemented'with additional'adﬂustments in order to help in-
"dicate the apprdpriate levels? Such adjustments'can'be made,
without ‘affecfing the nature of estimates for GRP, as the
technical éppendix shows. In a later section, too, when it
is necessary to estimate actual levels of regional output,
the additiohal assumptions will be spelled out more clearly. '»§‘§¢
IIT. REGIONAL,AND NATIONAL ECONOMIC GROWTH: 194861966r

The patterns of regional growth can be better ex- |
amined by knowing something about the magnitudes of growth of
the national economy. On the basis of sfatisfics‘of national
income, the.Philipp%pe gross‘national product e#perienced a
real growth of 6 fo 7 per cent per year in its equy pdstwar'
period up to 1961 and about 5 per cent per year from 1962 to

the presént. The rate of growth of population is 3.2 per cent

per year, as shown by the censuses of 1948 and 1960. The per




| caplta real growth rates of the gross natlonal product are there-

fore from 2.8 to 3.8 per cent in the early period and about 1.8

per cent in the later one.

‘.Ffom the viéwboinf of different regi§na1 economies, it
is desiped‘that qelétive growth rates be known'wi%hfrespect to
the growth of the national economy, both in absolute and in per
‘caplta terms. The ﬁer capita.growth figures are important be-

“cause of the strong population movements observed for dlfferent

reglons of the Phlllpplnes, which will be analyzed below.

To answer.these questions;‘ we report'regional gross

/product growth elast1c1t1es derived from local public finance -

| data. The ‘appendix to thls(paper explalns the method of com—
puting these GRP elasticities. As mentloned earlier, these . u

Egrowth elasticities per reglon show the growth of the %eglon s g

| GRP with respect to changes in GNP. An elasticity of unity 7
kimplies'that one'pef cent growth of the national economy is
also followed by a one per cent growth of the regional eco-
nomy. When the. growth elasticity exceeds unity, the reglonal
economy shows a higherlper cent growth response»to the growth
of the economy. Thus, the value of the }egionai growth'elas-'
ticity may be interpreted to‘imply the relative growth response

of the region for every per cent increase of the nétionfs GNP,

- .




The Bureau of the Census and Statistics (BCS) classi-
fication is adopted in the groupingvof regional economies in
this study. This classification divides the Philippines into
ten regional groups based 1arge1y on economic, ethnic, and geo-
graphic considerations. The decision to use this classifioe—
tion is partly based on the greater comparability between this
study with frture research, sircevfuture studies on regional
economies will probably be based on BCS regional classification.
There is one sllght modification in the cla351f1catlon here
compared to that of BCS. The rich mun1c1pa11t1es of Rizal Pro-
Vince, which are classified as part of Metropolitan Manila,

could not be dlsaggregated from the earlier local fiscal data.
Moreover, in view of the special 31tuatlon of Rizal provlnce 3"
‘relatlve to Metropolltan Manila, it was thought more . de51rable ?
to treat it as a separate region. Therefore, it was removed
from the Southern Luzon and Islands region of the BCS and
treated separately. This scheme permite us to examine the rela-
tive development of Rizal as a region compared to all the other

regions of the Philippines.. -

A. GRP Growth By Regional Totals

Table 1 presents estlmates of reglonal growth elas-

ticlties using as surrogates for output growth local gross

revenue and expenditure data. These two sets of data provide
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Table 1. GRP GROWTH COEFFICIENTS,

Regions

Metropolita? Manila
Rizal

Ilocos & Mt. Province
Cagayan Valley & Batanes
Central Luzon

Southern Luzon € Islands
Bicol

Western Visayas

Eastern Visayas

Southwestern Mlndanao
& Sulu

Northeastern Mindanao

- 10 -

1948=-1961
——_—*_

‘Low High
1.00 1.20"

2.23% 2.82

0.92 1.41%

0.42% 0.64
0.82 0.88
0.88 1.11
0.58% 1.64
0.53° 0.58
1.04 1.08
0.92% 1.00
0.76% 0.92

1948-1966
1961-1966
0.71° 1,01
1.90 3.14%
0.66 0,76
0.917 1.03
0.95° 0.97
0.77 0.91%
0.42  0.96"
1.00 1.06%
0.62 0.73%
1.31% 1.35 .
1.22% 1.61

.'Low-‘High

0.90% 1.01
3.02 3.90%
0.80 o0.97%
0.61% 0.8y
0.89

" 0.79 1.00*
0.74* 0.81
0.76% 0.79

0.7y 0,88%)
1.17% 1.27 |
0.99% 1.u0

1

Coeff1c1ents ‘marked by asterisks are those derived from
regional gross revenue data; those unmarked are computed from re-
gional expenditure data.

A 51ngle coefficient means that estimates of the GRP

'growth coefficient is the same for both proxy measures.

— ‘//




;independent estlmates of rates of movements of local govern-
‘mental flscalloperatlons. Although they are highly correlated,
rately,v.each one'would be an indicator of gross output
«mnvéments; Local gross revenue data would capture that part
of reglonal output which passes through the flscal machinery.
Local . expendlture data would reveal the relative extent of
local expendlture operatlons, presumably in response to local
31 " needs. The more well off the region, the higher the expendi-
| ture level. In addition, the faster is the rate of regional

growth, the faster also is the rate of expendf&ure change.

The estimates of regional growth elasticities are
presented in their two ranges, a high and aﬂ}ow'estimate,based
on the valueo derived from the two proxy measures of GRP. The
reader may w1sh to také a simple average of these two values 'i&. g
to get perhaps a more reliable measure of the relevanéxreglonal- *
:" ‘ﬁ elasticity coeff1C}ents. The coefficients with asterlsks are
thoée based on local revenue data, the unmarked ones on expendi-
ture data. The two estimates differ from each other in rela-
tively random fashion, so that the difference in the elasticity
measures are probably not due to any systematic bias on the part
of thevSPecific Prdxy for regional output. This evidence is

important because it confirms the relative reliability of the

meaounesvof the GRP.
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1948-1961,

We néte that this period marked a relatively higher per
annﬁm growth rate for the Philippine economy than in the suc-
ceeding period.: This therefofe implies that even while some
régional growth coefficients are-lower than for the 1ater ones,

the spec1f1c reglons under con31deratlon may have grown rela-

tlvely more in this perlod.

