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Introduction

In the 1970’ und up to the early part of the 1980° the Philippine eco-
nomy has been subjected to various external shocks. The major external shocks
are the sharp ofl price increases in 1973 and 1979 and the recession in the de-
veloped economies that followed each shock. Policy responses to these shocks
included increased borrowings from external sources to finance the growing deficies
on current aceounts, trade adjustment through export expansion, and tax increases.
The crisis of 1983 brought forth additional adjusiment measures including foreign
exchange restrictions and import controls, new trade taxes, tax increases, restrictive
monetary policy, and price and wage adjustaents. Underneath these external
shocks and adjustment policies are development policies that were generally charac.
terized by the increasing role of the government in markets for products and finan-
cial agsets, by an increasing trend towards a monopolistic structure in important
sectors of the economy, and by trade and price policies that biased the agricultural
sector in favor of large-scale industry,

The effect of these shocks and adjustment policies together with the general
character of overall development policies and priorities on macro-level variables,
i.c. balance of payments, inflation, output and emplovment has been amply de-
scribed in various reparts, e.g. De Dios (1984), Lamberte, et gl (1983) and NEDA
(1986). These shocks and policies also affected the economic environment faced
by the low income groups at the household level, through their effects on prices,
wages and public provision of hasic services.

The purpose of this paper is to describe the salient teatures of the changing
environment and examine how this has aftected the welfare of specific low-income
groups. Such examnination, however, had to rely on reasonable inferences in view
of the unfortunate absence of empirical micro-level studies that determined the
actual impact of various aspects of this changing environment on the welfure
of specific low-income groups,

This paper is organized as follows. After describing the conceprual lramework
for viewing the impact of external shocks and adjusiment policies on household
welfure, the paper then presenis a general profile of low income families based on
national survey data with attention to the size and location of major low income
groups and to their characteristics. This is followed by an analysis of the probable
impact of external shocks and adjustment policies on the welfare of the low-
income groups. The paper concludes with some suggestions on the directions,
public policy and programs that might take in the short run in line with the overall
€CONONC Iecovery progranm.

Conceptual Framework

A simple framework for analyzing the fmpact of external shocks and public
policies and programs at the household level can be described with the aid of
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Profiles of selected low-Income groups

While data on families at the boitom 30 percent income ladder provide us a
quick national perspective of the sociv-cconomic situation of low-income families,
the data are still aggregative and are inadeguate 1o provide us with a closer look
at the situation of specific low-income groups. Biffereni groups of low mcome
families are likely to have characteristics unigque to such group that make them
more or less valnerable (o various external and biternal shocks. In determining the
major characteristics that distinguish between social groups, micro-level studies of
specilic groups would be useful. Reviews and atiempts a1 syntheses of these studtes
have been made in the past. (See Custillo, 1977, NEDA, 19804, 1980b; World
Bank, 1980; Carner, 1981). We briefly summarize their findings below.

The major social groups include (a) upland [armers; (b) lowland farmers;
(c) agriculiural wage workers; (d) artisanal lishermen; and {e} urban poor.

{¢) urbarp poor,

Upland farmers. These farmers generally cultivate a variety of subsistence
crops. Ome of their major distinguishung characteristics is their initially poor
resource base {marginal land on rolling hills and sieep mountain slopes), which
rapidly deteriorates through seil erosion, leaching, eto. as a result of their destrue-
tive cultivation techniques (slash-and-burn} o1 inappropriate farming practices.
More importantly, since these farmers are located in muore remote arcas than the
lowlanders, they have even more Jimited access o markets and are likewise rela-
tively inaccessible 1o various economic and social services, Bucause of the highly
seasonal nature of production activities and low productivity, a large proportion
engage in non-crop farming activities (e.g. ratian gathering, firewoond garhering, pro-
duction of hand-sown timber, ete.) or seek Tarm-relared work in the lowlands,

Two major groups of oupland larmers me the keingeros, indigenous uor
migrants from the lowlands in search of land, and the upland rice and comn farmer.
The former is more disadvantaged than the latier in terms of resource hase, rights
to land, technology, human capital. access io markets and public services, and
off-farm employment opportunities in the lowlands.

Lowland crop farmers. By far the largest group among the Jow income
families are the lowland farmers. These farmers are perhaps the most heterogenous
of all. They can be classified by type of crop: rice, corn and coconuts; tenure
status: owner, tenant, and lessees; and type of cultivation: irrigated and rainfed.
Farm owners, irrespective of ¢crop, are more likely 10 be betier off than non-owners.
However, coconut farms are more directly affected by changes in the international
prices of capra or coconut oil, while rice and corn farmers are generally atfected by
price supports and input subsidies: Farmers with irrigated land have an advantage
since yields are greater than in rainfed areas. However, differences in net incomes
between irrigated and rainfed farms depend upon the cost of modern inputs that
complement irrigation, including hired labor on the one hand, and again, tenure
status. on the other. Seasonality of employment varies by crop and availability












Tabiz 4 {Continued |

Indicators 1975 197 1977 1978 1879 1984 1981 1982 1983 P984 1985
v Reel legislated wages (in pesos)
Non-agricuiﬁjml

Metro Manils 12.94 13.94 15,40 15.74  17.17 193¢ 1977 18.06 17.52 1663 1622
Catspde Metia Manila 1290 1342 {428 14.65 16,55 1900 19,32 1781 17.48 16,60 1588

Agriculture
Plantation 9.31 1033 11.95 12,48 14,19 16,39 16.49 7 14.15 13,89 13.23
Non-plantation 9.3i 949 10079 11.40 1208 1231 12.39 8 11.05 1048 10041

Seurce: NEDA, “The Philippines: External Shocks, Adjustment Policies and Impact on Selected Devefopment Concerns,”™ 1986, various tables.
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