The growth of Metropolitan Manila and Rizal Province
is very evident in the figures relative to the other regions.
For every pef cent growth of output, Rizalvpbgvince showed
the highest rate of growfh, ranging from 2.2 ‘to é.8’per cent.
Metropolitan Manila, on the other hand, expanded by 1.0 to
1.2 per cent for the same period. The only other region with
a relatively hlgh growth response is Eastern Visayas, which g;vj*f
is domlnated by the growth of Cebu -- the prov1nce and the g; %
city. It is not particularly as easy to ‘conclude that the ‘
Bicol and Ilocés regions éﬁjoyed higher growth elasticities,
because of theldiversity in the range of the estimates’ of
these growthxéoeffibients. Moreover? these two‘regions did
not have any apparent high growth. The Bicol regiﬁn's prin-
cipal indgstriqs are mining and coconuts. The regign of

Southwestern Mindanao and Sulu, which includes Cotabato, Zam-

boanga, and Iligan City, appears‘UDhave grown in almost the

same pace as the growth of the national economy.
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The other regions showed lower growth response, meaning
that their growth ratestlaggec behind the_netional_growth.rates.
This pattern is quite obvious for Cagayan‘Valley and Western
Visayas. The lags of Central Luzon, Southern Luzon, and North-
eastern Mindanao, however, .are not very large. .Bnt knowingﬁ
that “the in?ome levels of these provinces are not high, as we
shall shortly show,v they were really experiencing widening
inequalities -- at the lower end -- in the regional distribu-

tion of income.

1961- 1966.

‘The years marklng the second period reflect the in-
fluénce of foreign exchange decontrol, the major economic
poiicy change of the 1960's. The decontrol policy favored T
the trad1t10na1 export sectors, which, of course, were ‘more N ?
dependent on agriculture.. We shall reserve analy51s of the A
reasons for the shlfts in regional growth in Part II of thls
paper. For our purposes here, we shall be content w1th de-
scribing the shifts in regional growth response patterns after

decontrol.

Decontrol apparently did not shift the regional growth
patterns to the disadvantage of Metropolitan Manila and Rizal.

The growth coefficients of Rizal appear not to have‘alterel

much. It is possible that Rizal has grown more relative to




- 14 -

the economy as one of the estimates of the coefficient shows.
Although the growth coefficient oftMetropolitan Manila appears
to have decreased, the evidence is not so conclusive, beéause
the range of thé-growth coefficient estimatéé appears close to
one. Thus, it may also be assumed that the region had not suf-
fered in any relative sense in tefms of growth response. The
growth coefficients/of the Mindanao regions are, by any measure,
higher than unity. Their values havevincreased quite signifi-
bcantly compared to the earlier period. Some of tﬁese regions
are just displaying the impact of economic growth bhased on the
wood products industries. ° But the growth of agriculfure in
this region, sparked by the policy change of the 1960fs and by

the rapid flow of new people to Mindanao, accountsvfor the re-

latively high ekpansion rates during this period. To a lessv 3

. , §
extent, the Cagayan Valley region shares the relative’shift in
growth rates that the virgin lands of Mindanao have experienced,

although the growth elasticity‘coefficient is only near unity.

The dramatic growth shift of Western Visa&as, the seat
of the sugar industry is easily noticeable. The change in the
coefficient from their early period values is quite substantial.
This progress can be attributed to the favorable position en-
joyed by sugar as a result, firstly, of Cuba's revolution and,

secondly, of decontrol.




fitional rice-producing re-
apparent increase in the value
buf'fhis increase is not substans

n-indication of growth shifts, however, ye

:

i that decontrol had slightly favored the region\q_

e

Central-Lugon. *
The regions whose relative growth coefficients showed
decreases are Eastern Visayas, Southern Luzon, and Ilocos,

although the Bicol région may also have suffered the same ex-

perience.

The relative growth pattegns of all the regions from
1948 to 1966 are shown in the last column of Table 1. In

Table 2, the differences in the growth elasticities for each Es

vy,
e N
. ° -s
RS .t R

specific measure are summarized. Note that the secon&'period
is compared to the first by deducting the second elasticities.
Therefore, a negative change implies an increase in the 1961-

1966 elasticities compared to the 1948-1961 estimates.

B, Per Capita GRP Growth, 1348-1966

The regional growth patterns discussed above concern
total regional output expansion and its relationship to national
‘output growth. In view of the regional differences in popula-

tibn growth, it is important to examine the movements of per



ACE OF GROWTH COEFFICIENTS,
-61 and 1961-66

Based on Expenditure

Difference in Growth Coefficients

Based on Revenue

Regions

A

I. ‘Metropolitan Manila
Rizal °
II. Tlocos & Mt. Province
III. Cagayan Valley & Batanes
IV. Central Luzon
V. SOuthern'Luzon § Islands
VI. Bicol |
VII. Western Visayas
VIII. Eastern Visayas
IX. Southwestefn Mindanao ¢ Suiu

X. Northeastern Mindanao

difference means that the

_Surrogate _____Surrogate
| *
-0.01 +0.49
%
+0.92 '-0091
+0,16" +0,75%
*
-0.39 ~0.49
-0.15 -0.07*
+0.11 +0.20%
+1,22 ‘ -0.38%
, * 5.
-0042' ) v -0.53 J“-i ; g
R ¥ )
+0.42 +0.35 :
]
*®
-0.69 -0.46

Note: A negative difference means that the 1961-1966 coefficients
are higher by the magnitude noted. Likewise, a positive

-1948-1961 coefficients are higher.

* . ) : . . _ N
. Derived by deducting the growth coefficient. of 1961-66
from the 1948-61 coefficients, done for each specific surrogate,
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capita output growth in relation to per capita national output.

This will be done now.

Table 3 shows fherdifferent rates of growth of popu-
lation and estimates of net migration by region. Tﬁe regional
population growth rates were derived from the two censuses 6f
population,lSRS and 1960. “We‘use, however, Pascual's estimates

3 Wwhich were also based on census figures. As

of net migration,
can be seen, the regiohs with low growth-rates are also those |

experiencing net outward movements of population. The regions !

with very high in-migration figures are Rizal province and the

two Mindanao regions, Cagayan Valley, aﬁd the Southern Luzon

proﬁinces; All the other regions appear to have'experienced

net outflow of resi@gnts, with perhaps the exception of Bicol,

which apparentl& had a near zero outflowf" Whén we compare the ;,f
~ internal migration statistics with the total regional}eutput ;# ?

growth elasticities, it is noted that those regions witﬁ high; ) %

in-migration are also those with high growth elasticities, : ‘

Thus; labor movements are in accord with wellknown Studig§'-e |

labor moves into areas of high eConomip_opportunity.

In making the computations of pér capita figures,

the intercensal annual population growth rates were used.
-~ .

o

3Elvira M. Pascual, "Internal Migration in the Phil-
ippines," Piret Conference on Population, 1965 (University of
the Philippines Press, Quezon City, 1966), pp. 333-i.
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Table 4. PER CAPITA REGIONAL GROWTH COEFFICIENTS, 1948-66

Regions ©.19u8-1961 1961-1966 1948-1966
- Low High Low  High . Low High
I. Metropolitan Manila 1.92% 3.00 0.77* 1.16 -~ o0.98* 1.20
Rizal ' 0.33* 1.00 1.2 2.50* 1.23 " 1.96*
II. Ilocos & Mt. Province 3.75% 10.00 0.75% o0.88  1.10  1.42*
ITI. Cagayan Valiey and (18.005.(i;75)*‘0.81* 0,96 0.17* 0.45
Batanes | ‘
IV. Central Luzon 1.00 1.08% 1.10 1,10 1.11%
V. Southern Luion and N : ' % | *
Islands 1.08* 6.00 0.90 1.08" 0,70 - 1,08
. VI. Bicol . (0.500%24,00 0.29 1.06% 0.65" 0.75
VII. Western Visayas 0.s8* 2.00 1.28 1.38% ‘1.20% 1. 30,
VIII. Eastern Visayas ~3.92" 30,00 1.02% 0.83 1.5 N 75*5
IX. Southwestern Minda- : * * , .
nao & Sulu (31.00) (2.42)% 0.73% 0,79 (0.07) 0.03)*

X. Northeastern Mindanao (9.00) (0.50)* 1.25% 1.74  0.77% 1.38

*Coefficients marked by asterisks indicate those derived
from regional revenue dataj; those unmarked are computed from re-
gional expendlture data.

A single coefficient means that estimates of the GRP
growth coefficient is the same for both proxy measures.




Populatid&’ %rapolations of regional population

to 1961 and , it was possible to project popula-

tion levels pér province on the basis of observations for the

census years ) and 1960.

1948-1961.

k*iaﬁle_u shows per capité regional growth elasticities.
The feéions with the highest growth response coefficients are
the Ilocos and Eastern Visayas. Coupled with the relative
high absolute growth elasticifies, thefnet'outflow‘of the popu-
lation has led to a higher share of GRP growth for the remaining
_ population. Howevgr, regions with high rates of in-migration f o
have also shown vefy,low growth response coefficients. In fact,g .
these are negative for the Mindanao regions and for Cagayan ¥ i'ﬁ

, ‘ I : |

Valley. ’ o ' ‘

- It appears fhat Central and Southern Luzon regional
per capita output growth rgtes’moveﬁ in the same direction as
national per capita output growth. The Visayas have experi-
enced apparentiy higher per capita GRP growth compared to the
nation's growth. We may find the pen»capifa reéional grthh
elasticities based on revenue 'figures more acceptable td those

based an the expenditure data, especially those in the period

l9ug8-61.,
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The above data do not yield immediate conclusions

about the economic factors affecting migration. The regions !

with high in-migration rates are the ones with negative GRP
growth elasticities and those with outamigration rates, with
relatively high per capita growth elasticities. On closer

examination, however, those regions w1th high 1n—m1grat10n

rates have on the whole larger GRP growth elasticities in the
sense of total regional economic performance. 'Thus, the in-
centive for migration is based on the total growth of the

regional = economy.

We should mention that Metropolitan Manila has. a
relatlvely high per caplta output growth coefficient. Using
only the estlmate based on per caplta revenue growth proxy,

;per caplta output in Manila rose by 1.9 per cent for every GS ;fs
|

. per cent increase of national output. Rizal prov1ﬁcé, how- Q

ever, which is the object of the highest in-migration rate
experienced by any region in the Philippines shows a slower
 per capita growth than the national average if we take the

lower estimate. ' )

1961-1966.
The per capita growth’elasticities also changed
during the second period.under study. The most noticeable

change is that the per capita growth coefficients are now



all positive. Thus, there is substantial increase in the per
capita growth coefficients especially of the regions which had

negative output growth elasticities in the previous period.

Regions with improved per capita groﬁth elagticities are
Rizal province, Cagayaﬁ Valley, Central Luzon, Western Visayas,
the two Mindanao regions, and_Bicol. The higher.grbwth elasti-
city for Western Visayas should be noted all the more because

this region has the greatest hectarage of land devoted to sugar.

Metropolitan Manila has apparently shown a relatively
slower growth after decontrol, as the fall in-its growth elas-
ticity shows, but when this is balanced by the growth of Rizal
provinée; which is really part of the greater Manila fegion,u
this observed fall of relative growth in Manila is only appapentg
In fact, the only reason why Rizal has a relatively(low growt?ﬁ ' g
elasticity is that the performance of the rich municgpalities ?
near Manila is pulled down by all the otheb poorer sections-of

Rizdl province.

The last column of Table U4 summarizes the estimates of
growth elasticities of each region for the years 1948-1966

and provides a summary pattern for the per capita growth

.9Recall that Makati, Mandaluyong, and other rich munici-
palities are grouped under Rizal, not Metropolitan Manila,
because of. the difficulty of disaggregating these from the
provinecial data.



elasticifiés fhﬁ§&gﬁ9ut fthejperiod under study. In Table 5,
the‘differencesfin the estimates of the per cépita regional
growth -elasticities ;‘_:'or i'the periods 1948-1961 and 1961-1966
are shown,'thus sﬁ@ﬁarizing the p;tterhs'observed in the pre-

vious table..

C, Regional Growth, 1948-66: Luzon, Visayas, Mindanao

| For convenience, all the regions of the Philippines
were subdivided into theif usual groupings, by island groups:
Luzon, Visayas, and Mindanao. The only difference of this
from the BCS classificafion is that Palawan}(which falls under
the Census.regidn Southern Luzoﬁ and Islands) is grouped with
Mindanao, because it has the same characteristics as that is-
land -- relatively large and untapped. We note also that the
regional coverage of the Mindanao Development Authority in- | i‘é
:

cludes Palawan. Ca

Table 6 summarizes all the informatidn. Part A shows
estimates of GRP growth elasticities; Part B shows the cor-

b responding per capita growth coefficienfs.}

On the whole, the period 1948-61 characterizes higher
i relative growth of Luzon compared to other regions of the Phil-
ippines. In the second period, Mindanao assumes the lead.~

Taking measurements from the growth coefficients based on re-

venues, for every one per cent growth of the nation's output,




Table 5. DIFFERENCE OF GROWTH COEFFICIENTS,
1948-61 and 1961-66

Difference in Growth Coefficients

: * Based on Expenditure Based on Revenue

Regions Surrqgate' Surrogate
I. Metropolitan Manila + 1,84 +1.15"
Rizal - 0.24 27"
II.’Ilocos € Mt. Province + 9,22 +3.00*
III. Cagayan Valley & Batanes -18.96 -2.56"
IV. Central Luzon - 0.02 -0.10*
Y. Soﬁthern Luzon § islands : + 5,10 0*
VI. Bicol +23,71 -1.56"
VII. Western Visayas | + 0,72 -0.80* i ;@?
VIII. Eastern Visayas 429,17 +2.90% g
IX..Soﬁthwestern Mihdanao-& Sulu -34,79 -3.15* “
X. Northeastern Mindanao -10.74 k-l.75* ,

Note: A negative difference means that the 1961-1966 coefficients
are higher by the magnitude noted. Likewise, .a positive
difference means that the 19u48-61 coefficients are higher.

* .
Derived by deducting the growth coefficient of 1961-66 from
the 1948-61 coefficients, done for each specific surrogate.
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Table 6. GRP GROWTH COEFFICIENTS, 1948-66:
LUZON, VISAYAS, MINDANAO

Part A, GRP Growth Coefficients

Regions 1948-1961 1961-1966 '19848-1966

Low High Low High Low High

k-1

Luzon (includes Manila 1.08 - 1,12 0.96 0,98  1,02. 1.05
and Rizal) : _

% - ®

* * : *

Visayas 0.7¢* o0.80 o0.81 o0.88* 0.76 o0.80*

Mindanao and Palawan 0.23* 0.96° 1.29*' 1.46 0.68* 1.32 -

¢ Part B, Per Capita GRP Growth Coefficients

Regions 1948-1961 1961-1966 1948—196& j
o . i
Low High Low High Low High
Luzon 0.08% 0.20 0.10 .. 0.10
* .
Visayas - 0.25° 2.00 0.09 0.12* o0.13 o.1*
Mindanao and Palawan (2.00) (0.33)* 0.10 (0.01)* 0.03

Coefflclents marked by asterlsks indicate those derived
from regional revenue data; those unmarked are computed from re-
gional expendlture data.

ﬁiﬂ ey OF m! mm
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Luzon experienced a growth of 1.12 per cent‘compared to 0.79
per cent for Visayas and enly 0.23 for Mindanao in 1948-61.
But in the secohd period, while Luzon grew in the same rela-
tive proportion as GNP growth, . Mindanao expanded by-ebout

1.29 per cent for every one per cent of GNP expansieﬁ?

In per capita terms, however, the Visayas appeared
to have soﬁewhat higher growth response .for every per cent
'ihcrease in GNP. Mindanao, due to high in-migration and re-
latively low growth elasticities in 1948-61, showed negative
per capita output for every increase in per capita total out-
put. But by 1961-1966,'thi8’picture is reversed.

D. Regional Growth: Selected Provihces and Chartered
Cities :

It is useful to examine fhe growth performance of . iﬁg
some provinces and cities. This provides a comparison with % ’
the different regional estimates of grewthjcoefficients in

the previous sgctions and enables us to fofﬁ more direct con-
clusions about the relative growth of other provinces or |

cities within each specific BCS region.

Provinces. Table 7 shows the estimates of the re-
gional GRP coefficients with respect to changes in total

output and in Table 8 regional per capita GRP growth coef-

ficients., It should be noted that data fof cities located




Table 7.
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SELECTED PROVINCES, 1948-1966

. %k
Provinces

Central Luzon
Bataan
Bulacan
Pampanga

Southern Luzon
Batangas
Cavite
Laguna
Palawan

Western Visayas
Panay
Negros Occidental
Negros Oriental

Eastern Visayas
Bohol
Cebu
Leyte
Samar

Southwestern Mindanao

Cotabato
Davao

Northeastern Mindanao

Misamis Oriental

OUTPUT GROWTH COEFFICIENTS, 17

1961-66

*Coefficients marked
from regional revenue dataj
gional expenditure data.

**Including chartered

1948-61
Low High Low . High
%*
0.58, 1.32° 2.00 2. 35
0. 59 0.70 1.09 1.36%
0.70" 1.18 1.19*% 1,27
*
1.16 1. 38 0.92, 1.07
1.00 1. 70 0.u1% 0.42
0.90 1.09% o0.59 q. 76*
o.u5® 0.68 -1.56 1.66
0.64% 0. .90, 0.42 0.57%
0,06  0.39% 1.42* 1,57
0.56 0.57% 1.04 1.07*
0.53° 0. 70 0.20 0.41*
1.36 1. u1 0.77
0.70. 0.91% 0.0 0. .65%
0.88* 1.02 0.39 0.46
1.11% 2.36  1.62 '2.052
0.78 . 0.89* 1.22 1.30
0.21% o.u4 0.24 0.99%

1948-66
Loﬁ High
1.42 2. 22
0.91 1. 27*%
0.92% 1.32
1.03  1;28,
0.58 0.89
0.66 0.83%
1.03% 1,21
0.53% 0. 54
0.81 0. g7*
0.79% 0.81
A i”g
033 .0, 39: §
1.00 1.06 ‘
0.45 0.72%
0.56 0.58%
1.82% 2.37,
1,05 1.14
0.26 - 0.53%

by asterisks indicate those derived
those unmarked are computed from re-

cities in their provincial boundaries.




Table 8.
Provinces”™ " 1948-61
Low High

Central Luzon ‘ «
"~ Bataan (22.00) 1.17
Bulacan ( 3.00), 1.75%
Pampanga ( 0.50)* 3.00
Southefh Luzon x

Batangas 3.25 14 00
Cavite 0.10 3. uzi
Laguna (5.00) 0.67
Palawan (16.00) (l 50)*
Egsteﬁn Visayas _

Panay 1.67%  22.00
Negros Occidental (21.00) (a. 25)
Negros Oriental ( 8.00) (0.08)%
Eastern Visayas

Bohol 2. 08* . 25,00

Cebu 5, 00 39.00

Leyte 3.00* 14,00

Samar’ 3.08 30.00
Southwestern Mindanao N
“Cotabato (16.00) (2.75)

Davao (49.00) (3.50)%
Northeastern Mindanao N

“Misamis Oriental -~ D.67 16.00
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1961-66
Low High
2.14 © 2.63"
1.28 1.67%
1.27 1.36
1,03 1.27*
0.19% 0.24
0.07 0,69
1.69 1.83%
0.55 "0.79%
1.90% 2.07
1.22 1.27
0.29 0.60%

0.96 .
0.52 0.92%
0.u8 0.62%
0.84 1.21%
0.36 0.38%
0.3%  1.56"

PER CAPITA OUTPUT GROWTH COEFFICIENTS, 1948-1966

1948-66
Low High
1.27-  2.38%
1.15 1.79*%
0.79% 1,43
1.40 1.83%
0.25 0.79%
0.35 0.66%
0.84* 1.10
0.98% 1,02
1.23 1.31*%
0.92*% 0.95
0.77  0.90% ' §
1493 1.97% |
0.82  1l.un*
1.12 1.13*
0.42 0.14*
(0.63) (o uz)
0.65  1.35%

Coeff1c1ents marked by asterisks indicate those derived
from regional revenue dataj; those unmarked are computed from re-
gional expenditure data. :

*%Tncluding chartered cities in their provincial boundaries.




within or adjacent to provincial boundaries are aggregated with

those prov1nces, e. ‘g.y Cebu City with Cebu prov1nce. The analy-

sis of the estlmates shown cannot be dlvorced from .what has been

said about the other regions, so we subsume each province. under

the respective BCS regional classification. It appeafs that
Cbtabato'in Mindanao had relatively highér growth compared to

the nat10na1 economy for the period studled. At the qther end,
consistently slow-grOW1ng regions are: Leyte, Samar, éisamis

Oriental and Panay. The estimates of output growth elastici-

ties for the Central and Southern Luzon provinces show quite

~a contrast in terms of their relafive gréwth, depending on the
period studied. Bulacan, Pampanga and Bataan had relatively

higher growth coéffiéiénts after 1961, while the Southern Luzon
vbrovinces éppeared to havé_faréd better on-a relative basis N
be%ére 1961. 1In the Visayas, Negros island had"highéﬁwérowth ¥ ?
after 1961; by contrast, Cebu island had a relatively higher

GRP growth'coefficient before 1961. Davao and Pélawan had R

highér relative growth coefficieﬁts after 1961.

On a per capita basis, the following had growth rela-
tlvely faster than the nat10nal ‘average: Batangas, Bulacan, Cebu,
Leyte,'Samar, and Negros Occidental. Prior to 1961, it should

be noted that some provinces, due to high population growth rates

had negative growth coefficients. These are notably Pampanga,




|

- 30 -

Negros, Palawan, Cotabato and Davao, with the last two pro-
vinces having the greatest fall in per capita growth. We note,
of course, that these two provinces had very high population

growth rates, due largely to internal in-migration.

Cities.. We add the estimates of gfowth elasticities
for a number of chartered cities relative ‘to national economic
growth., In general, many cifies had relatively higher growth
elasticities than the corrésponding provinces to which the&

belong. There.were, however, cities with relatively poor, 

growth coefficients, especially after 1961. Among these were

Baguio, Basilan, Naga, Roxas, and Tagaytay.

We should note the total output growth elasticity esti-
mates for three cities in Metropolitan Manila: Pasay; QuezZon, ‘ —

‘415‘3
and Manila. Manila's growth was less than the nationa}l averages §

‘when viewed in terms of the growth elasticity estimates. But

Quezon City grew quite fast. Pasay had high growth before 1961, .
but a relatively poor one after that year. However, on é per

capita elasticity basis, Quezon had a negative growth elasticity.

All the estimates of growth elasticities for selected

cities are given in Tables 9 (GRP growth coefficients) and 10

(per capita GRP growth coefficients.) .
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Chartered Cities 1948-61
Low High
Metropolitan Manlla .
Manila . 0.70 0.97
Quezon 1.84 2.79%
Pasay 2.20% u4.68
Ilocos & Mt. Province
Baguio » 0.92 2.52%
Southern Luzon .
Tagaytay (0.20) .0.79
Cavite 0.78 0.97%
Bicol
Legaspi .
Naga 1.14 1.18
Western Visayas
¥ 7 Dumaguete 0.50, 1.09%
Iloilo 1. 48* 1.54
Roxas 0.95 1.50
Eastern Visayas .
Bacolod 0.38 1. 06
Tacloban 1.52 1.80%
Southwestern Mlndanao .
Basilan 0.59 0.98
Cotabato
Davao 0.82  1,2u*
Zamboanga 0.71* o0.88
Northeastern Mindanao _ .
Butuan 1.68 1.70%
Iligan 1.22  1.73%
Marawi 0.52* 1.34
Ozamis 1.05% 3.1t

OUTPUT GROWTH COEFFICIENTS OF
SELECTED CITIES, 19u48-1966

1961-66

Low 'High
0. ss 0.90
1.23% 1.s88
(0,09) 0.3u*
0.22 0,23%
0.66: 0.72
0.367  0.42
0.48 1.93%
0.21* o0.28
1.09% 1.14
0.21% o0.u41
0.34 0.52
-1.502 1.82
1.14% 1,20
0.80 0.94%
0.39% 0.57
1.05 1.42%
0.88% 1.94
0.72% 0.97.
0.65% 1.63
1.21% 1,55
0.55% 0.82
0.12 0.60%

1948-66
Low High
0.68% 0. 79,
2,27 2. 32"
1.03% 1.11
0.40 1.06%
0.27 0.66%
0.49 0.55%
0.51% 0,54
0.84, 1.12*
0. su 0.76
0.65*% 0.70
EE]
H ‘,~~‘ 5
f.15  1.38%
1.78 , 2.06%
1.10 1.42*
0.42% 0.68
- 0.96 1.05*%
0.66% 0,92
1.11% 1.9u4
1.56 1.61%
0. us* 1.03
0.75% 0.98

# , .
Coefficients marked by asterisks indicate those derived from

regional revenue data; those unmarked are computed from regional ex-
penditure data.




Table 10. PER CAPITA OUTPUT GROWTH COEFFICIENTS, 1948-1966

Chartered Cities

‘Metropolitan Manila

"Manila
Quezon
Pasay

Ilocos-Mt. Province

~ Bagulo

Southern Luzon
Tagaytay
Cavite

Bicol
Naga

- Western Visayas
Dumaguete
Iloilo

Roxas

Eastern Visayas
Bacolod '
Cebu
Tacloban

Southwestern Mindanao

T Basilan
Davao
Zamboanga

Northeastern Mindanao

Butuan
Iligan
Marawi
Ozamis
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1948~

61 1961-66
Low High Low . High
3.33* 16.00  0.79% 1.29
(57.00) (3.08)* (0.46)* 0,03
4.83* 116,00 (0.41)  0.12*
(20.00) 3.83% (0.21)* (0.19)
(36.00)  0.67%  0.71%  0.79
(16.00) (0.08)* o.0u4® 0.16
6.25% 59.00 0.35% 0,45
(16.00)  1.33* 1. 1% 1.21
3.33% 25.00 0.04*% 0.33
0.17% 10.00 0.16 © 0.36%
(0. 30& 3.58% 2, 25 2.62
6,081 32.00 1.19% 1.28
6.83% u47.00 1.12 1.38*%
(0.33)% 2.00  0.31%  0.5§
(36.00) (1.42)* 0.38% 0.60
1.08* 11.00  0.90% 1.24
(37.00) (2.25)% (0.292* 0.62
(34,00)  (1.08)% oO.u8  0.86
( 0.33)* 19.00 0.56 0.93
2.58% 99,00 (0.003) 0,71*

134866

(0.5u)% (o0, 23)

(0. 03&
0. 32
1.13*%

0.13%
1.38
1.65

Coefflclents marked by asterisks indicate those derived from

regional revenue data; those unmarked are computed from regional ex-
penditure data.

Low High
1.37%  1.70
(0.95) (0.73)*
0.9u* 1.07
(0.48) O.u1*
(0.10) 0. 69*
(0.13) 0.01
1.51* 1.e8
0.72 1.21*%
0. 59* 0.80
0.31 u.gz;*g
! ¥ %
2,52 2,94* °
2417 2. su*
2,37 3.,00%
0.15% 0.57
'(0.22) (0.01)*
0.,92*% 1.50




IV, DIMENSIONS OF REGIONAL GROSS PRODUCT LEVELS

While it is gssentiai to present regional output growth
elasticities‘ih,ordgr to show the relative regional response to
every per cent of nafional economic growth, it is also signifi-
cant to knéwAac%ual regional income levels. 'This is attempted

in this section.

,Theiuhdgrlying‘assumptions of the estimates of regional
output levels should be clear tofthe reader. There are two im-
portant factors for which assumptions had to be made. The first
concerns fiséal efficiency. Since for every peso -of new output
generéted, a more efficient administrative system can capture
more revenues, the revenue surrogates used will yield upward
biased estimates of output levels. It wés assumed that the
fiscallsystem of Metropolitan\yanila was relatively hore effi- “
cient by 25 per cent. All the 6ther regions were assumed to. 3
have roughly the same fiséal efficiency, except for fhe two
Mindanao regions. The last mentioned were assuméd to be less k
efficient in capturing output streams through the fiscal system.
The reason for this assumption is that the Mindanao area is
a relatively frontief area where a substantial amount of in-
migration of adults from different regions of the Philippines
has occurred. Earlier eétimates of "apparent" per capita

regional pboduct figures showed that they were not very real-

istic, considering that the migraht population, which is




heavily weighted by members of the 1labor force, were moving

,into areas where employment in productive activities are easy
~to find. fhus; there was some reason to believe that the
fiscal data understated the real volume of economic activities
within the Mindanao economy. The inefficiency adjustment
index for Mindanao is assuméd at 10 per cent, the result of a

pure, buprerhaps, educated conjecture.

The other assumption concerﬁs sélf-conéumed outpﬁt
at the farm. Such activities are substantial in all under-
developed economies. in the absence of any studies dealing
on this point, a guess is foered that the'outpuf captured
by fiscal data, after all adjustments'concernihg fiscal effi-
1ciency are made, is understated by about 1/4 of the estimated
output. This is probably a very.reasonéble guess, gqnsider-:j

A ¥
ing that, in the case of palay, some findings have been made’

At L,

that non-marketed output varies from 40 to 60 per cent of

_ total output, or roughly at 50 per cent.’

A decision was made to utilize only the total re-
venue data as proxy.. 'Based on the estimates of growth elas-

ticities, those based on the revenue surrogate are relatively

5Mangahas, M., The Response of Philippine Farmers to
Price, master's thesis, University of the Philippines, Depart-
ment of Economics, 1965, p. 178-82,
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better; The ratio of total local government revenue data to
total Bureau of Internal Revenue (BIR) collections were studied,
and it was found out that their ratios were relatively stable
for the years studied, except for 1948 when it appeéred that
local government collections had a higher ratio to BIR collec-
tions. The reasoh behind this is nof quité clear since one
would expeet that the trend would obviously have been in the
oppoéitg direction, with local governments having a larger ratio
through time. It was therefore decided that in transiating our
surrogéfe data into their implied output levels, the local re-
venue-BIR collections ratio has réhained unéhanged through time.
However, .estimates of BIR collections as'a ratio of gross na-

tional product showed relative stability through time.

It may be noted that the above adjustments have no i’?
, X . o v
effects on the values of the regional growth coefficients, as

shown in the technical appendix.

Distribution of Gross Regional Product. The distri-
bution of total regional gross product is given in Table 11 for
the years under study. The data presented there perhaﬁs pro-
vide the first attempt to reveal the relative distribution of

GRP.

Table 11 shows the relative distribution of regional

gross product by island groups and by BCS census‘regiohs; The
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noticeable pattern is that Luzon's GRP accounted for 58 per
cent of'tetal GNP in.IQUB. This share was 59 per cent by 1966,
In addition, the share of Mindanao's gross ;egional product in-
creased by more than 2 per cent from lgué to 1966, These dif-
ferehtial éains in regionai economic development were made’at
the expense of the'Visayas. From 1948 to 1966, there was a
fall by 3 per cent points of the contrlbutlon of the Visayas
to total GNP. ‘

qung now to the more detailed breekdown of regions,
it is interesting to note that while Metropolitan Manila and
Rizal contrlbuted about 23 per cent of total GNP in 1948, by
1966 this was 28 per cent. This represents an 1ncrease by 5
per ceht points in the relative 1mportance of the Greater e‘ igf
Manila region. In 1948, these two regions accounted for abouﬁﬁ. g
39 per cent of the total GRP of Luzon. By 1961, this was 45 \
peb cent and by 1966, 47 per cent. As the estimates show, the ‘
"dramatic gaiﬁs of the two regions are due to the high growth
of ‘Rizal province. Alone, Rizal province accounted for a sharp
increase of its share of total GNP by 7 percentage points.
When translated in terms of contribution to total GNP, these

\

measures indicate that Greater Manila, including all of Rizal E

prov;nce, contrlbutes close to 1/4% of the total GNP.




We note also that Central Luzon contributed about 1/§
of Luzon's GRP.  Southern Luzon (except Rizal Province) and
‘Central Luzon accounted for 37 per cent of Luz§n's GRP in 1948
and 35 per cept'in 1961 and 1965. The Bicol, Ilocos and Cagayan
regions appééred to have lost their relative economic importance

when viewed in terms of their share to Luzon's GRP or_to"the GNP.

Of the two Visayan regions, Western Visayas had a sharper
relative decline in terms of GRP. Prom_lu per cent of total GNP
in 1948, Western Visayas GRPvdropped to 12 per cent by 1966.
Mindanao's relative gains are shown largely by Southwestern |
Mindapao and Sulu. In 1948, this region accounted for 62 per

cent of Mindanao's GRP3 in 1966, this was 67 per cent. South-

5

| b 7
points between 1948 and 1966. - {? g
. i ;

western Mindanao's gain in terms of total GNP was.by 2 per cent

Rggional income differentials. .It'will be ihterest-
ihg to know what figures our proxy estimates of regional pro-
duct yield'when'translated in terms éf their implied regional
gross product levels. We attempted to present the implied
GRP's per capita for the year 1966. These estimates are in
current pricés. Névattempts are made to translatevthese in

constant prices, although this is easy to do.

Table 12 presents in the first column the per capita

GRP for all the different BCS regional groupings. It is easy




II.
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IX.
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Table 12, REGIONAL GROSS PRODUCT LEVELS, 1948-66

Implied Per Capita.
Regional Gross Product

(in current prices)

ﬁetropolifan Manila
Rizal | |

Ilocos & Mt. Province
Cagayaﬁ_Valley § Bataﬁes
Central Luzon ‘
Southern Luzon & Islands
Bicol

Western Viséyas

Eastern Visayas

Southwestern Mindanao
& Sulu :

Northeastern Mindanao

Philippines

1966
2,371

931
654
398
655
657
413
672

615

u77

491

705

Index of GRP/Person

88.1
66.5

130.3

100.0

1961

358.2
88.4
103.1
61.1
90.8
91.9
58.4
8541
88.0

83.2
71.6

100.0

1988
336.3
132.1
92.8
56.4
92.9
93.2

58.6 .

. 5,;’
9§.3
87.2

4.5
76.6

100.0
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to see that Manila's GRP per capita is the highest for the
nation, almost three and -a half times the nation's GNP per
capita average. 0f course,the reason for the relatively higher
GNP per head on an avefage level is Manila itself. The con-
trast shows more clearly wﬁen Metropolitan Manila's'ber capita
GRP is compared with the other regions. We repeat that these
GRP levels were computed on the basis of the assumptions About
relative fiscal efficienéy and imputed non-marketed output per

region.

"The per capita GRP of Rizal province'is twice that of
Bicol ‘or of any Mindanao region. It is 1.4 times that of Western
Viéayas, the region with third highest per capita GRP, The
Ilocos, Central and Southern Luzon have roughly the same per

i

?

follows closely. The Mindanao regions'appear to'beiféiativelf s

capita GRP levels. Eastern Visayas has a GRP level which &
- .more prosperous than the Bicol provinces. The GRP of Metro-
‘politan Manila is six times and the GRP of Rizal is 2.3 times
that of Cagayan Valley, the region with the lowest per capita
GRP. The GRP of Metropolitan Manila is 2 and a half times that

of Rizal Province.

The above indicates that in 1966 the regions'of the

Philippines had marked inequalities in the different levels of

regional gross product on a per head basis. The growth -




)
i
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patterns described in the earlier sections help to account for

the resulting regional distribution of the GNP in 1966.

Indexes of the per capita GRP of individual regions
in 1948, 1961 and 1966 are presented in the later columnskof
Table 12. We note that they are indexes with the average GNP
per person as the base. They can be reconstructed with the
known GNP %er person during the specific years indicated, by

usihg these indexes which are reported in Table 12.

Comparison of results with other data. While we

point odt:that»the above undertaking is probébly the first of
its kind in.attempting to measure relative regional economic
performance in the Philippines, there are at least some pre-
vious measuresbof regional incomes made by the Bureau of the
Census and Statistics. The Bureau of.Census and St??i§tics ff 3#3
Statistical Survey of Households (BCSSH)® has conduééed two
previous surveys of family income and expenditure on é‘nation-
//wide basis during 1956-57 and 1961. The BCSSH data are not
‘exactly comparable to the ones estimated here since the‘former
were based on family or household income. What was done
in this paper was‘to utilize fiscal data to make implied mea-

sures of levels of gross output per region. These gross pfoduct

brhese surveys were known before as PSSH (Philippine
Statistical Survey of Households).
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measures were converted on a per capita basis. ‘Family or house-
hold income is of course entirely different frém output per per-
son. An attempt was made to convert BCSSH family income into
incomes per person, but the fact that the survey data used open-
ended classifications for families with 10 or more persons made

it difficult.’

Inlany event, we translated the BCSSH average regional
family income in ferms of an index with the BCSSH average Phil-
ippine family income as the base observation. .These are reported
in Table 13. The patterns of regional income levels foilow more
closely the ones estimated uéing proxy figures, except that Metro-
politan Manila appeafs to be less sharply contrasted with. the
othef regions.. There are variations in each individua1 1evels,

as the ratios of our measures to the BCS family -income index P LK

L S

show. We note that with the exception of Eastern Visayas, Maniia,
and the Ilocos where our measures appear relatively more opti-
mistic, the. relative output by region are understated with the

use of our measures.

It should be noted that in terms of the relative mag-
nitudes conveyed by these different estimates of regional income

levels, the two measures are not drastically far off from each

_ 1

7Preliminary attempts tried to yield the unacceptable f‘
results that Metropolitan Manila households were larger in terms 2
of persons per household than rural households.




TS T

other. But we recall that the variations may be due in part
to variations in number of persons per household‘per region,
Cohverting family incomes into indexés and compéring with the
national average cannot be fully translated into cbmparisohs
involving per caplta incomes unless all families in the Phil-
ippines have equal number of persons for every household unit.
I am, therefore, inclined to utilize the relative picture of
per capita groés product maghitudes by region as drawn from
the proxy estimates presented in this paper bédause'thej are
based on known data. While we admit that we had to adjust
figures by virtue of several assumptions, éurveyktechniques

are themselves subject to imputation techniques such as the

adjustments we have made. *
A second comparison is with respect to crop agricul- , 5’5
. ' s ’ v
tural output. On the basis of the 1948 and 1960 censuses of % 1\

,agriculturé,’I grouped crop output statistics by provinces
into {he BCS regions used in this stﬁdy. The major crops used :
were: palay (paddy rice), corn, sugar cane, tobacco, abaca,

maguey, and coconut. - The recorded output were valued in terms

of the average prices per crop as implied from the 1960 éensus

of agriculture. Total output for all croﬁs-were then added by

region and their relative distribution to total output computed.

These are shown in Table 14, To provide a basis for compafison,
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we took out the GRP of Metropolitan Manila and included Rizal
province info the Southern Luzon region. Then the share of
the regién's GRP to total GNP (excluding Manila's GRP) were
recomputed. "Although the GRP computations are indicators of

a wider class of output of the economy, it is interesting to
note how close the distribﬁtioh of.ag?icultural output based ?,
On six maiér'Philippine crops to the ones based on proxy esti—;.f

mates of gross regional product;

A final supporting evidence of the closeness of the
implied GRP estimates to actual is based on the regional eco-

nomic accounts of Mindanao.8

The éstimates of per capita GRP
for Mindanao in current prices are only about § per cent short

of the estimates the Mindanao.DeQelopment Authority have made

of.regional product in Mindanao per capita. : . i ¥
All the evidence presented above are reassuring that
the attempts made in this paper are worthwhile_and that with
some degree of confidenée the picture_presented about regional
economic.growth is dg§gqiptivef9f wﬁat apparently happened to

each regional economies,

8These data became available to me after this study
had been essentially finished. I am indebted te Mr. Enrique
Nava, Chief of the Plans and Program Office of the Mindanao
Development Authority. Incidentally, these economic accounts
are aggregated for Mindanao and not broken down by regions.
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Summary and Conclusions

The dimensions of regional economic growth in the Phii-
ippines from 1948 to 1966 are studied. In the absence of
actual regional economic accounts, a technique employlng
proxy measures is utlllzed._ This method is the second best
available since the work of gathering regional‘economié_ac-
counts is‘a;very large undertaking, requiring time and effort
not available to this researcher. For this measure, movements
of local public finance data are used as surrogates for
output movements. 'These enable us to compute relative re-
gional growth elasticities with respect to the growth of the
national economy. Coupled with add1t10na1 assumptlons about

output whlch is consumed at the farm and about the extent to

which the proxy statistics over or understate thelr indication Sy
fﬁ’;;*‘
i

comparative levels of gross regional product or GRP. After ?

of output levels, it is pOSSlble to arrive at estlmates of

comparing these estimates with some other indicators of re-
gional output, it is concluded that the implied levels of
gross product from the broxy measures are within reasonable

limits of acceptability.

" The Philippine gross national product grew from 6 to
7 per cent per year between 1948 apdlssl and about 5 per cent

per year between 1961 and1966. The rate of growth .of popula-

tion has been estimated at about 3.2 per cent per year.
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On the basis of regional economic performance, the.
périod of 19u8 to 1961 marked a relatively higher growth of
Metropolitan Manila and Rizal province. For évery per cent
growth of gross national product, Rizal's growth ranged from
2.2 to 2.8 per cent. Metropolitan Manila grew by at least
as much as the national growth rate. COnsidering that the
size 0f»thfGreater Manila economy,both in per capita and
total size, is quite high, a moderate growth of the'regiOnal
eéonomy had significant contributions to total GNP. The
Ilocos,’Southerg\Luzon, aﬁd Eastern Visayas regions apparently

showed high relative growth.

In 1961 to 1966, the patterns of growth shifted to
other regions -- Mindanao, Cagayan and the Western Visayas.

However, the growth of Manila and Rizal appearéd to have con- .

"
| | o b
tinued. A _ g i

In general, the regions which have experienced high
in-migration rates have low per capita regional output growth
elasticities. Those with net out-migration rates have high

per capita growth elasticities. However,it is to be observed

that the regions with high in-migration rates are also rela-

tively the ones with high regional growth elasticities in an.

absolute sense. So, as expected, the population moves into

areas where economic opporfunity appeaﬁs fo be high. of
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course, such movements have a way of depressing the measures

of the per capita output growth elasticities of the regions
‘with highﬁin-migration rates and of showing higher per capita
output gfowth elasticities for regions of out-migration. These

are, of course, what have been observed.

The estimates of regional gross product in this study
show that the fasfest growing region in the Philippiheé is
Rizal Frovincg; Metropolitan Manila and Rizal accoéunt for
about 1/4 of t6ta1 gross national product. Thé Luzon island
group accounts for about 59 per cent of total GNP, Mindanéo‘s
share to total GNP has been graduélly rising. The relative
contribution of the Visayas té total GNP has fallen relatively@ ;

“5
from 1948 to 1966. : J 3

In terms of levels of gross regional product per per-
son, Manila has the highest, followed by Rizal. The region
with the lowest GRP level is the Cagayar Valley. Metropolitan

Manila's GRP is 2.4 times that of Rizal Province, 6 times that

of Cagayan Valley.
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TECHNICAL APPENDIX

Regional growth elasticity. Let y+ denote total out-

put, or GNP, in year t. TFor a per;od length given_by' 6, the
rate of change'of total output from t to  t+e is giveh by
-(yt+e - yt)/yt:or Ayt/yt. Lef an indicator .xé bg(functionally
related to y; , such that =x, = f(Yt)' If this relationship
is simply linear, X = ayi, where a is a oonstant;.obviously,'
a = xt/yt. If a does not change;'or changes but ipsiénifioantly,
through time, .then we can associate changes in Xy with changes
in Yis since

(xt+e - xt)/xt = “(yt+e - yt)/a'yt

5

_ 4§ﬁi*;
or » ' Ax /%y = AytZyt.c J g
Because of the observed relative st;bility of proportions like :
@, it is possible to assume that the indicatoo is helpful in

giving us information. about output. We may distinguish the
regional indicator from that describing the wholé economy by

the subscript i to indicate region 1i. Thus, for-.region i,

the rate of growth of gross regional product (GRP) is

Bxje/Xie = 8Y3¢/Yie

Nt g o
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To derive measures of the growth response of region i to the

growth of the economy, let us define an elasticity concept:

GRP growth elasticity with respect A%y X
to GNP growth ' B Axt"‘ X,
. . i :’ v . V . l’.r R

= i 8yit oy
e AYy 95 Vit

Vit - Y¢
Ayt ‘ Y' Y

Such elasticities can be estimated with the use of more ela-
borate techniques. However, the regionél growth elasticities

were estimated by the simple formula,
i

. % r
- - - . (é:‘wj. ,
"GR? regional growth coeff1c1ent = CAxit(xit)/(Axt/%t), i g

i.e., the growth rate of indicator =x;i for region i divided

by the growth rate of total indicator xi.

_Adjustments on values of indicators. The above for-

mula is invariant to changes iﬁ assumptions about the levels
of indicators Xj+ and consequently of Xy Suppose that
it is assumed that Xj¢ Overstates true yit by a specific
factor, so that an adjustment factor say A(>0) is necessary.

Suppose further that in view of such adjustments, total X¢
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has to be adjusted by a corresponding factor wu(>0). If such

adjustments are applied uniformly through time, the

k3 .. A
growth coefficient = (A8x;./Ax;. )/ (ux /ux,)

(Axit/xit)/(Axt/xt)'

Bias in rates of change of indicators and the regional

growth’ela;ticity. Suppose that

o Mxge/x5 FOBY /Y5
and ‘ Axt/xt £ Ayt/yt

such- that the respective inequalities can be accounted for by

} proportionality factors ky and k,; more precisely,
\ ) : | ) ﬁﬁ{
Bxge/X5 = Ky Y3/Yiy E
. . | . R ot . 5 - i

What the above equations say‘is that the indicator does not *
uﬁ correctly estimate the growth rate of gross regional product,
both on a regional and on a total basis.  If the proportion-
ality factors, Ky and.kz; are about the same in magnitudes,

then the proxy measure of the regional growth elasticities

would be the same, that is

Axi¢/%Xit 8 A¥it/Vig
Axt/xt Ayt/_yt
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This result is important becausé the growth elasticity based
on a surrogate, althoﬁgh imperfect, is able to express the
relative growth response of a region to total economic growth,
. pgovided of course that the direction of the bias of the re-
gional and tdtalv indicators are the same. Experiments with
the data used in.the study tend to show that indeed, if there
were any data bias, the total and régional indicators moved in

the same direction.

Price changes. If x4 and Ve "are valued in cur-

rent prices, the rates of qhange measures will not necessarily
reflect real growth rates of Xt and y,. But suppose that,
in general, price level chéngesvfor all regions follow the
national price level, as evidently they do in the Philippines.
Let P, be the general priée index and P;; the price index g
P

for the region, and let these price weights be atthched to

magnitudes x, and X;4+ The regional growth coefficient is

(Pit+o Xit+o~ Pit Xit)/Pit Xit

(Pive ¥ts4g ~ Py X YPy %,
p¥ . - X. pre
= it i1t+e it 7t
= ,
Py Xepg = Xp Xjg
where P¥ = Ptsg and P¥. = Pitse
t = tte it ¥ Jitte
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- OQur assumption abbut regional and national price movements lead
us to the result that Pzt = ?; ='Pff It is apparent that if the
price level fof two periods did not chénge, p* = 1l; we are back
to our usual formula. In times of changing prices, when P* # 1,

P* will exert to enlarge or reduce both the first terms of the

numerator and denominator by the same proportion. Thus,

. |
P™ Xjt+g = Xit X¢ g BXip  X¢ |

PP Xepg - X Xig By Xy -~

Clearly, the effects of the changing price level do not dis-
tort the values of the growth elasticities. This is why we

say that the method of computing regional growth elasticities
_ v

’
+
1

used in this paper is not affected by current price valuation 35.5

: of‘the.surrogates for gross regional product. i !



